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Forward -looking Statements

Portions of the narrative set forth in this docufirteat are not statements of historical or curfeats are
forward-looking statements. Our actual future perfance may materially differ from that contemplagthe
forward-looking statements as a result of a varitiactors. These factors include, in additiortitose mentioned
elsewhere herein:

» The global economy, including the uncertaintieates to the impact of the global economic cri

» The condition of the markets in which we serve, thhedefined geographically or by segment, with the
major market segments being telecommunicationsantputer, aerospace and defense, medical, industria
components, data storage, automotive electronids@ppliance

« Changes in product mix and the financial conditibcustomers
« Actual sales, operating rates and margins for gda 2010
« Our success in developing and introducing new prtsdand new produramg-up rates;

» Our success in passing through the costs of rawmal to customers or otherwise mitigating flutitug
prices for those materials, including the impadiiwdtuating prices on inventory value

» Our success in integrating newly acquired busirggsseluding the acquisitions of Barr Associates, land
Academy Corporatior

« The impact of the results of operations of Barrd&sates, Inc. and Academy Corporation on our ghitit
fully achieve the strategic and financial objectivelated to these acquisitions, including the &itipns
being accretive to earnings in 20:

» Our success in implementing our strategic plansthedimely and successful completion and starbfugny
capital projects, including the new primary beryiti facility being constructed in Elmore, Oh

» The availability of adequate lines of credit and #ssociated interest rat

« Other financial factors, including the cost andikamlity of raw materials (both base and precioustals),
tax rates, exchange rates, metal financing feesipe costs and required cash contributions aneroth
employee benefit costs, energy costs, regulatamyptiance costs, the cost and availability of insees and
the impact of the Compa’s stock price on the cost of incentive compensailans;

* The uncertainties related to the impact of war t@nbrist activities

« Changes in government regulatory requirements laménactment of new legislation that impacts our
obligations and operation

» The conclusion of pending litigation matters in@c&ance with our expectation that there will benmaterial
adverse effects; ar

* The risk factors set forth elsewhere in Part imlteA of thisForm 1(-K.

Item 1. BUSINESS

Brush Engineered Materials Inc., through its whollyned subsidiaries, is a manufacturer of advanced
engineered materials serving the global telecomaatioins and computer, aerospace and defense, medica
industrial components, data storage, automotivetreleics and appliance markets. As of Decembe3Q29, we ha
2,196 employees.

Our businesses are organized under four reporsaigiments: Advanced Material Technologies and Sesvic
(AMTS), Specialty Engineered Alloys (SEA), Beryltiuand Beryllium Composites and Engineered Material
Systems. AMTS consists of Williams Advanced Matsrlac. (WAM) and, beginning in the first quarte3dD,
Zentrix Technologies Inc. (Zentrix). Previously,rifiex had been included with the corporate offisgart of All
Other. We made this change because the Advancestiglafechnologies and Services segment managemeaw
responsible for Zentrix and this structure is cstesit with our internal reporting and how the Cimain of the
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Board evaluates the operations. The results foptioe years have been recast to reflect this chaB8§A consists
Alloy Products, which includes bulk and strip foprmoducts, and beryllium hydroxide produced by BrR&sources
Inc. (BRI). The Beryllium and Beryllium Compositesgment consists of Beryllium Products and Brusta@e
Products Inc., while the Engineered Material Systsegment consists of Technical Materials, Inc. IjTM

All Other includes our parent company expensegrathrporate charges and the operating result&df B
Services, Inc., a wholly owned subsidiary that jmes administrative and financial oversight sersitteour other
businesses on a cost-plus basis. Corporate emgloygeovered as part of a reportable segmenttb&8 as of
December 31, 2009.

We use our Investor Relations web site, www.bemm,as a channel for routine distribution of important
information, including news releases, analyst predg®ns, and financial information. We post filsngs soon as
reasonably practicable after they are electronidddid with, or furnished to, the SEC, includingraannual,
quarterly, and current reports on Forms 10-K, 1@ 8-K; our proxy statements; and any amendnieritose
reports or statements. All such postings and filiage available on our Investor Relations webfgite of charge. In
addition, this web site allows investors and oih&grested persons to sign up to automaticallyiveoe-mail alerts
when we post news releases and financial informaiioour web site. The SEC also maintains a web sit
www.sec.goy, that contains reports, proxy and informationestagnts, and other information regarding issuers who
file electronically with the SEC. The content oryaveb site referred to in this Annual Report onrrdi0-K is not
incorporated by reference into this Annual Repatess expressly noted.

ADVANCED MATERIAL TECHNOLOGIES AND SERVICES

Sales for this segment were $460.8 million, or Gf%otal sales, in 2009, $480.3 million, or 53% @il sales,
in 2008 and $533.5 million, or 56% of total sai@es2007. As of December 31, 2009, AMTS had 963 eyg#s.

AMTS manufactures precious, non-precious and sftgcereetal products, including vapor deposition &gy
frame lid assemblies, clad and precious metal prefphigh temperature braze materials, ultra-fiire vepecialty
inorganic materials, optics, performance coatingselectronic packages. These products are useilaless,
semiconductor, photonic, hybrid and other micratmic applications within the telecommunicatiamsl
computer market. Other key markets for these prisdaclude medical, data storage, defense, secamitysolar
energy. An in-house refinery and metal cleaningatpens allow for the reclaim of precious metabfrinternally
generated or customers’ scrap. In October 200pwehased Barr Associates, Inc., based in Westford,
Massachusetts, which supplies optical filters,agbtieflectors and high-end coated products anécdsvn support
of defense, space and commercial applicationsdtwation devices to aid in analysis and soldietgmtion. In
January 2010, we purchased Academy CorporatioeddasAlbuquerque, New Mexico, which supplies poesi
metal targets to the architectural glass, solarggnenedical and microelectronics industries ansl fefining
capabilities for reclaim of precious metals frore@edary scrap markets.

AMTS'’ products are sold directly from its facilisghroughout the U.S., Asia and Europe, as wetiasigh
direct sales offices and independent sales repisars throughout the world. Principal competitinoludes
companies such as Sumitomo Metals, Heraeus Irexalr Inc., Honeywell International Inc., Solarglied
Materials Technology Corp. and a number of sma#igional and national suppliers.

Advanced Material Technologies and Services — Salasd Backlog

The backlog of unshipped orders for AMTS as of Delger 31, 2009, 2008 and 2007 was $51.3 million,
$34.6 million and $29.5 million, respectively. Béami is generally represented by purchase ordetsnbg be
terminated under certain conditions. We expectghbstantially all of our backlog of orders forstlsiegment at
December 31, 2009 will be filled during 2010.

Sales are made to over 2,800 customers. Goverrsaks#, principally subcontracts, accounted for fleas 1%
of the sales volume in 2009, 2008 and 2007. Salesde the United States, principally to Europe Asi,
accounted for approximately 29% of sales in 20895 2f sales in 2008 and 41% of sales in 2007. Gtbgment
reporting and geographic information is containetlote M of Notes to Consolidated Financial Statetsiewvhich
can be found in Part Il, Item 8 of this Form 104kdawvhich is incorporated herein by reference.




Table of Contents

Advanced Material Technologies and Service— Research and Developmer

Active research and development programs seek nesiupt compositions and designs as well as process
innovations. Expenditures for research and devetopirfor AMTS amounted to $3.2 million in 2009, $2ndlion in
2008 and $2.1 million in 2007. A staff of 22 sciet#, engineers and technicians was employed sreffiort as of
yearend 2009.

SPECIALTY ENGINEERED ALLOYS

Sales for this segment were $172.5 million, or ZPtotal sales, in 2009, $299.9 million, or 33%tatal sales,
in 2008 and $290.0 million, or 30% of total saies2007. As of December 31, 2009, SEA had 767 eyaas.

SEA manufactures and sells three main product fesnistrip products, bulk products and berylliundioxide.
Strip products, the larger of the product familiesjude thin gauge precision strip and thin diaanebdd and wire.
These copper and nickel beryllium alloys providsebination of high conductivity, high reliabilignd formability
for use as connectors, contacts, switches, relayslaielding. Major markets for strip products i
telecommunications and computer, automotive elaittsp appliance and medical. SEA’s primary direrhpetitor
in strip form beryllium alloys is NGK Insulatorstd. of Nagoya, Japan, with subsidiaries in the &thibtates and
Europe. SEA also competes with alloy systems matwfad by Global Brass and Copper, Inc., Wielarettic,
Inc., Stolberger Metallwerke GmbH, Nippon MiningyIR Industries, Inc. and also with other generaigd
expensive materials, including phosphor bronzénlstss steel and other specialty copper and nizlkays which ar
produced by a variety of companies around the world

Bulk products are copper and nickel-based alloysufactured in plate, rod, bar, tube and other enited
forms that, depending upon the application, mayigesuperior strength, corrosion or wear resigattermal
conductivity or lubricity. While the majority of liuproducts contain beryllium, a growing portiontaflk products’
sales is from non-beryllium-containing alloys agsult of product diversification efforts. Appligans for bulk
products include oil and gas drilling componengatngs, bushings, welding rods, plastic mold tapknd
undersea telecommunications housing equipmentemtea of bulk products, in addition to NGK Insoits, Ltd.,
SEA competes with several smaller regional prodsisach as International Beryllium Corp., LaBronzéustriel in
Europe and Young Il in Asia.

Beryllium hydroxide is produced by Brush Resourees, a wholly owned subsidiary, at its milling spgons
in Utah from its bertrandite mine and purchasedlt@e. The hydroxide is used primarily as a rawemal input
for strip and bulk products and, to a lesser extanthe Beryllium and Beryllium Composites segmé&ntternal
sales of hydroxide from the Utah operations weses than 4% of Specialty Engineered Alloys’ totdésan each of
the three most recent years. BRI sells berylliumrbyide externally to NGK Insulators, Ltd.

Strip and bulk products are manufactured at fadlin Ohio and Pennsylvania and are distributed
internationally through a network of company-owsetvice centers and outside distributors and agents

Specialty Engineered Alloys — Sales and Backlog

The backlog of unshipped orders for SEA as of Ddmam31, 2009, 2008 and 2007 was $68.6 million,
$55.5 million and $71.5 million, respectively. Béml is generally represented by purchase ordetsibg be
terminated under certain conditions. We expectghbastantially all the backlog of orders for thegsent as of
December 31, 2009 will be filled during 2010.

Sales are made to over 2,100 customers. SEA hatigoent sales, principally subcontracts, accourfting
less than 1% of segment sales in 2009 and 200A@malin 2008. Sales outside the United Statescipaity to
Europe and Asia, accounted for approximately 57%atds in 2009 and 2008, and 58% of sales in 200r
segment reporting and geographic information igaioad in Note M of Notes to Consolidated Finan&itement
which can be found in Part Il, Iltem 8 of this Fot®K and which is incorporated herein by reference.
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Specialty Engineered Alloys— Research and Developmer

Active research and development programs seek nesiupt compositions and designs as well as process
innovations. Expenditures for research and devetspirmamounted to $2.2 million in 2009, $2.3 millior2008 and
$1.9 million in 2007. A staff of seven scienti®sgineers and technicians was employed in thistedfoof year-end
20009.

BERYLLIUM AND BERYLLIUM COMPOSITES

Sales for this segment were $47.0 million, or 7%otdl sales, in 2009, $63.6 million, or 7% of tctales, in
2008 and $60.5 million, or 6% of total sales, i®20As of December 31, 2009, Beryllium and Beryiliu
Composites had 211 employees.

Beryllium and Beryllium Composites manufacturesylierm-based metals and metal matrix composite®h
sheet, foil and a variety of customized forms atBEimore, Ohio and Fremont, California faciliti#filese materials
are used in applications that require high stifénasd/or low density and they tend to be premprioed due to the
unique combination of properties. Defense and gowent-related applications, including aerospacthddargest
market for Beryllium and Beryllium Composites, whdther markets served include medical, telecomeoations
and computer, electronics (including acoustics)icapscanning and general industrial. In June 20@8announced
that Brush Wellman Inc. had entered into an agre¢mih the Department of Defense to construct @.3$®nillion
primary beryllium facility. This facility will prodce primary beryllium, the feedstock material usegdroduce
beryllium metal products. Construction of this féigiis on schedule for completion in the secontf b62010.
Beryllium-containing products are sold throughdw world through a direct sales organization anauh
company-owned and independent distribution centsle Beryllium and Beryllium Composites is thelypn
domestic producer of metallic beryllium, it compeprimarily with designs utilizing other materiateluding
metals, metal matrix and organic composites.

This segment also manufactures beryllia ceramicaitth Brush Ceramic Products Inc., a wholly owned
subsidiary in Tucson, Arizona. Electronic composatrttlizing beryllia are used in the telecommurimas, medical
industrial and defense markets. These productdistrgbuted through direct sales and independdas sents.
Direct competitors include American Beryllia InedaCBL Ceramics Limited.

Beryllium and Beryllium Composites — Sales and Badkg

The backlog of unshipped orders for Beryllium arehylium Composites as of December 31, 2009, 200@B a
2007 was $38.1 million, $28.7 million and $23.9lioil, respectively. Backlog is generally represdrg purchase
orders that may be terminated under certain cantditiWe expect that substantially all of our bagldéorders for
this segment at December 31, 2009 will be filledry2010.

Sales are made to over 300 customers. Governmlest paincipally subcontracts, accounted for lbsmt2%
of Beryllium and Beryllium Composites’ sales in 200ss than 1% of segment sales in 2008 and 18égrhent
sales in 2007. Sales outside the United States;ipélly to Europe and Asia, accounted for apprataty 22% of
sales in 2009, 23% of sales in 2008 and 22% o£3al2007. Other segment reporting and geograplfacmation is
contained in Note M of Notes to Consolidated FinanStatements, which can be found in Part Il, I&wof this
Form 10-K and which is incorporated herein by refee.

Beryllium and Beryllium Composites — Research and Bvelopment

Active research and development programs seek nesiupt compositions and designs as well as process
innovations. Expenditures for research and devedspirmamounted to $1.4 million in 2009, $1.3 millior2008 and
$1.0 million in 2007. A staff of seven scienti®sgineers and technicians was employed in thistedfoof year-end
2009. Some research and development projects, ditpags for which are not material, were externajipnsored
and funded.
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ENGINEERED MATERIAL SYSTEMS

Sales for this segment were $34.7 million, or 5%otdl sales, in 2009, $65.9 million, or 7% of tctales, in
2008 and $70.9 million, or 7% of total sales, i®20As of December 31, 2009, Engineered Materiat&Sys had
157 employees.

Engineered Material Systems include clad inlay evetlay metals, precious and base metal electrexplat
systems, electron beam welded systems, contoutgutalystems and solder-coated metal systems. Hpesgalty
strip metal products provide a variety of therne#dctrical or mechanical properties from a surfaea or particular
section of the material. Our cladding and platiagabilities allow for a precious metal or brazitfigyato be appliec
to a base metal only where it is needed, redutiagrtaterial cost to the customer as well as progidiesign
flexibility. Major applications for these produdtxlude connectors, contacts and semiconductorie e largest
markets are automotive electronics, telecommuminatand computer and data storage. The energyededsa and
medical electronic markets are smaller but offethier growth opportunities. Engineered MaterialtByss’ product:
are manufactured at our Lincoln, Rhode Island itgciEngineered Material Systems’ products are siirectly and
through its sales representatives. Engineered Maystems has limited competition in the Unitedt&s and
several European manufacturers are competitothéosale of inlay strip.

Engineered Material Systems — Sales and Backlog

The backlog of unshipped orders for Engineered N&t8ystems as of December 31, 2009, 2008 and 2@
$7.6 million, $7.6 million and $12.2 million, resgively. Backlog is generally represented by puseharders that
may be terminated under certain conditions. We edipat substantially all of our backlog of ordérsthis segmer
at December 31, 2009 will be filled during 2010.

Sales are made to over 100 customers. Engineertetideébystems did not have any sales to the govent
for 2009, 2008 or 2007. Sales outside the UnitedeSt principally to Europe and Asia, accountedafiproximately
21% of Engineered Material Systems’ sales in 20@% of sales in 2008 and 13% of sales in 2007. IGtbgment
reporting and geographic information is containetlote M of Notes to Consolidated Financial Statetsiewvhich
can be found in Part Il, Item 8 of this Form 104kdawvhich is incorporated herein by reference.

Engineered Material Systems — Research and Develogmt

Active research and development programs seek negiupt compositions and designs as well as process
innovations. Expenditures for research and devedopirfor Engineered Material Systems were nomina0ig,
2008 and 2007.

GENERAL
Availability of Raw Materials

The principal raw materials we use are berylliuxtr@gcted from both imported beryl ore and bertrendre
mined from our Utah properties), copper, gold,esihnickel, platinum, palladium, aluminum and rutiuen. Ore
reserve data can be found in Part Il, Item 7 of Borm 10-K. The availability of these raw matesjas well as
other materials used by us, is adequate and ggneadldependent on any one supplier.

Patents and Licenses

We own patents, patent applications and licendesirg to certain of our products and processesla\ur
rights under the patents and licenses are of sopertance to our operations, our business is ntenady
dependent on any one patent or license or on aliopatents and licenses as a group.

Regulatory Matters

We are subject to a variety of laws which regutheemanufacture, processing, use, handling, stoteayesport
treatment, emission, release and disposal of sutedaand wastes used or generated in manufact&onglecades
we have operated our facilities under applicaldadards of inplant and outplant emissions and
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releases. The inhalation of airborne beryllium ipatate may present a health hazard to certaividaials.
Standards for exposure to beryllium are under vewg the U.S. Occupational Safety and Health Adstration
(OSHA) and by other governmental and private stethdatting organizations. One result of these revieilldikely
be more stringent worker safety standards. Somenizgtions, such as the California Occupationalltdeand
Safety Administration and the American Conferent&avernmental Industrial Hygienists, have adostthdards
that are more stringent than the current standafr@SHA. The development, proposal or adoption oferstringer
standards may affect buying decisions by the usfepsryllium-containing products. If the standaade made more
stringent and/or our customers or other downstresens decide to reduce their use of beryllium- @ioirg
products, our results of operations, liquidity diméncial condition could be materially adverseffeated. The
impact of this potential adverse effect would depen the nature and extent of the changes to #melatds, the co
and ability to meet the new standards, the exteahy reduction in customer use and other faciine. magnitude
of this potential adverse effect cannot be estithate

Executive Officers of the Registrant

Name Age Positions and Office

Richard J. Hipple 57 Chairman of the Board, President and Chief Exeeu@ficer. In
May 2006, Mr. Hipple was named Chairman of the Baard Chief
Executive Officer of Brush Engineered Materials.IHe had served
as President since May 2005. He was Chief Oper@ifiger from
May 2005 until May 2006. Mr. Hipple served as Riesi of Alloy
Products from May 2002 until May 2005. He joined tompany in
July 2001 as Vice President of Strip Products amdesl in that
position until May of 2002. Prior to joining Bruskir. Hipple was
President of LTV Steel Company, a business unihefLTV
Corporation (integrated steel producer and metaidator). Prior to
running LTV's steel business, Mr. Hipple held numes leadership
positions in engineering, operations, strategiampiag, sales and
marketing and procurement since 1975 at LTV. Mppt has serv¢
on the Board of Directors of Ferro Corporation sidane 2007

John D. Grampa 62 Senior Vice President Finance and Chief Financiffic@r. Mr.
Grampa was named Senior Vice President Financ€hied
Financial Officer in December 2006. Prior to thet,had served as
Vice President Finance and Chief Financial Offigiace November
1999 and as Vice President Finance since Octotg8. Pior to that,
he had served as Vice President, Finance for thddwiale Materials
Business of Avery Dennison Corporation since Mdrgf4 and held
other various positions at Avery Dennison Corpora{producer of
pressure sensitive materials, office products,|sahed other
converted products) from 19¢€

Daniel A. Skoch 60 Senior Vice President AdministrationMr. Skoch was named Senior
Vice President Administration in July 2000. Priorthat time, he had
served as Vice President Administration and HumasoRrces since
March 1996. He had served as Vice President Hunesolrces sin
July 1991 and prior to that time, he was CorpoRitector —
Personnel

Item 1A. RISK FACTORS

Our business, financial condition, results of ofieres and cash flows can be affected by a numb&xabddrs,
including but not limited to those set forth beland elsewhere in this Annual Report on Form 10+, @ne of
which could cause our actual results to vary maligrfrom recent results or from our anticipatetlfe results.
Therefore, an investment in us involves some risicduding the risks described below. The riskedssed below
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are not the only risks that we may experiencenyf af the following risks occur, our business, tesaf operations
or financial condition could be negatively impacted

Health issues, litigation and government regulatiorelating to our beryllium operations could signifantly
reduce demand for our products, limit our abilitp bperate and adversely affect our profitability.

If exposed to respirable beryllium fumes, dustp@rder, some individuals may demonstrate an attergi
reaction to beryllium and may later develop a cledung disease known as chronic beryllium diseas&BD.
Some people who are diagnosed with CBD do not dpveinical symptoms at all. In others, the disecam®lead to
scarring and damage of lung tissue, causing clisigaptoms that include shortness of breath, wimgeand
coughing. Severe cases of CBD can cause disabilitfgath.

Further, some scientists claim there is evidena@nadssociation between beryllium exposure and ¢amger,
and certain standargktting organizations have classified beryllium badyllium compounds as human carcinog

The health risks relating to exposure to beryllibave been, and will continue to be, a significastie
confronting the beryllium-containing products inttys The health risks associated with beryllium éagsulted in
product liability claims, employee and third-paldyvsuits and increased levels of scrutiny by fellstate, foreign
and international regulatory authorities. This sioguincludes regulatory decisions relating to #pproval or
prohibition of the use of beryllium-containing mia&t for various uses. Concerns over CBD and ogloéential
adverse health effects relating to beryllium, a#i @& concerns regarding potential liability frohetuse of
beryllium, may discourage our customers’ use oftmryllium-containing products and significanthduee demand
for our products. In addition, continued or increshadverse media coverage relating to our beryllicontaining
products could damage our reputation or cause r@aee in demand for beryllium-containing produatsich could
adversely affect our profitability.

Our bertrandite ore mining and beryllium-related mafacturing operations and some of our customers’
businesses are subject to extensive health andtgaggulations that impose, and will continue to puse,
significant costs and liabilities, and future regation could increase those costs and liabilitiesedffectively
prohibit production or use of berylliur-containing products.

Our customers and we are subject to laws regulatoriier exposure to beryllium. Standards for expesa
beryllium are under review by OSHA and by othergownental and private standard-setting organizatiGme
result of these reviews will likely be more string@vorker safety standards. Some organization$y aac¢he
California Occupational Health and Safety Admirdgon and the American Conference of Governmenguistrial
Hygienists, have adopted standards that are mongent than the current standards of OSHA. Thesligment,
proposal or adoption of more stringent standardg aff@ct buying decisions by the users of berylkoomtaining
products. If the standards are made more strirgehfor our customers or other downstream usersleéaireduce
their use of beryllium-containing products, ourulés of operations, liquidity and financial conditi could be
materially adversely affected. The impact of thisemtial adverse effect would depend on the naadeextent of
the changes to the standards, the cost and abilityeet the new standards, the extent of any reguict customer
use and other factors. The magnitude of this patieadverse effect cannot be estimated.

Our bertrandite ore mining and manufacturing operiains are subject to extensive environmental regidas that
impose, and will continue to impose, significantste and liabilities on us, and future regulation atd increase
these costs and liabilities or prevent productiohberyllium-containing products.

We are subject to a variety of governmental regadatrelating to the environment, including thoskating to
our handling of hazardous materials and air andemasger emissions. Some environmental laws impobstantial
penalties for non-compliance. Others, such asdtieral Comprehensive Environmental Response, Casatien,
and Liability Act, impose strict, retroactive aradrjt and several liability upon entities responsifdr releases of
hazardous substances. Bertrandite ore mining dssalject to extensive governmental regulation attens such as
permitting and licensing requirements, plant anidiNfé protection, reclamation and restoration ahimg
properties, the discharge of materials into tharenment and the effects that mining has on growatdnquality
and availability. If we fail to comply with preseand future environmental laws and regulationscoudd be subjer
to liabilities or our operations
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could be interrupted. In addition, future enviromta laws and regulations could restrict our apiid expand our
facilities or extract our bertrandite ore depositsese environmental laws and regulations couldl rgquire us to
acquire costly equipment, obtain additional finaheissurance, or incur other significant expensesnnection
with our business, which would increase our cosfgaduction.

The availability of competitive substitute matersafor beryllium-containing products may reduce oaustomers’
demand for these products and reduce our sales.

In certain product applications, we compete wittnafacturers of non-beryllium-containing products;luding
organic composites, metal alloys or compositeghititm and aluminum. Our customers may choose to use
substitutes for berylliuncontaining products in their products for a varietyeasons, including, among other thir
the lower costs of those substitutes, the healthsafety concerns relating to these products amdishk of litigation
relating to beryllium-containing products. If ouwrstomers use substitutes for beryllium-containiragpcts in their
products, the demand for our beryllium-containingdacts may decrease, which could reduce our sales.

The markets for our beryllium-containing and non-bglium- containing products are experiencing rapid chang
in technology.

We operate in markets characterized by rapidly gimantechnology and evolving customer specificatiand
industry standards. New products may quickly rermheexisting product obsolete and unmarketableekample,
copper beryllium has long been used for high réltglcontacts in mobile handheld devices. Mobikvite
designers may justify using lower-performance malgin some of the less-critical components of ileophones.
Our growth and future results of operations degengirt upon our ability to enhance existing praduwmnd
introduce newly developed products on a timely b#sit conform to prevailing and evolving industtgndards,
meet or exceed technological advances in the madagt, meet changing customer specifications, aehigarket
acceptance and respond to our competitors’ products

The process of developing new products can be tdabitally challenging and requires the accurate
anticipation of technological and market trends. M&y not be able to introduce new products sucakgsfr do so
on a timely basis. If we fail to develop new protiuihat are appealing to our customers or failewetbp products
on time and within budgeted amounts, we may be lertalrecover our significant research and devekgosts,
which could adversely affect our margins and padifiity.

We are dependent on the successful scheduled catioplef a new primary beryllium facility for our fiture
supply of pure beryllium

We have partnered with the Department of Defenshaéoe in the cost of a new beryllium plant formary
beryllium feedstock. We may experience constructielays and quality and/or production issues irt-sia of this
new facility. Any prolonged delays of pure beryfligproduction from the new plant could negativelypaut our
Company.

We are exposed to lawsuits in the normal courséos$iness, which could harm our business.

We are currently involved in certain legal procegd, including those involving product liabilitya@ins, and
third-party lawsuits relating to exposure to beéwi as well as claims against us of infringemenntgllectual
property rights of third parties and other claimisiag out of the ordinary conduct of our busind3ge to the
uncertainties of litigation, we can give no assueathat we will prevail on claims made againstruthe lawsuits
that we currently face or that additional claimd wbt be made against us in the future. Certaithefe matters
involve types of claims, that, if they result in adverse ruling to us, could give rise to subsghfifibility which
could have a material adverse effect on our busjrgserating results or financial condition.

We are presently uninsured for beryllium-relatesirak where the claimants’ first exposure to beumptli
occurred on or after January 1, 2008, and we havanmdertaken to estimate the impact of such clamhéch have
yet to be asserted. In addition, some jurisdictiprezlude insurance coverage for punitive damagedsh
Accordingly, our profitability could be adverselffected if any current or future claimants obtaidgments for any
uninsured compensatory or punitive damages. Fyrdmeunfavorable outcome or settlement of a pending
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beryllium case or additional adverse media covecagdd encourage the commencement of additiondlaim
litigation.

A portion of our revenue is derived from the salédefens«related products through various contracts and
subcontracts. These contracts may be suspendednceled, which could have an adverse impact on
Company’s revenues.

In 2009, 8% of our revenue was derived from salezustomers in the aerospace and defense markettidn
of these customers operate under contracts witbkltSegovernment, which are vulnerable to termoratt any
time, for convenience or default. Some of the raador cancellation include, but are not limitedladgetary
constraints or re-appropriation of government fyrnidsing of contract awards, violations of legalregulatory
requirements, and changes in political agendael$e¢ cancellations were to occur, it would resudt reduction to
Company revenues. For example, various projectadimg the F-22 fighter aircraft have been cancelguch had
and will have a negative impact on our sales.

Our beryllium-containing and non-beryllium-containig products are deployed in complex applicationslanay
have errors or defects that we find only after depinent.

Our products are highly complex, designed to béayepl in complicated applications and may contain
undetected defects, errors or failures. Althoughpsaducts are generally tested during manufaggupnior to
deployment, they can only be fully tested when dg@dl in specific applications. For example, we kelyllium-
copper alloy strip products in a coil form to socustomers, who then stamp the alloy for its spegifirpose. On
occasion, it is not until such customer stampsatioy that a defect in the alloy is detected. Consatly, our
customers may discover errors after the products haen deployed. The occurrence of any defectwsgior
failures could result in installation delays, protteturns, termination of contracts with our castss, diversion of
our resources, increased service and warranty aaststher losses to our customers, end usersus. #ny of
these occurrences could also result in the loss délay in market acceptance of our products aadblcdamage ot
reputation, which could reduce our sales.

Many of our customers are subject to significantufituations as a result of the cyclical nature ofein industries
and their sensitivity to general economic conditgrnwhich could adversely affect their demand forrquroducts
and reduce our sales and profitability.

A substantial number of our customers are in tleetenmunications and computer, aerospace and defens
industrial components, data storage, automotivetrelieics and appliance industries. Each of thededtnies is
cyclical in nature, influenced by a combinatiorfadtors which could have a negative impact on asiriess,
including, among other things, periods of econognmwth or recession, strength or weakness of tise tbllar, the
strength of the consumer electronics, automotigetednics and computer industries and the rat@ws$tcuction of
telecommunications infrastructure equipment ancegawent spending on defense.

Also, in times when growth rates in our marketswsttown, there may be temporary inventory adjustsiegt
our customers that may negatively affect our bissine

The global economic crisis is having a negative iagp on our financial performance.

The global economic crisis continues to adversécathe global economy. Some customers are espeirig
difficulty in obtaining adequate financing due ke tcurrent disruption in the credit markets, wHiels impacted our
sales. Our exposure to bad debt losses may alssaise if customers are unable to pay for produetgiqusly
ordered. The severe recession has also caused higgraployment rates globally which could have dvease
affect on demand for consumer electronics, whighpised over 55% of our sales in 2009. Continuatiofurther
deterioration of these financial and macroeconamoitditions may have a significant adverse effeabansales,
profitability and results of operations.
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We may not be able to complete our acquisition &gy or successfully integrate acquired busines:

We have been active over the last several yegsrsuing niche acquisitions for one of our subsid&
Williams Advanced Materials Inc. We intend to coni to consider further growth opportunities thitotige
acquisition of assets or companies and routinalieve acquisition opportunities. We cannot preditiether we will
be successful in pursuing any acquisition oppotiespr what the consequences of any acquisitiamavoe. Futur
acquisitions may involve the expenditure of sigmfit funds and management time. Depending uponahee, siz:
and timing of future acquisitions, we may be regdito raise additional financing, which may notlailable to us
on acceptable terms. Further, we may not be aldadoessfully integrate any acquired business euthexisting
businesses or recognize any expected advantagesfrp completed acquisition.

In addition, there may be liabilities that we fait,are unable, to discover in the course of periog due
diligence investigations on the assets or compamébkave already acquired or may acquire in theréutWe cannc
assure that rights to indemnification by the ssllEfrthese assets or companies to us, even ifrastawill be
enforceable, collectible or sufficient in amourpge or duration to fully offset the possible lidkds associated
with the business or property acquired. Any sughilities, individually or in the aggregate, colldve a materially
adverse effect on our business, financial condiiog results of operations.

The terms of our indebtedness may restrict our agténs, including our ability to pursue our growtand
acquisition strategies.

The terms of our credit facilities contain a numbgrestrictive covenants, including restrictionsour ability
to, among other things, borrow and make investmewctguire other businesses and consign additioralqus
metals. These covenants could adversely affecy lisiting our ability to plan for or react to magkconditions or
to meet our capital needs, as well as adversedgdiur ability to pursue our growth, acquisitidraszgies and othi
strategic initiatives.

Our failure to comply with the covenants contain@dthe terms of our indebtedness could result in ement of
default which could materially and adversely affemtir operating results and our financial condition.

The terms of our credit facilities require us tongdy with various covenants, including financiaveoants. If
the global economic crisis is prolonged, it coudtvdr a material adverse impact on our earnings asid flow which
could adversely affect our ability to comply witbrdinancial covenants and could limit our borrogitapacity. Ot
ability to comply with these covenants dependgairt, on factors over which we may have no confkddreach of
any of these covenants could result in an evedet#ult under one or more of the agreements govgmur
indebtedness which, if not cured or waived, couNe ghe holders of the defaulted indebtednessitfe to
terminate commitments to lend and cause all amaurnttanding with respect to the indebtedness wuleeand
payable immediately. Acceleration of any of ouréhtedness could result in cross defaults undeoitwer debt
instruments. Our assets and cash flow may be iogrif to fully repay borrowings under all of ountetanding debt
instruments if some or all of these instrumentsaaaelerated upon an event of default, in whicle eas may be
required to seek legal protection from our creditor

We conduct our sales and distribution operations anvorldwide basis and are subject to the riskscasated with
doing business outside the United States.

We sell to customers outside of the United Stata® four United States and international operatitvis.have
been and are continuing to expand our geographhrin Europe and Asia. Shipments to customersdeuts the
United States accounted for approximately 35% ofsales in 2009, 37% in 2008 and 43% in 2007. Wieipate
that international shipments will account for angfigant portion of our sales for the foreseeabieife. Revenue
from international operations (principally EuropedaAsia) amounted to approximately 24% of our sade2009 an
2008 and 25% in 2007. There are a number of riskea@ated with international business activitias|uding:

« burdens to comply with multiple and potentially 8aning foreign laws and regulations, includingpext
requirements, tariffs and other barriers, environtakhealth and safety requirements and unexpettadge
in any of these factor.

« difficulty in obtaining export licenses from the itbd States governmer
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« political and economic instability and disruptioms;luding terrorist attack:
« potentially adverse tax consequences due to oy@rgpr differing tax structures; ai
« fluctuations in currency exchange rai

Additionally, foreign and international regulatiohave also impacted our sales, margins and prdfitain the
past. See also “— Health issues, litigation andegoment regulation relating to machining and mactuféing of
beryllium-containing products could significantlrduce demand for our products, limit our abilityofzerate and
adversely affect our profitability”, and “— Our bexndite ore mining and beryllium-related manufaicig
operations and some of our customers’ businessesudiject to extensive health and safety regulstioat impose,
and will continue to impose, significant costs diabilities, and future regulation could increabege costs and
liabilities or effectively prohibit production orse of beryllium-containing products”. Further, afithese risks
could continue in the future.

A major portion of our bank debt consists of vari@-rate obligations, which subjects us to interestea
fluctuations.

Our credit facilities are secured by substantiallyof our assets (other than nomning real property and cert:
other assets). Our working capital line-of-cred@ludes variable-rate obligations, which expostousterest rate
risks. If interest rates increase, our debt ser@ldegations on our variable-rate indebtedness daudrease even if
the amount borrowed remained the same, resultiagdiecrease in our net income. We have developedging
program to manage the risks associated with intesés fluctuations, but our program may not effesty eliminate
all of the financial exposure associated with iestrate fluctuations. Additional information redijag our market
risks is contained in Part Il, Item 7A of this Foli®-K.

The availability and prices of some raw materialgwse in our manufacturing operations fluctuate, en
increases in raw material costs can increase oueggting costs.

We manufacture advanced engineered materials waimgus precious and ngrecious metals, including go
silver, palladium, platinum, ruthenium, copper amckel. The availability of and prices for thesevnamaterials are
subject to volatility and are influenced by worldwieconomic conditions, speculative action, woulppdy and
demand balances, inventory levels, availabilitgabstitute metals, the U.S. dollar exchange ratalyztion costs «
United States and foreign competitors, anticipateplerceived shortages and other factors. Decreasgbhbility
and fluctuating prices of precious and non-precimesals that we use in our manufacturing can irserear
operating costs. For example, prices for coppee lieen very volatile in recent months due to glaleahand and
market conditions. Further, we maintain some preximetals on a consigned inventory basis. The aofehe
precious metals charge a fee that fluctuates barsélde market price of those metals and other facfo significant
increase in the market price of precious metath®@iconsignment fee could increase our financirggsgevhich
could increase our operating costs.

Because we experience seasonal fluctuations in sales, our quarterly results will fluctuate, and oannual
performance will be affected by the fluctuatior

We expect seasonal patterns to continue, whichesamsr quarterly results to fluctuate. For examible,
Christmas season generates increased demand frocasiamers that manufacture consumer productsirlf
revenue during any quarter were to fall below tkygegtations of investors or securities analysts sbare price
could decline, perhaps significantly. Unfavorabtemomic conditions, lower than normal levels of dechand
other occurrences in any of the other quartersdcalgio harm our results of operations.

Natural disasters, equipment failures, work stoppesg bankruptcies and other unexpected events may leur
customers to curtail production or shut down thesperations.

Our customers’ manufacturing operations are sultigecbnditions beyond their control, including ravaterial
shortages, natural disasters, interruptions inteat power or other energy services, equipmeitries,
bankruptcies, work stoppages due to strikes ordots including those affecting the automotive stdy; one of
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our major markets, and other unexpected eventseXample, Delphi Corporation, a customer of threeun
business units and the largest United States srpyfliautomotive parts, filed for bankruptcy prdiee in 2005.
Delphi Corporation emerged from bankruptcy reorgatidn in 2009. Similar events could also affetieotsupplier
to our customers. In either case, such events @awlde our customers to curtail production or td sown a
portion or all of their operations, which could veé their demand for our products and reduce dessa

Unexpected events and natural disasters at our mioeld increase the cost of operating our business.

A portion of our production costs at our mine dxed regardless of current operating levels. Owrating
levels are subject to conditions beyond our cortrat may increase the cost of mining for varyiegdths of time.
These conditions include, among other things, fietural disasters, pit wall failures and ore pssagg changes.
Our mining operations also involve the handling prmtuction of potentially explosive materialsislipossible that
an explosion could result in death and injuriesrtployees and others and material property danuaterd parties
and us. Any explosion could expose us to adverbéqity or liability for damages and materially aatgely affect
our operations. Any of these events could increaseost of operations.

Equipment failures and other unexpected events at €acilities may lead to manufacturing curtailmestor
shutdowns

The manufacturing processes that take place imining operation, as well as in our manufacturiaglities,
depend on critical pieces of equipment. This egeipinmay, on occasion, be out of service becauseaniticipated
failure, and some equipment is not readily avaflaiyl replaceable. In addition to equipment failuees facilities
are also subject to the risk of loss due to ungated events such as fires, explosions or otreastiers. Material
plant shutdowns or reductions in operations coalarhour ability to fulfill our customers’ demandaghich could
harm our sales and cause our customers to find stippliers. Further, remediation of any interraptin productiol
capability may require us to make large capitaleexjitures, which may have a negative effect orpoofitability
and cash flows. Our business interruption insuranag not cover all of the lost revenues associaié
interruptions in our manufacturing capabilities.

Many of our manufacturing facilities are dependepn single source energy suppliers, and interruptionenergy
services may cause manufacturing curtailments ougtiowns.

Many of our manufacturing facilities depend on eonerce for electric power and for natural gas.&a@mple,
Utah Power is the sole supplier of electric poweethie processing facility for our mining operationdJtah. A
significant interruption in service from our energyppliers due to equipment failures, terrorisramy other cause
may result in substantial losses that are not fudlyered by our business interruption insurance. gubstantial
unmitigated interruption of our operations duehtese conditions could harm our ability to meetaustomers’
demands and reduce our sales.

If the price of electrical power, fuel or other engy sources increases, our operating expenses cintdease
significantly.

We have numerous milling and manufacturing faeitand a mining operation, which depend on eledtric
power, fuel or other energy sources. See “ltem Rreperties,” of this Form 10-K. Our operating expes are
sensitive to changes in electricity prices and furgles, including natural gas prices. Prices fecteicity and nature
gas have continued to increase and can fluctuatelywvith availability and demand levels from otluisers. During
periods of peak usage, supplies of energy may tailed, and we may not be able to purchase erargjistorical
market rates. While we have some long-term corgnaih energy suppliers, we are exposed to fluainatin
energy costs that can affect our production c@dteough we enter into forward-fixed price supplyntracts for
natural gas and electricity for use in our operegjghose contracts are of limited duration andatocover all of ou
fuel or electricity needs. Price increases in fure electricity costs, such as those increaseswhay occur from
climate change legislation or other environmentahdates, will continue to increase our cost of afiens.
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We have a limited number of manufacturing facilitse and damage to those facilities could interruptrc
operations, increase our costs of doing businessl @mpair our ability to deliver our products on anely basis.

Some of our facilities are interdependent. Foransk, our manufacturing facility, in EImore, Ohédies on our
mining operation for its supply of beryllium hydide used in production of most of its beryllium-taining
materials. Additionally, our Reading, Pennsylvakigemont, California and Tucson, Arizona manufdotyr
facilities are dependent on materials producedusyedmore, Ohio manufacturing facility and our Wiiesdd, New
York manufacturing facility is dependent on our Bild, New York manufacturing facility. See “ltem-2
Properties”, of this Form 10-K. The destructiorctrsure of any of our manufacturing facilities arr anine for a
significant period of time as a result of fire, &ogon, act of war or terrorism or other naturaladiter or unexpected
event may interrupt our manufacturing capabilitiasrease our capital expenditures and our costeiofy business
and impair our ability to deliver our products otiraely basis. In such an event, we may need rtés an
alternative source of manufacturing or to delaydpiagion, which could increase our costs of doingitess. Our
property damage and business interruption insuraraenot cover all of our potential losses and matycontinue
to be available to us on acceptable terms, iflat al

Our lengthy and variable sales and development eywlakes it difficult for us to predict if and whes new
product will be sold to customer

Our sales and development cycle, which is the gdriam the generation of a sales lead or new proidea
through the development of the product and therdéeg of sales, may typically take up to two orethyears,
making it very difficult to forecast sales and ésof operations. Our inability to accurately pdhe timing and
magnitude of sales of our products, especially pémttoduced products, could affect our abilitymeet our
customers’ product delivery requirements or causaesults of operations to suffer if we incur expes in a
particular period that do not translate into salesng that period, or at all. In addition, theaéures would make it
difficult to plan future capital expenditure needsd could cause us to fail to meet our cash flayuirements.

Future terrorist attacks and other acts of violence war may directly harm our operations.

Future terrorist attacks or other acts of violeacear may directly impact our facilities. For exalay, our
Elmore, Ohio facility is located near and derivesvpr from a nuclear power plant, which could barget for a
terrorist attack. In addition, future terroristeaks, related armed conflicts or prolonged or iaseg tensions in the
Middle East or other regions of the world couldsmeonsumer confidence and spending to decreageadang
demand for consumer goods that contain our prodEatsher, when the United States armed forceshamdved in
active hostilities or large-scale deployments, degespending tends to focus more on meeting theigaiyneeds of
the troops, and planned expenditures on weaponsthed systems incorporating our products may daaed or
deferred. Any of these occurrences could also as@evolatility in the United States and worldwidehcial
markets, which could negatively impact our sales.

We may be unable to access the financial marketsfarorable terms.

The inability to raise capital on favorable terparticularly during times of uncertainty in thedimcial market:s
could impact our ability to sustain and grow ousibess and would increase our capital costs. lticpéar, the
substantial volatility in world capital markets digethe global economic crisis has had a significeagative impact
on the global financial markets.

We rely on access to financial markets as a siganifi source of liquidity for capital requirements matisfied
by cash on hand or operating cash flow. Our adwet® financial markets could be adversely impbig various
factors, including:

» changes in credit markets that reduce availablditope the ability to renew existing liquidity fdities on
acceptable term:

* a deterioration of our cred

« a deterioration in the financial condition of thenlzs in which we do busines
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« extreme volatility in our markets that increasesgimaor credit requirements; ai

« the collateral pledge of substantially all of ossets in connection with our existing indebtednessch
limits our flexibility in raising additional capita

All of these factors have adversely impacted ogeas to the financial markets at various times tvetast
five years. The global economic crisis may maldsfftcult for us to access the credit market anelbtain financing
or refinancing, as the case may be, to the exirgssary, on satisfactory terms or at all.

Low investment performance by our domestic pensidan assets may require us to increase our pendiahility
and expense, which may require us to fund a portieihour pension obligations and divert funds fromireer
potential uses

We provide defined benefit pension plans to elgidmployees. Our pension expense and our required
contributions to our pension plans are directlyetid by the value of plan assets, the projectedofaeturn on pla
assets, the actual rate of return on plan assdttharactuarial assumptions we use to measureafimed benefit
pension plan obligations, including the rate atchitfuture obligations are discounted to a preseahtey or the
discount rate. As of December 31, 2009, for penamgounting purposes, we assumed an 8.25% ragtushron
pension assets.

Lower investment performance of our pension plaetssresulting from a decline in the stock marketd
significantly increase the deficit position of qulans. Should the pension asset return fall belomeapectations, it
is likely that future pension expenses would inseed he actual return on our plan assets for teb/exmonths
ending December 31, 2009 was a gain of approxima&do.

We establish the discount rate used to determm@tbsent value of the projected and accumulateefibe
obligation at the end of each year based uponuhiable market rates for high quality, fixed inceimvestments.
An increase in the discount rate would reduce tiheré pension expense and, conversely, a loweoudidcate
would raise the future pension expense.

Based on current guidelines, assumptions and gstimniacluding stock market prices and interegts;ave
anticipate that we will be required to make a camhtribution of approximately $8 million to our p@on plan in
2010. If our current assumptions and estimatesi@ireorrect, a contribution in years beyond 201§ imagreater
than the projected 2010 contribution required.

We cannot predict whether changing market or ecanoonditions, regulatory changes or other factuits
further increase our pension expenses or fundifigaitons, diverting funds we would otherwise apfdyother use

Our expenditures for post-retirement health bensfitould be materially higher than we have prediciédur
underlying assumptions prove to be incorrect.

We also provide post-retirement health benefitgligible employees. Our retiree health expenséréctly
affected by the assumptions we use to measurestitga health plan obligations, including the assdmate at
which health care costs will increase and the distoate used to calculate future obligations. fétiree health
accounting purposes, we maintained the assumedtratieich health care costs will increase for thetryear at 8%
for both December 31, 2009 and December 31, 2@0&ddiition, we have assumed that this health azseiccreas:
trend rate will decline to 5% by 2016. We have ugedsame discount rates for our retiree healthspilhat we use
for our pension plan accounting.

Assumed health care cost trend rates have a signifeffect on the amounts reported for the health plans.
A one percentage point increase in assumed hemihcost trend rates would have increased theqmpteyment
benefits included among the liabilities in our ela sheet by $0.6 million at December 31, 2009.

We cannot predict whether changing market or ecanoonditions, regulatory changes or other factuits
further increase our retiree health care expensebligations, diverting funds we would otherwigmby to other
uses.
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We are subject to fluctuations in currency exchangees, which may negatively affect our financi
performance.

A significant portion of our sales is conductednternational markets and priced in currencies rotihen the
U.S. dollar. Revenues from customers outside ofJihised States (principally Europe and Asia) amedrtb 35% ¢
sales in 2009, 37% in 2008 and 43% in 2007. A ficanit part of these international sales are prioeclrrencies
other than the U.S. dollar. Significant fluctuasdn currency values relative to the U.S. dollaymagatively affect
our financial performance. In the past, fluctuasiom currency exchange rates, particularly forghs and the yen,
have impacted our sales, margins and profitabilitye fair value of our net asset relating to oundilag foreign
currency contracts was $0.1 million at December2BD9, indicating that the average hedge rates sligyetly
favorable compared to the actual year-end markeftange rates. While we may hedge our currencyddiioss to
mitigate the impact of currency price volatility onr earnings, any hedging activities may not leassful.

Our holding company structure causes us to rely famds from our subsidiaries.

We are a holding company and conduct substantdlilyur operations through our subsidiaries. Asking
company, we are dependent upon dividends or otierciompany transfers of funds from our subsidsaride
payment of dividends and other payments to us Ibysobsidiaries may be restricted by, among othagth
applicable corporate and other laws and regulatiameements of the subsidiaries and the termsrofwrent and
future indebtedness.

Our financial results are likely to be negativelynpacted by an impairment of goodwill should our skaolder
equity exceed our market capitalization for a nunmb quarters.

A goodwill impairment charge may be triggered byeduction in actual and projected cash flows, witichld
be negatively impacted by the market price of @mmmon shares. Our goodwill balance at Decembe2@19 was
$67.0 million. Any required non-cash impairment gacould significantly reduce this balance andehawnaterial
impact on our reported financial position and ressaf operations.

Item 1B. UNRESOLVED STAFF COMMENTS

None.
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Item 2. PROPERTIES

We operate manufacturing plants, service and d#udities throughout the world. During 2009, we chea
effective use of our productive capacities at aingipal facilities. We believe that the qualitydaproduction
capacity of our facilities is sufficient to mairmadur competitive position for the foreseeable fatunformation as
of December 31, 2009, with respect to our signifidacilities that are owned or leased, and thpeesve segments
in which they are included, is set forth below.

Approximate

Number of
Location Owned or Leasel Square Feetl
Corporate and Administrative Office
Mayfield Heights, Ohic23)®) Leasec 53,80(
Manufacturing Facilities
Bloomfield, Connecticu®) Leasec 23,40(
Brewster, New Yorl®) Leasec 75,00(
Buellton, Californis() Leasec 35,00¢(
Buffalo, New York®) Owned 97,00(
Delta, Utah(2 Owned 86,00(
Elmore, Ohic®) Owned/Lease 556,000/300,0C
Fremont, Californi«3 Leasec 16,80(
Limerick, Ireland®) Leasec 18,00(
Lincoln, Rhode Island4 Owned/Lease 130,000/11,00
Lorain, Ohio(@ Owned 55,00(
Louny, Czech Republi® Leasec 19,80(
Milwaukee, Wisconsii() Owned/Lease 99,000/7,30
Newburyport, Massachuse(® Owned 30,00(
Reading, Pennsylvan® Owned 123,00(
Santa Clara, Californi®) Leasec 5,80(
Singapore®) Leasec 4,50(
Subic Bay, Philippine@ Leasec 5,00(
Suzhou, Chini® Leasec 22,40(
Taipei, Taiwar(®) Leasec 11,50(
Tucson, Arizond3) Owned 53,00(
Tyngsboro, Massachuse®) Leasec 38,00(
Westford, Massachuse®) Leasec 75,00(
Wheatfield, New York2) Owned 35,00¢(
Windsor, Connectict(t) Leasec 34,70(
Service and Distribution Center
Elmhurst, Illinois@ Leasec 28,50(
Fukaya, Japa(@@)4) Owned 35,50(
Singapore@ )@ Leasec 2,50(
Stuttgart, German(2“) Leasec 24,80(
Theale, Englan(®(@@)#) Leasec 9,70(
Tokyo, JapaiM@E)4) Leasec 6,90(
Warren, Michigar(@ Leasec 34,50(

() Advanced Material Technologies and Servi
() Specialty Engineered Alloy
®) Beryllium and Beryllium Composite
@ Engineered Material Syster
®) All Other
In addition to the above, the Company holds certaimeral rights on 7,500 acres in Juab County, iaim

which the beryllium-bearing ore, bertrandite, is'ed by the open pit method. A portion of these maheghts are
held under lease. Ore reserve data can be fouRdriril, Item 7 of this Form 10-K.
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Item 3. LEGAL PROCEEDINGS

Our subsidiaries and our holding company are stifj@n time to time, to a variety of civil and advistrative
proceedings arising out of our normal operationsluiding, without limitation, product liability cias, health, safe
and environmental claims and employment-relateidast Among such proceedings are the cases deddydlew.

Beryllium Claims

As of December 31, 2009, our subsidiary, Brush Waifl Inc., was a defendant in four proceedings ifoua
state and federal courts brought by plaintiffsgitig that they have contracted, or have been platadk of
contracting, beryllium sensitization or chronicylbum disease or other lung conditions as a resiuéxposure to
beryllium. Plaintiffs in beryllium cases seek reeowunder negligence and various other legal tesand seek
compensatory and punitive damages, in many cas@s wfispecified sum. Spouses of some plaintifisnclass of
consortium.

As of December 31, 2008, there were nine beryllaases (involving 36 plaintiffs) and as of Decembky
2009, there were four beryllium cases (involvingheiplaintiffs). During 2009:

« two plaintiffs were added to one pending ci

« one plaintiff was dismissed from one pending ¢

 two cases (involving nine plaintiffs) were dismids

« three cases (involving 16 plaintiffs) were setied dismissed; ar

« two plaintiffs were dismissed from one purporteakssl action (involving nine named plaintiffs) durthg
third quarter; and the denial of class certificativas affirmed by the appellate court during thedtquarter,
which plaintiffs did not appeal; therefore, thee#&sproceeding as an individual claim (involviigef
plaintiffs), and two additional plaintiffs were disssed because they have separate claims pel

The four pending beryllium cases as of DecembeRBQ9 fall into two categories: three cases invajvive
individual plaintiffs, plus two spouses with conts@m claims, and one purported class action, inwmgivone named
plaintiff, as discussed more fully below. Theseesaare covered by insurance, subject to an anedaictible.

The first purported class action is Gary Anthonypmall Tube Manufacturing Corporation d/b/a Smaib&
Products Corporation, Inc., et al., filed in theu@@f Common Pleas of Philadelphia County, Pervasyh, case
number 000525, on September 7, 2006. The caseanas/ed to the U.S. District Court for the Easterstiixt of
Pennsylvania, case number 06-CV-4419, on Octob20@6. The only named plaintiff is Gary Anthony.eTh
defendants are Small Tube Manufacturing Corporatiima Small Tube Products Corporation, Inc.; Adiniietals
Inc.; Tube Methods, Inc.; and Cabot Corporatiore plaintiff purports to sue on behalf of a classwfrent and
former employees of the U.S. Gauge facility in &mWille, Pennsylvania who have ever been expasédryllium
for a period of at least one month while employed &. Gauge. The plaintiff has brought claimsrfegligence.
Plaintiff seeks the establishment of a medical nwoinig trust fund, cost of publication of approwguidelines and
procedures for medical screening and monitorintpefclass, attorneys’ fees and expenses. Defenddnet
Methods, Inc. filed a third-party complaint agaiBstish Wellman Inc. in that action on November2@06. Tube
Methods alleges that Brush supplied beryllinantaining products to U.S. Gauge, and that Tubthbtis worked o
those products, but that Brush is liable to Tubehdds for indemnification and contribution. Brusbwed to
dismiss the Tube Methods complaint on Decembe@26. On January 12, 2007, Tube Methods filed asnaled
third-party complaint, which Brush moved to dismigsJanuary 26, 2007; however, the Court deniednibiton on
September 28, 2007. Brush filed its answer to theraled third-party complaint on October 19, 2007. O
November 14, 2007, two of the defendants filediat jmotion for an order permitting discovery to reake
threshold determination of whether plaintiff is siized to beryllium. On February 29, 2008, Bruidf a motion
for summary judgment based on plaintiff's lack af@ubstantially increased risk of CBD. Oral argatman this
motion took place on June 13, 2008. On Septembe2(BIB, the court granted the motion for summadginent in
favor of all of the defendants and dismissed pifistclass action complaint. On October 29, 200Rjntiff filed a
notice of appeal. The Court of Appeals had graatetbtion to stay
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the appeal due to the bankruptcy of one of the llggse Millennium Petrochemicals. On April 3, 20@mall Tube
Manufacturing filed a motion for relief in bankregtcourt from the automatic stay, asking that thekbouptcy court
modify the stay to allow Small Tube Manufacturingidemnification claim against Millennium Petrocheats and
the Anthony case to proceed to final judgment,udirig all appeals. On May 14, 2009, the bankruptiyrt
approved a stipulation and order modifying the m#tc stay to permit Millennium Petrochemicals &rdall Tube
Manufacturing to participate in the appeal. On N&y 2009, Small Tube Manufacturing filed an unopabsiotion
with the Court of Appeals to lift the stay, whidtetcourt granted on June 22, 2009. On July 29, ,206@Company
and the other appellees filed their brief in thai€of Appeals.

As reported above, the Company had one purportess ection that is now proceeding as an individizh.
The second purported class action was Manuel Matial. v. Brush Wellman Inc., filed in Superior@bof
California, Los Angeles County, case number BC289@5 July 15, 2003. The named plaintiffs were Mdnu
Marin, Lisa Marin, Garfield Perry and Susan Pefiye defendants were Brush Wellman, Appanaitis prisgs,
Inc., and Doe Defendants 1 through 100. A First Adesl Complaint was filed on September 15, 2004 imgfive
additional plaintiffs. The five additional nameajitiffs were Robert Thomas, Darnell White, Leondodfrion,
James Jones and John Kesselring. The plaintigged that they had been sensitized to berylliuntendrployed a
the Boeing Company. The plaintiffs’ wives claimedd of consortium. The plaintiffs purported to esgamt two
classes of approximately 250 members each, onéstiogsof workers who worked at Boeing or its preggsors ar
were beryllium sensitized and the other consistihthheir spouses. They brought claims for negligestrict
liability — design defect, strict liability —failure to warn, fraudulent concealment, breachrgflied warranties, ar
unfair business practices. The plaintiffs soughtrintive relief, medical monitoring, medical andalth care
provider reimbursement, attorneys’ fees and cost®cation of business license, and compensatahpanitive
damages. Messrs. Marin, Perry, Thomas, White,idoffdones and Kesselring represented current asid p
employees of Boeing in California; and Ms. Marirdavis. Perry were spouses. Defendant Appanaitisrfirises,
Inc. was dismissed on May 5, 2005. Plaintiffetion for class certification, which the Compampposed, was hes
by the court on February 8, 2008, and the motios eéemied by the court on May 7, 2008. Plaintiffsdia notice of
appeal on May 20, 2008. Oral argument took placéutyi22, 2009. On August 24, 2009, the Court opégds
issued a decision affirming the denial of classifteation. Messrs. Thomas and White were dismisseglaintiffs
due to their deaths. Plaintiffs did not appealdbeision of the Court of Appeals. The case is nove@eding as an
individual claim involving five plaintiffs (Messrdarin, Perry and Kesselring and the spouses oskde#larin and
Perry). Messrs. Jones and Joffrion were dismissed this case because they already had individaahs pending
The Marin case has been stayed pending the tfisfieadones and Joffrion cases, which are schedotddarch 30
2010.

Subsequent Events

From January 1, 2010 to March 8, 2010, the follgxsnbsequent events took place. In the Anthony, thse
Court of Appeals heard oral arguments on Januar@10, and the matter is now under submission.

Other Claims

One of our subsidiaries, Williams Advanced Materialc. (WAM), is a party to patent litigation ineth
U.S. involving Target Technology Company, LLC ofitre, California (Target). The litigation involveatents
directed to technology used in the production of%s, which are high storage capacity DVDs, anéothptical
recording media. The patents at issue primarilyceam certain silver alloys used to make the sefiéctive layer ir
DVD-9s, a thin metal film that is applied to a DV@through a process known as sputtering. The ratgnmbused
in the sputtering process is called a target. Taaljeges that WAM manufactures and sells infriggsputtering
targets to DVD manufacturers.

In the first action, filed in April 2003 by WAM agest Target in the U.S. District Court, Westerntbt of
New York (caseno. 03-CV-0276A (SR)) (the NY Action), WAM had ask#éhe Court for a judgment declaring
certain Target patents invalid and/or unenforceahawarding WAM damages. Target counterclaimiedjialg
infringement of those patents and seeking a judgfieernnfringement, an injunction against furthafringement
and damages for past infringement. Following cengoceedings in which WAM was denied an injunction
prevent Target from suing and threatening to sueMéAcustomers, Target filed an amended counterckaicha

18




Table of Contents

third-party complaint naming certain of WABItustomers and other entities as parties to e aad adding relat
other patents to the NY Action. The action tempgravas stayed pending resolution of the ownerséspe in the
CA Action (defined below), as discussed more folow. On January 26, 2009, the Court in the CAidkcorderes
that the case and remaining issues be transfeyre tCourt in the NY Action. As a result, the stayhe NY Actior
has been lifted, and the Court in the NY Action bassolidated the CA Action with the NY Action. Withe partie
having resumed pre-trial proceedings, Target hadesh¢he Court to further amend its counts for iife@ment to
include only certain claims of six of the patersiroed to be owned by Target. If granted, Target'snts for
infringement of other claims in those patents @rather patents claimed to be owned by Target d/&el removed
from the NY Action. WAM had opposed the motion e extent Target seeks dismissal without prejudidbe
counts for infringement of the other claims andeotpatents. Following a Court hearing on Targetgiom to
amend its pleadings and upon agreement of theepaftarget further amended its counts for infringetto include
a total of nine U.S. patents and withdrawing fotlireo patents. In response to Target’s amendmadtg pfeadings,
WAM moved for (a) dismissal of Target’'s counts fack of jurisdiction on the basis that Target dad awn the
patents, (b) terminating sanctions on the basigigétion misconduct by Target, and (c) a staylisicovery pending
a decision by the Court on the first two WAM motiomall of which motions are pending. WAM continteslispute
Target's claims of ownership of all of the pateswsl denies both validity and infringement of théeepaclaims.
Following a September 11, 2009 oral argument on Wi&Aotions, the Magistrate Judge reserved decisiah
pending the Court’s action on the motions effedyivatayed further discovery. On October 28, 2068, Magistrate
Judge recommended to the District Court Judgetiiga€ourt deny WAM'’s motion for dismissal of Targatounts
for lack of jurisdiction on the basis of WAM'’s chaithat Target did not own the patents. The Magistiadge
reasoned that, in view of the earlier reported Malver 2008 settlement agreement between the Songaroes and
Target, any lack of jurisdiction was cured wheduy 2009, Target filed an amended answer. The $fiege Judge
further deferred until trial WAM’s motion for termaiting sanctions because of Target's litigationcargluct, but
reopened discovery. Both WAM and Target objectetthéoMagistrate Judge’s report, and their objectiare yet to
be heard by the District Court Judge before he mbgyon the recommendation. Nothwithstanding theistaate
Judge’s recommendation, WAM continues to disputgdtés claims of ownership of the patents remainimthe
Action, and to deny both validity and infringemeifithe patents. The Magistrate Judge by separdtr and with
the consent of the parties referred the case tediator for consideration under the Court’s altegrdispute
resolution plan, which mediation is ongoing. Nodla®e to complete discovery has yet been set, asratrial date
been scheduled.

Target in September 2004 filed in the U.S. Dist@ourt, Central District of California (case
no. SAC04-1083 DOC (MLGXx)), a separate action fidfingement of one of the same patents named ilNthe
Action (the CA Action), naming as defendants WAMIarertain of WAM'’s customers who purchase certaiNV
sputtering targets. Target sought a judgment tlepatent is valid and infringed by the defendaa{sermanent
injunction, a judgment on ownership of certain Engatents, damages adequate to compensate Tar¢jet f
infringement, treble damages and attorneys’ fedscasts. In April 2007, Sony DADC U.S., Inc. amantger Sony
companies (Sony) had intervened in the CA Acti@inecing ownership of that patent and others of tiemts that
Target is seeking to enforce in the NY Action. Serofaim was based on its prior employment of thteptee and
Targets founder, Han H. Nee (Nee), and had included sadédrfor damages against both Target and Nee. WA
behalf of itself and its customers has a paid-cgnise from Sony under any rights that Sony hasdgset patents.
Although trial of the CA Action had been scheduledMarch 2009, in December 2008, a confidentitlement
agreement was reached between Target and Sonyllassva partial settlement agreement between Targe
WAM releasing WAM and its customers from infringemhef the one named patent. As a result, the issaes
subject to any settlement were (1) a remaining tuwhich the Target parties had requested a juedgrdeclaring
that Target is the owner of certain of the Targdepts and (2) WAM's request for sanctions agaiasget.
Pursuant to various stipulations filed by the gartthe Court on January 6, 2009 ordered a dishvigtbaprejudice
of all of the respective intervention claims andmigrclaims between the Target parties and the Sompanies,
and a dismissal without prejudice of the countémtéaby WAM and its defendant customers, the exoegdtieing th
remaining declaratory judgment count on patent oship. Following motions filed by the parties, @@eurt on
January 26, 2009 ordered that the case and rergagsunes be transferred to the Court in the NY dkcti
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Item 4. RESERVED

PART Il

Item 5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information and Dividends

The Company’s common shares are listed on the Nesk $tock Exchange under the symbol “BW”. As of
February 22, 2010, there were 1,444 shareholdeecofd. The table below is a summary of the rafgearket
prices with respect to common shares during eaahtguof fiscal years 2009 and 2008. We did notgray
dividends in 2009 or 2008. We have no current itid@rto declare dividends on our common sharekémiear tern
Our current policy is to retain all funds and eags for the use in the operation and expansiomuobuasiness.

Stock Price Range

Fiscal Quarters High Low
2009
First $17.27 $10.5C
Second 19.1¢ 12.41
Third 25.3¢ 14.11
Fourth 27.0¢ 17.11
2008
First $38.12 $23.71
Seconc 34.6: 24.6(
Third 31.27 19.07
Fourth 19.4] 6.9¢

20




Table of Contents

Performance Graph

The following graph sets forth the cumulative shatder return on our common shares as compardtto t
cumulative total return of the S&P SmallCap 600exadnd the Russell 2000 Index as Brush Engineeraeials

Inc. is a component company of these indices.
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The above graph assumes that the value of our consimares and each index was $100 on December 34, 20
and that all dividends, if paid, were reinvested.
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Item 6. SELECTED FINANCIAL DATA

Brush Engineered Materials Inc. and Subsidiaries

(Thousands except for per share data) 2009 2008 2007 2006 2005
For the year
Net sales $715,18¢ $909,71: $95570¢ $763,05 $541,26
Cost of sale: 623,76 757,83t 759,03 600,88: 431,02«
Gross margir 91,42 151,87! 196,67: 162,17: 110,24:
Operating (loss) profi (19,485 28,07: 84,46" 43,84( 19,50¢
Interest expens— net 1,29¢ 1,99¢ 1,76( 4,13¢ 6,372
(Loss) income before income tax (20,789 26,07¢ 82,70: 39,70t 13,131
Income taxes (benefi (8,429 7,71¢ 29,42( (9,899 (4,689
Net (loss) incom (12,35%) 18,357 53,28 49,60: 17,82¢
Earnings per share of common stc

Basic (0.6)) 0.9¢ 2.62 2.52 0.9

Diluted (0.67) 0.8¢ 2.5¢ 2.4¢F 0.9z
Depreciation and amortizatic 32,36¢ 34,20: 24,29¢ 25,14: 22,79
Capital expenditure 44,17: 35,51¢ 26,42¢ 15,52: 13,77¢
Mine development expenditur 80¢ 421 7,121 — —
Year-end position
Working capital 140,48: 189,89¢ 216,25: 158,06 115,53:
Ratio of current assets to current liabilit 2.0to ] 2.8to: 29to: 2410 241t0:
Property and equipmer

At cost 665,36 635,26t 583,96 557,86: 540,42(

Cost less depreciation and impairm 227,76t 207,25: 186,17! 175,92¢ 177,06:
Total asset 621,95: 581,89 550,55: 498,60¢ 402,70:
Long-term liabilities 131,63( 116,52: 69,14( 70,73 73,49
Long-term debr 8,30¢ 10,60¢ 10,00: 20,28: 32,91¢
Shareholder equity 339,85¢ 347,09° 353,71 291,00( 211,47¢

Weighted-average number of shares of stock
outstanding
Basic 20,19 20,33t 20,32( 19,66¢ 19,21¢
Diluted 20,19 20,54: 20,61: 20,23« 19,37:

Capital expenditures shown above include amourgstgmder government contracts for which reimbuesgs
were received from the government in the amoun&28t2 million in 2009, $8.0 million in 2008 and.$3nillion in
2007. The reimbursements are recorded within le@ng+iabilities.

Changes in deferred tax valuation allowances deerkancome tax expense by $21.8 million in 2006 and
$8.1 million in 2005.

See Notes to Consolidated Financial Statements.
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Item 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF F INANCIAL CONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

We are an integrated producer of high performade@rced engineered materials used in a varietieofrecal,
electronic, thermal and structural applicationsr Pwducts are sold into numerous markets, inclgdin
telecommunications and computer, aerospace andsiefmedical, industrial components, data stormg@motive
electronics and appliance.

Sales of $715.2 million were 21% lower in 2009 ti@R008 largely as a result of the global econoaisis as
demand from various key markets declined signifiyameginning in the fourth quarter 2008 and coumtid to
remain at very low levels into 2009. We believet thare was excess inventory in the supply chahrieeded to be
worked down when the crisis hit and therefore thmand from our customers on us initially fell fugththan the
decline in consumer spending. Conditions improvepdrtions of various markets as 2009 progressgdhis
improvement was tempered by a softening of defansemedical market sales in the second half oj¢iae. After
reaching a near-term low point in the first qua®@9, order entry and sales grew in each subséquarter of the
year. Shipping levels in the fourth quarter 2008yéver, still remained below the shipping level2008 before th
crisis began.

Gross margin and profitability declined significlgrin 2009 largely as a result of the fall-off ialss. In
response to the decline in sales, we implementeduscost-saving initiatives that helped offsgioation of the
negative margin impact of the lower sales volumanpbwer levels were reduced, compensation and ikensfre
frozen and/or cut and various discretionary spemdems were eliminated.

The operating loss was $19.5 million in 2009 coreddo an operating profit of $28.1 million in 2008.
addition to the impact from the changes in saldsrnaes and the cost-saving initiatives, profitaiilit 2009 was
affected by an unfavorable non-cash $4.9 milliomkyia-market valuation on a derivative and $2.1lionil of
severance and restructuring costs.

In October 2009, we purchased the outstanding stbBlarr Associates, Inc. (Barr) for $55.2 millioncash.
Barr produces precision thin film optical filtersad in defense, medical, telecommunications aner atlarkets. Th
acquisition of Barr, coupled with our existing ogigons, allows us to provide a broad array of @bffitters across a
wide band of wavelengths.

We reduced our working capital investments in lighthe reduced sales and profitability and, assalt, we
generated cash flow from operations of $41.5 niliio 2009. We also limited our capital spendindpigh priority
items; capital spending, excluding amounts reimaitsy the Department of Defense under a governowaritact,
was below the level of depreciation.

Debt totaled $64.5 million at year-end 2009, amease of $22.7 million during the year. The
debt-to-debt-plus-capital-ratio was 16% at Decem®&r2009. The increase in debt plus the cash filom
operations and excess cash were used to fund the&guisition and capital expenditures.

RESULTS OF OPERATIONS

(Millions except for per share data) 2009 2008 2007
Net sales $715.2 $909.7 $955.7
Operating (loss) profi (19.5 28.1 84.t
(Loss) income before income tay (20.9) 26.1 82.7
Net (loss) incomi (12.4) 18.4 53.c
Diluted earnings per sha (0.67) 0.8¢ 2.5¢

Salesof $715.2 million in 2009 were $194.5 million, at%, lower than sales of $909.7 million in 2008, khi
sales in 2008 were $46.0 million, or 5%, lower tsates of $955.7 million in 2007.
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Domestic sales declined 19% in 2009 from 2008 aftewing 6% in 2008 over 2007. International salese
25% lower in 2009 than 2008 and 19% lower in 20GHtin 2007.

Sales to all major markets were lower in 2009 tina2008. Demand from various markets declined §icpmtly
as a result of the global economic crisis and ¢teted impact on consumer spending. We believetieademand
level in certain markets initially fell further thahe actual decline in consumer spending levessrasult of excess
inventory levels in the downstream supply chaieS#o certain markets also were affected by gavent spendin
levels, energy prices and other factors in 2009.

Sales to théelecommunications and computer marketir largest market, declined 16% in 2009 from&00
after growing 19% in 2008 over 2007. Demand leg#dsted to soften in the fourth quarter 2008 aredh tiell
significantly in the first quarter 2009 due to tflebal economic crisis. By the fourth quarter 20@mand had
improved over the levels from the first quarter 2@t had not yet returned to the levels priohm gtart of the
crisis. Demand from thappliance marketvas also severely affected by the economic crisisaur sales into this
market declined by over 40% in 2009.

Automotive electronisales declined at a double digit rate in both 2889 2008 from the respective prior ye
Shipments into Europe, partially spurred by thedowalue of the U.S. dollar, helped offset a portd the
weakness in the U.S. market.

Sales fordefense applicationswhich had grown in 2008 over 2007, initially weret affected by the global
economic crisis and remained solid for the firdf b82009. However, program funding delays, pusksof orders
and other factors reduced demand in the seconabhtié year and defense sales in 2009 fell bel@n2008 level.

Medical markesales were higher in the first half of 2009 thaa fihst half of 2008, but a combination of softer
demand and a manufacturing quality issue, whichbleas resolved, reduced sales in the second heédéofear.
Medical sales had grown in 2008 over 2007 in paet i the acquisition of Techni-Met in the firstaqier 2008.

Sales for oil and gas applications within thdustrial components markgtew in the first three quarters of
2008 over 2007, but then declined in the fourthregar?008 due to temporary disruptions to drillmgerations in th
southern U.S. caused by Hurricane lke and a detlieaergy prices. Demand remained soft in 2008 r@sult of
the relatively low energy prices and excess inveesdn the supply chain.

Sales into thelata storage marketere lower in 2009 from 2008 after declining sigegahtly in 2008 from the
very high levels in 2007. See “Segment Disclosubeddw for further discussion.

Offsetting a portion of the weakness in our traditil markets was the continued development of uanew
products and applications for our existing and neavkets. One of the key new markets we are tamgébingrowth
is theenergy market Each of our major businesses is developing swidfor alternative energy applications for this
growing market and, while still relatively minoglss into this market improved in 2009 over the@[Wel.

Sales are affected by metal prices as changegaigus metal and a portion of the changes in bagelmrices
primarily copper, are passed on to our customespp€r prices have been volatile and, while markieep by year-
end 2009 were quite high, the average price foP208s lower than the average price for 2008. Theame price
for copper in 2008 was higher than the 2007 avepaige. Prices for gold and other precious metaissiased in the
second half of 2009 and for the year were highesv@rage than in 2008. Precious metal prices wigheehin 2008
than in 2007 as well. Ruthenium prices have fadlear the last two years. We estimate that the mtainprice
impact decreased sales $9.1 million in 2009 as enetpto 2008 and increased sales $50.7 millioldd82s
compared to 2007.

We implemented various cos&ving initiatives beginning late in the fourth fea 2008 and throughout the fi
nine months of 2009 in response to the weakenidgrantry rate at that time. By the end of 200@Jweking the
impact of the Barr acquisition in the fourth quae09, total manpower was reduced by 14% from-gear2008
levels and 17% from the end of the third quarté&d®®vertime in the plants was eliminated and ragwiork hours
were reduced in many cases. The Company matchdotQ1(k) savings plan was first reduced in hatf gnen
suspended altogether for the majority of employBéscretionary spending was reduced and variouggi®and
initiatives were cancelled or delayed. Compensdtwals were frozen and then reduced for the nigjofi
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employees; by year-end 2009, the pay reductione veenstated. These cost-saving initiatives favgratbpacted
gross margins and selling, general and adminigg&xkpenses in 2009. Severance and related cesisiated with
the headcount reductions totaled $2.1 million i62&nd were included in selling, general and adstrative
expenses on the Consolidated Statement of Income.

We estimate that spending on certain operatingsdestluding materials) and other manufacturinglozad
and administrative costs was reduced by approxignafés in 2009 from the 2008 level.

Gross marginof $91.4 million was 13% of sales in 2009 compaefi151.9 million, or 17% of sales, in 2008
and $196.7 million, or 21% of sales, in 2007. Téwér sales volume in 2009 reduced margins by amated
$69.5 million from 2008 and was the cause for therall decline in margins in 2009 from 2008. Prdéhrclevels
were reduced in 2009 (due to the lower sales aedction in inventory) which resulted in operatingfficiencies
at various facilities that negatively affected masg The change in product mix was unfavorableG@®as
compared to 2008 partially due to lower sales ghlr margin generating beryllium-containing prodtint2009.
The 2009 gross margin was also reduced by theofé@smanufacturing quality return, unplanned dowmetion a ke
piece of equipment and inventory valuation adjusiisie

The cost-reduction efforts offset a portion of tiegative impact of the above items on gross mang?®09 as
operating and overhead manufacturing costs wererl@w2009 than in 2008.

The market price of ruthenium declined from a haflover $800 per troy ounce in the first quarte®d2@ a
low of below $100 per troy ounce in 2009. Accougtiegulations require inventory to be carried atltwer of its
cost or market. As a result of the generally fgllprices over this time period, we recorded lowfarast or market
charges of $0.7 million in 2009, $15.2 million i and $4.5 million in 2007.

After a rapid increase in the market price of ruiben late in 2006 and early 2007, we sold prodatisrices
significantly higher than their original materialst, generating an additional $22.9 million of margrimarily in
the first half of 2007. This benefit did not repea008 and 2009 as we changed our pricing pregso that our
purchase price for ruthenium forms the basis ferptice charged to our customers.

In addition to the above items that affected thmgarison between the 2008 and 2007 gross marginotrer
sales volume in 2008 reduced margins by an estth$2#&.0 million as compared to 2007. Manufactuorgrhead
costs were higher in 2008 than in 2007 due to am@e in utilities, freight and other items. The giragenerated by
Techni-Met, improved pricing in portions of the mess and a favorable foreign currency translatiect offset a
portion of the impact of the decline in volume, ’has in product mix and higher overhead costs. Mangere
reduced $5.7 million in 2007 as a result of qualéiurns from a key customer and related reworksanap costs.

In the first quarter 2009, we determined that thmestic defined benefit pension plan was curtaileel to the
significant reduction in force. As a result of thetailment and the associated remeasurement,coeded a
$1.1 million one-time benefit during the first qtear2009, $0.8 million of which was recorded agaawst of sales
and $0.3 million recorded against selling, genaral administrative expenses on the ConsolidatediSéemt of
Income. In addition to the one-time benefit, th@2@nnual expense under the plan was reduced Byn§llion
from the initial projected expense had the planb®an curtailed. The all-in expense on this plas $&2 million in
2009 compared to $4.8 million in 2008. See “Critikacounting Policies” below.

Selling, general and administrative expens&G&A) were $89.8 million in 2009 (13% of sales),
$104.5 million in 2008 (11% of sales) and $110.1iom in 2007 (12% of sales). SG&A expenses dedihé% in
2009 from 2008 after having declined 5% in 2008rfr2007. The lower expense in 2009 as comparedds 2@s
mainly due to the cost reduction efforts in lightloe sales decline as manpower levels and costslisoretionary
spending were cut in 2009. Sales and distributedated expenses were lower in 2009 than in 2008:4s

The incentive compensation expense on plans dabigneay in cash was $1.2 million lower in 2009t
2008 and $8.2 million lower in 2008 than in 200AeTthanges in the annual expense between yearcwesed by
the performance of the individual businesses radat their plans’ objectives. Stock-based compamsaxpense,
including the expense for performance restricteates) stock options, stock appreciation rightsrastticted stock,
was $3.5 million in 2009, $2.6 million in 2008 a$8.9 million in 2007. The comparison of stock-based
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compensation expense between years is affecteddnges in plan design, actual performance relédivhe plans’
objectives, movement in our stock price and othetdrs.

International SG&A expenses, excluding incentivenpensation, were approximately 19% lower in 20Gthth
in 2008 largely due to the cost reductions effartd a decline in sales-related expenses. Intenatéxpenses had
increased modestly in 2008 over 2007, mainly asalt of translation rate differences.

Acquisition-related expenses for legal, accounéing due diligence services totaled $0.7 millio20@9. As a
result of a change in accounting regulations effecianuary 1, 2009, acquisition-related expensest ive charged
against income as incurred. Previously, these esggewould have been capitalized as part of theafdbe
acquisition.

Other corporate administrative expenses were dédwé iillion in 2009 from 2008 in part due to thesto
reduction efforts and the related impact on comatms and benefits. Information technology costsenadso lower
as were costs for various outside services. In 20@0orate administrative expenses increasedriBlion over
2007 largely due to higher legal, compliance aridriation technology costs.

In addition to the items noted above, the compariahe total SG&A expenses between 2008 and 2867
affected by the inclusion of Techni-Met beginninghe first quarter 2008 and higher retirement<os2008.

Research and development expenéR&D) totaled $6.8 million in 2009, $6.5 million 008 and $5.0 million
in 2007. R&D expenses were below 1% of sales i @fthe last three years, although despite thearate-wide
cost reduction efforts in light of the lower sal@dume, we increased our R&D spending slightly @92. R&D
efforts are focused on developing new productsagmdications as well as continuing improvementstnexisting
products.

Thelitigation settlement gairof $1.1 million in 2008 represents the favorablglement of a lawsuit, net of
legal fees, in which we sought recovery of our tsgimder a previously signed indemnity agreement.

The litigation gain of $8.7 million in 2007 resudtéom the settlement of a lawsuit against our ferinsurers
in the fourth quarter of that year. We originaliled the lawsuit in order to resolve a dispute dvaw insurance
coverage should be applied to incurred indemniggds and defense costs. The court previously addsa
summary judgment in our favor in the third qua2e06 and awarded us damages of $7.8 million. Tfendants
did not pay the award at that time and, due tautieertainty of the appeal process, we did not tetwe benefits of
that award in our Consolidated Financial Stateméuntsier the terms of the settlement, the insurgrseal to pay us
$17.5 million and to provide enhanced insuranceecaye. This enhanced insurance includes occuriessed
coverage for years up to the date of the settlenmeritiding years when we did not have any bergilitelated
product liability insurance. We agreed to dismisslmad faith claim against the insurers, which s@seduled to go
to trial in the first quarter 2008, as well as g®r damage award of $7.8 million.

We applied $1.1 million of the settlement agaimabants recorded on our Consolidated Balance Slseet a
recoverable amounts for previously incurred inddynand defense costs. The remaining $16.4 millias wredited
to income on the Consolidated Statement of IncaMincurred $7.7 million of legal fees pursuing tesuit and
negotiating the settlement agreement in 2007, iigld net pre-tax benefit to income of $8.7 million

There were no litigation settlement gains in 2009.

Derivative ineffectivenessxpense of $4.9 million was recorded in 2009 opgper derivative embedded in a
debt obligation secured during the year. The dévigaserves as an economic hedge to changes irathe of our
copper inventories. However, the derivative dodsjoalify as a hedge for accounting purposes aad@és in its
fair value must be recorded against income aseongffeness. The derivative was in a loss positoafaear-end
2009 as a result of an increase in the market pficepper since the derivative’s inception. The9$aillion was a
non-cash expense in 2009.

Derivative ineffectiveness expense of $0.2 millior2008 and $0.1 million in 2007 was due to charigeke
fair value of an interest rate swap that did nalidu as a hedge for accounting purposes. This smapterminated
in the fourth quarter 2008.
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Other-netexpensefor each of the last three years is summarizeterfallowing table:

Income (Expense’

(Millions) 2009 2008 2007
Foreign currency exchange los: $0.7) $ (3.7 9$(0.€)
Amortization of intangible asse (4.0 3.5 (1.9
Metal consignment fee 3.3 4.5 (2.0
Directors deferred compensatic (0.7 1.2 0.3
Loss on sale of busine — — (0.3
All other items (1.4 (3.1) (1.3
Total $(9.5) 9$(13.¢) $(5.7)

Foreign currency exchange gains and losses reésuithovements in value of the U.S. dollar againsteuro,
yen and sterling and the maturity of hedge cont:

The amortization of intangible assets increase2DBO over 2008 primarily as a result of the inthlgassets
acquired with Barr in the fourth quarter 2009 arfdlayear of amortization of the Techni-Met intablg assets. The
increased amortization in 2008 over 2007 was dukedntangible assets purchased as part of thienl-ddet
acquisition in the first quarter 2008. See Not® Ehe Consolidated Financial Statements.

Metal financing fees are a function of the quardityl market price of precious metals held on coms@nt and
the consignment fee rate. The fee was lower in 2080 in 2008 as a result of a reduction in thentjtias of metal
on hand. The fee increased in 2008 over 2007 dtleetmclusion of Techni-Met’s metal requirementsier our
existing lines beginning in the first quarter 2008.

The income or expense on the directors’ deferredpemsation plan was a function of the outstandiages in
the plan and movements in the market price of tagks In the first quarter 2009, the Board of Dites amended
the deferred compensation plan, eliminating theadars’ ability to transfer their deferral balarmstween stock and
other investment options allowable under the phena result of the amendment, effective with thgityeing of the
second quarter 2009, the shares being held arengel marked-to-market against the income statement
accordance with accounting guidelines. Prior te tiange, in 2008, the share price decreased, \wuctted our
liability and created income. In 2007, the shaieguincreased, increasing our liability to the péamd resulting in an
expense.

In the first quarter of 2007, we sold substantiallyof the operating assets and liabilities ofo@its Processing
Technology, Inc. (CPT), a wholly owned subsididrgttmanufactures thick film circuits, for $2.2 nal. CPT,
which was acquired in 1996, was a small operatiith Iimited growth opportunities. The loss on tladeswas
approximately $0.3 million.

Other-net expense also includes bad debt expeasie discounts, gains and losses on the sale af igsets
and other non-operating items.

Theoperating lossn 2009 was $19.5 million compared to an operairgfit of $28.1 million in 2008. This
$47.6 million reduction in profitability was primar a result of the lower gross margin due to teelhe in sales
and other factors along with the derivative inetifeeness loss offset in part by the operating aretteead spending
savings from the cost reduction efforts, lower fginecurrency exchange losses and other items.

The 2008 operating profit was $56.4 million lesartithe recordigh operating profit of $84.5 million genera
in 2007. The lower of cost or market charge in 2608\pared to the ruthenium pricing benefit nethef fower of
cost or market charge and quality return chargg0bi7 and the differences in litigation settlemeainhdetween
years accounted for $35.5 million of the declingiiofit. The remaining $20.9 million decline in fitavas due tc
the margin impact from the lower sales volumest@g&, increased manufacturing overhead costs, higher
amortization expense, foreign currency exchangeekand other factors. Operating profit was 3%atssin 2008
and 9% of sales in 2007.

Interest expensevas $1.3 million in 2009, $2.0 million in 2008 adl.8 million in 2007. While debt levels and
the associated interest expense increased in tinth fguarter 2009 mainly as a result of the actjaisiof Barr,
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average debt levels for the full year 2009 werediothan in 2008. The average borrowing rate wagtdaw 2009
than in 2008 as well. The average debt level wagkdrithroughout 2008 than in 2007, primarily dué Techni-
Met acquisition, but the average borrowing rate loager.

The(loss) income before income taxaad theincome tax (benefit) expender each of the past three years
were as follows:

(Dollars in millions) 2009 2008 2007
(Loss) income before income tax $(20.¢) $26.1 $82.7
Income tax (benefit) expen (8.9 7.7 29.4
Effective tax rate (40.0% 29.¢% 35.t%

The effects of percentage depletion (a tax betigditresults from our mining operations), the piiaun
deduction and foreign source income and deducties major causes of the differences between thetafe and
statutory rates for all three years. The effe@acutive compensation was also a major causédatifference
between the effective and statutory rates in 20@B2007.

In 2009, the effective rate was affected by a 0t $nillion reduction in the tax reserves that wexorded in
accordance with accounting guidelines. In 2008 r¢serves were reduced a net $1.3 million whiler¢merves wet
reduced by an immaterial amount in 2007.

See Note P to the Consolidated Financial Statenfengsreconciliation of the statutory and effeetbax rates.

Thenet losswas $12.4 million, or $0.61 per share diluted, @2 compared to net income of $18.4 million, or
$0.89 per share diluted, in 2008 and $53.3 millam2.59 per share diluted, in 2007.

Segment Disclosures

The Company has four reportable segments — Advaklzgdrial Technologies and Services, Specialty
Engineered Alloys, Beryllium and Beryllium Compesitand Engineered Material Systems.

Beginning in the first quarter 2009, the operatiesults for Zentrix Technologies Inc. (Zentrix)small, wholly
owned subsidiary, are included in the Advanced Kt&echnologies and Services segment. Previodggirix
had been included with the corporate office as paftl Other. We made this change because the Aced
Material Technologies and Services segment managdameow responsible for Zentrix and this struetigr
consistent with our internal reporting and how @tairman of the Board evaluates the operationsrasdts for th
prior years have been recast to reflect this chaRgsults by segment are shown in Note M to thesGlistated
Financial Statements.

The All Other column in Note M includes our parenompany expenses, other corporate charges and the
operating results of BEM Services, Inc., a wholyned subsidiary that provides administrative andricial
oversight services to our other businesses ontaphas basis.

The All Other column shows an operating loss ofi$8illion in 2009 and $2.9 million in 2008 and gueoating
profit of $3.9 million in 2007. The increased las2009 as compared to 2008 was due primarily édb#h 9 million
derivative ineffectiveness expense recorded in 20@9%1.1 million litigation settlement gain reded in 2008, the
difference in the directors’ deferred compensakietween years and differences in the level of adsisged to the
other units offset in part by lower corporate spegdnd other factors.

The change in profitability between 2008 and 20@3 wue to a combination of the difference in litigia
settlement gains between periods, increased cdgooats, lower charges out to the business unitother factors
offset in part by reduced incentive compensatiahthe difference in the directors’ deferred compgios expense.
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Advanced Material Technologies and Servic

(Millions) 2009 2008 2007
Net sales $460.6 $480.c $533.f
Operating profit 22.€ 10.¢ 60.4

Advanced Material Technologies and Serviaesnufactures precious, non-precious and speciatalm
products, including vapor deposition targets, frdith@ssemblies, clad and precious metal prefohigg
temperature braze materials, ultra-fine wire, scinorganic materials, optics, performance cagtiand
electronic packages. These products are used @tess, semiconductor, photonic, hybrid and othereelectronic
applications within the telecommunications and cotapmarket. Other key markets for these produntiside
medical, data storage, defense, security and sokngy. An in-house refinery and metal cleaningaipens allow
for the reclaim of precious metals from internaBnerated or customers’ scrap. Due to the highafqetecious
metal products, we emphasize quality, deliverygrantince and customer service in order to attratnaaintain
applications. Development of new products and reshriologies is key for long-term growth. This seghteas
domestic facilities in New York, Connecticut, Wissin, Massachusetts and California and internati@edities in
Asia and Europe.

Sales from Advanced Material Technologies and 8esvof $460.8 million in 2009 were $19.5 milliom,48%6,
lower than sales of $480.3 million in 2008. Sate2008 were 10% lower than sales of $533.5 miliilpRA007.

We adjust our selling prices daily to reflect thierent cost of the precious and various non-precioatals
sold. The cost of the metal is generally a passdifin to the customer and we generate a margin ofabrication
efforts irrespective of the type or cost of the ahesed in a given application. Therefore, the enst mix of metals
sold will affect sales but not necessarily the nradpllars generated by those sales. On averag®) prices were
higher in 2009 and 2008 than the respective peary. We estimate that the higher metal pricegasad sales by
$5.0 million in 2009 as compared to 2008 and $4&lBon in 2008 as compared to 2007. This highetahprice
pass-through offset a portion of the decline irsalue to lower underlying volumes in both 2009 20@8.

After a weak first quarter 2009, sales of vaporadion targets, lids and wire products manufactaethe
Buffalo, New York facility for wireless and semiadunctor applications improved and were solid thetlage
quarters of the year. Sales of these products r@dngsignificantly in 2008 over 2007, but were achedy affected
by the global economic crisis beginning late in2@8 key customers pushed orders out in resporie glowdow!
in consumer spending.

Sales of lids from Thin Film Technology, Inc. (TEB)wholly owned subsidiary, grew 6% in 2009 oved2
after growing over 50% in 2008 over 2007. The gloimtsales in 2008 was fueled by strong demand tram
defense and medical markets and this high levgt@fith from both markets continued into the firaiflof 2009.
However, a key defense customer lost a major agmic for its product, resulting in significantlgduced demand
for lids from TFT in the second half of 2009. Sdi@smedical applications remained solid through2@®9.

Sales of inorganic chemicals and other materials fCERAC, a wholly owned subsidiary, declined iQ2@s
demand softened due to the global economic cib@mand levels started to improve in the fourth tpra2009.
Sales from CERAC had grown at a double digit rat2d08 over 2007. CERAC's products are used ircepti
security, solar energy and other applications.

Sales of precision precious metal polymer filmstfa medical market from Techhet grew in the first half ¢
2009 over the first half of the prior year. Howeweslight softening of demand coupled with a mantufring
quality issue late in the third quarter resulteddduced shipments in the fourth quarter and datebe year being
lower than 2008. The manufacturing issue has besvived and we anticipate that shipments will réoagk up to
the level prior to this issue during the first ¢qear2010. Techni-Met was acquired in early 2008 eoratributed to
the growth in sales to the medical market in 200& @007.

Sales of targets manufactured at the Brewster, Wenk facility for media applications within the dastorage
market declined by $3.2 million in 2009 from 20G&adeclining $141.9 million in 2008 from 2007. Ma sales
grew significantly and quickly in 2007 as a resaflbur product development efforts allowing us éptire a share
of this growing market, particularly as customeesevconverting over to the perpendicular magnetomding
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technology. However, after a quality issue andangle in material specifications, sales declinethénsecond half
of 2007 from the first half of that year. The raications of these and other material supply issoesinued and,
along with weaker market demand in the seconddi&lD08 and falling prices, caused sales to de@fir008.
Sales remained soft throughout 2009, although twaesome improvement in the fourth quarter.

While the dollar value of media sales was lowe20@9 than in 2008, volumes processed and shippes we
actually higher as the sales value was affectddugr metal prices, changes in the metal compagséind a shift in
material supply arrangements (i.e., the use oboust supplied metal as opposed to metal that we.olre volume
decline in 2008 relative to 2007 was also less tharsales decline.

Sales of electronic packages from Zentrix incred%dn 2009 over 2008 after increasing 2% in 200& o
2007. Demand levels from Asia improved in the sedaalf of 2009.

The acquisition of Barr added to the sales fromakuhed Material Technologies and Services in thetliou
quarter 2009. Barr produces thin film optical fitehat enable complex technologies in a varietnafkets. Barr's
products are complementary to the segment’s egigtinduct lines, particularly the products manufeed by TFT.
Barr and TFT together offer a variety of solutidasoptical applications over a wide spectrum of/elangths.

Advanced Material Technologies and Services geeemtoss margins of $68.1 million (15% of sales2009,
$59.6 million (12% of sales) in 2008 and $103.1lioml (19% of sales) in 2007.

Margins grew in 2009 on the lower sales volumedgrglue to lower of cost or market charges of $0illion
in 2009 compared to $15.2 million in 2008. This $lrillion benefit between years was partially effey an
estimated $8.0 million margin impact from the lowafes volume. The negative volume impact on margis net
of an improvement in margin contribution from THidaZentrix in 2009 from 2008. The manufacturingis the
third quarter and various inventory valuation atijents reduced margins by an estimated $1.1 miifi009. The
change in product mix was slightly unfavorable @2. Manufacturing overhead costs at the existtiifies were
reduced in 2009, but these savings were partiéiyebby the inclusion of Barr beginning in the ftsuquarter. A
$2.6 million sales correction in the first quar2®08 of an error from 2007 affected the margin carigon between
2009 and 2008 as well.

The $43.5 million decline in gross margin in 2068 2007 was caused largely by the lower saleswetu
from the Brewster facility to the data storage netidnd the $15.2 million of lower of cost or markbarges on
ruthenium inventories. Margins were also lower @& as a result of the previously discussed nef/&hilion
benefit (the $22.9 million benefit from the saletloé low cost ruthenium inventory at higher marétes, the
$4.5 million lower of cost or market charge and $8e7 million quality charge) that flowed throudtist segment’s
margins in 2007. Manufacturing overhead costs aeed $12.7 million in 2008 over 2007 as a resuthef
expansion of several facilities, the addition othiei-Met and other factors. Offsetting a portion of #nesfavorabl
movements was a growth in margins from variousipostof the business, including CERAC, TFT andBhéalo
operations. The acquisition of Techni-Met providechargin benefit in 2008 as well.

SG&A, R&D and other-net expenses from Advanced Malt& echnologies and Services totaled $45.5 nmillio
(10% of sales) in 2009, $48.7 million (10% of saies2008 and $42.6 million (8% of sales) in 20BXpenses were
reduced in 2009 mainly in response to the lowerssablumes. Manpower levels and costs and disc@atjo
spending items were reduced at various facilitigéng) the year.

The comparison of expenses between years waseadfbgtthe acquisitions. The decline in expens&90(9
was net of the $1.9 million in SG&A expenses inedrby Barr since its acquisition in the fourth 4ea2009. The
increase in expenses in 2008 over 2007 was pgrtiak to the $2.1 million of SG&A and R&D expensesurred
by Techni-Met in 2008 since its acquisition in st quarter of that year.

Incentive compensation expense increased $0.Jlomilli 2009 over 2008 after declining $1.8 million2008
from 2007. R&D costs increased in each of thetlastyears in order to support the current busiaessfuture
growth. International SG&A expenses declined $1ifian in 2009 over 2008. In 2008, international &&
expenses grew $0.5 million over 2007. Corporategggmwere lower in 2009 than in 2008 after increzagi 2008
over 2007.
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Amortization of intangible assets increased $0.Hioniin 2009 over 2008 largely due to the acqigsitof Barr
in the fourth quarter 2009. Amortization was $2 #liam higher in 2008 than 2007 as a result ofititangible asse
purchased as part of the Techni-Met acquisition.

Metal financing fees were $1.2 million lower in Z0than in 2008 primarily due to a reduction in dverage
quantity of metal on hand. Metal financing feeg@ased $2.5 million in 2008 due to the inclusioethni-Met
and changes in the market value of the metal.

Operating profit from Advanced Material Technolagand Services was $22.6 million in 2009, more than
double the profit of $10.8 million in 2008 as auke®f the margin improvement and lower expensesfitin 2008
was $49.6 million lower than the profit of $60.4llon in 2007. The lower profit in 2008 resultedrparily from the
fall-off in data storage market sales and the eelatithenium inventory issues. Operating profit &#sof sales in
2009, 2% in 2008 and 11% in 2007.

Specialty Engineered Alloys

(Millions) 2009 2008 2007
Net sales $172.5 $299.¢ $290.(
Operating (loss) profi (32.9) 5.8 7.€

Specialty Engineered Alloysranufactures and sells three main product families:

Strip products the larger of the product families, include thauge precision strip and thin diameter rod and
wire. These copper and nickel beryllium alloys pdeva combination of high conductivity, high reliétly and
formability for use as connectors, contacts, sveit;hielays and shielding. Major markets for stripdpicts include
telecommunications and computer, automotive elaiisy appliance and medical;

Bulk productsare copper and nickel-based alloys manufacturgdbte, rod, bar, tube and other customized
forms that, depending upon the application, mayipmsuperior strength, corrosion or wear resigattermal
conductivity or lubricity. While the majority of fikiproducts contain beryllium, a growing portiontaflk products’
sales is from non-beryllium-containing alloys agsult of product diversification efforts. Appligans for bulk
products include oil and gas drilling componengarngs, bushings, welding rods, plastic mold tapknd
undersea telecommunications housing equipment; and

Beryllium hydroxides produced by Brush Resources Inc., a wholly owsdsbidiary, at its milling operations
in Utah from its bertrandite mine and purchaseglbene. The hydroxide is used primarily as a rawerial input
for strip and bulk products and, to a lesser extanthe Beryllium and Beryllium Composites segmé&ntternal
sales of hydroxide from the Utah operations wess than 4% of Specialty Engineered Alloys’ totdésan each of
the three most recent years.

Strip and bulk products are manufactured at féaesliin Ohio and Pennsylvania and are distributed
internationally through a network of company-owsedvice centers and outside distributors and agents

Sales from Specialty Engineered Alloys of $172.8iom in 2009 were $127.4 million, or 42%, loweathsale
of $299.9 million in 2008 primarily due to the ingtaf the global economic crisis on shipments dhtsirip and
bulk products. Sales to all major markets decliaedouble digit rates in 2009 from the 2008 lev8kles in 2008
were 3% higher than sales of $290.0 million in 2887 result of improved pricing and mix, the tfatisn effect or
foreign currency denominated sales and the paesighrof higher metal prices.

Sales of strip products declined in 2009 and 2008 fthe respective prior year while sales of butkdoicts
declined in 2009 from 2008 after increasing in 20608r 2007.

Demand for strip products from the telecommunigatiand computer and automotive electronic markéiih
was relatively soft during the first three quartef2008, declined severely in the fourth quar@d&and the first
half of 2009 as a result of low consumer spendmjexcess inventories in the supply chain. Asithientory was
worked off and overall market conditions starteédhprove, demand for strip products increased énstecond half
of 2009 over the first half of the year. This impement in demand in the second half of the yearlarggly for
telecommunications applications in Asia and autaveaind appliance applications in Europe.
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Initially, bulk product volumes were not affectesiseverely by the global economic crisis as strguipcts.
However, a fall-off in demand from the oil and gaml aerospace markets coupled with high downstieaamtory
positions within the supply chain led to a sigrafit decline in volumes in 2009. Bulk product séatés the oil and
gas market were weak as a result of the soft derffearehergy which is keeping the price of oil beltive level that
would spur significant exploration and productionreases. The growth in bulk product sales in 20@8 2007 wa
partially due to increased sales for oil and gaBiegtions as a result of higher energy pricesrduthat year. After
growing in 2008 over 2007, sales for aerospacecgifuns softened in 2009 due to ongoing defewalsew aircrai
builds and decreased repair and maintenance #&givBome improvement in demand was seen in tlmddwalf of
2009 for military and heavy equipment applicatiasswvell as plastic mold tooling for the applianod automotive
markets. Bulk products remained well positione@tdrmarkets and we believe sales should grow orarien
conditions improve.

Strip product volumes (i.e., pounds shipped) w& Bower in 2009 than 2008 and 13% lower in 20Gtim
2007. Bulk product volumes declined 45% in 2009rfr2008 after growing 6% in 2008 over 2007. Coppé&res
were lower on average in 2009 than in 2008 and we=gonsible for an estimated $14.1 million of shkes decline
in 2009 from 2008. Higher copper prices accountedh estimated $4.8 million of the sales increast008 over
2007.

The order entry rate was extremely weak in the fiedf of 2009. However, the rate improved in teeand half
of 2009, primarily due to increased demand fopgtrioducts, and the order entry rate in the foqrthrter 2009
exceeded the rate in the fourth quarter 2008 (agthat was still below the rate from the first nimenths of 2008).
The improvement in the order entry rate continugd the early portion of 2010.

In response to the lower sales level, Alloy Produciplemented numerous cost-reduction efforts beégnin
the fourth quarter 2008 and continuing into 2008ede efforts included a reduction in force of agpnately
200 people in manufacturing, sales and administndiy December 2009 from the September 2008 level.

The gross margin on sales by Specialty Engineetiey#was $9.0 million in 2009 compared to $59.3iom
in 2008 and $58.2 million in 2007. The gross mamgas 5% of sales in 2009 and 20% of sales in bo@8 znd
2007.

The $50.3 million margin decline in 2009 was priityadue to the $127.4 million reduction in salesodRction
volumes were even lower than sales in 2009 as tovies were worked down throughout the year. Theelo
production volumes, however, negatively affectedgims as a result of increased manufacturing ioiefficies and
lower machine utilization rates. In addition, unpiad downtime on a key piece of equipment in thetfoquarter
2009 reduced margins by an estimated $1.3 millidre change in product mix was unfavorable in 209%ell.
Manufacturing overhead spending, including manpaaver utilities, was lower in 2009 than 2008 angéédlto
mitigate a portion of the negative impact the abitens had on margins. Pricing improvements impletee during
2009 also provided a small benefit to margins eytbar.

The margin growth in 2008 over 2007 was due tdo#ireefits of improved pricing and mix offset in phytthe
margin loss on the lower sales volume, higher ooistailities, freight and certain chemicals andiér production
volumes.

Total SG&A, R&D and net-other expenses of $41.3ianilin 2009 were $12.2 million lower than expeneés
$53.5 million in 2008. Expenses in 2007 totaled.$540illion. Expenses were 24% of sales in 2009, D3%ales in
2008 and 17% of sales in 2007.

The lower expenses in 2009 as compared to 2008 levgyely due to the aforementioned cost reductftorts
offset in part by severance costs. Sales-relatpdreses, including commissions and advertising, &ksi@lower in
2009 than in 2008. Lower incentive compensationfaneign currency exchanges losses contributebaaecline
in expenses in 2009 as well.

In the fourth quarter 2009, we implemented a ptaretlign the distribution of Alloy Products in thkaited
Kingdom. The plan included the use of an independistributor and should result in lower overheadts and
improved profitability from that operation in fukiperiods.

32




Table of Contents

The $2.8 million growth in expenses in 2008 wasnarrily due to higher foreign currency exchangedsss
increased incentive compensation accruals andhehlzpd debt expense. R&D efforts and expenseséred
slightly as well. These higher costs were partiaffget by lower corporate charges in 2008.

Specialty Engineered Alloys generated an operdtisg of $32.3 million in 2009 as a result of thergma
decline due to the lower sales volume and othdofaoffset in part by the cost saving efforts atiter expense
reductions. Operating profit was $5.8 million in030 down $1.8 million from the profit of $7.6 mdh earned in
2007.

While we did see benefits from a growing orderendite and from the cost reduction efforts latéhmyear, w
will continue to investigate alternatives to funtmeduce costs and/or restructure this businessdier to improve
profitability.

Beryllium and Beryllium Composites

(Millions) 2009 2008 2007
Net sales $47.C $63.€ $60.t
Operating profit 2.1 8.4 7.8

Beryllium and Beryllium Compositemanufactures berylliunhased metals and metal matrix composites in
sheet, foil and a variety of customized forms atEimore, Ohio and Fremont, California faciliti#fhiese materials
are used in applications that require high stifénasd/or low density and they tend to be premprioed due to the
unique combination of properties. This segment alaoufactures beryllia ceramics through Brush Caram
Products Inc., a wholly owned subsidiary in Tucstrizona. Defense and government-related applinatio
including aerospace, is the largest market for Barg and Beryllium Composites, while other marksésved
include medical, telecommunications and computegtenics (including acoustics), optical scanrémgl general
industrial markets.

Sales from Beryllium and Beryllium Composites o7 ®tmillion in 2009 declined 26% from sales of
$63.6 million in 2008. Sales in 2008 were $3.1 imnil] or 5%, higher than sales of $60.5 million 00Z.

The fall-off in sales in 2009 was largely due tfteodemand from the defense market, mainly insesgond
half of the year. The primary defense platformsheryllium products are aerospace and missile systnd we
began to experience delays in orders for thesacapipins in the third quarter. Funding for ordess¥arious
projects was delayed while other orders were pushéhto future periods. We do not believe thelidedn defens
sales was due to any significant applications bmegto competing materials or technologies. Dedrfan defense
applications has shown improvement in the firstrtpraof 2010.

Sales from the Fremont facility were 19% lower @09 than in 2008, largely due to weaker demandnfedica
and industrial x-ray window assemblies althouglesé&br assemblies and other beryllium foil produlcisroved
modestly in the fourth quarter 2009 over the presiquarters in 2009. We continued our applicatievetbpment
work on high-end speaker domes, which is a potemithe market for beryllium materials, during 200%is
product has been well-received thus far and weigiatie slow but steady growth in this market in@01

Sales of ceramics declined 42% in 2009 from 200®i@global economic crisis had a major impact ey
ceramic customer’s business. We anticipate thahbss levels at this customer will ramp up at modass in the
first half of 2010.

Shipments for defense applications improved indkethree quarters of 2008 after a sluggish fjtstrter and
were the primary cause for the increase in Benylland Beryllium Composites’ sales in 2008 over 2(&xles for
medical and industrial x-ray applications were dahightly in 2008 from 2007 while sales for acoastpplications
grew modestly in 2008. Sales of new products, tliclg applications using near net shape technolpgles
contributed to the sales improvement in 2008 00872 Ceramic sales grew 3% in 2008 over 2007.

Sales from Beryllium and Beryllium Composites dgr2007 included shipments under two distinct, non-
repeating programs — the James Webb Space Tele&BM&T) for NASA and the Joint European Torus (JET)
nuclear fusion experimental reactor, totaling $8illion. These projects were completed in 2007 singments did
not repeat in subsequent years.
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Beryllium and Beryllium Composites generated a gmogrgin of $11.1 million (24% of sales) in 2009,
$19.6 million (31% of sales) in 2008 and $20.1 imill(33% of sales) in 2007. The main cause of gdide in the
gross margin dollars and rate in 2009 was the fogmit fall-off in sales. The margin impact of thoever volumes
was partially mitigated by a reduction in directaverhead manufacturing costs, including manposugplies and
utility costs. Material input costs increased i)2®@ver 2008 and had a negative impact on margms.change in
product mix was slightly unfavorable in 2009.

The $0.5 million decline in margins in 2008 as canggl to 2007 resulted from an unfavorable produxtsinift
(which resulted from the completion of the JWST d&d projects and increased sales for applicatiwaistypically
carry lower margins), higher metal feedstock casts an increase in manufacturing overhead costalhaoffset
by the margin benefit of the higher sales volume.

SG&A, R&D and other-net expenses were $9.0 mil(ib®%6 of sales) in 2009, $11.2 million (18% of sales
2008 and $12.2 million (20% of sales) in 2007. Tdweer expense in 2009 was due to the cost-reduatitiatives
and reduced incentive compensation. These bemedits partially offset by an increase in R&D expense

The $1.0 million decline in expenses in 2008 was ulower incentive expense and corporate chaBgding
and other administrative costs were unchanged VR&IB increased slightly as a result of higher atyilevels.

Operating profit from Beryllium and Beryllium Comgites declined $6.3 million, from $8.4 million i9@8 to
$2.1 million in 2009. The reduction in profit in @ resulted from the margin impact from the lowaes volume
offset in part by the cost reductions. The opegpgirofit in 2008 was a 7% improvement over the $fiion
operating profit generated in 2007 as the redudtiancentive compensation and other expenses thareoffset
the lower gross margin. Operating profit was 5%alés in 2009 and 13% of sales in 2008 and 2007.

Engineered Material Systems

(Millions) 2009 2008 2007
Net sales $34.7  $65.¢ $70.¢
Operating (loss) profi (2.5) 5.6 4.7

Engineered Material Systemiasclude clad inlay and overlay metals, precious lbaske metal electroplated
systems, electron beam welded systems, contoutqatalystems and solder-coated metal systems. Hpesgalty
strip metal products provide a variety of therne#dctrical or mechanical properties from a surfaea or particular
section of the material. Our cladding and platiagabilities allow for a precious metal or brazifigyato be appliec
to a base metal only where it is needed, redutiagraterial cost to the customer as well as progidiesign
flexibility. Major applications for these produdtxlude connectors, contacts and semiconductorie e largest
markets are automotive electronics, telecommuminatand computer and data storage. The energyededse and
medical electronic markets are smaller but offethier growth opportunities. Engineered Materialt8yss are
manufactured at our Lincoln, Rhode Island facility.

Sales from Engineered Material Systems totaled78dllion in 2009, a decline of 47% from sales of
$65.9 million in 2008. Sales from all major prodiines were lower in 2009 than in 2008. Sales dedi7% in 200
from sales of $70.9 million in 2007.

The significant decline in sales in 2009 was caumsethe global economic crisis as demand from fathis
segment’s key markets dropped quickly and sevédrefynning in the fourth quarter 2008. Sales reactheil near-
term low point in the first quarter 2009, havingliged to less than one-third of sales in the fipsarter 2008. Sales
slowly began to recover, growing each quarter id®28nd sales in the fourth quarter 2009 were nf@e tlouble
sales from the first quarter.

Sales of materials for disk drive applicationsgavrproduct that had grown into a sizable portioiiefineered
Material Systems’ total sales in 2008 and 2007 téehn immaterial level in the first quarter 20@hipment levels
then grew over the balance of the year helpingieéb the quarter-to-quarter improvement in 2009. ifimgrovement
during 2009 also resulted from increased shipmtentise automotive electronics market, particuléolyeurope
which was partially due to the weaker dollar, ali agthe development of new products and appticati
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The lower sales in 2008 as compared to 2007 wémeapty due to weak demand from the automotive
electronics market. Improved demand from the Eusopitomotive market in the first half of 2008 tedped to
offset a portion of the weakness in the U.S. maiiet the European market weakened in the secdhdftthat
year.

The order entry rate improved over the last thregrtgrs of 2009 from the extremely low levels frima first
quarter of the year. By the fourth quarter 2009 iaal early first quarter 2010, demand had streeigid across all
major markets and order entry had stabilized at/allabove the total 2009 sales but still below20@8 sales level.

The gross margin on Engineered Material Systesalgs totaled $3.5 million in 2009, $13.5 millionZ008 ant
$13.0 million in 2007. As a percent of sales, gnossgin fell to 10% of sales in 2009 after imprayio 21% of
sales in 2008 from 18% in 2007.

The lower margin dollars and rate in 2009 were tdube severe decline in sales during the year.chlaage in
product mix was also unfavorable in 2009. In reseaio the lower sales, labor and other direct nantufing costs
were reduced approximately 26% in 2009 from the82@0el. Production schedules were revised to aftmw
manufacturing to be campaigned on various equiptirezg in order to offset a portion of the ineféntcies created
by the low production volumes. Manufacturing overtheosts, including manpower, maintenance andiesjiwere
also reduced by $1.6 million in 2009 from the 2089&:I.

The margin grew in 2008 despite the lower salestdueduced manufacturing and commodity costs. In
addition, yields and other manufacturing efficiescimproved beginning in the fourth quarter 200d eontinued
during 2008. A portion of these manufacturing imyments resulted from capital investments complatetat
time.

SG&A, R&D and other-ne¢xpenses of $6.0 million from Engineered Materigt&ms were $1.6 million low
than in 2008. In addition to the spending redudjdhe savings resulted from lower incentive expearsl corporate
charges. In 2008, these expenses were $0.7 midiwer than in 2007 due to a reduction in incen@ixpense and
corporate charges.

Engineered Material Systems generated an operatsgf $2.5 million in 2009 compared to an opegti
profit of $5.9 million (9% of sales) in 2008 and.$4nillion (7% of sales) in 2007. The segment waditable in the
second half of 2009.

International Sales and Operations

We operate in worldwide markets and our internati@ustomer base continues to expand geographitady
to the development of various foreign nations’ exaies and the relocation of U.S. businesses overtaa
international operations are designed to providest-effective method of capturing the growing @eas demand
for our products.

The Advanced Material Technologies and Servicemseg has operations in Singapore, Taiwan, the
Philippines, China, Ireland and the Czech Repulblese facilities provide a combination of lightmaéacturing,
finishing operations and distribution services.

Brush International has service centers in Germaaan and Singapore that primarily focus on thisHing
and distribution of materials from Specialty Engired Alloys while also providing additional localpport to
portions of our other businesses.

We realigned the operating activities at Brushrimtional’s service center in England in the fougttarter
2009. A portion of the distribution of productsariEngland has been outsourced while the balan¢deihanaged
by other Company facilities.

We also have branch sales offices and other opegain various countries, including China, Kored @aiwan
and we utilize an established network of independistributors and agents throughout the world. rogpnately
11% of our workforce is based overseas.
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The following chart summarizes total internatiogales by region for the last three years:

(Dollars in millions) 2009 2008 2007
Asia $163.¢  $197.t $283.c
Europe 73.5 115.: 110.¢
Rest of world 11.€ 20.& 19.¢€
Total $249.2 $333.¢ $414.1
Percent of total sale 35% 37% 43%

International sales include sales from internatioprations and direct exports from the U.S. Titerhational
sales in the above chart are included in the iddizi segment sales previously discussed.

The lower international sales in 2009 were prinyatile to the global economic crisis and the rasyltall-off
in demand, particularly from the telecommunicatiansl computer market. Sales to Asia declined 172009 frorr
the 2008 levels while sales to Europe fell 36%. d@aeline in international sales in 2008 from thghhlievel in 2007
was primarily due to the previously discussed aecin sales of ruthenium targets to the data stonaarket in Asic
Asian sales declined 30% while European sales ggévin 2008.

Telecommunications and computer, automotive elaasp appliance (primarily in Europe) and dataagerare
the largest international markets for our produdist market share is smaller in the overseas mathan it is
domestically and, given the macro-economic grovateptial for the international economies, includihg
continued transfer of U.S. business to overseasitots, the international markets may present gréaing-term
growth opportunities. We believe that a large portof the long-term international growth will corfrem Asia.

Sales from the European and certain Asian operatos denominated in the local currency. Expodfthe
U.S. and the balance of the sales from the Asiamatipns are typically denominated in U.S. doll&xscal
competition generally limits our ability to adjuslling prices upwards to compensate for short-temfavorable
exchange rate movements.

We have a hedge program with the objective of mizimg the impact of fluctuating currency valuesaur
consolidated operating profit. See “Critical Accting Policies” below.

Legal Proceedings

One of our subsidiaries, Brush Wellman Inc., ifeddant in proceedings in various state and fédetats
brought by plaintiffs alleging that they have caicted chronic beryllium disease or other lung cmié as a result
of exposure to beryllium. Plaintiffs in berylliunagses seek recovery under negligence and varioas letial
theories and seek compensatory and punitive damigemny cases of an unspecified sum. Spousasyifclaim
loss of consortium.

The following table summarizes the associated #gtivith beryllium cases.

December 31,
2009 2008 2007

Total cases pendir 4 9 9
Total plaintiffs (including spouse 8 36 31
Number of claims (plaintiffs) filed during perioti@ed 02 1(6) 0(0)
Number of claims (plaintiffs) settled during perieddec 3(2€) 0(0) 1(1)
Aggregate cost of settlements during period endelas in thousand: $85C $— $10C
Number of claims (plaintiffs) otherwise dismiss 2149 1(1) 3(29

Settlement payment and dismissal for a single sesenot occur in the same period.

Additional beryllium claims may arise. Managemeelidves that we have substantial defenses in tteeses
and intends to contest the suits vigorously. Emgédogases, in which plaintiffs have a high burdeprobf, have
historically involved relatively small losses ta O#ird-party plaintiffs (typically employees of stomers or
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contractors) face a lower burden of proof than mpleyees or former employees, but these casesarraly
covered by varying levels of insurance.

Although it is not possible to predict the outcoofi¢he litigation pending against our subsidiaaesl us, we
provide for costs related to these matters whessik probable and the amount is reasonably dstmiatigation
is subject to many uncertainties, and it is possibat some of these actions could be decided ardaly in
amounts exceeding our reserves. An unfavorableomgor settlement of a pending beryllium case ditahal
adverse media coverage could encourage the commentef additional similar litigation. We are unalbb
estimate our potential exposure to unasserted slaim

Based upon currently known facts and assuming caiéity of insurance, we do not believe that resion of
the current and future beryllium proceedings wél/ a material adverse effect on our financial @¢ador cash
flow. However, our results of operations could batenially affected by unfavorable results in onemare of these
cases. As of December 31, 2009, one purported atdgs was pending.

The balances recorded on the Consolidated BalaneetSassociated with beryllium litigation werda@bws:

December 31

(Millions) 2009 2008
Asset (liability)

Reserve for litigatior $(0.€) $(2.0)
Insurance recoverab .3 1.7

The reserve and the recoverable changed by equmlramin 2009 due to changes in the outstandingscd$e
$0.9 million payment to settle three cases in 20889 fully insured.

Regulatory Matters. Standards for exposure to beryllium are undeiereby the United States Occupational
Safety and Health Administration (OSHA) and by othevernmental and private standard-setting orgsioias.
One result of these reviews will likely be morargjent worker safety standards. Some organizatigmd) as the
California Occupational Health and Safety Admirgdgon and the American Conference of Governmengistrial
Hygienists, have adopted standards that are mongent than the current standards of OSHA. Thesldgment,
proposal or adoption of more stringent standardg afif@ct the buying decisions by the users of bienyl-
containing products. If the standards are made sitiregent and/oour customers or other downstream users dt
to reduce their use of beryllium-containing prodyciur results of operations, liquidity and finadaondition could
be materially adversely affected. The impact o fhotential adverse effect would depend on thereatnd extent
the changes to the standards, the cost and albilityeet the new standards, the extent of any riguict customer
use and other factors. The magnitude of this patieadverse effect cannot be estimated.

FINANCIAL POSITION

Net cash from operationsf $41.5 million generated in 2009 was $35.3 milllower than the cash flow from
operations of $76.8 million in 2008. The declinesvpaimarily due to the net loss in 2009 plus défares in the
change in various working capital balances, ingigdieceivables and inventory, and deferred taxash@ow from
operations in 2008 improved $25.9 million from tesh flow from operations of $50.9 million in 208&spite the
decline in net income in that year as a resulthafnges in working capital levels and the benefidepreciation and
amortization.

As previously noted, changes in the cost of precind base metals are essentially passed on tomeerst
Therefore, while sudden movements in the price efiats can cause a temporary imbalance in our ezglipts and
payments in either direction, once prices stabitizecash flow tends to stabilize as well.

Working Capital

Cashbalances totaled $12.3 million at year-end 2009pamed to $18.5 million at year-end 2008. A portidn
the cash on hand, increased debt and the casHirflowoperations were used to fund the acquisitioBaorr and
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capital expenditures during the year. Cash decl##312 million during 2008. Cash was used alondp witditional
borrowings and the cash flow from operations tadftime acquisition of Techni-Met, capital expendiiand the
repurchase of shares during that year.

Accounts receivablef $84.0 million at December 31, 2009 was $3.9iomll or 4%, lower than the receivable
balance of $87.9 million at December 31, 2008. fueivable balance declined despite sales in tineHfguarter
2009 being higher than sales in the fourth qu2®&8 due to an improvement in collections. The dajss
outstanding (DSO), a measure of the average timed® collect receivables, improved by approxiehafive day:
as of the end of 2009 from the end of 2008.

Accounts written off to bad debts were lower in 2@0an in 2008 and were relatively minor. Bad déistd
increased by a modest amount in 2008 over 2007adtie bankruptcy filing of a customer who purcliaserap
from one of our operations. We have proceduresaioepto closely monitor our accounts receivableggind to
follow-up on past due accounts. We evaluate theitcpesition of new customers in advance of théahsale and
we evaluate our existing customers’ credit pos#tion an ongoing basis. We will revise credit teaffiered to our
customers as conditions warrant in order to mingnuiar exposures.

Accounts receivable declined $9.5 million, or 10862008 as a result of lower sales volumes offsgizirt by a
slow down in the DSO.

Other receivablesf $11.1 million were outstanding as of year-en@26ompared to $3.4 million from year-
end 2008. The majority of the amounts due at be#r ¥nds were for reimbursement for equipment @t unde
a government contract. These billings are typicpdid by the government on a current basis. Th® 28€eivable
also included a $0.9 million advance of a legaleetent for which we were reimbursed in full by éusurance
provider in the first quarter 2010. The 2008 reable included $1.4 million for the final purchasep adjustment
on the Techni-Met acquisition; we received thisrpamnt in the first quarter 2009.

Inventoriestotaled $130.1 million as of December 31, 2009%elide of $26.6 million, or 17%, from
inventories of $156.7 million as of yeand 2008. Inventory turns, a measure of how effityenventory is utilized
improved as of year-end 2009 as compared to yeh2@@8. This improvement occurred primarily in feeond
half of the year as inventory positions were heldy constant while sales increased.

The majority of the inventory reduction in 2009 weithin the Specialty Engineered Alloys segment as
inventory was adjusted to the lower business leviatal pounds in inventory were down 24% from 2@@ar-end,
with the finished goods inventories being reduagther than raw materials and work-in-process dygait to mild
changes in distribution channels. Inventories withgineered Material Systems declined over theseoof 2009,
but started to climb in the fourth quarter in resg®to the improved order entry. Their 2009 yeatiaaentory was
down approximately 10% from year-end 2008.

Inventories as of year-end 2009 within Advancedéviat Technologies and Services were essentially
unchanged from the prior year-end as various réshukfrom the existing facilities were offset betimventory
acquired with Barr. Beryllium and Beryllium Compias’ inventory was also relatively unchanged in200

Total inventories were $8.5 million, or 5%, loweryaar-end 2008 than year-end 2007. Inventori¢iseat
Brewster facility within the Advanced Material Tewlogies and Services segment declined in resportbe lowe!
sales volumes and as a result of the $15.2 milbarer of cost or market adjustment. This declines wartially
offset by an increase in inventories within the Sgiéy Engineered Alloys segment. Those inventogiesv
approximately 13% in 2008 due to increased minictiyity at the Utah operations and as a resultdafittonal
purchases of copper late in the fourth quartefitovafor portions of the production activity at tE#more facility to
be campaigned for scheduling and efficiency purpasé¢he fourth quarter 2008 and first quarter 2069entory
turns were approximately 10% slower at year-end2f@n at year-end 2007.

The price of gold and copper increased signifigadtiring the fourth quarter 2009. The price of thasd other
metals we use, including nickel, can be quite WielaChanges in market prices can lead to chang#wivalue of
our inventory on a first-in, first-out method (FIl:Q’he impact of the changing metal prices wasigrtoffset by
the use of the last-in, first-out (LIFO) valuatiorethod for these metals, limiting the impact on the
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fluctuation in inventory carrying value on the bada sheet as the LIFO process will result in theegu prices bein
charged to the income statement. See “Critical Aotiog Policies” below.

Prepaid expensesincluding insurance, income taxes, property targs, manufacturing supplies and other
items, were $28.0 million as of year-end 2009 camg&o $23.7 million as of year-end 2008. The 2608nge was
due to differences in the timing of payments andréety of other factors. Prepaid expenses incie&8e) million ir
2008, primarily due to an increase in prepaid inedaxes.

Other asset®f $42.0 million as of December 31, 2009 were $iilion higher than the balance of
$34.4 million as of December 31, 2008. Intangildsets acquired as part of the Barr purchase to$dl2@ million
while the amortization of existing and acquiredhirgible assets totaled $4.5 million in 2009. Trsurance
recoverable account declined $1.4 million as alt@duhe resolution of various cases in 2009.

Other assets increased $22.6 million in 2008 piilsndue to the intangible assets acquired with TedHet as
well as an increase to the insurance recoverablauac offset in part by the amortization of thestixig and
acquired intangible assets.

Accounts payablé¢otaling $36.6 million as December 31, 2009 wa$ $8illion higher than the $28.0 million
balance as of December 31, 2008. The increase weatdhe timing of payments, the inclusion of Bamd a highe
level of operating activities. The 2008 year-enthbee was $0.9 million higher than the prior yead-balance of
$27.1 million.

Accrued salaries and waged $16.3 million at year-end 2009 were $6.3 milliower than at year-end 2008.
Accrued salaries and wages declined $11.6 millioiind 2008. The changes in the balance in bothsyeere due
to changes in the incentive compensation accraespower levels and other related factors.

Unearned revenue which is a liability representing billings to ¢amers in advance of the shipment of
product, was $0.4 million as of December 31, 2009 $0.1 million as of December 31, 2008.

Other Long-term Liabilities

Other long-term liabilities of $49.3 million as yéarend 2009 were $29.9 million higher than the $19illan
balance at year-end 2008. Other long-term liabgitotaled $11.6 million as of year-end 2007. Lterga unearned
income increased $28.2 million during 2009 and $8ildon during 2008 for reimbursements receivedena
government funded capital expenditure program.“Seiéical Accounting Policies” below. Other longrta
liabilities also increased $1.9 million in 2009 the estimated fair value of the earn-out liabffity the potential
payments to be made to the sellers of Barr based Barr’s future performance. The legal reservdinded
$1.3 million in 2009 as a result of a settlement ather changes to the outstanding cases.

Other increases in 2008, including a growth inlégal reserve and rent accruals, were offset ledaation to
the long-term portion of the incentive compensa#oorual in that year.

Retirement and Post-employment Benefits

The liability for retirement and post-employmenhbéts was $82.4 million at December 31, 2009, @elese
of $14.8 million from the balance of $97.2 milliahDecember 31, 2008.

Included within these balances is the recordedlitiatior the domestic defined benefit pension dé4® million
as of December 31, 2009 and $58.7 million as ofebeser 31, 2008. The projected benefit obligatiarttics plan,
which covers the majority of our domestic employeess $149.9 million as of year-end 2009 versus7$& gillion
at year-end 2008. The market value of the plantaggsew from $78.8 million as of year-end 2008 10%.7 million
as of year-end 2009. This $26.9 million growth wae to actual investment gains of $15.4 million &wmhpany
contributions of $18.3 million offset in part byrwdit and expense payments totaling $6.8 million2009, we
increased the pension liability and recorded a0et million pre-tax charge to other comprehengieeme (OCI),
a component of shareholders’ equity, as a nettre$al change in the discount rate, the plan paréorce during the
year, the curtailment recorded in the first quaated other factor:
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A portion of our domestic retirees and current eayppés are eligible to participate in a retiree maldbenefit
plan. The liability for this unfunded plan was $illion as of December 31, 2009 and $32.8 milkn
December 31, 2008. The plan expense was $2.2 mii@009 and $2.4 million in 2008.

Brush International’s subsidiary in Germany hasiafunded retirement plan for its employees whie it
subsidiary in England has a funded retirement plan.

See Note | to the Consolidated Financial Statenfentadditional details on our retirement obligato

Depreciation and Amortization

Depreciation, depletion and amortization was $3dilfion in 2009, $33.8 million in 2008 and $23.9lloin in
2007. The decline in 2009 from 2008 was due tocedumine amortization at our Utah operations offs@art by
an increase in the intangible asset amortizatiantduhe Barr acquisition. The increase in expém@2908 was due
in part to additional mine activity in that yeardatie acquisition of intangible assets as parhefftechni-Met
purchase.

Capital Expenditures

A summary of capital expenditures over the pasdiyears is as follows:

(Millions) 2009 2008 2007
Capital expenditure $44.2 $35.5  $26.4
Mine developmen 0.8 0.4 7.1
Subtotal 45.C 35.¢ 33.t
Reimbursement for spending under government car 28.2 8.C 3.5
Net spending $16.6  $27.¢ $30.C

We have a contract with the U.S. Department of Befg(DoD) for the design and development of a new
facility for the production of primary beryllium.hE total cost of the project is estimated to ba@agamately
$90.3 million; we will contribute land, buildingeesearch and development, technology and ongoietatipns
valued at approximately $23.2 million to the proj&ithe DoD will reimburse us for the balance of gneject cost.
All of the funds required to complete the project & the President’s approved defense budgetreustill subject
to final House and Senate appropriations approfR@snbursements from the DoD are recorded as ueéangome
and included in other long-term liabilities on f@ensolidated Balance Sheets. We began construafithre facility
early in the third quarter 2008 and we anticipateill be completed in the second half of 2010.c®i2000, all of
our metallic beryllium requirements have been siepgpirom materials purchased from the National Deée
Stockpile and international vendors. Successfulpgietion of this project will allow for the creatiaf the only
domestic facility capable of producing primary Hiuyn.

We reduced the level of capital spending, net efrdfimbursements from the DoD, by approximately 40%
the spending rate in 2008 and 44% from the 200rdipg rate due to the decline in profitability i@@D. The net
capital spending was below the level of depreamtivboth 2009 and 2008.

Capital spending by Advanced Material Technologied Services was $4.5 million in 2009 and $7.9iamilin
2008. Spending in 2009 included a micro-slitteeacl room and other investments into the Technifitelity
designed to expand our capabilities in order tthirpenetrate the medical and solar energy markefsital
spending in 2008 included the completion of the fegility in China and the expansion of the Brewsgeility.
Spending in both years included the implementatiomew software systems.

Specialty Engineered Alloys’ capital spending teta$3.8 million in 2009 compared to $9.1 million2008 as
spending was reduced in 2009 due to the operatsggvithin this segment. Spending in both yearsprmsarily to
replace or upgrade discrete pieces of equipmeheadhio and Pennsylvania facilities. Includedhia tapital
spending totals for this segment were mine deveéyproosts of $0.8 million in 2009 and $0.4 millior2008. We
anticipate that mine development spending will @ae significantly in 2010 as we will be openineav
bertrandite mine pit in Utah.
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In addition to the new beryllium plant, capital sgang within the Beryllium and Beryllium Composites
segment included an investment in new coating telcigines and expenditures to support the developwfent
acoustic applications.

Capital spending within Engineered Material Systeras $0.4 million in 2009 and $1.1 million in 2008.
Spending was limited to high priority items in 208%e to the decline in profitability. The instaitat of a new
efficient high technology work center at the Lintdédcility was completed in 2008.

Approximately 79% of the capital spending in 200&svior capacity expansions, largely the new benylli
facility. Maintenance capital items accounted foregtimated 15% of the spending while new technofrgjects
accounted for the remaining 6%.

In addition to the above capital expenditure totais acquired the outstanding capital stock of Baur
$55.2 million in cash in the fourth quarter 200€elinary goodwill assigned to the transactiorated
$31.3 million. The purchase price is subject tafiadjustment based upon resolution of mattersddfin the
purchase agreement. The sellers also have an apjigrto earn additional payments based upon Baerformanc
over the next five years.

In the first quarter 2008, we acquired the opecptissets of Techni-Met for $87.5 million. We reegiv
$1.4 million from escrow in the first quarter 2089 the final purchase adjustment under the terrtisecfigreement.
Subsequent to the acquisition, we transferred theigus metal portion of Techni-Met’s inventorydior existing
consignment lines and received its fair value d&.82nillion back from the financial institution. @dwill assigned
to the transaction totaled $13.9 million.

Debt

Outstanding debt totaled $64.5 million as of Decengi, 2009, an increase of $22.7 million overgher yeal
end. Total debt had declined $2.8 million overfite three quarters of 2009 as a result of théa v from
operations, but then increased $25.5 million inftheth quarter in order to partially fund the aisifion of Barr.
Short-term debt, which included U.S. dollar, metadl foreign currency denominated borrowings, totale
$56.2 million while long-term debt totaled $8.3 lih as of year-end 2009.

We have a $240.0 million revolving credit agreentbat matures in the fourth quarter 2012. It i®mmitted
facility and is comprised of sub-facilities for i@ving loans, swing line loans, letters of creditdoreign currency
denominated borrowings. The agreement is subjezinb@aximum availability calculation. We were in qdimance
with all of our debt covenants as of December 8D92

Total outstanding debt of $41.8 million as of yead 2008 was $6.3 million higher than the outstagdiebt a
of year-end 2007. Short-term debt of $30.6 milliecreased $5.7 million during 2008. Long-term dgfgtw
$0.6 million during 2008 and stood at $11.2 milles of year-end 2008. Debt increased in the furatigr 2008
primarily due to the acquisition of Techni-Met aheén decreased each quarter over the balance gééneas a
result of the cash flow from operations.

Shareholders’ Equity

Shareholders’ equity decreased $7.2 million from73 million as of year-end 2008 to $339.9 millesof
yea-end 2009. Equity decreased by $6.6 million in 2008 comprehensive loss, which includes net incfloss),
changes in derivative fair values and the pensaility that are charged directly to equity and tthange in the
cumulative translation adjustment, was $11.2 millio 2009 and $4.9 million in 2008. See Note Lhe t
Consolidated Financial Statements.

Proceeds from the exercise of approximately 32¢djfins totaled $0.5 million in 2009. In 2008, veeeived
$0.2 million of cash for the exercise of approxietatl 2,000 options.

In the third quarter 2008, our Board of Directod®pted a share buyback program authorizing thercbpse o
up to one million shares of stock. The primary mseof the program is to offset the dilution causgdtock-based
compensation plans. In 2008, we had repurchase@®@08hares at a cost of $5.0 million under thesmpThere
were no repurchases under this plan in 2009.
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Equity was also affected by stock-based compensatipense, the tax benefits on the exercise oboptind
other factors in both 2009 and 2008.

Off-balance Sheet Obligations

We maintain the majority of the precious metalsuse in production on a consignment basis in omeeduce
our exposure to metal price movements and to reducgorking capital investment. See ltem 7A, “Qiitative
and Qualitative Disclosures about Market Risk”. Tlogional value of the off-balance sheet inventoas
$98.7 million at December 31, 2009, a decreas& & fillion from the $104.2 million outstanding@&cember 31
2008. The decline was due to a reduction in theesion hand offset in part by an increase in npeteds.

Contractual Obligations

A summary of payments to be made under long-terot aigreements and operating leases, pension plan
contributions and material purchase commitmentgday is as follows:

(Millions) 2010 2011 2012 2013 2014 Thereafter Total
Long-term deb $ — $ $ — % — $ — % 82 % 83
Non-cancelable lease paymel 7.8 7.3 4.t 3.6 3.€ 202 474
Pension plan contributior 8.1 — — — — — 8.1
Purchase commitmen 1.8 — — — — — 1.8
Total $177 $ 7.5 $ 45 $3€ $ 36 $ 28.€ $65:¢€

Consistent with our prior practice, we anticipdtattwe will renegotiate a new debt agreement poidhe
maturation of the current revolving credit agreetrrr2012; however, we cannot guarantee that wkbsibble to
enter into a replacement facility with similar texias the existing facility. Outstanding borrowingeler the
revolving credit agreement classified as short-tdebt totaled $11.4 million as of December 31, 2@ Note F
to the Consolidated Financial Statements for aoidfiti debt information.

The lease payments represent payments under noetabte leases with initial lease terms in excésme
year as of December 31, 2009. See Note G to thedlidated Financial Statements for further leasiatils.

The pension plan contribution of $8.1 million iretAbove table refers to the domestic defined bieplefi.
Contributions to the plan are designed to complin \#RISA guidelines and are based upon the plamddd ratio,
which is affected by actuarial assumptions, investnperformance, benefit payouts, plan expensespdments
and other factors. Therefore, it is not practica¢s$timate contributions to the plan beyond one.ydse amount
shown in the table represents our best estimateed?010 contribution as of early in 2010.

The purchase commitments of $1.8 million are fgitzh equipment to be acquired in 2010.
Liquidity
We believe that cash flow from operations plusétailable borrowing capacity and the current casdhrire

are adequate to support operating requirementgatagpenditures, projected pension plan contring,
environmental remediation projects and strategigigitions.

The cumulative cash flow from operations totale@%2 million in 2007 through 2009 while capital
expenditures, net of amounts reimbursed by thergovent, totaled $74.7 million.

A summary of the outstanding debt, cash balancesaailable borrowing capacity as of the end oheafcthe
last three years is as follows:

December 31

(Millions) 2009 2008 2007

Total outstanding del $64 $41.& $ 35¢
Cash 12.2 18.F 31.7
Debt net of cas 52.2 23.c 3.8
Available borrowing capacit 46.2 218.2 217.C
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Debt net of cash is a non-GAAP measure. We areigiraythis information because we believe it is enor
indicative of our financial position. It is alsar@easure our management uses to assess investrdesthan
decisions.

As the chart indicates, debt net of cash incre&483 million from the end of 2007 to the end 0020During
this time period, we acquired Barr for $55.2 milliand Techni-Met for a net outlay of $63.1 milliithe purchase
price less the cash received for the reimbursewfetieir gold against the consignment line). Thaéase in debt
was less than the net outlay for these two acdpisitas a result of the cash flow from operatiogiadpin excess of
capital spending.

The available borrowing capacity in the chart repres the amounts that could be borrowed undeetitving
credit agreement and other secured lines exisirng ®ecember 31 of each year depicted. The ajyiciebt
covenants have been taken into account when detegrthe available borrowing capacity. One of theseenants
restricts the borrowing capacity to a multiple lod twelve-month trailing earnings before interestpme taxes,
depreciation and amortization and other adjustmditits available borrowing capacity is lower as efrrend 2009
than it was at year-end 2008 because of the dfiedbwer earnings in 2009 had on this covenanthétean
operating loss of $11.4 million in the first quar®909. By the end of the first quarter 2010, fingt fjuarter 2009
results will not be included in the covenant cadtioin. All else equal, our borrowing capacity vifitrease in the
first quarter 2010 to the extent that our earningbe first quarter 2010 improve over the firsacper 2009 loss. Tt
available unused capacity is also lower at year28@9 due to the higher level of outstanding bomgs.

The debt-to-total-debt-plus-equity ratio, a measifrealance sheet leverage, increased to 16% as of
December 31, 2009 from 11% as of December 31, 2608% as of December 31, 2007. The increase ia 268
largely due to the additional borrowings to finatice Barr acquisition. Management believes that léhiel of
leverage is within the long-term average for thenpany. There are no mandatory Iaegm debt repayments due
2010.

The unused and available capacity under the comgghlines totaled approximately $57.2 million dyear-
end 2009.

The working capital ratio, which compares curressteds excluding cash to current liabilities exahgdilebt,
was 3.2 to 1.0 as of year-end 2009 compared to3l8) as of year-end 2008.

Cash on hand does not affect the covenants oratievieing capacity. Portions of the cash balanceg bbea
invested in high quality, highly liquid investmentith maturities of three months or less.

After acquiring Baurr in the fourth quarter 2009, aeguired all of the outstanding capital stock cademy
Corporation (Academy) for $22.7 million in cashtlire first quarter 2010. Academy provides preciaus Bon-
precious metals and refining services to a numb&ahnically demanding end-use applications, idicig
architectural glass, solar energy, medical andmeics. The acquisition was financed with a corabion of cash
on hand and borrowings under the revolving creglitament. Immediately after the acquisition, wagsfarred
Academy'’s precious metals onto our existing consigmt lines and received its estimated market value
$7.2 million back from the financial institution.

ENVIRONMENTAL

We have an active environmental compliance progk&mestimate the probable cost of identified
environmental remediation projects and establisemas accordingly. The environmental remediatésenve
balance was $5.6 million at December 31, 2009 &8 fillion at December 31, 2008. Spending agafrest
reserve, primarily for clean-up costs for the Comps former headquarters building that previousbsvalso used
to house light manufacturing operations and R&Dbtakories, totaled $1.0 million in 2009. Paymemsiast the
reserve totaled $0.3 million in 2008. The reserakbce was adjusted in 2009 for the addition ohalkproject and
changes in estimates on existing projects. See Ntt¢he Consolidated Financial Statements.
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ORE RESERVES

Brush Resources’ reserves of beryllium-bearingraedite ore are located in Juab County, Utah. Agoary
drilling program has generally added to provenmeseover time. Proven reserves are the measuaattities of or
commercially recoverable through the open-pit méttiRrobable reserves are the estimated quantitigs &known
to exist, principally at greater depths, but pratpéor commercial recovery are indeterminable. @hgtion that
occurs during mining is approximately seven percéheé ore is processed at Brush Resources’ exarafdtility in
Utah. Approximately 87% of the beryllium in orerecovered in the extraction process. We augmenpimwen
reserves of bertrandite ore through the purchasamdrted beryl ore. This ore, which is approxinhat&o
beryllium, is also processed at the Utah facility.

We use computer models to estimate ore reserveshwahe subject to economic and physical evaluation
Development drilling can also affect the total meserves to some degree. The requirement thavesspass an
economic test causes open-pit mineable ore touoedfm both proven and probable geologic settiRgsven
reserves have decreased slightly in each of thédasyears while probable reserves have remaimetianged ove
the same time period. We own approximately 95%effroven reserves, with the remaining reservesttaBased
upon average production levels in recent yearsgroeserves would last over one hundred yearsré3szves
classified as possible are excluded from the fdlhgwable.

2009 2008 2007 2006 2005
Proven bertrandite ore reserves at -end (thousands of dry ton 6,42t 6,45¢ 6,531 6,55( 6,601

Grade % berylliun 0.26€6% 0.266% 0.26€% 0.26% 0.26&%
Probable bertrandite ore reserves at-end (thousands of dry ton  3,51¢ 3,51¢ 3,51¢ 3,51¢ 3,51¢
Grade% berylliun 0.232% 0.232% 0.232% 0.232% 0.232%
Bertrandite ore processed (thousands of dry tdhged) 39 64 52 48 38
Grade % beryllium, dilute 0.33(% 0.321% 0.321% 0.352 0.31€%

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements requiresrtherent use of estimates and management’s jutdigme
establishing those estimates. The following arentbst significant accounting policies we use tlefyt upon
management’s judgment.

Accrued Liabilities. We have various accruals on our balance sheeatbdased in part upon management'’s
judgment, including accruals for litigation, enviroental remediation and work’ compensation costs. We
establish accrual balances at the best estimatendieed by a review of the available facts anddseloy
management and independent advisors and specdisigpropriate. Absent a best estimate, the ddsrua
established at the low end of the estimated redd@mange iraccordance with accounting guidelines. Litigationl
environmental accruals are established only fantifled and/or asserted claims; future claims, ¢fiere, could give
rise to increases to the accruals. The accrualadjpsted as facts and circumstances change. Thaade may also
be adjusted for changes in our strategies or regylaequirements. Since these accruals are egimtite ultimate
resolution may be greater or less than the estadliaccrual balance for a variety of reasons, dictucourt
decisions, additional discovery, inflation levaisst control efforts and resolution of similar casehanges to the
accruals would then result in an additional changeredit to income. See Note J to the Consolid&tadncial
Statements.

Certain legal claims are subject to partial or clatginsurance recovery. The accrued liabilityeisarded at th
gross amount of the estimated cost and the insena@uoverable, if any, is recorded as an asseisamut netted
against the liability. The accrued legal liabilincludes the estimated indemnity cost only, if aoyesolve the
claim through a settlement or court verdict. Thgaledefense costs are not included in the accndhbse expensed
in the period incurred, with the level of expenseaigiven year affected by the number and typetairhs we are
actively defending.
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Non-employee claims for beryllium disease madergd@®022 where any of the alleged exposure pésiod
prior to year-end 2007 are covered by insurance.ifiburance covers defense costs and indemnity gragm
(resulting from settlements or court verdicts) ansubject to a $1.0 million annual deductible2009, defense and
indemnity costs exceeded the deductible.

Pensions. We have a defined benefit pension plan that coadarge portion of our current and former
domestic employees. Carrying values of the assatia¢nsion assets and liabilities are determineghcarctuarial
basis using numerous actuarial and financial assang Differences between the assumptions anecuperiod
actual results may be deferred into the net peressset or liability value and amortized againstifeiincome under
established guidelines. The deferral process ghiyneeauces the volatility of the recognized nehgien asset or
liability and current period income or expense. éatized gains or losses are recorded in OCI. Theades adjust
certain assumptions to reflect changes in demoggaaimd other factors, including mortality rates @amployee
turnover, as warranted. Management annually revaivsr key assumptions, including the expectedmetn plan
assets, the discount rate and the average wagecatase, against actual results, trends, Comgiaaiegies, the
current and projected investment environment addstry standards and makes adjustments accordifighse
adjustments may then lead to a higher or lower esg@én a future period.

We establish the discount rate used to determm@nbsent value of the projected and accumulateefibe
obligation at the end of each year based uponuhiable market rates for high quality, fixed inceimvestments.
An increase to the discount rate would reduce thegnt value of the projected benefit obligatiod ariure pensiol
expense and, conversely, a lower discount ratedu@ise the benefit obligation and future pensiqrease. We
elected to use a discount rate of 5.875% as of dbee 31, 2009 and 6.15% as of December 31, 2008.

Our pension plan investment strategies are govempedpolicy adopted by the Retirement Plan Review
Committee of the Board of Directors. The futurairaton pension assets is dependent upon the @as&t
allocation, which changes from time to time, ang plerformance of the underlying investments. Assailt of our
review of various factors, we maintained the expactte of return on plan asset assumption at 8 2566
December 31, 2009, unchanged from December 31,. 2088 generating a loss in 2008, the pension plan
investments generated a return in excess of tHe@8assumption in 2009. The expected rate of retasamption
relates to the long term and we believe that aB%.2eturn over the long term is reasonable. Shthddissets earn
an average return less than 8.25% over time, ilikalihood the future pension expense would insesdnvestment
earnings in excess of 8.25% would tend to redueduture expense.

If the expected rate of return assumption was obdity 25 basis points (0.25%) and all other pension
assumptions remained constant, the 2010 projeeesign expense would change by approximately $ali@m If
the December 31, 2009 discount rate were reducéb ipasis points and all other pension assumptemsined
constant, then the 2010 projected pension expeas&hincrease by approximately $0.4 million.

Cash contributions and funding requirements aregwd by ERISA and IRS guidelines and not by actiogn
standards. These guidelines are subject to chaagetime to time. As previously indicated, basedmuthese
guidelines, current assumptions and estimates angamsion plan objectives, we estimate a cashibaotibn of
approximately $8.1 million will be made in 2010.

The pension liability is recalculated at the meament date (December 31 of each year) and anytadjuss tc
this account and other comprehensive income wihareholders’ equity will be recorded at that texeordingly.
See Note | to the Consolidated Financial Statemfentadditional details on our pension and othérament plans.

LIFO Inventory. The prices of certain major raw materials thatuse, including copper, nickel, gold, silver
and other precious metals, fluctuate during a gixear. Copper prices, after reaching very highlkirethe second
quarter 2008, declined significantly and quickitte second half of that year, only to steadilyéase throughout
2009. Gold prices increased significantly in therfb quarter 2009. The year-end price for goldihaseased over
the respective prior year-end price for three gltrayears. The prices for nickel and other precinesals we use
have been quite volatile in recent years as well.

Where possible, such changes in material costgearerally reflected in selling price adjustmentse Prices o
labor and other factors of production, includingglies and utilities, generally increase with itif\a. From
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time to time, we will revise our billing practicésinclude an energy surcharge in attempts to recayortion of
our higher energy costs from our customers. Howewearket factors, alternative materials and contipetpricing
may limit our ability to offset all cost increasegh higher prices.

We use the LIFO method for costing the majoritypof domestic inventories. Under the LIFO method,
inflationary cost increases are charged againstuhent cost of goods sold in order to more clpsghtch the cost
with the associated revenue. The carrying valud®inventory is based upon older costs and, asuts the LIFO
cost of the inventory on the balance sheet is allyicbut not always, lower than it would be undewst alternative
costing methods. The LIFO cost may also be lowan tine current replacement cost of the inventomg DIFO
inventory value tends to be less volatile duringrgeof fluctuating costs than the inventory valumild be using
other costing methods.

The LIFO impact on the income statement in a giyesr is dependent upon the inflation rate effectamm
material purchases and manufacturing conversiots ctie level of purchases in a given year and @bsim the
inventory mix and quantities. Assuming no changth@quantity or mix of inventory from the DecemBér 2009
level, a 100 basis point change in the annualtinflarate would cause a $0.5 million change inltH€O inventory
value.

Deferred Tax Assets.We record deferred tax assets and liabilitieethagpon the temporary difference
between the financial reporting and tax bases sftasand liabilities. We review the expiration datéthe deferrals
against projected income levels to determine ifd&kerral will or can be realized. If it is detemad that it is more
likely than not that a deferral will not be realize valuation allowance would be establishedHat item. Certain
deferrals, including the alternative minimum tagdit, do not have an expiration date. We will asaluate
deferred tax assets for impairment due to cumwdaiperating losses and record a valuation allowascgarranted.
A valuation allowance may increase tax expenseragigce net income in the period it is recorded. taluation
allowance is no longer required, it will reduce &gpense and increase net income in the periodttisatversed.

A deferred tax valuation allowance of $0.2 milliassociated with a foreign subsidiary was reverset o
income in 2009. We had valuation allowances of $illion associated with state deferrals and $2il0an
associated with foreign deferrals (primarily neeiging loss carryforwards) recorded against oudagerred tax
assets of $19.5 million as of December 31, 2009.

See Note P to the Consolidated Financial Statenfentslditional deferred tax details.

Unearned revenue. Billings under long-term sales contracts in aaeaaof the shipment of the goods are
initially recorded as unearned revenue, whichliallity on the balance sheet. This liability isbsequently
reversed when the revenue is recognized. Revertitharrelated cost of sales and gross margin dyerecognized
for these transactions when the goods are shipipledyasses to the customer and all other reveac@gnition
criteria are satisfied. The related inventory aksmains on our balance sheet until these criteeareet. Billings in
advance of the shipments allow us to collect casliee than billing at the time of the shipment atierefore, the
collected cash can be used to help finance therlymtginventory.

Long-term unearned income.Expenditures for capital equipment to be reimédnsnder government
contracts are recorded in construction in prod@esnbursements for those expenditures are recandatearned
income, a liability on the balance sheet. The totst of the assets to be constructed may inclodts ceimbursed
by the government as well as costs borne by usiiieassets are placed in service and capitalizisctotal cost
will be depreciated over the useful life of theeissThe unearned income liability will be reduesad credited to
income ratably with the annual depreciation expebées benefit in effect reduces the net expensegsd to the
income statement to an amount equal to the depi@tian the portion of the cost of the assets bbwgnas.

Capital expenditures subject to reimbursement fileengovernment under the current Title 11l project the
related unearned income balance totaled $39.7omi#ls of December 31, 2009. This total could asketween
$65.0 and $70.0 million when the project is comgdedepending upon the actual cost of the facititipe
constructed, government approval of the projectliiog, the timing of the construction of the fagilénd the portion
of the cost to be retained by us. The plant is etqubto be completed and placed in service durig?2
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Derivatives. We may use derivative financial instruments tddesour foreign currency, commodity and
precious metal price and interest rate exposuresapply hedge accounting when an effective hedgéaeship
can be documented and maintained. If a cash flalgdés deemed effective, changes in its fair vaheerecorded i
OCI until the underlying hedged item matures. iegge does not qualify as effective, changes ifaits/alue are
recorded against income in the current period.déavative is deemed to be a hedge of the fainevaf a balance
sheet item, the change in the derivatvealue will be recorded in income and will offe¢ change in the fair val
of the hedged item to the extent that the hedgéféstive.

We secure derivatives with the intention of hedgngsting or forecasted transactions only and deengage i
speculative trading or holding derivatives for istraent purposes. Our annual budget, quarterly &ste@nd other
analyses serve as the basis for determining faesgtasnsactions. The use of derivatives is gowkhyepolicies
established by the Board of Directors. Hedge catdrare secured and approved by senior financiabgexs at our
corporate office. The level of derivatives outsiagdnay be limited by the availability of credibf financial
institutions.

Our practice has been to secure hedge contractsrileaited in the same manner as the underlying exppfol
example, a yen exposure will only be hedged wigeracontract and not with a surrogate currency.a¥e secure
contracts through financial institutions that aready part of our bank group.

See Note H to the Consolidated Financial Statermamddtem 7A, “Quantitative and Qualitative Disaloss
About Market Risk”.

OUTLOOK

We entered 2010 with mixed economic signals. Wedraniproving order entry trend from portions of &ey
markets, including telecommunications and compuegrwe remained concerned that the high unemplaymage
in the U.S. will have a negative impact on consugpending levels and our order entry rate going/dod. Portions
of certain other markets, including the oil and gad aerospace sectors of the industrial compomeatiket, were
starting to show signs of recovery as of earlyhm first quarter 2010. Medical sales, after a nedht soft first
quarter 2010, should improve during the balanc20df0. Demand for defense applications has showrnowepment
in the first quarter of 2010.

Sales in 2010 will benefit from a full year of owgiBarr, which was acquired in the fourth quar@0®, as
well as the acquisition of Academy in the first ga2010. These two operations complement andrekiiee
products offered by our Advanced Material Techni@s@nd Services segment and should offer a vaofety
synergies as we progress through 2010 and 2011tdxhe product mix in these businesses and the rhigtal
content in sales, the gross margin as a percesgle$ from these acquisitions may be lower tharhi@tioric gross
margin percent.

In addition to growing sales, our cost control efawill be key to improving profitability in 201@Vhile
resources will need to be added back to some deigq@ending upon the increase in production requéresy our
challenge will be to limit those additions and éwdrage the existing resources and investmentaghrionproved
efficiencies.

The new beryllium facility is scheduled to be coetpt in 2010 with product testing and qualificatioroccur
in the second half of the year. While qualifyintpaility of this size can be a difficult endeavonce operational, tl
facility will provide a long-term stable sourcehifjh-quality beryllium metal.

Capital investments will continue to be closely mged in 2010. We will concentrate our spendingigh-h
return and high priority projects. Total spendin@D10 should be higher than 2009, with the amoftittie increase
somewhat dependent upon the level of cash flowrgéee from operations and the available debt capaaider ou
existing bank lines.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

While the global credit crisis and the resultingmeamic downturn affected our sales and margin®002it has
not had a significant impact on our credit linag; ability to conduct financial transactions or treduation of
financial instruments as of early in the first gga2010. However, this can potentially change kjyias there have
been sudden and dramatic changes in the finariaiadi;ig of a number of firms during this crisis. Wave a
program in place to closely monitor the credit woress and financial condition of our key providefsinancial
services, including our bank group and insuranceera, as well as the credit worthiness of custenaad vendors
and have been developing contingency plans acagydin

Our credit lines are with banks that thus far hareained solvent throughout the crisis. While theeee mino
changes to the participants in some of our cra@tislduring 2009, these changes did not mateadigct the cost or
availability of our credit. Our total borrowing cagity under secured lines, that cannot be termihatier to
maturity as long as we continue to meet our detb¢ants, was in excess of current needs as of Dmredd, 2009
The availability of credit for foreign currency tgidg purposes thus far has been unaffected byriis.c

The financial statement impact from the risk of onenore of the banks in our bank group becomisglirent
cannot be estimated at the present time.

The only financial instruments subject to fair v@lonsiderations on our December 31, 2009 balarest are:

« foreign currency derivative financial instrumerttatthedge our currency exposure in the normal eoofrs
business

« an embedded copper derivative that provides anogaimnhedge of our inventory carrying cost; ¢

« investments held by our directors deferred compensalan trust

We are exposed to precious metal and commoditg piriterest rate and foreign exchange rate diffe¥en
While the degree of exposure varies from year &y yeur methods and policies designed to manage twegposures
have remained fairly consistent. We attempt to miné the effects of these exposures through thelsatural
hedges, which include pricing strategies, borrowidgnominated in the same terms as the exposed @sdmlanc
sheet arrangements and other methods. Where wetaasma natural hedge, we may use derivative diaan
instruments to minimize the effects of these expeswhen practical and cost efficient. The useaoivdtives is
subject to policies approved by the Board of Divextwith oversight provided by a group of senioaficial
managers at our corporate office.

We use gold and other precious metals in manufiactwarious products. To reduce the exposure tketar
price changes, precious metals are maintainedoomsigned inventory basis. We purchase the metaifou
consignment from our suppliers when it is readgtip to a customer as a finished product. Our @aselprice
forms the basis for the price charged to the custdor the precious metal content and, therefdre current cost is
matched to the selling price and the price exposungnimized. The use of precious metal consigrimen
arrangements is governed by a policy approved &Bthard of Directors.

We are charged a consignment fee by the finantsitutions that own the precious metals. Thisigggartially
a function of the market price of the metal. Beeaosmarket forces and competition, the fee cag belcharged to
customers on a case-by-case basis. To furtheriricié and financing rate exposures, under songemistances we
will require customers to furnish their own met@ processing. Customers may also elect to pravieie own
material for us to process as opposed to purchasingnaterial. Should the market price of precimggals that we
use increase by 20% from the prices on Decembe2(®19, the additional prex cost to us as a result of an incre
in the consignment fee would be approximately $6ilion on an annual basis. This calculation asssim®change
in the quantity of inventory or the underlying faed that none of the additional fees are chargedstomers.

The available capacity of our existing credit linesonsign precious metals is a function of thergity and
price of the metals on hand. As prices increaggven quantity of metal will use a larger propontiof the credit
line. A significant prolonged increase in metakps could result in our credit lines being fulljlinéd, and, absent

48




Table of Contents

securing additional credit line capacity from aaficial institution, could require us to purchasecpmus metals
rather than consign them, require customers tolgupgir own metal and/or force us to turn downitiddal
business opportunities. If we were in a significargcious metal ownership position, we might eteaise
derivative financial instruments to hedge the poékprice exposure. The cost to finance the pusebanventory
may also be higher than the consignment fee. Ttamnfiial statement impact of the risk from risingaherices
impacting our credit availability cannot be estiethat the present time.

We also use base metals, including copper, in mdyztion processes. When possible, fluctuatiorieén
purchase price of copper are passed on to customtrs form of price adders or reductions. Whikemotime our
price exposure to copper is generally in balartegretcan be a lag between the change in cost amh#is-through
to our customers, resulting in higher or lower ni@gdn a given period.

We use ruthenium in the manufacture of one of amilfy of products. Ruthenium is not a widely usedradec
metal and, therefore, there is no establishedieffianarket for derivative financial instrumentatleould be used to
effectively hedge the ruthenium price exposure.dgalty, our pricing practice with respect to ruthen products is
to establish the selling price on our cost to pasehthe material, limiting our price exposure. Hosvethe inventor
carrying value may be exposed to market fluctuatidme inventory value is maintained at the lowfexrast or
market and if the market value were to drop bellogvdarrying value, the inventory would have to dguced
accordingly and a charge taken against cost of s@itds risk is mainly associated with sludges serdp materials,
which generally have longer processing times teefieed into a usable form for further manufactgrand are
typically not covered by specific sales orders fraustomers. As a result of market price fluctuatjome recorded
lower of cost or market charges totaling $0.7 miillin 2009 and $15.2 million in 2008 on portionoaf inventory.
The market price of ruthenium increased in thetfoguarter 2009 and the carrying cost of our inggntvas
approximately 46% lower than the market price atryend 2009.

We are exposed to changes in interest rates oiopsitf our debt and cash balances. This intea¢staxposul
is managed by maintaining a combination of shartitand long-term debt and variable and fixed nagtruments.
We may also use interest rate swaps to fix theésteate on variable rate obligations, as we dagpnopriate; we
did not have any derivatives in place to hedgeanterest rate exposure as of December 31, 200®<Exxash is
typically invested in high quality instruments timaature in ninety days or less. Investments areentadompliance
with policies approved by the Board of DirectorssAming no change in amount or makesfiphe outstanding de
as of December 31, 2009, a 200 basis point moveopwmards in the interest rates would increase naual
interest expense by $0.9 million.

Portions of our international operations sell prtdipriced in foreign currencies, mainly the eyen and
sterling, while the majority of these products’ tsoare incurred in U.S. dollars. We are exposenitoency
movements in that if the U.S. dollar strengthehs,ttanslated value of the foreign currency satetha resulting
margin on that sale will be reduced. We typicaliycot increase the price of our products for sterts exchange
rate movements because of local competition. Tomike this exposure, we may purchase foreign cayréarwarc
contracts, options and collars in compliance wihraved policies. If the dollar strengthened, tkelide in the
translated value of our margins would be at leastigly offset by a gain on the hedge contractle&rease in the
value of the dollar would result in larger marging potentially a loss on the contract, dependipgnuthe method
used to hedge the exposure.

The notional value of the outstanding currency @mis was $13.1 million as of December 31, 200théf
dollar weakened 10% against the currencies we hastged from the December 31, 2009 exchange rates, t
reduced gain and/or increased loss on the outstgrdintracts as of December 31, 2009 would redusdgx
profits by approximately $1.3 million in 2010. Thialculation does not take into account the in@@asnargins as
a result of translating foreign currency saleiatrhore favorable exchange rates, any changesrgimdrom
potential volume fluctuations caused by currencywemeents or the translation effects on any otherifor currency
denominated income statement or balance sheet item.

The fair value of the outstanding foreign currenoptracts was a net asset of $0.1 million at Deear8l,
2009, indicating that the average hedge rates sligjetly favorable compared to the actual year-emdket
exchange rates.
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Management’s Report on Internal Control Over Finandal Reporting

The management of Brush Engineered Materials Imt.sabsidiaries are responsible for establishirth an
maintaining adequate internal controls over finah@porting, as such term is defined in Exchange A
Rules 13a-15(f) and 15d-15(f). Brush Engineerede¥als Inc. and subsidiaries’ internal control systwas
designed to provide reasonable assurance to the@&ugis management and Board of Directors regarttiag
preparation and fair presentation of publishedrfaial statements. All internal control systemsnmatter how well
designed, have inherent limitations. Thereforenahese systems determined to be effective carigeanly
reasonable assurance with respect to financiamgit preparation and presentation.

Brush Engineered Materials Inc. and subsidiariemhagement assessed the effectiveness of the Coiapany
internal control over financial reporting as of Batber 31, 2009. In making this assessment, it tieettamework
set forth by the Committee of Sponsoring Organizetiof the Treadway Commission (the COSO criténidyterna
Control — Integrated Framework. Based on our assesswe believe that, as of December 31, 2009, the
Company’s internal control over financial reportisgffective.

Management’s assessment of and conclusion on fibetigéness of internal control over financial repa did
not include an assessment of the internal contret inancial reporting of Barr Associates, Inchigh is included
in the 2009 consolidated financial statements efGompany. We did not assess the effectivenesgayhial control
over financial reporting at Barr Associates, Inecéuse we did not believe we had adequate timenmuct an
assessment of the internal control over finan@pbrting in the period between the consummatioa dathe
acquisition and the date of management’s assessBemtAssociates, Inc. constituted $65.8 millidriaial assets
as of December 31, 2009 and approximately $6.4anilind $0.2 million of net sales and net losgpeetively, for
the year ended December 31, 2009.

The effectiveness of our internal control over ficial reporting as of December 31, 2009 has beditealiby
Ernst & Young LLP, an independent registered pusaticounting firm, as stated in their report.

/s/ RcHARD J. HPPLE

Richard J. Hipple
Chairman, President and Chief Executive Officer

/sl bHN D. GRAMPA

John D. Grampa
Senior Vice President Finance and
Chief Financial Officer
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders of Brusgif&ered Materials Inc.

We have audited Brush Engineered Materials Inc.saididiariesinternal control over financial reporting as
December 31, 2009, based on criteria establishédemal Control — Integrated Framework issuedhsy
Committee of Sponsoring Organizations of the Tremd@ommission (the COSO criteria). Brush Engineered
Materials Inc. and subsidiaries’ management isamsible for maintaining effective internal contosler financial
reporting, and for its assessment of the effectgsrof internal control over financial reportinglirded in the
Management’s Report on Internal Control over FimgrReporting. Our responsibility is to expresso@mion on
the company’s internal control over financial rapay based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8oa
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control digancial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and ¢ipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingdthe preparation of financial statements for exdepurposes in
accordance with generally accepted accounting ipieee A company’s internal control over finanaiaporting
includes those policies and procedures that (Iajpeto the maintenance of records that, in reasiendetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ideweasonable
assurance that transactions are recorded as nactsgarmit preparation of financial statementsdcordance wit
generally accepted accounting principles, andréipts and expenditures of the company are breadg only in
accordance with authorizations of management anedtdirs of the company; and (3) provide reasonafderance
regarding prevention or timely detection of unauithex acquisition, use or disposition of the compsaiassets that
could have a material effect on the financial stegsts.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

As indicated in the accompanying Management’s Repointernal Control Over Financial Reporting,
management’s assessment of and conclusion onféatieéness of internal control over financial repa did not
include the internal controls of Barr Associate. which is included in the 2009 consolidatedficial statements
of Brush Engineered Materials Inc. and subsidiaaies constituted $65.8 million of total assetsfaBecember 31,
2009 and approximately $6.4 million and $0.2 milliof net sales and net loss, respectively, foytda ended
December 31, 2009. Our audit of internal contrardinancial reporting of Brush Engineered Matevialc. and
subsidiaries also did not include an evaluatiothefinternal control over financial reporting ofrBAssociates, Inc.

In our opinion, Brush Engineered Materials Inc. antsidiaries maintained, in all material respesffgctive
internal control over financial reporting as of Betber 31, 2009, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated balance sheatt@scember 31, 2009 and 2008, and the relatesotidiated
statements of income, shareholders’ equity, and flaw's for each of the three years in the periodesl
December 31, 2009 of Brush Engineered Materialsdnd subsidiaries and our report dated March 5020
expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Cleveland, Ohio
March 5, 2010
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders of Brusgifigered Materials Inc.

We have audited the accompanying consolidated balsimeets of Brush Engineered Materials Inc. and
subsidiaries as of December 31, 2009 and 2008thencklated consolidated statements of incomeebbiders’
equity, and cash flows for each of the three yeuatse period ended December 31, 2009. Our aulditsiacluded
the financial statement schedule listed in the xratdtem 15(a). These financial statements anddidie are the
responsibility of the Company’s management. Oupeesibility is to express an opinion on these fiiah
statements and schedule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighagio
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esa basis,
evidence supporting the amounts and disclosuréigifinancial statements. An audit also includegssing the
accounting principles used and significant estismatade by management, as well as evaluating thralbfieancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@albove present fairly, in all material respedts, ¢onsolidated
financial position of Brush Engineered Materials.land subsidiaries at December 31, 2009 and 20@Bthe
consolidated results of their operations and tba&sh flows for each of the three years in the peginded
December 31, 2009, in conformity with U.S. gengraltcepted accounting principles. Also, in our apinthe
related financial statement schedule, when consitlier relation to the basic financial statemerigrnaas a whole,
presents fairly in all material respects the infation set forth therein.

As discussed in Note A to the consolidated findrat@ements, the Company changed its method oiuating
for business combinations with the adoption ofgh&lance originally issued in FASB Statement Nd.(Bj,
Business Combinatiot(codified in FASB ASC Topic 808Business Combinationsffective January 1, 2009. Also,
as discussed in Note P to the consolidated finha@gements, the Company changed its method @fuating for
uncertain tax positions with the adoption of thédgace originally issued in FASB Interpretation M8, Accounting
for Uncertainty in Income Tax«— an Interpretation of FASB Statement No. (@#lified in FASB ASC Topic 740,
Income Taxe).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), Brush Engineered Material Inc. suigkidiaries’ internal control over financial rejing as of
December 31, 2009, based on criteria establishédemal Control — Integrated Framework issuedhsy
Committee of Sponsoring Organizations of the Tremgd@ommission and our report dated March 5, 20bessed
an unqualified opinion thereon.

/s/ ERNST& YOUNGLLP
Cleveland, Ohio

March 5, 2010
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Brush Engineered Materials Inc. and Subsidiarie:
Years Ended December 31, 2009, 2008 and 2007

Consolidated Statements of Income

(Thousands except per share amounts) 2009 2008 2007
Net sales $715,18¢ $909,71: $955,70¢
Cost of sale: 623,76« 757,83t 759,03
Gross margir 91,42: 151,87! 196,67:
Selling, general and administrative expe 89,76: 104,52: 110,12°
Research and development expe 6,771 6,522 4,992
Litigation settlement gai — (1,059 (8,699
Derivative ineffectivenes 4,897 171 121
Other— net 9,482 13,647 5,66¢€
Operating (loss) profi (19,485 28,071 84,46¢
Interest expens— net 1,29¢ 1,99¢ 1,76(
(Loss) income before income taxe (20,789 26,07¢ 82,70¢
Income tax (benefit) expens
Currently payabl 1,63¢ 1,567 14,12(
Deferred (10,06%) 6,15¢€ 15,30(
(8,429 7,71¢ 29,42(
Net (loss) income $(12,355) $ 18,357 $ 53,28¢
Net (loss) income per share of common st— basic $ (06) $ 09C $ 262
Weighted-average number of shares of common stock
outstandin¢— basic 20,191 20,33t 20,32(
Net (loss) income per share of common s+— diluted $ (06)) $ 08 $ 25¢
Weighted-average number of shares of common stock
outstandin¢— diluted 20,19 20,54 20,61:

See Notes to Consolidated Financial Statements.
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Brush Engineered Materials Inc. and Subsidiarie:
Years Ended December 31, 2009, 2008 and 2007

Consolidated Statements of Cash Flows

(Dollars in thousands) 2009 2008 2007
Cash flows from operating activitie
Net (loss) incomu $(12,35Y) $18,357 $53,28¢
Adjustments to reconcile net (loss) income to @shcprovided from operating activitie
Depreciation, depletion and amortizat 31,93¢ 33,82¢ 23,88(
Amortization of deferred financing costs in intérespense 43C 37¢ 41€
Stock-based compensation expel 3,48¢ 2,552 3,932
Derivative financial instruments ineffectivent 4,892 171 121
Deferred tax (benefit) expen (10,06%) 6,15¢ 15,30(
Changes in assets and liabilities net of acquisséta and liabilities
Decrease (increase) in accounts receiv 10,04¢ 16,51: (8,477
Decrease (increase) in other receiva (7,679 7,88t (11,269)
Decrease (increase) in inventc 34,16: 12,897 (13,269
Decrease (increase) in prepaid and other curresets (4,606 4,71% (3,919
Increase (decrease) in accounts payable and acexpetse (754) (11,890 (4,926
Increase (decrease) in unearned reve 31¢ (2,456 2,25¢
Increase (decrease) in interest and taxes pa 5,45¢ (14,079 (2,306
Increase (decrease) in Ic-term liabilities (16,60) 1,96( (775)
Other— net 2,79¢ (176€) (3,329
Net cash provided from operating activities 41,45¢ 76,81: 50,94«
Cash flows from investing activitie
Payments for purchase of property, plant and ecgeiip (44,179 (35,519 (26,429
Payments for mine developme (80¢) (421 (7,12))
Reimbursement for capital spending under governmoemtraci 28,20( 8,017 3,472
Payments for purchase of business less cash rec (54,109 (86,057) —
Proceeds from transfer of inventory to consignnfiemet — 22,91¢ —
Proceeds from sale of busine — 2,15(
Proceeds from sale of property, plant and equipi 3 — 328
Other investment— net 75 66 47
Net cash (used in) investing activitie (70,810 (90,990 (27,55%)
Cash flows from financing activitie
Proceeds from issuance (repayment) of -term deb 25,77¢ 4,87( (3,607
Proceeds from issuance of l-term debi 25,70( 46,20( 16,08:
Repayment of lor-term deb (28,600 (45,600 (26,399
Deferred financing cos (126) (352) (825)
Repurchase of common stc — (4,999 —
Issuance of common stock under stock option f 497 245 4,961
Tax benefit from the exercise of stock optic 53 45E 2,751
Net cash provided from (used in) financing activits 23,30: 817 (7,030
Effects of exchange rate changes on cash and qashakents (243 177 (270
Net change in cash and cash equivaler (6,299 (13,189 16,08¢
Cash and cash equivalents at beginning of yei 18,54¢ 31,73( 15,64+
Cash and cash equivalents at end of ye: $ 12,25: $18,54¢ $31,73(

See Notes to Consolidated Financial Statements.
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(Dollars in thousands)

Assets

Current assel
Cash and cash equivalel

Brush Engineered Materials Inc. and Subsidiarie:

December 31, 2009 and 2008

Consolidated Balance Sheets

Accounts receivable (less allowance of $1,397 @ff®and $1,051 for 200:

Other receivable

Inventories

Prepaid expense

Deferred income taxe

Total current asse

Relater-party notes receivab
Long-term deferred income tax
Property, plant and equipme

Less allowances for depreciation, depletion andrénadion
Property, plant, and equipmeé— net

Other asset

Goodwill

Total Assets

Liabilities and Shareholders Equity

Current liabilities
Shor-term debt
Current portion of lon-term debt
Accounts payabl
Salaries and wag¢
Taxes other than income ta»
Other liabilities and accrued iter
Unearned revent
Income taxe:

Total current liabilities
Other lon¢-term liabilities

Retirement and pc-employment benefit

Long-term income taxe
Deferred income taxe
Long-term debr
Shareholder’ equity

Serial preferred stock, no par value; 5,000,000ai#ed shares, none isstL
Common stock, no par value 60,000,000 authorizadeshissued shares of 26,800,000 in 2009 and

26,707,000 in 200
Retained earninc

Common stock in treasury, 6,566,000 shares in 20096,598,000 shares in 2C

Other comprehensive income (lo
Other equity transactior

Total shareholde’ equity

Total Liabilities and Shareholders’ Equity

See Notes to Consolidated Financial Statements.
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2009 2008

$ 12,250 $ 18,54¢
83,991 87,87¢
11,05¢ 3,37¢
130,09¢ 156,71t
28,02( 23,66(

14,75: 4,19¢
280,17¢ 294,37¢
90 98
4,87: 9,94

665,36 635,26
(437,59Y)  (428,01)
227,76t 207,25
42,01 34,44
67,03  3577¢
$621,95. $581,89°

$ 56,14¢ $ 30,62
60C
36,57¢ 28,01«
16,29: 22,56¢

762 1,13
27,02i 21,43
432 11c
2,45¢ —

139,69« 104,48(
49,27¢ 19,35¢
82,35¢ 97,16¢

2,32¢ 3,02¢
13¢€ 165
8,30¢ 10,60¢

173,77¢ 170,59
321,97: 334,32
(111,370 (110,86
(46,68 (47,807
2,16: 837
339,85( 347,09
$ 621,95, $581,89
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Brush Engineered Materials Inc. and Subsidiarie:
Years Ended December 31, 2009, 2008 and 2007

Consolidated Statements of Shareholders’ Equity

Common Other Other
Common  Retained Stock In Comprehensive Equity

(Dollars in thousands) Stock Earnings Treasury  Income (Loss) Transactions Total
Balances at January 1, 200 $155,55: $264,10( $(105,76)$ (23,320 $ 433 $291,00(
Net income — 53,28¢ — — — 53,28¢
Foreign currency translation adjustm — — — 1,62¢ — 1,62¢
Derivative and hedging activity, net of tax benefi$2,18: — — — (4,049 — (4,049
Pension and post-employment benefit adjustmenipfnet

taxes of $1,79: — — — 1,16¢ — 1,16¢
Comprehensive incorr 52,02¢
Impact from adoption of FIN 4 — (1,41) — — — (1,419
Proceeds from exercise of 296,000 shares underopti

plans 4,961 — — — — 4,961
Income tax benefit from exercise of stock opti 2,751 — — — — 2,751
Stock-based compensation expel 3,93¢ — — — — 3,932
Other equity transactior 151 — 187 — 11€ 454
Balances at December 31, 20( 167,34° 315,97. (105,579 (24,57¢) 54¢ 353,71«
Net income — 18,357 — — — 18,35
Foreign currency translation adjustm — — — 2,30t — 2,30t
Derivative and hedging activity, net of taxes of.: — — — 97 — 97
Pension and postmployment benefit adjustment, net of

benefit of $13,12I — — — (25,627 — _(25,62)
Comprehensive los (4,86%)
Proceeds from exercise of 12,000 shares underroplams 245 — — — — 245
Income tax benefit from exercise of stock opti 45k — — — — 45k
Repurchase of 300,000 sha — — (4,999 — — (4,999
Stock-based compensation expel 2,552 — — — — 2,552
Other equity transactior — — (28¢) — 28¢ —
Balances at December 31, 20( 170,59° 334,32¢ (110,86% (47,80) 837 347,09
Net loss — (12,35H — — — (12,35)
Foreign currency translation adjustm — — — (22 — (22
Derivative and hedging activity, net of taxes ofié. — — — 82t — 82t
Pension and postmployment benefit adjustment, net of

benefit of $92 — — — 314 — 314
Comprehensive los (11,23%)
Proceeds from exercise of 32,000 shares undenoplams 497 — — — — 497
Income tax benefit from exercise of stock opti 53 — — — — 53
Stocl-based compensation expel 3,48¢ — — — — 3,48¢
Other equity transactior (855) — (505) — 1,32¢ (34
Balances at December 31, 20( $173,77¢ $321,97- $(111,370$ (46,689 3% 2,165 $339,85¢

See Notes to Consolidated Financial Statements.
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Brush Engineered Materials Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note A—Significant Accounting Policies

Organization: The Company is a holding company with subsidgati@t have operations in the United States,
Europe and Asia. These operations manufacture addaangineered materials used in a variety of nigrke
including telecommunications and computer, aerosjpad defense, medical, industrial components,statage,
automotive electronics and appliance. The Compasyfbur reportable segments:

Advanced Material Technologies and Servicesufactures precious and nprecious vapor deposition targe
frame lid assemblies, performance coatings, optiestronic packages, other precious and non-pusaitetal
products and specialty inorganic materials;

Specialty Engineered Alloysanufactures high precision strip and bulk prodéras copper and nickel-based
alloys;

Beryllium and Beryllium Compositgsoduces beryllium metal, beryllium composites badyllia ceramics in a
variety of forms; and

Engineered Material Systemsanufactures clad inlay and overlay metals, precand base metal electroplated
systems and other related products.

The Company is vertically integrated and distrilsuite products through a combination of company-@avn
facilities and independent distributors and agents.

Use of Estimates: The preparation of financial statements in camfor with accounting principles generally
accepted in the United States requires managememake estimates and assumptions that affect toei@ts
reported in the financial statements and accompgnybtes. Actual results may differ from thosereates.

Consolidation: The Consolidated Financial Statements includetiteunts of Brush Engineered Materials
Inc. and its subsidiaries. All of the Company’s sidiaries are wholly owned as of December 31, 20¢@r-
company accounts and transactions are eliminatedrigolidation.

Cash Equivalents: All highly liquid investments with a maturity ¢firee months or less when purchased are
considered to be cash equivalents.

Accounts Receivable:An allowance for doubtful accounts is maintaifiedthe estimated losses resulting fr
the inability of customers to pay the amounts dune allowance is based upon identified delinquenbants,
customer payment patterns and other analysestofice data and trends. The Company extends dedit
customers based upon their financial condition genkrally collateral is not required.

Inventories: Inventories are stated at the lower of cost orketa The cost of the majority of domestic
inventories is determined using the last-in, foat-(LIFO) method. The remaining inventories asgesi principally
at average cost.

Property, Plant and Equipment: Property, plant and equipment is stated on tiséstud cost. Depreciation is
computed principally by the straight-line methoxlcept certain assets for which depreciation is agegb by the
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units-of-production or the sum-of-the-years-digitthod. The depreciable lives that are used in céimgpthe
annual provision for depreciation by class of assetas follows:

Years
Land improvement 5to0 25
Buildings 10 to 40
Leasehold improvemen Life of lease
Machinery and equipme 3to 15
Furniture and fixture 4to 15
Automobiles and truck 2to 8
Research equipme 6to 12
Computer hardwar 3to 10
Computer softwar 3to 10

Leasehold improvements will be depreciated ovetitbef the improvement if it is shorter than tlife of the
lease. Repair and maintenance costs are expengezlagd.

Mineral Resources and Mine DevelopmentProperty acquisition costs are capitalized asemairesources on
the balance sheet and are depleted using the afAiisduction method based upon recoverable proeserves.
Overburden, or waste rock, is removed prior toekéeaction of the ore from a particular open ptieTremoval cost
is capitalized and amortized as the ore is extdag$#ng the units-of-production method based uperptroven
reserves in that particular pit. Exploration angelepment expenses, including development drillarg, charged to
expense in the period in which they are incurred.

Intangible Assets: Goodwill is not amortized, but instead reviewadaally as of December 31 of each year,
or more frequently under certain circumstancesinfigrairment. Goodwill is assigned to the reportimit, which is
the operating segment level or one level belowotherating segment. Intangible assets with finitediare
amortized using the straight-line method or effexinterest method, as applicable, over the pegstisnated to be
benefited, which is generally twenty years or I€3site-lived intangible assets are also reviewadrpairment if
facts and circumstances warrant.

Asset Impairment: In the event that facts and circumstances in€ditt@t the carrying value of long-lived and
finite-lived intangible assets may be impairedeaaluation of recoverability is performed by conipgrthe
carrying value of the assets to the associatethattd future undiscounted cash flow. If the cagyralue exceeds
that cash flow, then the assets are written dovthew fair values.

Derivatives: The Company recognizes all derivatives on thariz sheet at their fair values. If the derivative
is designated and effective as a hedge, depengioig the nature of the hedge, changes in the fhiewaf the
derivative are either offset against the chandaiinvalue of the hedged asset, liability or firanemitment through
earnings or recognized in other comprehensive ircfass), a component of shareholders’ equity| timdi hedged
item is recognized in earnings. The ineffectivetiporof a derivative’s change in fair value, if afgyrecognized in
earnings immediately. If a derivative is not a hesdghanges in its fair value are adjusted throngbme.

Asset Retirement Obligation: The Company records a liability to recognizeltdgal obligation to remove an
asset at the time the asset is acquired or wheleglatliability arises. The liability is recordéar the present value
of the ultimate obligation by discounting the esttad future cash flows using a credit-adjustedrisk interest
rate. The liability is accreted over time, with #hecretion charged to expense. An asset equagtfathvalue of the
liability is recorded concurrent with the liabilignd depreciated over the life of the underlyingeas

Revenue Recognition: The Company generally recognizes revenue whegdbds are shipped and title pas
to the customer. The Company requires persuasideree that a revenue arrangement exists, delofdiye
product has occurred, the selling price is fixedi@terminable and collectibility is reasonably asdibefore revent
is realized and earned. Billings under long-tertesaontracts in advance of the shipment of thelg@we recorded
as unearned revenue, which is a liability on tHar@ sheet. Revenue is recognized for these tramsa when the
goods are shipped and all other revenue recogrgtiteria are met.
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Shipping and Handling Costs: The Company records shipping and handling castprbducts sold to
customers in cost of sales on the Consolidate@®@tits of Income.

Advertising Costs: The Company expenses all advertising costs asret. Advertising costs were
$0.4 million in 2009, $1.0 million in 2008 and $Xxlllion in 2007.

Income Taxes: The Company uses the liability method in meagutire provision for income taxes and
recognizing deferred tax assets and liabilitieshenbalance sheet. The Company will record a viainalowance
to reduce the deferred tax assets to the amounisth#ore likely than not to be realized, as waedrby the facts
and circumstances. The Company applies a moredikeln-not recognition threshold for all tax unegrtties and
will record a liability for those tax benefits tHadve a less than 50% likelihood of being sustaupsah examination
by the taxing authorities.

Net Income Per Share: Basic earnings per share (EPS) is computed bglidiyincome available to common
stockholders by the weighted-average number of comshares outstanding for the period. Diluted E&@cts the
assumed conversion of all dilutive common stockiveajants as appropriate under the treasury sto¢kade

Reclassification: Certain amounts in prior years have been red¢iaddb conform to the 2009 consolidated
financial statement presentation.

New Pronouncements: The Financial Accounting Standards Board (FASBed Statement No. 157, “Fair
Value Measurements”, in September 2006, codifigtiniASC 820 — Fair Value Measurements and Disclesu
The statement defines fair value, establishesmadweork for measuring fair values and expands disecks about
fair value measurements. The statement emphasiatatr value is a market-based measurement,men#ty-
specific measurement and it should include an agsamabout risk, the impact of any restrictionstie use of the
asset and other factors. It revises disclosuréscios on the inputs used to measure fair valuetlameffects of the
measurement on earnings for the period. The pamssof this statement apply to derivative finangiatruments
among other assets and liabilities. The statemasteffective for fiscal years beginning on or aRewember 15,
2007. The Company adopted this statement as rebaire its adoption did not have a material impacthe
Consolidated Financial Statements.

The FASB issued Statement No. 160, “Non-controllimgrests in Consolidated Financial Statements, an
amendment of ARB No. 51", in December 2007, codifigthin ASC 810 — Consolidation. The statement
establishes accounting and reporting standards fan-controlling interest in a subsidiary andtfar
deconsolidation of a subsidiary. It clarifies thaton-controlling interest should be classifiedaeparate
component of equity. Among other items, it alsorgies how income attributable to the parent anchtime
controlling interest are presented on the constitlatatement of income. The statement was effieftivfiscal
years beginning on or after December 15, 2008.0dmmpany adopted this statement as required in 2669ts
adoption did not impact the Consolidated FinanStatements.

The FASB issued Statement No. 141 (Revised 20@8Usihess Combinations”, in December 2007, codified
within ASC 805 — Business Combinations. The statgmequires that purchase accounting be usedIfbuainess
combinations and that an acquirer be identifiedefagry combination. It requires the acquirer tmmggze acquired
assets, liabilities and non-controlling interedtthair fair values. It also requires that costaumed to affect the
transaction as well as any expected, but not digltgaestructuring costs be expensed and not atadbfior as a
component of goodwill or part of the business carabion. The statement revises the accounting fiarde taxes,
research and development costs and other itemsiatsbwith business combinations. The statemesteffactive
for fiscal years beginning on or after December2l)8. The Company adopted this statement as ezhjinir2009
and used the provisions of this statement to addouthe assets and liabilities of the acquisittmmpleted in 2009
and the transaction-related costs.

The FASB issued Statement No. 161, “Disclosuresiaberivative Instruments and Hedging Activitiesan-
amendment of FASB Statement No. 133", in March 2@08ified within ASC 815 — Derivatives and Hedging
The statement expands the disclosures of Statewert33 in order to enhance the users’ understgrafifnow and
why an entity uses derivatives, how derivativerimstents and the related hedged items are accofortadd how
derivative instruments and related hedged itemecathe entity’s financial position, financial pemihance and
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cash flows. The statement requires qualitativelasces about hedging objectives and strategies)tiative
disclosures of the fair value of and the gainslasdes from derivatives and disclosures about eristti related
features in derivatives. The statement was effedtiv fiscal years beginning after November 15,820the
Company adopted this statement as required in Z0@®adoption did not impact the Consolidated Faiedn
Statements other than the required additional ascks.

The FASB issued Statement No. 165, “SubsequenttEyéen May 2009, codified within ASC 855 —
Subsequent Events. The statement defines the paftierdthe balance sheet date during which manageshell
evaluate transactions for potential recognitiodieclosure in the financial statements, the cirdamses in which g
entity shall recognize a subsequent event inrignitial statements and the disclosures an entity rslake about
subsequent events. The statement was effectivatéaim or annual periods ending after June 15920®e
Company adopted the statement as required anddfstian did not impact the Consolidated Financtak@nents
other than the required additional disclosures.

The FASB issued Staff Position (FSP) No. FAS 142ZX@termination of the Useful Life of Intangible sets”,
in April 2008, codified within ASC 350 — Intangildle— Goodwill and Other. The FSP amends the fa¢tobe
considered when developing renewal or extensionnagsons used to determine the useful life of éxgsintangible
assets. The Company adopted this FSP as requideitsaadoption did not have a material impact @n th
Consolidated Financial Statements.

Note B—Acquisitions

In October 2009, one of the Company’s subsidiaatzgpiired all of the capital stock of Barr Assocsatac. for
$55.2 million in cash. Barr, based in Westford, Bahusetts, manufactures thin film optical filtesed in a variety
of applications, including defense, aerospace, caédielecommunications, lighting and astronomyrr Banploys
approximately 280 people at three leased facilities

The purchase price was financed with a combinaifarash on hand and borrowings under the Company’s
revolving credit agreement. The purchase priceuthetl amounts to be held in escrow pending theutsnlof
various matters as detailed in the purchase agmeineaddition to the initial cash consideratioti® purchase
agreement allows for a potential eaut-to be paid to the sellers based upon the fygertormance of the operatic
which was recorded in other long-term liabiliti¢sta fair value of $1.9 million. A condensed batarsheet
depicting the preliminary amounts assigned to tlipised assets and liabilities as of the acquisitiate is as

follows:

Asset
(Dollars in thousands) (Liability)
Current assel $14,44:
Finite-lived intangible asse’ 12,20(
Property, plant and equipme 7,33(
Other asset 54
Goodwill 31,25¢
Current liabilities (3,147
Long-term liabilities (2,979
Deferred income taxe 3,99¢
Total purchas: $55,16¢

The above assets and liabilities, including theeptiél earn-out, may be revised pending the fimgilin of the
appraisal and other valuation analyses. Barr gégetsmles of $6.4 million and a pre-tax loss o#38illion in 2009
since its acquisition date. The pre-tax loss inetlthe amortization of the preliminary purchaseeri
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inventory step-up of $0.6 million. Assuming the aisition of Barr had occurred on January 1, 2088,dro forma
effect on selected line items from the Company’'sstdidated Statement of Income would be as follows:

Pro Forma Results

(Unaudited)
(Dollars in thousands except for per share amounts 2009 2008
Sales $748,05¢ $953,91-
(Loss) income before income ta» (18,62%) 31,45
Net (loss) incomi (20,957 21,85:
Diluted earnings per sha $ (059 $ 1.0¢

In February 2008, one of the Company'’s subsidiaa@zpiired the operating assets of Techni-Met ofdAtim,
Connecticut for $86.5 million in cash, includingiagsition fees. Techni-Met produces precision masimetal
coated flexible polymeric films used in a variefyhigh end applications, including diabetes diagiecagst strips.
Techni-Met sources the majority of its preciousahetquirements from other operations within thenpany’s
Advanced Material Technologies and Services segméet $86.5 million purchase price was net of $tidion
received back from escrow in February 2009 based tipe final agreed-upon balances under the tefrigeo
purchase agreement. The $1.4 million was recont@thier receivables on the December 31, 2008 Cioiasetl
Balance Sheets. A condensed balance sheet depieéiritnal amounts assigned to the acquired aasetdiabilities
as of the acquisition date is as follows:

Asset
(Dollars in thousands) (Liability)
Precious metal inventol $22,91¢
Other current asse 8,73¢
Finite-lived intangible asse’ 26,20(
Property, plant and equipme 15,00¢(
Goodwill 13,87¢
Current liabilities (222)
Total purchas $86,51:

The Company financed the acquisition with a comtmmeof cash on hand and borrowings under the xéwvgl
credit agreement. Subsequent to the purchase,aimp&hy transferred Techni-Mstprecious metal inventory to t
existing consignment lines and received its mavkéie of approximately $22.9 million back from tireancial
institution.

The results of the above acquired businesses welieded in the Company’s financial statements sthee
respective acquisition dates. The acquisitionsradleded in the Advanced Material Technologies 8edvices
segment. See Note E to the Consolidated Finantag@ents for additional information on the intdolgiassets
associated with these acquisitions.
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Note C—Inventories
Inventories on the Consolidated Balance Sheetswuargnarized as follows:

December 31

(Dollars in thousands) 2009 2008
Principally average cos
Raw materials and suppli $ 38,74( $ 41,46¢
Work in proces: 119,69¢ 139,55:.
Finished good 38,95( 50,57¢
Gross inventorie 197,38¢ 231,59¢
Excess of average cost over LIFO inventory vi 67,29( 74,88
Net inventories $130,09¢ $156,71¢

Average cost approximates current cost. Gross tovies accounted for using the LIFO method totaled
$123.4 million at December 31, 2009 and $154.8omlat December 31, 2008. The liquidation of LIF®entory
layers reduced cost of sales by $1.9 million in@8Aad $0.4 million in 2008.

Lower of cost or market charges reduced net inveggdy $0.7 million in 2009 and $15.2 million i6@8.

Note D—Property, Plant and Equipment
Property, plant and equipment on the Consolidatdrize Sheets is summarized as follows:

December 31

(Dollars in thousands) 2009 2008
Land $ 869C $ 8,72¢
Buildings 114,11. 111,23¢
Machinery and equipme 460,06¢ 452,70:
Software 25,88¢ 24.57(
Construction in progres 50,91¢ 25,45¢
Allowances for depreciatio (435,419 (420,790
224,25t 201,90!
Mineral resource 5,02¢ 5,02¢
Mine developmen 65€ 7,54z
Allowances for amortization and depleti (2,179 (7,227)
3,50¢ 5,34¢
Property, plant and equipme— net $227,76¢  $ 207,25¢

Depreciation expense was $27.9 million in 2009,.$30illion in 2008 and $22.7 million in 2007.
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Note E—Intangible Assets
Assets Acquired
The Company acquired the following intangible as&@e?009:

Weighted-average

(Dollars in thousands) Amount Amortization Period
Customer relationshi $ 9,90( 9.5 Year
Technology 1,70C 3.0 Year
Trade nam 60C 2.0 Year
License 20C 17.0 Year
Deferred financing cos 12€ 1.0 Year

Total assets subject to amortizat $12,52¢ 8.3 Year
Goodwill $31,25¢ Not Applicable

The customer relationship, technology and tradeeniatangible assets and the goodwill were acquasegart
of the fourth quarter 2009 purchase of the capitatk of Barr Associates, Inc. and their values imayevised
pending the finalization of the appraisal and otfauation analyses.
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Assets Subject to Amortization

The cost, accumulated amortization and net boakevaf intangible assets subject to amortizationfas
December 31, 2009 and 2008 and the amortizatioaresepfor each year then ended is as follows:

(Dollars in thousands) 2009 2008
Deferred financing cos
Cost $ 4,437 $ 4,311
Accumulated amortizatio (3,170 (2,740
Net book value 1,267 1,571
Customer relationshiy
Cost 34,55( 24,65(
Accumulated amortizatio (6,72)) (4,019
Net book value 27,82¢ 20,63
Technology
Cost 11,12( 9,42(
Accumulated amortizatio (2,025 (1,059
Net book value 9,09t 8,36¢
Patents
Cost 69C 69C
Accumulated amortizatio (690 (690

Net book value — —
Customer contrac

Cost 282 282

Accumulated amortizatio (289 (289)

Net book value — —
Licenses

Cost 42C 22C

Accumulated amortizatio (167) (11¢)

Net book value 252 10z
Non-compete contraci

Cost 50C 50C

Accumulated amortizatio (479 (229)

Net book value 21 271
Trade nam

Cost 60C —

Accumulated amortizatio (58) —

Net book value 542 —
Total

Cost $ 52,60 $40,07¢

Accumulated amortizatio (13,599 (9,129

Net book value $ 39,007 $30,94;
Aggregate amortization exper $ 4466 $ 3,90C

The aggregate amortization expense is estimatbd 5.9 million in 2010, $5.6 million in 2011, $5xillion in
2012, $4.2 million in 2013 and $4.2 million in 2014tangible assets other than goodwill are inctliseother asse
on the Consolidated Balance Sheets.
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Assets Not Subject to Amortization

The Company’s only intangible asset not subjeenbortization is goodwill. A reconciliation of thegdwill
activity for 2009 and 2008 is as follows:

(Dollars in thousands) 2009 2008

Balance at the beginning of the yi $35,77¢  $21,89¢
Current year acquisitior 31,25¢ 13,87¢
Balance at the end of the ye $67,03¢  $35,77¢

All of the goodwill has been assigned to the AdwahMaterial Technologies and Services segment.

The goodwill acquired in 2008 was deductible for parposes while the goodwill acquired in 2009 was

Note F—Debt
A summary of long-term debt follows:

December 31

(Dollars in thousands) 2009 2008
Revolving credit agreeme $ — %230
Variable rate demand bon— final installment paid in 200 — 60C
Variable rate industrial development revenue bgrajgable in 201! 8,30¢ 8,30¢
8,30¢ 11,20¢
Current portion of lon-term debt — (600)
Total $8,30f  $10,60¢

Maturities on long-term debt instruments as of Delser 31, 2009 are as follows:

2010 $ —
2011 —
2012 —
2013 —
2014 —
Thereaftel 8,30t

Total $8,30¢

The Company has a $240.0 million revolving creddility with six financial institutions that is cqrised of
sub-facilities for short and long-term loans, legtef credit and foreign borrowings. The agreemehich expires in
November 2012, is subject to a calculation of maxmavailability. The credit agreement also proviftesan
uncommitted incremental facility whereby, undertaer circumstances, the Company may be able t@borr
additional terms loans in an aggregate amountmekteed $50.0 million. At December 31, 2009, tlzeimum
availability under this facility was $51.1 millioithe credit agreement is secured by substantililbf the assets of
the Company and its direct subsidiaries, with tkeeption of non-mining real property and certainestassets. The
credit agreement allows the Company to borrow mateypremium over LIBOR or prime rate and at vagyi
maturities. The premium resets quarterly accortlinpe terms and conditions available under theemgent. At
December 31, 2008, there was $2.3 million outstandpainst the foreign borrowing sub-facility atewerage rate
of 3.90%. This borrowing was retired in 2009. Atd@mber 31, 2009 there was $24.7 million outstandgpgjnst th
letters of credit sub-facility.

The Company pays a variable commitment fee thatsepuarterly (0.15% as of December 31, 2009) ®f th
available and unborrowed amounts under the revgleredit line.
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The credit agreement is subject to restrictive aams including incurring additional indebtednessjuisition
limits, dividend declarations and stock repurchabeaddition, the agreement requires the Compamgdintain a
maximum leverage ratio and a minimum fixed chamecage ratio. The Company was in compliance witbfats
debt covenants as of December 31, 2009.

The following table summarizes the Company’s skema lines of credit. Amounts shown as outstandirey
included in short-term debt on the ConsolidatechBe¢ Sheets.

December 31, 2009 December 31, 2008
(Dollars in thousands) Total Outstanding Available Total Outstanding Available
Domestic $ 51,100 $ 11,41¢ $39,68: $211,46¢ $ —  $211 .46t
Foreign 11,30¢ 43E 10,86¢ 16,79 10,05z 6,742
Precious mete 50,86: 44,29t 6,56 20,57( 20,57( —
Total $113,26t $ 56,14¢ $57,11¢ $248,83( $ 30,62: $218,20!

While the available borrowings under the individeaisting credit lines total $57.1 million, the @nants in th
credit agreement restrict the aggregate availatnetvings to $46.3 million as of December 31, 2009.

The domestic line is committed and includes all-fadilities in the $240.0 million maximum borrowingder
the revolving credit agreement. The Company ha®warforeign lines of credit, one of which for 3rillion euros
is committed and secured. The remaining foreigesliare uncommitted, unsecured and renewed annia09,
the Company added a new precious metal line whicludles the ability to consign copper. The aveiatpgest rate
on short-term debt was 2.49% and 2.75% as of DeeeBih 2009 and 2008, respectively.

In November 1996, the Company entered into an aggaewith the Lorain Port Authority, Ohio to issue
$8.3 million in variable rate industrial revenuends, maturing in 2016. The variable rate rangeohffo36% to
1.05% in 2009 and from 1.00% to 8.11% in 2008.

In 1994, the Company re-funded its $3.0 millionuattial development revenue bonds into variable rat
demand bonds, which were retired in 2009. The bieate ranged from 0.62% to 1.12% in 2009 anchfio04%
to 10.00% during 2008.

Note G—Leasing Arrangements

The Company leases warehouse and manufacturing,smaat manufacturing and computer equipment under
operating leases with terms ranging up to 25 yé&at expense amounted to $8.4 million, $7.6 rmilliand
$7.9 million, during 2009, 2008, and 2007, respetyi. The future estimated minimum lease paymentieunon-
cancelable operating leases with initial lease semexcess of one year at December 31, 2009 sdialaws:
2010 — $7.8 million; 2011 — $7.3 million; 2012 — .$4million; 2013 — $3.9 million; 2014 — $3.6 milloand
thereafter — $20.3 million.

The Company has an operating lease for one ofaismproduction facilities. This facility is ownéxy a third
party and cost approximately $20.3 million to bui@tcupancy of the facility began in 1997. Leasgnpents for th
facility continue through 2011 with options for ewmal. The estimated minimum payments are includete
preceding paragraph. The facility lease is sulifgcertain restrictive covenants including leverdged charges
and annual capital expenditures.

Note H—Fair Value Information and Derivative Financial Instruments

The Company measures and records financial institgvag their fair value. A fair value hierarchyuised for
those instruments measured at fair value thatngjstshes between assumptions based upon markgptiatrvable
inputs) and the Company’s assumptions (unobsenmples). The hierarchy consists of three levels:

Level 1 — Quoted market prices in active marketsdentical assets and liabilities;

Level 2 — Inputs other than Level 1 inputs thateither directly or indirectly observable; and
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Level 3 — Unobservable inputs developed using egisiand assumptions developed by the Companyhwhic
reflect those that a market participant would use.

The following table summarizes the financial instents measured at fair value in the Consolidatddrige
Sheet as of December 31, 2009:

Fair Value Measurements
Quoted Prices

in Active
Markets for Significant Significant
Identical Observable  Unobservable
(Dollars in thousands) Assets Inputs Inputs
Description Total (Level 1) (Level 2) (Level 3)
Financial Assets
Directors’ deferred compensation investme $ 59 $ 59¢ $ — 8 —
Foreign currency forward contrac 22C — 22C —
Total $ 81 $ 50¢ $ 22C % —
Financial Liabilities
Directors deferred compensation liabili $ 59 $ 59¢ $ — $ —
Foreign currency forward contrac 10t — 10t —
Embedded copper derivati 4,892 — 4,892 —
Total $5,59¢ $ 50¢ $ 4997 $ —

The Company uses a market approach to value tle¢ésamsd liabilities for outstanding derivative qawets in
the table above. These contracts are valued usimarlket approach which incorporates quoted manke¢pat the
balance sheet date. The carrying values of the @theking capital items and debt on the Consolidd&alance
Sheet approximate their fair values as of DecerBheR009.

The Company uses derivative contracts to hedgéoperbf its foreign currency exposures and alsa use
derivatives to hedge a portion of its precious mnetaosures in 2009. The objectives and stratdgiessing
derivatives in these areas are as follows:

Foreign Currency. The Company sells products to overseas customéhmsir local currencies,
primarily the euro, sterling and yen. The Compasguses foreign currency derivatives, mainly forward
contracts and options, to hedge these anticipated sransactions. The purpose of the hedge progréon
protect against the reduction in the dollar valfitoreign currency sales from adverse exchange rate
movements. Should the dollar strengthen signifigatiie decrease in the translated value of theidor
currency sales should be partially offset by gaimshe hedge contracts. Depending upon the metismts
the hedge contract may limit the benefits from akeming U.S. dollar.

The use of forward contracts locks in a firm ratd aliminates any downside from an adverse rate
movement as well as any benefit from a favoraltie movement. The Company may from time to time
choose to hedge with options or a tandem of optimiasvn as a collar. These hedging techniques oaih dir
eliminate the downside risk but can allow for saonall of the benefit from a favorable rate moveirerbe
realized. Unlike a forward contract, a premiumasdgfor an option; collars, which are a combinatidra pu
and call option, may have a net premium but theylbmstructured to be cash neutral. The Company wil
primarily hedge with forward contracts due to telationship between the cash outlay and the |evesio.

A team consisting of senior financial managersawgi the estimated exposure levels, as defined by
budgets, forecasts and other internal data, aretrdates the timing, amounts and instruments taase
hedge that exposure. Management analyzes theieffdrtdged rates and the actual and projected gaths
losses on the hedging transactions against thearogbjectives, targeted rates and levels of
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risk assumed. Hedge contracts are typically layared different times for a specified exposureiquin
order to minimize the impact of rate movements.

The total exchange loss, which includes realizatlarealized items, was $0.7 million in 2009,
$3.7 million in 2008 and $0.6 million in 2007.

Precious Metals. The Company maintains the majority of its presiawetal inventory on consignment
in order to reduce its working capital investmemd ¢he exposure to metal price movements. When a
precious metal product is fabricated and readgligoment to the customer, the metal is purchasedfou
consignment at the current market price. The praid by the Company forms the basis for the prigec
to the customer. This methodology allows for changeeither direction in the market prices of tlegous
metals used by the Company to be passed throutje twustomer and reduces the impact changes iespric
could have on the Company’s margins and operatiofitpThe consigned metal is owned by financial
institutions who charge the Company a financingtfeged upon the current value of the metal on hand.

In certain instances, a customer may want to dstatiie price of the precious metal at the timesthles
order is placed rather than at the time of shipm@etting the sales price at a different date thien the
material would be purchased potentially createexaosure to movements in the market price of thiiime
Therefore, in these limited situations, the Comparay elect to enter into a forward contract to pase
precious metal. The forward contract allows the @any to purchase metal at a fixed price on a sipecif
future date. The price in the forward contract esras the basis for the price to be charged toustmer.
By so doing, the selling price and purchase prieengatched and the Company’s price exposure ieetu

The use of derivatives is governed by policies ¢etbpy the Board of Directors. The Company willyoahter
into a derivative contract if there is an undertyidentified exposure. Contracts are typically helanaturity. The
Company does not engage in derivative trading itietsvand does not use derivatives for speculativposes. The
Company only uses hedge contracts that are dentediirathe same currency or metal as the underlgkmpsure.

All derivatives are recorded on the balance shietkiedr fair values. If the derivative is desigrihend effective
as a hedge, depending upon the nature of the heldgeges in the fair value of the derivative atkezioffset
against the change in the fair value of the hedgseét, liability or firm commitment through earrsngr recognized
in other comprehensive income (OCI), a componeshafeholders’ equity, until the hedged item iDgeized in
earnings. The ineffective portion of a derivatsvehange in fair value, if, any, is recognizedanmnings immediatel
If a derivative is not a hedge, changes in thevialue are adjusted through income.

The following table summarizes the notional amantd the fair value of the Company’s outstanding
derivatives as of December 31, 2009 and 2008:

December 31, 2009 December 31, 2008
Notional Fair Notional Fair
(Dollars in thousands) Amount Value Amount Value
Asset (liability)
Foreign currency contrac
Forward contract
Yen $656: $ 22 $18,997 $(2,390
Euro 6,20¢ (93) 22,51: 537
Sterling 37E (12) 3,19/ 48t
Total $13,14¢ $ 115 $44,70¢  $(1,36¢)
Options
Euro $ — $ — $268 $ 21z
Embedded copper derivati $18,43: $(489) $ — $ —

The fair values of the outstanding derivativesramrded as assets (if the derivatives are inragsition) or
liabilities (if the derivatives are in a loss pasit). The fair values will also be classified asihierm or long term
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depending upon their maturity dates. The balaneetstiassification of the outstanding derivativeBecember 31,
2009 and 2008 was as follows:

December 31
(Dollars in thousands) 2009 2008

Asset (liability)

Prepaid expenst $ 22C $ 1,23¢
Other asset — —
Other liabilities and accrued iter (4,999 (2,359
Other lon¢-term liabilities — (36)

Total $(4,777) $(1,15€)

All of the foreign currency derivatives secured®B09 and 2008 were designated as cash flow he@hesges
in the fair values of these derivatives are recdideOCI and charged or credited to income wherctmgracts
mature and the underlying hedged transactions o¢twre were no precious metal hedge contractsamaing as
of December 31, 2009 or 2008.

A summary of the hedging relationships of the @utding derivative financial instruments designasdaash
flow hedges as of December 31, 2009 and 2008 andrttounts transferred into income for the twelvatin® then
ended follows.

Effective Portion of Hedge Ineffective Portion of Hedge
Recognized Reclassified From OCI Recognized in Income on
In OCI at Into Income During Period Derivative During Period
(Dollars in thousands) End of Period Location Amount Location Amount
Gain (loss)
2009
Foreign currency contrac
Forward contract $ 115 Othernet $ (81(C) Othernet $ —
Options (collars — Othernet 212 Othernet —
Total 11F (59¢) —
Precious metal forward contrac — Cost of sale! 47€ Cost of sale: —
Total $ 11E $ (120 $ —
2008
Foreign currency contrac
Forward contract $ (1,36§) Othernet $(2,32%) Othernet $ —
Options (collars 212 Othernet (73%) Othernet —
Total (1,156 (3,060 —
Precious metal forward contrac — Cost of sale! — Cost of sale! —
Total $ (1,156 $(3,060) $ —

The Company secured a debt obligation with an exixgdopper derivative in 2009. This derivative jules
an economic hedge for the Company’s copper invgraggainst movements in the market price of copfiewever,
the derivative does not qualify as a hedge for aoting purposes and changes in its fair value bhaeged against
income in the current period. The Company recoaltass of $4.9 million in 2009 due to the changethe
derivative’s fair value as a result of an incre@seopper prices. The loss was recorded as derevateffectiveness
on the Consolidated Statement of Income. The delidation matures in 2010.

The Company had an interest rate swap that waalipitiesignated as a cash flow hedge. Howeve2Qi3, thi
underlying hedged item was terminated early anditvep no longer qualified as a hedge. A loss a #flllion
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was recorded in 2008 due to changes in the smMap’value as a result of movements in interatts. The swap w
terminated in the fourth quarter 2008.

Total derivative ineffectiveness was an expensgdd million in 2009, $0.2 million in 2008 and $0rfllion in
2007.

In 2006, the Company terminated early various coditpyewaps that were designated as cash flow hedde
gains on the early terminations were deferred @@ until the original hedged items, the purchasfesopper, were
acquired and then relieved from inventory. During first half of 2008, gains totaling $0.2 millifnem OCI were
credited to cost of sales on the Consolidated Site of Income. The deferred gains on the commahitgps were
fully amortized out of OCI as of the end of the@ad quarter 2008.

The Company expects to relieve $0.1 million froml@@d credit other-net on the Consolidated Staté¢men
Income in 2010.
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Note | —Pensions and Other Po«-retirement Benefits

The obligation and funded status of the Compangissppn and other post-retirement benefit planshosvn
below. The Pension Benefits column aggregates egfirenefit pension plans in the U.S., Germany amglaad ani
the U.S. supplemental retirement plan. The OthereBes column includes the U.S. retiree medical lified
insurance plan.

Pension Benefits Other Benefits
(Dollars in thousands) 2009 2008 2009 2008
Change in benefit obligation
Benefit obligation at beginning of ye $145,52:  $134,74: $32,78¢ $ 34,23¢
Service cos 4,463 5,297 28¢ 30z
Interest cos 8,99¢ 8,49( 1,92¢ 2,12
Actuarial (gain) los: 8,171 4,241 (1,765 (1,32%)
Benefit payments from fun (6,399 (5,682 — —
Benefit payments directly by Compa (104) (112 (2,710 (2,955
Expenses paid from assi (392 (360) — —
Curtailment gair (547) — — —
Medicare Part D subsic — — 357 397
Foreign currency exchange rate char 313 (1,097 — —
Benefit obligation at end of ye 160,02¢ 145,52: 30,88¢ 32,78¢
Change in plan asset
Fair value of plan assets at beginning of \ 81,81( 111,87: — —
Actual return on plan asse 15,94 (27,372 — —
Employer contribution 18,49 4,451 — —
Benefit payments from fun (6,399 (5,682 — —
Expenses paid from ass: (392 (360) — —
Foreign currency exchange rate char 26€ (1,099 — —
Fair value of plan assets at end of y 109,72¢ 81,81( — —
Funded status at end of ye $(50,300) $(63,719 $(30,88t) $(32,78¢)
Amounts recognized in the Consolidated Balance Shiseconsist of:
Other liabilities and accrued iter $ — —  $(2,609 $ (2,856
Retirement and pc-employment benefit (50,300 (63,719  (28,277)  (29,93()

$(50,300 $(63,719 $(30,88() $(32,786)

Amounts recognized in other comprehensive income é¢ffore tax) consist

of:
Net actuarial (gain) los $ 67,44¢ $ 67,518 $ (2,219 $ (449
Net prior service (credit) co (4,560 (6,139 12¢ 93

$6288 $6137¢ $(2,08) $ (356

Amortizations expected to be recognized during nextscal year (before

tax):
Amortization of net los $ 283 $ 202 $ — 3 —
Amortization of prior service crec (530) (644) (36) (36)

$ 230 $ 138 $ (36 $ (36

Additional information

Accumulated benefit obligation for all defined bénhpension plan: $156,94;  $142,89¢ N/A N/A
For defined benefit pension plans with benefit gdifions in excess of plan
assets
Aggregate benefit obligatic 160,02¢ 142,60: N/A N/A
Aggregate fair value of plan ass 109,72¢ 78,80¢ N/A N/A

For defined benefit pension plans with accumuldgeokfit obligations in
excess of plan asse
Aggregate accumulated benefit obligat 156,94 139,97: N/A N/A
Aggregate fair value of plan ass 109,72¢ 78,80¢ N/A N/A
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Components of net periodic benefit cost and othermounts recognized in other comprehensive income

Pension Benefits Other Benefits

(Dollars in thousands) 2009 2008 2007 2009 2008 2007
Net periodic benefit cost
Service cos $4,46: $5297 $5001 $ 28 $ 30 $ 301
Interest cos 8,99/ 8,49( 7,971 1,92¢ 2,12 1,90¢
Expected return on plan ass (9,74¢) (9,060 (9,002 — — —
Amortization of prior service (benefi (549) (644) (660) (36) (36) (36)
Recognized net actuarial lo 1,55 1,18¢ 1,82 — — —
Curtailment gair (1,069) — — — —
Net periodic bengfit cos $3,65( $526¢ $513¢ $2,18. $2,39¢ $2,17¢

Pension Benefits Other Benefits
(Dollars in thousands) 2009 2008 2007 2009 2008 2007
Change in other comprehensive incom
OCI at beginning of yee $61,37¢ $21,337 $27,437 $ (35€) $ 93 $(2,207)
Increase (decrease) in O(

Recognized during year — prior service cost

(credit) 54¢ 644 66C 36 36 36
Recognized during year -ret actuarial (losse

gains (4,557 (1,225 (1,829 — — —
Occurring during yea— prior service cos — 39 88¢ — — —
Occurring during year — net actuarial losse:

(gains) 1,972 40,677 (5,817 (1,765 (1,325 3,10
Other adjustment 522 — — — — —
Foreign currency exchange rate char 19 (93 9 — — —

OCIl at end of yes $62,88¢ $61,37¢ $21,337 $(2,087) $ (356€) $ 93¢
Summary of key valuation assumption:
Pension Benefits Other Benefits

2009 2008 2007 2009 2008 2007

Weighted-average assumptions used to determine bdite
obligations at fiscal year end

Discount rate 5.8t% 6.1€% N/A  5.88% 6.15% N/A
Rate of compensation incree 3.00% 2.03% N/A 3.0(% 2.0(% N/A
Weighted-average assumptions used to determine neast for the

fiscal year
Discount rate 6.65% 6.41% 5.95% 6.15% 6.5(% 6.1%
Expected lon-term return on plan asse 8.22% 8.21% 8.4€% N/A N/A N/A
Rate of compensation incree 2.09% 4.34% 4.352% 2.0(% 4.5(% 4.5(%

The Company uses a December 31 measurement date falbove plans.

Effective January 1, 2008, the Company reviseceipected long-term rate of return assumption used i
calculating the annual expense for its domestisiparplan. This assumed expected long-term ratetofn was
decreased to 8.25% from 8.5%, with the impact bamwpunted for as a change in estimate.
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Management establishes the domestic expected dngrate of return assumption by reviewing itsdrisal
trends and analyzing the current and projected etadnditions in relation to the plan’s asset atan and risk
management objectives. Consideration is given tb teErent plan asset performance as well as pkeat as
performance over various long-term periods of timigh an emphasis on the assumption being a prtispetong-
term rate of return. Management consults with amtsitlers the opinions of its outside investmenisads and
actuaries when establishing the rate and reviesxassgumptions with the Retirement Plan Review Cdtaendf the
Board of Directors. Management believes that t28%. domestic expected long-term rate of returnrapsion is
achievable and reasonable given current marketitiomsl and forecasts, asset allocations, investmpelities and
investment risk objectives.

The domestic rate of compensation increase assomgts changed from a flat 4.5% to a graded assoma
of January 1, 2009. The graded assumption for ¢ineedtic rate of compensation increase is 2.0%h®2009 fisce
year, 3.0% for the 2010 fiscal year, 4.0% for tB& Rfiscal year and 4.5% for the 2012 fiscal yaat later.

Assumptions for the defined benefit pension plan&érmany and England are determined separatatytfie
U.S. plan assumptions, based on historical trendscarrent and projected market conditions in Geyrand
England. The plan in Germany is unfunded and the gl England has assets that are approximatelgf4tie
Company'’s aggregated total fair value of plan asastof year-end 2009.

Assumed health care trend rates at fiscal year end 2009 2008
Health care trend rate assumed for next: 8.0(% 8.0(%
Rate that the trend rate gradually declines tonfalte trend rate 5.0(% 5.0(%
Year that the rate reaches the ultimate trend 201¢ 201:

Assumed health care cost trend rates have a signifeffect on the amounts reported for the health plans.
A one-percentage-point change in assumed heakhcost trend rates would have the following effects

1-Percentag- 1-Percentage-Point

Point Increase Decrease
(Dollars in thousands) 2009 2008 2009 2008
Effect on total of service and interest cost congs $46 $53 $(41) $ (49
Effect on pos-retirement benefit obligatio 62¢ 79€¢ (573 (71§
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Plan Assets

The fair values of the Company’s defined benefitgien plan assets at fiscal year-end 2009 by assegory
are as follows:

Fair Value Measurements

Quoted
Prices
in Active
Markets for Significant Significant
Identical Observable  Unobservable
Assets Inputs Inputs
Asset Categon Total (Level 1) (Level 2) (Level 3)
(Dollars in thousands)
Cash $ 16,33 $ 16,33 $ — ¢ —
Equity securities
u.s. (a) 26,59( 19,17¢ 7,411 —
International (b’ 11,77: 4,741 7,032 —
Emerging markets (c 9,15¢ 8,951 20t —
Fixed income securitie:
Intermediat-term bonds (d 17,96: 17,96: — —
Global bonds (e 18,10: 17,58: 51¢ —
Other types of investment
Real estate fund ( 5,52 5,52z — —
Multi-strategy hedge funds ( 3,507 — — 3,507
Private equity fund 78€ — — 78€
Total $ 109,72¢ § 90,27( $ 15,16¢ $ 4,29:¢

(&) Mutual funds that invest in various sectors ofth8. market

(b) Mutual funds that invest in non-U.S. compamamarily in developed countries that are generadigsidered
to be value stock:

(c) Mutual funds that invest inor-U.S.companies in emerging market countr
(d) Includes a mutual fund that employs a v-oriented approach to fixed income investment mameasge.

(e) Mutual funds that invest in domestic and fonesgvereign securities, fixed income securitiesitgame-backed
and ass+backed bonds, convertible bonds, high yield bomdseanerging market bonc

(H Includes a mutual fund that typically investdesast 80% of its assets in equity and debt seesiof companies
in the real estate industry or related industrieig @ompanies which own significant real estatetsat the
time of investment

(9) Includes hedge funds that employ multiple strattpemultiple asset classes with low correlatic
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The following table summarizes changes in thevfaiue of the Company’s defined benefit pension plan
Level 3 assets for the year ended December 31,:2009
Fair Value Measurements
Using Significant
Unobservable Inputs (Level 3

Multi- Private
strategy equity
(Dollars in thousands) hedge fund: funds Total
Beginning balance at December 31, 2! $ 5968 $ 781 $6,74¢
Actual return on plan asse
Relating to assets still held at the reporting 787 (24 763
Relating to assets sold during the pel (16) — (16)
Purchases, sales and settlem (3,229 2¢ (3,200
Transfers in and/or out of Level — — —
Ending balance at December 31, 2! $ 3500 $ 78 $4,29¢

The Company’s domestic defined benefit pension plaestment strategy, as approved by the Retireflkamt
Review Committee, is to employ an allocation ofastments that will generate returns equal to debétan the
projected long-term growth of pension liabilitiesthat the plan will be self-funding. The returrjedttive is to
maximize investment return to achieve and mairaal®0% funded status over time, taking into consitten
required cash contributions. The allocation of stmgents is designed to maximize the advantagewefsification
while mitigating the risk and overall portfolio \atility to achieve the return objective. Risk idided as the annual
variability in value and is measured in terms @& ghandard deviation of investment return. UnderGompany’s
investment policies, allowable investments inclddenestic equities, international equities, fixedome securities,
cash equivalents and alternative securities (winiclude real estate, private venture capital inwesits and hedge
funds). Ranges, in terms of a percentage of tla agsets, are established for each allowable ofasescurity.
Derivatives may be used to hedge an existing sgaurrias a risk reduction strategy. Current asibatation
guidelines are to invest 30% to 70% in equity siies; 20% to 50% in fixed income securities anshcand up to
20% in alternative securities. Management revidwesasset allocation on a quarterly or more fregbesis and
makes revisions as deemed necessary.

None of the plan assets noted above are investba iGompany’s common stock.

Cash Flows
Employer Contributions
The Company expects to contribute $8.1 milliontsadiomestic pension plan and $2.6 million to itseeotbenef
plans in 2010.
Estimated Future Benefit Payments
The following benefit payments, which reflect exigetfuture service, as appropriate, are expectée fmaid:

Other Benefits

Net of
Medicare

Gross Benefi Part D
During Fiscal Years Pension Benefit Payment Subsidy

(Dollars in thousands)

2010 $ 6,38¢ % 3,00 % 2,60¢
2011 6,671 3,06¢ 2,651
2012 7,251 3,13¢ 2,69t
2013 7,76¢ 3,16¢ 2,71C
2014 8,131 3,11¢ 2,63¢
2015 through 201 48,42 15,121 12,39
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Other Benefit Plans

In addition to the plans shown above, the Compdsty faas certain foreign subsidiaries with accruefdinded
pension and other post-employment arrangementslidlsikity for these arrangements was $2.9 millain
December 31, 2009 and $2.8 million at Decembe8@8 and was included in retirement and post-enmpémt
benefits on the Consolidated Balance Sheets.

The Company also sponsors defined contributiongpterailable to substantially all U.S. employeean@any
contributions to the plans are based on matchipgreentage of employee savings up to a specifigdgslevel.
The Company’s annual contributions were $0.6 nillio 2009, $3.0 million in 2008 and $2.9 million2007. The
Company reduced its matching percentage in hadtéffe at the beginning of 2009 and reduced itchiag
percentage to zero for the majority of its U.S. lappes in the second quarter of 2009.

Note J—Contingencies and Commitment
CBD Claims

The Company is a defendant in proceedings in varspate and federal courts by plaintiffs allegingttthey
have contracted chronic beryllium disease (CBDetated ailments as a result of exposure to bemglliPlaintiffs ir
CBD cases seek recovery under theories of negleggand various other legal theories and seek corapmysand
punitive damages, in many cases of an unspecitied Spouses, if any, claim loss of consortium. Aiddal CBD
claims may arise.

Management believes the Company has substantieskes in these cases and intends to contest the sui
vigorously. Employee cases, in which plaintiffs @avhigh burden of proof, have historically invawvelatively
small losses to the Company. Third-party plaintiffgically employees of customers) face a loweden of proof
than do the Company’s employees, but these casesgemerally been covered by varying levels of iasae.

The Company received enhanced insurance covergugtasf the legal settlement with its insurershia fourtt
guarter 2007. See Note N to the Consolidated Finh8tatements. The enhanced insurance includesrecce-
based coverage for years up to the date of thiemettt, including years when the Company did nettany
beryllium-related product liability insurance. Gta filed by third-party plaintiffs alleging chronieryllium disease
filed prior to the end of 2022 will be covered Istinsurance if any portion of the alleged expeseriod occurred
prior to year-end 2007. Both defense and indenwusts are covered subject to an annual $1.0 mileductible
and other terms and provisions.

Although it is not possible to predict the outcoofi¢he litigation pending against the Company dad i
subsidiaries, the Company provides for costs réleiehese matters when a loss is probable andrtioaint is
reasonably estimable. Litigation is subject to mangertainties, and it is possible that some ofitte®ns could be
decided unfavorably in amounts exceeding the Coripaaserves. An unfavorable outcome or settleroéat
pending CBD case or additional adverse media cgeetauld encourage the commencement of additiamibs
litigation. The Company is unable to estimate dteptial exposure to unasserted claims.

The Company recorded a reserve for CBD litigatib8®6 million as of December 31, 2009 and $2.0ianilat
December 31, 2008. The reserve is included in dtmgy-term liabilities on the Consolidated Balargteeets. The
Company also recorded an asset of $0.3 milliorf &eoember 31, 2009 and $1.7 million as of Decen3ie2008
for recoveries from insurance carriers on the antiing insured claims. The asset is included irroéissets on the
Consolidated Balance Sheets. Fully-insured setti¢imayments totaling $0.9 million for berylliumigiation were
made in 2009. There were no settlement paymente ma2D08 for beryllium litigation.

While the Company is unable to predict the outcarfrie current or future CBD proceedings, basechupo
currently known facts and assuming collectibilifyirisurance, the Company does not believe thatutiso of the
current or future beryllium proceedings will havenaterial adverse effect on the financial conditiortash flow of
the Company. However, the Company’s results of atpmrs could be materially affected by unfavoraekults in
one or more of these cases.
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Environmental Proceedings

The Company has an active program for environmeatapliance that includes the identification of
environmental projects and estimating their immacthe Company’s financial performance and avalabsources.
Environmental expenditures that relate to currgrations, such as wastewater treatment and carfteatborne
emissions, are either expensed or capitalized g®ppate. The Company records reserves for theaghle costs fc
environmental remediation projects. The Compangisrenmental engineers perform routine ongoing gses of
the remediation sites and will use outside constgtto assist in their analyses from time to tieecruals are based
upon their analyses and are established at eliledrdst estimate or, absent a best estimate, kvthend of the
estimated range of costs. The accruals are refisdbe results of ongoing studies and for diffeefnbetween
actual and projected costs. The accruals are #stted by rulings and negotiations with regulatagencies. The
timing of payments often lags the accrual, as emvirental projects typically require a number ofrgda complete.

The undiscounted reserve balance at the beginiitigegyear, the amounts expensed and paid andathade
at the end of the year for 2009 and 2008 are &snfel

(Dollars in thousands) 2009 2008
Reserve balance at beginning of y $(6,272) $(5,19¢
Expensec (359 (1,337
Paid 1,03z 261
Reserve balance at end of y $(5,599) $(6,272)
Ending balance recorded |

Other liabilities and accrued iter $ (959 $(1,409)
Other lon¢-term liabilities (4,639 (4,86%)

The majority of the spending in 2009 was for clegneosts associated with the Comparfprmer headquarte
building; this facility, which the Company still oed as of year-end 2009, had previously been usdiht
manufacturing and research and development work.€kpense in 2008 included $1.1 million for thigject. The
expense in 2009 was primarily for costs associaitila newly identified project with the balance &hanges in tF
estimates of existing projects.

These reserves cover existing or currently forepeejects. It is possible that additional enviromtaé losses
may occur beyond the current reserve, the extewhath cannot be estimated.

Long-term Obligation

The Company had a long-term supply arrangementWitth/Kazatomprom of the Republic of Kazakhstan and
its marketing representative, Nukem, Inc. of Cotigat, that terminated on December 31, 2008. Puuehaf
beryllium-containing materials from Nukem were $gBlion in 2008 and $6.4 million in 2007. Begingiim 2009,
purchases from Nukem may be made from time to thmmugh the Company’s normal purchasing practices.

The Company had agreements to purchase statedtmsaot beryl ore, beryllium metal and copper biaunn
master alloy from the Defense Logistics Agencyhef t).S. Government that expired in 2007. Purchasdsr these
agreements totaled approximately $4.9 million i620

Other

One of the Company’s subsidiaries is a defendaatlnS. legal case where the plaintiff is allegiagent
infringement by the Company and a small numbetsofustomers. The Company has provided an indemnity
agreement to certain of those customers, undervithie Company will pay any damages awarded bydhet.cThe
Company believes it has numerous and strong defexpgaicable to both the Company and the indenthifie
customers and is contesting this action. The Compas filed suit seeking sanctions against thispfa Both of
these actions are ongoing. The Company earliat &lsuit in Australia to revoke a correspondingeptaaind the
Australian court ruled in the Company’s favor. Tb@npany has not made any payments for damageshaiif loé
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any customers as of December 31, 2009, nor haSdahwany recorded a reserve for losses under these
indemnification agreements as of December 31, 2068.Company does not believe a range of potdosaks, if
any, can be estimated at the present time.

The Company is subject to various other legal beoproceedings that relate to the ordinary coofses
business. The Company believes that the resolofitimese proceedings, individually or in the agategwill not
have a material adverse impact upon the Compawnyisatidated financial statements.

The Company has outstanding letters of credititage$15.3 million related to workers’ compensation,
consigned precious metal guarantees, environmertadiation issues and other matters that expi2®110.
Note K—Common Stock and Stoc-based Compensatiot

The Company has five million shares of Serial Rrefit Stock authorized (no par value), none of wiiahe
been issued. Certain terms of the Serial Prefedtedk, including dividends, redemption and conwrswill be
determined by the Board of Directors prior to isste&a

A reconciliation of the changes in the number @rss of common stock issued is as follows (in thads):

Issued as of January 1, 2C 26,36:
Exercise of stock optior 29¢€
Vesting of restricted shar 29
Issued as of December 31, 2( 26,68’
Exercise of stock optior 12
Vesting of restricted shar 8
Issued as of December 31, 2( 26,701
Exercise of stock optior 32
Vesting of performance restricted sha 61
Issued as of December 31, 2( 26,80(

On May 2, 2000 the ComparsyBoard of Directors adopted a share purchasesriglat and declared a divide
distribution of one right for each share of Comn&tack outstanding as of the close of business oy Ma2000.
The plan allows for new shares issued after May2060 to receive one right subject to certain ktidns and
exceptions. Each right entitles the sharehold&utoone one-hundredth of a share of Serial Prefeteck,
Series A, at an initial exercise price of $1100#fat of 450,000 unissued shares of Serial Prefe3tedk will be
designated as Series A Preferred Stock. Each sh&eries A Preferred Stock will be entitled totapate in
dividends on an equivalent basis with one hundhedes of common stock and will be entitled to coevThe
rights will not be exercisable and will not be eaftted by separate right certificates until a sptifime after any
person or group acquires beneficial ownership 8620 more (or announces a tender offer for 20% areinof
common stock. The rights expire on May 16, 201@, @an be redeemed for one cent per right undeainert
circumstances.

Stock incentive plans (the 2006 Stock IncentivenRliad the 2006 Non-employee Director Equity Plaajen
approved at the May 2, 2006 annual meeting of siedders. These plans authorize the granting obapights,
stock appreciation rights, performance restricteates, performance shares, performance units atritted shares
and replaced the 1995 Stock Incentive Plan and38& Stock Incentive Plan for Non-employee Diregtaithough
there are still options outstanding under thesegla

Stock Options

Stock options may be granted to employees or ngniarae directors of the Company. Option rightsténthe
optionee to purchase common shares at a price tmaabreater than the market value on the datgadit. Option
rights granted to employees generally become esadl@ (i.e., vest) over a four-year period and rexj@n years
from the date of the grant. Options granted to eyge#s may also be issued with shorter vesting g&rio
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Options granted to non-employee directors vesiximenths and expire ten years from the date ofjaat. The
number of options available to be issued is esthéd in plans approved by shareholders. The ereotigptions is
generally satisfied by the issuance of new shares.

Compensation cost for options is determined atitite of the award through the use of a pricing rhade
charged against income over the vesting perio@dch award. Compensation cost was zero in 2002@0&i and
less than $0.1 million in 2007. There is no remagninvested value to be expensed on the outstangimns as of
December 31, 2009.

The following table summarizes the Company’s stotion activity during 2009:

Weighted-
average Weighted-
Exercise Aggregate average
Number of Price per Intrinsic Remaining
(Shares in thousands Options Share Value Term
Outstanding at December 31, 2( 358 $ 15.81
Exercisec (32 15.71
Cancellec (3 14.91
Outstanding at December 31, 2( 32C 15.8:  $1,054,00 3.50 year
Vested and expected to vest as of December 31, 32C 15.8: 1,054,001 3.50 year
Exercisable at December 31, 2( 32C 15.8: 1,054,001 3.50 year
Summarized information on options outstanding aBexdember 31, 2009 follows:
Number Weighted- Weighted-
Outstanding average average
and Exercisable Remaining Exercise
(Thousands) Life (Years) Price
Range of Option Prices
$5.5:-$8.10 34 328 $ 6.1Z
$12.15-$14.80 74 3.0¢€ 12.81
$15.9-$17.68 162 4.4¢ 17.2¢
$20.6+-$22.43 50 1.15 22.22
32C 350 $ 15.8¢

Cash received from the exercise of stock optioteded $0.5 million in 2009, $0.2 million in 2008can
$5.0 million in 2007. The tax benefit realized fréax deductions from exercises was $0.1 millio2009,
$0.5 million in 2008 and $2.8 million in 2007. Ttagal intrinsic value of options exercised durihg tears ended
December 31, 2009, 2008 and 2007 was $0.2 milgorl, million and $9.3 million, respectively.

Restricted Stock

The Company may grant restricted stock to emplogeedsnon-employee directors of the Company. These
shares must be held and not disposed of for amisid period of time as defined at the date ofjthet and are
forfeited should the holder’'s employment termindieing the restriction period. The fair market \@ahf the
restricted shares is determined on the date ajriduet and is amortized over the restriction peridte restriction
period is typically three years.

The fair value of the restricted stock is basedhenstock price on the date of grant. The weiglateelage grar
date fair value for 2009, 2008 and 2007 was $1%88,67 and $44.98, respectively.

Compensation cost was $2.4 million in 2009, $1.fioniin 2008 and $1.3 million in 2007. The unanized
compensation cost on the outstanding restrictezkst@s $2.6 million as of December 31, 2009 arekjected to
be amortized over a weighted-average period of @aths.
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The following table summarizes the restricted stactvity during 2009:

Weighted-

average

Number of Grant Date

(Shares in thousands) Shares Fair Value
Outstanding at December 31, 2( 138§ 34.3¢
Granted 184 15.6
Vested 27) 19.31
Forfeited 9 20.4¢
Outstanding at December 31, 2( 28 $ 23.11

Long-term Incentive Plans

Under long-term incentive plans (LTIP), executifBoers and selected other employees receive castook
awards based upon the Company’s performance ogetetfined period, typically three years. Awards magy
based upon the degree to which actual performaxemeds the pre-determined threshold, target andhmoax
performance levels at the end of the performandedgs® Payouts may be subjected to attainmentrestiold
performance objectives.

Under the 2007-2009 and the 2008-2010 long-termantiee plans, base awards will be settled in shafrése
Companys common stock while performance achievement ieexof the defined targets will be paid in casted
upon the share price of the Company’s common sisaif the end of the performance period. In thst §uarter of
2009, approximately 61,000 shares were issued foges for their achievement under the 2006-20Di® L
Compensation expense is based upon the perfornpaojeetions for the three-year period, the percpmtat
requisite service rendered and the fair marketevafithe Company’s common stock on the date ofjithat. The
offset to the compensation expense for the podfadhe award to be settled in shares is recordéuirwi
shareholders’ equity and totaled ($0.3) million 2809, $0.1 million for 2008 and $1.9 million fa@@7. The related
balance in shareholders’ equity was $0.3 milliom&Becember 31, 2009.

Directors Deferred Compensation

Non-employee directors may defer all or part ofrtfees into shares of the Company’s common stdbk. fair
value of the deferred shares is determined aththeesacquisition date and is recorded within shadehns’ equity.
Subsequent changes in the fair value of the Conmpamynmon stock do not impact the recorded valddisen
shares.

Prior to December 31, 2004, the non-employee dirsdiad the election to defer their fees into shafg¢he
Company’s common stock or other specific investmenie directors could also transfer their defearedunts
among election choices. The fair value of the detéshares is determined at the acquisition dateesorded
within shareholders’ equity with the offset recatdes a liability. Subsequent changes in the faiketazalue of the
Company’s common stock were reflected as a changfeeiliability and an increase or decrease to es@e
Effective April 1, 2009, an amendment was adoptedHis plan that no longer allows the participantexchange
into or out of the Company’s common stock, resgliimthe elimination of the market value adjustmeamd the
reclassification of the liability to equity.
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The following table summarizes the stock activdy the directors’ deferred compensation plan dug@g9:

Weighted-

average

Number of Grant Date

(Shares in thousands) Shares Fair Value
Outstanding at December 31, 2( 108 $ 28.5¢
Granted 16 14.7¢
Sale 4 15.6¢
Distribution (10 15.6¢
Outstanding at December 31, 2( 107 $ 27.2¢

The Company recorded expense in 2009 for the dirgadeferred compensation plan of $0.1 milliorgame
of $1.2 million in 2008 and expense of $0.3 milliar2007. During the years ended December 31, 220®8 and
2007, the weighted-average grant date fair valushafes granted was $14.74, $24.18 and $45.2Zatbagly.

Stock Appreciation Rights

The Company may grant stock appreciation rightsRB#® certain employees and non-employee directors.
Upon exercise of vested SAR, the participant veitleive a number of shares of common stock equbktspread
(the difference between the market price of the @amy’s common stock at the time of the exercisethadtrike
price established in the SAR agreement) dividethbycommon stock price. The strike price of the S&Bqual to
or greater than the market value of the Company'smon shares on the day of the grant. The numb8A&f
available to be issued is established by plansoaeprby the shareholders. The vesting period amdifthof the
SAR are established in the SAR agreement at the diithe grant. The exercise of the SAR is satidfig the
issuance of treasury shares.

In the first quarter 2009, the Company issued apprately 350,000 SAR at a strike price of $15.01 gfeare.
The SAR vest three years from the date of grantexipite in ten years.

The following table summarizes the Company’s SARvag during 2009:

Weighted-
average Weighted-
Exercise Aggregate average
Number of Price per Intrinsic Remaining
(Shares in thousands SAR Share Value Term
Outstanding at December 31, 2( 18C $ 29.0¢
Granted 35C 15.01
Outstanding at December 31, 2( 53C 19.8C $1,234,000 8.33 year
Vested and expected to vest as of December 31, 53C 19.8( 1,234,000 8.33 year
Exercisable at December 31, 2( 111 24.0z —  6.34 year

The fair value of the SAR granted in 2009 was $718% fair value will be amortized to compensatost on .
straight-line basis over the three-year vestingopgeiCompensation cost was $1.4 million, $0.8 willand
$0.7 million for 2009, 2008 and 2007, respectiveatygl was included in selling, general and admirtisggexpense.
The unamortized compensation cost balance wasn$ilidn as of December 31, 2009.
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Summarized information on SAR outstanding as ofdbdwer 31, 2009 follows:

Weighted- Weighted-
Number average average

Outstanding Remaining Exercise

SAR Prices (Thousands Life (Years) Price
$15.01 35C 9.11 $ 15.01
$24.03 111 6.34 24.0:
$27.78 30 8.1z 27.7¢
$44.72 39 7.13 44.7.
53C 8.3¢ $ 19.8(

The SAR granted at $24.03 are exercisable.

The fair value of the SAR was estimated on the tgilate using the Black-Scholes pricing model whth t

following assumptions:

2009 2008 2007
Risk-free interest rat 0.31% 2.14% 5.0%%
Dividend yield 0% 0% 0%
Volatility 55.(% 49.2% 45.7%
Expected lives (in year: 6.5 6.5 6.C

The risk-free rate of return was based upon theetimonth Treasury bill rate at the time the SARengranted.
The Company has not paid a dividend since 2001 shhee price volatility was calculated based upenactual
closing prices of the ComparsyShares at month end over a period of approxigsgelyears prior to the granting

the SAR. This approach to measuring volatilityassistent with the approach used to calculate theility

assumption in the valuation of stock options. Paioalyses indicated that the Company’s employesk siptions
have an average life of approximately six yeargrRo 2006, the Company had not granted SAR iigaificant
number of years. Management believes that the SaMe kimilar features and should function in a masmailar to

employee stock options.

Note L —Other Comprehensive Income

The following table summarizes the cumulative rahdloss) by component, net of tax, within other
comprehensive income as of December 31, 2009, 2002007.

December 31,

(Dollars in thousands) 2009 2008 2007
Foreign currency translation adjustm $ 2322 $ 234 $ 41
Derivative financial instruments (net of taxes $1,862) in
2009, ($1,808) in 2008 and ($1,859) in 20 1,477 652 55E
Pension and other retirement plan adjustment (neixes ol

($10,316) in 2009, ($10,224) in 2008 and $2,902067) (50,48H (50,799 (25,179
Total $(46,689) $(47,80) $(24,57¢)
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Note M —Segment Reporting and Geographic Informatior

Beginning in 2009, the operating results for Zentiechnologies Inc., a small, wholly owned subsigliare
included in the Advanced Material Technologies 8edvices segment. Previously, Zentrix was includetie All
Other column. This change was made because thegmaueat of Advanced Material Technologies and Sesvis
now responsible for Zentrix and this structureaasistent with the internal reporting used by t@i@nan of the
Board in evaluating operations. Prior year resudtge been recast to reflect this change.

Advanced
Material Specialty Beryllium Engineerec
Technologie: Engineerec and Beryllium  Material All

(Dollars in thousands) and Service: __Alloys Composites _Systems _Subtotal Other Total
2009

Sales to external custome $ 460,837 $172,50° $ 47,03( $ 34,74¢ $715,12:' $ 63 $715,18¢
Intersegment sale 63¢ 2,55¢ 17€ 1,49: 4,86: — 4,86
Operating profit (loss 22,62: (32,279 2,121 (2,52€) (10,05€¢) (9,429 (19,48%
Depreciation, depletion and amortizat 11,64z 15,937 85C 2,361 30,79C 1,24¢ 31,93¢
Expenditures for lor-lived asset: 4,49¢ 3,802 34,54: 43C 43,27C 1,711 44,98
Assets 274,94¢ 191,80t 81,07¢ 21,25. 569,08( 52,87! 621,95:
2008

Sales to external custome $ 480,32 $299,86° $ 63,60¢ $ 65,91 $909,71: $§ — $909,71:
Intersegment sale 2,332 77€ 452 1,40¢ 4,96¢ — 4,96¢
Operating profit (loss 10,841 5,84¢ 8,37: 5931 30,99¢ (2,92%) 28,07
Depreciation, depletion and amortizat 10,152  18,24¢ 74C 2,27 31,41 2,41 33,82¢
Expenditures for lor-lived asset: 7,901 9,14t 13,16¢ 1,14t 31,35¢ 4,580 35,93¢
Assets 215,70 239,81( 54,22¢ 23,08° 532,82. 49,07¢ 581,89
2007

Sales to external custome $ 533,50 $289,97. $ 60,48¢ $ 70,88¢ $954,84¢ § 86( $955,70¢
Intersegment sale 1,862 3,54¢ 1,062 2,12 8,591 8,591
Operating profit 60,44¢ 7,58¢ 7,83 4,72¢ 80,59 3,87: 84,46t
Depreciation, depletion and amortizat 5,58¢ 12,51( 90C 2,34C 21,33¢ 2,541 23,88(
Expenditures for lor-lived asset: 10,70¢ 12,48t 5,08¢ 2,96 31,24¢ 2,30¢ 33,55(
Assets 195,11( 229,58: 38,14¢ 26,84 489,68 60,86¢ 550,55:

Intersegment sales are eliminated in consolidafibie. sales to external customers are presentesf net
intersegment sales. Segments are evaluated usangtimg profit.

The All Other column includes the parent comparnyesses, the operating results for BEM Services, &nc
wholly owned subsidiary, and other corporate char&M Services, Inc. provides administrative andricial
services to the other businesses in the Compamayost-plus basis. The All Other column includesl dperating
results of Circuits Processing Technology, In®7. This small facility manufactured circuitry fdefense and
commercial applications and was sold in the fitgirter 2007. The assets shown in the All Otherroalinclude the
assets used by these operations as well as casbrapterm deferred income taxes.
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Sales from U.S. operations to external domesticfarggn customers were $540.4 million in 2009,
$692.6 million in 2008 and $714.3 million in 20(ales attributed to countries based upon the mtati customer
and long-lived assets, which include property, ptard equipment, intangible assets and goodwifllaed by
country are as follows:

(Dollars in thousands) 2009 2008 2007
Sales
United State: $466,03. $576,14. $541,58¢
All other 249,15! 333,57( 414,12(
Total $715,18¢ $909,71. $955,70¢
Long-lived asset:
United State: $321,14: $260,35! $203,47:
All other 12,55 13,62¢ 12,89¢
Total $333,69¢ $273,97¢ $216,36¢

No individual country, other than the United Stat@scustomer accounted for 10% or more of the Cowijs
sales for the years presented. Sales outside tiied Btates are primarily from Asia and Europe.

Note N—Litigation Settlement Gain

In the fourth quarter 2008, the Company reacheagaeement to settle a lawsuit in which the Compaought
to recover its rights under a previously signecemdity agreement with a customer. The settlemest.df million,
net of legal fees, was recorded as a litigatiotiesaent gain on the Consolidated Statement of Irconm2008. The
cash was received in 2008.

In a separate case, during the fourth quarter 20@7Company reached an agreement to settle aitaagminst
its former insurers. The Company originally filégetlawsuit in attempts to resolve a dispute ovev imsurance
coverage should be applied to incurred legal defensts and indemnity payments. In the third qua@e6, the
court issued a summary judgment in the Companyasrfand awarded the Company damages of $7.8 miitidre
paid by the Company’s former insurance providete @amages represented costs previously paid bydimpany
over a number of years that were not reimbursetthéynsurance providers. The damages also incladedied
interest on those costs. Due to uncertainties sading the appeal process and the ultimate caflectf the award,
the $7.8 million was never recorded in the Constéd Financial Statements.

Under the terms of the settlement, the insurerseajto pay the Company $17.5 million in cash, gtevi
enhanced insurance coverage and apply insuranegagm/to costs and indemnity payments in a maroraistent
with the Company’s interpretation. See Note J to@onsolidated Financial Statements. The Compargedgo
withdraw its bad faith claim, which had been scheddor trial in the first quarter 2008, and dise@d its rights to
the prior $7.8 million award.

The Company applied $1.1 million of the settlemegainst indemnity and defense costs that had been
previously recorded on the Consolidated Balance&i®recoverable costs from the insurance proyjidéth the
remaining $16.4 million of the settlement recordsdncome. The Company incurred $7.7 million irelezpsts
during 2007 pursuing this action. The net $8.7ionlbenefit was recorded as a litigation settlenggih on the
Consolidated Statement of Income.

During the fourth quarter 2007, one of the defetslaaid $6.2 million directly to the Company’s atteys,
reducing the Company’s receivable from this settlethas well as the Company’s payable to the atysrbg the
same amount. The remaining $11.3 million due the@any was recorded under other receivables on the
Consolidated Balance Sheet as of December 31, @@ Wwas received early in the first quarter 2008.
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Note O —Interest

Interest expense associated with active construetial mine development projects is capitalizedandrtized
over the future useful lives of the related assete. following chart summarizes the interest inedrrcapitalized ar
paid, as well as the amortization of capitalizaeériest for 2009, 2008 and 2007.

(Dollars in thousands) 2009 2008 2007

Interest incurre: $1,411  $2,36F  $2,13¢
Less capitalized intere 112 37C 37¢
Total net expens $1,29¢  $1,998  $1,76(
Interest paic $ 89¢  $2,19¢  $2,10¢
Amortization of capitalized interest included irstof sale: $ 517 $ 595 $ 567

The difference in expense among 2009, 2008 and 2@87due to changes in the level of outstanding alet
the average borrowing rate. Amortization of deférfimancing costs within interest expense was $lldon in eact
of the three years presented.

Note P—Income Taxes

The (loss) income before income taxes and incomestébenefit) are comprised of the following comgats,
respectively:

(Dollars in thousands) 2009 2008 2007
(Loss) income before income tax
Domestic $(21,28¢) $24,64¢  $79,54¢
Foreign 504 1,43( 3,16(
Total (loss) income before income ta: $(20,789) $26,07¢  $82,70¢

Income taxes (benefit
Current income taxe:

Domestic $ 1,01e $ 65¢ $13,15:
Foreign 61€ 904 96€
Total current 1,63¢€ 1,56 14,12(
Deferred income taxe

Domestic $(10,24) $ 6,261 $13,21¢
Foreign (107 (26¢) 1,16(C
Valuation allowanct 283 157 92¢

Total deferrec (10,06%) 6,15¢€ 15,30(

Total income taxes (benef $ (8,429 $ 7,71¢  $29,42(
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The reconciliation of the federal statutory anctefive income tax rates follows:

2009 2008 2007

Federal statutory ra: (35.0% 35.(% 35.(%
State and local income taxes, net of federal téect (1.9 2.1 0.¢
Effect of excess of percentage depletion over deptetion 23 (G4 (1.9
Manufacturing production deductic 13 (@15 @12
Officers’ compensatiol 0.1 0.7 155
Adjustment to unrecognized tax bene (349 (5.0 —
Taxes on foreign source incor 0.S 0.€ ilC
Other items 2.3 3.1 (0.2
Effective tax rate (benefi (40.6% 29.€% 35.6%

Included in domestic income taxes, as shown irCiiesolidated Statements of Income, are ($0.6) onifli
$0.8 million, and $1.2 million of state and locatdme taxes in 2009, 2008 and 2007, respectively.

The Company had domestic and foreign income targays (refunds) of ($4.1) million, $8.6 million and
$13.8 million in 2009, 2008 and 2007, respectively.

Deferred tax assets and liabilities are determbeskd on temporary differences between the finaregarting
bases and the tax bases of assets and liabilteferred taxes recorded in the Consolidated Bal&he®ts consist
of the following:

December 31

(Dollars in thousands) 2009 2008
Asset (liability)
Pos-retirement benefits other than pensi $12,14. $12,96¢
Alternative Minimum Tax credi 4,211 7,404
Other reserve 8,08¢ 6,921
Environmental reserve 1,97¢ 2,181
Inventory 7,771 —
Pension: 15,527 15,90(
Derivative instruments and hedging activit 1,92( 46€
Net operating loss and credit carryforwi 5,09t 4,48¢
Miscellaneous 38( 80
57,10¢ 50,41(
Valuation allowanct (3,696 (2,959
Total deferred tax asse 53,41: 47,45¢
Depreciatior (24,679 (26,029
Amortization (8,24¢) (4,23¢)
Inventory — (1,602
Capitalized interest expen (34¢) (440
Mine developmen (653) (1,170
Total deferred tax liabilitie (33,927 (33,479
Net deferred tax ass $19,48¢ $13,98(

The Company had deferred income tax assets offietawaluation allowance for state and foreign net
operating losses and state investment tax crediffoawards. The Company intends to maintain a &tdun
allowance on these deferred tax assets until @atiain event occurs to support reversal of akh gortion of the
allowance.

At December 31, 2009, for income tax purposesCiimpany had foreign net operating loss carryforaanfd
$3.7 million that do not expire, and $8.5 millidrat expire in calendar years 2011 through 2018.0dmapany had
state net operating loss carryforwards of $12.9anithat expire in calendar years 2010 throughS20he
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Company had state tax credits of $1.9 million #agtire in calendar years 2010 through 2024. The fgzow had
Alternative Minimum Tax credits of $4.2 million thdo not expire.

The Company files income tax returns in the U.8efal jurisdiction, and in various state, local &mekign
jurisdictions. With limited exceptions, the Compasyo longer subject to U.S. federal examinationyears
before 2002, state and local examinations for ykafsre 2006, and foreign examinations for tax ydwafore 2003.
The Company is presently under examination foritheme tax filings in a state jurisdiction.

A reconciliation of the Company’s unrecognized b@xefits for the years ending December 31, 2002808

is as follows:

(Dollars in thousands) 2009 2008
Balance as of January $3,47¢  $5,36¢
Additions to tax positions related to current y — 35¢
Reduction to tax positions related to prior ye (1,029 —
Lapses on statutes of limitatio (3 (2,257)
Balance as of December $244,.  $3,47¢

At December 31, 2009, the Company had $2.7 millibanrecognized tax benefits, of which $2.3 million
would affect the Company’s effective tax rate dagnized. The gross unrecognized tax benefitsdiffiér from the
amount that would affect the effective tax rate tluthe impact of foreign country offsets relatiogransfer pricing
adjustments and other offsetting items.

The Company classifies all interest and penalteiseome tax expense. The Company recorded appatedyn
$0.3 million of accrued interest and penaltiestezldo uncertain tax positions.

A provision has not been made with respect to $&8llion of unremitted foreign earnings at DecemBgr
2009 because such earnings may be consideredréinvested indefinitely. It is not practical toiesite the amour
of unrecognized deferred tax liability for undibtited foreign earnings.

Note Q—Earnings Per Share

The following table sets forth the computation asiz and diluted net earnings per share (EPS):

(Thousands except per share date 2009 2008 2007
Numerator for basic and diluted EF
Net (loss) incom $ (12,35%) $18,357  $53,28¢

Denominator
Denominator for basic EP:

Weightec-average shares outstand 20,19: 20,33t 20,32(
Effect of dilutive securities
Stock options and stock appreciation rig — 85 24(
Restricted stoc — 29 28
Performance restricted sha — 94 24
Diluted potential common shar — 20¢ 292
Denominator for diluted EP!
Adjusted weighte-average shares outstand 20,19: 20,54 20,61:
Basic EPS $ (06)) $ 09C $ 262
Diluted EPS $ (06) $ 08 $ 25¢
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In accordance with accounting guidelines, no péaénbmmon shares shall be included in the comuurtatf
any diluted per share amount when a loss from ooimg operations exists. Accordingly, dilutive seties totaling
163,000 have been excluded from the diluted EP&utzdlon for 2009.

The following are the options to purchase commoaglstvith exercise prices in excess of the averageal
share price and the stock appreciation rights gii#imt prices in excess of the average annual gheethat were
excluded from the diluted EPS calculations as thiact would have been anti-dilutive:

(Thousands) 2008 2008 2007
Stock options 50 — —
Stock appreciation righ 18C 69 —
Total 23C _68 —

Note R—Related Party Transactions

The Company had outstanding loans of $0.1 milliath four employees, including one executive offjcar
December 31, 2009 and $0.1 million with five emgey, including one executive officer, at Decemier2808.
The loans were made in the first quarter 2002 @nsto life insurance agreements between the Coyrgoaah the
employees. The portion of the premiums paid byGbepany is treated as a loan from the Companyeto th
employees and the loans are secured by the ingupaticies, which are owned by the employees. Tneeanents
require each employee to maintain the insurandeypsicash surrender value in an amount at leasaleg the
outstanding loan balance. The loans are payahte fine insurance proceeds upon the employee’s deathan
earlier date due to the occurrence of specifiethtsvd he loans bear an interest rate equal toghkcable federal
rate. There have been no modifications to the teans since the inception of the agreements.

Note S—Subsequent Event (Unaudited)

The Company acquired all of the outstanding shafésademy Corporation for $22.7 million in cash in
January 2010. Academy, based in Albuquerque, Newiddeprovides precious and non-precious metals and
refining services for a variety of applications;lurding architectural glass, solar energy, medical electronics.
Major product forms include sputtering targets,ethéne wire, rod and powder. Academy employs apipnately
150 people.

The Company financed the acquisition with a comtimmeof cash and borrowings under the revolvinglitre
agreement. In conjunction with the purchase, then@my transferred ownership of Academy’s precioetain
inventory to a financial institution for its markedlue of $7.2 million and consigned it back untfer existing
consignment lines. The purchase price includes atsdo be held in escrow pending resolution of eratas
defined in the purchase agreement.
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Note T—Quarterly Data (Unaudited)

The following tables summarize selected quarterigricial data for the years ended December 31, 2669

2008:

(Dollars in thousands except per share data)

Net sales
Gross margir
Percent of sale
Net income (loss
Net income (loss) per share of common st
Basic
Diluted
Stock price range
High
Low

Net sales
Gross margir
Percent of sale
Net income (loss
Net income (loss) per share of common st
Basic
Diluted
Stock price range
High
Low

2009
First Second Third Fourth
Quarter Quarter Quarter Quarter Total

$135,35¢ $174,13¢ $190,53¢ $215,15' $715,18
14,60:  22,13¢  25,19° 2949t 91,42

10.6%  12.%  13.2%  13.7%  12.&%
$ (8149 $ (785 $ 126 $ (3,557 $(12,35Y

(0.40  (0.04) 0.01 0.1  (0.61)
(0.40)  (0.04) 0.01 (0.1  (0.61)

17.2i 19.1¢ 25.3¢ 27.0¢
10.5( 12.4] 14.11 17.11
2008
First Second Third Fourth
Quarter Quarter Quarter Quarter Total

$226,34° $246,58: $240,49: $196,28¢ $909,71:

36,95¢ 44,63¢ 45,17 25,10f 151,87
16.2% 18.1% 18.€% 12.&% 16.7%

$ 459% $ 7,15¢ $ 9,90¢ $ (3,30€) $ 18,357

0.2¢ 0.3 0.4¢ (0.1€) 0.9¢
0.2z 0.3¢ 0.4€ (0.1€) 0.8¢
38.12 34.6¢ 31.2 19.41
23.71 24.6( 19.07 6.9¢

The results for the fourth quarter 2009 includedive ineffectiveness expense of $4.9 million.

Lower of cost or market charges reduced gross mdmg$0.8 million in the first quarter 2009. In Z)Gower
of cost or market charges reduced gross margirél®y fillion in the second quarter and $9.2 milliorthe fourth

quarter.

Sales and gross margin were reduced by $2.6 miltliohe first quarter 2008 to correct a billingarthat
occurred in 2007 that was not material to the 2@3uilts.
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Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNT ANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

Item 9A. CONTROLS AND PROCEDURES

We carried out an evaluation under the superviaimhwith participation of our management, including
chief executive officer and chief financial officef the effectiveness of the design and operaifasur disclosure
controls and procedures as of December 31, 20Gfupnt to Rule 13a-15(e) and 15d-15(e) under tharfies
Exchange Act of 1934, as amended (the Exchange Bated upon that evaluation, our management,dirgitthe
chief executive officer and chief financial officeoncluded that our disclosure controls and procesiwere
effective as of the evaluation date.

There have been no changes in our internal cortka@s financial reporting that occurred during thearter
ended December 31, 2009 that have materially &fflecr are reasonably likely to materially affexty internal
control over financial reporting.

The Report of Management on Internal Control oveafcial Reporting and the Report of Independent
Registered Public Accounting Firm thereon are eghfin Part Il, Item 8 of this Annual Report onrfp10-K and
are incorporated herein by reference.

Item 9B. OTHER INFORMATION

None.
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PART IlI

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information under “Election of Directors” ingfproxy statement for our 2010 annual meeting of
shareholders, to be filed with the Securities archange Commission pursuant to Regulation 14Ayderiporated
herein by reference. The information required leynltl0 relating to our executive officers is inclddmder the
caption “Executive Officers of the Registrant” iarPl of this Form 10-K and is incorporated by refece into this
section. The information required by Iltem 10 wiéispect to directors, the Audit Committee of the riflazt
Directors and Audit Committee financial expertéisorporated herein by reference from the sectiuitled
“Corporate Governance; Committees of the Boardiofddors — Audit Committee” and “— Audit Committee
Expert, Financial Literacy and Independence” inghexy statement for our 2010 annual meeting ofetihalders to
be filed with the Securities and Exchange Commisgiarsuant to Regulation 14A. The information regdiby
Item 10 regarding compliance with Section 16(ahef Exchange Act is incorporated by reference frioensection
entitled “Section 16(a) Beneficial Ownership RepatCompliance” in the proxy statement for our 2@thual
meeting of shareholders to be filed with the Seémsiand Exchange Commission pursuant to Reguladén

We have adopted a Policy Statement on Significamp@ate Governance Issues and a Code of Condlicy Po
that applies to our chief executive officer andisefinancial officers, including the principal fimcial and
accounting officer, controller and other personggrening similar functions, in compliance with afmalble New
York Stock Exchange and Securities and Exchangen@ission requirements. These materials, along wigh t
charters of the Audit, Governance and Organizattmmpensation and Retirement Plan Review Commitieear
Board of Directors, which also comply with applimbequirements, are available on our web site at
www.beminc.com and copies are also available upon request byglaaseholder to Secretary, Brush Engineered
Materials Inc., 6070 Parkland Blvd., Mayfield HeighOhio 44124. We make our reports on Forms 108KQ and
8-K available on our web site, free of charge,amsas reasonably practicable after these repartiled with the
Securities and Exchange Commission, and any amertdrard/or waivers to our Code of Conduct Policy,
Statement on Significant Corporate Governance $sand Committee Charters will also be made availahlour
web site. The information on our web site is nobiporated by reference into this Annual ReporForm 10-K.

Item 11. EXECUTIVE COMPENSATION

The information required under Item 11 is incorpedaby reference from the sections entitled “Exieeut
Compensation” and “2009 Director Compensation’hia proxy statement for our 2010 annual meeting of
shareholders to be filed with the Securities andnaxge Commission pursuant to Regulation 14A.
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Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required under Item 12 regardingdiieial ownership is incorporated by referencerfrine
section entitled “Security Ownership of Certain Bfcial Owners and Management” in the proxy statetnfier our
2010 annual meeting of shareholders to be filetl thie Securities and Exchange Commission pursoant t
Regulation 14A. The Equity Compensation Plan Infation required by Item 12 is set forth in the taiddow.

Equity Compensation Table

Number of Securities
Securities to be Remaining Available
Issued Upon for Future Issuance
Exercise of Weighted-average Under Equity
Outstanding Exercise Price of Compensation Plans
Options, Warrants Outstanding (Excluding Securities
and Rights Options, Warrants Reflected
Plan Category (a) and Rights in Column(a))
Equity compensation plans approved by
security holder: 1,202,05®) $18.3(@ 362,8413)
Equity compensation plans not approved by
security holder: — —
Total 1,202,05: $18.3( 362,84.

(1) Consists of options awarded under the 1979, 19829,11995 and 2006 Stock Incentive Plans, the NS9¥
employee Director Stock Incentive Plans and theé6200n-employee Director Equity Plan. This amount
includes 258,557 restricted shares, 24,640 restristock units and 68,918 performance restrictadeshat the
target level. In addition, up to 30,625 performasbares could be issued if performance goals dniesxd
above targel

(2) The weighted-average calculation does not incled&ricted shares, restricted stock units or perdmee
restricted shares as they have no exercise |

(3) Represents the number of shares of common stodlableato be awarded as of December 31, 2009. &ffec
May 2, 2006, all equity compensation awards araetgthpursuant to the shareholder approved 200& Stoc
Incentive Plan and the 2006 N-employee Director Equity Pla

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required under Item 13 is incorpedaby reference from the sections entitled “Reld®arty
Transactions” and “Corporate Governance; Committééise Board of Directors — Director Independencéthe
proxy statement for our 2010 annual meeting ofednalders to be filed with the Securities and Exggan
Commission pursuant to Regulation 14A.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required under Item 14 is incorpedaby reference from the section entitled “Radifion of
Independent Registered Public Accounting Fiohthe proxy statement for our 2010 annual meatinghareholdel
to be filed with the Securities and Exchange Cormsmispursuant to Regulation 14A.
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PART IV

Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(@) 1. Financial Statements and Supplemental Infor@tion
The financial statements listed in the accompanyidgx to financial statements are included in Raftem 8
of this Form 10-K.
(&) 2. Financial Statement Schedule

The following consolidated financial informatiorrfine years ended December 31, 2009, 2008 andi2007
submitted herewith:

Schedule Il — Valuation and qualifying accounts.

All other schedules for which provision is madehe applicable accounting regulations of the Séiesrand
Exchange Commission are not required under théegklastructions or are inapplicable, and therefaree been
omitted.

(&) 3. Exhibits

All documents referenced below were filed pursuarthe Exchange Act by Brush Engineered Materiads, |
file number 001-15885, unless otherwise noted.

(3a Amended and Restated Articles of Incorporation af€B Engineered Materials Inc. (filed as Annex B
to the Registration Statement on Form S-4 filedHeyCompany on February 1, 2000, Registration No.
333-95917), incorporated herein by referer

(3b) Amended and Restated Code of Regulations of BrugiinEered Materials Inc. (filed as Exhibit 4b to
the Current Report on Form 8-K filed by the CompanyMay 16, 2000), incorporated herein by
reference

(3¢) Amended and Restated Code of Regulations of BrugfinEered Materials Inc. (filed as Appendix A
to the Compar’s Proxy Statement dated March 26, 2009), incorpdrherein by referenc

(4a Rights Agreement, dated as of May 10, 2000, bytetdeen Brush Engineered Materials Inc. and

National City Bank, N.A. as Rights Agent (filed Eshibit 4a to the Current Report on For-K filed
by the Company on May 16, 2000), incorporated Indogireference

(4b) First Amendment to Rights Agreement, dated as afeDwer 7, 2004, by and between Brush
Engineered Materials Inc. and LaSalle Bank, N.ARaghts Agent (filed as Exhibit 4.1 to the Current
Report on Form -K filed by the Company on December 13, 2004), ipooated herein by referenc

(4¢) Second Amendment to Rights Agreement, dated aslypB1, 2008, by and between Brush Engine:
Materials Inc. and Wells Fargo Bank, N.A., as Righgent (filed as Exhibit 4.1 to the Registration
Statement on Form-A/A filed on July 31, 2008) incorporated hereinreference

(4d) Indenture Modification between Toledo-Lucas Countyt Authority, dated as of May 30, 2003 (filed
as Exhibit 4 to the Company’s Quarterly Report omfr10-Q for the period ending June 27, 2003),
incorporated herein by referen:

(4€ Pursuant to Regulation S-K, Item 601(b)(4), the @any agrees to furnish to the Securities and
Exchange Commission, upon its request, a copyeoirstruments defining the rights of holders of
long-term debt of the Company that are not being filéth ¢his report.

(4f) Credit Agreement dated November 7, 2007 among BEmgfineered Materials Inc. and other
borrowers and JPMorgan Chase, N.A., acting folfitsed as agent for certain other banking
institutions as lenders (filed as Exhibit 99.1He Current Report on Form 8-K filed by the Company
on November 7, 2007), incorporated herein by reiese

(49) First Amendment to Credit Agreement dated Decer@beP007 among Brush Engineered Materials
Inc. and other borrowers and JPMorgan Chase, dading for itself and as agent for certain other
banking institutions as lenders (filed as Exhil§itl9to the Current Report on Form 8-K filed by the
Company on December 26, 2007), incorporated héneneference

94




Table of Contents

(4h) Second Amendment to Credit Agreement dated Jun2QDB among Brush Engineered Materials
and other borrowers and JP Morgan Chase, N.Angfr itself and as agent for certain other
banking institutions as lenders (filed as Exhil§it19to the Current Report on Form 8-K filed by the
Company on June 16, 2008), incorporated hereirefgrence

(40) Second Amended and Restated Precious Metals Agreetaged December 28, 2007 between Brush
Engineered Materials Inc. and The Bank of Nova i@déited as Exhibit 99.1 to the Current Repor
Form &K filed by the Company on December 28, 2007), ipooated herein by referenc

(4)) First Amendment to the Second Amended and Reskatrous Metals Agreement dated March 3,
2008 between Brush Engineered Materials Inc. aadtnk of Nova Scotia (filed as Exhibit 99.1 to
the Current Report on Form 8-K filed by the CompanyMarch 3, 2008), incorporated herein by
reference

(4k)# Second Amendment to the Second Amended and Re§tegeibus Metals Agreement dated June 25,
2008 between Brush Engineered Materials Inc. aadtmk of Nova Scotit

1) Third Amendment to the Second Amended and ResBretious Metals Agreement dated October 2,
2009 between Brush Engineered Materials Inc. arelBdmk of Nova Scotia (filed as Exhibit 4.1 to
the Compan’s Form {-K on October 8, 2009), incorporated herein by egfee.

(4m)4 Fourth Amendment to the Second Amended and RedPatamious Metals Agreement dated February
11, 2010 between Brush Engineered Materials Ind.Tdre Bank of Nova Scoti

(10a Form of Indemnification Agreement entered into by Company and its executive officers (filed as
Exhibit 10a to the Company’s Annual Report on FAOxK for the year ended December 31, 2008),
incorporated herein by referen:

(10b; Form of Indemnification Agreement entered into by Company and its directors. (filed as Exhibit
10b to the Company’s Annual Report on Form 10-Ktfer year ended December 31, 2008),
incorporated herein by referen:

(10c)* Amended and Restated Form of Severance AgreemeBkézutive Officers (filed as Exhibit 10.2 to
the Company'’s Quarterly Report on Form 10-Q forgheod ending June 27, 2008), incorporated
herein by referenct

(20d)* Amended and Restated Form of Severance AgreemekefoEmployees (filed as Exhibit 10.1 to 1
Company’s Quarterly Report on Form 10-Q for theqekending June 27, 2008), incorporated herein
by reference

(10e)* Form of Executive Insurance Agreement enteredbgtthe Company and certain employees dated
January 2, 2002 (filed as Exhibit 10g to the ConyfmAnnual Report on Form 10-K for the year
ended December 31, 1994), incorporated hereinfeyemece

(10f)* Form of Trust Agreement between the Company andagt Company of Ohio, N.A. (formerly
Ameritrust Company National Association) on beludlthe Company’s executive officers (filed as
Exhibit 10e to the Company’s Annual Report on FAOrK for the year ended December 31, 1994),
incorporated herein by referen:

(10g)* 2009 Management Performance Compensation Plad é#eExhibit 10.1 to the Current Report on
Form &K filed by the Company on February 2, 2009), incogted herein by referenc

(10h)*4 2010 Management Performance Compensation

(10i)* Long-term Incentive Plan for the performance pedaduary 1, 2007 through December 31, 2009
(filed as Exhibit 10.2 to Amendment No. 1 to ther@at Report on Form 8-K filed by the Company
on February 16, 2007), incorporated herein by eszfee.

(20j)* Long-term Incentive Plan for the performance pedaduary 1, 2008 through December 31, 2010
(filed as Exhibit 100 to the Company’s Annual Repmr Form 10K for the year ended December
2007), incorporated herein by referer

(10k)* 1979 Stock Option Plan, as amended pursuant t@eplpof shareholders on April 21, 1982 (filed by
Brush Wellman Inc. as Exhibit 15A to Pdsffective Amendment No. 3 to Registration Stateniéni
2-64080), incorporated herein by referer

(aon* Amendment, effective May 16, 2000, to the 1979 BtOption Plan (filed as Exhibit 4b to Post-
Effective Amendment No. 5 to Registration StatenenEForm S-8, Registration No. 2-64080),
incorporated herein by referen:
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(10m)*

(10n)y*

(100)*

(10p)*

(10qg)*
(101)*

(10s)*

(10ty*
(10u)*
(10v)*
(10w)*
(10%)*
(10y)*

(102)*4

(10aa)*#
(10ab)’

(10ac)’

(10ad)’

(10ae)!

(10af)*
(10ag)’

(10ah)*

1984 Stock Option Plan as amended by the Boardretidrs on April 18, 1984 and February 24,
1987 (filed by Brush Wellman Inc. as Exhibit 4.4Registration Statement on FornBSRegistratiol
No. 3:-28605), incorporated herein by referer

Amendment, effective May 16, 2000, to the 1984 Ktption Plan (filed as Exhibit 4b to Post-
Effective Amendment No. 1 to Registration StatemmmEorm S-8, Registration No. 2-90724),
incorporated herein by referen:

1989 Stock Option Plan (filed as Exhibit 4.5 to R&gtion Statement on Form S-8, Registration No.
33-28605), incorporated herein by referer

Amendment, effective May 16, 2000, to the 1989 KOption Plan (filed as Exhibit 4b to Post-
Effective Amendment No. 1 to Registration StatemmnEorm S-8, Registration No. 33-28605),
incorporated herein by referen:

1995 Stock Incentive Plan (as Amended March 3, 1688d as Appendix A to the Company’s
Proxy Statement dated March 16, 1998), incorporhézdin by referenc

Amendment, effective May 16, 2000, to the 1995 Blocentive Plan (filed as Exhibit 4b to Post-
Effective Amendment No. 1 to Registration Statemémt 333-63357), incorporated herein by
reference

Amendment No. 2, effective February 1, 2005, tolt85 Stock Incentive Plan (filed as Exhibit 10.4
to the Current Report on Formkgfiled by the Company on February 7, 2005) incogbed herein b
reference

Amended and Restated 2006 Stock Incentive Plad(&k Exhibit 10.3 to the Company’s Quarterly
Report on Form 1-Q for the period ended June 27, 2008), incorporaézdin by referenc

Form of Nonqualified Stock Option Agreement, (filesl Exhibit 10t to the Company’s Form 10-K
Annual Report for the year ended December 31, 2b@byporated herein by referen

Form of Nonqualified Stock Option Agreement (filasl Exhibit 10.7 to the Current Report on Form
8-K filed by the Company on February 7, 2005) incogped herein by referenc

Form of 2007 Restricted Stock Agreement (filed &kikit 10.3 to Amendment No. 1 to the Current
Report on Form-K filed by the Company on February 16, 2007), ipooated herein by referenc
Form of 2008 Restricted Stock Agreement (filed &Bikit 10ag to the Company’s Annual Report on
Form 1(-K the year ended December 31, 2007), incorporageeiin by reference

Form of 2009 Restricted Stock Agreement (filed akiBit 10z to the Compar's Annual Report o
Form 1(-K the year ended December 31, 2008), incorporateeiin by reference

Form of 2010 Restricted Stock Agreeme

Form of 2010 Restricted Stock Units Agreem

Form of 2007 Performance Restricted Share and feaftce Share Agreement (filed as Exhibit 10.4
to the Current Report on Form 8-K filed by the Camyp on February 16, 2007), incorporated herein
by reference

Form of 2008 Performance Restricted Share and iPeaftce Share Agreement (filed as Exhibit 1

to the Company’s Annual Report on Form 10-K for yiear ended December 31, 2007), incorporated
herein by referenci

Form of 2006 Stock Appreciation Rights Agreemeifédfas Exhibit 10.3 to the Current Report on
Form &K filed by the Company on May 8, 2006), incorpodaterein by referenc

Form of 2007 Stock Appreciation Rights Agreemeifédfas Exhibit 10.5 to Amendment No. 1 to
Current Report on Form 8-K filed by the CompanyFaruary 16, 2007), incorporated herein by
reference

Form of 2008 Stock Appreciation Rights Agreemeitédfas Exhibit 10an to the Company’s Annual
Report on Form 1-K for the year ended December 31, 2007), incorpdraerein by referenc

Form of 2009 Stock Appreciation Rights Agreemeifédfas Exhibit 10ag to the Company’s Annual
Report on Form 1-K for the year ended December 31, 2008), incorpdraerein by referenc

Form of 2010 Stock Appreciation Rights Agreem
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(10ai)*

(10aj)*

(10ak)*

(10al)*

(10amy’

(10any’

(10a0)’

(10ap)’

(10aq)’

(10an)*

(10as)

(10at)*

(10auy’

(10av)*

(10aw)?

(10ax)*

(10ay)*

Supplemental Retirement Plan as amended and me®atember 1, 1992 (filed as Exhibit 10n to the
Company’s Annual Report on Form KOfor the year ended December 31, 1992), incorgdratreir
by reference

Amendment No. 2, adopted January 1, 1996, to Sapital Retirement Benefit Plan as amended
and restated December 1, 1992 (filed as ExhibitthGbe Company’s Annual Report on Form 10-K
for the year ended December 31, 1995), incorpoitateein by referenci

Amendment No. 3, adopted May 5, 1998, to Suppleaté&etirement Benefit Plan as amended and
restated December 1, 1992 (filed as Exhibit 1adkécCompany’s Annual Report on Form 10-K for
the year ended December 31, 1998), incorporatezirhby reference

Amendment No. 4, adopted December 1, 1998, to 8upgital Retirement Benefit Plan as amended
and restated December 1, 1992 (filed as Exhibitd@te Company’s Form 10-K Annual Report for
the year ended December 31, 1998), incorporatesirhby reference

Amendment No. 5, adopted December 31, 1998, tol8ommtal Retirement Benefit Plan as amel
and restated December 1, 1992 (filed as ExhibitthGhe Company’s Form 10-K Annual Report for
the year ended December 31, 1998), incorporatezirhby reference

Amendment No. 6, adopted September 1999, to SugpirhRetirement Benefit Plan as amended
and restated December 1, 1992 (filed as ExhibittdGhe Company’s Form 10-K Annual Report for
the year ended December 31, 2000), incorporatesirhby reference

Amendment No. 7, adopted May 2000, to Supplemdetitement Benefit Plan as amended and
restated December 1, 1992 (filed as Exhibit 10théoCompany’s Annual Report on Form 10-K for
the year ended December 31, 2000), incorporatesirhby reference

Amendment No. 8, adopted December 21, 2001, tol8oygmtal Retirement Benefit Plan as amel
and restated December 1, 1992 (filed as ExhibittdGhe Company’s Form 10-K Annual Report for
the year ended December 31, 2000), incorporatezirhby reference

Amendment No. 9, adopted December 22, 2003, toI8ogmtal Retirement Benefit Plan as amel
and restated December 1, 1992 (filed as Exhibitd@se Company’s Form 10-K Annual Report for
the year ended December 31, 2000), incorporatesirhby reference

Key Employee Share Option Plan (filed as Exhillt #. the Registration Statement on Form S-8,
Registration No. 333-52141, filed by Brush Wellniaa. on May 5, 1998), incorporated herein by
reference

Amendment No. 1 to the Key Employee Share OptiamRleffective May 16, 2005) (filed as Exhi
4b to Post-Effective Amendment No. 1 to Registratitatement on Form S-8, Registration No. 333-
52141), incorporated herein by referer

Amendment No. 2 to the Key Employee Share Optiam Eated June 10, 2005 (filed as Exhibit 1
to the Company’s Annual Report on Form 10-K for yiear ended December 31, 2006), incorporated
herein by referenct

1997 Stock Incentive Plan for Non-employee Direst¢As Amended and Restated as of May 1,
2001) (filed as Appendix B to the Company’s Proxgt&ment dated March 19, 2001), incorporated
herein by referenct

Amendment No. 1 to the 1997 Stock Incentive PlarNfon-employee Directors, (filed as Exhibit
10gg to the Company’s Annual Report on Form 10-kKtlie year ended December 31, 2003),
incorporated herein by referen:

Form of Nonqualified Stock Option Agreement for Nemployee Directors (filed as Exhibit 20mn
the Company’s Annual Report on Form 10-K for tharyended December 31, 2004), incorporated
herein by referenct

1992 Deferred Compensation Plan for Non-employeedbors (As Amended and Restated as of
December 2, 1997) (filed as Exhibit 4d to the Region Statement on Form S-8, Registration No.
333-63355, filed by Brush Wellman Inc.), incorporatetdin by reference

2000 Reorganization Amendment, dated May 16, 2f@0the 1997 Deferred Compensation Plan for
Non-employee Directors (filed as Exhibit 4b to Posteefive Amendment No. 1 to Registration
Statement No. 3:-63353), incorporated herein by referer
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(10az)’

(10ba)’

(10bb)*

(10bc)*

(10bd)*

(10be)’

(10bf)*

(10bg)*

(10bh)*

(10bi)*

(10bj)*

(10bk)*

(10bl)

(10bm’

(10bn’

(10bo

(10bp

Amendment No. 1 (effective September 11, 2001701992 Deferred Compensation Plan for Non-
employee Directors (filed as Exhibit 4c to the Camg's Post-Effective Amendment No. 1 to
Registration Statement No. 3-74296), incorporated herein by referer

Amendment No. 2 (effective September 13, 2004h¢01i992 Deferred Compensation Plan for Non-
employee Directors (filed as Exhibit 10.1 to then(pany’s Quarterly Report on Form 10-Q for the
period ended October 1, 2004), incorporated hdrgireference

Amendment No. 3 (effective January 1, 2005) toltb@2 Deferred Compensation Plan for Non-
employee Directors (filed as Exhibit 10rr to thengmany’s Annual Report on Form 10-K for the year
ended December 31, 2004), incorporated hereinfeyerce

Amendment No. 4 (effective April 1, 2009) to the92Deferred Compensation Plan for Non-
employee Directors (filed as Exhibit 10bb to then@any’s Annual Report on Form XOfor the yea
ended December 31, 2008), incorporated hereinfeyemece

Amended and Restated 2005 Deferred Compensationféti&lon-employee Directors (filed as
Exhibit 10.2 to the Company’s Quarterly Report amrz 10-Q for the period ended September 26,
2008), incorporated herein by referer

Amended and Restated 2006 Non-employee DirectoitfeBlan (filed as Exhibit 10.1 to the
Company’s Quarterly Report on Form 10-Q for thequeended September 26, 2008), incorporated
herein by referenc:

Amended and Restated Executive Deferred Compengatam Il (filed as Exhibit 10.1 to the
Company'’s Quarterly Report on Form QOfor the period ended March 28, 2008), incorpat&ereit
by reference

Amendment No. 1 to the Amended and Restated ExecDieferred Compensation Plan Il (filed as
Exhibit 10bf to the Company’s Annual Report on FdréiK for the year ended December 31, 2008),
incorporated herein by referen:

Amendment No. 2 to the Amended and Restated ExecDigferred Compensation Plan Il (filed as
Exhibit 10.2 to the Company’s Quarterly Report amrk 10-Q for the period ended July 3, 2009),
incorporated herein by referen:

Trust Agreement between the Company and Fidelirgdtments dated September 26, 2006 for c¢
deferred compensation plans for Non-employee Dorsadf the Company (filed as Exhibit 99.4 to the
Current Report on Form 8-K filed by the CompanySaptember 29, 2006), incorporated herein by
reference

Trust Agreement between the Company and Fidelitpddement Trust Company, dated June 25,
2009 relating to the Executive Deferred Compenga®ian Il (filed as Exhibit 10.1 to the Company’s
Quarterly Report on Form -Q for the period ended July 3, 2009), incorpordtextin by referenct
Trust Agreement between the Company and Fifth TBadk dated September 25, 2006 relating t
Key Employee Share Option Plan (filed as Exhibit3a® the Current Report on Form 8-K filed by
the Company on September 29, 2006), incorporategirhby reference

Lease dated as of October 1, 1996, between Brudlmafelnc. and Toledo-Lucas County Port
Authority (filed as Exhibit 10v to the Company’s Aueal Report on Form 10-K for the year ended
December 31, 1996), incorporated herein by refexe

Amended and Restated Inducement Agreement witRthéential Insurance Company of America
dated May 30, 2003 (filed as Exhibit 10 to the Camgs Quarterly Report on Form 10-Q for the
period ended June 27, 2003), incorporated herenefeyence

Amended and Restated Supply Agreement between RWem, Inc. and Brush Wellman Inc. for
sale and purchase of beryllium products (filed &lsifiit 10 to the Company’s Quarterly Report on
Form 1(-Q for the period ended September 26, 2003), ingatpd herein by referenc

Supply Agreement between the Defense Logistics agend Brush Wellman Inc. for the sale and
purchase of beryllium products (filed as Exhibitt1® the Company’s Annual Report on Form 10-K
for the year ended December 31, 2004), incorpottateein by referenc

Asset Purchase Agreement by and between William&aAckd Materials Inc. and Techni-Met, Inc.
dated December 20, 2007 (filed as Exhibit 10bwhto@ompany’s Annual Report on Form 10-K for
the year ended December 31, 2007), incorporatezirhby reference
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(10bq’ Consignment Agreement dated October 2, 2009 betBagsh Engineered Materials Inc. and
Canadian Imperial Bank of Commerce (filed as ExHibi.1 to the Company’s Form 8-K on October
8, 2009), incorporated herein by referer

(21) Subsidiaries of the Registre
(23) Consent of Ernst & Young LL
(24) Power of Attorney

(31.1) Certification of Chief Executive Officer require¢ Rule 13i-14(a) or 15-14(a)

(31.2)  Certification of Chief Financial Officer require I[Rule 13-14(a) or 15-14(a)

(32.1) Certification of Chief Executive Officer and Chigihancial Officer required by 18 U.S.C. Section
1350

* Denotes a compensatory plan or arrangen
# Filed herewitlr
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SIGNATURES

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

BRUSH ENGINEERED MATERIALS INC.

By: /s/ RICHARD J. HIPPLE By: /s/ JOHN D. GRAMPA
Richard J. Hipple John D. Grampa
Chairman of the Board, President Senior Vice President Finance
and Chief Executive Office and Chief Financial Office

March 8, 2010

Pursuant to the requirements of the Securities &xg Act of 1934, this report has been signed bélpthe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

/s/ RICHARD J. HIPPLE Chairman of the Board, President, Chief March 8, 201(
Richard J. Hipple Executive Officer and Director (Principal

Executive Officer,
/s/ JOHN D. GRAMPA Senior Vice President Finance and Chief March 8, 201(
John D. Grampa Financial Officer (Principal Financial and

Accounting Officer)
/s/ ALBERT C. BERSTICKER* Director March 8, 201(
Albert C. Bersticker’
/sl JOSEPH P. KEITHLEY* Director March 8, 201(
Joseph P. Keithley
/s/ VINOD M. KHILNANI* Director March 8, 201(
Vinod M. Khilnani*
/sl WILLIAM B. LAWRENCE* Director March 8, 201(
William B. Lawrence*
/s/ WILLIAM P. MADAR* Director March 8, 201(
William P. Madar*
/s/ WILLIAM G. PRYOR* Director March 8, 201(
William G. Pryor*
/s/ N. MOHAN REDDY* Director March 8, 201(
N. Mohan Reddy’
/sl WILLIAM R. ROBERTSON?* Director March 8, 201(
William R. Robertson’
/s/ JOHN SHERWIN, JR.* Director March 8, 201(
John Sherwin, Jr.
/sl CRAIG S. SHULAR* Director March 8, 201(

Craig S. Shular

* The undersigned, by signing his hame hereto, dgesasid execute this report on behalf of each efahove-
named officers and directors of Brush Engineeretelfs Inc., pursuant to Powers of Attorney exeduty eacl
such officer and director filed with the Securitaesd Exchange Commissic

By: /s/ JOHN D. GRAMP£

John D. Grampa
Attorney-in-Fact

March 8, 2010
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SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES
Years Ended December 31, 2009, 2008 and 2007

COL. A COL.B COL.C COL.D COL. E
ADDITIONS
(1) (2)
Balance at Beginnin¢ Charged to Cost: Charged to Other Deduction- Balance at Enc
DESCRIPTION of Period and Expenses Accounts-Describe Describe of Period
Year ended December 31, 2009
Deducted from asset accour
Allowance for doubtful accounts
receivable $ 1,051,000 $ (173,000 $ 486,00((A) $ (33,000(B) $ 1,397,00!
Inventory reserves and obsolesce $ 3,629,000 $ 2,221,000 $ 235,00((A) $1,857,00(C) $ 4,228,001
Year ended December 31, 2008
Deducted from asset accour
Allowance for doubtful accounts
receivable $ 1,120,000 $ 142,000 $ 0 $ 211,00(B) $ 1,051,00!
Inventory reserves and obsolesce $ 3,348,000 $ 3,551,000 $ 0 $3,270,00(C) $ 3,629,001
Year ended December 31, 2007
Deducted from asset accour
Allowance for doubtful accounts
receivable $ 1,822,000 $ (300,000 $ 0 $ 402,00(B) $ 1,120,00t
Inventory reserves and obsolesce $ 4,455,000 $ 2,744,000 $ 0 $3,851,00(C) $ 3,348,001

Note (A)— Beginning balance from acquisition
Note (B)— Bad debts written-off, net of recoveries

Note (C)— Inventory write-off
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AMENDMENT NO. 2
TO
SECOND AMENDED AND RESTATED PRECIOUS METALS AGREEME NT

THIS AMENDMENT NO. 2 TO SECOND AMENDED AND RESTATED PRECIOUS METALS AGREEMENT (this “
Amendment ") is made as of June 25, 2008, by and among THE BANK OF NOVA SCOTIA, a Canadian chartered bank (the “
Metal Lender "); BRUSH ENGINEERED MATERIALS INC., an Ohio corporation (* BEM "); WILLIAMS ADVANCED MATERIALS
INC., a New York corporation (* WAM "); TECHNICAL MATERIALS, INC., an Ohio corporation (“* TMI "); BRUSH WELLMAN INC.,
an Ohio corporation (“ BWI "); ZENTRIX TECHNOLOGIES INC., an Arizona corporation (“ ZT1 "); WILLIAMS ACQUISITION, LLC,
a New York limited liability company d/b/a Pure Tech (“ Pure Tech ”); THIN FILM TECHNOLOGY, INC., a California corporation (“
TFET "), TECHNI-MET, INC., a Connecticut corporation (* Techni -Met ") and such other Subsidiaries of BEM who may from time to
time become parties by means of their execution and delivery with the Metal Lender of a Joinder Agreement under the Precious
Metals Agreement (as defined below). BEM, WAM, TMI, BWI, ZTI, Pure Tech, TFT, Techni-Met and such Subsidiaries are herein

sometimes referred to collectively as the “ Customers " and each individually as a “ Customer ".

WITNESSETH:

WHEREAS, the Metal Lender and the Customers are parties to a certain Second Amended and Restated Precious Metals
Agreement, dated as of December 28, 2007, as amended by a certain Amendment No. 1 to Second Amended and Restated
Precious Metals Agreement, dated as of March 3, 2008 (as amended, the “ Precious Metals Agreement "); and

WHEREAS, the parties hereto desire to amend certain provisions of the Precious Metals Agreement as hereinafter provided;

NOW, THEREFORE, for value received and for other good and valuable consideration, the receipt and adequacy of which are
hereby acknowledged, the parties hereto hereby amend the Precious Metals Agreement and agree, effective as of the date first
written above, as follows:

1. The definition of “ Approved Subconsignee Locations " appearing in Article 1 of the Precious Metals Agreement is hereby
amended and restated in its entirety to read as follows:

“ Approved Subconsignee Locations " means, collectively, the locations described in Schedule 1 attached hereto, as it
may be amended by the parties from time to time, and each other location approved by the Metal Lender in writing from time
to time, where Consigned Precious Metal may be located while in the possession of Approved Subconsignees.




2. Schedule 1 (Approved Locations) to the Precious Metals Agreement is hereby amended by adding the following entries
under the heading “Approved Subconsignees and Approved Subconsignee Locations”:

International Rectifier

a Hexfet America Facility
41915 Business Park Drive
Temecula, California 92590

International Rectifier

Cardiff Road

Newport

South Wales, England NP10 8YJ

3. To induce the Metal Lender to enter into this Amendment, each Customer hereby represents and warrants to the Metal
Lender that: (a) such Customer has full power and authority, and has taken all action necessary, to execute and deliver this
Amendment and to fulfill its obligations hereunder and to consummate the transactions contemplated hereby; (b) the making and
performance by such Customer of this Amendment do not and will not violate any law or regulation of the jurisdiction of its
organization or any other law or regulation applicable to it; (c) this Amendment has been duly executed and delivered by such
Customer and constitutes the legal, valid and binding obligation of such Customer, enforceable against it in accordance with its
terms, except as enforceability may be limited by bankruptcy, insolvency or similar laws affecting the enforcement of creditors’
rights generally and except as the same may be subject to general principles of equity; and (d) on and as of the date hereof, no
Default or Event of Default exists under the Precious Metals Agreement.

4. This Amendment shall be governed by and construed in accordance with the laws of the State of New York applicable to
contracts made and performed in such State.

5. The Precious Metals Agreement, as amended hereby, together with the other Precious Metal Documents, is intended by the
parties as the final, complete and exclusive statement of the transactions evidenced by the Precious Metals Agreement. All prior
or contemporaneous promises, agreements and understandings, whether oral or written, are deemed to be superseded by the
Precious Metals Agreement, as amended hereby, and no party is relying on any promise, agreement or understanding not set
forth in the Precious Metals Agreement, as amended hereby. The Precious Metals Agreement, as amended hereby, may not be
amended or modified except by a written instrument describing such amendment or modification executed by the Customers and
the Metal Lender. The parties hereto agree that this Amendment shall in no manner affect or impair the liens and security interests
evidenced or granted by the Precious Metals Agreement or in connection therewith.

6. Except as amended hereby, the Precious Metals Agreement shall remain in full force and effect and is in all respects hereby
ratified and affirmed.

7. The Customers covenant and agree jointly and severally to pay all out-of-pocket expenses, costs and charges incurred by
the Metal Lender (including reasonable fees and
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disbursement of counsel) in connection with the review and implementation of this Amendment, up to a maximum of $500.

8. This Amendment may be executed by the parties hereto in several counterparts hereof and by the different parties hereto on
separate counterparts hereof, each of which shall be an original and all of which shall together constitute one and the same
agreement. Delivery of an executed sighature page of this Amendment by electronic transmission shall be effective as an in hand
delivery of an original executed counterpart hereof.

[Signature Page Follows]
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IN WITNESS WHEREOF, the undersigned parties have caused this Amendment to be executed by their duly authorized

officers as of the date first written above.
CUSTOMERS :
BRUSH ENGINEERED MATERIALS INC.

By:

Name:

Title:

TECHNICAL MATERIALS, INC.

By:

Name:

Title:

ZENTRIX TECHNOLOGIES INC.

By:

Name:

Title:

THIN FILM TECHNOLOGY, INC.

By:

Name:

Title:

METAL LENDER :

THE BANK OF NOVA SCOTIA

By:

Name:

Title:

By:

Name:

Title:

WILLIAMS ADVANCED MATERIALS INC.

By:

Name:

Title:

BRUSH WELLMAN INC.

By:

Name:

Title:

WILLIAMS ACQUISITION, LLC

By:

Name:

Title:

TECHNI-MET, INC.

By:

Name:

Title:




Exhibit 4m

AMENDMENT NO. 4
TO
SECOND AMENDED AND RESTATED PRECIOUS METALS AGREEME NT

THIS AMENDMENT NO. 4 TO SECOND AMENDED AND RESTATED PRECIOUS METALS AGREEMENT (this “
Amendment ") is made as of February 11, 2010, by and among THE BANK OF NOVA SCOTIA, a Canadian chartered bank (the “
Metal Lender "); BRUSH ENGINEERED MATERIALS INC., an Ohio corporation (* BEM "); WILLIAMS ADVANCED MATERIALS
INC., a New York corporation (* WAM "); TECHNICAL MATERIALS, INC., an Ohio corporation (“* TMI "); BRUSH WELLMAN INC.,
an Ohio corporation (“ BWI "); ZENTRIX TECHNOLOGIES INC., an Arizona corporation (“ ZT1 "); WILLIAMS ACQUISITION, LLC,
a New York limited liability company d/b/a Pure Tech (“ Pure Tech ”); THIN FILM TECHNOLOGY, INC., a California corporation (“
TFT "); TECHNI-MET, LLC, a Delaware limited liability company (“ Techni -Met ”); ACADEMY CORPORATION, a New Mexico
corporation (* AC "); ACADEMY GALLUP, LLC, a New Mexico limited liability company (* AG "); and such other Subsidiaries of
BEM that may from time to time become parties by means of their execution and delivery with the Metal Lender of a Joinder
Agreement under the Precious Metals Agreement (as defined below). BEM, WAM, TMI, BWI, ZTI, Pure Tech, TFT, Techni-Met
AC, AG and such Subsidiaries are herein sometimes referred to collectively as the “ Customers " and each individually as a “

Customer .

WITNESSETH:

WHEREAS, the Metal Lender and the Customers are parties to a certain Second Amended and Restated Precious Metals
Agreement, dated as of December 28, 2007, as amended by a certain Amendment No. 1 to Second Amended and Restated
Precious Metals Agreement, dated as of March 3, 2008, a certain Amendment No. 2 to Second Amended and Restated Precious
Metals Agreement, dated as of June 25, 2008, and a certain Amendment No. 3 to Second Amended and Restated Precious
Metals Agreement, dated as of October 2, 2009 (as amended, the “ Precious Metals Agreement "); and

WHEREAS, the parties hereto desire to amend certain provisions of the Precious Metals Agreement as hereinafter provided;

NOW, THEREFORE, for value received and for other good and valuable consideration, the receipt and adequacy of which are
hereby acknowledged, the parties hereto hereby amend the Precious Metals Agreement and agree, effective as of the date first
written above, as follows:

1. Defined Terms . Initially capitalized terms used but not defined in this Amendment have the meanings given to them in the
Precious Metals Agreement.

2. Amendments .

(a) The definition of “Stored Precious Metal Limit” appearing in Section 1 of the Precious Metals Agreement is hereby
amended and restated in its entirety to read as follows:




“ Stored Precious Metal Limit " means the least of (a) $37,500,000, (b) the value (as determined in accordance with
Section 2.02 hereof) of 25,000 ounces of Gold, and (c) the amount of insurance coverage obtained and in effect from time to
time with respect to Stored Precious Metal pursuant to Section 4.07 hereof.

(b) The following terms and associated definitions are hereby deleted in their entirety from the Precious Metals Agreement:
“Forward Contract(s),” “Forward Contract Exposure,” “Forward Contract Facility,” and “Forward Contract Limit.” From and after the
date of this Amendment, any and all references in the Precious Metals Agreement to “Forward Contract” or “Forward Contracts”
shall be deemed to be references to “Hedging Transaction” and “Hedging Transactions,” respectively; any and all references to
“Forward Contract Exposure” shall be deemed to be references to “Net Marked-to-Market Exposure;” and any and all references
to “Forward Contract Facility” shall be deemed to be references to “Hedging Transaction Facility.”

(c) The following new terms and associated definitions are hereby inserted into Section 1 (Definitions) of the Precious
Metals Agreement in proper alphabetical order:

“ Approved Storage Facility Location(s) " means the Premises of any of the Customers located in the continental United
States and listed under the appropriate heading on Schedule 1 attached hereto, as it may be amended by the parties from
time to time, and each other location located in the continental United States approved by the Metal Lender in writing from
time to time.

“ Hedging Transaction " means any transaction (including any agreement with respect thereto) now existing or hereafter
entered into by a Customer and the Metal Lender which is a swap, forward, option, cap, floor, collar, cross-currency
transaction or other similar transaction (including any option with respect to any of these transactions) or any combination
thereof, whether linked to one or more Consignments, interest rates, price indices or other financial measures, which is
designed to hedge or mitigate risks to which a Customer has exposure with respect to Precious Metal.

“ Hedging Transaction Facility " means the facility established pursuant to Section 5 hereof whereby the Customers may
from time to time enter into Hedging Transactions with the Metal Lender.

“ Net Marked -to-Market Exposure " means, as of any date of determination, the excess (if any) of all unrealized losses over
all unrealized profits of the Customers arising from Hedging Transactions. As used in this definition, “unrealized losses”
means the fair market value of the costs to a Customer of replacing such
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Hedging Transaction as of the date of determination (assuming the Hedging Transaction were to be terminated as of that
date), and “unrealized profits” means the fair market value of the gain to such Customer of replacing such Hedging
Transaction as of the date of determination (assuming such Hedging Transaction were to be terminated as of that date), in
each case, as reasonably determined and communicated by the Metal Lender and, to the extent applicable to the particular
Hedging Transaction, using the value of underlying Precious Metal calculated in accordance with Section 2.02 hereof.

(d) Section 4 of the Precious Metals Agreement is hereby amended and restated in its entirety to read as set forth in Annex
1 hereto.

(e) Section 5 of the Precious Metals Agreement is hereby amended and restated in its entirety to read as set forth in Annex
1 hereto.

(f) Section 7.03 of the Precious Metals Agreement is hereby amended and restated in its entirety to read as follows:

As continuing security for the prompt and punctual payment and performance of all Obligations, the Customer Agent shall
cause one or more Letters of Credit to be issued for the benefit of the Metal Lender to the extent required by Sections 5.01

and 9.22 hereof, and maintain such Letters of Credit at all times until payment in full of the Obligations and termination of the
Metal Lender’s obligations hereunder.

(g) Section 10.01(n) of the Precious Metals Agreement is hereby amended and restated in its entirety to read as follows:

the Customers shall fail to renew or replace any Letter of Credit securing this Agreement, or any extension(s) or replacement
(s) therefor, at least ten (10) Business Days prior to its scheduled expiry date, if any, unless the Customers have
demonstrated to the Metal Lender’s reasonable satisfaction that the loss of such Letter of Credit is adequately offset by other
existing Letters of Credit and other Collateral and will not result in an Event of Default with respect to Section 5.01 or 9.22
hereof; or the issuer of any Letter of Credit shall seek to modify, revoke or terminate its liability under a Letter of Credit, or
any governmental agency shall seek to limit, defer, postpone or terminate the Metal Lender’s rights or the issuer’s liability
under a Letter of Credit, unless the Customers have replaced such Letter of Credit with a substitute Letter of Credit within ten
(10) Business Days or have demonstrated to the Metal Lender’s reasonable satisfaction that the loss of such Letter
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of Credit is adequately offset by other Collateral and will not result in an Event of Default under Section 5.01 or 9.22 hereof;

(h) Schedule 1 to the Precious Metals Agreement is hereby amended and restated in its entirety to read as set forth in
Annex |l hereto.

3. Representations and Warranties . To induce the Metal Lender to enter into this Amendment, each Customer hereby
represents and warrants to the Metal Lender that: (a) such Customer has full power and authority, and has taken all action
necessary, to execute and deliver this Amendment and to fulfill its obligations hereunder and to consummate the transactions
contemplated hereby; (b) the making and performance by such Customer of this Amendment do not and will not violate any law or
regulation of the jurisdiction of its organization or any other law or regulation applicable to it; (c) this Amendment has been duly
executed and delivered by such Customer and constitutes the legal, valid and binding obligation of such Customer, enforceable
against it in accordance with its terms, except as enforceability may be limited by bankruptcy, insolvency or similar laws affecting
the enforcement of creditors’ rights generally and except as the same may be subject to general principles of equity; and (d) on
and as of the date hereof, no Default or Event of Default exists under the Precious Metals Agreement.

4. Governing Law . This Amendment shall be governed by and construed in accordance with the laws of the State of New
York applicable to contracts made and performed in such State.

5. Integration of Amendment into Precious Metals Agreement . The Precious Metals Agreement, as amended hereby, together
with the other Precious Metal Documents, is intended by the parties as the final, complete and exclusive statement of the
transactions evidenced by the Precious Metals Agreement. All prior or contemporaneous promises, agreements and
understandings, whether oral or written, are deemed to be superseded by the Precious Metals Agreement, as amended hereby,
and no party is relying on any promise, agreement or understanding not set forth in the Precious Metals Agreement, as amended
hereby. The Precious Metals Agreement, as amended hereby, may not be amended or modified except by a written instrument
describing such amendment or modification executed by the Customers and the Metal Lender. The parties hereto agree that this
Amendment shall in no manner affect or impair the liens and security interests evidenced or granted by the Precious Metals
Agreement or in connection therewith. Except as amended hereby, the Precious Metals Agreement shall remain in full force and
effect and is in all respects hereby ratified and affirmed.

6. Expenses . The Customers covenant and agree jointly and severally to pay all reasonable out-of-pocket expenses, costs
and charges incurred by the Metal Lender (including reasonable fees and disbursement of counsel) in connection with the review
and implementation of this Amendment.

7. Signatures . This Amendment may be executed by the parties hereto in several counterparts hereof and by the different
parties hereto on separate counterparts hereof, each of which shall be an original and all of which shall together constitute one
and the same agreement. Delivery of an executed signature page of this Amendment by electronic transmission shall be effective
as an in hand delivery of an original executed counterpart hereof.
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IN WITNESS WHEREOF, the undersigned parties have caused this Amendment to be executed by their duly authorized

officers as of the date first written above.

CUSTOMERS:

BRUSH ENGINEERED MATERIALS INC.

By:

Michael C. Hasychak
Vice President, Treasurer and
Secretary

TECHNICAL MATERIALS, INC.

By:

Michael C. Hasychak
Vice President, Treasurer and
Secretary

ZENTRIX TECHNOLOGIES INC.

By:

Michael C. Hasychak
Chief Financial Officer and Secretary

THIN FILM TECHNOLOGY, INC.

By:

Gary W. Schiavoni
Secretary

ACADEMY CORPORATION

By:

Richard W. Sager
President

METAL LENDER:
THE BANK OF NOVA SCOTIA

By:

Name:

Title:

By:

Name:

Title:

WILLIAMS ADVANCED MATERIALS
INC.

By:
Michael C. Hasychak
Vice President, Treasurer and
Secretary

BRUSH WELLMAN INC.

By:
Michael C. Hasychak
Vice President, Treasurer and
Secretary

WILLIAMS ACQUISITION, LLC

By:
Michael C. Hasychak
Treasurer

TECHNI-MET, LLC

By:
Gary W. Schiavoni
Asst. Secretary and Asst. Treasurer

ACADEMY GALLUP, LLC

By:
Richard W. Sager
Manager




ANNEX |
AMENDED AND RESTATED SECTION 4

4. SEGREGATED STORAGE FACILITIES.
Section 4.01 Segregated Storage Facilities

The Metal Lender may elect in its sole discretion from time to time to deliver to WAM or any other Customer identifiable
Precious Metal pursuant to this Section 4 (* Stored Precious Metal "); provided , however , that unless the Metal Lender shall
otherwise agree, (a) the Stored Precious Metal shall be delivered in such amounts as may be requested by WAM or the applicable
Customer provided that the aggregate value of all Stored Precious Metal outstanding and subject to this Section 4 and valued in
accordance with the provisions of Section 2.02 hereof shall not exceed the Stored Precious Metal Limit at any time, and
(b) deliveries of Stored Precious Metal shall occur no more frequently than on a weekly basis. Upon delivery of the Precious Metal
to a Customer pursuant to this Section 4.01 , WAM or the applicable Customer will sign and return to the Metal Lender a receipt
for the Precious Metal so delivered, which receipt shall indicate that the Precious Metal constitutes Stored Precious Metal held for
the Metal Lender’s account pursuant to the terms of this Section 4 . WAM or the applicable Customer will hold the Stored
Precious Metal in a safekeeping vault at an Approved Storage Facility Location, segregated from all other material and precious
metal it may hold and clearly marked as belonging to the Metal Lender (each, a “ Segregated Storage Facility "), and WAM or
the applicable Customer will indicate in its books and records that the Stored Precious Metal is owned by and belongs to the Metal
Lender and is being held for the Metal Lender’s account pursuant to the terms of this Section 4 . Except as hereinafter provided,
title to the Stored Precious Metal will at all times remain solely in the Metal Lender, and no Customer: (a) will acquire any interest
in the Stored Precious Metal except as hereinafter permitted; (b) except as permitted elsewhere in this Section 4 , will remove the
Stored Precious Metal from a Segregated Storage Facility; and (c) will create or incur, any Lien whatsoever on any of the Stored
Precious Metal, other than any Lien that is subject to one of the Intercreditor Agreements or otherwise claimed by or granted by
the Metal Lender. Except as hereinafter provided, the Stored Precious Metal will not become part of any Customer’s Inventory for
any purposes.

Section 4.02 Periodic Removal of Storage Metal

Upon notifying the Metal Lender using the Metal Lender’s approved notice procedures, a Customer may remove Stored
Precious Metal from its Segregated Storage Facility in such quantities as may be required by such Customer for its manufacturing
operations; provided , however , all quantities of Stored Precious Metal so removed from a Segregated Storage Facility: (a) shall
immediately and without further action become and be deemed to constitute Consigned Precious Metal under Section 2 of this
Agreement and shall be subject to all of the terms and conditions of this Agreement, including Section 2 hereof; or (b) shall be
paid for in full upon terms agreed to at such time by the Customer and the Metal Lender. If, following removal of the Stored
Precious Metal from a Segregated Storage Facility and its designation as Consigned




Precious Metal pursuant to Section 2 of this Agreement, the Consignment Limit is exceeded, the Customers will promptly and
without further notice from or demand by the Metal Lender, take such action as is required by Section 2.09 hereof to reduce the
amount of Consigned Precious Metal outstanding pursuant to the Consignment Facility to an amount at or below the Consignment
Limit.

Section 4.03 Removal of Stored Precious Metal at Re  quest of the Metal Lender

From time to time, the Metal Lender may provide the Customers with reasonable written instructions specifying that a quantity
of Stored Precious Metal must be delivered to the Metal Lender or to a designated third party located in the continental United
States and within a 100-mile radius of where such Stored Precious Metal is then located. The Customers shall promptly following
receipt of such instructions perform in accordance with such instructions. Except as provided in Section 4.02 hereof, a Customer
may only remove Stored Precious Metal from safekeeping in order to deliver such Stored Precious Metal to the Metal Lender or to
a third party in accordance with the Metal Lender’s written instructions. A Customer may only transfer Stored Precious Metal to a
third party for the Metal Lender’s account pursuant to the terms of this Agreement notwithstanding the fact that such Customer
may hold other Precious Metal for the Metal Lender’s account.

Section 4.04 Stored Precious Metal Not Subjectto F  ees .

None of the Customers, on the one hand, nor the Metal Lender, on the other hand, shall be required to pay to the other any
consignment fees, gold loan fees, market premiums or any other fees with respect to the Stored Precious Metal while it is in a
Segregated Storage Facility, and no consignment fees shall be imposed until such time as a Customer removes Stored Precious
Metal from its Segregated Storage Facility pursuant to the provisions of Section 4.02 hereof.

Section 4.05 Access to Segregated Storage Facility

The Customers will at all times provide to the Metal Lender access to each Segregated Storage Facility and to its related
premises and related books and records during regular business hours, with or without notice, in order to permit the Metal Lender
to verify the Customers’ compliance with the terms of this Section 4 . While on any Customer’s Premises, the Metal Lender shall
follow all generally applicable safety, health and security policies.

Section 4.06 Security Interest

The Customers and the Metal Lender agree and intend that all Stored Precious Metal within a Segregated Storage Facility
shall be owned solely by the Metal Lender. Each Customer hereby grants to the Metal Lender a security interest in all right, title
and interest of such Customer, if any, in, under and to the Stored Precious Metal to secure the payment and performance of all
Obligations contained in this Agreement, including, without limitation, the provisions of this Section 4 . The Customers hereby
agree that the Metal Lender is authorized to prepare and file any Uniform Commercial Code financing statements and
continuations thereof reasonably deemed necessary or appropriate by the Metal Lender to evidence its ownership interest and
security interest in the Stored Precious Metal. All such financing statements
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heretofore filed by the Metal Lender against any of the Customers with respect to this Agreement are hereby ratified.
Section 4.07 Risk of Loss .

The Customers will be liable to the Metal Lender for any theft, loss or conversion of any Stored Precious Metal held pursuant to
the terms of this Section 4 or for any casualty to any Stored Precious Metal held pursuant to the terms of this Section 4 and will
maintain in full force and effect insurance conforming to that required pursuant to Section 2.01(d) hereof in an amount sufficient to
cover the Stored Precious Metal and naming the Metal Lender as a loss payee and as an additional insured as its interest may
appear, and will deliver to the Metal Lender proof that such insurance is in full force and effect prior to the first shipment of Stored
Precious Metal pursuant to the terms of this Section 4 .

Section 4.08 Waiver of Setoff

Each Customer hereby waives any and all Liens, rights of setoff or other claims against the Stored Precious Metal held for the
Metal Lender pursuant to the terms of this Section 4 .

Section 4.09 Termination of Segregated Storage Faci lities .

All Segregated Storage Facilities shall terminate on the Maturity Date or on such earlier date as the Metal Lender accelerates
the Obligations by reason of the occurrence of an Event of Default hereunder. In addition, the Customers, on the one hand, or the
Metal Lender, on the other hand, may at any time on thirty (30) days prior written notice to the other terminate any particular
Segregated Storage Facility. Upon termination of a Segregated Storage Facility, the Customers shall return at their sole expense
and risk to the Metal Lender in accordance with the Metal Lender’s reasonable written instruction all Stored Precious Metal
therein. Termination of any particular Segregated Storage Facility shall not affect any Customer’s duty to perform its obligations to
the Metal Lender under this Section 4 .

* k k% %
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ANNEX II
AMENDED AND RESTATED SECTION 5

5. HEDGING TRANSACTIONS .

Section 5.01 Hedging Transactions

The Customers and the Metal Lender may from time to time enter into Hedging Transactions in form and substance and on
terms, including pricing, as are mutually satisfactory to the Customers and the Metal Lender, so long as at such time (a) no
Default has occurred and is continuing, (b) the aggregate stated face value or notional amount, as applicable, of all Hedging
Transactions then in effect does not exceed $20,000,000, and (c) one or more Letters of Credit are in effect at such time having
an aggregate undrawn face amount equal to or greater than the sum of (x) one hundred five percent (105%) of the Net Marked-to-
Market Exposure of all Hedging Transactions then in effect, plus (y) any Refining Reserve to the extent required by Section 9.22
hereof. If at any time, the aggregate undrawn face amount of all Letters of Credit is insufficient to satisfy the condition in
Section 5.10(c) , then the Customers will promptly, without further notice or demand by the Metal Lender, (a) make payment to
the Metal Lender, (b) amend one or more Hedging Transactions, (c) increase the face amount of one or more Letters of Credit
then in effect, or (d) enter into any combination of the foregoing, in any case, to cause such condition to be satisfied. Unless
otherwise agreed by the Metal Lender, no Hedging Transaction shall have a maturity in excess of twelve (12) months or later than
the Maturity Date.

Section 5.02 Late Fee; Default Rate on Obligations

(a) If the entire amount of a required payment under a Hedging Transaction is not paid in full within ten (10) Business Days
after the same is due, the Customers shall pay to the Metal Lender to the extent permitted by law by bank wire sent to a bank of
such Metal Lender’s choice, a late fee equal to five percent (5%) of the required payment.

(b) Except as otherwise provided in any particular Hedging Transaction, each Customer hereby agrees to pay to the Metal
Lender by bank wire sent to a bank of the Metal Lender’s choice or by bank check, upon demand, to the extent permitted by law,
interest on any sum or amount not paid when due under any Hedging Transaction at a rate per annum equal to the Prime Rate,
plus two percent (2%), from the date of delinquency until payment in full. Interest shall be calculated on the basis of a 360-day
year counting the actual number of days elapsed. Each change in the Prime Rate charged shall be effective upon each date the
Prime Rate changes.

Section 5.03 Payments .

Each Customer hereby authorizes the Metal Lender to charge such Customer’s account, at any time and from time to time for
the purpose of paying any amounts which are at any time payable by the Customers under this Section 5 . Accordingly, all
payments to be made by the Customer under Section 5 may be automatically debited to such account.




Section 5.04 Termination .

The Hedging Transaction Facility shall terminate on the Maturity Date or on such earlier date as the Metal Lender terminates
the Hedging Transaction Facility either (a) by reason of the occurrence and continuance of an Event of Default, or (b) by the Metal
Lender giving to the Customers not less than thirty (30) days prior written notice of its decision to terminate the Hedging
Transaction Facility. Notwithstanding termination, any then outstanding Hedging Transactions shall continue pursuant to their
terms, and until all Obligations have been fully satisfied (except for those specific covenants and conditions dealing with entering
into new Hedging Transactions), all terms and conditions of this Agreement shall remain in full force and effect.

Section 5.05 Security .

All Obligations under this Section 5 _and under all Hedging Transactions shall be secured by all security interests granted by
this Agreement and by all Security Documents, and are subject to the Security Documents.
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AMENDED AND RESTATED SCHEDULE 1 (APPROVED LOCATIONS )

ANNEX II

Approved Domestic Locations

Williams Advanced Materials Inc.
2978 Main Street
Buffalo, New York 14214

Williams Advanced Materials Inc.
2080 Lockport Road
Wheatfield, New York 14304

Williams Acquisition, LLC
42 Mt. Ebo Road South
Brewster, New York 10509

Thin Film Technology
153 Industrial Way
Buellton, CA 93427

Zentrix Technologies Inc.
Newburyport Industrial Park
22 Graf Road

Newburyport, Massachusetts 01950

Brush Wellman Inc.
14710 W. Portage River South Rd.
Elmore, Ohio 43416-9502

Academy Corporation
6905 Washington Avenue NE
Albuquerque, New Mexico 87109

Academy Corporation
5520 Midway Park Place NE
Albuquerque, New Mexico 87109

Academy Gallup, LLC
1257 North Highway 491
Gallup, New Mexico 87301

Approved Foreign Locations

Far East PTE LTD.

110 Paya Lebar Road #02-01
Singapore Warehouse
Singapore 409009

Far East PTE LTD.

10 Arumugan Rd.
Lion Industrial Bldg.
Singapore Warehouse
Singapore 4099957

SCHEDULE |

APPROVED LOCATIONS

Technical Materials, Inc.
5 Wellington Road
Lincoln, Rhode Island 02865

Techni-Met, LLC
300 Lamberton Road
Windsor, Connecticut 06095

Techni-Met, LLC
30 East Newberry Rd.
Bloomfield, Connecticut 06002

Cerac, inc. (a Williams Advanced Materials site)

404-407 N. 13 th St. and
1316 W. St. Paul St.
Milwaukee, Wisconsin 53233

Williams Advanced Materials Inc.
3500 Thomas Rd, Suite C
Santa Clara, California 95054

Brush Wellman Inc.
27555 College Park Drive
Warren, Michigan 48088

Academy Corporation
5531 Midway Park Place NE
Albuquerque, New Mexico 87109

Academy Corporation
5941 Midway Park Place NE
Albuquerque, New Mexico 87109

OMC Scientific Czech, sro
Prumyslova ul.

440 01 Louny

Czech Republic

Seagate

1 Disc Drive

Springtown Industrial Estate
Londonderry, Northern Ireland
BT48 OBF United Kingdom




WAM Taiwan Co. Ltd.

No. 19 Zhongxing 1 stSt.

Luzhu Shiang, Taoyuan County
Taiwan, ROC

OMC Scientific
Ballysimon Road
Limerick, Ireland

Approved Refiners / Fabricators

Coining of America
280 Midland Avenue
Saddle Brook, New Jersey 07663

Sigmund Cohn Corp.
121 South Columbus Avenue
Mount Vernon, New York 10553

Sofield Mfg.
2 Main Street
Ridgefield Park, New Jersey 07660

NuTec Metal Joining Products
12999 Plaza Drive
Cleveland, Ohio 44193

BASF Catalysts, LLC
554 Engelhard Drive
Seneca, South Carolina 29679

Heraeus Metal Processing, Inc.
13429 Alondra Blvd.
Santa Fe Springs, California 90670

Williams Advanced Material (Suzhou) Ltd.
No. 28, Su Tong Road

Suzhou Industrial Park

China 215021

Williams Advanced Materials — Philippines
Bldg. 8365 Argionaut Highway

Cubi Pt.

Subic Bay Freeport Zone

Philippines 2222

Johnson Matthey Limited
130 Glidden Road
Brampton, Ontario, Canada L6W 3M8

Johnson Matthey
Orchard Road
Royston, Hertfordshire, England SG8 5HE

Johnson Matthey
2001 Nolte Drive
West Deptford, New Jersey 08066

Rohm & Haas Electric Materials LLC
272 Buffalo Avenue
Freeport, New York 11520

Sabin Metal Corp.
300 Pantigo Place
East Hampton, New York 11937

Seagate Technology
7801 Computer Ave.
Bloomington, MN 55435

Approved Subconsignees and Approved Subconsignee Locations

Honeywell
830 Arapaho Road
Richardson, Texas 75081

Trigquint Semiconductor
500 W. Renner Road
Richardson, Texas 75083-3938

Triquint Semiconductor
2300 N.E. Brookwood Pkwy.
Hillsboro, Oregon 97124

Approved Storage Facility Locations

Williams Advanced Materials Inc.
2978 Main Street
Buffalo, New York 14214

Academy Corporation
6905 Washington Avenue NE
Albuquerque, New Mexico 87109

International Rectifier

a Hexfet America Facility
41915 Business Park Drive
Temecula, California 92590

International Rectifier

Cardiff Road

Newport

South Wales, England NP10 8YJ

Academy Corporation
5531 Midway Park Place NE
Albuquergque, New Mexico 87109

Academy Corporation
5941 Midway Park Place NE
Albuquerque, New Mexico 87109
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Exhibit 10h

BRUSH ENGINEERED MATERIALS INC. and SUBSIDIARIES
MANAGEMENT PERFORMANCE COMPENSATION PLAN
2010 PLAN YEAR

(as adopted February, 2010)

[. INTRODUCTION

The Management Performance Compensation Plan (“the Plan”) provides incentive compensation to eligible employees based
principally on annual financial performance. Plan awards have a significant portion based on Company and/or Business Unit
performance (“financial performance”), a component that recognizes individual and combined contributions toward personal/team
objectives (“Personal/Team Performance”), and, for some participants, a “relative” company peer group financial measure.

II. DEFINITIONS

Plan Year:

The fiscal year for which the Company’s Business Unit performance, and any Plan awards are calculated.

Business Unit Performance:
The Executive Staff will designate the Business Units/Subsidiaries that are eligible for participation in the Plan for the Plan Year.

Each business unit has defined financial performance measures, which have in turn been approved by the Compensation
Committee of the Board and/or the Executive Staff. These measures are expressed as a Minimum, Target and Maximum. Plan
Awards include a “Financial Performance Component” based on the Business Unit performance.

Personal/Team Performance:

An assessment is made of an individual’s achievements and his/her contributions to work/project teams during the Plan Year. This
assessment is expressed as a percentage of base compensation. The “Personal/Team Performance” component is distinct from
the “Financial Performance” component.

Operating Profit (“OP"):

Profit or loss, before interest and taxes, and for domestic and international operations. Operating Profit will include any special
write-off or accounting charge and accrued performance or incentive compensation.

Peer Group Return on Invested Capital (ROIC)

The publicly available return on invested capital change for those peer group companies included in the Company’s self-declared
peer group in comparison to the Company. Due to the delays in reported information, the measurement period will include the
fourth quarter of the prior year as well as the first three quarters of the current plan year. This “relative” company peer group
financial measure is an independent measure and is not influenced by any other financial performance measure set by the
Company for the plan year.
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Working Capital:

This is a monthly calculation based on Business Unit/Subsidiary worldwide accounts receivable and FIFO inventory divided by
annualized worldwide sales (current month plus prior two months annualized). The result being working capital as a percent of
sales. At the end of the year the average of the twelve monthly, annualized sales numbers and twelve monthly working capital
numbers (A/R and inventory) are calculated and a percent to sales is calculated based on the averages for the twelve periods.
This twelve-month average is the basis for the incentive metric for working capital management.

Other Metrics:

From time to time, other metrics will be adopted that are aligned with a Business Unit’s strategy and market challenges. These
metrics will be defined and tracked by the corporate accounting department, subject to approval by the Executive Staff.

Base Compensation:

The participant’'s annual base salary in effect on September 30 of the Plan Year.

[ll. PARTICIPATION

At the beginning of the Plan Year, the Executive Staff will identify exempt, salaried employees whose responsibilities affect
progress on critical issues facing the Company. Those individuals selected by the Executive Staff will be notified of their
participation in the Plan, their performance compensation grade and performance compensation opportunity, and their applicable
Business Unit designation.

Following the beginning of the Plan Year, the Executive Staff may admit new hires or individuals who are promoted or assigned
additional and significant responsibilities. The Executive Staff may also alter performance compensation grade assignments to
reflect changed responsibilities of participants during the Plan Year.

An employee who replaces or otherwise assumes the job functions or role of an employee, does not automatically assume the
plan participation that had applied to the incumbent. Rather, participation by the new or replacing employee must be individually
considered and approved.

Employees who are designated as participants before April 1 of the Plan year are eligible for full participation. Participants who
are newly employed on or after April 1 and before July 1 are eligible for half of any award available for Personal/Team and
Financial (Business Unit and/or Company) performance.

Participants who transfer from the Exempt Salaried Performance Compensation Plan to the Management Performance
Compensation Plan on or after April 1 and before July 1 are eligible for full participation in the Personal/Team performance
component and for half participation in the Financial (Business Unit and/or Company) performance component. Their eligibility
under the Exempt Salaried Performance Compensation Plan ceases for the Plan Year.
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Changes in performance compensation grade assignments will result in prorated participation in awards.

The eligibility of employees hired or with changed job responsibilities after June 30 will not be considered until a possible,
subsequent Plan Year.

Normally, employees who are participants in any other annual incentive, commission or performance compensation plan are not
eligible. The Executive Staff may consider prorated participation under special circumstances.

With two exceptions, participants must be employed on the last day of the Plan Year in order to be eligible for any performance
compensation award. For a participant who becomes eligible for and who elects a severance option under the Chronic Beryllium
Disease Policy as amended, any award under the Plan will be prorated to the beginning of the month after the employee
exercises the severance option. The second exception pertains to retirement under a Company pension plan, in which case, any
award will be prorated to the beginning of the month following the employee’s retirement date. In no event will a prorated award
be earned where the proration percent is 1/3 or less.

Eligible employees who have been on a leave of absence in excess of 13 weeks during the plan year will have their award
reduced on a pro-rata basis to reflect their actual contribution.
IV. PERFORMANCE COMPENSATION OPPORTUNITY FOR FINANC IAL PERFORMANCE

The Compensation Committee of the Board of Directors will establish Minimum, Target and Maximum levels for each financial
measurement.

The Executive Staff will assign participants to a specific Business Unit/Subsidiary for the performance compensation opportunity
for Financial Performance.

Below is a summary of the performance compensation opportunity for the Plan Year.

Grade Financial Component Personal Team
D 20% 0-14%
E 10% 0-14%

Opportunity for participants in Grades A, B and C will be individualized as determined by the Compensation Committee or the
Executive Staff.

The “Financial Performance” component of awards (Business Unit, Company, sub-unit, and/or other measurement), will begin
once the Minimum level has been attained for Operating Profit. None of the other financial components will result in an award
unless the Minimum level for Operating Profit has been met. Performance, which reaches or exceeds the Maximum value of the
measure, will result in awards at 200 percent of Target opportunity. Award amounts for levels of achievement between Minimum
and Target and between Target and Maximum will be prorated according to the level of achievement.

Financial awards will be prorated for transfers between units (Business Unit and/or Company) according to the length of service
by months in each unit during the Plan Year.
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V. PERFORMANCE COMPENSATION OPPORTUNITY for PERSONA L/TEAM PERFORMANCE

An Operating Profit “threshold” may be established, which must be achieved in order to make available a bonus opportunity to
recognize the Personal/Team performance. If established, meeting this threshold would result in a Personal/Team opportunity
payout. This threshold can be different than the Minimum Operating Profit level necessary to create a Financial Performance
opportunity.

No awards for Personal/Team performance will be paid if a Threshold is established and is not met.

The “total pool” for Personal/Team performance of participants would typically average about 10 percent of the base
compensation of participants, if the Operating Profit metric meets or exceeds Target. Performance below Target could result in the
total pool being reduced to a lesser amount. The Business Unit Executive and the Executive Staff will decide allocation of the pool
among eligible participants based on their performance throughout the plan year relative to achieving established goals and
objectives.

VI. PAYMENT

Distribution of any performance compensation awards under the Plan to participants will be no later than March 15 of the year
following the Plan Year.

VIIl. GENERAL PROVISIONS

The Executive Staff has authority to make administrative decisions in the interests of the Plan.

The Board of Directors, through its Compensation Committee, shall have final and conclusive authority for interpretation,
application, and possible modification of this Plan or established targets. The Board of Directors reserves the right to amend or
terminate the Plan at any time. Subject to the preceding sentences, any determination by the Company’s independent
accountants shall be final and conclusive as it relates to the calculation of financial results.

This Plan is not a contract of employment.



Exhibit 10z

BRUSH ENGINEERED MATERIALS INC.

Agreement Relating to Restricted Shares

WHEREAS, , (the “Grantee”) is an employee of Brush Engineered Materials Inc., an Ohio corporation
(the “Corporation”) or a Subsidiary; and

WHEREAS, the execution of an agreement in the form hereof (this “Agreement”) has been authorized by a resolution of the
Compensation Committee (the “Committee”) of the Board of Directors of the Corporation that was duly adopted on February 2,
2010;

NOW, THEREFORE, pursuant to the Corporation’s 2006 Stock Incentive Plan (the “Plan”), the Corporation hereby confirms
to the Grantee the grant, effective on February 22, 2010 (the “Date of Grant”), of Restricted Shares (as defined
in the Plan), subject to the terms and conditions of the Plan and the following additional terms, conditions, limitations and
restrictions:

ARTICLE |
DEFINITIONS

All terms used herein with initial capital letters that are defined in the Plan shall have the meanings assigned to them in the
Plan when used herein with initial capital letters, shall have the following meaning:

ARTICLE Il
CERTAIN TERMS OF RESTRICTED SHARES

1. Issuance of Restricted Shares . The Restricted Shares covered by this Agreement shall be issued to the Grantee on the
Date of Grant. The Common Shares subject to this grant of Restricted Shares shall be fully paid and nonassessable.

2. Restrictions on Transfer of Shares . The Common Shares subject to this grant of Restricted Shares may not be sold,
exchanged, assigned, transferred, pledged,




encumbered or otherwise disposed of by the Grantee, except to the Corporation, until the Restricted Shares have become
nonforfeitable as provided in Section 3 of this Article II; provided , however , that the Grantee’s rights with respect to such
Common Shares may be transferred by will or pursuant to the laws of descent and distribution. Any purported transfer or
encumbrance in violation of the provisions of this Section 2 of this Article Il shall be void, and the other party to any such purported
transaction shall not obtain any rights to or interest in such Common Shares. The Corporation in its sole discretion, when and as
permitted by the Plan, may waive the restrictions on transferability with respect to all or a portion of the Common Shares subject to
this grant of Restricted Shares.

3. Vesting of Restricted Shares .

(a) All of the Restricted Shares covered by this Agreement shall become nonforfeitable if the Grantee shall have remained in
the continuous employ of the Corporation or a Subsidiary for three years from the Date of Grant.

(b) Notwithstanding the provisions of Section 3(a) of this Article Il, all of the Restricted Shares covered by this Agreement
shall immediately become nonforfeitable (i) if the Grantee dies or becomes permanently disabled while in the employ of the
Corporation or a Subsidiary during the three-year period from the Date of Grant, or (ii) if a Change in Control (as defined below
in Section 3(d) of this Article 1) occurs during the three-year period from the Date of Grant while the Grantee is employed by the
Corporation or a Subsidiary.

(c) Notwithstanding the provisions of Section 3(a) of this Article Il, if the Grantee retires under a retirement plan of the
Corporation or a Subsidiary at or after normal retirement age provided for in such retirement plan or retires at an earlier age
with the consent of the Committee, a portion of the Restricted Shares covered by this Agreement shall become nonforfeitable.
The number of Restricted Shares that shall become nonforfeitable shall be determined by multiplying the total number of
Restricted




Shares granted hereunder by the number of months the Grantee remained in the continuous employ of the Corporation or a
Subsidiary between the Date of Grant and the effective date of such retirement divided by 36. The Committee may, however,
provide that more than such fraction shall become nonforfeitable in its discretion pursuant to Section 19(c) of the Plan.

(d) For purposes of this Agreement, “Change in Control” means:

(i) The acquisition by any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”)) (a “Person”) of beneficial ownership (within the meaning of Rule
13d-3 promulgated under the Exchange Act) of voting securities of the Corporation where such acquisition causes such
Person to own (A) 20% or more of the combined voting power of the then outstanding voting securities of the Corporation
entitled to vote generally in the election of directors (the “Outstanding Corporation Voting Securities”) without the approval of
the Incumbent Board as defined in (ii) below or (B) 35% or more of the Outstanding Voting Securities of the Corporation with
the approval of the Incumbent Board; provided, however , that for purposes of this subsection (i), the following acquisitions
shall not be deemed to result in a Change of Control: (I) any acquisition directly from the Corporation that is approved by the
Incumbent Board (as defined in subsection (ii), below), (II) any acquisition by the Corporation or a subsidiary of the
Corporation, (lll) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by the Corporation
or any corporation controlled by the Corporation, (V) any acquisition by any Person pursuant to a transaction described in
clauses (A), (B) and (C) of subsection (iii) below, or (V) any acquisition by, or other Business Combination (as defined in (iii)
below) with, a person or group of which employees of the Corporation or any subsidiary of the
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Corporation control a greater than 25% interest (a “MBO”) but only if the Grantee is one of those employees of the
Corporation or any subsidiary of the Corporation that are participating in the MBO; provided, further , that if any Person’s
beneficial ownership of the Outstanding Corporation Voting Securities reaches or exceeds 20% or 35%, as the case may be,
as a result of a transaction described in clause (1) or (Il) above, and such Person subsequently acquires beneficial ownership
of additional voting securities of the Corporation, such subsequent acquisition shall be treated as an acquisition that causes
such Person to own 20% or 35% or more, as the case may be, of the Outstanding Corporation Voting Securities; and
provided, further , that if at least a majority of the members of the Incumbent Board determines in good faith that a Person
has acquired beneficial ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 20% or more
of the Outstanding Corporation Voting Securities inadvertently, and such Person divests as promptly as practicable a
sufficient number of shares so that such Person beneficially owns (within the meanings of Rule 13d-3 promulgated under the
Exchange Act) less than 20% of the Outstanding Corporation Voting Securities, then no Change of Control shall have
occurred as a result of such Person’s acquisition; or

(ii) individuals who, as of the date hereof, constitute the Board (the “Incumbent Board” (as modified by this clause (ii))
cease for any reason to constitute at least a majority of the Board; provided, however , that any individual becoming a
director subsequent to the date hereof whose election, or nomination for election by the Corporation’s shareholders, was
approved by a vote of at least a majority of the directors then comprising the Incumbent Board (either by a specific vote or by
approval of the proxy statement of the Corporation in which such person is named as a hominee for director, without
objection to such




nomination) shall be considered as though such individual were a member of the Incumbent Board, but excluding, for this
purpose, any such individual whose initial assumption of office occurs as a result of an actual or threatened election contest
with respect to the election or removal of directors or other actual or threatened solicitation of proxies or consents by or on
behalf of a Person other than the Board; or

(iif) the consummation of a reorganization, merger or consolidation or sale or other disposition of all or substantially all of
the assets of the Corporation or the acquisition of assets of another corporation, or other transaction (“Business
Combination”) excluding, however, such a Business Combination pursuant to which (A) the individuals and entities who were
the ultimate beneficial owners of voting securities of the Corporation immediately prior to such Business Combination
beneficially own, directly or indirectly, more than 65% of, respectively, the then outstanding shares of common stock and the
combined voting power of the then outstanding voting securities entitled to vote generally in the election of directors, as the
case may be, of the entity resulting from such Business Combination (including, without limitation, an entity that as a result of
such transaction owns the Corporation or all or substantially all of the Corporation’s assets either directly or through one or
more subsidiaries), (B) no Person (excluding any employee benefit plan (or related trust) of the Corporation, the Corporation
or such entity resulting from such Business Combination) beneficially owns, directly or indirectly (I) 20% or more, if such
Business Combination is approved by the Incumbent Board or (II) 35% or more, if such Business Combination is not
approved by the Incumbent Board, of the combined voting power of the then outstanding securities entitled to vote generally
in the election of directors of the entity resulting from such Business Combination and
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(C) at least a majority of the members of the board of directors of the corporation resulting from such Business Combination
were members of the Incumbent Board at the time of the execution of the initial agreement, or of the action of the Board,
providing for such Business Combination; or

(iv) approval by the shareholders of the Corporation of a complete liquidation or dissolution of the Corporation except
pursuant to a Business Combination described in clauses (A), (B) and (C) of subsection (iii), above.

4. Book Entry; Stock Certificates . The Common Shares subject to this grant of Restricted Shares shall be uncertificated
and evidenced by book entry only until the Restricted Shares become nonforfeitable pursuant to Section 3(a) of this Article 1. At
such time, a Certificate or Certificates representing such shares (less any shares withheld for taxes pursuant to Section 2 of
Article 11l hereof) shall be delivered to the Grantee.

5. Forfeiture of Shares . The Restricted Shares shall be forfeited, except as otherwise provided in Section 3(b) or 3(c)
above, if the Grantee ceases to be employed by the Corporation or a Subsidiary prior to three years from the Date of Grant.

6. Dividend, Voting and Other Rights .

(a) Except as otherwise provided herein, from and after the Date of Grant, the Grantee shall have all of the rights of a
shareholder with respect to the Restricted Shares covered by this Agreement, including the right to vote such Restricted Shares
and receive any dividends that may be paid thereon; provided , however , that any additional Common Shares or other
securities that the Grantee may become entitled to receive pursuant to a stock dividend, stock split, combination of shares,
recapitalization, merger, consolidation, separation or reorganization or any other change in the capital structure of the
Corporation shall be subject to the same restrictions as the Restricted Shares covered by this Agreement.
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(b) Cash dividends on the Restricted Shares covered by this Agreement shall be sequestered by the Corporation from and
after the Date of Grant until such time as any of such Restricted Shares become nonforfeitable in accordance with Section 3 of
this Article Il, whereupon such dividends shall be paid to the Grantee in cash to the extent such dividends are attributable to
Restricted Shares that have become nonforfeitable. To the extent that Restricted Shares covered by this Agreement are
forfeited pursuant to Section 4 of this Article Il, all the dividends sequestered with respect to such Restricted Shares shall also
be forfeited. No interest shall be payable with respect to any such dividends.

7. Effect of Detrimental Activity . Notwithstanding anything herein to the contrary, if the Grantee, either during employment
by the Corporation or a subsidiary or within one year after termination of such employment, shall engage in any Detrimental
Activity, (as hereinafter defined) and the Board shall so find, the Grantee shall:

(a) Return to the Corporation all Restricted Shares that the Grantee has not disposed of that became nonforfeitable pursuant
to this Agreement, and

(b) With respect to any Restricted Shares that the Grantee has disposed of that became nonforfeitable pursuant to this
Agreement, pay to the Corporation in cash the value of such Restricted Shares on the date such Restricted Shares became
nonforfeitable. To the extent that such amounts are not paid to the Corporation, the Corporation may, to the extent permitted by
law, set off the amounts so payable to it against any amounts that may be owing from time to time by the Corporation or a

subsidiary to the Grantee, whether as wages, deferred compensation or vacation pay or in the form of any other benefit or for
any other reason.




8. For purposes of this Agreement, the term “Detrimental Activity” shall include:

(a) (i) Engaging in any activity in violation of the Section entitled “Competitive Activity; Confidentiality; Nonsolicitation” in the
Severance Agreement between the Corporation and the Grantee, if such agreement is in effect at the date hereof, or in
violation of any corresponding provision in any other agreement between the Corporation and the Grantee in effect on the date
hereof providing for the payment of severance compensation; or

(i) If no such severance agreement is in effect as of the date hereof or if a severance agreement does not contain a
Section corresponding to “Competitive Activity; Confidentiality; Nonsolicitation”:

(A) Competitive Activity During Employment. Competing with the Corporation anywhere within the United States during
the term of the Grantee’s employment, including, without limitation:

(I) entering into or engaging in any business which competes with the business of the Corporation;

(1) soliciting customers, business, patronage or orders for, or selling, any products or services in competition with, or
for any business that competes with, the business of the Corporation;

(1) diverting, enticing or otherwise taking away any customers, business, patronage or orders of the Corporation or
attempting to do so; or

(IV) promoting or assisting, financially or otherwise, any person, firm, association, partnership, corporation or other
entity engaged in any business which competes with the business of the Corporation.




(B) Following Termination. For a period of one year following the Grantee’s termination date:

(I) entering into or engaging in any business which competes with the Corporation’s business within the Restricted
Territory (as hereinafter defined);

(1) soliciting customers, business, patronage or orders for, or selling, any products or services in competition with, or
for any business, wherever located, that competes with, the Corporation’s business within the Restricted Territory;

(1) diverting, enticing or otherwise taking away any customers, business, patronage or orders of the Corporation within
the Restricted Territory, or attempting to do so; or

(IV) promoting or assisting, financially or otherwise, any person, firm, association, partnership, corporation or other
entity engaged in any business which competes with the Corporation’s business within the Restricted Territory.

For the purposes of Sections 8(a)(ii)(A) and (B) above, inclusive, but without limitation thereof, the Grantee will be in
violation thereof if the Grantee engages in any or all of the activities set forth therein directly as an individual on the
Grantee’s own account, or indirectly as a partner, joint venturer, employee, agent, salesperson, consultant, officer and/or
director of any firm, association, partnership, corporation or other entity, or as a stockholder of any corporation in which
the Grantee or the Grantee’s spouse, child or parent owns, directly or indirectly, individually or in the aggregate, more than
five percent (5%) of the outstanding stock.




(C) “The Corporation.” For the purposes of this Section 8(a)(ii) of Article Il, the “Corporation” shall include any and all
direct and indirect subsidiaries, parents, and affiliated, or related companies of the Corporation for which the Grantee worked
or had responsibility at the time of termination of the Grantee’s employment and at any time during the two year period prior
to such termination.

(D) “The Corporation’s Business.” For the purposes of this Section 8 of Article Il inclusive, the Corporation’s business is
defined to be the manufacture, marketing and sale of high performance engineered materials serving global
telecommunications and computer, magnetic and optical data storage, aerospace and defense, automotive electronics,
industrial components and appliance markets, as further described in any and all manufacturing, marketing and sales
manuals and materials of the Corporation as the same may be altered, amended, supplemented or otherwise changed from
time to time, or of any other products or services substantially similar to or readily substitutable for any such described
products and services.

(E) “Restricted Territory.” For the purposes of Section 8(a)(ii)(B) of Article Il, the Restricted Territory shall be defined as
and limited to:

() the geographic area(s) within a one hundred mile radius of any and all of the Corporation’s location(s) in, to, or for
which the Grantee worked, to which the Grantee was assigned or had any responsibility (either direct or supervisory) at
the time of termination of the Grantee’s employment and at any time during the two-year period prior to such termination;
and

(1N all of the specific customer accounts, whether within or outside of the geographic area described in (I) above, with
which the
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Grantee had any contact or for which the Grantee had any responsibility (either direct or supervisory) at the time of
termination of the Grantee’s employment and at any time during the two-year period prior to such termination.

(F) Extension. If it shall be judicially determined that the Grantee has violated any of the Grantee’s obligations under
Section 8(a)(ii)(B) of Article II, then the period applicable to each obligation that the Grantee shall have been determined to
have violated shall automatically be extended by a period of time equal in length to the period during which such violation(s)
occurred.

(b) Non-Solicitation. Except as otherwise provided in Section 8(a)(i) of Article I, Detrimental Activity shall also include directly
or indirectly at any time soliciting or inducing or attempting to solicit or induce any employee(s), sales representative(s), agent(s)
or consultant(s) of the Corporation and/or of its parents, or its other subsidiaries or affiliated or related companies to terminate
their employment, representation or other association with the Corporation and/or its parent or its other subsidiary or affiliated or
related companies.

(c) Further Covenants. Except as otherwise provided in Section 8(a)(i) of Article I, Detrimental Activity shall also include:

(i) directly or indirectly, at any time during or after the Grantee’s employment with the Corporation, disclosing, furnishing,
disseminating, making available or, except in the course of performing the Grantee’s duties of employment, using any trade
secrets or confidential business and technical information of the Corporation or its customers or vendors, including without
limitation as to when or how the Grantee may have acquired such information. Such confidential information shall include,
without limitation, the Corporation’s unique selling, manufacturing and servicing methods and business techniques,
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training, service and business manuals, promotional materials, training courses and other training and instructional materials,
vendor and product information, customer and prospective customer lists, other customer and prospective customer
information and other business information. The Grantee specifically acknowledges that all such confidential information,
whether reduced to writing, maintained on any form of electronic media, or maintained in the Grantee’s mind or memory and
whether compiled by the Corporation, and/or the Grantee, derives independent economic value from not being readily known
to or ascertainable by proper means by others who can obtain economic value from its disclosure or use, that reasonable
efforts have been made by the Corporation to maintain the secrecy of such information, that such information is the sole
property of the Corporation and that any retention and use of such information by the Grantee during the Grantee’s
employment with the Corporation (except in the course of performing the Grantee’s duties and obligations to the Corporation)
or after the termination of the Grantee’s employment shall constitute a misappropriation of the Corporation’s trade secrets.

(i) Upon termination of the Grantee’s employment with the Corporation, for any reason, the Grantee’s failure to return to
the Corporation, in good condition, all property of the Corporation, including without limitation, the originals and all copies of
any materials which contain, reflect, summarize, describe, analyze or refer or relate to any items of information listed in
Section 8(c)(i) of Article Il of this Agreement.

(d) Discoveries and Inventions. Except as otherwise provided in Section 8(a)(i) of Article Il, Detrimental Activity shall also
include the failure or refusal of the Grantee to assign to the Corporation, its successors, assigns or nominees, all of the
Grantee’s rights to any discoveries, inventions and improvements, whether patentable or
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not, made, conceived or suggested, either solely or jointly with others, by the Grantee while in the Corporation’s employ,
whether in the course of the Grantee’s employment with the use of the Corporation’s time, material or facilities or that is in any
way within or related to the existing or contemplated scope of the Corporation’s business. Any discovery, invention or
improvement relating to any subject matter with which the Corporation was concerned during the Grantee’s employment and
made, conceived or suggested by the Grantee, either solely or jointly with others, within one year following termination of the
Grantee’s employment under this Agreement or any successor agreements shall be irrebuttably presumed to have been so
made, conceived or suggested in the course of such employment with the use of the Corporation’s time, materials or facilities.
Upon request by the Corporation with respect to any such discoveries, inventions or improvements, the Grantee will execute
and deliver to the Corporation, at any time during or after the Grantee’s employment, all appropriate documents for use in
applying for, obtaining and maintaining such domestic and foreign patents as the Corporation may desire, and all proper
assignments therefor, when so requested, at the expense of the Corporation, but without further or additional consideration.

(e) Work Made For Hire. Except as otherwise provided in Section 8(a)(i) of Article 1l, Detrimental Activity shall also include
violation of the Corporation’s rights in any or all work papers, reports, documentation, drawings, photographs, negatives, tapes
and masters therefore, prototypes and other materials (hereinafter, “items”), including without limitation, any and all such items
generated and maintained on any form of electronic media, generated by Grantee during the Grantee’s employment with the
Corporation. The Grantee acknowledges that, to the extent permitted by law, all such items shall be considered a “work made
for hire” and that ownership of any and all copyrights in any and all such items shall belong to the Corporation. The item will
recognize the
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Corporation as the copyright owner, will contain all proper copyright notices, e.g., “(creation date) [Corporation’s Name], All

Rights Reserved,” and will be in condition to be registered or otherwise placed in compliance with registration or other statutory
requirements throughout the world.

() Termination for Cause. Except as otherwise provided in Section 8(a)(i) of Article II, Detrimental Activity shall also include
activity that results in termination for Cause. For the purposes of this Section, “Cause” shall mean that, the Grantee shall have:

(i) been convicted of a criminal violation involving fraud, embezzlement, theft or violation of federal antitrust statutes or

federal securities laws in connection with his duties or in the course of his employment with the Corporation or any affiliate of
the Corporation;

(i) committed intentional wrongful damage to property of the Corporation or any affiliate of the Corporation; or

(iif) committed intentional wrongful disclosure of secret processes or confidential information of the Corporation or any
affiliate of the Corporation; and any such act shall have been demonstrably and materially harmful to the Corporation.

(g) Other Injurious Conduct. Detrimental Activity shall also include any other conduct or act determined to be injurious,
detrimental or prejudicial to any significant interest of the Corporation or any subsidiary unless the Grantee acted in good faith
and in a manner he or she reasonably believed to be in or not opposed to the best interests of the Corporation.

(h) Reasonableness. The Grantee acknowledges that the Grantee’s obligations under this Section 8 of Article Il are
reasonable in the context of the nature of the Corporation’s business and the competitive injuries likely to be sustained by the
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Corporation if the Grantee were to violate such obligations. The Grantee further acknowledges that this Agreement is made in
consideration of, and is adequately supported by the agreement of the Corporation to perform its obligations under this
Agreement and by other consideration, which the Grantee acknowledges constitutes good, valuable and sufficient
consideration.

ARTICLE Il
GENERAL PROVISIONS

1. Compliance with Law . The Corporation shall make reasonable efforts to comply with all applicable federal and state
securities laws; provided , however , notwithstanding any other provision of this Agreement, the Corporation shall not be obligated
to issue any Common Shares pursuant to this Agreement if the issuance thereof would result in a violation of any such law.

2. Withholding Taxes . If the Corporation or any Subsidiary shall be required to withhold any federal, state, local or foreign
tax in connection with any issuance or vesting of Common Shares or other securities pursuant to this Agreement, the Grantee
shall pay the tax or make provisions that are satisfactory to the Corporation or such Subsidiary for the payment thereof. The
Grantee may elect to satisfy all or any part of any such withholding obligation by surrendering to the Corporation or such
Subsidiary a portion of the Common Shares that are issued or transferred to the Grantee or that become nontransferable by the
Grantee hereunder, and the Common Shares so surrendered by the Grantee shall be credited against any such withholding
obligation at the Market Value per Share of such Common Shares on the date of such surrender.

3. Continuous Employment . For purposes of this Agreement, the continuous employment of the Grantee with the
Corporation or a Subsidiary shall not be deemed to have been interrupted, and the Grantee shall not be deemed to have ceased
to be
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an employee of the Corporation or a Subsidiary, by reason of the transfer of his employment among the Corporation and its
Subsidiaries or a leave of absence approved by the Board.

4. No Employment Contract; Right to Terminate Employment . The grant of the Restricted Shares to the Grantee is a
voluntary, discretionary award being made on a one-time basis and it does not constitute a commitment to make any future
awards. The grant of the Restricted Shares and any payments made hereunder will not be considered salary or other
compensation for purposes of any severance pay or similar allowance, except as otherwise required by law. Nothing in this
Agreement will give the Grantee any right to continue employment with the Corporation or any Subsidiary, as the case may be, or
interfere in any way with the right of the Corporation or a Subsidiary to terminate the employment of the Grantee at any time.

5. Relation to Other Benefits . Any economic or other benefit to the Grantee under this Agreement or the Plan shall not be
taken into account in determining any benefits to which the Grantee may be entitled under any profit-sharing, retirement or other
benefit or compensation plan maintained by the Corporation or a Subsidiary and shall not affect the amount of any life insurance
coverage available to any beneficiary under any life insurance plan covering employees of the Corporation or a Subsidiary.

6. Information . Information about the Grantee and the Grantee’s participation in the Plan may be collected, recorded and
held, used and disclosed for any purpose related to the administration of the Plan. The Grantee understands that such processing
of this information may need to be carried out by the Corporation and its Subsidiaries and by third party administrators whether
such persons are located within the Grantee’s country or elsewhere, including the United States of America. The Grantee
consents to the processing of information relating to the Grantee and the Grantee’s participation in the Plan in any one or more of
the ways referred to above.
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7. Amendments . Any amendment to the Plan shall be deemed to be an amendment to this Agreement to the extent that the
amendment is applicable hereto; provided , however , that no amendment shall adversely affect the rights of the Grantee with
under this Agreement without the Grantee’s consent.

8. Severability . In the event that one or more of the provisions of this Agreement shall be invalidated for any reason by a
court of competent jurisdiction, any provision so invalidated shall be deemed to be separable from the other provisions hereof, and
the remaining provisions hereof shall continue to be valid and fully enforceable.

9. Governing Law . This agreement is made under, and shall be construed in accordance with, the internal substantive laws
of the State of Ohio.

The undersigned Grantee hereby accepts the award granted pursuant to this Agreement on the terms and conditions set forth
herein.

Dated:

Grantee

Executed in the name of and on behalf of the Corporation at Cleveland, Ohio as of this 15th day of March, 2010.
BRUSH ENGINEERED MATERIALS INC.

By
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Exhibit 10aa

BRUSH ENGINEERED MATERIALS INC.

Restricted Stock Units Agreement

WHEREAS, , (the “Grantee”) is an employee of Brush Engineered Materials Inc., an Ohio corporation (the
“Corporation”) or a Subsidiary; and

WHEREAS, the execution of an agreement in the form hereof (this “Agreement”) has been authorized by a resolution of the
Compensation Committee (the “Committee”) of the Board of Directors of the Corporation that was duly adopted on February
2010;

NOW, THEREFORE, pursuant to the Corporation’s 2006 Stock Incentive Plan (the “Plan”), the Corporation hereby confirms
to the Grantee the grant, effective on February __, 2010 (the “Date of Grant”), of Restricted Stock Units (as defined
in the Plan) (“RSUs"), subject to the terms and conditions of the Plan and the following additional terms, conditions, limitations and
restrictions:

ARTICLE |
DEFINITIONS

All terms used herein with initial capital letters that are defined in the Plan shall have the meanings assigned to them in the
Plan when used herein with initial capital letters.

ARTICLE Il
CERTAIN TERMS OF RESTRICTED STOCK UNITS

1. Payment of RSUs . The RSUs covered by this Agreement shall become payable to the Grantee if they become
nonforfeitable in accordance with Section 3 of this Article II.

2. RSUs Not Transferable . The RSUs covered by the Agreement shall not be transferable other than by will or pursuant to
the laws of descent and distribution prior to payment.




3. Vesting of RSUs .

(a) Subject to the provisions of Sections 3(b) and 3(c) of this Article Il, all of the RSUs covered by this Agreement shall
become nonforfeitable if the Grantee shall have remained in the continuous employ of the Corporation or a Subsidiary for three
years from the Date of Grant.

(b) Notwithstanding the provisions of Section 3(a) of this Article Il, all of the RSUs covered by this Agreement shall
immediately become nonforfeitable (i) if the Grantee dies or becomes permanently disabled (as hereinafter defined) while in the
employ of the Corporation or a Subsidiary during the three-year period from the Date of Grant, or (ii) if a Change in Control (as
defined below in Section 3(d) of this Article 1l) occurs during the three-year period from the Date of Grant while the Grantee is
employed by the Corporation or a Subsidiary. The Grantee shall be considered to have become permanently disabled if the
Grantee has suffered a permanent disability within the meaning of the long-term disability plan in effect for, or applicable to, the
Grantee and is “disabled” within the meaning of Section 409A(a)(2)(C) of the Code. However, if the Change in Control does not
constitute a “change in control” for purposes of Section 409A(a)(2)(A)(v) of the Code, then payment for the RSUs will be made
upon the earliest of (1) the Grantee’s “separation from service” with the Corporation and its Subsidiaries within the meaning of
Section 409A(a)(2)(A)(i) of the Code (or, if the Grantee is a “specified employee” as determined pursuant to identification
methodology adopted by the Corporation in compliance with Section 409A of the Code, the date of payment shall be the first
business day of the seventh month after the date of the Grantee’s separation from service with the Corporation and its
Subsidiaries within the meaning of Section 409A(a)(2)(A)(i) of the Code), (2) the applicable vesting date under Section 3(a) of
this




Article 11, (3) the Grantee’s death, or (4) the Grantee’s permanent disability (as defined herein).

(c) Notwithstanding the provisions of Section 3(a) of this Article Il, if the Grantee should Retire (as hereinafter defined), a
portion of the RSUs covered by this Agreement shall become nonforfeitable. The number of RSUs that shall become
nonforfeitable shall be determined by multiplying the total number of RSUs granted hereunder by the number of months the
Grantee remained in the continuous employ of the Corporation or a Subsidiary between the Date of Grant and the effective
date of such retirement divided by 36. The Committee may, however, provide that more than such fraction shall become
nonforfeitable in its discretion pursuant to Section 19(c) of the Plan. “Retire” shall mean the Grantee’s retirement under a
retirement plan of the Corporation or a Subsidiary at or after normal retirement age provided for in such retirement plan or
retirement at an earlier age with the consent of the Committee, or if any such retirement does not constitute a separation from
service with the Corporation and its Subsidiaries within the meaning of Section 409A(a)(2)(A)(i) of the Code, the Grantee’s later
separation from service. Notwithstanding the foregoing, if the Grantee is a “specified employee” as determined pursuant to
identification methodology adopted by the Corporation in compliance with Section 409A of the Code, the date of payment for
the RSUs shall be the first business day of the seventh month after the date of the Grantee’s separation from service with the
Corporation and its Subsidiaries within the meaning of Section 409A(a)(2)(A)(i) of the Code.

(d) For purposes of this Agreement, “Change in Control” means:
(i) The acquisition by any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”)) (a “Person”) of beneficial ownership (within
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the meaning of Rule 13d-3 promulgated under the Exchange Act) of voting securities of the Corporation where such
acquisition causes such Person to own (A) 20% or more of the combined voting power of the then outstanding voting
securities of the Corporation entitled to vote generally in the election of directors (the “Outstanding Corporation Voting
Securities”) without the approval of the Incumbent Board as defined in (ii) below or (B) 35% or more of the Outstanding
Voting Securities of the Corporation with the approval of the Incumbent Board; provided, however , that for purposes of this
subsection (i), the following acquisitions shall not be deemed to result in a Change of Control: (I) any acquisition directly from
the Corporation that is approved by the Incumbent Board (as defined in subsection (ii), below), (II) any acquisition by the
Corporation or a subsidiary of the Corporation, (lll) any acquisition by any employee benefit plan (or related trust) sponsored
or maintained by the Corporation or any corporation controlled by the Corporation, (IV) any acquisition by any Person
pursuant to a transaction described in clauses (A), (B) and (C) of subsection (iii) below, or (V) any acquisition by, or other
Business Combination (as defined in (iii) below) with, a person or group of which employees of the Corporation or any
subsidiary of the Corporation control a greater than 25% interest (a “MBQ”) but only if the Grantee is one of those employees
of the Corporation or any subsidiary of the Corporation that are participating in the MBO; provided, further , that if any
Person’s beneficial ownership of the Outstanding Corporation Voting Securities reaches or exceeds 20% or 35%, as the
case may be, as a result of a transaction described in clause (1) or (ll) above, and such Person subsequently acquires
beneficial ownership of additional voting securities of the Corporation, such subsequent acquisition shall be treated as an
acquisition that causes such




Person to own 20% or 35% or more, as the case may be, of the Outstanding Corporation Voting Securities; and provided,
further , that if at least a majority of the members of the Incumbent Board determines in good faith that a Person has
acquired beneficial ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 20% or more of
the Outstanding Corporation Voting Securities inadvertently, and such Person divests as promptly as practicable a sufficient
number of shares so that such Person beneficially owns (within the meanings of Rule 13d-3 promulgated under the
Exchange Act) less than 20% of the Outstanding Corporation Voting Securities, then no Change of Control shall have
occurred as a result of such Person’s acquisition; or

(ii) individuals who, as of the date hereof, constitute the Board (the “Incumbent Board” (as modified by this clause (ii))
cease for any reason to constitute at least a majority of the Board; provided, however , that any individual becoming a
director subsequent to the date hereof whose election, or nomination for election by the Corporation’s shareholders, was
approved by a vote of at least a majority of the directors then comprising the Incumbent Board (either by a specific vote or by
approval of the proxy statement of the Corporation in which such person is named as a hominee for director, without
objection to such nomination) shall be considered as though such individual were a member of the Incumbent Board, but
excluding, for this purpose, any such individual whose initial assumption of office occurs as a result of an actual or
threatened election contest with respect to the election or removal of directors or other actual or threatened solicitation of
proxies or consents by or on behalf of a Person other than the Board; or
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(iif) the consummation of a reorganization, merger or consolidation or sale or other disposition of all or substantially all of
the assets of the Corporation or the acquisition of assets of another corporation, or other transaction (“Business
Combination”) excluding, however, such a Business Combination pursuant to which (A) the individuals and entities who were
the ultimate beneficial owners of voting securities of the Corporation immediately prior to such Business Combination
beneficially own, directly or indirectly, more than 65% of, respectively, the then outstanding shares of common stock and the
combined voting power of the then outstanding voting securities entitled to vote generally in the election of directors, as the
case may be, of the entity resulting from such Business Combination (including, without limitation, an entity that as a result of
such transaction owns the Corporation or all or substantially all of the Corporation’s assets either directly or through one or
more subsidiaries), (B) no Person (excluding any employee benefit plan (or related trust) of the Corporation, the Corporation
or such entity resulting from such Business Combination) beneficially owns, directly or indirectly (I) 20% or more, if such
Business Combination is approved by the Incumbent Board or (II) 35% or more, if such Business Combination is not
approved by the Incumbent Board, of the combined voting power of the then outstanding securities entitled to vote generally
in the election of directors of the entity resulting from such Business Combination and (C) at least a majority of the members
of the board of directors of the corporation resulting from such Business Combination were members of the Incumbent Board
at the time of the execution of the initial agreement, or of the action of the Board, providing for such Business Combination;
or




(iv) approval by the shareholders of the Corporation of a complete liquidation or dissolution of the Corporation except
pursuant to a Business Combination described in clauses (A), (B) and (C) of subsection (iii), above.

4. Form and Time of Payment of RSUs . Except as otherwise provided for in Section 2 of Article Ill, payment for the RSUs
shall be made in form of the cash at the time they become nonforfeitable or otherwise become payable in accordance with
Section 3 of this Article Il. The cash payment shall be equal to (a) Market Value per Share on the date the RSUs become
nonforfeitable times (b) the number of RSUs covered by this Agreement plus any dividend equivalents accrued on the RSUs since
the Date of Grant (as provided in Section 6 of this Article Il below). Payments will be made in U.S. Dollars, less any applicable
federal, state, local or foreign withholding taxes. For the avoidance of doubt, in no event shall the Grantee be entitled to receive
payment in any form other than cash, and under no circumstances shall the Grantee be entitled to receive Common Shares or any
other security hereunder.

5. Forfeiture of RSUs . The RSUs shall be forfeited, except as otherwise provided in Section 3(b) or 3(c) of this Article Il
above, if the Grantee ceases to be employed by the Corporation or a Subsidiary prior to three years from the Date of Grant.

6. Dividend Equivalents . From and after the Date of Grant and until the earlier of (a) the time when the RSUs become
nonforfeitable and payable in accordance with Section 3 of this Article Il or (b) the time when the Grantee’s right to receive cash
payment of RSUs is forfeited in accordance with Section 4 of this Article Il, on the date that the Corporation pays a cash dividend
(if any) to holders of Common Shares generally, the Grantee shall be entitled to a number of additional whole RSUs determined
by dividing (i) the product of (A) the dollar amount of the cash dividend paid per Common Share on such date and (B) the total
number of RSUs (including dividend equivalents paid thereon) previously credited to the Grantee as of such date, by (ii) the
Market Value per Share on such date. Such dividend




equivalents (if any) shall be subject to the same terms and conditions and shall be paid or forfeited in the same manner and at the
same time as the RSUs to which the dividend equivalents were credited.

7. Effect of Detrimental Activity . Notwithstanding anything herein to the contrary, if the Grantee, either during employment
by the Corporation or a Subsidiary or within one year after termination of such employment, shall engage in any Detrimental
Activity, (as hereinafter defined) and the Board shall so find, the Grantee shall:

(a) Forfeit all RSUs held by the Grantee, and

(b) With respect to any RSUs that have become nonforfeitable and been paid pursuant to this Agreement, pay to the
Corporation in cash an amount equal to the payment Grantee received when the RSUs become nonforfeitable. To the extent
that such amount is not paid to the Corporation, the Corporation may, to the extent permitted by law, set off the amount so
payable to it against any amounts that may be owing from time to time by the Corporation or a Subsidiary to the Grantee,
whether as wages, deferred compensation or vacation pay or in the form of any other benefit or for any other reason.

8. For purposes of this Agreement, the term “Detrimental Activity” shall include:

(a) (i) Engaging in any activity in violation of the Section entitled “Competitive Activity; Confidentiality; Nonsolicitation” in the
Severance Agreement between the Corporation and the Grantee, if such agreement is in effect at the date hereof, or in
violation of any corresponding provision in any other agreement between the Corporation and the Grantee in effect on the date
hereof providing for the payment of severance compensation; or
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(i) If no such severance agreement is in effect as of the date hereof or if a severance agreement does not contain a
Section corresponding to “Competitive Activity; Confidentiality; Nonsolicitation”:

(A) Competitive Activity During Employment. Competing with the Corporation anywhere within the United States during
the term of the Grantee’s employment, including, without limitation:

(I) entering into or engaging in any business which competes with the business of the Corporation;

(1) soliciting customers, business, patronage or orders for, or selling, any products or services in competition with, or
for any business that competes with, the business of the Corporation;

(1) diverting, enticing or otherwise taking away any customers, business, patronage or orders of the Corporation or
attempting to do so; or

(IV) promoting or assisting, financially or otherwise, any person, firm, association, partnership, corporation or other
entity engaged in any business which competes with the business of the Corporation.

(B) Following Termination. For a period of one year following the Grantee’s termination date:

() entering into or engaging in any business which competes with the Corporation’s business within the Restricted
Territory (as hereinafter defined);

(1) soliciting customers, business, patronage or orders for, or selling, any products or services in competition with, or
for any business,




wherever located, that competes with, the Corporation’s business within the Restricted Territory;

(1) diverting, enticing or otherwise taking away any customers, business, patronage or orders of the Corporation within
the Restricted Territory, or attempting to do so; or

(IV) promoting or assisting, financially or otherwise, any person, firm, association, partnership, corporation or other
entity engaged in any business which competes with the Corporation’s business within the Restricted Territory.

For the purposes of Sections 8(a)(ii)(A) and (B) above, inclusive, but without limitation thereof, the Grantee will be in
violation thereof if the Grantee engages in any or all of the activities set forth therein directly as an individual on the
Grantee’s own account, or indirectly as a partner, joint venturer, employee, agent, salesperson, consultant, officer and/or
director of any firm, association, partnership, corporation or other entity, or as a stockholder of any corporation in which
the Grantee or the Grantee’s spouse, child or parent owns, directly or indirectly, individually or in the aggregate, more than
five percent (5%) of the outstanding stock.

(C) “The Corporation.” For the purposes of this Section 8(a)(ii) of Article Il, the “Corporation” shall include any and all
direct and indirect subsidiaries, parents, and affiliated, or related companies of the Corporation for which the Grantee worked
or had responsibility at the time of termination of the Grantee’s employment and at any time during the two year period prior
to such termination.
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(D) “The Corporation’s Business.” For the purposes of this Section 8 of Article Il inclusive, the Corporation’s business is
defined to be the manufacture, marketing and sale of high performance engineered materials serving global
telecommunications and computer, magnetic and optical data storage, aerospace and defense, automotive electronics,
industrial components and appliance markets, as further described in any and all manufacturing, marketing and sales
manuals and materials of the Corporation as the same may be altered, amended, supplemented or otherwise changed from
time to time, or of any other products or services substantially similar to or readily substitutable for any such described
products and services.

(E) “Restricted Territory.” For the purposes of Section 8(a)(ii)(B) of Article Il, the Restricted Territory shall be defined as
and limited to:

(I) the geographic area(s) within a one hundred mile radius of any and all of the Corporation’s location(s) in, to, or for
which the Grantee worked, to which the Grantee was assigned or had any responsibility (either direct or supervisory) at
the time of termination of the Grantee’s employment and at any time during the two-year period prior to such termination;
and

(I all of the specific customer accounts, whether within or outside of the geographic area described in (I) above, with
which the Grantee had any contact or for which the Grantee had any responsibility (either direct or supervisory) at the time
of termination of the Grantee’s employment and at any time during the two-year period prior to such termination.
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(F) Extension. If it shall be judicially determined that the Grantee has violated any of the Grantee’s obligations under
Section 8(a)(ii)(B) of Article II, then the period applicable to each obligation that the Grantee shall have been determined
to have violated shall automatically be extended by a period of time equal in length to the period during which such
violation(s) occurred.

(b) Non-Solicitation. Except as otherwise provided in Section 8(a)(i) of Article II, Detrimental Activity shall also include
directly or indirectly at any time soliciting or inducing or attempting to solicit or induce any employee(s), sales representative
(s), agent(s) or consultant(s) of the Corporation and/or of its parents, or its other subsidiaries or affiliated or related
companies to terminate their employment, representation or other association with the Corporation and/or its parent or its
other subsidiary or affiliated or related companies.

(c) Further Covenants. Except as otherwise provided in Section 8(a)(i) of Article I, Detrimental Activity shall also include:

(i) directly or indirectly, at any time during or after the Grantee’s employment with the Corporation, disclosing,
furnishing, disseminating, making available or, except in the course of performing the Grantee’s duties of employment,
using any trade secrets or confidential business and technical information of the Corporation or its customers or vendors,
including without limitation as to when or how the Grantee may have acquired such information. Such confidential
information shall include, without limitation, the Corporation’s unique selling, manufacturing and servicing methods and
business techniques, training, service and business manuals, promotional materials, training courses and other training
and instructional materials, vendor and product information, customer and prospective customer lists, other customer and
prospective
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customer information and other business information. The Grantee specifically acknowledges that all such confidential
information, whether reduced to writing, maintained on any form of electronic media, or maintained in the Grantee’s mind
or memory and whether compiled by the Corporation, and/or the Grantee, derives independent economic value from not
being readily known to or ascertainable by proper means by others who can obtain economic value from its disclosure or
use, that reasonable efforts have been made by the Corporation to maintain the secrecy of such information, that such
information is the sole property of the Corporation and that any retention and use of such information by the Grantee
during the Grantee’s employment with the Corporation (except in the course of performing the Grantee’s duties and
obligations to the Corporation) or after the termination of the Grantee’s employment shall constitute a misappropriation of
the Corporation’s trade secrets.

(i) Upon termination of the Grantee’s employment with the Corporation, for any reason, the Grantee’s failure to return
to the Corporation, in good condition, all property of the Corporation, including without limitation, the originals and all
copies of any materials which contain, reflect, summarize, describe, analyze or refer or relate to any items of information
listed in Section 8(c)(i) of Article Il of this Agreement.

(d) Discoveries and Inventions. Except as otherwise provided in Section 8(a)(i) of Article Il, Detrimental Activity shall also

include the failure or refusal of the Grantee to assign to the Corporation, its successors, assigns or nominees, all of the
Grantee’s rights to any discoveries, inventions and improvements, whether patentable or not, made, conceived or suggested,
either solely or jointly with others, by the Grantee while in the Corporation’s employ, whether in the course of the Grantee’s
employment
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with the use of the Corporation’s time, material or facilities or that is in any way within or related to the existing or
contemplated scope of the Corporation’s business. Any discovery, invention or improvement relating to any subject matter
with which the Corporation was concerned during the Grantee’s employment and made, conceived or suggested by the
Grantee, either solely or jointly with others, within one year following termination of the Grantee’s employment under this
Agreement or any successor agreements shall be irrebuttably presumed to have been so made, conceived or suggested in
the course of such employment with the use of the Corporation’s time, materials or facilities. Upon request by the
Corporation with respect to any such discoveries, inventions or improvements, the Grantee will execute and deliver to the
Corporation, at any time during or after the Grantee’s employment, all appropriate documents for use in applying for,
obtaining and maintaining such domestic and foreign patents as the Corporation may desire, and all proper assignments
therefor, when so requested, at the expense of the Corporation, but without further or additional consideration.

(e) Work Made For Hire. Except as otherwise provided in Section 8(a)(i) of Article Il, Detrimental Activity shall also include
violation of the Corporation’s rights in any or all work papers, reports, documentation, drawings, photographs, negatives,
tapes and masters therefore, prototypes and other materials (hereinafter, “items”), including without limitation, any and all
such items generated and maintained on any form of electronic media, generated by Grantee during the Grantee’s
employment with the Corporation. The Grantee acknowledges that, to the extent permitted by law, all such items shall be
considered a “work made for hire” and that ownership of any and all copyrights in any and all such items shall belong to the
Corporation. The item will recognize the Corporation as the copyright owner, will contain all proper copyright notices, e.g.,
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“(creation date) [Corporation’s Name], All Rights Reserved,” and will be in condition to be registered or otherwise placed in
compliance with registration or other statutory requirements throughout the world.

() Termination for Cause. Except as otherwise provided in Section 8(a)(i) of Article II, Detrimental Activity shall also
include activity that results in termination for Cause. For the purposes of this Section, “Cause” shall mean that, the Grantee
shall have:

(i) been convicted of a criminal violation involving fraud, embezzlement, theft or violation of federal antitrust statutes or
federal securities laws in connection with his duties or in the course of his employment with the Corporation or any affiliate
of the Corporation;

(i) committed intentional wrongful damage to property of the Corporation or any affiliate of the Corporation; or

(iif) committed intentional wrongful disclosure of secret processes or confidential information of the Corporation or any
affiliate of the Corporation; and any such act shall have been demonstrably and materially harmful to the Corporation.

(g) Other Injurious Conduct. Detrimental Activity shall also include any other conduct or act determined to be injurious,
detrimental or prejudicial to any significant interest of the Corporation or any subsidiary unless the Grantee acted in good
faith and in a manner he or she reasonably believed to be in or not opposed to the best interests of the Corporation.

(h) Reasonableness. The Grantee acknowledges that the Grantee’s obligations under this Section 8 of Article Il are
reasonable in the context of the nature of the Corporation’s business and the competitive injuries likely to be sustained by the
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Corporation if the Grantee were to violate such obligations. The Grantee further acknowledges that this Agreement is made
in consideration of, and is adequately supported by the agreement of the Corporation to perform its obligations under this
Agreement and by other consideration, which the Grantee acknowledges constitutes good, valuable and sufficient
consideration.

ARTICLE Il
GENERAL PROVISIONS

1. Compliance with Law . The Corporation shall make reasonable efforts to comply with all applicable federal and state
securities laws.

2. Dilution and Other Adjustments . The Committee shall make such adjustments in the RSUs covered by this Agreement
as such Committee in its sole discretion, exercised in good faith, may determine is equitably required to prevent dilution or
enlargement of the rights of the Grantee that otherwise would result from (a) any stock dividend, stock split, combination of
shares, recapitalization or other change in the capital structure of the Corporation, or (b) any merger, consolidation, spin-off,
reorganization, partial or complete liquidation or other distribution of assets, or issuance of warrants or other rights to purchase
securities, or (c) any other corporate transaction or event having an effect similar to any of the foregoing. In the event of any such
transaction or event, the Committee may provide in substitution for this award of RSUs such alternative consideration as it may in
good faith determine to be equitable under the circumstances and may require in connection therewith the surrender of this award
of RSUs so replaced.

3. Continuous Employment . For purposes of this Agreement, the continuous employment of the Grantee with the
Corporation or a Subsidiary shall not be deemed to have been interrupted, and the Grantee shall not be deemed to have ceased
to be
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an employee of the Corporation or a Subsidiary, by reason of the transfer of his employment among the Corporation and its
Subsidiaries or a leave of absence approved by the Board.

4. No Employment Contract; Right to Terminate Employment . The grant of the RSUs to the Grantee is a voluntary,
discretionary award being made on a one-time basis and it does not constitute a commitment to make any future awards. The
grant of the RSUs and any payments made hereunder will not be considered salary or other compensation for purposes of any
severance pay or similar allowance, except as otherwise required by law. Nothing in this Agreement will give the Grantee any right
to continue employment with the Corporation or any Subsidiary, as the case may be, or interfere in any way with the right of the
Corporation or a Subsidiary to terminate the employment of the Grantee at any time.

5. Relation to Other Benefits . Any economic or other benefit to the Grantee under this Agreement or the Plan shall not be
taken into account in determining any benefits to which the Grantee may be entitled under any profit-sharing, retirement or other
benefit or compensation plan maintained by the Corporation or a Subsidiary and shall not affect the amount of any life insurance
coverage available to any beneficiary under any life insurance plan covering employees of the Corporation or a Subsidiary.

6. Information . Information about the Grantee and the Grantee’s participation in the Plan may be collected, recorded and
held, used and disclosed for any purpose related to the administration of the Plan. The Grantee understands that such processing
of this information may need to be carried out by the Corporation and its Subsidiaries and by third party administrators whether
such persons are located within the Grantee’s country or elsewhere, including the United States of America. The Grantee
consents to the processing of information relating to the Grantee and the Grantee’s participation in the Plan in any one or more of
the ways referred to above.
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7. Amendments . Any amendment to the Plan shall be deemed to be an amendment to this Agreement to the extent that the
amendment is applicable hereto; provided , however , that no amendment shall adversely affect the rights of the Grantee with
under this Agreement without the Grantee’s consent. Notwithstanding the foregoing, the limitation requiring the consent of a
Grantee to certain amendments shall not apply to any amendment that is deemed necessary by the Corporation to ensure
compliance with Section 409A of the Code.

8. Severability . In the event that one or more of the provisions of this Agreement shall be invalidated for any reason by a
court of competent jurisdiction, any provision so invalidated shall be deemed to be separable from the other provisions hereof, and
the remaining provisions hereof shall continue to be valid and fully enforceable.

9. Governing Law . This agreement is made under, and shall be construed in accordance with, the internal substantive laws
of the State of Ohio.

10. Compliance with Section 409A of the Code . To the extent applicable, it is intended that this Agreement and the Plan
comply with the provisions of Section 409A of the Code, so that the income inclusion provisions of Section 409A(a)(1) of the Code
do not apply to the Grantee. This Agreement and the Plan shall be administered in a manner consistent with this intent. Reference
to Section 409A of the Code is to Section 409A of the Internal Revenue Code of 1986, as amended, and will also include any
regulations or any other formal guidance promulgated with respect to such Section by the U.S. Department of the Treasury or the
Internal Revenue Service.
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The undersigned Grantee hereby accepts the award granted pursuant to this Agreement on the terms and conditions set forth
herein.

Dated:

Grantee

Executed in the name of and on behalf of the Corporation at Cleveland, Ohio as of this ____ day of , 2010.
BRUSH ENGINEERED MATERIALS INC.
By

[NAME]
[TITLE]
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Exhibit 10ah

BRUSH ENGINEERED MATERIALS INC.
Appreciation Rights Agreement

WHEREAS, [GRANTEE NAME] (the “Grantee”) is an employee of Brush Engineered Materials Inc. (the “Corporation”) or a
Subsidiary.

WHEREAS, the execution of an agreement in the form hereof has been authorized by a resolution of the Compensation
Committee (the “Committee”) of the Board of Directors (the “Board”) of the Corporation that was duly adopted on February 2,
20009.

NOW, THEREFORE, the Corporation hereby confirms to the Grantee the grant, effective on February 2, 2010 (the “Date of
Grant”), pursuant to the 2006 Stock Incentive Plan (the “Plan”), of Free-standing Appreciation Rights (“SARs")
subject to the terms and conditions of the Plan and the terms and conditions described below.

1. Definitions .
As used in this Agreement:
(A) “Base Price”means $ __ which was the Market Value per Share on the Date of Grant.
(B) “Detrimental Activity” shall have the meaning set forth in Section 7 of this Agreement.
(C) “Spread” means the excess of the Market value per Share on the date when an SAR is exercised over the Base Price.
(D) Capitalized terms used herein without definition shall have the meanings assigned to them in the Plan.
2. Grant of SARs .

The Corporation hereby grants to the Grantee the number of SARs set forth above. The SARs are a right to receive
Common Shares in an amount equal to 100% of the Spread at the time of exercise.

3. Vesting of SARs .

(A) The SARs granted hereby shall become exercisable after the Grantee shall have remained in the continuous employ of
the Corporation or any Subsidiary for three years from the Date of Grant, unless the Grantee ceases to be an employee of the
Corporation or any Subsidiary as described in Section 5(C) of this Agreement.




(B) Notwithstanding the preceding paragraph, the SARs granted hereby shall become immediately exercisable in full if
(i) the Grantee should die while in the employ of the Corporation or any subsidiary; (ii) the Grantee should become permanently
disabled while in the employ of the Corporation; or (iii) if a Change in Control occurs.

(C) For purposes of this Agreement, “Change in Control” means:

(i) The acquisition by any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”)) (a “Person”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of voting securities of the Corporation where such acquisition causes such
Person to own (X) 20% or more of the combined voting power of the then outstanding voting securities of the Corporation
entitled to vote generally in the election of directors (the “Outstanding Corporation Voting Securities”) without the approval of
the Incumbent Board as defined in (ii) below or (Y) 35% or more of the Outstanding Voting Securities of the Corporation with
the approval of the Incumbent Board; provided, however, that for purposes of this subsection (i), the following acquisitions
shall not be deemed to result in a Change of Control: (A) any acquisition directly from the Corporation that is approved by the
Incumbent Board (as defined in subsection (ii), below), (B) any acquisition by the Corporation or a subsidiary of the
Corporation, (C) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by the Corporation
or any corporation controlled by the Corporation, (D) any acquisition by any Person pursuant to a transaction described in
clauses (A), (B) and (C) of subsection (iii) below, or (E) any acquisition by, or other Business Combination (as defined in
(iii) below) with, a person or group of which employees of the Corporation or any subsidiary of the Corporation control a
greater than 25% interest (a “MBQ”) but only if the Executive is one of those employees of the Corporation or any subsidiary
of the Corporation that are participating in the MBO; provided, further, that if any Person’s beneficial ownership of the
Outstanding Corporation Voting Securities reaches or exceeds 20% or 35%, as the case may be, as a result of a transaction
described in clause (A) or (B) above, and such Person subsequently acquires beneficial ownership of additional voting
securities of the Corporation, such subsequent acquisition shall be treated as an acquisition that causes such Person to own
20% or 35% or more, as the case may be, of the Outstanding Corporation Voting Securities; and provided, further, that if at
least a majority of the members of the Incumbent Board determines in good faith that a Person has acquired beneficial
ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 20% or more of the Outstanding
Corporation Voting Securities inadvertently, and such Person divests as promptly as practicable a sufficient number of
shares so that such Person beneficially owns (within the meanings of Rule 13d-3 promulgated under the Exchange Act) less
than 20% of the




Outstanding Corporation Voting Securities, then no Change of Control shall have occurred as a result of such Person’s
acquisition; or

(i) individuals who, as of the date hereof, constitute the Board (the “Incumbent Board”) (as modified by this clause (ii))
cease for any reason to constitute at least a majority of the Board; provided, however, that any individual becoming a director
subsequent to the date hereof whose election, or nomination for election by the Corporation’s shareholders, was approved
by a vote of at least a majority of the directors then comprising the Incumbent Board (either by a specific vote or by approval
of the proxy statement of the Corporation in which such person is named as a nominee for director, without objection to such
nomination) shall be considered as though such individual were a member of the Incumbent Board, but excluding, for this
purpose, any such individual whose initial assumption of office occurs as a result of an actual or threatened election contest
with respect to the election or removal of directors or other actual or threatened solicitation of proxies or consents by or on
behalf of a Person other than the Board; or

(iif) the consummation of a reorganization, merger or consolidation or sale or other disposition of all or substantially all of
the assets of the Corporation or the acquisition of assets of another corporation, or other transaction (“Business
Combination”) excluding, however, such a Business Combination pursuant to which (A) the individuals and entities who were
the ultimate beneficial owners of voting securities of the Corporation immediately prior to such Business Combination
beneficially own, directly or indirectly, more than 65% of, respectively, the then outstanding shares of common stock and the
combined voting power of the then outstanding voting securities entitled to vote generally in the election of directors, as the
case may be, of the entity resulting from such Business Combination (including, without limitation, an entity that as a result of
such transaction owns the Corporation or all or substantially all of the Corporation’s assets either directly or through one or
more subsidiaries), (B) no Person (excluding any employee benefit plan (or related trust) of the Corporation, the Corporation
or such entity resulting from such Business Combination) beneficially owns, directly or indirectly (X) 20% or more, if such
Business Combination is approved by the Incumbent Board or (Y) 35% or more, if such Business Combination is not
approved by the Incumbent Board, of the combined voting power of the then outstanding securities entitled to vote generally
in the election of directors of the entity resulting from such Business Combination and (C) at least a majority of the members
of the board of directors of the corporation resulting from such Business Combination were members of the Incumbent Board
at the time of the execution of the initial agreement, or of the action of the Board, providing for such Business Combination;
or




(iv) approval by the shareholders of the Corporation of a complete liquidation or dissolution of the Corporation except
pursuant to a Business Combination described in clauses (A), (B) and (C) of subsection (iii), above.

4. Exercise of SARs .

(A) To the extent exercisable as provided in Section 3 of this agreement, SARs may be exercised in whole or in part by
giving notice to the Corporation specifying the number of SARs to be exercised.

(B) The Corporation will issue to the Grantee the number of Common Shares that equals the Market Price per Share
divided into the Spread on the date of exercise rounded down to the nearest whole share.

5. Termination of SARS .

The SARs granted hereby shall terminate upon the earliest to occur of the following:

(A) 190 days after the Grantee ceases to be an employee of the Corporation or a Subsidiary, unless he ceases to be such
employee by reason of death or in a manner described in clause (B), (C) or (F) below;

(B) One year after the Grantee ceases to be an employee of the Corporation or a Subsidiary if the Grantee is disabled
within the meaning of Section 105(d)(4) of the Internal Revenue Code;

(C) Three years after the Grantee ceases to be an employee of the Corporation or a Subsidiary if the Grantee is at the time
of such termination (i) at least age 65 or (ii) at least age 55 and has completed at least 10 years of continuous employment with
the Corporation or a Subsidiary;

(D) One year after the death of the Grantee, if the Grantee dies while an employee of the Corporation or a subsidiary or
within the period specified in (A) or (B) above which is applicable to the Grantee;

(E) Ten years from the Date of Grant; and
(F) Immediately if the Grantee engages in any Detrimental Activity (as hereinafter defined).
6. Effect of Detrimental Activity .

If the Grantee, either during employment by the Corporation or a subsidiary or within one year after termination of such
employment, shall engage in any Detrimental Activity, and the Board shall so find:

(A) All SARs held by the Grantee, whether or not exercisable, shall be forfeited to the Corporation.
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(B) Return to the Corporation all Common Shares that the Grantee has not disposed of that were purchased pursuant to
this Agreement, and

(C) With respect to any Common Shares that the Grantee received upon exercise of the SARs that have been disposed of
pay to the Corporation in cash the amount equal to the Spread applicable to such Common Shares on the date of exercise of
such SARs.

To the extent that such amounts are not paid to the Corporation, the Corporation may, to the extent permitted by law, set off the
amounts so payable to it against any amounts that may be owing from time to time by the Corporation or a Subsidiary to the
Grantee, whether as wages, deferred compensation or vacation pay or in the form of any other benefit or for any other reason.

7. Definition of Detrimental Activity .

For purposes of this Agreement, the term “Detrimental Activity” shall include:

(A) Engaging in any activity in violation of the Section entitled “Competitive Activity; Confidentiality; Nonsolicitation” in the
Severance Agreement between the Corporation and the Optionee, if such agreement is in effect on the date hereof, or in violation
of any corresponding provision in any other agreement between the Corporation and the Optionee in effect on the date hereof
providing for the payment of severance compensation; or

(i) If no such severance agreement is in effect or if a severance agreement does not contain a section corresponding to
“Competitive Activity; Confidentiality; Nonsolicitation” as of the date hereof:

(a) Competitive Activity During Employment. Competing with the Corporation anywhere within the United States during the
term of the Optionee’s employment, including, without limitation:

(1) entering into or engaging in any business which competes with the business of the Corporation;

(2) soliciting customers, business, patronage or orders for, or selling, any products or services in competition with, or
for any business that competes with, the business of the Corporation;

(3) diverting, enticing or otherwise taking away any customers, business, patronage or orders of the Corporation or
attempting to do so; or

(4) promoting or assisting, financially or otherwise, any person, firm, association, partnership, corporation or other
entity engaged in any business which competes with the business of the Corporation.

(b) Following Termination. For a period of one year following the Optionee’s termination date:
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(1) entering into or engaging in any business which competes with the Corporation’s business within the Restricted
Territory (as hereinafter defined);

(2) soliciting customers, business, patronage or orders for, or selling, any products or services in competition with, or
for any business, wherever located, that competes with, the Corporation’s business within the Restricted Territory;

(3) diverting, enticing or otherwise taking away any customers, business, patronage or orders of the Corporation
within the Restricted Territory, or attempting to do so; or

(4) promoting or assisting, financially or otherwise, any person, firm, association, partnership, corporation or other
entity engaged in any business which competes with the Corporation’s business within the Restricted Territory.

For the purposes of Sections 7(A)(ii)(a) and (b) above, inclusive, but without limitation thereof, the Optionee will be in
violation thereof if the Optionee engages in any or all of the activities set forth therein directly as an individual on the
Optionee’s own account, or indirectly as a partner, joint venturer, employee, agent, salesperson, consultant, officer
and/or director of any firm, association, partnership, corporation or other entity, or as a stockholder of any corporation in
which the Optionee or the Optionee’s spouse, child or parent owns, directly or indirectly, individually or in the aggregate,
more than five percent (5%) of the outstanding stock.

(c) “The Corporation.” For the purposes of this Section 7(A)(ii), the “Corporation” shall include any and all direct and indirect

subsidiaries, parents, and affiliated, or related companies of the Corporation for which the Optionee worked or had responsibility
at the time of termination of the Optionee’s employment and at any time during the two year period prior to such termination.

(d) “The Corporation’s Business.” For the purposes of this Section 7 inclusive, the Corporation’s business is defined to be

the manufacture, marketing and sale of high performance engineered materials serving global telecommunications and computer,
magnetic and optical data storage, aerospace and defense, automotive electronics, industrial components and appliance markets,
as further described in any and all manufacturing, marketing and sales manuals and materials of the Corporation as the same
may be altered, amended, supplemented or otherwise changed from time to time, or of any other products or services
substantially similar to or readily substitutable for any such described products and services.

(e) “Restricted Territory.” For the purposes of Section 7(A)(ii)(b), the Restricted Territory shall be defined as and limited to:
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(1) the geographic area(s) within a one hundred mile radius of any and all Corporation location(s) in, to, or for
which the Optionee worked, to which the Optionee was assigned or had any responsibility (either direct or
supervisory) at the time of termination of the Optionee’s employment and at any time during the two-year period prior
to such termination; and

(2) all of the specific customer accounts, whether within or outside of the geographic area described in (1) above,
with which the Optionee had any contact or for which the Optionee had any responsibility (either direct or
supervisory) at the time of termination of the Optionee’s employment and at any time during the two-year period prior
to such termination.

(B) Extension. If it shall be judicially determined that the Optionee has violated any of the Optionee’s obligations
under Section 7(A)(ii)(b), then the period applicable to each obligation that the Optionee shall have been determined to
have violated shall automatically be extended by a period of time equal in length to the period during which such
violation(s) occurred.

(B) Non-Solicitation. Except as otherwise provided in Section 7(A)(i), Detrimental Activity shall also include directly or
indirectly at any time soliciting or inducing or attempting to solicit or induce any employee(s), sales representative(s), agent(s) or
consultant(s) of the Corporation and/or of its parents, or its other subsidiaries or affiliated or related companies to terminate their
employment, representation or other association with the Corporation and/or its parent or its other subsidiary or affiliated or related
companies.

(C) Further Covenants. Except as otherwise provided in Section 7(A)(i), Detrimental Activity shall also include:

(ii) directly or indirectly, at any time during or after the Optionee’s employment with the Corporation, disclosing, furnishing,
disseminating, making available or, except in the course of performing the Optionee’s duties of employment, using any trade
secrets or confidential business and technical information of the Corporation or its customers or vendors, including without
limitation as to when or how the Optionee may have acquired such information. Such confidential information shall include,
without limitation, the Corporation’s unique selling, manufacturing and servicing methods and business techniques, training,
service and business manuals, promotional materials, training courses and other training and instructional materials, vendor
and product information, customer and prospective customer lists, other customer and prospective customer information and
other business information. The Optionee specifically acknowledges that all such confidential information, whether reduced
to writing, maintained on any form of electronic media, or maintained in the Optionee’s mind or memory and whether
compiled by the Corporation, and/or the Optionee, derives independent economic value from not being readily known to or
ascertainable by proper means by others who can obtain economic value from its
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disclosure or use, that reasonable efforts have been made by the Corporation to maintain the secrecy of such information,
that such information is the sole property of the Corporation and that any retention and use of such information by the
Optionee during the Optionee’s employment with the Corporation (except in the course of performing the Optionee’s duties
and obligations to the Corporation) or after the termination of the Optionee’s employment shall constitute a misappropriation
of the Corporation’s trade secrets.

(iif) Upon termination of the Optionee’s employment with the Corporation, for any reason, the Optionee’s failure to return
to the Corporation, in good condition, all property of the Corporation, including without limitation, the originals and all copies
of any materials which contain, reflect, summarize, describe, analyze or refer or relate to any items of information listed in
Section 4(C)(i) of this Agreement.

(D) Discoveries and Inventions. Except as otherwise provided in Section 7(A)(i), Detrimental Activity shall also include the
failure or refusal of the Optionee to assign to the Corporation, its successors, assigns or nominees, all of the Optionee’s rights to
any discoveries, inventions and improvements, whether patentable or not, made, conceived or suggested, either solely or jointly
with others, by the Optionee while in the Corporation’s employ, whether in the course of the Optionee’s employment with the use
of the Corporation’s time, material or facilities or that is in any way within or related to the existing or contemplated scope of the
Corporation’s business. Any discovery, invention or improvement relating to any subject matter with which the Corporation was
concerned during the Optionee’s employment and made, conceived or suggested by the Optionee, either solely or jointly with
others, within one year following termination of the Optionee’s employment under this Agreement or any successor agreements
shall be irrebuttably presumed to have been so made, conceived or suggested in the course of such employment with the use of
the Corporation’s time, materials or facilities. Upon request by the Corporation with respect to any such discoveries, inventions or
improvements, the Optionee will execute and deliver to the Corporation, at any time during or after the Optionee’s employment, all
appropriate documents for use in applying for, obtaining and maintaining such domestic and foreign patents as the Corporation
may desire, and all proper assignments therefor, when so requested, at the expense of the Corporation, but without further or
additional consideration.

(E) Work Made For Hire. Except as otherwise provided in Section 7(A)(i), Detrimental Activity shall also include violation of
the Corporation’s rights in any or all work papers, reports, documentation, drawings, photographs, negatives, tapes and masters
therefor, prototypes and other materials (hereinafter, “items”), including without limitation, any and all such items generated and
maintained on any form of electronic media, generated by Optionee during the Optionee’s employment with the Corporation. The
Optionee acknowledges that, to the extent permitted by law, all such items shall be considered a “work made for hire” and that
ownership of any and all copyrights in any and all such items shall belong to the Corporation. The item will recognize the
Corporation as the copyright owner, will contain all proper copyright notices, e.g., "(creation date) [Corporation Name], All Rights
Reserved,” and will be in condition to be registered or otherwise placed in compliance with registration or other statutory
requirements throughout the world.




(F) Termination for Cause. Except as otherwise provided in Section 7(A)(i), Detrimental Activity shall also include activity
that results in termination for Cause. For the purposes of this Section, “Cause” shall mean that, the Optionee shall have:

(iv) been convicted of a criminal violation involving fraud, embezzlement, theft or violation of federal antitrust statutes or
federal securities laws in connection with his duties or in the course of his employment with the Corporation or any affiliate of
the Corporation;

(v) committed intentional wrongful damage to property of the Corporation or any affiliate of the Corporation; or

(vi) committed intentional wrongful disclosure of secret processes or confidential information of the Corporation or any
affiliate of the Corporation;

and any such act shall have been demonstrably and materially harmful to the Corporation.

(G) Other Injurious Conduct. Detrimental Activity shall also include any other conduct or act determined to be injurious,
detrimental or prejudicial to any significant interest of the Corporation or any subsidiary unless the Optionee acted in good faith
and in a manner he or she reasonably believed to be in or not opposed to the best interests of the Corporation.

(H) Reasonableness. The Optionee acknowledges that the Optionee’s obligations under this Section 4 are reasonable in
the context of the nature of the Corporation’s business and the competitive injuries likely to be sustained by the Corporation if the
Optionee were to violate such obligations. The Optionee further acknowledges that this Agreement is made in consideration of,
and is adequately supported by the agreement of the Corporation to perform its obligations under this Agreement and by other
consideration, which the Optionee acknowledges constitutes good, valuable and sufficient consideration.

8. Transferability .

No SAR granted hereunder may be transferred by the Grantee other than by will or the laws of descent and distribution and
may be exercised during a Grantee’s lifetime only by the Grantee or, in the event of the Grantee legal incapacity, by the Grantee’s
guardian or legal representative acting in a fiduciary capacity on behalf of the Grantee under state law and court supervision.

9. Compliance with Law .

The SARs granted hereby shall not be exercisable if such exercise would involve a violation of any applicable federal or
state securities law, and the Corporation hereby agrees to make reasonable efforts to comply with any applicable state securities
law. If the Ohio Securities Act shall be applicable to this option, it shall not be exercisable unless under said Act at the time of
exercise the shares of Common Stock or other securities purchasable hereunder are
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exempt, are the subject matter of an exempt transaction, are registered by description or by qualification, or at such time are the
subject matter of a transaction which has been registered by description.

10. Adjustments .

In the event of any change in the aggregate number of outstanding Common Shares by reason of (a) any stock dividend,
stock split, combination of shares, recapitalization or other change in the capital structure of the Corporation, or (b) any merger,
consolidation, spin-off, spin-out, split-off, split-up, reorganization, partial or complete liquidation of the Corporation or other
distribution of assets, issuance of rights or warrants to purchase securities of the Corporation, or (c) any other corporate
transaction or event having an effect similar to any of the foregoing, then the Committee shall adjust the number of SARs covered
by this Agreement and the Base Price in such manner as may be appropriate to prevent the dilution or enlargement of the rights
of the Grantee that would otherwise result from such event.

11. Withholding Taxes .

To the extent that the Corporation is required to withhold federal, state, local or foreign taxes in connection with the exercise
of the SARs, and the amounts available to the Corporation for such withholding are insufficient, it shall be a condition to such
exercise that the Grantee make arrangements satisfactory to the Corporation for payment of the balance of such taxes required to
be withheld. The Grantee may elect that all or any part of such withholding requirement be satisfied by retention by the
Corporation of a portion of the Common Shares to be delivered to the Grantee. If such election is made, the shares so retained
shall be credited against such withholding requirement at the Market Value per Share on the date of such exercise. In no event
shall the Market Value per Share of the Common Shares to be withheld and/or delivered pursuant to this Section to satisfy
applicable withholding taxes in connection with the benefit exceed the minimum amount of taxes required to be withheld.

12. Continuous Employment .

For purposes of this Agreement, the continuous employment of the Grantee with the Corporation or a Subsidiary shall not
be deemed to have been interrupted, and the Grantee shall not be deemed to have ceased to be an employee of the Corporation
or a Subsidiary, by reason of the transfer of his employment among the Corporation and its Subsidiaries or a leave of absence
approved by the Board.

13. No Employment Contract; Right to Terminate Employment .

The grant of the SARs under this Agreement to the Grantee is a voluntary, discretionary award being made on a one-time
basis and it does not constitute a commitment to make any future awards. The grant of the SARs and any payments made
hereunder will not be considered salary or other compensation for purposes of any severance pay or similar allowance, except as
otherwise required by law. Nothing in this Agreement will give the Grantee any right to continue employment with the Corporation
or any Subsidiary, as the case may be, or interfere in any way with the right of the Corporation or a Subsidiary to terminate the
employment of the Grantee at any time.
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14. Relation to Other Benefits .

Any economic or other benefit to the Grantee under this Agreement or the Plan shall not be taken into account in
determining any benefits to which the Grantee may be entitled under any profit-sharing, retirement or other benefit or
compensation plan maintained by the Corporation or a Subsidiary and shall not affect the amount of any life insurance coverage
available to any beneficiary under any life insurance plan covering employees of the Corporation or a Subsidiary.

15. Information .

Information about the Grantee and the Grantee’s participation in the Plan may be collected, recorded and held, used and
disclosed for any purpose related to the administration of the Plan. The Grantee understands that such processing of this
information may need to be carried out by the Corporation and its Subsidiaries and by third party administrators whether such
persons are located within the Grantee’s country or elsewhere, including the United States of America. The Grantee consents to
the processing of information relating to the Grantee and the Grantee’s participation in the Plan in any one or more of the ways
referred to above.

16. Amendments .

Any amendment to the Plan shall be deemed to be an amendment to this agreement to the extent that the amendment is
applicable hereto; provided , however , that no amendment shall adversely affect the rights of the Grantee with respect to the
SARs without the Grantee’s consent.

17. Severability .

In the event that one or more of the provisions of this agreement shall be invalidated for any reason by a court of competent
jurisdiction, any provision so invalidated shall be deemed to be separable from the other provisions hereof, and the remaining
provisions hereof shall continue to be valid and fully enforceable.

18. Governing Law .
This agreement is made under, and shall be construed in accordance with the internal substantive laws of the State of Ohio.

The undersigned hereby acknowledges receipt of an executed original of this Appreciation Rights Agreement and accepts the
Appreciation Rights granted thereunder on the terms and conditions set forth herein and in the Plan.

Date:

[GRANTEE NAME]
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Executed in the name and on behalf of the Corporation at Cleveland, Ohio as of the 15th day of March 2010.
BRUSH ENGINEERED MATERIALS INC.

By:
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Subsidiaries of Registrant

Exhibit 21

The Company has the following subsidiaries, all of which are wholly owned and included in the consolidated financial

statements.

Name of Subsidiary

State or Country
of Incorporation

Barr Associates, Inc.

BEM Services, Inc.

Brush Wellman Inc.

Brush Ceramic Products Inc.

Brush International, Inc.

Brush Resources Inc.

Brush Wellman GmbH

Brush Wellman (Japan) Ltd.

Brush Wellman Limited

Brush Wellman (Singapore) Pte Ltd.
CERAC, incorporated

OMC Scientific Czech s.r.o.

OMC Scientific Holdings Limited
Techni-Met, LLC

Technical Materials, Inc.

Thin Film Technology, Inc.

Williams Advanced Materials Inc.

Williams Advanced Materials Far East Pte Ltd.
Williams Advanced Materials Japan Inc.
Williams Advanced Materials (Netherlands) B.V.
Williams Advanced Materials (Suzhou) Ltd.

Williams Advanced Materials Technologies Taiwan Co. Ltd.

Zentrix Technologies Inc.

Massachusetts
Ohio

Ohio
Arizona
Ohio

Utah
Germany
Japan
England
Singapore
Wisconsin
Czech Republic
Ireland
Connecticut
Ohio
California
New York
Singapore
Japan
Netherlands
China
Taiwan
Arizona



Exhibit 23

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the following Registration Statements:

1)
)

®3)
(4)
®)
(6)
()
(8)
)
(10)
(11
(12)
(13)
(14)
(15)
(16)
17
(18)
(19)
(20)
(21)

Registration Statement Number 333-88994 on Form S-8 dated May 24, 2002;

Post-Effective Amendment Number 1 to Registration Statement Number 333-74296 on Form S-8 dated November 30,
2001;

Post-Effective Amendment Number 5 to Registration Statement Number 2-64080 on Form S-8 dated May 17, 2000;
Post-Effective Amendment Number 1 to Registration Statement Number 333-63355 on Form S-8 dated May 17, 2000;
Post-Effective Amendment Number 1 to Registration Statement Number 33-28605 on Form S-8 dated May 17, 2000;
Post-Effective Amendment Number 1 to Registration Statement Number 333-63353 on Form S-8 dated May 17, 2000;
Post-Effective Amendment Number 1 to Registration Statement Number 333-63357 on Form S-8 dated May 17, 2000;
Post-Effective Amendment Number 1 to Registration Statement Number 333-52141 on Form S-8 dated May 17, 2000;
Post-Effective Amendment Number 1 to Registration Statement Number 2-90724 on Form S-8 dated May 17, 2000;
Registration Statement Number 333-63353 on Form S-8 dated September 14, 1998;

Registration Statement Number 333-63355 on Form S-8 dated September 14, 1998;

Registration Statement Number 333-63357 on Form S-8 dated September 14, 1998;

Registration Statement Number 333-52141 on Form S-8 dated May 5, 1998;

Registration Statement Number 33-28605 on Form S-8 dated May 5, 1989;

Registration Statement Number 2-90724 on Form S-8 dated April 27, 1984;

Post-Effective Amendment Number 3 to Registration Statement Number 2-64080 on Form S-8 dated April 22, 1983;
Registration Statement Number 333-114147 on Form S-3 dated July 1, 2004;

Registration Statement Number 333-127130 on Form S-8 dated August 3, 2005;

Registration Statement Number 333-133428 on Form S-8 dated April 20, 2006;

Registration Statement Number 333-133429 on Form S-8 dated April 20, 2006; and

Registration Statement Number 333-145149 on Form S-8 dated August 6, 2007

of our report dated March 5, 2010, with respect to the consolidated financial statements of Brush Engineered Materials Inc. and
subsidiaries and our report dated March 5, 2010, with respect to the effectiveness of internal control over financial reporting of
Brush Engineered Materials Inc. and subsidiaries both included in this Annual Report (Form 10-K) of Brush Engineered Materials
Inc. and subsidiaries for the year ended December 31, 2009.

Cleveland, Ohio
March 5, 2010



Exhibit 24

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each of the undersigned directors and officers of BRUSH ENGINEERED
MATERIALS INC., an Ohio corporation (the “Corporation”), hereby constitutes and appoints Richard J. Hipple, John D. Grampa,
Michael C. Hasychak and Michael J. Solecki, and each of them, their true and lawful attorney or attorneys-in-fact, with full power
of substitution and revocation, for them and in their names, place and stead, to sign on their behalf as a director or officer, or both,
as the case may be, of the Corporation, an Annual Report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
on Form 10-K for the fiscal year ended December 31, 2009, and to sign any and all amendments to such Annual Report, and to
file the same, with all exhibits thereto, and other documents in connection therewith, with the Securities and Exchange
Commission granting unto said attorney or attorneys-in-fact, and each of them, full power and authority to do and perform each
and every act and thing requisite and necessary to be done in and about the premises, as fully to all intents and purposes as they
might or could do in person, hereby ratifying and confirming all that said attorney or attorneys-in-fact or any of them or their
substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned have hereunto set their hands as of the 8th day of March, 2010.

/s/ Richard J. Hipple /s/ William P. Madar
Richard J. Hipple, Chairman, President, William P. Madar, Director
Chief Executive Officer and Director

(Principal Executive Officer)

/s/ John D. Grampa /s/ William G. Pryor

John D. Grampa, Senior Vice President William G. Pryor, Director
Finance and Chief Financial Officer

(Principal Financial Officer)

/s/ Albert C. Bersticker /s/ N. Mohan Reddy

Albert C. Bersticker, Director N. Mohan Reddy, Director

/sl Joseph P. Keithley /s/ William R. Robertson
Joseph P. Keithley, Director William R. Robertson, Director
/s/ Vinod M. Khilnani /s/ John Sherwin, Jr.

Vinod M. Khilnani, Director John Sherwin, Jr, Director

/s/ William B. Lawrence /sl Craig S. Shular

William B. Lawrence, Director Craig S. Shular, Director



Exhibit 31.1

CERTIFICATIONS

I, Richard J. Hipple, certify that:

1) | have reviewed this annual report on Form 10-K of Brush Engineered Materials Inc. (the “registrant”);

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods
presented in this report;

4)  The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared,;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5) The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

/sl Richard J. Hipple

Dated: March 8, 2010 Richard J. Hipple

Chairman, President and Chief Executive
Officer



Exhibit 31.2

CERTIFICATIONS

[, John D. Grampa, certify that:

1) | have reviewed this annual report on Form 10-K of Brush Engineered Materials Inc. (the “registrant”);

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4)  The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5) The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

/s/ John D. Grampa

Dated: March 8, 2010 John D. Grampa

Senior Vice President Finance and
Chief Financial Officer



Exhibit 32.1

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in connection with
the filing of the Annual Report on Form 10-K of Brush Engineered Materials Inc. (the “Company”) for the year ended

December 31, 2009, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), each of the
undersigned officers of the Company certifies, that, to such officer’'s knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C.
78m or 780(d)), and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company as of the dates and for the periods expressed in the Report.

Dated: March 8, 2010

/s/ Richard J. Hipple

Richard J. Hipple

Chairman of the Board, President and
Chief Executive Officer

/s/ John D. Grampa

John D. Grampa

Senior Vice President Finance and
Chief Financial Officer




