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PART | FINANCIAL INFORMATION
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

ltem 1. Financial Statements

The consolidated financial statements of Brush BEegjied Materials Inc. and its subsidiaries fortktiel
guarter and nine months ended October 1, 2010sdi@laws:

Consolidated Statements of Income and Loss
Third quarter and nine months ended October 1, 20t00ctober 2, 20C
Consolidated Balance Sheets —
October 1, 2010 and December 31, 2
Consolidated Statements of Cash Flows —
Nine months ended October 1, 2010 and October@
EX-11
EX-31.1
EX-31.2
EX-32.1
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Consolidated Statements of Income and Los

(Unaudited)
Third Quarter Ended Nine Months Ended
Oct. 1, Oct. 2, Oct. 1, Oct. 2,

(Thousands, except per share amounts) 2010 2009 2010 2009
Net sales $325,30¢ $190,53¢ $946,33° $500,03:

Cost of sale: 267,09! 165,34 782,95t 438,10:¢
Gross margir 58,21 25,19: 163,38: 61,92¢

Selling, general and administrative expe 31,62: 21,46¢ 92,57: 64,70

Research and development expe 1,742 1,72( 5,22¢ 4,94(

Other-net 3,92¢ 2,55¢ 10,95¢ 5,78¢
Operating profit (loss 20,92! (557) 54,62¢ (13,509

Interest expens— net 83t 221 2,14¢ 81¢
Income (loss) before income tax 20,08¢ (772 52,48: (14,327

Income tax expense (bene! 6,73( (89¢) 18,68 (5,51%)
Net income (loss $13,35¢ $ 126 $ 33,79¢ $ (8,809
Net income (loss) per share of common st— basic $ 066 $ 001 $ 167 $ (0.49
Weighted-average number of common shares outstgrdin

basic 20,27: 20,21¢ 20,28¢ 20,17¢
Net income (loss) per share of common st— diluted $ 068 $ 001 $ 168 $ (049
Weighted-average number of common shares outstgrdin

diluted 20,55 20,42: 20,54( 20,17¢

See notes to consolidated financial statements.
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Consolidated Balance Sheet

(Unaudited)
Oct. 1, Dec. 31,
(Dollarsin thousands) 2010 2009
Assets
Current assetl
Cash and cash equivalel $ 1542: $ 12,25:
Accounts receivabl 133,55 83,99
Other receivable 834 11,05¢
Inventories 152,29 130,09¢
Prepaid expense 31,775 28,02(
Deferred income taxe 7,52¢ 14,75:
Total current asse 341,40! 280,17¢
Relater-party notes receivab 90 90
Long-term deferred income tax 2,40z 4,87:
Property, plant and equipme— cost 727,72 665,36:
Less allowances for depreciation, depletion andréipadion (457,56) (437,599
Property, plant and equipmeé— net 270,16¢ 227,76¢
Other asset 40,60¢ 42,01«
Goodwill 70,47¢ 67,03/
Total assets $ 725,14¢ $621,95:
Liabilities and Shareholders Equity
Current liabilities
Shor-term debi $ 39,81¢ $ 56,14¢
Accounts payabl 37,43 36,57:
Other liabilities and accrued iter 55,91: 44,08:
Unearned revent 84C 432
Income taxe: 3,362 2,45¢
Total current liabilities 137,36! 139,69
Other lon¢-term liabilities 18,79¢ 9,57¢
Retirement and pc-employment benefit 73,29¢ 82,35¢
Unearned incom 57,53¢ 39,691
Long-term income taxe 2,32¢ 2,32¢
Deferred income taxe 2,064 13€
Long-term debt 58,30¢ 8,30¢
Shareholder equity 375,45¢ 339,85¢
Total liabilities and shareholders’ equity $ 725,14¢ $ 621,95

See notes to consolidated financial statements.
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Consolidated Statements of Cash Flow

(Unaudited)
Nine Months Ended
Oct. 1, Oct. 2,
(Dollarsin thousands) 2010 2009
Net income (loss $33,79¢ $ (8,809
Adjustments to reconcile net income (loss) to netash provided from
operating activities:
Depreciation, depletion and amortizat 25,77¢ 21,63t
Amortization of mine cost — 2,62(
Amortization of deferred financing costs in intérespenst 41¢ 313
Derivative financial instrument ineffectivene 59¢ —
Stocl-based compensation expel 3,03¢ 2,55¢
Changes in assets and liabilities net of acquiredsaets
and liabilities:
Decrease (increase) in accounts receiv (44,62 9,11¢
Decrease (increase) in other receiva 10,22 1,07z
Decrease (increase) in inventc (20,979 27,41(
Decrease (increase) in prepaid and other curreets (3,797 2,04¢
Decrease (increase) in deferred income ti 11,823 (4,799
Increase (decrease) in accounts payable and acexpedse 7,95¢ (16,467)
Increase (decrease) in unearned reve 40¢€ 19
Increase (decrease) in interest and taxes pa 751 (637)
Increase (decrease) in lc-term liabilities (8,99)) (17,450
Other— net (1,59 2,52¢
Net cash provided from operating activities 14,82 21,16¢
Cash flows from investing activitie
Payments for purchase of property, plant and egeiip (33,819 (26,699
Payments for mine developme (11,06¢) (460)
Reimbursements for capital equipment under govenhicntracts 17,84( 15,44(
Payments for purchase of business net of cashvest (20,60%) —
Proceeds from transfer of acquired inventory tos@mment line 5,667 —
Proceeds from sale of property, plant and equipt 83 —
Other investment— net 14 1,321
Net cash used in investing activitie (41,880 (10,399
Cash flows from financing activitie
Proceeds from issuance (repayment) of ~term debi (16,45 (2,339
Proceeds from issuance of l-term deb 80,00( 7,70C
Repayment of lor-term deb (30,000 (8,000
Principal payments under capital lease obligat (566) (127
Repurchase of common stc (3,527 —
Issuance of common stock under stock option 87¢€ 444
Tax benefit from exercise of stock optic 17: 47
Net cash provided from (used in) financing activites 30,49¢ (2,273
Effects of exchange rate chang (270 (135
Net change in cash and cash equivalen 3,171 8,362
Cash and cash equivalents at beginning of peric 12,25: 18,54¢
Cash and cash equivalents at end of peric $15,42: $ 26,90¢

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statement
(Unaudited)

Note A —Accounting Policies

In managemens’ opinion, the accompanying consolidated finarstiaements contain all adjustments nece:
to present fairly the financial position as of Qmo 1, 2010 and December 31, 2009 and the resulisevations for
the third quarter and nine months ended Octob2010Q and October 2, 2009. All adjustments were dranal and
recurring nature. Certain amounts in prior yeassehzeen reclassified to conform to the 2010 codatdid financial

statement presentation.

Note B—Inventories

Oct. 1, Dec. 31,

(Dollarsin thousands) 2010 2009

Principally average cos

Raw materials and suppli $ 43,61¢ $ 38,74(
Work in proces: 132,96: 119,69¢
Finished good 50,28¢ 38,95(
Gross inventorie 226,86¢ 197,38t
Excess of average cost over LIFO inventory vi 74,57 67,29(
Net inventories $152,29:  $130,09¢

Note C —Pensions and Other Post-retirement Benefits

The following is a summary of the third quarter dinsk nine months 2010 and 2009 net periodic bi¢ebt

for the domestic defined benefit pension plan deddomestic retiree medical plan.

Pension Benefits
Third Quarter Ended

Other Benefits
Third Quarter Ended

Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Dollarsin thousands) 2010 2009 2010 2009
Components of net periodic benefit cos
Service cos $124 $1067 $ 68 $ 72
Interest cos 2,15¢ 2,164 434 482
Expected return on plan ass (2,536 (2,445 — —
Amortization of prior service co: (132) (13%) (9) (9)
Amortization of net los 711 37t — —
Net periodic benefit co: $ 1,44: $ 1,02¢ $ 49z $ 54t

Pension Benefits
Nine Months Ended

Other Benefits
Nine Months Ended

Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Dallars in thousands) 2010 2009 2010 2009
Components of net periodic benefit cost
Service cos $ 373z $324¢ $ 208 $ 217
Interest cos 6,46¢ 6,321 1,30 1,44¢
Expected return on plan ass (7,609 (7,067 — —
Amortization of prior service co: (39¢) (414 27) (27)
Amortization of net los 2,13: 1,18¢ — —
Curtailment gair — (1,069) — —
Net periodic benefit cos $ 4,327 $ 2,21( $ 1,481 $ 1,63¢
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As a result of a significant reduction in force,magement determined that there was a curtailmettieof
domestic defined benefit pension plan in the fitsrter 2009. In accordance with accounting guigsli the plan
assets and liabilities were remeasured as of theiltnent date of February 28, 2009. As part ofréreeasurement,
management reviewed all of the key valuation assiompand increased the discount rate from 6.15%86%.

The curtailment reduced the annual expense for 2008e domestic plan from a previously estimated
$5.3 million to $4.3 million. In addition, the caftment resulted in the recording of a $1.1 millmme-time benefit
in the first quarter 2009 as a result of applyimg percentage reduction in the estimated futur&iwgdifetime of
the plan participants against the unrecognized ggovice cost benefit. Cost of sales was redugekDt8 million
and selling, general and administrative expenseradisced by $0.3 million from the recording of three-time
benefit.

The Company made contributions to the domesticddfbenefit pension plan of $11.7 million in thstfinine
months of 2010.

Note D—Contingencies

Brush Wellman Inc., one of the Company’s wholly @drsubsidiaries, is a defendant in various legal
proceedings where the plaintiffs allege that thayencontracted chronic beryllium disease (CBD)eteited ailment
as a result of exposure to beryllium. Managemeleyes that the Company has substantial defenskgsands to
defend these suits vigorously. The Company hagdedoa reserve for CBD litigation of $0.4 millios af
October 1, 2010 and $0.6 million as of Decembe2B09. This reserve covers existing claims only anasserted
claims could give rise to additional losses. Dedenssts are expensed as incurred. Final resolafitre asserted
claims may be for different amounts than currergerved. Two cases were settled for an aggregatetless
than $0.1 million in the first nine months of 2010.

One of the two outstanding CBD cases as of Octbp2010 was a thirgarty claim where the alleged expos
occurred prior to December 31, 2007 and therefbreeindemnity, if any, and the defense costs avereal by
insurance subject to an annual deductible of $1ll®m Incurred costs were below the deductibleha first nine
months of 2010. The plaintiff in the other outstiaigdcase, which was filed in the second quartef2@lleges
exposure occurred after December 31, 2007.

Williams Advanced Materials Inc. (WAM), one of timpany’s wholly owned subsidiaries, was a defehdan
in an ongoing patent infringement legal case. fpoase, WAM had filed various counter-claims agains
plaintiff. In early April 2010, WAM and the plairftiagreed to dismiss all claims against each otRerindemnity
payments were made by either party.

The Company has an active environmental complianacgram and records reserves for the probableofost
identified environmental remediation projects. Tagerves are established based upon analyses teddycthe
Company'’s engineers and outside consultants analdfusted from time to time based upon on-goindistiand
the difference between actual and estimated cbktsreserves may also be affected by rulings agdtiaions witt
regulatory agencies. The undiscounted reserve talaas $5.6 million as of October 1, 2010, unchdrfgem
December 31, 2009. Environmental projects tencettobg-term and the final actual remediation costy differ
from the amounts currently recorded.
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Note E—Comprehensive Income

The reconciliation between net income (loss) andmehensive income (loss) for the third quarter fasd
nine months ended October 1, 2010 and October® &0as follows:

Third Quarter Ended Nine Months Ended
Oct. 1, Oct. 2, Oct. 1, Oct. 2,

(Dallarsin thousands) 2010 2009 2010 2009
Net income (loss $13,35¢ $ 12€ $33,79¢ $(8,809)
Cumulative translation adjustme 3,04( 1,515 1,69¢ 391
Change in the fair value of derivative

financial instruments, net of t (1,83)) (239 (1,389 101
Pension and other retirement plan

liability adjustments, net of te 374 151 1,122 2,271
Comprehensive income (los $14,94: $1,558  $35,23(  $(6,03%)
Note F —Segment Reporting

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

(Doallarsin thousands) and Service: Alloys Composites Systems Subtotal Other Total
Third Quarter 201(

Sales to external custome $ 214,82' $ 7568( $ 17,01 $ 17,74¢ $325,26: $ 46 $325,30¢

Intersegment sale 1,171 31¢ 54 911 2,45¢ — 2,45¢

Operating profit (loss 8,961 8,671 4,152 1,73¢ 23,52 (2,600 20,92:
Third Quarter 200!

Sales to external custome $ 127,91 $ 42,93. $ 10,177 $ 9,52¢ $190,53t $§ — $190,53¢

Intersegment sale 58 2,621 63 40¢ 3,24¢ — 3,24¢

Operating profit (loss 8,53¢ (6,30¢) (472) 95 1,84¢ (2,400 (557)
First Nine Months 201

Sales to external custome $ 631,73. $ 216,92( $ 45,847 $ 51,62: $946,11¢ $ 21¢ $946,33"

Intersegment sale 2,03z 7,00z 231 2,22z 11,48¢ — 11,48¢

Operating profit (loss 26,67 20,50¢ 8,38¢ 4,812 60,377 (5,75]) 54,62¢

Assets 322,20¢ 221,46: 121,25: 25,447 690,36¢ 34,781 725,14¢
First Nine Months 200

Sales to external custome $ 320,25¢ $ 121,060 $ 36,28¢ $ 22,42¢ $500,03: $ — $500,03:

Intersegment sale 33C 3,89¢ 141 952 5,31¢ — 5,31¢

Operating profit (loss 17,62¢ (26,507) 2,381 (3,355 (9,840 (3,667 (13,507

Assets 213,96: 202,36° 66,447 19,89 502,66° 62,70¢ 565,37!

Note G—Stock-based Compensation Expens

The Company granted approximately 22,000 sharesstrficted stock to its non-employee directordhin t
second quarter 2010 at a fair market value of $26ef share. The fair value was determined usieglitsing price
of the Company’s stock on the grant date and weilatnortized over the vesting period of one year.

The Company granted approximately 65,000 sharesstficted stock to certain employees in the Gsirter
2010 at a fair value of $21.24 per share. Theviaiue was determined using the closing price of@Gbmpany’s
stock on the grant date and will be amortized dhervesting period of three years. The holderbefréstricted
stock will forfeit their shares should their empiegnt be terminated prior to the end of the vestiegod.

The Company granted approximately 212,000 stockemmttion rights (SARS) to certain employees inftrs
quarter 2010 at a strike price of $21.24 per shme.fair value of the SARs, which was determinadte grant
date using a Black-Scholes model, was $11.51 meesind will be amortized over the vesting peribthcee years.
The SARs expire ten years from the date of thetgran
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Total stock-based compensation expense for theeadod previously existing awards and plans was
$1.0 million in the third quarter 2010 and $0.9lioi in the third quarter 2009. For the first nimenths of the year,
stock-based compensation expense was $3.0 mifli@d10 and $2.6 million in 2009.

The Company received $0.9 million for the exercfapproximately 49,000 shares in the first ninenthe of
2010 and $0.4 million for the exercise of approxiaha28,000 shares in the first nine months of 2009

Note H—Other-net

Other-net expense for the third quarter and fins¢ months of 2010 and 2009 is summarized as fallow

Third Quarter Ended Nine Months Ended
Income (Expense) Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Dallarsin thousands) 2010 2009 2010 2009
Exchange/translation gain (los $ 38 $ B9 $ (269 $ (3)
Amortization of intangible asse (1,55€) (887) (4,607 (2,599
Metal financing fee: (2,299 (82%) (4,73¢) (2,407
Derivative ineffectivenes (108) — (597) —
Other items 3 (2517) (747) (757)
Total $(3,92¢)  $(2,559 $(10,959  $(5,789

Note | —Income Taxes

The tax expense of $6.7 million in the third qua@10 was calculated by applying an effective cdt83.5%
against income before income taxes of $20.1 milidile the tax expense of $18.7 million in thetfintne months
of 2010 was calculated by applying a rate of 354&if4inst income before income taxes of $52.5 millidme
differences between the statutory and effectivesrat the third quarter and first nine months af@@vere due to tt
impact of percentage depletion, foreign sourcerme@and deductions, the production deduction, ekexut
compensation and other factors.

The tax expense in the third quarter included $@llBon of expense for discrete items to recorduatinents to
the final 2009 federal tax return and other matf€he tax expense for the first nine months of 2860 included a
discrete item of $1.4 million for the reductiondrdeferred tax asset recorded in the first qu2A&0. The asset was
reduced as a result of the newly enacted Patiené&ion and Affordable Care Act, as amended byHbalth Care
and Education Reconciliation Act. This new legislateliminates the income tax deduction relategrtscription
drug benefits provided to retirees and reimbursetkuthe Medicare Part D retiree drug subsidy @noglbeginning
in 2013.

The tax benefit of $0.9 million in the third quar909 was calculated by applying a rate of 116a8finst the
loss before income taxes of $0.8 million while the benefit in the first nine months of the yeab6f5 million was
calculated by applying a rate of 38.5% againsidhe before income taxes of $14.3 million in thatipd. The
impact of percentage depletion, foreign sourcerme@nd deductions and other factors were majoresanfsthe
differences between the effective and statutoryates in the third quarter and first nine month2aD9. Discrete
events, including the reversal of a tax reserva @sult of the completion of an audit and thelfadjustment to the
2008 tax returns, provided a net tax benefit 00$tillion in the third quarter 2009.

The effective tax rate in the third quarter 201G whghtly lower than the effective tax rate foe ffirst half of
2010. The change in the rate had an immaterial étngpathe tax expense and net income in the thiedtgr 2010.

Note J—Acquisition

On January 5, 2010, the Company acquired the aulisig stock of Academy Corporation of Albuquerque,
New Mexico for $21.0 million in cash. Academy prdes precious and n-precious metals and refining services
a variety of applications, including architectugédss, solar energy, medical and electronics. Majoduct forms
include sputtering targets, sheet, fine wire, rod powder. Academy employs approximately 150 peapits four
leased facilities.




Table of Contents

The Company financed the acquisition with a comtimmeof cash on hand and borrowing under the
$240.0 million revolving credit agreement. The $2tillion purchase price is net of $1.7 million tBempany
received back from the seller in the second qua@&o as a result of the resolution of working tapialuation
adjustments in accordance with the purchase agrgeeditional funds remain in escrow pending firation of
various other matters as detailed in the purchgsmeaent. Immediately after the purchase, the Cognpransferre
Academy'’s precious metal inventory to a finanantitution for its fair value of $5.7 million andesigned it back
under the existing consignment lines.

Academy’s results are included in the Company’arfitial statements since the acquisition date amd ar
reported as part of the Advanced Material Techrielbgnd Services segment. Academy had sales ofZtr#Bion
and generated income before income taxes of $1ldmin the first nine months of 2010. The purchgsice
allocation is preliminary in that the Company hasyet completed its appraisal of the acquireditdagnd
intangible assets nor have the acquired defersexbteen valued. A condensed balance sheet depibén
preliminary amounts assigned to the acquired assetdiabilities as of the acquisition date is @ltofvs:

Asset
(Dallars in thousands) (Liability)
Cash $ 38C
Current assetl 4,52¢
Precious metal inventol 5,66
Finite-lived intangible asse’ 3,25¢
Property, plant and equipme 8,554
Other asset 10
Goodwill 3,171
Current liabilities (4,579
Total purchas $20,98¢

Assuming that the Academy acquisition occurredaudry 1, 2009, the pro forma effect on selectselitems
from the Company’s Consolidated Statement of IncamLoss are as follows:

Pro Forma Results

Third Quarter Ended Nine Months Ended

Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Dallars in thousands, except per share amounts) 2010 2009 2010 2009
Sales $325,30¢ $229,96° $946,33° $622,86!
Income (loss) before income tax 20,08¢ (379) 52,48: (13,726
Net income (loss 13,35¢ 38t 33,79¢ (8,41¢)
Diluted earnings per sha $ 065 $ 00z $ 168 $ (042

Note K —Fair Value of Financial Instruments

The Company measures and records financial institgvag their fair values. A fair value hierarchysed for
those instruments measured at fair value thaingjstshes between assumptions based on marketadtest@r¢able
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,

Level 3 — Unobservable inputs developed using egsmand assumptions developed by the Companyhwhic
reflect those that a market participant would use.
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The following table summarizes the financial instents measured at fair value in the Consolidatddrige
Sheet as of October 1, 2010:

Fair Value Measurements
Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
(Dallarsin thousands) Assets Inputs Inputs
Description Total (Level 1) (Level 2) (Level 3)
Financial Assets
Director¢ deferred compensation investme $ 636 $ 63€ $ — % —
Total $ 636 $ 63€ $ —  $ —
Financial Liabilities
Directors’ deferred compensation liabili $ 63€ $ 63 $ — 3 —
Foreign currency forward contrac 2,01t — 2,01t —
Total $2,651 $ 63€ $ 201t $ =

The Company uses a market approach to value te¢saasd liabilities for outstanding derivative qawts in
the table above. Foreign currency forwards areedhthrough models that utilizes market observaipets
including both spot and forward prices for the saméerlying currencies. The carrying values ofdtteer working
capital items and debt on the Consolidated Bal&teet approximate their fair values as of Octobh@010.

Note L —Derivative Instruments and Hedging Activity

The Company uses derivative contracts to hedgéoperof its foreign currency exposures. The objestiand
strategies for using foreign currency derivativesas follows:

The Company sells products to overseas customéhgiinlocal currencies, primarily the euro, stagliand
yen. The Company uses foreign currency derivativesnly forward contracts and options, to hedgsé¢he
anticipated sales transactions. The purpose didldge program is to protect against the reductiatollar
value of the foreign currency sales from adverssharge rate movements. Should the dollar strengthen
significantly, the decrease in the translated valuthe foreign currency sales should be partiaffget by
gains on the hedge contracts. Depending upon tiieot® used, the hedge contract may limit the benefi
from a weakening 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 optioiesvn as a collar. These hedging techniques aain li
or eliminate the downside risk but can allow fomsoor all of the benefit from a favorable rate moeat

to be realized. Unlike a forward contract, a premis paid for an option; collars, which are a canation
of a put and call option, may have a net premiutrtioey can be structured to be cash neutral. The
Company will primarily hedge with forward contrackge to the relationship between the cash outldy an
the level of risk.

The use of foreign currency derivative contractgdgerned by policies approved by the Board of
Directors. A team consisting of senior financialmagers reviews the estimated exposure levels,faede
by budgets, forecasts and other internal datadatermines the timing, amounts and instrumentséotol
hedge that exposure within the confines of thecgoManagement analyzes the effective hedged aags
the actual and projected gains and losses on thgifgetransactions against the program objectives,
targeted rates and levels of risk assumed. Hedgeamis are typically layered in at different tinfesa
specified exposure period in order to minimizeithpact of rate movements.

The Company may also use forward contracts to hislgeecious metal exposures. The Company makitain
the majority of its precious metals used in producbn a consignment basis. The metal is purchasedf
consignment when it is shipped to the customerthagyurchase price forms the basis for the prideetoharged to
the customer. This allows for changes in the mapkiees of the precious metals in either directinbe passed
through to the customer and reduces the impactgesain prices could have on the Company’s margids a

10
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operating profit. However, in certain circumstandhe Company may elect to purchase precious metafeet a
portion of its production requirements. The Comparay then hedge the price exposure on this inveripr
securing a forward contract. The gain or loss enftiiward contract from movements in the marketewill
generally offset the gain or loss on the dispositbthe metal. The use of precious metal derieationtracts is also
governed by policies approved by the Board of Doecand monitored by a group of senior financiahamgers.

The Company will only enter into a derivative catrif there is an underlying identified exposuentracts
are typically held until maturity. The Company does engage in derivative trading activities anéginot use
derivatives for speculative purposes. The Companhy wses currency hedge contracts that are denoeiria the
same currency as the underlying exposure.

All derivatives are recorded on the balance shietkiedr fair values. If the derivative is desigrihend effective
as a cash flow hedge, changes in the fair valtkeoflerivative are recognized in other comprehenisivome (OCI
until the hedged item is recognized in earning® ifleffective portion of a derivative’s fair valugany, is
recognized in earnings immediately. If a derivaisv@ot a hedge, changes in the fair value arestatjuthrough
income. The fair values of the outstanding denxestiare recorded on the balance sheet as asdbis di¢rivatives
are in a gain position) or liabilities (if the deatives are in a loss position). The fair value also be classified as
short-term or long-term depending upon their mafudates.

The outstanding foreign currency forward contréetd a notional value of $47.1 million and a net Yailue of
($2.0) million as of October 1, 2010. The fair v@las recorded in other liabilities and accrueahgteAll of these
contracts were designated as and are effectivasisflow hedges. There was no ineffectiveness atedowith the
outstanding foreign currency derivatives. Thereenas gold hedge contracts outstanding as of theo&tie third
quarter 2010.

A summary of the hedging relationships of the @utding derivative financial instruments as of Oetob,
2010 and October 2, 2009 and the amounts trandfart@ income for the third quarter and first nmenths then
ended follows. All of the derivatives in the tallere designated as cash flow hedges.

Effective Portion of Hedge Ineffective Portion of Hedge
Recognizec Reclassified From OCI Recognized in Income ot
(Dollarsin thousands) in OCl at Into Income During Period Derivative During Period
Gain (loss) End of Period Location Amount Location Amount
Third Quarter 201!
Foreign currency contrac
Forward contract $ (2,01) Othernet $ 45.  Othernet $ —
Options (collars —  Othernet —  Othernet —
Total (2,015 452 —
Precious metal forward contrar — Cost of sale — Cost of sale —
Total $ (2,019 $ 452 $ —
Third Quarter 200!
Foreign currency contrac
Forward contract $ (1,024 Othernet $ (408) Othernet $ —
Options (collars —  Othernet —  Othernet —
Total (1,024 (408) —
Precious metal forward contrar 16 Cost of sale 24¢  Cost of sale —
Total $ 1,00¢) $ (159) $ —
First Nine Months 201
Foreign currency contrac
Forward contract Othernet $ 841 Othernet $ —
Options (collars Other-net —  Othernet —
Total 841 —
Precious metal forward contrau Cost of sale — Cost of sale —
Total $ 841 $ —
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Effective Portion of Hedge Ineffective Portion of Hedge
Recognizec Reclassified From OCI Recognized in Income ot
(Dollarsin thousands) in OCl at Into Income During Period Derivative During Period
Gain (loss) End of Period Location Amount Location Amount
First Nine Months 200
Foreign currency contrac
Forward contract Othe-net $ (141) Othernet $ —
Options (collars Other-net 21z  Othernet —
Total 71 —
Precious metal forward contrar Cost of sale 24¢  Cost of sale —
Total $ 32C $ =

The Company expects to relieve the entire balarmre OCI and credit other-neh the Consolidated Statem:
of Income and Loss in the twelve month period beigig October 2, 2010.

The Company secured a debt obligation with an exhiddopper derivative in October 2009. The denveati
provided an economic hedge for the Company’s coppentory against movements in the market priceopiper.
However, the derivative did not qualify as a hefigeaccounting purposes and changes in its fairevalere charge
against income in the current period. In the fipsarter 2010, the Company secured forward conttaaesduce the
variability of the charges against income due towemeents in the derivative’s fair value. The neffieetiveness on
the embedded derivative and the forward contraes$0.1 million in the third quarter 2010 and $@iion in the
first nine months of 2010. The net ineffectiven&ss recorded in other-net on the Consolidated Sté of
Income and Loss. The forward contracts and embedojeger derivative matured prior to the end oftthied
quarter 2010.

During the third quarter 2010, the Company secarémward contract to sell a specified quantitygofd. The
contract served as an economic hedge of gold psechand held in inventory for use in manufactupnaducts for
sale in the normal course of business. No hedggmifon was assigned to the contract. The contmattired in th
third quarter 2010 and resulted in an immateria ghless than $0.1 million that was recordedastof sales on
the Consolidated Statement of Income and Loss.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of
Operations

Overview

We are an integrated producer of high performadearced engineered materials used in a varietjeofreal,
electronic, thermal and structural applicationsr @wducts are sold into numerous markets, inciydionsumer
electronics, defense and science, industrial compisrand commercial aerospace, automotive elecgoni
telecommunications infrastructure, energy, mechecal appliance.

Sales were $325.3 million in the third quarter 204@1% improvement over the third quarter 2009, as
shipment levels to the majority of our key markaistinued to be strong. Sales of $946.3 milliothia first three
quarters of 2010 were 89% higher than sales icdheparable period in 2009. Overall demand has irgadrom
the weak economic conditions in 2009 and the oedéwy rate has outpaced sales over the first thueeters of
2010. In addition to the improved demand, the sagitessth resulted from two acquisitions, higher rhetéices and
other factors.

In the first quarter 2010, we acquired all of thestanding capital stock of Academy Corporationgéemy)
for an adjusted purchase price of $21.0 milliosash. This transaction followed our acquisitioBafr Associates,
Inc. (Barr) in the fourth quarter 2009 for $55.2lion in cash. Both acquisitions were accretive#onings in the
first three quarters of 2010.

Gross margin of $58.2 million in the third quar2&10 improved $33.0 million over the margin genedah the
third quarter 2009 primarily as a result of thergased sales volume and improved manufacturingiefities. Cost
containment programs implemented in 2009 as atrebthe downturn in sales in that year also predid benefit t
margins and operating profit as costs have noeas®d proportionately with the increase in sales.

Operating profit was $20.9 million in the third qtex 2010 compared to an operating loss of $0.6amiin the
third quarter 2009. For the first nine months @& year, operating profit has improved $68.1 millior2010 over
20009.

The sales and profitability in the third quarted@@vere very similar to the sales and profitabiiitythe second
guarter 2010 as we have put two very solid quatteysther back to back.

Debt levels, after increasing in the first haltloé year to fund the Academy acquisition and a ¢iliaw
working capital, declined $22.4 million in the tthiquarter. The debt-to-debt-plus-capital improvecbadingly in
the quarter as well.

Results of Operations

Third Quarter Ended Nine Months Ended

Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Millions, except per share data) 2010 2009 2010 2009
Sales $325.¢ $190.t $946.: $500.(
Operating profit (loss 20.¢ (0.6) 54.¢ (13.5)
Income (loss) before income tax 20.1 (0.9 2.t (14.9)
Net income (loss 13.¢ 0.1 33.¢ (8.9
Diluted earnings per sha $ 0.6 $ 0.01 $ 1.65 $(0.49

Salesof $325.3 million in the third quarter 2010 grewd#18 million, or 71%, from sales of $190.5 million
the third quarter 2009. For the first nine monththe year, sales of $946.3 million in 2010 wer&®Bigher than
sales of $500.0 million in 2009.

Sales from Barr and Academy, which were acquirddsguent to the third quarter 2009, accounted for
approximately 41% of the sales growth in the tlguéirter 2010 over the third quarter 2009 and 37%h®tales
growth in the first nine months of 2010 over thstfnine months of 2009. A significant portion ofagdlemy’s sales
is a precious metal pass-through.
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Demand from the majority of our key markets impmbwue the third quarter and first nine months of @01
compared to the low levels experienced through6082Improved demand from the consumer electronic
applications, including handsets and other wiretlsgces, was a main driver for our increased shleisg the first
nine months of 2010. Defense sales from portiormuobusiness also improved in the third quartdr®2@ithin the
energy market, shipments for oil and gas applicatlwave increased in the first nine months of 28L@omotive
electronic and commercial aerospace shipments theee solid as well.

Demand had fallen significantly across many ofkey markets in the first quarter 2009 as a reduh® globa
economic crisis. We believe that the demand forpvaducts fell further than the decline in end-ceasumer
spending due to excess inventories in the downstegply chain at that time. While it appears thatgrowth in
demand since the first quarter 2009 was driverelgrgy improved market and global economic condiica
portion of our sales growth in 2010 may have ba@ntd a replenishment of inventories in the sugplyin that
were drawn down throughout 2009.

We use gold, silver, platinum, palladium, copped athenium in the manufacture of various produ®is:
sales are affected by the prices for these metalshanges in our purchase price are passed am tustomers in
the form of higher or lower selling prices. Theges for these metals on average were higher thontghe first
three quarters of 2010 than the first three qusuid&€R2009 resulting in an estimated $28.9 millinarease in sales in
the third quarter 2010 and an estimated $77.0aonilincrease in sales in the first three quarte0dD over the
comparable periods of 2009.

Domestic sales grew 91% in the third quarter 201 5% in the first nine months of 2010 from the
comparable periods in 2009. Domestic sales indhéenajority of the sales from the two acquisitiasswell as the
majority of the impact of the metal price increbséween periods. International sales, which aridex in all four
reportable segments, increased 38% in the thirdegu2010 and 60% in the first three quarters df®6ver the
same periods in 2009. International sales were 8D&tal sales in the first three quarters of 2@h@l 35% of sales
in the first three quarters of 2009. The majorityh® international sales growth in the third qga2010 over the
third quarter 2009 was in Europe. For the firsenimonths of 2010, sales to Asia and Europe havedroivn at
double digit rates.

The sales order entry rate exceeded sales by 48¢ ithird quarter 2010 as the order entry ratebleas higher
than sales for five consecutive quarters. The oedéwy rate in the third quarter 2010 was 3% lothen the record
high order level in the second quarter 2010. Thghssoftening may be due to some seasonal faa®rgell as
adjustments to downstream inventory positions.

Gross marginwas $58.2 million, or 18% of sales, in the thircagar 2010 compared to $25.2 million, or 13%
of sales, in the third quarter 2009. For the fitisie months of the year, gross margin was $163libmior 17% of
sales, in 2010 and $61.9 million, or 12% of sale2009.

The improvement in gross margin dollars in thedlgjuarter and first nine months of 2010 over thmgarable
periods in 2009 was mainly due to the higher sabdsme. The associated production volumes weretidtgter,
generally leading to increased manufacturing efficies and machine utilization rates, which in famproved
margins. Defense sales, which typically generagédr margins, increased in the third quarter 20h@roved
pricing in portions of the business also addedhéorhargin growth in the third quarter and firstenmonths of 2010.

After reducing costs last year due to the signifiatecline in sales at that time, some resources baen adde
back in order to support the current higher le¥gdroduction activity. While manufacturing overhezasts were 5¢
higher in the third quarter 2010 than in the thyjcdhrter 2009, costs have not increased proporggnafith the
increased sales volume.

The comparison of gross margin between the firgt months of 2010 and 2009 was affected by a $0L8&m
lower of cost or market charge recorded in the €jtsrter of 2009 and a $0.2 million lower of cosmarket charge
in the third quarter 2010.

The gross margin as a percent of sales in the tjuiagter and first nine months of 2010, while higtan the
comparable periods in 2009, was unfavorably aftebiethe increased metal pass-through in salesesut of the
Academy acquisition and higher metal prices infitst nine months of 2010.
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In the first quarter 2009, we determined that thmestic defined benefit pension plan was curtalieel to a
significant reduction in force and, as a resulthaf curtailment and the associated remeasuremeneasorded a
$1.1 million one-time benefit in that period, $@dlion of which was recorded against cost of saled the balance
against selling, general and administrative expeonsethe Consolidated Statement of Income and Losgldition
to the one-time benefit recorded in the first geEa®009, the expense comparison between 2010 &928s
affected by an increase of $0.3 million in the dngajuarterly expense associated with the domestision plan
due to changes in plan assumptions and performamtether factors.

Selling, general and administrative (SG&A) expendetaled $31.6 million in the third quarter 2010 quared
to $21.5 million in the third quarter 2009. SG&Ap@nses of $92.6 million (10% of sales) in the firste months o
2010 were $27.9 million higher than the expenseg6df7 million (13% of sales) in the first nine ntlas of 2009.
The increased dollar amount of SG&A expenses irthilid quarter and first nine months of the yeas\wemarily
due to the impact of the expenses incurred by &adrAcademy, incentive compensation expense, higbenating
levels and other factors.

The expenses incurred by Barr and Academy accotiote38% of the increase in the third quarter a@&o3>f
the increase in the first nine months of the year.

Incentive compensation expense under cash-bases wks $4.0 million higher in the third quarter @@fan
third quarter 2009 and $10.7 million higher in flst nine months of 2010 than the first nine maentti 2009 due to
the improved levels of profitability in the curreygar relative to the plan targets. Share-basegeasation expense
was up $0.1 million in the third quarter 2010 frtme third quarter 2009 and was $0.5 million higineie first thre
quarters of 2010 than in the first three quart€i2009.

Various cost reduction activities, including mangoweductions, were implemented in 2009 as a restitte
operating losses in that year. Some resources\diwll, have been added back in the first nine tihhoof 2010 in
order to support the significant sales growth amther develop growth opportunities. Various sakdated
expenses, such as commissions, were also highariatis business units throughout the first ninethe of 2010.

The expense for a supplemental retirement plan$®@a&smillion higher in the third quarter and $0.8lion
higher in the first nine months of 2010 than theegeriods in 2009.

Research and development (R&D) expensé$1.7 million in the third quarter 2010 were uaoged from the
third quarter 2009, while the expense for the fiigse months of 2010 of $5.2 million was $0.3 moiflihigher than
the expense for the first nine months of 2009. \Wioued our investment in process and productavgment
efforts during the first nine months of 2010 in@rdo enhance long-term growth opportunities.

Other-net expenswas $3.9 million in the third quarter 2010 and $@i6ion in the third quarter 2009. For the
first nine months of the year, other-net expensg $4..0 million in 2010 and $5.8 million in 200®eSNote H to
the Consolidated Financial Statements for detditt@major components within other-net expense.

The amortization of intangible assets increased #&0llion in the third quarter 2010 and $2.0 millia the firsi
nine months of 2010 over the comparable perio@)09 due to the amortization of the intangible &saequired
with Barr in the fourth quarter 2009 and the estedaamortization on the intangible assets acquirtid Academy
in the first quarter 2010.

The metal financing fees were $1.5 million highrethie third quarter 2010 and $2.3 million highettia first
nine months of 2010 than the respective perio@909 as a result of an increase in the quantithemmetal on
hand, higher metal prices, a one-time fee for retiating the lines and the inclusion of copper urtte
consignment lines.

Derivative ineffectiveness was an expense of $0lliomin the third quarter 2010 and $0.6 milliomthe first
nine months of 2010. There was no ineffectivenapgmese in the first nine months of 2009.

Other-net expense also includes foreign currenchaxge and translation gains and losses, bad reéhse,
gains and losses on the disposal of fixed assath, discounts and other non-operating items.

Operating profitwas $20.9 million in the third quarter 2010 and $54illion in the first nine months of 2010.
In 2009, we generated an operating loss of $0.8omiin the third quarter and $13.5 million in tfiest nine months
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of the year. The improved profitability in both ttierd quarter and first nine months of 2010 wasedr primarily by
the margin benefits from the significant increaseales and other factors. While certain expenaes imcreased,
various cost containment programs implemented @92Qill had a positive impact on profitability e third
quarter and first nine months of 2010.

Interest expense — natas $0.8 million in the third quarter 2010 vers@s2$million in the third quarter 2009,
while for the first nine months of the year, thé eepense was $2.1 million in 2010 and $0.8 miliim2009. The
higher expense in both the third quarter and finsé months of 2010 was primarily due to the higheels of debt
outstanding, the effect of which was partially effey a lower average borrowing rate.

Thelncome (loss) before income taxesd thelncome tax expense (benefitdr the third quarter and first nine
months of 2010 and 2009 were as follows:

Third Quarter Ended Nine Months Ended

Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Dollarsin millions) 2010 2009 2010 2009
Income (loss) before income tax $20.1 $ (0.8 52t $(14.9)
Income tax expense (benel 6.7 (0.9 18.7 (5.5
Effective tax rate 33.5% (116.9%  35.% (38.5%)

The effects of percentage depletion, foreign sourceme, the production deduction, executive office
compensation and other items were major factorthiodifference between the effective and statutatgs in the
third quarter and first nine months of 2010. Thedapense in the third quarter 2010 included unfabie discrete
events totaling $0.3 million.

The tax expense of $18.7 million in the first nmenths of 2010 also included a discrete item of $dillion
recorded in the first quarter 2010 for the reductid a deferred tax asset as a result of the rigcenacted Patient
Protection and Affordable Care Act, as amendechbyHealth Care and Education Reconciliation AcgiBeing in
2013, we will no longer be able to claim an incaapededuction for prescription drug benefits preddo our
retirees and reimbursed under the Medicare Pagtiieze drug subsidy program. While this tax inceedses not
take effect until 2013, accounting standards reghat the carrying value of a deferred tax assetdjusted in the
period in which legislation changing the applicatale law is enacted.

The difference between the effective and statutatgs in the third quarter and first nine month2@®9 was
due to the effects of percentage depletion, foremurce income and other items. Discrete eventsged a net tax
benefit of $1.0 million in the third quarter 2009.

Net incomewas $13.4 million (or $0.65 per share, diluteddhia third quarter 2010 compared to a net incor
$0.1 million (or $0.01 per share, diluted) in thed quarter 2009. For the first nine months of ykear, we generat:
a net income of $33.8 million (or $1.65 per shaitted) in 2010 and a net loss of $8.8 million $8x.44 per share,
diluted) in 2009.

Segment Results

We have four reportable segments. The results v Bervices, Inc., a wholly owned subsidiary thatvides
administrative and financial services on a cosslasis to other units within the organization, atitr corporate
costs are included in the All Other column of oegmment reporting. See Note F to the Consolidatedrigial
Statements.

The operating loss within All Other was $0.2 mitlibigher in the third quarter 2010 than the thiuérger 2009
and $2.1 million higher in the first nine months28f10 than the first nine months of 2009. The caispa between
the first nine months of the two years was affettgdhe one-time $1.1 million pension curtailmeatrgrecorded in
the first quarter 2009 and the $0.6 million of dative ineffectiveness expense recorded in 201d®ritive
compensation, retirement plan costs and other catpadministrative costs were higher in the thindrter and firs
nine months of 2010. These increases were partiffbgt by an increase in corporate charges taelgenents in
both the third quarter and first nine months of@201
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The operating profit for each of the four reporeabbégments improved in the third quarter and fiirs¢ months
of 2010 over the respective periods in the pri@ryeith Specialty Engineered Alloys showing theyst
improvement in both the third quarter and firstenmonth period of the year.

Advanced Material Technologies and Services

Third Quarter Ended Nine Months Ended
Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Millions) 2010 2009 2010 2009
Sales $214.¢ $127.¢ $631.7 $320.:
Operating profit 9.C 8.t 26.7 17.€

Advanced Material Technologies and Serviaesnufactures precious, non-precious and speciatalm
products, including vapor deposition targets, frdichi@ssemblies, clad and precious metal prefohigh
temperature braze materials, ultra-fine wire, adedrchemicals, optics, performance coatings ancoeliectronic
packages. These products are used in wirelesscaeduictor, photonic, hybrid and other microeledtron
applications within the consumer electronics ahectmmunications infrastructure markets. Other ikeykets for
these products include medical, defense and scieneegy and industrial components. Advanced Malteri
Technologies and Services also has metal cleamaratons and in-house refineries that allow fer téclaim of
precious metals from internally generated or cust@scrap. Due to the high cost of precious matadiucts, we
emphasize quality, delivery performance and cust@@evice in order to attract and maintain appiwat. This
segment has domestic facilities in New York, Coticat, Wisconsin, New Mexico, Massachusetts andf@aia
and international facilities in Asia and Europe.

Sales from Advanced Material Technologies and $esvof $214.8 million in the third quarter 2010 &68%
higher than sales of $127.9 million in the thircagier 2009 while sales in the first nine montht¢hefyear grew
$311.4 million, or 97%, from $320.3 million in 2009 $631.7 million in 2010. The higher sales re=ifrom a
combination of organic growth from the existing mgieons, the two acquisitions and a higher metakeppass-
through.

The largest growth platform in the third quarted dinst nine months of 2010 has been sales of vepposition
targets, lids and other precious metal materialsufeactured at the Buffalo, New York facility. Trgsowth resulted
from improved demand primarily from the consumeiceionics market for wireless, handset, LED aneéroth
microelectronic applications. The sales order efurghese products was strong during the firsenmimonths of
2010. Sales of targets for magnetic head applicatiathin the data storage sector of the consumeetrenics
market showed improvement in the third quarterférstinine months of 2010 as well.

Sales of advanced chemicals grew in the third guartd first nine months of 2010 over the respegeriods
in 2009 as a result of improved demand for semiootad and security applications along with the depment of
materials for new LED applications. The near-teutiank for these materials continues to look solid.

Sales of electronic packages, while a relativelglten product line, also increased in the thirdrtgraand first
nine months of 2010 due to improved demand fronmtéleeommunications infrastructure market, prinyairl Asia.

Offsetting a portion of the growth in the abovedurots was a decline in sales of large area speaéings to
the medical market. These products, mainly pregipi@cious metal coated polymer films, were 32%scloin the
third quarter 2010 and 22% lower in the first ninenths of 2010 than the corresponding periods 920ower
manufacturing yields and the inability to hold taleces resulted in missed sales and the loss aftiamp of the
business to our competitor in 2010. As of earlthia fourth quarter 2010, new processes were baixagldped and
qualified with the customer. We anticipate thaesaif these products will improve either late ia thurth quarter
2010 or early in the first quarter 2011.

Sales of lids into the medical market remained finowever, sales of lids for defense applicatiorsensofter
in the first nine months of 2010 than in the fingie months of 2009.

Barr and Academy, the two recent acquisitionsjragkided in the Advanced Material Technologies and
Services segment, and accounted for over 60% afament’s sales growth in the third quarter 20idaver 50%

17




Table of Contents

of the sales growth in the first nine months of @&xbm the respective periods in 2009. Barr prodube film
optical filters for the defense, medical and otimarkets. Barr combined with Thin Film Technologys., which we
acquired in 2005, allow us to offer a variety ofusions for precision thin film optical coating djmations over a
wide spectrum of wavelengths. Academy manufactspestering targets, sheet, fine wire, rod and powded in
medical, microelectronic and architectural glass etier energy applications. Academy also has pusainetal
refine capabilities and its operations are complaarg to our Buffalo, New York operations.

Advanced Material Technologies and Services adjtstelling prices daily to reflect the currenstof the
precious and certain other metals that are sold.cbist of the metal is generally a p#a®ugh to the customer an
margin is generated on the fabrication effortssipective of the type or cost of the metal usedgivan application.
Therefore, the cost and mix of metals sold wileaffsales but not necessarily the margins genebgtétbse sales.
The average prices of gold, silver, platinum, millen and ruthenium were higher during 2010 resgliman
estimated $26.6 million increase in sales in thel thuarter 2010 and an estimated $67.0 milliomease in sales in
the first nine months of 2010 compared to the retbpe periods of 2009.

The gross margin on Advanced Material Technologies Services’ sales was $27.2 million (13% of 9ates
the third quarter 2010 compared to $18.7 millioB%lof sales) in the third quarter 2009. Gross nmaodi
$81.6 million in the first nine months of 2010 wa$32.9 million improvement over the gross mardin o
$48.7 million in the first nine months of 2009. Gsamargin was 13% of sales in the first nine mooft010 and
15% of sales in the first nine months of 2009.

The increase in the margin dollars in the thirdrtpraand first nine months of 2010 was largely thuthe
higher sales volumes from the existing operatiomsthe two acquisitions. The gross margin as agneraf sales
was lower in the third quarter and first nine manti 2010 due to the higher precious metal prics{trough and
the relatively high precious metal portion of Acagés sales. Margins were reduced by the lower safig@soducts
to the medical and defense markets, which genegeliyerate higher margins, as well as higher yiddds on
polymer films in the first half of 2010.

Manufacturing overhead costs at the existing oeratwere 5% lower in the third quarter 2010 tHanthird
quarter 2009. Manufacturing overhead costs werdigfiter in the first nine months of 2010 than thstfnine
months of 2009 as overhead costs increased modestlpport of a significantly larger increase &es. The gross
margin in the first nine months of 2010 was reduogdhventory write-downs and yield costs of $0.8ion while
gross margin in the first nine months of 2009 wetuced by $1.4 million for lower of cost or market other
inventory charges recorded in that period.

Total SG&A, R&D and other-net expenses were $18IRam (8% of sales) in the third quarter 2010 ccargd
to $10.2 million (8% of sales) in the third quard®09. These expenses totaled $55.0 million (9%at&s) in the
first nine months of 2010, an increase of $23.9ionilover the expenses of $31.1 million (10% ofsaln the first
nine months of 2009.

The expenses incurred by Barr and Academy accotiotexrver 50% of the increase in the segment’s rgpge
in both the third quarter and first nine month010 over the comparable periods in the prior year.

After implementing cost control and reduction progs in 2009, some resources have been added bk in
first nine months of 2010 in order to support thevgng business. Incentive compensation expengeased due to
the improved performance in 2010. Corporate changee $1.6 million higher in the third quarter 2Ghén the
third quarter 2009 and $3.6 million higher in tivstfnine months of 2010 than the first nine morth2009.

Expenses also grew due to the increases in amiwhizexpense as previously discussed. Metal fimanfaes
were $0.6 million higher in the third quarter 2 $1.4 million higher in the first nine months2610 than the
same periods in 2009 due to a combination of faciacluding higher metal prices.

Advanced Material Technologies and Services geeérat operating profit of $9.0 million in the thijdarter
2010 and $8.5 million in the third quarter 2009 e@xiing profit of $26.7 million in the first nineanths of 2010
was a $9.1 million improvement over the $17.6 milloperating profit in the first nine months of 20@perating
profit was 4% of sales in the first nine month010 and 6% of sales in the first nine months &R2®oth Barr
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and Academy contributed to the growth in operapngfit in the first nine months of 2010 over thesfinine months
of 2009.

Specialty Engineered Alloys

Third Quarter Ended Nine Months Ended

Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Millions) 2010 2009 2010 2009
Sales $75.7 $42.¢ $216.¢ $121.1
Operating profit (loss 8.7 (6.3 20.t (26.5)

Specialty Engineered Alloysyanufactures and sells three main product families:

Srip 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
consumer electronics, telecommunications infrastine; automotive electronics, appliance and megdical

Bulk products are 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. The majority of bulk pducts contain beryllium. Bulk products are soldvatily to the
industrial component and commercial aerospaceggngrlecommunications infrastructure, defenseathdr
markets. Applications for bulk products include aild gas drilling components, bearings, bushingling rods,
plastic mold tooling and undersea telecommunicatioousing equipment; and,

Beryllium hydroxide is 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 as well as by the Bami and Beryllium Composites segment.

Strip and bulk products are manufactured at fédlin Ohio and Pennsylvania and are distributeddwide
through a network of company-owned service cergrdsoutside distributors and agents.

Sales by Specialty Engineered Alloys of $75.7 wiillin the third quarter 2010 were 76% higher thelassof
$42.9 million in the third quarter 2009. Sales 816.9 million in the first nine months of 2010 w&@5.8 million,
or 79%, higher than sales of $121.1 million in fingt nine months of 2009.

Strip and bulk product sales were significantlyh@gin the third quarter and first nine months 1@ than the
comparable periods of 2009. There were no hydrosides from the Utah operations in the third qua®d.0.
Hydroxide sales totaled $4.2 million in the firéh@ months of 2010. In 2009, hydroxide sales wéx8 #illion in
the third quarter and $6.9 million in the first @imonths of the year.

Shipments of strip products grew 40% in the thindrter 2010 over the third quarter 2009 and foffitisénine
months of the year shipments were 72% higher ifd2Ban in 2009.

The growth in both the third quarter and first nmenths of 2010 over the comparable periods in 2089
largely due to improved demand from the consumestednics market, including PDAs, the latest geti@neof
smart phones and other hand held devices. Demandtfre automotive electronics market also improwest the
2009 levels, but not as significantly as the groimtbonsumer electronic applications.

The demand for strip products softened slightlthimthird quarter 2010 from the high levels in seeond
guarter 2010 due to seasonality issues, model eltaegs and an increase in downstream inventoryiposi

Bulk product shipments in the third quarter 2010emvmore than double the third quarter 2009 whilprelents
in the first nine months of 2010 were 78% highantithe first nine months of 2009. Demand for od gas
applications within the energy market grew in thiedt quarter and first nine months of 2010 overdbmparable
periods in 2009 in part due to the superior pertoroe characteristics offered by our products. Dehfian
commercial aerospace applications improved ash@idiemand for other industrial component applicetjo
including heavy equipment. Demand for bulk prodwess stronger in the third quarter 2010 than irheaddhe first
two quarters of the year.
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Total order entry, while lower than the second tpra2010, was 6% higher than sales in the thirdtqu2010.

Higher metal prices accounted for an estimated 82I8n of the $32.8 million increase in salesweeén the
third quarter 2010 and the third quarter 2009 at@Gmillion of the $95.8 million difference in salbetween the
first nine months of 2010 and the first nine mordh&009.

Specialty Engineered Alloys generated a gross maig$20.1 million in the third quarter 2010, an
improvement of $16.0 million over the gross margfir$4.1 million generated in the third quarter 200Be gross
margin was 27% of sales in the third quarter 2010 0% of sales in the third quarter 2009. Foffitls¢ nine
months of the year, gross margin was $54.7 mi28% of sales) in 2010 and $3.0 million (2% of sala 2009.

The growth in the gross margin in the third quaated first nine months of 2010 over the respeqtiméods of
2009 was largely due to the higher sales and tageeproduction volumes. Manufacturing performameenarily
in the first half of 2010, and machine utilizatiates have also improved in the first nine monthia0d 0. A
favorable change in product mix as well as impropeding levels also contributed to the growth iangins in the
third quarter and first nine months of 2010. Mawctfiang overhead costs, which had been reduce@(® Bue to
the lower sales in that year, have increased ifitstenine months of 2010 over the comparablequkiin 2009 but ¢
a slower rate than the sales increase.

We recorded a $0.4 million benefit as the estimatedgin impact of the projected depletion of a-lasfirst
out (LIFO) inventory layer associated with the dhijuarter 2010 after recording a $3.0 million LIBénefit in the
first half of 2010. This margin benefit may notueto this extent or at all in 2011.

Total SG&A, R&D and other-net expenses were $11ildam (15% of sales) in the third quarter 2010 and
$10.5 million (24% of sales) in the third quart@02. For the first nine months of the year, theqeeases totaled
$34.2 million (16% of sales) in 2010 and $29.5 imill(24% of sales) in 2009.

Corporate charges and incentive compensation isecei the third quarter and first nine months@f@over
the comparable periods in 2009. Currency exchamggek were lower in the third quarter 2010 tharihind quarter
2009 but were higher in the first nine months af@@ver the same period last year. The other SG&#erses and
R&D expenses incurred by Specialty Engineered Allogmbined for a net decrease in the third quartdrfirst
nine months of 2010 versus the respective priaogdsr

Operating profit from Specialty Engineered Alloyas8.7 million in the third quarter 2010 and $2@i8ion
in the first nine months of 2010. In 2009, thisreegt incurred an operating loss of $6.3 milliorthie third quarter
and $26.5 million in the first nine months of thesay. This $47.0 million improvement in operatingffirover the
first nine months of 2010 was due to the margirefienfrom the higher volumes, the related impact o
manufacturing performance and other margin gaifsebfn part by an increase in expenses.

Beryllium and Beryllium Composites

Third Quarter Ended Nine Months Ended
Oct. 1, Oct. 2, Oct. 1, Oct. 2,
(Millions) 2010 2009 2010 2009
Sales $17.C $10.2 $45.¢ $36.2
Operating profit (loss 4.2 (0.5 8.4 2.4

Beryllium and Beryllium Compositemanufactures berylliurhased metals and metal matrix composites in
sheet, foil and a variety of customized forms atEimore, Ohio and Fremont, California faciliti#hiese materials
are used in applications that require high stifsnasd/or low density and they tend to be premiuicedrdue to their
unique combination of properties. This segment alanufactures beryllia ceramics through our whollned
subsidiary, Brush Ceramic Products Inc., in Tucgoizona. Defense and science is the largest méok&eryllium
and Beryllium Composites, while other markets seérnelude industrial components and commercial sgaoe,
medical, energy, telecommunications infrastructaomustics and optical scanning.

Sales by Beryllium and Beryllium Composites of ®lillion in the third quarter 2010 were a 67%
improvement over sales of $10.2 million in the dhjuarter 2009 while sales of $45.8 million in fist nine
months of 2010 were 26% higher than sales of $8#l®n in the first nine months of 2009.
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Sales for defense and science applications froribimere facility improved in the third quarter 20&@er the
third quarter 2009 and were higher than each ofitbetwo quarters of 2010 as well. Sales for caencial
applications, including beryllium foil and mediaatd analytical x-ray assemblies, also grew in liirel tjuarter and
first nine months of 2010 over the respective pim the prior year.

Beryllia ceramic sales, while a smaller portiortlu segmens sales, were 60% higher in the third quarter :
than the third quarter 2009. Sales of these pradndhe third quarter were also higher than eddheofirst two
quarters of 2010. This growth is due to improvethded from the telecommunications infrastructureketr
including laser tube applications.

Total order entry exceeded sales by 5% in the tnirater 2010 and was higher than the order levebch of
the first two quarters of the year.

Beryllium and Beryllium Composites generated a gmosirgin of $7.2 million, or 42% of sales, in thed
quarter 2010 compared to $1.5 million, or 14% désain the third quarter 2009. Gross margin wa& &nillion, ol
36% of sales, in the first nine months of 2010 uer$9.6 million, or 26% of sales, in the first nmenths of 2009.

The margin improvement in the third quarter anstfiine months of 2010 over the respective perlilo@909
was largely due to the higher sales volume andelaged production throughput generating manufaegur
efficiencies. The difference in input materialse w§ vendor scrap and reclamation efforts provige@stimated
$0.3 million benefit to margins in the third quarg®10 while unfavorable inventory valuation adjoenhts were
$0.3 million lower in the third quarter 2010 thanthe third quarter 2009. Lower manufacturing ysetah welded
products negatively impacted gross margin in trst Fialf of 2010 but process improvements were é@mgnted and
these issues were largely resolved in the thirdtqua

SG&A, R&D and other-net expenses for Beryllium &@w®tyllium Composites totaled $3.1 million, or 18% o
sales, in the third quarter 2010 and $1.9 millimn19% of sales, in the third quarter 2009. Theg®rses amounted
to $8.2 million, or 18% of sales, in the first nimonths of 2010 and $7.2 million, or 20% of saieghe first nine
months of 2009. Incentive compensation and corparharges were higher in the third quarter andfiiree months
of 2010 than they were in the respective period2080. Various selling expenses, including outselwices and
travel, increased in the third quarter 2010 afang relatively flat in the first half of 2010 comugd to the first half
of 2009.

Beryllium and Beryllium Composites recorded an agiag profit of $4.2 million in the third quarte®20
compared to an operating loss of $0.5 million ia third quarter 2009. For the first nine monthshef year,
operating profit improved from $2.4 million in 2008 $8.4 million in 2010. Operating profit was 1&fftsales in th
first nine months of 2010 and 7% of sales in th&t fiine months of 2009.

Engineered Material Systems

Third Quarter Ended Nine Months Ended

Oct. 1, Oct. 2, Oct. 1, Oct. 2,

(Millions) 2010 2009 2010 2009
Sales $17.7 $9.5 $51.€ $22.¢
Operating profit (loss 1.7 0.1 4.8 (3.9

Engineered Material Systemgcludes clad inlay and overlay metals, precious lamse metal electroplated
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 produdtglude connectors, contacts and semiconductores larigest
markets for Engineered Material Systems are autemetectronics and consumer electronics, whiledisfense an
science, energy and medical markets offer furthewth opportunities. Engineered Material Systenes ar
manufactured at our Lincoln, Rhode Island facility.
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Sales from Engineered Materials Systems were $tillion in the third quarter 2010, an 86% improverhe
over sales of $9.5 million in the third quarter 208ales of $51.6 million in the first nine montf2010 were more
than double the sales of $22.4 million in the firiste months of 2009. The volume growth was slightgher than
the growth in the sales value between the firse mionths of 2010 and the first nine months of 2009.

The sales growth in the third quarter 2010 wasdlgrdue to improved demand from the automotivetedeics
and consumer electronics markets. In the first nioaths of the year, sales for automotive eleca®niore than
tripled while consumer electronics market saleduiting sales of disk drive arm materials for dettarage
applications, more than doubled. Sales into theicaédnd energy markets were slightly softer intthied quarter
2010 than the third quarter 2009, but for the fiise months of 2010, sales to these emerging rsar&mained
ahead of the 2009 pace.

The order entry rate softened somewhat in the tiultter 2010 from the high levels in the firstfledl2010,
partially due to seasonal slowdowns in Europe arttié automotive electronics market. The orderyenatie has
exceeded sales over the first nine months of 2010.

The gross margin on Engineered Material Systenisssaas $3.9 million, or 22% of sales, in the thgdarter
2010 compared to $1.4 million, or 14% of saleghmthird quarter 2009. The gross margin was $dfllfon, or
22% of sales, in the first nine months of 2010imaprovement of $10.5 million over the gross margfin
$0.7 million, or 3% of sales, in the first nine ntlos of 2009.

The improvement in gross margin in the third quaatad first nine months of 2010 over the respeqgtimeods
in 2009 resulted primarily from the significant irese in sales volume. The resulting higher pradiustolumes
helped to generate improved manufacturing effidesias well. In addition, manufacturing costs, whiere
significantly reduced throughout 2009 due to the sales volumes in that year, have not been addek b
proportionately with the increase in sales voluméhe first nine months of 2010.

Total SG&A, R&D and other-net expenses of $2.2ionillin the third quarter 2010 were $0.9 million g
than the third quarter 2009 while the expense tft&6.4 million in the first nine months of 201@sv$2.3 million
higher than the first nine months of 2009.

After implementing significant cost reduction iatiives in 2009 due to the lower sales that yeporéion of
those resources have been added back in ordepporuhe growth in sales in the first nine month2010. Sales-
related expenses, including commissions, were highthe first nine months of 2010 than the firstenamonths of
2009, as were travel expenses and metal finaneieg fAn increase in incentive compensation expande
corporate charges also contributed to the highperse in both the third quarter and first nine rhsmf 2010.

Engineered Material Systems generated an opernatofg of $1.7 million in the third quarter 2010ropared tc
a profit of $0.1 million in the third quarter 200Bhe segment generated an operating profit of $dll&n in the
first nine months of 2010, an improvement of $8iRiom over the operating loss of $3.4 million ine first nine
months of 2009. This improvement resulted fromrtteggin benefit from the higher sales and othemigcbffset in
part by an increase in expenses.

Legal

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 cmil as a result
of exposure to beryllium. Plaintiffs in berylliunagses seek recovery under negligence and varioas letial
theories and seek compensatory and punitive damiagemny cases of an unspecified sum. Spousasyifclaim
loss of consortium.
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The following table summarizes the associated #gtivith beryllium cases.

Quarter Ended
Oct. 1, 2010  July 2, 2010

Total cases pendir 2 2
Total plaintiffs 6 6
Number of claims (plaintiffs) filed during periodi@éed 0(0) 1(2)
Number of claims (plaintiffs) settled during perieddec 0(0) 2(2
Aggregate cost of settlements during period endetafs in thousand: $ 0 $0
Number of claims (plaintiffs) otherwise dismiss 0(0) 1(2)

Settlement payment and dismissal for a single nesenot occur in the same period. Two cases were
technically settled and dismissed in the secondtgua010 but the settlement payments totaling XDwere made
in the first quarter 2010.

Additional beryllium claims may arise. Managemeelidves that we have substantial defenses in treeses
and intends to contest the suits vigorously. Emgédogases, in which plaintiffs have a high burdeprobf, have
historically involved relatively small losses to. Usird-party plaintiffs (typically employees of gtomers or
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 astmiatigation
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/d a material adverse effect on our financial @¢amor cash
flow. However, our results of operations could batenially affected by unfavorable results in onemare of these
cases.

The reserve for beryllium litigation was $0.4 nulii at October 1, 2010 and $0.6 million at Decen®igr2009
and was recorded in other lotgrm liabilities on the Consolidated Balance SheEtg insurance recoverable, wt
is recorded within other assets and not nettechagthie reserve, was $0.1 million as of Octob&01,0 and
$0.3 million as of December 31, 2009.

Regulatory Matters. Standards for exposure to beryllium are under vewig 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 Governmenguistrial
Hygienists, have adopted standards that are mongent than the current standards of OSHA. Thesldgment,
proposal or adoption of more stringent standardg affect 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 operating results, liquidity and financiahdition 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 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 provided from operating activitieégas $14.8 million in the first nine months of 20d9net income
and the effects of depreciation more than offssttancrease in working capital items, primarilgagnts receivabl
and inventory. The working capital increased ineorid support the significant increase in salefién
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first nine months of 2010. The net cash from opegadctivities was a strong $35.5 million in thedhquarter 2010
alone compared to $20.7 million of cash used iratgg activities in the first six months of 2010.

Cashbalances totaled $15.4 million as of the end ofthlirel quarter 2010, an increase of $3.2 milliconir
yearend 2009.

Accounts receivablef $133.6 million as of the end of the third qua610 was $49.6 million, or 59%, higher
than the balance as of December 31, 2009. The grioweceivables was predominately due to saléisarthird
quarter 2010 being $110.2 million higher than saiebe fourth quarter 2009. The days sales outistgn(DSO), a
measure of how quickly receivables are collecteas glightly slower at the end of the third qua2@t0 than it was
at the end of the fourth quarter 2009 and had @nimpact on the increase in receivables. We hatemade any
significant changes to the credit terms offereduocustomers in the current year. Despite the tiranvreceivables
bad debt expense in the first nine months of 2@bained relatively minor.

Other receivablesotaling $0.8 million as of the end of the thirdagier 2010 primarily represented amounts
outstanding for reimbursement of equipment purathaseler a government contract. Outstanding recligads of
December 31, 2009 totaled $11.1 million, the majasf which was for reimbursement under this saom@ract.

Inventorieswere $152.3 million as of October 1, 2010, havingwg $22.2 million, or 17%, over the inventory
balance as of December 31, 2009. While the invgntalue has increased, the inventory turnover ratimeasure «
how quickly inventory is sold on average, improaedof the end of the third quarter 2010 from tharyend 2009
level as inventories have not been restocked atdhee rate as the increase in sales. Inventortegve@ach of the
four segments grew in the first nine months of 28ftér having been reduced throughout 2009 in respto the
lower level of demand. The inventory value as eféind of the third quarter 2010 remained belowirthientory
value as of year-end 2008.

Inventories within Advanced Material Technologi@sl &ervices grew approximately 12% in the firsenin
months of 2010, a portion of which is attributatdehe acquisition of Academy. The inventory growdhs less tha
the growth in sales volumes as the majority of sgigment’s metal requirements are maintained throéfgbalance
sheet financing arrangements.

Specialty Engineered Alloys’ inventory pounds omdhas of the end of the third quarter 2010 were B&$er
than year-end 2009, but this increase was alsdHessthe growth in the segment’s sales. The grawdopper
pounds on hand was in consigned rather than owoedds.

We use the LIFO method for valuing a large portboour domestic inventories. By so doing, the nresent
cost of various raw materials, including gold, cepand nickel, is charged to cost of sales in tireenit period. The
older, and often times lower, costs are used toevile inventory on hand. Therefore, current chamgéhe cost of
raw materials subject to the LIFO valuation methagie only a minimal impact on changes in the inmgntarrying
value.

Prepaid expensesf $31.8 million as of the end of the third qua28d0 were $3.8 million higher than yeszmd
2009. This difference was due to the change ifaimezalue of derivative financial instruments, ianrease in
miscellaneous prepaid taxes, the timing of paymentsother items.

Capital expendituredor the first nine months of 2010 and 2009 are saniwed as follows:

First Nine
Months
(Millions) 2010 2009
Capital expenditure $33.6  $26.7
Mine developmen 11.1 0.5
Subtotal 44.¢ 27.2
Reimbursement for spending under government car 17.¢ 15.4
Net spending $27.1  $11.€
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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@gamately
$93.8 million, with our share of the project coatued at approximately $24.1 million. The DoD wéimburse us
for the balance of the project cost. Reimbursemieats the DoD are recorded as unearned incomeen th
Consolidated Balance Sheets. We spent $23.8 milliothis project (which is included in the $33.8lion figure in
the table above) and received $17.8 million from oD in the first nine months of 2010 as our payrsand the
subsequent reimbursements do not necessarily otthe same periods.

The building that houses this equipment and the that it occupies will be held under a capitabkedn the
third quarter 2010, we recorded a capital leasetas®l obligation of $10.2 million. Lease paymearts
approximately $1.1 million per year. The lease t&srh60 months. The lease payments are considaredfour
cost share for this project. The lease paymenthtigation are not included in the capital expéumndi totals in the
above table.

Testing of the equipment began in the third quat€d0 and will continue through the fourth quarould
the equipment testing go well, our plans call for facility to be operating at production levelghe first quarter
2011.

Our Utah operations developed a new bertranditemane using the open pit method during the firseni
months of 2010. The pit was completed in the thindrter 2010 with ore extraction scheduled to bé&giin the
fourth quarter 2010 or early in the first quartéd.2.

The remainder of the capital spending was on iedlaieces of equipment and various infrastructuogepts
across the organization. The Elmore and Buffaldifees had the highest levels of spending in tingt nine months
of 2010. The Elmore spending included paymentsfoew degreaser, cranes and related equipmentrutes
manufacture of bulk products as well as other siftecture upgrades and improvements. In additionutiiple
small pieces of manufacturing equipment and anagmgto the clean room capabilities, the Buffalmsiiey also
included amounts for a software implementation.iiWested in new equipment at Barr and Academy érfitist
nine months of 2010.

Other asset®f $40.6 million at the end of the third quartedRGvere $1.4 million lower than the balance of
$42.0 million at year-end 2009. This decrease wastaesult of the fair value of intangible assetquired with
Academy being more than offset by the amortizatibthe existing and acquired intangibles, a reaucin the
insurance recoverable account and other factors.

Other liabilities and accrued itemwere $55.9 million at the end of the third qua&8i0, an increase of
$11.8 million during the first nine months of theay. The increase was primarily due to growth @itttentive
compensation accrual as a result of the improveipeance in 2010. Accruals for other items, in@hgdfringe
benefits and miscellaneous taxes, increased by mmrar amounts. These increases were offset infyattie
decline in the fair value of outstanding derivatiwvencial instruments.

Unearned revenuewhich is a liability representing products invoidedcustomers but not shipped, was
$0.8 million as of October 1, 2010, an increas®@®#f million from December 31, 2009. Revenue ardatbsociated
margin will be recognized for these transactiongmvthe goods ship, title passes and all other e/egcognition
criteria are met. Invoicing in advance of the shimty which is only done in certain circumstancéens us to
collect cash sooner than we would otherwise.

Other long-term liabilitiestotaled $18.8 million as of the end of the thirchgar 2010 compared to $9.6 milli
as of year-end 2009. The main reason for this as=evas the recording of the long-term portiorhefdapital lease
previously discussed.

Theretirement and post-employment bendfilance was $73.3 million at the end of the thindrter 2010, a
decline of $9.1 million from December 31, 2009. Shalance represents the liability under our doimestfined
benefit pension plan, the retiree medical plana@thér retirement plans and post-employment oblggsti

The liability for the domestic pension plan dectirenet $9.1 million in the first nine months oflP0as a resu
of the contributions to the plan totaling $11.7lmil and an adjustment to other comprehensive irc@n
component of shareholders’ equity, of $1.7 millaifset in part by an expense of $4.3 million.
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Changes in the liability for other post-employmbatefit obligations during the first nine month<26fL0
generally were small and tended to offset eachrothe

Unearned incoméncreased $17.8 million in the first nine month61.0, from $39.7 million as of
December 31, 2009 to $57.5 million as of Octobe2(1,0. As previously noted, this liability repreten
reimbursements from the government since 200éhdesign and construction of the new berylliundpadion
facility. The liability will be relieved to incomeatably with depreciation over the life of the fdgionce it is
completed and placed into service.

Debttotaled $98.1 million as of the end of the thirdagar 2010, an increase of $33.6 million from thizlt
debt of $64.5 million at the end of 2009. The irs® in debt resulted primarily from funding theasijion of
Academy, the growth in receivables and inventony eapital expenditures. The majority of the debtéase was
through increased borrowings under the existinglkang line of credit and was classified as longvteon the
consolidated balance sheet.

Short-term debt, which included domestic and faraigrrency denominated loans, was $39.8 millionfake
end of the third quarter 2010. Long-term debt wa8.8 million as of the end of the third quarter @0tdone of
which was currently payable. We were in compliawdd all of our debt covenants as of the end oftthel quarter
2010.

Shareholders’ equityvas $375.5 million at the end of the third qua@t0, an increase of $35.6 million over
the balance of $339.9 million as of year-end 2008s increase was primarily due to comprehensigernme of
$35.2 million (see Note E to the Consolidated FaiarStatements).

We received $0.9 million for the exercise of opidar approximately 49,000 shares in the first mmnths of
2010. We repurchased approximately 150,000 sha@esast of $3.5 million in the first nine monthis2010 (all of
which occurred in the third quarter) under a plppraved by the Board of Directors.

Equity was also affected by stock-based compensatipense and other factors.

Prior Year Financial Position

Net cash from operating activities was $21.2 millio the first nine months of 2009 as the net clkarig
working capital and the benefits of depreciatiod amortization more than offset the impact of thelass.

Accounts receivable declined $9.6 million, or 1Xring the first nine months of 2009 primarily doethe
lower sales. Inventories were $27.3 million, or 118wer at the end of the third quarter 2009 thiayear-end 2008
as inventories were reduced due to the lower ledabsisiness. The inventory turnover ratio alsorioved. The
majority of the decline in inventory levels was3pecialty Engineered Alloys; in addition to the Evguantity on
hand, the value of this segment’s inventory dedliftem a mix shift in the make-up as the quantityhe higher
valued finished goods inventory decreased by nfwe the lower valued feedstocks and work-in-prac@siser
assets declined $4.3 million during the first nmenths of 2009 primarily due to amortization ofingible assets.
Other liabilities and accrued items declined $9illion in the first nine months of 2009 largely asesult of the
payment of the 2008 incentive compensation to eygas. The fair value of outstanding derivatives acctuals fo
other items, including utilities and commissionsclihed as well. The retirement and post-employnoéiigation
declined $16.7 million in the first nine months28f09 as we made contributions to the domestic ddfbrenefit
pension plan totaling $16.2 million in that period.

Outstanding debt totaled $46.8 million as of thd ehthe third quarter 2009, an increase of $5.ianiover
the balance as of yeand 2008, while cash on hand of $26.9 million wa< $nillion higher than the prior year el

Off-Balance Sheet Arrangements and Contractual Obgjations

We maintain the majority of our precious metald tha use in production on a consignment basis deeroto
reduce our exposure to metal price movements arebitece our working capital investment. In 2010,aslded the
ability to consign a portion of our copper requients under similar arrangements as the precioual met
consignments. The balance outstanding under theaddince sheet precious metal and copper consigaedtory
arrangements totaled $221.7 million at the endhefthird quarter 2010, an increase of $123.0 milfrom year-
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end 2009 as a result of an increase in the questith hand in order to support the current busilessss, the
addition of Academy in 2010, higher metal pricég, inclusion of copper and other factors.

In the third quarter 2010, we renegotiated ouriptecmetal consignment arrangements to allow foQrag
other items, an extension of the term and an iseréathe capacity of the line.

As previously discussed, in the third quarter 2046 recorded a $10.2 million capital lease for gdng and
land associated with the new beryllium facilityiimore, Ohio.

While our borrowings under existing lines of creutive increased during the first nine months of20de hav
not entered into any new loan agreements in teerfine months of 2010. For additional informat@mour
contractual obligations, please see page 41 oAnnual Report on Form 10-K for the year ended Ddwem31,
20009.

We were in compliance with the covenants in oushaffance sheet arrangements as of October 1, 2010.
Liquidity
We believe funds from operations plus the avail&ldeowing capacity and the current cash balanee ar

adequate to support operating requirements, capitsnditures, projected pension plan contributistrategic
acquisitions, share repurchases and environmentaddiation projects.

The debt-to-debt-plus-capital ratio increased %2 of the end of the third quarter 2010 from &&96f the
end of 2009 as a result of using debt to fund tbad®my acquisition and the increase in workingtehpiypically,
as business levels expand, the working capitalsimrent increases. As growth rates slow down, oukiwg capital
levels will tend to normalize and we should gererash flow from operations that will enable useduce debt.
The debt-to-debt-plus-capital ratio did improveidgrthe third quarter 2010 as the ratio was 25%eaend of the
second quarter 2010.

While our debt levels have increased in 2010, tlelable debt capacity under existing credit lines
$157.1 million as of the end of the third quartel@, an increase of $110.8 million since year-eb@d2 A covenant
in our revolving credit agreement limits our tadabt capacity to a function of the rolling twelvemth earnings
before interest, taxes, depreciation and amortimaind certain other adjustments. In general, agaunings
improve, so does our debt capacity. Total debtided!$22.4 million in the third quarter 2010 agault of the
strong cash provided from operations in that perideere are no mandatory long-term debt repayntertie made
within the next twelve months.

The cash balance of $15.4 million as of the entthefthird quarter 2010 was $3.2 million higher tlyaar-end
20009.

Our precious metal operations rely upon off-balastoeet arrangements in order to finance workinga&ap
requirements and to efficiently reduce our metagyexposure. Our recently renegotiated lines lircreased
capacity, thereby providing us with greater flekipi The availability under these lines is a fubatof the quantity
of metal held and the current market price. Therefboth an increasing level of business requireésnand higher
metal prices can put pressure on the availableciigp&arly in the fourth quarter 2010, gold anldesi prices
established record highs. While we currently hdneedapacity to absorb these higher prices at thrermuquantities
consigned, should capacity under the off-balaneetslnes become constrained, we would purchasenetal
requirements using traditional balance sheet deifirfancing to the extent we have available capagider those
existing lines.

In July 2010, our Board of Directors re-authorizied Company to purchase up to 700,000 shares of our
common stock. The 700,000 shares represent appatedyrB% of our outstanding shares. The primarppse of
the repurchase program is to offset the diluticratrd through shares issued under stock-based nsatjmn plans.
Any stock repurchases will be made from time tcetiior cash in the open market or otherwise, inclgdiithout
limitation, in privately negotiated transactionglanund lot or block transactions on the New Yott&cB Exchange,
and may be made pursuant to accelerated sharehages or Rule 10b5-1 plans. The repurchase praganbe
suspended or discontinued at any time.
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Critical Accounting Policies

For additional information regarding critical acating policies, please refer to pages 43 to 46unfAnnual
Report on Form 10-K for the year ended DecembeRBQ9. There have been no material changes inriitat
accounting policies since the inclusion of thiscdission in our Annual Report on Form 10-K.

Market Risk Disclosures

For information regarding market risks, pleaser&dgages 47 to 48 of our Annual Report on ForaKIfor
the year ended December 31, 2009. There have lmeeraterial changes in our market risks since thkigion of
this discussion in our Annual Report on Form 10-K.

Outlook

The second and third quarters of 2010 were veigd,sa$ sales were a combined $651.3 million andiegs
were a combined $1.32 per share diluted. The gategth in the first nine months of the year hasrblemad-based,
with improvements seen across the majority of oarkets. The order entry rate over this six montiiogewvas at al
all-time high.

We believe that the slight reduction in the ord@nerate in the third quarter 2010 from the secqudrter
2010 may have been due to an element of seasoaatitpr the downstream inventory pipeline now béirlg The
general order pattern remained very solid earlpénfourth quarter 2010. However, we anticipateé thet shipment
levels may be softer in the fourth quarter thantktel quarter as various demand generators, péatly those in th
consumer electronics market, assess the levelrsfuroer spending during the Christmas season. Shismeay
also be softer due to the holidays, year-end shwid@and fewer production and shipping days in thertgr.

Our backlog remains healthy as the order entryeateeded sales in the first nine months of 20H0sdithis
time we do not anticipate that the potential softépment level in the fourth quarter 2010 willibdicative of the
shipping level over the course of 2011. Long temnm,remain well-positioned to expand our market stzand
capture new applications.

Qualification work will continue on the new beryin facility, which may increase costs and reduce
profitability in the fourth quarter 2010. Once ogional, this facility will provide a long-term sme of high-quality
beryllium metal.

In 2009, we made reductions to our cost structueetd the significant fall-off in sales at that &inWe have
added back some resources in order to meet thenturigh production requirements, but the resounee® not
been added back proportionately with the growtsailes. Excluding the impact of Barr and Academypleyment
was still down 7% as of the end of the third qua2@10 from year-end 2008, despite the current awgad business
levels and outlook. We have reversed the wage tixhscthat were implemented in 2009 due to our owpd actue
and projected profitability.

We will be undertaking various initiatives in thaufth quarter 2010 to improve our efficiencies mh-term
profitability. However, the initial net investmeintthese initiatives may adversely affect profitipin the fourth
quarter 2010 with the benefits accruing to futueequs.

Forward-Looking Statements

Portions of the narrative set forth in this docuirtbat are not statements of historical or curfaats are
forward-looking statements. Our actual future perfance may materially differ from that contemplabgdthe
forward-looking statements as a result of a varndtfactors. These factors include, in additiontitose mentioned
elsewhere herein:

« The global economy

¢ The condition of the markets which we serviether defined geographically or by segment, withrhajor
market segments being consumer electronics, detenbscience, industrial components and commercial
aerospace, automotive electronics, telecommunitgiitirastructure, energy, medical and applia
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« Changes in product mix and the financial conditibgustomers
« Actual sales, operating rates and margins for 2002011
« Our success in developing and introducing new prtsdand new produramg-up rates;

» Our success in passing through the costswofmaterials to customers or otherwise mitigatingtiiating
prices for those materials, including the impadiiwdtuating prices on inventory value

» Our success in integrating newly acquired busirggsseluding the acquisitions of Barr and Acade

e The impact of the results of Barr and Academyour ability to achieve fully the strategic amghcial
objectives related to these acquisitions, includirgacquisitions being accretive to earnings b2

e Our success in implementing our strategic pkamd the timely and successful completion and-staof any
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 cost ancitability of raw materials (both base and precimetals), metal
financing fees, tax rates, exchange rates, pemsists and required cash contributions and otheieee
benefit costs, energy costs, regulatory complianasts, the cost and availability of insurance dneditnpact
of our common stock price on the cost of incentiempensation plan

« The uncertainties related to the impact of war @nibrist activities

¢ Changes in government regulatory requiremantsthe enactment of new legislation that impauts o
obligations and operation

* The conclusion of pending litigation matterssiccordance with our expectation that there velhb material
adverse effect:

» The amount and timing of repurchases of our comstock, if any, and

e The risk factors set forth in Part 1, Item &our Annual Report on Form 10-K for the year eshde
December 31, 200!

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

For information about our market risks, pleaserrefeur annual report on Form 10-K to shareholdershe
period ended December 31, 2009.

Iltem 4. Controls and Procedures

We carried out an evaluation under the superviaimhwith participation of management, including @teef
Executive Officer and Chief Financial Officer, bieteffectiveness of the design and operation ofimalosure
controls and procedures as of October 1, 2010 patgo Rule 13a-15(b) under the Securities Exch@gef
1934, as amended. Based upon that evaluation, anagement, including the Chief Executive Officed &hief
Financial Officer, concluded that our disclosuretcols and procedures were effective as of theuaian date.

There have been no changes in our internal corakas financial reporting identified in connectiasith the
evaluation required by Rule 13a-15 under the Stesiicxchange Act of 1934, as amended, that oataiueng the
quarter ended October 1, 2010 that have mateaéfibcted, or are reasonably likely to materiallfieaf, our internal
control over financial reporting.
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PART Il OTHER INFORMATION

Item 1. Legal Proceedings

Our subsidiaries and our holding company are stifjen time to time, to a variety of civil and adhistrative
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 October 1, 2010, our subsidiary, Brush Wetfinrac., was a defendant in two proceedings in state
federal courts brought by plaintiffs alleging thiay have contracted, or have been placed at fis&rdracting,
beryllium sensitization or chronic beryllium diseaw other lung conditions as a result of exposuitgeryllium.
Plaintiffs in beryllium cases seek recovery undsglivence and various other legal theories and segipensatory
and punitive damages, in many cases of an unspdatim. Spouses of some plaintiffs claim loss asodium.

During the third quarter of 2010, the number ofyierm cases remained unchanged at two cases (imgpbix
plaintiffs) as of July 2, 2010 and as of Octobe2@]0. No cases were filed, settled or dismissethgthe quarter.

The two pending beryllium cases as of October 104@volve four plaintiffs, plus two spouses with
consortium claims. The Company has some insurameerage, subject to an annual deductible.

ltem 4. Reserved

Item 5. Other Information
Mine Safety and Health Administration Data

Our subsidiary, Brush Resources, Inc (“Brush Reszsl) operates a beryllium mining complex in that&of
Utah that is regulated by both the U.S. Mine Sa#etgt Health Administration (“MSHA") and state regidry
agencies. We endeavor to conduct our mining aner @tperations in compliance with all applicablechied, state
and local laws and regulations. We present infoiondtelow regarding certain mining safety and Heaitations
that MSHA has levied with respect to our mining igiens.

Brush Resources received no written notice of tepabf violations under Section 104(e) of the Febbline
Safety and Health Act (the “Mine Act”), nor the potial to have such a pattern, and Brush Resoesqesyienced
no mining-related fatalities during the quarteréripd ended October 1, 2010.

For reporting purposes of The Dodd-Frank Wall StReform and Consumer Protection Act of 2010, we
include the following table that sets forth theatatumber of specific citations and orders anddta dollar value ¢
the proposed civil penalty assessments that weoedsby MSHA during the quarterly period ended
October 1, 2010, pursuant to the Mine Act, for Br&esources.

Additional information follows about MSHA referersased in the table.

« Section 104(a) Citations: The total numbeviofations received from MSHA under section 104{)he
Mine Act that are significant and substantial éias which are for alleged violations of a miniradegy
standard or regulation where there exits a reasetiblihood that the hazard could result in ajuip or
illness of a reasonably serious natt

¢ Section 104(b) Orders: The total number okosdssued by MSHA under section 104(b) of the Miag
that represent failures to abate citations undeticse104(a) of the Mine Act within the period ahe
prescribed by MSHA. This results in an order of iettiate withdrawal from the area of the mine affddig
the condition until MSHA determines that the viaathas been abate
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¢ Section 104(d) Citations and Orders: The totahber of citations and orders issued by MSHA unde
section 104(d) of the Mine Act for unwarrantablduie to comply with mandatory health or safetynstards

e Section 110(b)(2) Violations: The total numbéflagrant violations issued by MSHA under seatid 0(b)
(2) of the Mine Act

¢ Section 107(a) Orders: The total number okmsdssued by MSHA under section 107(a) of the Mintfor
situations in which MSHA determined an imminent g@mexisted

Mine Act Dollar Value
Section 104(a Mine Act (In thousands)
Significant & Mine Act Section 104(d; Mine Act Mine Act Proposed
Substantial Secton 104(b Citations & Section 110(b)(2,  Section 107(a MSHA
Mine ID# Citations Orders Orders Violations Orders Assessments
420070t — — — — — $0.3

Pending Legal Actions. The Federal Mine Safety ldpdlth Review Commission (the “MSHR Commissiois’)
an independent adjudicative agency that providesrasdtrative trial and appellate review of legadlites arising
under the Mine Act. These legal actions may invohmong other questions, challenges by operatariations,
orders and penalties they have received from MStApomplaints of discrimination by miners undertget105 o
the Mine Act. For the quarterly period ended Octdhe2010, there were no legal actions pendingregfee MSHR

Commission.

ltem 6. Exhibits

4.1 Fourth Amendment to the Credit Agreement datededepér 28, 2010, among Brush Engineered Materials
Inc. and other borrowers and JPMorgan Chase BaAk Bicting for itself and as agent for certain othe
banking institutions as lenders (filed as Exhiblt tb the Company’s Form 8-K (File No. 1-15885) on
October 4, 2010) incorporated herein by refere

4.2 Third Amended and Restated Precious Metals Agreedaad October 1, 2010, between Brush Engine
Materials Inc. and other borrowers and The BanKN@fa Scotia, (filed as Exhibit 4.2 to the Company’s
Form &K (File No. 1-15885) on October 4, 2010) incorporated hereinglfigrence

10.1 Amendment No. 3 to the Consignment Agreement d&&gatember 30, 2010 between Brush Engineered
Materials Inc. and Canadian Imperial Bank of Contaeand CIBC World Markets Inc., (filed as Exhibit
10.1 to the Compar's Form K (File No. 1-15885) on October 4, 2010) incorporated hereineligrence

11  Statement regarding computation of per share egsr

31.1 Certification of Chief Executive Officer requiregt Rule 13-14(a) or 15-14(a).

31.2 Certification of Chief Financial Officer required Rule 13-14(a) or 15-14(a).

32  Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarb@ndsy
Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exange Act of 1934, the registrant has duly causedith
report to be signed on its behalf by the undersigriethereunto duly authorized.

BRUSH ENGINEERED MATERIALS INC.

/sl John D. Grampa

John D. Grampa
Senior Vice President Finance and
Chief Financial Officer

Dated: November 5, 2010
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BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES
COMPUTATION OF PER SHARE EARNINGS

Third Quarter Ended Nine Months Ended
Oct. 1, Oct. 2, Oct. 1, Oct. 2,
2010 2009 2010 2009
Basic:
Average shares outstandi 20,273,000 20,215,000 20,284,000 20,178,00
Net income (loss $13,358,000 $ 126,00( $33,798,000 $(8,804,00I)
Per share amoul $ 0.6 $ 0.01 $ 167 $ (0.44)
Diluted:
Average shares outstandi 20,273,000 20,215,000 20,284,000 20,178,00
Dilutive stock securities based on the treasurglstc
method using average market pr 280,00( 206,00( 256,00( —
Totals 20,553,000 20,421,000 20,540,00 20,178,00
Net income (loss $13,358,000 $ 126,00( $33,798,000 $(8,804,00I)
Per share amoul $ 0.6 $ 0.01 $ 165 $ (0.44)
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Exhibit 31.1

CERTIFICATIONS

I, Richard J. Hipple, certify tha
I have reviewed this quarterly report on Forn-Q of Brush Engineered Materials Inc. (“registran”);

Based on my knowledge, this report does notaio any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeand other financial information included in theport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andlfi@ periods presented in this rep

The registrant’s other certifying officer ahdre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b)  designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuramgzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; an

d) disclosed in this report any change in #ggstrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

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

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, thabiwes management or other employees who have Hiségn role in the registrant’s
internal control over financial reportin

/sl Richard J. Hipple
Dated: November 5, 201( Richard J. Hipple
Chairman, President and Chief Executive Offii
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statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; an

d) disclosed in this report any change in #gstrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

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

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, thabiwes management or other employees who have Hiségn role in the registrant’s
internal control over financial reportin

/s/ John D. Grampa

Dated: November 5, 201( John D. Grampe
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 adoptedipuirso Section 906 of the Sarbanes-Oxley Act @22 connection with the filing of the
Quarterly Report on Form 10-Q of Brush Engineereatdvials Inc. (the “Company”) for the quarter en@aober 1, 2010, as filed with the
Securities and Exchange Commission on the dateh@he “Report”),each of the undersigned officers of the Compantfiesy, that, to suc
officer's knowledge:

1. The Report fully complies with the requirenteat Section 13(a) or 15(d) of the Securities ExgfgaAct of 1934 (15 U.S.C. 78m or 780
(d)), and

2.  The information contained in the Report faphgsents, in all material respects, the finaraialdition and results of operations of the
Company as of the dates and for the periods exgaeashe Repor

Dated: November 5, 2010 /s/ Richard J. Hipple
Richard J. Hipple
Chairman of the Board, President and Chief
Executive Officer

/s/ John D. Grampa

John D. Grampe

Senior Vice President Finance and
Chief Financial Officer




