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PART | FINANCIAL INFORMATION
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

ITEM 1. FINANCIAL STATEMENTS

The consolidated financial statements of Brush Begjied Materials Inc. and its subsidiaries forgharter ended March 28, 2003 are as
follows:

Consolidated Statements of Income -- Three momtsa March 28, 2003 and March 29, 2002

Consolidated Balance Sheets --
March 28, 2003 and December 31, 2002

Consolidated Statements of Cash Flows -- Three nsoeided March 28, 2003 and March 29, 2002
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CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)

FIRST QUARTER ENDED

MARCH 28, MARCH 29,

(DOLLARS IN THOUSANDS EXCEPT SHARE AND PER SHARE ANMDUNTS) 2003 2002
Net sales.......... e $ 99,518 $ 89,582
Costofsales....cccoocvveiviciiienices 82,405 79,328
Gross Margin.......cccoeeeeviiieeeeiiciieeeeeeee 17,113 10,254
Selling, general and administrative expenses..... ... 17,298 15,240
Research and development expenses..........cee.. ... 1,108 1,074
Other-net.....cccccceeeeieieeie e 829 (559)
Operating LOSS....ccoovviieeeniiiiieeieiieaeeee . (2,122) (5,501)
INterest eXPense......cccccvveveeeeeeeieeeeees 689 733
Loss before income taxes.......ccocovvvveeveene. . (2,811) (6,234)
INCOME taXeS....ovvveiiiiiiiiiiiieeeeeeee 205 (2,400)
NEt LOSS...cviiviieiie e eeeeeee $ (3,016) $ (3,834)
Per Share of Common Stock: Basic........cccceeeee. L $ (0.18) $ (0.23)
Weighted average number of common shares outstandin [o T 16,561,430 16,554,667
Per Share of Common Stock: Diluted................ . ... $ (0.18) $ (0.23)
Weighted average number of common shares outstandin [ FEP 16,561,430 16,554,667

See notes to consolidated financial statements.



CONSOLIDATED BALANCE SHEETS (UNAUDITED)

(DOLLARS IN THOUSANDS) 2003 2002
ASSETS
Current Assets
Cash and cash equivalents..........cccceeeeeeee. L $ 3,387 $ 4,357
Accounts receivable..........ccccoevvvvivvciieee. L 58,980 47,543

Inventories.............. . 94,805 94,324
Prepaid exXpenses......ccccccovvvvvvivcveveneee 8,830 9,766
Deferred income taxes.........cocevcvvvveeeeee L. 301 244

Total Current Assets.

Other ASSetS.....cccovveviiiicieieie e 25,350 25,629
Long-term deferred income taxes..........ccceeeeee. . 529 472
Property, Plant and Equipment.........cccoccceeeeee. Ll 477,960 476,283
Less allowances for depreciation, depletion and
IMpairment......ccoovcvviicceeeeeee 328,810 323,739

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities

Short-term debt......ccccoovciviviiiiceiee. $ 23,166 $ 27,235
Accounts payable.......cccococcveveneeee. 21,966 15,129
Other liabilities and accrued items............. ... 31,183 30,439
INCOME tAXES...vvviiiiiiiieieeeeeeeee 976 786
Total Current Liabilities..........cooeee.. .. 77,291 73,589
Other Long-term Liabilities..........cccocoeeeee. L 16,507 17,459
Retirement and Post-employment Benefits........... . ... 49,102 48,518
Long-term Debt......cccovviieiiiiiiieeiiceeee 41,185 36,219
Shareholders' EQUity.........ooovvvvvviveeee. 157,247 159,094

$341,332 $334,879

See notes to consolidated financial statements.



CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

THREE MONTHS ENDED

MARCH 28, MARCH 29,
(DOLLARS IN THOUSANDS) 2003 2002

NET LOSS. oo, $(3,016) $(3,834)
ADJUSTMENTS TO RECONCILE NET LOSS TO NET CASH PROVDED FROM
(USED IN) OPERATING ACTIVITIES:

Depreciation, depletion and amortization........ ... 5,184 5,119
Decrease (Increase) in accounts receivable....... ... (11,640) (3,384)
Decrease (Increase) in inventory.......ccceeeeee. L. (454) 4,074
Decrease (Increase) in prepaid and other current assets... 926 867
Increase (Decrease) in accounts payable and accru ed
EXPENSES..coiviieeeeeiiiiiiiiieeeeeeeeee 7,476  (1,266)

Increase (Decrease) in interest and taxes payable ... 282 (715)
Increase (Decrease) in deferred income taxes..... ... (52) (55)
Increase (Decrease) in other long-term liabilitie Seveen (333) (234)
Other —- Netueeeeeiieeeeeeee 1,445 (139)

NET CASH PROVIDED FROM (USED IN) OPERATING

ACTIVITIES. .o (182) 433

CASH FLOWS FROM INVESTING ACTIVITIES:

Payments for purchase of property, plant and equi pment.... (1,587) (887)
Payments for mine development...........cccceeee. . L (101) -
Payments for other investments...... - Q) --
Proceeds from sale of property, plant and equipme nt....... 9 --

NET CASH USED IN INVESTING ACTIVITIES....... ... (1,680) (887)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance/(repayment) of short-term debt..... 842  (2,077)
Proceeds from issuance of long-term debt......... ... -- 6,968

Repayment of long-term debt..........ccooceeeec.. L (34) (10,000)

NET CASH PROVIDED FROM (USED IN) FINANCING

ACTIVITIES. ..o 808  (5,109)
Effects of Exchange Rate Changes.........ccccoeeee.. ... 84 2
NET CHANGE IN CASH AND CASH EQUIVALENTS..... ... (970) (5,561)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD. ......... 4,357 7,014
CASH AND CASH EQUIVALENTS AT END OF PERIOD....... ... $ 3,387 $ 1,453

See notes to consolidated financial statements.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NOTE A -- ACCOUNTING POLICIES

In management's opinion, the accompanying congelid@nancial statements contain all adjustmentessary to present fairly the financial
position as of March 28, 2003 and December 31, 20@Pthe results of operations for the three mpetiiods ended March 28, 2003 and
March 29, 2002. All of the adjustments were of enmal and recurring nature.

NOTE B -- INVENTORIES

MARCH 28, DECEMBER 31,

(DOLLARS IN THOUSANDS) 2003 2002
Principally average cost:
Raw materials and supplies........cccoceeveeeeeee. . $ 22,810 $ 22,572
IN ProCcess......ccvvvveeeeeeeiiiinnns — 65,899 65,809
Finished goods........ccoocevvviiecinvcceee. 30,796 29,522
Gross inventories......ccoccevvvcveveeneeee 119,505 117,903
Excess of average cost over LIFO
Inventory value.......ccooeeevvccecnneee 24,700 23,579
Netinventories......cccoevvvvevvvcvvccvneen $ 94,805 $94,324

NOTE C -- COMPREHENSIVE LOSS

The reconciliation between Net Loss and Comprelkerisiss for the three month periods ended Marcl2@83 and March 29, 2002 is as
follows:

FIRST QUARTER ENDED

MARCH 28, MARCH 29,

(DOLLARS IN THOUSANDS) 2003 2002
NEt LOSS...cviivviiiie e eeeeeeee $(3,016)  $(3,834)
Cumulative Translation Adjustment........cc........ . ... (74) (88)
Change in the Fair Value of Derivative Financial
Instruments........ccccovvviiiiiiiiiii 1,164 1,392
Comprehensive LOSS......ccccevveeicivesiceeeeees $(1,926)  $(2,530)

NOTE D -- SEGMENT REPORTING

METAL M ICRO- TOTAL ALL
(DOLLARS IN THOUSANDS) SYSTEMS ELE CTRONICS SEGMENTS OTHER TOTAL
FIRST QUARTER 2003
Revenues from external customers.... $61,207 $ 38,311 $99,518 $ - $99,518
Intersegment revenues............... 901 272 1,173 3,573 4,746
Profit (loss) before interest and
tAXES. .o (3,424) 2,537 (887) (1,235) (2,122)
FIRST QUARTER 2002
Revenues from external customers.... $55,917 $ 33,545 $89,462 $ 120 $89,582
Intersegment revenues............... 599 483 1,082 2,889 3,971
Profit (loss) before interest and
tAXES .o (8,525) 2,202 (6,323) 822 (5,501)



NOTE E -- INCOME TAXES

A tax benefit was not recorded against the losereaficome taxes in the first quarter 2003 for dsticeand certain foreign taxes as a resu
the deferred tax valuation allowance recorded énftturth quarter 2002 in accordance with SFAS N®, 1Accounting for Income Taxes",
due to the uncertainty regarding full realizatidrihee Company's deferred tax assets. The Compaagda to maintain a valuation allowance
until a realization event occurs to support reMes$all or a portion of the allowance. Therefoitee $0.2 million income tax expense recorded
in the first quarter 2003 represents taxes fronpuarstate and local jurisdictions and foreign saftem Japan and Singapore only. In the first
quarter 2002, the Company recorded a tax bene$i2ef million for federal, state, local and foreigixes. The $2.4 million benefit was
calculated at 38.5% of the loss before income taxes

NOTE F -- NON-CASH TRANSACTION

The Company's revolving credit agreement allowsfith short-term and long-term borrowings. The tatidon on outstanding short-term
borrowings was revised as part of renegotiatingaieement in the first quarter 2003. As a retluét,Company transferred $5.0 million of
short-term borrowings to long-term borrowings untfer agreement in order to comply with the reddgedation. This was a non-cash
transfer that did not impact the Consolidated $tate of Cash Flows for the period ended March P832

NOTE G -- STOCK-BASED COMPENSATION

The Company has adopted the disclosure only pangsdf SFAS No. 123, "Accounting for Stock-Basednpensation” and applies the
intrinsic value method in accordance with APB OpinNo. 25, "Accounting for Stock Issued to Emplagfe@nd related interpretations in
accounting for its stock incentive plan. In accorciawith SFAS No. 148, "Accounting for Stock-Basammpensation-Transition and
Disclosure," the following table presents the effat net loss and net loss per share had compensaist for the Company's stock plans t
determined consistent with SFAS No. 123:

FIRST QUARTER ENDED

MARCH 28, MARCH 29,

(DOLLARS IN THOUSANDS EXCEPT PER SHARE AMOUNTS) 2003 2002
Net loss, as reported.......ccoceevvveevceenee. $(3,016) $(3,834)
Less stock-based compensation expense determined un der fair

value method for all stock options, net of relate d income

tax benefit....cccooovviiiie. 174 249
Proformanetloss......ccccvvvevvvveevcceenene. L $(3,190) $(4,083)
Basic and diluted loss per share, as reported...... ... $(0.18) $(0.23)
Basic and diluted loss per share, pro forma....... ... $(0.19) $(0.25)

The fair value was estimated on the grant dategusia Black-Scholes option pricing model with tbédwing assumptions for options issued
for the three months ending March 2002 and 2003:

MARCH 28, MARCH 29,

2003 2002
Risk free interest rates........ccoceeeeevccee. L 3.73% 4.49%
Dividend yield......ccccccceevvvviiiiiiiieee 0% 0%
Volatility. oo 39.5% 39.6%
Expected lives (inyears).....cccccoeveveeevveeeees L. 8 8



ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
FORWARD-LOOKING STATEMENTS

Portions of the narrative set forth in this docuttbat are not statements of historical or curfaats are forward-looking statements. The
Company's actual future performance may materdhffer from that contemplated by the forwaabking statements as a result of a variet
factors. These factors include, in addition to thogentioned elsewhere herein:

- The global economy;

- The condition of the markets which the Companyeag whether defined geographically or by segmeitl, the major market segments
being telecommunications and computer, automoteet@nics, industrial components, optical medeapapace and defense, and appliance;

- Changes in product mix and the financial conditad particular customers;

- The Company's success in implementing its stiafggns and the timely and successful completigmeading capital expansion projects;
- The availability of adequate lines of credit ahd associated interest rates;

- Other financial factors, including tax rates, lexigge rates, pension costs, energy costs and shar availability of insurance;

- The uncertainties concerning the impact resuliogn war and terrorist activities;

- Changes in government regulatory requirementslaménactment of new legislation that impactsGbepany's obligations; and,

- The conclusion of pending litigation matters atardance with the Company's expectation that tvdtde no material adverse effects.
RESULTS OF OPERATIONS

FIRST QUARTER

(MILLIONS, EXCEPT PER SHARE DATA) 2003 2002 CHANGE
SAlES...iiiiee $995 $89.6 $9.9
Operating LOSS....ccoovviiieeiiiiiieeiiiieaeeee (2.1) (5.5 34
Diluted E.P.S. oo $(0.18) $(0.23) $0.05

Total sales were $99.5 million in the first quai2603, an 11% improvement over the first quarté&¥22@omestic sales grew 10% while
international sales grew 14% in the first quar@d2over the comparable period last year. The gpt@sth came from the automotive,
defense, telecommunications and computer and dptiedia markets. Sales from both of the Compargpsntable segments - the Metal
Systems Group and the Microelectronic Group (MEGNcreased in the first quarter 2003 from thet fingarter 2002. Approximately $5.8
million of the $9.9 million increase in sales wasdo the precious metal price and mix effect &editnpact of foreign currency translation
rate differences. First quarter 2003 sales weelatgher than the last two quarters of 2002, grogwii% over the fourth quarter 2002 and 6%
over the third quarter 2002.

Gross margin was $17.1 million (or 17% of salesghmfirst quarter 2003 compared to $10.3 million11% of sales) in the first quarter 2C
The $6.8 million increase in gross margin resuftech a combination of higher volumes, product nmx amproved manufacturing
performance as well as a $1.5 million reductiomenufacturing overhead expenses. The gross manfiargland percent of sales were the
highest quarterly results since the second quaéet.

Selling, general and administrative expenses (SG&&je $17.3 million in the first quarter 2003 comrgzato $15.2 million in the first quarter
2002. SG&A expenses were 17% of sales in bothitheduarter 2003 and the first quarter 2002. Thenany incurred an additional $0.9
million in fees associated with amending varioumsficing arrangements during the first quarter 2008.weaker U.S. dollar (as compared to
the euro, yen, sterling and Singapore dollar) enftrst quarter 2003 versus the first quarter 2@3ilted in a $0.4 million
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increase in the translated value of foreign culyatenominated expenses. Management and employemstive compensation accruals were
also higher in the current year than last year.

Research and development expenses (R&D) were $illidmin the first quarter 2003 and unchanged fritva yearago period. There were
changes in the R&D strategic direction or effontsidg the quarter.

Net-other expense was $0.8 million in the first qua2@03 compared to net-other income of $0.6 milliothe first quarter 2002. Foreign
currency exchange gains were $0.6 million lowe2003 as a result of the weaker U.S. dollar. Theonitgjof the remaining difference
between periods was caused by a mark-to-markealired gain on a deferred compensation plan foreraployee directors of $0.5 million
recorded in the first quarter 2002. Net-other atstudes metal financing fees, bad debt expensertaation of intangibles, gain or loss on
disposal of assets and other non-operating items.

The operating loss was $2.1 million in the firsager 2003, a $3.4 million improvement over thes$billion loss generated in the first
quarter 2002. The improvement resulted from thédiignargins offset in part by an increase in expgns

Interest expense was $0.7 million in the first ger@2003, down 6% from the year ago period. Avelzajance sheet debt levels were lower in
the first quarter 2003 than the prior year. Intecepitalized in association with long-term cappedjects was minor in both periods.

The loss before income taxes was $2.8 million enfitst quarter 2003 and $6.2 million in the figstarter 2002. This was the smallest loss
before income taxes since the second quarter 2001.

Income tax expense of $0.2 million was recordeithénfirst quarter 2003 for foreign, state and ldeaks in those jurisdictions where the
Company did not record a valuation allowance. Aliarefit was not recorded against the loss befmenie taxes in the first quarter 2003 for
domestic and certain foreign taxes as a resutiefieferred tax valuation allowance recorded irfdlneth quarter 2002 in accordance with
SFAS No. 109, "Accounting for Income Taxes", du¢h® uncertainty regarding full realization of theferred tax assets. The Company
intends to maintain a valuation allowance untikalization event occurs to support reversal obad portion of the allowance. In the first
quarter 2002, a rate of 38.5% was applied agdieskoss before income taxes to calculate a taxfiv@ié2.4 million. The benefits from
foreign source income and percentage depletion therenain differences between the effective anaitstey rates in the first quarter 2002.

The net loss of $3.0 million in the first quart€®03 was only $0.8 million better than the net liosthe first quarter 2002 despite a $3.4 mil
improvement in income before income taxes as dtresthe $2.6 million difference in the tax proiiss between years. The net loss per
share was $0.18 in the first quarter 2003 and $i. #3e first quarter 2002.

SEGMENT DISCLOSURES

The Company aggregates its five business unitstimbareportable segments -the Metal Systems Gradgtee MEG. The results from Brush
Resources Inc., a wholly owned subsidiary that masdahe Company's mining and milling operationd, BEM Services, Inc., a wholly
owned subsidiary that provides administrative, fficial and other corporate oversight services td#iance of the corporation, are include
the All Other column in the segment footnote to @onsolidated Financial Statements.

METAL SYSTEMS GROUP

FIRST QUARTER

(MILLIONS) 2003 2002 CHANGE
SAIES...iiiiiii e $61.2 $55.9 $5.3
Operating LOSS.....ccocvevvvveevieevieeeiieeeeee $(3.4) $(8.5) $5.1



The Metal Systems Group is the larger of the Comgamwo reportable segments and consists of Allmdicts, Technical Materials, Inc.
(TMI) and Beryllium Products. The following chatramarizes sales by business unit within the MegateSn Group:

FIRST QUARTER

(MILLIONS) 2003 2002 CHANGE
Alloy ProductS.....cccooeveeiiiiiiiieiieeeeee $405 $38.3 $2.2

TMIciiii e 119 115 04
Beryllium ProductS......cccocvvvvvveeeeeeninieee 88 6.1 27

Sales from Alloy Products, the Company's largestri@ss unit, increased $2.2 million, or 6% in tingt fquarter 2003 over the first quarter
2002. Alloy Products manufactures and sells twonnpadduct families. Strip products consist of psemi strip and thin diameter rod and w
sold into the telecommunications and computer,raotive and appliance markets. Bulk products incliatk bar, tube, plate and other forms
that are sold into the industrial component, ptastoling and undersea telecommunications markets.

Alloy strip sales grew 15% in the first quarter 3Gfver the first quarter 2002. Pounds sold onlywrés between the two periods as volumes
of the higher-priced, traditional strip and rod avice products increased while volumes of the leweéced, lower beryllium-containing alloy
strip products decreased. Strip product salestir@@utomotive and appliance markets were stromigeifirst quarter 2003. The Company
improved its market share of the strip market dythre quarter while a portion of the increase fipstales in the first quarter 2003 was due to
higher sales to the telecommunications and compouéeket. Management believes that this increasenwbsaused by an improvement in
end-use consumer demand, but rather the extremslgider entry rate over the last six quartersrimas resulted in the elimination of the
excess inventory throughout the supply chain. Witter inventory positions, the Company's custonmaeeased their purchases in order to
satisfy their demand. International sales of giripducts increased as well, in large part becafigeedranslation effect of the weaker U.S.
dollar.

Sales of Alloy bulk products declined 8% in thesfiguarter 2003 from the first quarter 2002. Powsald of bulk products declined 22%
between these same two periods. The percentagessecin the quantity sold exceeds the change isatlks value as the first quarter 2002
included the one-time shipment of lower-priced itsg&ales into the plastic tooling market improirethe first quarter 2003 over the first
quarter 2002. However, sales into the industriahgonents market declined. New product market dgvetmt efforts continued during the
guarter and sales of new products were a minoribomdr to total sales.

TMI produces materials that are used for semicotwlsccontacts and connectors in the telecommuaitaand computer and automotive
markets. Sales from TMI grew 3% in the first qua&@03 over the first quarter 2002. TMI sales ie finst quarter 2003 were higher than
either of the last two quarters of 2002 as welk Tiitrease in sales was due to the automotive marnkkthe computer sector of the
telecommunications and computer market. A signifiggortion of the increase in demand came from ISésia.

Beryllium Products manufactures pure beryllium aedyllium aluminum alloys that are sold into thdatese, electronic, automotive, medical
and optical scanning markets. Revenues from BamliProducts were $8.8 million in the first qua2603 and 44% higher than the year ago
period. Defense remains the largest market for IBeny Products and sales and orders from this ntar&etinued to be strong. Automotive
sales were also higher in the first quarter 20@3 tifne first quarter 2002.

The Metal Systems Group gross margin of $9.8 mniliias 16% of sales in the first quarter 2003 afifi.@ million improvement over the fii
quarter 2002. The additional margin contributiortlom increase in sales volume was $2.2 million &piloduct mix, operating performance
and currency issues combined to increase margi$28/million. Manufacturing overhead costs were8$tillion lower in the first quarter
2003 than in the first quarter 2002 as manpoweradier costs were reduced.

SG&A and Other-net expenses were $1.2 million highehe first quarter 2003 than in the first qear2002. The impact of foreign currency
movements on the translated value of expensesxamérge gains and higher incentive compensatiorualscwere the main causes for the
increase in expenses.



The Metal Systems Group operating loss was $3 Homiin the first quarter 2003, a $5.1 million inoggement over the first quarter 2002.
MICROELECTRONICS GROUP

FIRST QUARTER

(MILLIONS) 2003 2002 CHANGE
SAlES. it $38.3 $33.5 $4.8
Operating Profit......ccccocovvviiiiiiiieeeeee. $25 $22 $0.3

The MEG consists of Williams Advanced Materials. I((MWAM) and Electronic Products. The following chaummarizes business unit sales
within the MEG:

FIRST QUARTER

(MILLIONS) 2003 2002 CHANGE
WAM. oo, $30.5 $25.8 $4.7
Electronic ProductS......cccccccvvvveeeevenenienees 78 7.7 0.1

WAM manufactures precious, non-precious and spgamaétal products, including vapor deposition tésgéame lid assembilies, clad and
precious metal pre-forms, high temperature brazemads and ultra fine wire. Major markets for WAModucts include optical media,
magnetic head, electron tube, performance filmthedvireless, semiconductor, photonic and hybrghsmts of the microelectronics market.
The cost of the precious metal content of the geodts by WAM is passed through to the customer r&foee, WAM's sales are affected by
the cost and the mix of the metals sold. While Wégles grew $4.7 million, or 18%, in the first qar2003 from the first quarter 2002,
underlying volumes, after adjusting for the metét@and mix differences, grew 3%, with the majodf the increase in vapor deposition
targets. Efforts to develop thin film materialsstxpand WAM's semiconductor market penetration ooetil during the quarter.

Electronic Products manufactures electronic packdgeryllia ceramics and thick film circuits folesanto the telecommunications and
computer, automotive and defense markets. SalesHlectronic Products of $7.8 million were 1% highethe first quarter 2003 than the
first quarter 2002. Sales of electronic packagetirzd while beryllia ceramics and circuitry salesreased. Sales into the automotive and
defense markets were slightly higher in the fitshrger 2003 than the first quarter 2002. The mama&gé and operating restructuring efforts
within Electronic Products that started in the thuguarter 2002 continued into the first quarted20

The gross margin on MEG sales improved $0.3 milliothe first quarter 2003 over the first quartéf2. As a percent of sales, the margin
declined to 19% due to the impact of the higheraingantent in the sales value. Changes in prodirctmreased margins by $0.6 million
while the higher volumes added $0.2 million in margpntribution. Offsetting a portion of these bisewas a $0.5 million increase in
manufacturing overhead expenses, as expenses &thnWhAM and Electronic Products were higher in fingt quarter 2003 than the first
quarter 2002.

SG&A and Other-net expenses were unchanged inrgtegfiarter 2003 from the first quarter 2002. MEgerating profit of $2.5 million in
the first quarter 2003 was 7% of sales and a $@lBmimprovement over the first quarter 2002.

LEGAL

One of the Company's subsidiaries, Brush Wellman Is a defendant in proceedings in various statefederal courts brought by plaintiffs
alleging that they have contracted chronic bergilidisease or other lung conditions as a resulkpbgure to beryllium. Plaintiffs in berylliu
cases seek recovery under theories of intentionahhd various other legal theories and seek cosgiery and punitive damages, in many
cases of an unspecified sum. Spouses, if any, dtasof consortium.
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The following table summarizes the activity asstadavith beryllium cases. Settlement payment asthidisal for a single case may not occur
in the same period.

QUARTER ENDED YEAR ENDED
MAR 28, 2003 DEC 31, 2002

Total cases pending.......cccccevvvvveeenvics 22 33
Total plaintiffs.....cccovvviiiiiceeeeeee 54 70
Number of claims (plaintiffs) filed during period

ended......coooviiiiii e 1(6) 2(4)
Number of claims (plaintiffs) settled during period

eNded.....ccovviiiii e 12(21) 34(107)
Aggregate cost of settlements during period ended

(dollars in thousands).......cccceevevevvceeeees L $ 660 $ 4,945
Number of claims (plaintiffs) otherwise dismissed.. ... 0(2) 11(20)
Number of claims (plaintiffs) voluntarily withdrawn ... 0(0) 0(0)

Additional beryllium claims may arise. Managemeelidves that the Company has substantial defengbgse cases and intends to contest
the suits vigorously. Employee cases, in whichrpifis have a high burden of proof, have histoticaivolved relatively small losses to the
Company. Third party plaintiffs (typically employseef customers or contractors) face a lower bundgmwoof than do employees or former
employees, but these cases are generally coverearpng levels of insurance. A reserve was readifde beryllium litigation of $3.5 millior
at March 28, 2003 and $4.2 million at December2BD2. A receivable was recorded of $4.3 millioMatrch 28, 2003 and $4.9 million at
December 31, 2002 from the Company's insurancéeca@as recoveries for insured claims.

Although it is not possible to predict the outcoofi¢he litigation pending against the Company dadiubsidiaries, the Company provides for
costs related to these matters when a loss is pi@bad the amount is reasonably estimable. Litigas subject to many uncertainties, and it
is possible that some of these actions could belddanfavorably in amounts exceeding the Compargsrves. An unfavorable outcome or
settlement of a pending beryllium case or additia@erse media coverage could encourage the cooememt of additional similar
litigation. The Company is unable to estimate dteptial exposure to unasserted claims.

While the Company is unable to predict the outcofréle current or future beryllium proceedings,dshapon currently known facts and
assuming collectibility of insurance, the Compangsinot believe that resolution of these proceedivilj have a material adverse effect on
the financial condition or the cash flow of the Gmany. However, the Company's results of operationdd be materially affected by
unfavorable results in one or more of these c&sesently, one purported class action is pending.

Standards for exposure to beryllium are under wewg the United States Occupational Safety and tHeédministration, and by private
standard-setting organizations. One result of thegews might be more stringent worker safety déads. More stringent standards, as well
as other factors such as the adoption of berylliisease compensation programs and publicity retatétese reviews may also affect buying
decisions by the users of beryllium-containing pratd. If the standards are made more stringefteo€ompany's customers decide to reduce
their use of beryllium-containing products, the Qamy's operating results, liquidity and capitabrgses could be materially adversely
affected. The extent of the adverse effect woulskedd on the nature and extent of the changes tstdéingards, the cost and ability to meet
new standards, the extent of any reduction in costaise and other factors that cannot be estimated.

FINANCIAL POSITION

The net cash flow used in operations was $0.2aoniiln the first quarter 2003 as the net loss aadrbrease in accounts receivable more than
offset the favorable impact of other working cakitems. The net cash balance was $3.4 milliomatend of the first quarter 2003, a decline
of $1.0 million from December 31, 2002.

Accounts receivable increased from $47.5 millioDatember 31, 2002 to $59.0 million at the endheffirst quarter 2003. This change is
due to a $10.5 million improvement in sales infilgt quarter 2003 compared to the fourth quar@22 The quarteend receivable balance
also more directly affected by sales in the last
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month of the quarter and sales in March 2003 wigyleen than in December 2002. The days sales odlisigi(DSO), a measurement of the
average collection period, increased by five daying the first quarter 2003. The increase in imional receivables, which typically have a
longer DSO, was proportionately higher than thegase in domestic receivables in the first qua®&3. The DSO was also unusually low at
yearend 2002 and the DSO for the first quarter 20Q8iikslightly better than the average for all26f02.

Inventories grew $0.5 million during the first qtear2003. The Metal System Group's inventory dedjmainly due to the continuing efforts
by Alloy Products. The first-in, first-out (FIFOplue of Alloy's inventory declined 5% since yead@®02 and 25% since the end of the first
guarter 2002. The MEG inventory increased in tha fjuarter 2003 while inventory at Brush Resoutnesincreased as a result of timing
differences between mining the bertrandite oresdmigdments of beryllium hydroxide. Inventory at BnuResources may increase during the
year as a result of extracting ore in excess akatiproduction needs from the existing pits ineorie remove the ore from these pits wit

the allowable safety time frame.

Capital expenditures for property, plant and eq@ptand mine development were $1.7 million in ih& fjluarter 2003. Expenditures for the
Metal Systems Group were $0.3 million while expéumais for the MEG were $1.1 million. Spending byigt Resources, which is not par
either reportable segment, accounted for the ran@gB0.3 million. The majority of the MEG expendis was by WAM and included the
acquisition of assets used for the production effprm lids from a former competitor at the endh# quarter. While capital spending was
higher in the first quarter 2003 than the year pgiood, spending levels remain below the Idagn historical levels. The Company anticipi
that capital spending will be approximately equabt slightly higher than the first quarter 200&irbsequent quarters this year.

Accounts payable and other liabilities and acciiterds increased $7.6 million during the first qea2003 as a result of increased business
activity and the timing of disbursements relativatte end of the quarter.

Total balance sheet debt stood at $64.4 millicheend of the first quarter 2003, an increasedd #illion from December 31, 2002 as
short-term debt declined $4.1 million while longredebt increased $5.0 million. The Company's nangl credit agreement was amended
during the first quarter 2003 to revise variousatants and extend the maturity of the agreemefypitid 2004. Subsequent to the amendm
the Company transferred $5.0 million of short-tdronrowings to long-term borrowings under the revrdvcredit agreement. The Company
was in compliance with its debt covenants as okt of the first quarter 2003.

There were no significant changes to the amourtitanding under the Company's off-balance shesglehligations during the first quarter
2003. Lease payments were made as scheduled. Emedautstanding under the off-balance sheetqueanetal consigned inventory
arrangements declined slightly due to lower metiglgs and a reduction in the quantities of metahand during the first quarter 2003.

Cash flow from operations was $0.4 million in tirstfquarter 2002. Accounts receivable grew $3.lianiduring the quarter as a result of an
increase in the average collection period. Invéesodeclined $4.2 million in the first quarter 2082the Company adjusted inventories down
in light of the lower sales volumes. The majorifyttte decline in inventory was within the Metal 8&ms Group. Capital expenditures were
$0.9 million in the first quarter 2002. Balance shéebt totaled $70.2 million at the end of thetfquarter 2002, a decline of $4.6 million
since the previous year-end. Cash on hand totdledrillion at the end of the first quarter 2002exline of $5.6 million for the quarter. The
reduction in cash resulted from funding the camtgdenditures and reducing the level of outstandiigf.

Funds from operations and the available borrowaqggcity are believed to be adequate to supporatipgrrequirements, capital expenditt
and environmental remediation projects. The Comisaatyility to raise additional debt financing abake existing lines may currently be
limited due to the current operating losses andriaye ratios.

OUTLOOK

Management was encouraged by the results fromirdtegtiarter 2003. While modest improvements ingbenomic conditions in various
markets contributed to the sales growth, marketeshains as well as new product development aiets/generated positive results as well.
The Company believes that these trends should
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continue into the second quarter 2003. The autem@atiarket may soften in subsequent quarters anlié wia long-term trend for the defense
market remains strong, defense sales may softgmoramily as a result of the government re-direcfingds to finance the war and related
activities in Irag. The foreign currency translatieffect on sales compared to the year ago peribbéevpositive in the next two or three
periods if the dollar remains at the first quag@03 levels versus the yen and euro. Managemestiimating that sales in the second quarter
2003 could improve up to 5% over the first qua2@d3 after adjusting for the metal price and mitedénces.

Management was also encouraged by the earningsgven the increase in sales. This leverage essfritm margin contribution
improvements and overhead cost control. While thm@any absorbed various otime costs in the first quarter 2003, including baak fee:
and re-financing charges, the total overhead expénanufacturing overhead, SG&A, R&D and Other-met} slightly below the average
quarterly overhead expense in 2002. Managementimerfacused on controlling costs and continuingriprove manufacturing performanc

The Company also continues to focus on its workiagjtal investment and debt position. Despite thrificant increase in accounts
receivable, balance sheet debt only increasedriillién during the first quarter 2003. Inventorieave grown slightly over the last two
quarters, but Alloy Products has made significangpess in reducing its inventory and increasiagfficiency. Management anticipates that
total inventories will decline by year-end 2003 p&al expenditures remain well below historicaldtssand are being closely managed.

CRITICAL ACCOUNTING POLICIES

DEFERRED TAXES: As previously noted, the Company mbt record a domestic federal tax benefit infits¢ quarter 2003 as a result of
deferred tax asset valuation allowance recordelderiourth quarter 2002. Despite the valuationvedince, the Company retains the ability to
utilize the benefits of its domestic loss carryafards and other deferred tax assets on futurestaxns. A domestic federal tax benefit will |
be recorded in subsequent periods should the Coguartinue to generate pre-tax losses. Should drepgany generate a pre-tax profit in
subsequent periods, a federal tax expense wibb@woecorded either to the extent that the remaiwathgation allowance can be used to offset
that expense.

For additional information regarding the Comparmyitcal accounting policies, please refer to pagksind 22 of the Company's annual re
to shareholders for the period ended December®12.2

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

For information regarding the Company's markets;igitease refer to pages 23 and 24 of the Companglgal report to shareholders for the
period ended December 31, 2002.

ITEM 4. CONTROLS AND PROCEDURES

Within 90 days prior to the date of this reporg tbompany carried out an evaluation, under thersigien and with the participation of the
Company's management, including the Company'sd&naisiChairman and Chief Executive Officer, andeMRresident Finance and Chief
Financial Officer, of the effectiveness of the desand operation of the Company's disclosure ctsndnad procedures pursuant to Exchange
Act Rule 13a-14. Based upon that evaluation, themy's management has concluded that the Compiisgfssure controls and
procedures are effective. There have been no gignifchanges in the Company's internal controla other factors that could significantly
affect these controls subsequent to the date afelkialuation.
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PART Il OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The Company and its subsidiaries are subject, fnora to time, to a variety of civil and administra proceedings arising out of their normal
operations, including, without limitation, produdiztbility claims, health, safety and environmerdiims and employment-related actions.
Among such proceedings are the cases described.belo

BERYLLIUM CLAIMS

There are claims pending in various state and &daeurts against Brush Wellman Inc., one of then@any's subsidiaries, by some of its
employees, former employees or their surviving spswand by third-party individuals (typically emyses of customers or of independent
contractors) alleging that they contracted, or Haeen placed at risk of contracting, chronic baril disease or other lung conditions as a
result of exposure to beryllium. Plaintiffs in bligm cases seek recovery under theories of inbeatitort and various other legal theories
seek compensatory and punitive damages, in mamg cdsan unspecified sum. Spouses, if any, clags & consortium.

During the first quarter of 2003, the number ofylerm cases decreased from 33 cases (involvingla@btiffs) as of December 31, 2002, to
22 cases (involving 54 plaintiffs) as of March 2803. During the first quarter, two third-party eaginvolving eight plaintiffs) were settled
and dismissed. In ten employee cases (involvimtem plaintiffs), settlement agreements were slgaad the plaintiffs dismissed their
claims. In one third-party case, one plaintiff vadbsmissed, although the case remains pending. inmkgdarty case (involving six plaintiffs)
was filed. The settlements in five employee casa®lving eight plaintiffs) that were dismissed2002 and reflected in the 2002 Legal
Proceedings table within the MD&A were finalized.

The 22 pending beryllium cases fall into three gaties: six "employee cases" involving an aggregasix Brush Wellman employees,
former employees or surviving spouses (in threthe$e cases, a spouse has also filed claims agfgiastor her spouse's case); 15 cases
involving third-party individual plaintiffs, with @ individuals (and 14 spouses who have filed claaspart of their spouse's case, and nine
children who have filed claims as part of theirgrdis case); and one purported class action inwplsix individuals, as discussed more fully
below. Employee cases, in which plaintiffs haveghtburden of proof, have historically involvedatiely small losses to the Company.
Third-party plaintiffs (typically employees of oaustomers or contractors) face a lower burden @dfthan do employees or former
employees, but these cases are generally coveredrpng levels of insurance.

In the one purported class action in which BrusHIen is seeking review of the appellate courtiersal of the trial court's denial of class
certification, the named plaintiffs allege thattpagposure to beryllium has increased their risk@ftracting chronic beryllium disease and
possibly cancer, although they do not claim to hesteally contracted any disease. They seek megtioaltoring funds to be used to detect
medical problems that they believe may develop r@salt of their exposure, and seek punitive damm.agleis purported class action was
brought by named plaintiffs on behalf of tradesméro worked in one of Brush Wellman's facilitieseasployees of independent contractors.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits

11 Statement re computation of per share earnfilgd &s Exhibit 11 to Part | of this report).

99.1 Certification Pursuant to 18 U.S.C. Sectiof,&s Adopted Pursuant to Section 906 of the Sath@xley Act of 2002
99.2 Certification Pursuant to 18 U.S.C. Sectiof,&s Adopted Pursuant to Section 906 of the Siagh@xley Act of 2002
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(b) Reports on Form 8-K

In a report on Form 8-K filed April 24, 2003, BruElgineered Materials Inc. incorporated in Itents7Aipril 24, 2003 press release, reporting
on its earnings for the first quarter of 2003. Phess release, with summary financial informatisas furnished pursuant to Items 9 and 12.

SIGNATURES

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXBNGE ACT OF 1934, THE REGISTRANT HAS DULY CAUSED
THIS REPORT TO BE SIGNED ON ITS BEHALF BY THE UNDERGNED THEREUNTO DULY AUTHORIZED.

BRUSH ENGINEERED MATERIALS INC.

Dated: May 8, 2003
/sl John D. Grampa

John D. Grampa
Vice President Finance
and Chief Financial Officer
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CERTIFICATIONS
I, Gordon D. Harnett, certify that:
1. | have reviewed this quarterly report on FormQ0f Brush Engineered Materials Inc. (the "Compgny

2. Based on my knowledge, this quarterly reporsdua contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the financial statemeamid,other financial information included in thisagterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the Company aaraf,for, the periods presented in this
quarterly report;

4. The Company's other certifying officer and | eesponsible for establishing and maintaining disgte controls and procedures (as defined
in Exchange Act Rules 13a-14 and 15d-14) for thenfamy and we have:

a) designed such disclosure controls and procedoiessure that material information relating te @ompany, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this quarterly report is being prepared,;

b) evaluated the effectiveness of the Companydadisre controls and procedures as of a date waidays prior to the filing date of this
quarterly report (the "Evaluation Date"); and

c) presented in this quarterly report our conclasiabout the effectiveness of the disclosure ctangiod procedures based on our evaluati
of the Evaluation Date;

5. The Company's other certifying officer and | dalisclosed, based on our most recent evaluatidchetCompany's auditors and the Audit
Committee of the Company's Board of Directors:

a) all significant deficiencies in the design oemgion of internal controls which could adversaffect the Company's ability to record,
process, summarize and report financial data awe toentified for the Company's auditors any matesieaknesses in internal controls; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the Company's internal
controls; and

6. The Company's other certifying officer and | @avdicated in this quarterly report whether or thatre were significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including any
corrective actions with regard to significant diefitcies and material weaknesses.

Dated: May 8, 2003 /sl Gordon D. Harnett

Gordon D. Harnett
Chairman, President and
Chief Executive Officer

16



CERTIFICATIONS
I, John D. Grampa, certify that:
1. | have reviewed this quarterly report on FormQ0f Brush Engineered Materials Inc. (the "Compgny

2. Based on my knowledge, this quarterly reporsdua contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the financial statemeamid,other financial information included in thisagterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the Company aaraf,for, the periods presented in this
quarterly report;

4. The Company's other certifying officer and | eesponsible for establishing and maintaining disgte controls and procedures (as defined
in Exchange Act Rules 13a-14 and 15d-14) for thenfamy and we have:

a) designed such disclosure controls and procedoiessure that material information relating te @ompany, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this quarter reportly is being prepared,;

b) evaluated the effectiveness of the Companydadisre controls and procedures as of a date waidays prior to the filing date of this
quarterly report (the "Evaluation Date"); and

c) presented in this quarterly report our conclasiabout the effectiveness of the disclosure ctangiod procedures based on our evaluati
of the Evaluation Date;

5. The Company's other certifying officer and | dalisclosed, based on our most recent evaluatidchetCompany's auditors and the Audit
Committee of the Company's Board of Directors:

a) all significant deficiencies in the design oemgion of internal controls which could adversaffect the Company's ability to record,
process, summarize and report financial data awe toentified for the Company's auditors any matesieaknesses in internal controls; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the Company's internal
controls; and

6. The Company's other certifying officer and | @avdicated in this quarterly report whether or thatre were significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including any
corrective actions with regard to significant diefitcies and material weaknesses.

Dated: May 8, 2003 /sl John D. Grampa

John D. Grampa
Vice President Finance
and Chief Financial Officer
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EXHIBIT 11

BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

COMPUTATION OF PER SHARE EARNINGS

FIRST QUARTER ENDED

Basic:
Average shares outstanding.........ccccoceeeeeeee . 16,561,430 16,554,667
NEtIOSS...ccvviviiiiiiiisi e $(3,016,000) $(3,834,000)
Per share amount.........cccccovvvevvvencees . $ (0.18) $ (0.23)
Diluted:
Average shares outstanding........c.ccoeceeeeeeee. Ll 16,561,430 16,554,667
Dilutive stock options based on the treasury stoc k method
using average market price........ccceeeeeeee. L -- --
TotalS. .o 16,561,430 16,554,667
NetlOSS...ccoviviiiiiice e $(3,016,000) $(3,834,000)

Per share amount.........cccccoevvvevvvveeceeee $ (0.18) $ (0.23)




Exhibit 99.1

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

I, Gordon D. Harnett, President, Chairman of thafBcand Chief Executive Officer of Brush Engineelaterials Inc. (the "Company"), do
hereby certify in accordance with 18 U.S.C. 1350adopted pursuant to Section 906 of the Sarbarksr@ct of 2002, that, to my
knowledge,

1. The Quarterly Report on Form 10-Q of the Companyhe period ending March 28, 2003 (the "Peid®eport”) fully complies with the

requirements of
Section 13(a) or 15(d) of the Securities Exchangeof 1934 (15 U.S.C. 78m or 780(d)), and

2. The information contained in the Periodic Refairly presents, in all material respects, thaficial condition and results of operations of
the Company.

Dated: May 8, 2003 /'s/ Gordon D. Harnett

Gordon D. Harnett
Presi dent, Chairnman of the Board
and Chi ef Executive Oficer



Exhibit 99.2

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

I, John D.Grampa, Vice President Finance and Gfiredncial Officer of Brush Engineered Materials.Itbe "Company"), do hereby certify
in accordance with 18 U.S.C. 1350, as adopted potdo Section 906 of the Sarbanes-Oxley Act of22@@at, to my knowledge,

1. The Quarterly Report on Form 10-Q of the Companyhe period ending March 28, 2003 (the "Pegd’eport™) fully complies with the
requirements of
Section 13(a) or 15(d) of the Securities Exchangeof 1934 (15 U.S.C. 78m or 780(d)), and

2. The information contained in the Periodic Refairly presents, in all material respects, thaficial condition and results of operations of
the Company.

Dat ed: May 8, 2003 /'s/ John D. Granpa
John D. Granpa
Vi ce President Finance and
Chi ef Financial Oficer



