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PART | FINANCIAL INFORMATION
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

ltem 1. Financial Statements

The consolidated financial statements of Brush Begjied Materials Inc. and its subsidiaries forgharter
ended September 26, 2008 are as follows:

Consolidated Statements of Income —
Third quarter and nine months ended September@® and September 28, 20

Consolidated Balance Sheets —
September 26, 2008 and December 31, :

Consolidated Statements of Cash Flows —
Nine months ended September 26, 2008 and Sept&2&p2007

EX-10.1
EX-10.2
EX-11

EX-31.1
EX-31.2
EX-32.1
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Consolidated Statements of Income

(Unaudited)
Third Quarter Ended Nine Months Ended
(Dollars in thousands except share ¢ Sept. 26, Sept. 28, Sept. 26, Sept. 28,
per share amount: 2008 2007 2008 2007
Net sales $ 240,49 $ 230,92¢($ 713,42'$ 714,80
Cost of sale: 195,32: 184,65! 586,38t 557,36
Gross margir 45,17: 46,27 127,03¢ 157,43t
Selling, general and administrative expe 26,06¢ 27,45¢ 81,36: 82,69(
Research and development expe 1,74¢ 96¢ 4,88¢ 3,56¢
Othernet 4,33 1,67¢ 8,18¢ 5,531
Operating profit 13,02: 16,17( 32,60: 65,64:
Interest expens— net 53¢ 28¢€ 1,524 1,54(
Income before income tax 12,48: 15,88¢ 31,07¢ 64,10
Income taxe: 2,57 5,97¢ 9,417 23,14
Net income $ 9,90¢ $ 990¢$§ 2166:$% 40,96
Per share of common stock: ba $ 0.4¢ % 0.4¢ $ 1.0¢ $ 2.0z
Weighted average number of common shares outsig 20,374,00 20,392,00 20,387,000 20,300,00
Per share of common stock: dilut $ 0.4¢ $ 0.4¢ $ 1.0t $ 1.9¢

Weighted average number of common shares outsig 20,612,00 20,730,00 20,616,000 20,736,00
See notes to consolidated financial statements.
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Consolidated Balance Sheets

(Unaudited)
Sept. 26, Dec. 31,
(Dollars in thousands 2008 2007
Assets
Current assetl
Cash and cash equivale $ 7,14: $ 31,73(
Accounts receivabl 110,15: 97,42:
Other receivable 0 11,26
Inventories 176,35( 165,18t
Prepaid expenst¢ 20,624 17,72
Deferred income taxe 5,84k 6,107
Total current asse 320,11! 329,43t
Other asset 36,05¢ 11,80¢
Relate-party notes receivab 98 98
Long-term deferred income tax 0 1,13¢
Property, plant and equipme 622,37! 583,96
Less allowances for depreciation, depletion andréiration 421,61: 397,78t
200,76« 186,17!
Goodwill 35,69¢ 21,89¢

$592,73:  $550,55:

Liabilities and Shareholders Equity
Current liabilities

Shor-term debi $ 32,24¢  $ 24,90
Current portion of lon-term debt 60C 60C
Accounts payabl 29,37 27,06¢
Other liabilities and accrued iter 43,34 55,93¢
Unearned revent 1,072 2,56¢
Income taxe: 67¢€ 2,10¢
Total current liabilities 107,31( 113,18:
Other lon¢-term liabilities 17,34¢ 11,62¢
Retirement and pc-employment benefit 57,42¢ 57,51:
Long-term income taxe 3,38¢ 4,32i
Deferred income taxe 1,82¢ 182
Long-term debt 25,30¢ 10,00¢
Shareholder equity 380,13! 353,71

$592,73:  $550,55:

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

(Unaudited)
Nine Months Ended
Sept. 26, Sept. 28,
(Dollars in thousands 2008 2007
Net income $ 21,66 $ 40,96
Adjustments to reconcile net income to net cash pwided from operating activities:
Depreciation, depletion and amortizat 25,50 17,944
Amortization of deferred financing costs in intd¢respenst 272 321
Derivative financial instrument ineffectivene 171 42
Stoclk-based compensation expel 3,41( 2,92¢
Changes in assets and liabilities net of acquiredsaets and liabilities:
Decrease (increase) in accounts receiv (6,439 (29,127
Decrease (increase) in other receiva 11,26: —
Decrease (increase) in inventc (7,055 (12,440
Decrease (increase) in prepaid and other curreets (2,427  (1,94)
Decrease (increase) in deferred income ti 25 (3,680
Increase (decrease) in accounts payable and acexpedse (12,139 (3,769
Increase (decrease) in unearned reve (1,497  2,33¢
Increase (decrease) in interest and taxes pa 423 10,47!
Increase (decrease) in other |-term liabilities 40E 1,191
Other— net 1,666 (2,080
Net cash provided from operating activities 35,25¢  23,17(
Cash flows from investing activitie
Payments for purchase of property, plant and eceiip (22,617) (17,6449
Payments for mine developme (391) (6,779
Reimbursements for capital equipment under goventr@ntract: 6,052 2,09t
Payments for purchase of business net of cashvest (87,467) —
Proceeds from sales of inventory to consignn 24,32t —
Proceeds from sale of busint 2,15(
Proceeds from sale of property, plant and equipt — 46
Other investment— net 66 42
Net cash used in investing activitie (80,027 (20,089
Cash flows from financing activitie
Proceeds from issuance of sl-term debr 7,11¢ 1,467
Proceeds from issuance of l--term debi 45,90 15,747
Repayment of lor-term debt (30,600 (26,399
Issuance of common stock under stock option 243 4,91¢
Tax benefit from exercise of stock optic 45 2,73:
Repurchase of common sta (2,086 —
Net cash provided from (used in) financing activigs 20,61¢ (1,539
Effects of exchange rate chang (440 (22€)
Net change in cash and cash equivalents (24,587 1,32:
Cash and cash equivalents at beginning of peric 31,73( 15,64+
Cash and cash equivalents at end of period $ 7,14 $16,96:

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 Sepber 26, 2008 and December 31, 2007 and the seddperations
for the third quarter and nine months ended Septer2®, 2008 and September 28, 2007. Sales and ébefore
income taxes were reduced in the first quarter 28082.6 million to correct a billing error thataered in 2007
that was not material to the 2007 results. All otdjustments were of a normal and recurring nature

Note B—Inventories

Sept. 26, Dec. 31,

(Dollars in thousands 2008 2007

Principally average cos

Raw materials and suppli $ 35,19 $ 30,33¢
Work in proces: 160,29( 156,78
Finished good 59,60¢ 54,53(
Gross inventorie 255,09: 241,65
Excess of average cost over LIFO inventory vi 78,74 76,46¢
Net inventories $176,35( $165,18!

Note C —Pensions and Other Post-retirement Benefits

Pension Benefits
Third Quarter Ended

Other Benefits
Third Quarter Ended

Sept. 26 Sept. 28 Sept. 26 Sept. 28
(Dollars in thousands 2008 2007 2008 2007
Components of net periodic benefit cos
Service cos $127C $1,18 $ 76 $ 75
Interest cos 1,97¢ 1,88¢ 532 477
Expected return on plan ass (2,180 (2,200 — —
Amortization of prior service co: (161) (167) 9) 9)
Amortization of net los 294 44k — —
Net periodic benefit co: $1,19¢ $1,151 $ 59E $§ 54:Z

Pension Benefits
Nine Months Ended

Other Benefits
Nine Months Ended

Sept. 26 Sept. 28 Sept. 26 Sept. 28
(Dollars in thousands 2008 2007 2008 2007
Components of net periodic benefit cost
Service cos $3,811 $349¢ $ 228 $ 22€
Interest cos 5,92¢ 5,571 1,59¢ 1,431
Expected return on plan ass (6,547) (6,497 — —
Amortization of prior service co: (483) (499 (27) (27)
Amortization of net los 88:< 1,314 — —
Net periodic benefit cos $359 $3,39¢ $1,79¢ $1,63(
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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. Managemeli¢wes that the Company has substantial defenskmeands to
defend these suits vigorously. The Company hagsdedca reserve for CBD litigation of $2.1 millios af
September 26, 2008 and $1.3 million as of DecerBbeR007. This reserve covers existing claims anig
unasserted claims could give rise to additionaddss Defense costs are expensed as incurred.r&suddition of the
asserted claims may be for different amounts tharently reserved. There were no settlement paysnmeate
during the first nine months of 2008 for CBD-rethtmases.

Under the terms of a settlement reached with acedbthe Company’s insurance carriers in the fogrtharter
2007, third party beryllium-related claims where #ileged exposure occurred prior to December @17 are
covered by insurance subject to a $1.0 million ahdeductible for a fifteen year period ending @22. All of the
cases outstanding as of September 26, 2008 areecblg this insurance. Both indemnity and deferstscare
covered. Incurred costs were below the deductibtae first nine months of 2008.

In the third quarter 2008, the court awarded damagel ordered a third-party to indemnify the Conypan
$2.4 million for defense costs incurred in prior @Belated litigation matters. The award also ineld@ccrued
interest costs. The third-party is appealing thli;xg. The Company has not recorded the impadtisfruling in its
consolidated financial statements as of Septembe2@8 and does not intend to record the impatiitthie appeal
process is resolved or a settlement agreemenaéhiee. A portion of any award received will be reinrsed to the
Company’s insurance carrier.

Williams Advanced Materials Inc. (WAM), one of t®mpany’s wholly owned subsidiaries, and a small
number of WAM'’s customers are defendants in a patdérnngement legal case. WAM has provided an mdiy
agreement to certain of those customers under vili&M will pay any damages awarded by the court. WAS%
not made any payments for damages on behalf ofastpmer nor have they recorded a reserve fordasseer
these agreements as of September 26, 2008. WAMMeslit has strong defenses applicable to both VAl its
customers and is contesting this action. While Wéd&s not believe that a loss is probable, shod tiefenses
not prevail, the damages to be paid may potentisiynaterial to the Company’s results of operatiorthe period
of payment.

The Company has an active environmental complianogram and records reserves for the probableofost
identified environmental remediation projects. Tagerves are established based upon analyses teddycthe
Company’s engineers and outside consultants anadfusted from time to time based upon ongoingistuand the
difference between actual and estimated costsr@3eves may also be affected by rulings and retimis with
regulatory agencies. The undiscounted reserve talaas $6.2 million as of September 26, 2008 an?l $fllion
as of December 31, 2007. Environmental projectd terbe long term and the final actual remediatiosts may
differ from the amounts currently recorded.

Note E—Comprehensive Income

The reconciliation between net income and comprgikierincome for the third quarter and nine monthceel
September 26, 2008 and September 28, 2007 islaw$ol

Third Quarter Ended Nine Months Ended

Sept. 26, Sept. 28 Sept. 26, Sept. 28,
(Dollars in thousands) 2008 2007 2008 2007
Net income $ 9,90¢ $9,90¢ $21,66: $40,96!
Cumulative translation adjustme (57%) 1,42¢ 1,15¢ 1,19¢
Change in the fair value of derivative financiadtmuments 2,38¢ (2,179 1,61¢ (6,027)
Pension and other retirement plan liability adjuestis 124 26¢ 371 793
Comprehensive incon $11,84: $9,42¢ $24,80¢ $36,92:
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Note F —Segment Reporting

Advanced
Material Specialty Beryllium Engineerec
Technologie: Engineerec and Beryllium Material All
(Dollars in thousands) and Service: Alloys Composites Systems Subtotal Other Total
Third Quarter 200t
Revenues from external custom $ 125507 $ 77,58t $ 17,58( $ 16,66( $237,33. $ 3,161 $240,49:
Intersegment revenur 1,79¢ 73€ 36 472 3,04 6 3,05(
Operating profit (loss 7,62% 2,07¢ 2,54¢ 1,612 13,857 (83€) 13,02
Third Quarter 200°
Revenues from external custom $ 119,41t $ 74117 $ 15,15¢ $ 18,61+ $227,30¢ $ 3,62( $230,92¢
Intersegment revenus 1,40¢ 33t 20¢ 32z 2,27z 2 2,27¢
Operating profit (loss 12,27¢ 2,56¢€ 2,204 1,71C 18,75¢ (2,58¢)  16,17(
First Nine Months 200
Revenues from external custom $ 37156. $ 23191 $ 45,658 $ 53,92( $703,04¢ $10,377 $713,42!
Intersegment revenur 5,152 3,93: 32¢ 1,22 10,63¢ 14 10,65(
Operating profit (loss 17,70( 7,52¢ 5,121 4,977 35,32¢ (2,727 32,60:
Assets 230,92: 257,31« 49,26! 25,29¢  562,79( 29,94: 592,73
First Nine Months 200
Revenues from external custom $ 384,35. $ 220,02¢ $ 46,81¢ $ 52,227 $703,42' $11,38( $714,80!
Intersegment revenu: 3,87¢ 3,40¢ 752 1,785 9,821 14 9,83t
Operating profit (loss 49,10¢ 9,25¢ 6,762 3,01¢€ 68,14t (2,507 65,64:
Assets 190,92( 239,33¢ 38,217 27,287 495,76 44,01¢ 539,78:

Note G—Stock-based Compensation Expens

The Company granted approximately 50,000 sharesstriicted stock to certain employees in the Gsirter
2008 at a fair value of $27.78 per share. Theviaime was determined using the closing price ofGhmpany’s
stock on the grant date and will be amortized dlervesting period of three years. The shareshaiforfeited
should the holders’ employment terminate priot® Yesting period.

The Company granted approximately 32,000 stockesgpgtion rights (SARS) to certain employees infitst
quarter 2008 at a strike price of $27.78 per shme.fair value of the SARs, which was determinadte grant
date using a Black-Scholes model, was $14.05 meesind will be amortized over the vesting peribthcee years.
The SARs expire ten years from the date of thetgran

The Company implemented a long-term incentive fdanhe 2008 to 2010 time period for executive aHfis
and certain other employees in the first quart@82@wards under the plan are based upon the Coytgan
performance during this time period and any paybtite end of the period may vary depending uperdégree to
which the actual performance exceeds the pre-detechthreshold, target and maximum performancedetnder
the 2008 to 2010 long-term incentive plan, awaatsed up to the target level will be settled inrekadf the
Company’s stock. The portion of any awards earnezkcess of the target up to the maximum payoutbsikettied
in cash based upon the share price of the Compatock at the end of the performance period. Coisgtéon
expense is based upon the current performancectingje for the three-year period, the percentageaisite
service rendered and the market value of the Coypatock on the grant date. The offset to compeémsa&xpense
is recorded within shareholders’ equity. The consia¢ion expense for the portion of any payout iresg®f target
is based upon the market price of the Companytkstibthe end of the period with the offset recdrde a liability.

The Company granted approximately 13,000 sharesstrficted stock to its non-employee directordhin t
second quarter 2008 at a fair value of $32.19 pares The fair value was determined using the etpprice of the
Company’s stock on the grant date and will be airedtover the vesting period of one year.

Total stock-based compensation expense for theeadod previously existing awards and plans was
$1.0 million in both the third quarter 2008 and 20Bor the first nine months of the year, stockelsthsompensation
was $3.4 million in 2008 and $2.9 million in 2007.
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Note H—Income Taxes

The tax expense of $2.6 million in the third qua@08 was calculated by applying a rate of 20.@%irsst
income before income taxes while the tax expen&&df million in the third quarter 2007 was caltcethby
applying a rate of 37.6% in that period. For thietfnine months of the year, a rate of 30.3% wasl irs 2008 and
36.1% in 2007. The differences between the statnd effective rates in both quarters and the minath periods
were due to a combination of the impact of peragmtdepletion, foreign source income and deductithres,
production deduction, executive compensation ahdrdactors.

In addition to the differences in the above itethe,effective tax rate was lower in the third gea&008 than
the second quarter 2008 year-to-date rate largedytal discrete events recorded in the third quaftee discrete
events were primarily a net reduction to tax resglim accordance with Financial Interpretation #®and accrual
adjustments as a result of finalizing the 2007 fedend state tax returns. In the first quarter&@come tax
expense was increased for discrete events in gtg#niod, primarily a deferred tax adjustment. Séhdiscrete
events affect the comparison of the effective tirs between the applicable periods in 2008 wiv 23 well.

The lower tax rate in the third quarter as compé#oatie second quarter 2008 year-to-date rate sebitax
expense and increased net income by approxima2ebyriillion, or $0.10 per share diluted, in thedhi
quarter 2008.

Note | —Acquisition

On February 4, 2008, the Company acquired the Gpgrassets of Techni-Met, Inc. of Windsor, Conicedt
for $87.4 million in cash. Techni-Met produces ps&m precious metal coated flexible polymeric lmsed in a
variety of high-end applications, including diatsetkagnostic test strips. Techni-Met sources thirity of its
precious metal requirements from the Company’s Aded Material Technologies and Services segmeghriie
Met employs approximately 45 people at its twolfaes in the Windsor area.

The Company financed the acquisition with a comtimmeof cash on hand and borrowing under the
$240.0 million revolving credit agreement. The fhase price included $9.0 million to be held in escpending
resolution of various matters as detailed in thelpase agreement. Immediately after the purchaseCdompany
sold Techni-Met's precious metal inventory to arafficial institution for its fair value of $24.3 ifiron and
consigned it back under the existing consignmeeisli

Techni-Met's results are included in the Compatfiyiancial statements since the acquisition dateaaad
reported as part of the Advanced Material Techriebbgnd Services segment. The purchase price ttlnda
preliminary in that the Company has not yet conguléts appraisal of the acquired tangible and gitale assets nc
have the acquired deferred taxes been valued. fBtienpnary goodwill assigned to the transactiorated
$13.8 million.

Assuming that the Techni-Met acquisition occurradanuary 1, 2007, the pro forma effect on selelated
items from the Company’s Consolidated Statemeimaime are as follows:

Pro Forma Results

Third Quarter Ended Nine Months Ended

Sept. 26, Sept. 28, Sept. 26, Sept. 28,
(Dollars in thousands, except per share amou 2008 2007 2008 2007
Sales $240,49: $228,28! $717,23. $719,34:
Income before income tax 12,48: 16,75: 32,54 66,94¢
Net income 9,90¢ 10,45( 22,56¢ 42,73¢
Diluted earnings per sha $ 04t $ 05C $ 1.0¢ $ 2.0¢

The pro forma sales in the third quarter 2007 aneet than the reported sales as actual sales frer@ompany
to Techni-Met exceeded Techni-Met's external salékat period.
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Note J—Fair Value of Financial Instruments

The Company adopted FASB Statement No. 157, “Falu& Measurements” as of January 1, 2008 and no
adjustments to the fair values of any assets bilitias were recorded as a result of the adoptibiine statement.
The Company currently measures and records indt@ngpanying consolidated financial statements dorei
currency and interest rate derivative contracfaiawvalue. Statement No. 157 establishes a fdirevhierarchy for
those instruments measured at fair value thatndjgishes between assumptions based on marketatestar¢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 egsand assumptions developed by the Companyhwhic
reflect those that a market participant would use.

The following table summarizes the financial instants measured at fair value in the accompanying
Consolidated Balance Sheet as of September 26; 2008

Fair Value Measurements at Reporting

Date Using
Quoted Prices
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
(Dollars in thousands Sept. 26 Assets Inputs Inputs
Description 2008 (Level 1) (Level 2) (Level 3)
Financial Assets
Foreign currency contrac
Forward Contract $ 566 $ — 9 566 $ —
Options 11¢E — 11E —
Total $ 681 $ — 9 681 $ —
Financial Liabilities
Foreign currency contrac
Forward Contract 36¢ — 36E —
Interest rate exchange contra 162 — 162 —
Total $ 527 $ — $ 5271 % —

The Company uses a market approach to value tle¢ésamsd liabilities for outstanding derivative qawcts in
the table above. These contracts are valued usimarlket approach which incorporates quoted manke¢pat the
balance sheet date.

Note K—New Pronouncement

The Financial Accounting Standards Board issueteBitant No. 159, “The Fair Value Option for Finahcia
Assets and Financial Liabilities — including an antbment of FASB Statement No. 115” in the first qea2007.
The statement allows entities to value financiatimments and certain other items at fair value Jtatement
provides guidance over the election of the faiugabption, including the timing of the election amkcific items
eligible for fair value accounting treatment. Chesdn fair values would be recognized in earnifigye statement is
effective for fiscal years beginning after Novemi&r 2007. The Company adopted this statementtiaféec
January 1, 2008 but did not implement the optignaVisions of the statement.
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Iltem 1A. Risk Factors

In addition to the Risk Factors described in ourwad report on Form 10-ko shareholders for the period ent
December 31, 2007, please also consider the fallpwi

The current disruption in the credit markets, and its effects on the global and domestic economiesuta
adversely affect our business.

The substantial volatility in world capital markétas had a significant negative impact on finantiatkets, as
well as the global and domestic economies. Fromam€ing perspective, this unprecedented instabilay make it
difficult for us to access the credit market andltain financing or refinancing, as the case mayoln satisfactory
terms or at all.

From an operational perspective, while we haveyabseen a material decrease in sales, we angcgpat
slowdown as some customers experience difficuliytitaining adequate financing due to the curresrugition in
the credit markets. Our exposure to bad debt lassgsalso increase if current customers are urtatpay for
products previously ordered.

In addition, as a result of the global economitahdity, our pension plan’s investment portfoliashincurred
greater volatility and a decline in fair value sfday 31, 2008. However, because the values opension plan’s
individual investments have and will fluctuate @sponse to changing market conditions, the amdugdins or
losses that will be recognized in subsequent psréod the impact on the funded status of the penqdan and
future minimum required contributions, if any, cahbe determined at this time and could have aniahtverse
effect on our liquidity, financial condition andstdts of operations.

Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of
Operations

Overview

We are an integrated producer of high performapeeialty engineered materials used in a variegiegtrical,
electronic, thermal and structural applicationsr Pwducts are sold into numerous markets, inclgdin
telecommunications and computer, data storagespace and defense, automotive electronics, industri
components, appliance and medical.

Sales in the third quarter 2008 were $240.5 miltompared to $230.9 million in the third quartef020Sales
for the first nine months of 2008 were $713.4 rillicompared to $714.8 million in the first nine rtienof 2007.

Sales in 2008 have increased as a result of trethesugh of higher precious and base metal priaimdjthe
translation impact of the weaker U.S. dollar. Tatadlerlying volumes for both the third quarter dinst nine
months of 2008 were below the respective period206f primarily due to a significant fall-off inigiments of
rutheniumbased products for media applications in the datage market. Growth in other portions of our bask
helped to mitigate the impact of the lower salethéodata storage market.

The acquisition of Techni-Met, Inc. in February 8G0r $87.4 million added to our profitability ihe third
quarter and first nine months of 2008. We belidnat tn the long term Techni-Met provides technoltiggt we can
couple with our existing businesses to penetrati@&iadal market opportunities.

Operating profit of $13.0 million in the third quer 2008 was down from the $16.2 million generateihe
third quarter 2007 due to the margin impact fromltswer sales to the data storage market and tabtars. Net
income of $9.9 million in the third quarter 200®wever, was unchanged from the third quarter 2G04 result of |
lower tax rate, which was due in part to discreges recorded in the current period.

Cash flow from operations was strong once agatherthird quarter. After debt increased in thet fiygarter,
primarily as a result of the Techni-Met acquisititie cash flow generated by operations has allaysetd reduce
debt by $32.2 million in the second and third gesarof 2008.

In the third quarter 2008, we announced that ther@of Directors had authorized a share buy bacgnam.
We repurchased $2.1 million of stock during thertpraunder this program.

10
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Results of Operations

Third Quarter Ended Nine Months Ended

Sept. 26 Sept. 28 Sept. 26 Sept. 28
Millions, except per share da 2008 2007 2008 2007
Sales $240.t $230.¢ $713.¢ $714.¢
Operating profit 13.C 16.2 32.¢ 65.€
Income before income tax 12.t 15.¢ 31.1 64.1
Net income 9.¢ 9.¢ 21.7 41.C
Diluted earnings per sha $ 046 $ 048 $ 108 $ 1.9¢

Salesof $240.5 million in the third quarter 2008 were #igher than sales of $230.9 million in the thixdager
2007. For the first nine months of the year, safet713.4 million in 2008 were down slightly frorales of
$714.8 million in 2007.

We use ruthenium, gold, silver, platinum, palladiand copper in the manufacture of various produats.
sales are affected by the prices for these metalshanges in our purchase prices are passedooin tostomers in
the form of higher or lower selling prices. Whilenemodity prices fluctuated significantly in therthguarter 2008,
average ruthenium prices were lower throughout 2888 in 2007 while the average prices of coppdrtha major
precious metals were higher. Changes in the pfarahese metals resulted in an estimated net $h8lion
increase in sales in the third quarter 2008 as epetjpto the third quarter 2007 and a net $58.74anilhcrease in
sales in the first nine months of 2008 as comptoéle first nine months of 2007.

Sales in the third quarter 2008 were lower thartlire quarter 2007 after adjusting for the metat
differential between periods. This decline, as waslthe decline in sales in the first nine mont2008, was
primarily due to softer shipments of ruthenium-lshgeoducts for media applications in the data gferaarket.
Shipments of our products to this market have lvezaik throughout 2008 after being very strong infifs¢ nine
months of 2007. The ruthenium-based products’ salkse was also lower in 2008 than 2007 due tahéhi
percentage of product sold being manufactured frostomer supplied metal rather than from metalweabwned.

Sales for defense applications increased in thid thiarter as did sales for disk drive arm applecst Demand
from the undersea telecommunications market wasgtin the third quarter as was demand for wireless
applications for certain of our products. Salesdiatomotive electronic applications declined duavéakening
conditions in that market in the third quarter.

Sales in 2008 also benefited from the acquisitiohexhni-Met while the development of new products
continued to offer additional growth opportunitegoss our various businesses.

Total international sales (direct exports and sttm® international operations) were $86.3 milliarthe third
guarter 2008 compared to $91.4 million in the thjedirter 2007 while international sales in thet finsee quarters
2008 of $252.0 million were 18% lower than inteioaal sales of $305.6 million in the first threeagiers of last
year. The decline in both the quarter and -to-date international sales is mainly due to logades of ruthenium-
based products into Asia. European sales increbZ¥din the first three quarters of 2008 over thet three quarte
of 2007. International sales were 35% of salebénfirst three quarters of 2008 and 43% of saldkerfirst three
quarters of 2007. The effect of translating foreigmrency denominated sales was a favorable $1l@min the
third quarter 2008 as compared to the third qua®@7 and $7.6 million in the first three quartef2008 compare
to the first three quarters of 2007 as a resutthanges in the relative value of the U.S. dollahilé/international
sales declined, domestic sales increased 11% ithittdequarter 2008 and 13% in the first three tprarof 2008
over the comparable periods in 2007.

In the first quarter 2008, we reduced sales andwats receivable by $2.6 million in order to cotra error
from 2007. The error was discovered late in that fijuarter 2008 and resulted from inaccurate lg#lito one
customer during the second half of 2007. We deteethihat the error was not material in accordarite SAB 99
and APB No. 28 and therefore the 2007 financidkbstents were not adjusted. Correction of the exisw reduced
the gross margin by $2.6 million in the first quar2008.
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Gross marginwas $45.2 million, or 19% of sales, in the thircagar 2008 versus $46.3 million, or 20% of
sales, in the third quarter 2007. For the firseéhquarters of the year, gross margin was $127li@mior 18% of
sales, in 2008 and $157.4 million, or 22% of sale2007.

The acquisition of Techni-Met had a positive impactthe gross margin in both the third quarter finstinine
months of 2008. The change in product mix was #ifginfavorable in the third quarter and first nmenths of
2008 as compared to the same periods in 2007. Neavgere reduced as a result of lower underlyingssablume tc
the data storage market in both the third quandrfaist nine months of 2008 as compared to theespeniods in
2007. This unfavorable volume effect was offsgbaint by improved margins from the increased satms the
balance of the business. Yield and performancedrgments at various facilities have provided a beteemargins
in 2008. Manufacturing overhead costs were highe¢hé third quarter and first nine months of 20@&ntthe
comparable periods in 2007 due to the expansimambus facilities, higher manpower costs and ofhetors.

In addition to the above items, margins were $1ilsam lower in the third quarter 2008 than therthquarter
2007 and $20.0 million lower in the first nine miasbf 2008 than the first nine months of 2007 eesalt of a
combination of factors associated with the ruthenmhusiness as described below.

Due to the rapidly declining market price for ruthen, we recorded a lower of cost or market charfge
approximately $6.0 million in the second quarted@0Despite the strong end-use demand for ruthewimtaining
products primarily for the hard disk drive applicas, ruthenium inventories throughout the supplstic were high
in the first half of 2008. With long lead timespesially in refining operations, and the rush toert to the
perpendicular magnetic recording technology, langentory positions were built up in 2007. Durin@08, rather
than purchasing virgin material, customers gengtalve been working off their inventory positiomslare
returning their refined and recycled materialsatorfcators such as us to manufacture into newteaagea toll basis
for them. With limited open-market purchases arftesalemand for virgin material, the quoted mankate for
ruthenium dropped throughout the second quartemasdbelow our carrying cost for a significant pmrtof our
inventory, resulting in the charge.

The gross margin in 2007 was affected by both tgpitreasing and decreasing prices for ruthenitine price
of ruthenium escalated in the second half of 20@6vaas significantly higher than the carrying cafsthe inventory
as of December 31, 2006. Sales of this existingetaw@st inventory at the current market prices@thér inventory
transactions increased total gross margins by ®illi®n in the third quarter 2007 and $22.9 millionthe first nine
months of 2007. We subsequently changed our primiagtices so that the purchase price of rutheritums the
basis for our selling price and, as a result, bleisefit did not occur in 2008. The ruthenium sellprice declined
toward the end of the second quarter 2007 fronhidje levels earlier in the year resulting in a lowécost or
market charge of $4.0 million in that period. Grasargin was also adversely affected by $4.9 millrothe second
quarter 2007 by a manufacturing quality issue engtoduction of ruthenium targets that resultedustomer
returns, additional costs and inventory losses.

Selling, general and administrative expenses (SG&A)26.1 million in the third quarter 2008 were 8wer
than expenses of $27.5 million in the third quaP®@®7. SG&A expenses totaled $81.4 million in tingt nine
months of 2008 compared to $82.7 million in thsetfitine months of 2007. SG&A expenses were 11%leksn
the first nine months of 2008 and 12% of sale®iafirst nine months of 2007.

Incentive compensation expense was $2.6 millioretow the third quarter 2008 than the third qua2@07 anc
$5.9 million lower in the first nine months of 2008&n the first nine months of 2007 due to the loleeels of
profitability in the current year relative to thiap targets as well as the impact of the loweresipaice of our stock
on the stock-based compensation portion of the pégouts.

Techni-Met incurred $1.2 million of SG&A expenseghie third quarter 2008 and $2.7 million of expens
since its acquisition in the first quarter 2008.

The currency effect of translating the SG&A expeaniseurred by our foreign operations was an unfaiar
$0.4 million due to the weaker U.S. dollar in thed quarter 2008 and $1.7 million in the first@imonths of 2008
as compared to the same periods in 2007.
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Various corporate costs were higher in the thirdrtgr and first nine months of 2008, including mamer and
benefit costs, but were somewhat offset by lowstssamong the business units.

Research and development expenses (R&®aled $1.7 million in the third quarter 2008 &1d0 million in
the third quarter 2007. For the first nine monththe year, R&D expenses were $4.9 million in 2608
$3.6 million in 2007. R&D spending increased in 8@ a result of increased process and producbiraprent
efforts.

Other-net expenséor the third quarter and first nine months of 2@l 2007 is summarized as follows:

Income (Expense’

Third Quarter Ended Nine Months Ended

Sept. 26 Sept. 28 Sept. 26 Sept. 28
Millions 2008 2007 2008 2007
Exchange gains (losse $ @17 $ 02 $ (3.0 $ (0.5
Directors deferred compensatic 0.2 (0.6) 0.6 (1.2
Derivative ineffectivenes — — (0.2 0.1
Metal financing fee (1.7 (0.5 (3.2 (1.9
Loss on sale of busine — — — (0.3
Other items (1.8 (0.9 (2.9 (2.2
Total $ 43 $ 1.7 $ B2 $ (5.5

Exchange and translation gains and losses arectidarof the movement in the value of the U.S. alollersus
certain other currencies and in relation to thiketprices in currency hedge contracts. A weak&:. dollar
generally results in exchange and translation bfmeus.

Derivative ineffectiveness results from the charigdbe fair value of an interest rate swap thagsdoot qualify
for hedge accounting treatment. The $0.2 milliopemse in 2008 resulted from the swap’s fixed rafadhigher
than the applicable prevailing interest rates. lwap is scheduled to expire in the fourth quaré&a2

The income or expense on the directors’ deferredpemsation plan is a function of the outstandirayefiin
the plan and the movement in the share price oftmak. Income of $0.3 million was recorded in thied quarter
2008 and $0.9 million in the first nine months 608 as a result of a decline in the stock price.

The metal financing fee was higher in the thirdrtgra2008 and first three quarters of 2008 tharctvaparabls
periods in 2007. The financing fee increased dubddigher quantity on hand, including the additid Techni-
Met's metal requirements under the consignment hnel higher precious metal prices.

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

Net-other also includes the amortization of intbigassets, changes in environmental reservesaotiated
with current production facilities, bad debt expengains and losses on the disposal of fixed gsseth discounts
and other non-operating items.

Operating profitwas $13.0 million in the third quarter 2008, a dexlof $3.2 million from the operating profit
of $16.2 million generated in the third quarter 20Bor the first nine months of the year, operaprnafit was
$32.6 million in 2008 and $65.6 million in 2007.&lower profit resulted from the margin impact ko tower
underlying sales volume, the change in rutheniuicimy practices, the lower of cost or market chagd other
factors affecting gross margins and higher exchdogges offset in part by lower SG&A expenses.

Interest expense — natas $0.5 million in the third quarter 2008 compa@&0.3 million in the third quarter
2007. Interest expense of $1.5 million in the firgte months of 2008 was unchanged from the samedpi@ 2007.
Outstanding debt levels have been higher througtheumajority of 2008 than in 2007 primarily aseault of the
Techni-Met acquisition in the first quarter 2008eTimpact of the higher debt was offset by a loeféective
borrowing rate during the first nine months of 2008
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Income before income taxewas $12.5 million in the third quarter 2008 ver$@5.9 million in the third quart
2007. For the first nine months of the year, incdrmafore income taxes declined from $64.1 millior2007 to
$31.1 million in 2008.

Income tax expensef $2.6 million in the third quarter 2008 was cddtad using an effective rate of 20.6% of
income before income taxes while the expense @& &#llion in the third quarter 2007 was calculatesing an
effective rate of 37.6% of income before incomestaxT he effective tax rate for the first nine mentii 2008 was
30.3% compared to 36.1% in the first nine monthaQgf7.

The effects of percentage depletion, foreign soirceme and deductions, executive compensation, the
production deduction and other factors were theonfaictors for the difference between the effectind statutory
rates in the third quarter and first nine monthbath 2008 and 2007.

The tax rate in the third quarter 2008 was lowantthe rate used through the first six months 682due to th
impact of discrete items and other changes in estiswrecorded in the third quarter. The discretastwere
primarily a reduction to the tax reserves in acaa with FASB Interpretation No. 48 and adjustradémm the
finalization of the 2007 tax returns. The lower take improved net income by $2.0 million, or $0dED share, in
the third quarter 2008 as compared to the firstrsimths of the year. See Note H to the Consolidabeancial
Statements.

Net incomewas $9.9 million in the third quarter 2008, uncheshfrom the third quarter 2007. For the first nine
months of the year, net income was $21.7 milliogG08 and $41.0 million in 2007. Diluted earnings phare wer
$0.48 in both the third quarter 2008 and 2007. &aptr year-to-date diluted earnings per share $£B5 in 2008
and $1.98 in 2007.

Segment Results

We have four reporting segments. The results fimecorporate office and Zentrix Technologies Ime. a
included in the All Other column of our segmentaeimg. See Note F to the Consolidated Financiateshents. Tt
operating results for All Other declined $0.2 naifliin the first nine months of 2008 from the fingte months of
2007 largely due to higher corporate costs, loweparate charges out to the segments and other$aaffset in
part by lower incentive compensation expense, lfa@ge in the directors deferred compensation expand other
factors.

Advanced Material Technologies and Services

Third Quarter Ended Nine Months Ended

Sept. 26 Sept. 28 Sept. 26 Sept. 28
Millions 2008 2007 2008 2007
Sales $125.F $119.¢ $371.¢ $384.¢
Operating profi $ 7€ $12: $ 177 $ 491

Advanced Material Technologies and Serviaaanufactures precious, non-precious and speciadtgim
products, including vapor deposition targets, frdithi@ssemblies, clad and precious metal prefohigs
temperature braze materials, ultra-fine wire, sggcinorganic materials and precision preciousahetated films.
Major markets for these products include data gmrenedical and the wireless, semiconductor, photomd hybrid
sectors of the microelectronics market. AdvancedeMal Technologies and Services also has metahalg
operations and an in-house refinery that allowttierreclaim of precious metals from its own or oostrs’ scrap.
Due to the high cost of precious metal productsem@hasize quality, delivery performance and custagarvice ir
order to attract and maintain applications. Thgnsent has domestic facilities in New York, Califern/Visconsin
and Connecticut and international facilities in@and Europe.

Sales from Advanced Material Technologies and 8essvere $125.5 million in the third quarter 2088%
growth rate over the third quarter 2007. Segmdesdataled $371.6 million in the first nine montf2008
compared to $384.4 million in the first nine mondi007.

Sales for media applications in the data storagd&ehagprimarily ruthenium targets manufacturednat t
Brewster, New York facility, declined approximaté29.2 million in the third quarter 2008 and $108\@ion in
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the first nine months of 2008 from the comparalglgqus a year ago excluding the impact of changesthenium
prices. Media application demand was very stromindithe majority of 2007 as customers were rampip@n
ruthenium-based products for the conversion tonthe perpendicular magnetic recording technologyil&\the
overall market demand has remained strong, oungips to this market were soft throughout the fhiste quartel
of 2008. The lower shipments in 2008 were partidiig to a specification change at a major custamire fourth
quarter 2007 that required us to re-qualify oudpict. Our product was re-qualified during the thqdarter.
However, we encountered a quality consistency isstiematerial from a key vendor during the thinbagter and
we temporarily suspended shipments to this cust@meding further analysis of the material supplye @iticipate
that analysis work will be completed in the fougtnarter.

In addition to the development work on rutheniuradarcts, our marketing and engineering staffs ae al
working on developing and qualifying new produatsl applications, including the oxide and soft utadesr
coatings for disk drives, with existing and newtousers within the data storage market.

As noted previously, in the first three quarter2008, we were generally manufacturing rutheniumets on a
toll basis using customer supplied material as spgdo manufacturing products using virgin mategyiachased by
us or material from our recycle stream. Of the $2@8illion decline in media application sales, atiraated
$26.4 million (or 24%) is due to this shift and f@m a decline in the underlying business.

Higher metal prices, growth in sales to other mirkad the Techni-Met acquisition helped to oftsebrtion
of the decline in sales during the first nine mamifi2008.

Advanced Material Technologies and Services adphstsnajority of its selling prices to reflect tberrent cost
of the precious and certain other metals that@ie $he cost of the metal is generally a passtifjinato the
customer and a margin is generated on the fahvitafiforts irrespective of the type or cost of thetal used in a
given application. Therefore, the cost and mix etais sold will affect sales but not necessaritytargins
generated by those sales. The prices of gold,rsiNatinum and palladium were higher on averagihénfirst nine
months of 2008 than in the first nine months of 2@hile the price of ruthenium was lower. The conation of
these price differences increased sales by $14l&min the third quarter 2008 over the third qear2007 and
$52.3 million in the first nine months of 2008 otke first nine months of 2007.

Sales of vapor deposition targets and other preduenufactured at the Buffalo, New York facility fo
photonics and wireless applications increasedaerthird quarter and first nine months of 2008 dhercomparable
periods in 2007 due to both volumes and higher Inpeiges. Sales of materials for LED applicationstinued to
improve as well.

Sales from Thin Film Technology, Inc. (TFT), whigtoduces lids for defense and medical applications,
increased in the third quarter once again and $atdke first nine months of 2008 are approximat% higher
than the first nine months of 2007. The new saldsroentry rate for these products has been solid.

Sales of inorganic chemicals from CERAC, whichased in optics, solar energy and other applicatigresv
in the third quarter and first nine months of 2@@@r the comparable periods in 2007.

The acquisition of Techni-Met provided a small g&se to the total segment sales in 2008 as Techhi-M
sources its precious metals through the Buffaldifiaso the net increase in sales is limited te #alue added by
Techni-Met over the sales value from Buffalo. Taelet produces precision precious metal coated palgnfiéms
used primarily in medical applications. The openatalso contributed to the segment’s profitabilityhe third
quarter and first nine months of 2008.

The gross margin on Advanced Material Technologies Services’ sales was $19.9 million (16% of Jales
the third quarter 2008 compared to $22.1 milliog%lof sales) in the third quarter 2007. The groasgin was
$52.4 million (14% of sales) in the first nine miasiof 2008 and $79.9 million (21% of sales) in tbenparable
period in 2007.

The previously discussed ruthenium benefit andityueatharge from 2007 as well as the lower of casharket
charges in 2008 and 2007 affected the gross maofjihés segment.
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Margins were reduced by the lower volumes fromBhawster facility in both the third quarter andsfinine
months of 2008 compared to the respective perio@907, which were offset in part by the margindférirom the
higher sales volumes generated through Buffalo, &kd CERAC. The change in product mix was unfaveraib
the third quarter 2008 after being favorable infthst six months of the year. The margin contribntfrom Techni-
Met has grown in each of the quarters since thaisaitipn.

The $2.6 million error correction in the first qtear2008 reduced the year-to-date gross margini@segment.
Manufacturing overhead costs increased $3.8 millidthe third quarter and $8.9 million in the firshe months of
2008 compared to the same periods of last yearpfih®ry causes for the overhead increase incltited
acquisition of Techni-Met, the new facility in tiizech Republic, the expansion of the Brewster ahéatfield,
New York facilities, higher activity levels in vaiis facilities and other factol

Total SG&A, R&D and other-net expenses were $121Ram (10% of sales) in the third quarter 2008
compared to $9.8 million (8% of sales) in the thqudarter 2007. These expenses totaled $34.7 mitidime first
nine months of 2008 (9% of sales), an increasSd fillion over expenses of $30.8 million (8% efes) in the
first nine months of 2007.

The higher expense in the third quarter and firs¢ months of 2008 was due to a combination ofttenses
incurred by Techni-Met since its acquisition, highreetal consignment fees, additional R&D activitéesl the
unfavorable translation effect on foreign subsidisirexpenses partially offset by lower incentivenpensation
accruals.

Operating profit from Advanced Material Technolagand Services was $7.6 million in the third qua2{®08
compared to $12.3 million in the third quarter 20B@r the first nine months of the year, operapngfit declined
from $49.1 million in 2007 to $17.7 million in 2008perating profit was 5% of sales in the firsteamonths of
2008 and 13% of sales in the first nine monthsQff72 The decline in segment profitability was du¢hie
significant fall-off in the ruthenium business, limding the impact of price movements and invensmtjustments,
offset in part by improvements in other portionghe business and the acquisition of Techni-Met.

Specialty Engineered Alloys

Third Quarter Ended Nine Months Ended

Sept. 26 Sept. 28 Sept. 26 Sept. 28
Millions 2008 2007 2008 2007
Sales $ 77.€ $ 741 $231.¢ $220.(
Operating profit $ 21 $ 26 $ 7E $ 93

Specialty Engineered Alloymanufactures and sells three main product families:

Strip products, the larger of the product families, include thauge precision strip and small diameter rod
and wire. These copper and nickel beryllium allpyevide a combination of high strength, high cortolity,
high reliability and formability for use as conne, contacts, switches, relays and shielding. Majarkets fo
strip products include telecommunications and cdemp@automotive electronics and appliances;

Bulk productsare copper and nickel-based alloys manufacturetbie, rod, bar, tube and other
customized forms that, depending upon the apptinathay provide superior strength, corrosion orrwea
resistance or thermal conductivity. The majoritypafk products contain beryllium. Applications faulk
products include plastic mold tooling, bearingsshings, welding rods, oil and gas drilling compaseand
telecommunications housing equipment; and,

Beryllium hydroxideis produced by Brush Resources Inc., a wholly owsdasidiary, at its milling
operations in Utah from its bertrandite mine antthased beryl ore. The hydroxide is used prima#y raw
material input for strip and bulk products as vesllby the Beryllium and Beryllium Composites segm8ales
of hydroxide from the Utah operations for the fingie months of 2008 totaled $3.3 million, all diiah were
shipped in the second quarter. Hydroxide saletetbts2.7 million in the third quarter 2007 and $Blion in
the first nine months of 2007.

16




Table of Contents

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

Sales by Specialty Engineered Alloys of $77.6 wnillin the third quarter 2008 were 5% higher thdessaf
$74.1 million in the third quarter 2007. Saleshe first nine months of 2008 of $231.9 million war&%
improvement over sales of $220.0 million in thetfinine months of 2007.

The pass-through of the higher base metal pricéstanfavorable translation effect on the foreighsidiaries’
sales were the main factors for the increase esdgalthe third quarter and first nine months d¥0ver the
comparable periods in 2007. Other pricing improvetsdave helped to offset the impact of the ovéoaler
volumes shipped in the first three quarters of 2008

Strip volumes shipped in the third quarter 2008en6 lower than the third quarter 2007 while thkirrees
shipped in the first nine months of 2008 were 9%dothan the year-ago period. Shipments of higleeyllhum-
containing alloys improved in the third quarter 2aWer the third quarter 2007 but were lower far finst nine
months of 2008 than 2007. The lower beryllium-coritey alloy products were down significantly in hdhe third
quarter and first nine months of 2008 versus thepgarable periods in 2007.

Shipments for automotive applications weakenedénthird quarter 2008 and for the first nine morghthe
year are lower than the first nine months of 2@&mand for materials for handset applications sefieafter the
first quarter of 2007 and has leveled out in 2008wer volumes. Shipments of strip products intodpe,
including for appliance applications, also begawéaken in the third quarter 2008. Shipments ofaod wire
products improved in the third quarter 2008 and{fie year, shipments of these products are ahidadtyear’s
pace; however, the sales order entry rate for thes#ucts softened.

Bulk product volumes shipped increased 9% in tivel duarter and 11% in the first nine months of 2@0er
the respective periods in 2007. Shipments of threleryllium containing alloys declined in the thigjdarter but
contributed to the year-to-date growth of bulk pretdshipments.

Demand from the undersea telecommunications méskétulk products continued to be strong in thedhi
quarter 2008 as did the backlog for these apptinatiThe oil and gas market was also strong asngnits in 2008
are well ahead of the prior year, although Hurrectiee caused a temporary disruption in demanditetiee third
quarter and into the early portion of the fourtlader. Shipments for aerospace applications, wiviete stronger in
the earlier portion of the year, were adverselg@td by the Boeing strike in the third quarteiip8tents for
mechanical system applications softened, but nestegiand new opportunities are actively being mdsu

The gross margin on Specialty Engineered AlloyEsavas $16.5 million in the third quarter 2008,686
improvement over the gross margin of $14.2 milimerated in the third quarter 2007. Gross margpraved
from 19% of sales in the third quarter 2007 to Zif%ales in the third quarter 2008. For the fiisermonths of the
year, the gross margin was $49.5 million, or 21%alés, in 2008 and $47.8 million, or 22% of salef2007.

The growth in margins in 2008 was due to the imptbpricing, foreign currency benefits and improved
manufacturing performance, including higher yialtes, more than offsetting the margin impact ofldweer
shipment volumes, including the lower sales of bydie, and higher manufacturing overhead costs.

Total SG&A, R&D and other-net expenses were $14ildam in the third quarter 2008, an increase of
$2.7 million from expenses totaling $11.7 millienthe third quarter 2007. For the first nine mordhthe year,
expenses were $41.9 million in 2008 compared to@88llion in 2007, an increase of $3.3 million.fenses were
18% of sales in both of these periods.

The expense increase in the third quarter andrfine months of 2008 was largely due to higherifpre
currency exchange losses, the unfavorable traoslatipact on the foreign operations’ expenses dukfferences
in exchange rates between periods, higher inceatizeuals (resulting from the improved performaredative to th
plan provisions) and increased R&D activity. Themgeases were partially offset by lower corpodtarges and
international selling expenses.
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The operating profit generated by Specialty Engieg@e\lloys totaled $2.1 million in the third quar@008
compared to $2.6 million in the third quarter 20B@r the first nine months of the year, operatingfipwas
$7.5 million, or 3% of sales in 2008 compared ta%8illion, or 4% of sales, in 2007.

Beryllium and Beryllium Composites

Third Quarter Ended Nine Months Ended

Sept. 26 Sept. 28 Sept. 26 Sept. 28
Millions 2008 2007 2008 2007
Sales $ 17.¢ $ 15.2 $ 45.7 $ 46.€
Operating profit $ 28 $ 22 $ 51 $ 6.8

Beryllium and Beryllium Compositemanufactures berylliunbased metals and metal matrix composites in
tube, sheet, foil and a variety of customized foatithe Elmore, Ohio and Fremont, California fdieii. These
materials are used in applications that requiré kigffness and/or low density and they tend t@fmamium priced
due to their unique combination of properties. agment also manufactures beryllia ceramics thrauy wholly
owned subsidiary Brush Ceramic Products in TucAoizpna. Defense and government-related application
including aerospace, is the largest market for Barg and Beryllium Composites, while other marks¢sved
include medical, telecommunications and computectmnics (including acoustics), optical scanramgl
automotive electronics.

Sales by Beryllium and Beryllium Composites grewdBom $15.2 million in the third quarter 2007 to
$17.6 million in the third quarter 2008. For thesfinine months of the year, sales declined froB&#illion in
2007 to $45.7 million in 2008.

Sales in 2007 included shipments for two largeds@one projects, the JET nuclear fusion reactdrtha
Webb telescope, which have since been completéels 8a these two projects totaled $1.0 milliorthie third
guarter 2007 and $2.8 million in the first nine rtranof 2007. Sales to all other customers are upndte first nine
months of 2008 over the first nine months of 2007.

Defense-related sales, which were soft in the ffiedt of 2008 due to specific program delays, sitkaned in
the third quarter 2008. Sales order entry rateg &0 strong in the third quarter 2008, includinders for produc
to be shipped in 2009.

Sales for medical and industrial x-ray window apgtions improved in the third quarter 2008 but watiie
lower in the first nine months of 2008 than thetfinine months of 2007.

Shipments of AlIBeMe® products, a beryllium-aluminum composite, werergrin the third quarter 2008.
Sales of beryllia ceramics in the third quarter@@@re unchanged from the third quarter 2007 awehd&? for the
first nine months of 2008.

The gross margin on Beryllium and Beryllium Compesi sales was $5.3 million, or 30% of sales, mftthird
quarter 2008 and $5.1 million, or 34% of saleghmthird quarter 2007. The gross margin for th& fiine months
of 2008 was $13.7 million, or 30% of sales, comgarea gross margin of $16.0 million, or 34% ofesalin the first
nine months of 2007.

The margin improvement in the third quarter 2008rd¥e third quarter 2007 was due primarily tohigher
sales volume while margins were lower in the firiste months of 2008 due to the lower sales voluwes the first
nine months of the year. The change in producteffect was unfavorable, largely as a result ofdbmpletion of
the Webb and JET projects, and manufacturing oaerlcests were higher in both the third quarterfastinine
months of 2008 than the comparable periods of 2B0Froved plant performance and scrap recoveryrtsfftave
resulted in margin benefits during 2008.

SG&A, R&D and other-net expenses for Beryllium @wtyllium Composites were $2.7 million in the third
quarter 2008 compared to $2.9 million in the thjcchrter 2007. For the first nine months of the ydase expenses
totaled $8.5 million, a decline of $0.7 million frothe same period a year ago. Expenses were 18%esf in the
first nine months of 2008 and 20% of sales in tre hine months of 2007.
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Reductions in incentive compensation expense nhare dffset slight increases in R&D activity andesth
expenses in the third quarter 2008. For the firsg¢ months of the year, incentive compensatioreifpr currency
exchange losses and corporate charges were l0\@80Bithan in 2007. Selling and R&D expenses, iioly
manpower, product samples and outside service®, igher in the first nine months of 2008 thanfttet nine
months of 2007.

Operating profit for Beryllium and Beryllium Comptes was $2.5 million in the third quarter 2008,6%6
improvement over the operating profit of $2.2 roifligenerated in the third quarter 2007. Operatmfjtpvas
$5.1 million in the first nine months of 2008, acoEase of $1.7 million from the first nine montlfi607.
Operating profit was 11% of sales in the first nmenths of 2008 and 14% of sales in the first mioaths of 2007.

Engineered Material Systems

Third Quarter Ended Nine Months Ended

Sept. 26 Sept. 28 Sept. 26 Sept. 28
Millions 2008 2007 2008 2007
Sales $ 16.7 $ 18.€ $ 53.¢ $ 52.2
Operating profi $ 1€ $ 17 $ 5C $ 3C

Engineered Material Systeniacludes clad inlay and overlay metals, precious lasse metal electroplated
systems, electron beam welded systems, contoutqatalystems and solder-coated metal systems. Hpesgalty
strip metal products provide a variety of therne#éctrical or mechanical properties from a surfaea or particular
section of the material. Our cladding and platiagabilities allow for a precious metal or brazifigyato be appliec
to a base metal only where it is needed, redutiagraterial cost to the customer as well as progidiesign
flexibility. Major applications for these produdtelude connectors, contacts and semiconductoes largest
markets for Engineered Material Systems are autemetectronics, telecommunications and computectsdnics
and data storage, while the energy, defense anttatedectronic markets offer further growth oppurities.
Engineered Material Systems are manufactured atioaoln, Rhode Island facility.

After growing in the first half of the year, Engered Material Systemsales declined from $18.6 million in 1
third quarter 2007 to $16.7 million in the thirdagter 2008. Sales for the first nine months of 260853.9 million
were 3% higher than sales from the comparable ¢p&ni@007.

The decline in sales in the third quarter 2008 s largely to lower shipments for automotive aggilons as
demand from this market, including the Europeanasewhich had been strong in the first half of 20@eakened
during the quarter. The lower automotive sales weréially offset by strong growth in sales of miaks for disk
drive arm applications, which rebounded from a seftond quarter 2008. Sales of disk drive arm rnaddgerave
grown 30% in the first nine months of 2008 over firg nine months of 2007. Sales of new produtiginly to the
energy market and to a lesser extent the medicdahalso contributed to the year-to-date growtkales.

The gross margin on Engineered Material Systenisssaas $3.4 million, or 20% of sales, in the thgdarter
2008 and $3.6 million, or 19% of sales, in thedhguarter 2007. For the first nine months of tharygross margin
improved to $10.8 million, or 20% of sales, in 2388 $9.0 million, or 17% of sales, in 2007.

A favorable change in the product mix and manufaetuimprovements helped to offset the lower mafghm
the decline in sales volume in the third quart€d®8s compared to the third quarter 2007. The &blermix shift
and manufacturing improvements coupled with thegimabenefits from the higher sales volume weregasible
for the improved gross margin in the first nine fia@nof the year versus the prior year.

The manufacturing improvements in 2008 are paytidlie to the recent implementation of a new high
technology manufacturing center in the Lincoln liagiwhich has resulted in yield and efficiencyiga
Performance improvements have also been achiewetthém portions of the facility, including platirgerations.

Total SG&A, R&D and other-net expenses of $1.8ionillin the third quarter 2008 were 5% lower thaa th
third quarter 2007. Year-tdate expenses totaled $5.8 million and were 3% dkan expenses in the same peric
year ago. Lower corporate charges and incentivepeoisation more than offset a slight increase iimgeand othe
administrative expenses.
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Operating profit from Engineered Material Systenasw$1.6 million in the third quarter 2008 versus
$1.7 million in the third quarter 2007. Operatingfit of $5.0 million in the first nine months 0DR8 was a 65%
improvement over the operating profit of $3.0 ro#fliin the first nine months of 2007. Operating jiraiso
improved from 6% of sales in the first nine montfig 007 to 9% in the first nine months of 2008.

Legal

One of our subsidiaries, Brush Wellman Inc., iefeddant in proceedings in various state and féderats
brought by plaintiffs alleging that they have cawted chronic beryllium disease or other claima essult of
exposure to beryllium. Plaintiffs in beryllium casseek recovery under negligence and various tgbal theories
and seek compensatory and punitive damages, in nam®s of an unspecified sum. Spouses, if anyndtas of
consortium.

The following table summarizes the associated gtivith beryllium cases.

Quarter Ended Quarter Ended
Sept. 26, June 27,
2008 2008

Total cases pendir 9 8
Total plaintiffs 36 30
Number of claims (plaintiffs) filed during period@ed 1(6) 0(0)
Number of claims (plaintiffs) settled during perieddec 0(0) 0(0)
Aggregate cost of settlements during period endedafs in thousands $ 0 $ 0
Number of claims (plaintiffs) otherwise dismiss 0(0) 1(2)

Settlement payment and dismissal for a single o&genot occur in the same period.

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 whassik 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 @a@ror cash
flow. However, our results of operations could batenially affected by unfavorable results in onemare of these
cases. As of September 26, 2008, two purported eetions were pending.

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

Millions Sept 26 Dec. 31
Asset (liability) 2008 2007

Reserve for litigatiol $21) $ 1.3
Insurance recoverab 1.8 1.C

Regulatory Matters. Standards for exposure to beryllium are undeiereby the United States Occupational
Safety and Health Administration and by other goweental and private standard-setting organizatiome result
of these reviews will likely be more stringent werlsafety standards. More stringent standards rffiegt duying
decisions by the users of beryllium-containing patd. If the standards are made more stringenband
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customers decide to reduce their use of berylliamiaining products, our operating results, liqyidihd capital
resources would likely be materially adversely etééel. The impact of this potential adverse effeatid depend on
the nature and extent of the changes to the stdsiddwe cost and ability to meet the new standénésextent of the
reduction in customer use and other factors. Thgnihade of this potential adverse effect cannot&témated.

Financial Position

Net cash provided from operating activitieégas $35.3 million in the first three quarters 008&s net income,
the benefits of depreciation and amortization atheofactors more than offset unfavorable changesiious
working capital items, including increases to acieueceivable and inventory and payment of thez200entive
compensation to employees.

Cashbalances totaled $7.1 million at the end of thedtljuarter 2008, a decline of $24.6 million fronayend
2007, as a portion of the cash on hand, the casérged by operations and additional borrowingsewsed to
acquire Techni-Met and to finance capital expemdgu

Accounts receivabléncreased $12.8 million, from $97.4 million at #ed of 2007 to $110.2 million at the end
of the third quarter 2008. This growth was due tmabination of an increase in the average cotiegberiod, as
measured by the days sales outstanding, and thésaimmn of TechniMet in the first quarter 2008. Accounts writl
off to bad debt expense and adjustments to thelehdallowance were immaterial in the first ninentis of 2008.

Other receivablesotaling $11.3 million as of December 31, 2007, athiepresented amounts due from our
insurance carriers under the litigation settlenagmeement signed in the fourth quarter 2007, welleated in full
during the first quarter 2008.

Inventoriestotaled $176.4 million, an increase of $11.2 millier 7%, during the first three quarters of 2008.
The inventory turnover ratio, a measure of how kjyicnventory is sold on average, as of the enthefthird quarte
declined from the end of last year. Approximate2yldmillion of the increase in inventory was duéhe Techni-
Met acquisition. Inventories at the Brewster fagihave been reduced due to the current leveltbEnium target
business and as a result of the lower of cost sketadjustments. Inventories at various other dssimand
international locations within the Advanced Matkfiachnologies and Services segment increasedofmostthe
current and projected higher level of businesseieries at Brush Resources increased $2.8 millisimg the first
nine months of 2008 due to the opening of a nevamitincreased bertrandite ore mining activity.csgty
Engineered Alloys’ inventory pounds were up 7%ha first three quarters of 2008 in part due to tsrroduction
lead times for bulk products.

We use the last in, first out (LIFO) method forwial a large portion of our domestic inventorieg.98 doing,
the most recent cost of various raw materialsuiticlg gold, copper and nickel, is charged to césates in the
current period. The older, and often lower, costsused to value the inventory on hand. Therefargent changes
in the cost of raw materials subject to the LIFQuation method have only a minimal impact on charigehe
inventory carrying value.

A significant portion of our precious metal requirents is maintained through off-balance sheet gaarents.
We purchase the metal out of consignment at theeisumarket price as it is shipped and sold tectistomer and
our purchase price forms the basis for the sepifice. The use of consigned inventory reduces gpogure to
market price movements on the inventory carryingea

The value of the off-balance sheet precious metiasigned inventory arrangements was $127.9 mibiiothe
end of the third quarter 2008, an increase of $&6lifon during 2008 as the quantities on hand éased while
metal prices on average were slightly lower. Thegaase was also due to the acquisition of TechrtitiMihe first
guarter 2008 and the addition of their metal rezgmignts under the consignment lines.

Prepaid expensewere $20.6 million as of the end of the third qga2008, an increase of $2.9 million from
yearend 2007. The change in the balance was due tintiveg of payments for manufacturing supplies,
miscellaneous taxes and other items.
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Other assetwere $36.1 million at the end of the third qua&e8, an increase of $24.3 million over year end
2007. The increase is primarily from the estimateldie of the intangible assets acquired with Tedhei. The
intangible asset values are subject to change perdiinal appraisal.

Capital expendituredor property, plant and equipment and mine develamintotaled $23.0 million in the first
nine months of 2008, which was slightly below tb&al depreciation and amortization level for theiqu

Spending in the first nine months of 2008 inclu&éd million for the design and development of rieev
facility for the production of primary beryllium der a Title Il contract with the U.S. DepartmehBefense
(DOD). The total cost of the project is estimatedbé approximately $90.4 million; we will contrilsutand,
buildings, research and development, technologyoamgging operations valued at approximately $23IRom to
the project. The DOD will reimburse us for the Ipala of the project cost. Reimbursements from th®R@e
recorded as unearned income and included in atingrtierm liabilities on the Consolidated Balance&h.
Construction of the facility began early in therthquarter 2008.

Advanced Material Technologies and Services expmtaperoximately $6.2 million for the expansion of
various facilities, computer software implementatémd other projects in the first nine months dd&0Spending b
Specialty Engineered Alloys totaled $8.0 milliortle first nine months of 2008 and included upgrgdind
replacing various pieces of equipment at the Elnamick Reading facilities.

We acquired the operating assets of Techni-Met,forc$87.4 million in February 2008. The acquditivas
financed with a combination of cash and borrowingder the revolving credit agreement. Immediatalysequent
to the acquisition, we sold the precious metal eonof Techni-Met's inventory for its fair value $24.3 million to
a financial institution and consigned it back unebisting consignment lines. Preliminary goodwdsmned to the
transaction, which is subject to final valuatiorasa$13.8 million.

Other liabilities and accrued itemwere $43.3 million as of the end of the third gga2008, a decline of
$12.6 million from the $55.9 million balance astioé end of 2007. Payment of the 2007 incentive @sation in
the first quarter 2008, net of the expense foffitlse nine months of the year, was the primary eanfsthe reduction.
Accruals for other items, including changes intiheng of the payment of payroll deductions, fringenefits and
taxes other than income taxes as well changesifathvalue of outstanding derivative contractstabuted to the
movement in the balance outstanding.

Unearned revenuewhich is a liability representing products invoidedcustomers but not shipped, was
$1.1 million as of September 26, 2008 versus $2lmas of December 31, 2007. Revenue and thecéssd
margin will be recognized for these transactiongmthe goods ship, title passes and all other te/ezcognition
criteria are met. Invoicing in advance of the shéotnp which is only done is certain circumstancéeys us to
collect cash sooner than we would otherwise.

Other long-term liabilitiestotaled $17.3 million as of the end of the thirdager 2008, an increase of
$5.7 million from the prior year end. This increasas primarily due to reimbursements received fthenDOD for
the construction of the new beryllium facility thagre classified as longrm unearned income. This liability will
relieved to income over the life of the facilityamit is built and placed into service. The resdéoreCBD litigation
increased during the first nine months of 2008 &bther long-term liabilities, including the longrm portion of th
incentive accruals, changed by minor amounts duthiedirst nine months of the year.

The retirement and post-employment obligatibalance was $57.4 million at the end of the thindréer 2008
and $57.5 million at December 31, 2007. This bataepresents the liability under our domestic defibenefit
pension plan, the retiree medical plan and othtéeraent plans and post-employment obligations niRats against
the liabilities for the various plans have approaied the expense and other movements in the tiabitiver the
first nine months of 2008.

We made contributions totaling $3.3 million to themestic defined benefit plan during the first ehquiarters
of 2008. We anticipate making an additional conttitn of approximately $0.9 million in the fourtluarter of 2008
and that the contributions in 2009 will exceedtital contributions made in 2008.

Debttotaled $58.1 million as of September 26, 2008 caneg to $35.5 million as of December 31, 2007. This
$22.6 million increase was primarily due to the fr@eMet acquisition in the first quarter 2008 atwa lesser
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extent, funding of capital expenditures. Short-telebt increased $7.3 million during the first nmenths of 2008.
Long-term debt increased $15.3 million in the nmimenths of 2008, although it declined $25.6 milliorthe third
quarter due to the cash flow generated in thabge®hort-term debt, which included foreign curyedenominated
loans and a gold- denominated loan, totaled $32IBbmas of the end of the third quarter 2008. Terent portion
of long-term debt was $0.6 million, while long-tedabt was $25.3 million. We were in compliance vethof our
debt covenants as of the end of the third quafés?2

Shareholders’ equityvas $380.1 million at the end of the third qua2@®8, an increase of $26.4 million over
the $353.7 million balance as of the end of 200 ihcrease was primarily due to comprehensivenirecof
$24.8 million (see Note E to the Consolidated FamarStatements).

In the third quarter 2008, the Board of Directgppr@ved a program to repurchase up to 1.0 milllares of
the Company’s outstanding shares of common stdo&.pFimary purpose of the program is to offsettibilucaused
by stockbased compensation plans. The program may be sileghen discontinued at any time. As of the enche
third quarter 2008, the Company had repurchaserbappately 77,000 shares at a cost of $2.1 milliader this
program.

Equity was also affected by stock compensation esgethe exercise of stock options, the tax bentbim the
exercise of options and other factors during thst three quarters of 2008.

There have been no substantive changes in the synafneontractual obligations under long-term debt
agreements, operating leases and material purchasmitments as of September 26, 2008 from the grdr2007
totals as disclosed on page 39 of our annual repoftorm 10-K for the year ended December 31, 2007.

Net cash provided from operating activities was.828illion in the first nine months of 2007 as imetome,
changes in various liabilities and the benefitd@breciation more than offset the increases inwadsaeceivable
and inventory. Receivables increased $30.4 millawr85%, due to the higher sales volume in theteuand a
slower days sales outstanding. Inventories incre&4é.8 million, or 8%, during the first nine mosithf 2007,
although the inventory turnover period improvede Thajority of the inventory increase was in ruthiembased
products. Capital expenditures were $17.6 millidrilevmine development expenditures totaled $6.8oniin the
first nine months of 2007. Total depreciation antbéization was $18.3 million. Outstanding debated
$40.2 million at the end of the third quarter 20@decrease of $8.8 million from the prior year pricharily as a
result of the cash provided from operations. Weirezd $4.9 million for the exercise of stock opsaturing the
first nine months of 2007. The cash balance sto&1 a0 million at the end of the third quarter 2p8n increase of
$1.3 million from the prior year end.

We believe funds from operations and the availableowing capacity are adequate to support op&yatin
requirements, capital expenditures, projected penglian contributions, strategic acquisitions and@nmental
remediation projects. Although debt increased @fitst three quarters of 2008, primarily as a ltesiithe Techni-
Met acquisition in the first quarter, we had appmeately $201.4 million of available borrowing capigainder the
existing lines of credit as of September 26, 2008.

Critical Accounting Policies

For information regarding critical accounting pa, please refer to pages 41 to 44 of our anmeyalrt on
Form 10-K for the period ended December 31, 2007.

Market Risk Disclosures

A portion of our ruthenium inventory remains expb$e movements in the market price and potentwllyject
to further lower of cost or market charges as efehd of the third quarter 2008 should the markieegall below
our carrying cost. The ruthenium market price dexdiearly in the fourth quarter. In the near temith) the majority
of our sales of ruthenium-containing products bemanufactured from customer supplied material, vag mot be
able to make a significant reduction in the qusrdftinventory exposed to adverse price movements.

The credit crisis late in the third quarter andyesr the fourth quarter has created uncertaintigte global
financial markets. As of early in the fourth quartee availability of credit from our bank groupdaour ability to
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draw upon that credit had not been significantfe@td. We had not yet seen any significant imfrach the credit
crisis on our key suppliers and customers reldtuvieir ability to conduct transactions with use\&te closely
monitoring our accounts receivable collections tredaging of the open receivables and are impleimgnt
procedures as warranted.

Our investments in financial instruments are miriarad therefore we do not have a significant markatarket
exposure there. We do have derivative financiarimsents that are designed to hedge exposuresg imotmal
course of our business, including an interestsatap that will expire during the fourth quarter 8@thd foreign
currency hedge contracts, which are markeditoket each period. The gains and losses on thermyr contracts ¢
a result of exchange rate movements are geneffédigtdoy gains and losses on the underlying hedtgets.

For additional information regarding market risglease refer to pages 44 to 46 of our annual report
Form 10-K for the period ended December 31, 2007.

Outlook

Portions of our business enter the fourth quaritr positive outlooks. Demand for undersea
telecommunications, defense, certain wireless &otiomic, medical and other applications all werdds®emand
from the oil and gas market had been strong di20G and we believe that the disruption to demaused by
Hurricane lke late in the third quarter will be feonary. We believe the weakness in the automoteetr@nics
market will continue into the fourth quarter whitee demand for aerospace applications has beendnathpy the
Boeing strike early in the quarter.

We are continuing our qualification efforts to fugt penetrate the media market with ruthenium ahero
materials in the fourth quarter. The quality issti#lh our ruthenium supply was a setback in thedtiquarter that
will affect sales and profitability in the fourthugrter. This material is being qualified in the fibuquarter and we
anticipate resuming production level shipment$affected customer in the first quarter 2009.al¢e anticipate
that we will start to see some of our other proslusbve from the qualification stage to productiotens at low
levels late in the first quarter of next year.

The general slowdown of the economy could havegatinee impact on our sales, and therefore profitgbin
future periods, particularly in markets driven ditg by changes in demand for consumer electroticaddition,
while we have not seen any significant impact fitw current global credit crisis on our key custmmrelative to
their business with us, at the present time, wacbassess how the crisis may affect our busirmesds going
forward.

As of early in the fourth quarter 2008, we antitgthat our earnings per share for 2008 will bthaarange of
$1.15 to $1.30.
Forward-Looking Statements

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

» The global and domestic economies, including theetainties related to the impact of the currenbgl
financial crisis;

» The condition of the markets which we serve, whetledined geographically or by segment, with thgama
market segments being telecommunications and ca@npldta storage, aerospace and defense, automotive
electronics, industrial components, appliance ardioal;

« Changes in product mix and the financial conditibcustomers
« Actual sales, operating rates and margins for €8z

24




Table of Contents

« Our success in developing and introducing new prtsdand new product ramp up rates, especiallyan th
media market

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

» Our success in integrating newly acquired busirggsgeluding the recent acquisition of the asséfBechni-
Met, Inc.;

« Our success in implementing our strategic planstbadimely and successful completion of any cépita
projects;

« The availability of adequate lines of credit ane #ssociated interest rat

 Other financial factors, including cost and availgbof raw materials (both base and precious rs@tdax
rates, interest rates, metal financing fees, exghaates, pension and other employee benefit carstsgy
cots, regulatory compliance costs, the cost andaditity of insurance, and the impact of the Comya
stock price on the cost of incentive and defer@dpensation plan:

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

« Changes in government regulatory requirements laménactment of new legislation that may impact our
obligation; anc

« The conclusion of pending litigation matters in@cance with our expectation that there will benmaterial
adverse effects

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

For information about our market risks, pleaserregeour annual report on Form 10-K to shareholdiershe
period ended December 31, 2007 and Market Riski@sces contained within Item 2. Management's Désgon
and Analysis of Financial Condition and Result©gpkrations of this Form 10-Q.

Iltem 4. Controls and Procedures

We carried out an evaluation under the superviaimhwith participation of management, including the
Chief Executive Officer and Chief Financial Officerf the effectiveness of the design and operaifayur
disclosure controls and procedures as of SepteB&he2008 pursuant to Rule 13a-15(b) under the Sesur
Exchange Act of 1934, as amended. Based uponvhataion, our management, including the Chief Eikiee
Officer and Chief Financial Officer, concluded tloatr disclosure controls and procedures were éffeeis of the
evaluation date.

There have been no changes in our internal cortkas financial reporting identified in connectiaith the
evaluation required by Rule 13a-15 under the SeesifExchange Act of 1934, as amended, that oadwiweng the
guarter ended September 26, 2008 that have mateaffdcted, or are reasonably likely to materiaffect, 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 stifjexn time to time, to a variety of civil and adhistrative
proceedings arising out of our normal operationsluiding, without limitation, product liability clans, health, safe
and environmental claims and employment-relateidast Among such proceedings are the cases deddréiew.

Beryllium Claims

As of September 26, 2008, our subsidiary, BrushiMé&a Inc., was a defendant in nine proceeding®iious
state and federal courts brought by plaintiffsgifig that they have contracted, or have been platddk of
contracting, chronic beryllium disease or otheglgonditions as a result of exposure to berylligtaintiffs in
beryllium cases seek recovery under negligenceraridus other legal theories and seek compensataihpunitive
damages, in many cases of an unspecified sum. &pofisome plaintiffs claim loss of consortium.

During the third quarter of 2008, the number ofylierm cases increased from eight (involving 30iptiés) as
of June 27, 2008 to nine cases (involving 36 piffistas of September 26, 2008. No cases wereedattl dismissed
during the quarter.

The nine pending beryllium cases as of Septembe2@®B fall into two categories: Seven cases innglv
third-party individual plaintiffs, with 20 individeis (and four spouses who have filed claims asqgfatteir spouse’s
case and two children who have filed claims as glitieir parentstase); and two purported class actions, invol
ten named plaintiffs, as discussed more fully bel@laims brought by third-party plaintiffs (typi¢glemployees of
our customers or contractors) are generally covieyedhrying levels of insurance.

The first purported class action is Manuel Maringlev. Brush Wellman Inc., filed in Superior Coof
California, Los Angeles County, case number BC2890% July 15, 2003. The named plaintiffs are Maherin,
Lisa Marin, Garfield Perry and Susan Perry. Theddéants are Brush Wellman, Appanaitis Enterprises, and
Doe Defendants 1 through 100. A First Amended Camplvas filed on September 15, 2004, naming five
additional plaintiffs. The five additional namedhjitiffs are Robert Thomas, Darnell White, Leonawéfrion, Jame
Jones and John Kesselring. The plaintiffs allege ttiey have been sensitized to beryllium while leygd at the
Boeing Company. The plaintiffs’ wives claim lossaminsortium. The plaintiffs purport to represent telasses of
approximately 250 members each, one consistingookevs who worked at Boeing or its predecessorsaaad
beryllium sensitized and the other consisting efrtspouses. They have brought claims for negligesirict
liability — design defect, strict liability —failure to warn, fraudulent concealment, breachmgflied warranties, ar
unfair business practices. The plaintiffs seekrinfive relief, medical monitoring, medical and liealare provider
reimbursement, attorneys’ fees and costs, revatafidusiness license, and compensatory and pardtvnages.
Messrs. Marin, Perry, Thomas, White, Joffrion, Joand Kesselring represent current and past emgaayfeBoein
in California; and Ms. Marin and Ms. Perry are sggal Defendant Appanaitis Enterprises Inc. wasidgad on
May 5, 2005. Plaintiffs’ motion for class certiftt@n, which the Company opposed, was heard by diet on
February 8, 2008, and the motion was denied byolet on May 7, 2008. Plaintiffs filed a noticeagfpeal on
May 20, 2008.

The second purported class action is Gary Anthor§nvall Tube Manufacturing Corporation d/b/a Sritalbe
Products Corporation, Inc., et al., filed in theu@f Common Pleas of Philadelphia County, Pervasyh, case
number 000525, on September 7, 2006. The caseanas/ed to the U.S. District Court for the Easterstiixt of
Pennsylvania, case number 06-CV-4419, on Octob20@6. The only nhamed plaintiff is Gary Anthony.eTh
defendants are Small Tube Manufacturing Corporatiima Small Tube Products Corporation, Inc.; Adiniletals
Inc.; Tube Methods, Inc.; and Cabot Corporatiore plaintiff purports to sue on behalf of a classwfrent and
former employees of the U.S. Gauge facility in &mWille, Pennsylvania who have ever been expasédryllium
for a period of at least one month while employed &. Gauge. The plaintiff has brought claimsrfegligence.
Plaintiff seeks the establishment of a medical nwoinig trust fund, cost of publication of approwguidelines and
procedures for medical screening and monitorintgpefclass, attorneys’ fees and expenses. Defenddnet
Methods, Inc. filed a third-party complaint agaiBstish Wellman Inc. in that action on
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November 15, 2006. Tube Methods alleges that Bsugiplied berylliur-containing products to U.S. Gauge, and
that Tube Methods worked on those products, butBhash is liable to Tube Methods for indemnificatiand
contribution. Brush moved to dismiss the Tube Mdthocomplaint on December 22, 2006. On Januarya®7,2
Tube Methods filed an amended third-party complaufiich Brush moved to dismiss on January 26, 2007;
however, the Court denied the motion on Septem8e2@07. Brush filed its answer to the amendeditparty
complaint on October 19, 2007. On November 14, 2603 of the defendants filed a joint motion for@naer
permitting discovery to make the threshold deteatiom of whether plaintiff is sensitized to benyti. On
February 13, 2008, the court approved the parsigsulation that the plaintiff is not sensitizedieryllium. On
February 29, 2008, Brush filed a motion for sumnjadgment based on plaintiff's lack of any subgttyt
increased risk of CBD. Oral argument on this motmok place on June 13, 2008, and the court toekrthtion
under submission.

Other Claims

One of our subsidiaries, Williams Advanced Matearialc. (“WAM”), is a party to two patent litigatisrin the
U.S. involving Target Technology Company, LLC ofilre, California (“Target”). Both actions involvefents
directed to technology used in the production ofd%s, which are high storage capacity DVDs. Thepist at
issue concern certain silver alloys used to makes#mi-reflective layer in DVD-9s, a thin metahfithat is applied
to a DVD-9 through a process known as sputteritng fAw material used in the sputtering procesaliscta target.
Target alleges that WAM manufactures and sellsniging sputtering targets to DVD manufacturers.

In the first action, filed in April 2003 by WAM agest Target in the U.S. District Court, Westerntibét of
New York (caseno. 03-CV-0276A (SR)) (the “NY Action”), WAM has ked the Court for a judgment declaring
certain Target patents invalid and/or unenforceahkawarding WAM damages. Target counterclaimiedjialg
infringement of those patents and seeking a judgfieernnfringement, an injunction against furthafringement
and damages for past infringement. Following cenaoceedings in which WAM was denied an injunction
prevent Target from suing and threatening to sueWé/ customers, Target filed an amended counterckicha
third-party complaint naming certain of WABItustomers and other entities as parties to the aad adding relat
other patents to the NY Action. The action is sthgending resolution of the ownership issue inGleAction,
discussed more fully below.

In the second litigation, Target in September 2fil@d in the U.S. District Court, Central Distriof California
(case no. SAC04-10830C (MLGXx)) a separate action for infringement akwf the same patents named in the
Action (the “CA Action”), naming as defendants WAdd certain of WAM’s customers who purchase certain
WAM sputtering targets. Target seeks a judgmerittti@patent is valid and infringed by the deferisaa
permanent injunction, damages adequate to compgemnaaget for the infringement, treble damages ddreeys’
fees and costs. In April 2007, Sony DADC U.S., Ifi6ony”) intervened in the CA Action claiming ows&ip of
that patent and others of the patents that Tasgeteking to enforce in the NY Action. Sony’s clagnbased on its
prior employment of the patentee and Target’'s feupndamphire H. Nee, and includes a demand for dasa
against both Target and Nee. WAM on behalf of itagtl its customers has a paid-up license from Sowher any
rights that Sony has in those patents. Trial ofGAeAction is currently scheduled for March 2009.

Item 2. Unregistered Sales of Equity Securities and Use Broceeds

On August 1, 2008, we announced that our Boardiidibrs had approved a share repurchase program
authorizing the purchase of up to one (1) millibares of our common stock. The stock repurchasgsomanade
from time to time through brokers on the New Yotkdk Exchange. The repurchase program may be sdsgan
discontinued at any time.
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During the three months ended September 26, 2008epurchased 76,886 shares under this program at a
average price of $27.13.

Total Number of

Shares Maximum

Purchased as Number of
Part of Publicly Shares that May
Announced Yet Be Purchaser
Total Number of Average Price Plans or Under the Plans

Period Shares Purchase Paid per Share Programs or Programs

June 28 through August 1, 20 -0- -0- -0- 1,000,00!
August 2 through August 31, 20 50,000 $ 28.3: 50,00( 950,00(
September 1 through September 26, 2 26,88¢ 24.9:; 26,88¢ 923,11

Iltem 6. Exhibits

4.1 Second Amendment to Rights Agreement, dated aslpfl, 2008, by and between Brush Engineered

Materials Inc. and Wells Fargo Bank, N.A. as Righ¢ent (filed as Exhibit 4.1 to the amended
Form ¢-A filed on July 31, 2008); incorporated by referer

10.1 Amended and Restated 2006 I-employee Director Equity Ple

10.2 Amended and Restated 2005 Deferred Compensationfé&lor-employee Director

11  Statement regarding computation of per share egs

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

31.2 Certification of Chief Financial Officer require¢ Rule 13i-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. Gramp

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

Dated: October 31, 2008
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Exhibit 10.1

BRUSH ENGINEERED MATERIALS INC.
2006 Nonremployee Director Equity Plan
(As Amended and Restated Effective September 10, 2%)

1. PurposesThe purpose of this 2006 Non-employee DirectanitggPlan (the ‘Director Plan” ) is to provide ownership in the Common
Shares of Brush Engineered Materials Inc. (t@®thpany’) to members of the Board of Directors (thBdard”) who are not employees in
order to align their interests more closely with thterests of the Company’s other shareholderg@pcbvide financial incentives and
rewards that will help attract and retain the nepstlified non-employee directors. This DirectorrPtaplaces the Company’s 1997 Stock
Incentive Plan for Non-employee Directors (As amahednd restated as of May 1, 2001), as further detthy Amendment No. 1 (the “
1997 Director Plart) and the 2005 Deferred Compensation Plan for Hoployee Directors (the2005 Director Plar).

2. Administration

(a) This Director Plan will be administeredthg Governance Committee of the Board (tigommitte€’), which will have full power
and authority, subject to the provisions of thisddtor Plan, to supervise administration and terpret the provisions of this Director Plan
and to authorize and supervise any grant of anydyvaay issuance or payment of Common Shares andraditing or payment of
Deferred Stock Units (as defined in Section 6 bgldvo Participant (as defined in Section 3 belawhis Director Plan will participate in
the making of any decision with respect to any tiorgelating to grants made or Common Shares issnder this Director Plan to that

Participant only.

(b) The interpretation and construction by @mmmittee of any provision of this Director Planamy agreement, notification or
document evidencing the grant of Awards and angrdehation by the Committee pursuant to any provisif this Director Plan or any
such agreement, notification or document, shafirs and conclusive. No member of the Committeglidbe liable for any such action
taken or determination made in good faith.

3. Eligibility. Each member of the Board who is not an employéleeoCompany will be eligible to receive awardsl @ommon Shares
in accordance with this Director Plan (each,Ratticipant”), provided that shares remain available for issgahereunder in accordance with

Section 4.

4. Shares Subject to this Director Pldme shares that may be issued or credited tauatsursuant to Section 6 of this Director Plan
will be 150,000 Common Shares, subject to adjustimesiccordance with Section 11 of this Directaarl

5. _Compensation in Generdlhe amount of the director retainer fee, anyalmefees that may be payable for attendance atimgseof
the Board and/or committees thereof and any othepensation paid to the directors for services @disegtor (collectively, the Director




Compensatiori) will be determined from time to time in accordanwith the Company’s Code of Regulations and apple law.

6. Equity Awards

(a) The Committee may grant to Participanideurthis Director Plan the following types of awa(dach, an Award”): stock options,
stock appreciation rights‘SARs" ), restricted stock, restricted stock units, osteck awards and deferred stock units, as deschiéesin.

(b) Each Award granted under this DirectomPiall be subject to such terms and conditionshedl e established by the Committee,
and the Committee will determine the number of Camr8hares underlying each Award. Notwithstandirgftinegoing:

(i) Stock Options The exercise price of each option will be deteetiby the Committee but will not be less than 1@%he Fair
Market Value of a Common Share on the date th@ops$i granted. Each option will expire and willdeercisable at such time and
subject to such terms and conditions as the Comendthall determine, provided that no option wilkelxercisable later than the tenth
anniversary of its grant. In no event will the Coittee cancel any outstanding stock option for theppse of reissuing the stock option
to the Participant at a lower exercise price oucedthe exercise price of an outstanding stocloopti

(i) SARs SARs may be granted in tandem with a stock opidi@mted under this Director Plan or on a freeditambasis. The grant
price of a tandem SAR will be equal to the exerpisee of the related option and the grant prica éfeestanding SAR will be at least
equal to 100% of the Fair Market Value of a Comrtiare on the date of its grant. A SAR may be egedcupon such terms and
conditions and for such term as the Committeesisdie discretion determines, provided that tha teill not exceed the option term in
the case of a tandem SAR or ten years in the deséree-standing SAR. Payment for an SAR may bdena cash or stock, as
determined by the Committee.

(iii) Restricted Stock and Restricted Stock UnRestricted stock and restricted stock units nagubject to such restrictions and
conditions as the Committee determines and alficisns will expire at such times as the Commiteall specify.

(iv) Stock Awards The Committee may award to Participants, on atgtg or other basis, a specified number of Comr8bares or
a number of Common Shares equal to a dollar vawetermined by the Committee from time to time.

(v) Deferred Stock UnitsEach Participant may make an annual electiorat@ estricted stock units or other stock awardieuthis
Director Plan paid in the form of deferred stocktsif Deferred Stock Unit¥ upon
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vesting or payment of such Award, which Deferreoc&tUnits will be credited to a book-keeping acdanrthe name of the Participant
in accordance with this Director Plan.

(c) Unless otherwise determined by the Conaajtthe following Awards shall be made automatcall

(i) On the business day following the day @iBipant is first elected or appointed to the Bhasuch Participant shall be granted
Common Shares equal to $100,000 divided by theNrarket Value of a Common Share on the day thadizent is elected or
appointed to the Board, which shall be unrestrietectept as may otherwise be required by law.

(i) On the business day following the annugleting of shareholders, each Participant shajraeted the number of restricted stock
units equal to $45,000 divided by the Fair Markatué of a Common Share on the day of the annualimge&uch restricted stock un
shall be paid-out in Common Shares on the lasiolayone-year restriction period unless the Padiaf elects to be paid in Deferred
Stock Units. Notwithstanding the foregoing, if atitépant incurs a Termination of Service before #nd of such one-year restriction
period, such Participant shall be entitled to reeei pro-rata payment of Common Shares based amuthber of full months of service
since the date of grant, which shall be paid-outhendate of the Participant’s Termination of SeeviSuch pro-rata payments, if any,
that were deferred pursuant to elections made uBéetions 7 and 8 shall remain subject to suchietec

7. Further Elections

(a) Any Participant may elect to have all oy @ortion of the cash portion of his or her Dica€ompensation paid in Common Shares
and may further may make an annual election to bh#iv@ any portion of any Director Compensatioattthe Participant has elected to
receive in Common Shares and any Awards grant&drastor Compensation paid in the form of Defer8tdck Units, which will be
credited to the Participant’s account. For theiporof a Participant’s cash Director Compensatiwat tie or she elects to receive in
Common Shares, the number of Common Shares tsbedavill equal the cash amount that would have Ipaéd divided by the Fair
Market Value of one Common Share on the first bessnday immediately preceding the date on which sash amount would have been
paid. Awards that are deferred pursuant to thisi@e@(a) will be credited to the Deferred Stockitdrmccount on a one for one basis.

(b) An election pursuant Sections 6(b)(v) and(a) must be made in writing and delivered ®@ompany prior to the first day of the
calendar year for which the Director Compensationld be earned. To elect to defer Director Compéms@arned during the first
calendar year in which a director becomes elidiblparticipate in this Director Plan, the new dioganust make an election pursuant to
Section 6(b)(v) and/or 7(a) within 30 days aftecdrming eligible to participate in this Director Rland such election shall be effective
only with regard to Director Compensation earned




subsequent to the filing of the election. All elens to defer Director Compensation under the ZDiBéctor Plan that were made in 2005
prior to the start of the 2006 calendar year dhalireated as elections to defer Director Compamwsander this Director Plan for the 2006
calendar year.

(c) If a director does not file an electiomrfoby the specified date, he or she will receive Birector Compensation for the year that is
payable in Common Shares on a current basis ahtbevileemed to have elected to receive the remaaidke Director Compensation in
cash.

8. Deferral

(a) If a Participant elects to receive Defdr&tock Units, there will be credited to the P@ptnt's account as of the day such Director
Compensation would have been paid, the number ferEel Stock Units which is equal to the numbe€ofmmon Shares that would
otherwise have been delivered to the Participargyant to Section 6 and/or Section 7(a) on such. ddte Deferred Stock Units credite(
the Participant’s account (plus any additional ekaredited pursuant to Section 8(c) below) witkresent the number of Common Shares
that the Company will issue to the Participanhateénd of the deferral period. Unless otherwis@igdes herein or pursuant to the terms of
any Award hereunder, all Deferred Stock Units awdrdnder this Director Plan will vest 100% upondlerd of such Deferred Stock
Units. Notwithstanding the foregoing, in no evemalsany amount be transferred to a trust mainthineeonnection with the Director Plan
if, pursuant to Section 409A(b)(3)(A) of the Codach amount would, for purposes of Section 83 efGbde, be treated as property
transferred in connection with the performanceartices.

(b) The Deferred Stock Units will be subjexttdeferral period beginning on the date of cieglito the Participant’s account and
ending upon the earlier of (i) the date of the iPgr@nt’s Termination of Service as a directorigrg date specified by the Participant. The
period of deferral will be for a minimum period @fie year, except in the case where the Particglaots a deferral period determined by
reference to his or her Termination of Service d#ector. The Participant may elect payment inrap sum or payment in equal
installments over five or ten years. Elections wéhpect to the time and method (i.e., lump suinsiallments) of payment must be made
at the same time as the participant’s electioreferdas described in Section 7(b). If the Particigoes not specify a time for payment, the
Participant will receive payment upon Terminatidrservice as a director and if no method of paynespecified by the Participant, he
she will receive payment in a lump sum. A Partinipmay change the time and method of payment lsb®previously elected (or was
deemed to elect) if all of the following requirenteare met: (i) such subsequent payment electignnoitake effect until at least twelve
months after the date on which the subsequent paiyetection is made; (i) in the case of a subsatjpayment election related to a
payment not being made as a result of death omdoreseeable Emergency, the payment date shdlléases be deferred for a period of
not less than five years from the date such paymentd otherwise have been made (or in the cagestdllment payments, which are
treated as a single payment for purposes of thiticd®e8(b), five years from the date
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the first installment payment was scheduled todid)pand (iii) any subsequent payment electioateel to a distribution that is to be made
at a specified time or pursuant to a fixed schedulst be made not less than twelve months pritiéalate the payment was scheduled to
be made under the original payment election (othéncase of installment payments, which are tceasea single payment for purposes of
this Section 8(b), twelve months prior to the dae=first installment payment was scheduled todid)pDuring the deferral period, the
Participant will have no right to transfer any tiglinder his or her Deferred Stock Units and valvdano other rights of ownership therein.

(c) A Participant’s account will be creditesiaf the last day of each calendar quarter withrihanber of additional Deferred Stock
Units equal to the amount of cash dividends paitheyCompany during such quarter on the numbemofi@on Shares equivalent to the
number of Deferred Stock Units in the Participaatsount from time to time during such quarterdidd by the Fair Market Value of one
Common Share on the day immediately precedingatteblusiness day of such calendar quarter. Suaedid equivalents, which will
likewise be credited with dividend equivalents,|Wwi deferred until the end of the deferral pefiardthe Deferred Stock Units with respect
to which the dividend equivalents were credited.

(d) Notwithstanding the foregoing provisiofi}jf, upon the applicable distribution date tlo¢at value of the account balance(s) held by
a Participant under this Director Plan and any mégeeements, methods, programs, plans or othengements with respect to which
deferrals of compensation are treated as having teferred under a single nonqualified deferredpemsation plan with the account
balances under the Director Plan under Treas. 8&gl09A-1(c)(2) (the “Aggregate Account Balancédes not exceed the applicable
dollar amount under Section 402(g)(1)(B) of IntéfRavenue Code of 1986, as amended (tBede”), the amount of the Participant’s
Aggregate Account Balance will be immediately paidhe Participant in cash or Common Shares, ascapfe, (i) if a Change in Contr
(as defined in Section 9(c) below) of the Compaogues, the amount of each Participant’s accountimihediately be paid to the
Participant in full, and (iii) in the event of amfdreseeable Emergency, accelerated payment shalble to the Participant of all or a part
of the Participant’s account, but only up to theoamt necessary to satisfy such Unforeseeable Emeyge#us amounts necessary to pay
taxes reasonably anticipated as a result of thahdison(s), after taking into account the extemtvhich the hardship is or may be relieved
through reimbursement or compensation by insurancgherwise or by liquidation of the Participardssets (to the extent the liquidation
of such assets would not itself cause severe finbhardship).

(e) To the extent a Participant is entitleé iamp sum payment following a Change in Contraler Section 8(d) above and such
Change in Control does not constitute@hénge in the ownership or effective control a “ change in the ownership of a substantial
portion of the assetsof the Company within the meaning of Section 40@42)(A)(v) of the Code and Treas. Reg. § 1.409)(), or
any successor provision, then notwithstanding 8e@&{d), payment will be made, to the extent neamgst® comply with the provisions of
Section 409A of the Code, to the Participant ongdiest of (i) the Participant’s Termination ar8ice with the Company; (i) the
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date payment otherwise would have been made ialikence of Section 8(d) (provided such date israipsible distribution date under
Section 409A of the Code), or (iii) the Participardeath.

(f) Notwithstanding the foregoing provisiorfstiois Section 8, if a Participant is a Key Empleyat the time of his or her Termination of
Service, then payment of Deferred Stock Units aroant of Termination of Service shall be made aneeence on the first business da
seventh month following such Termination of Seriog if earlier, the date of death).

9. Definitions, etc

(a) For purposes of this Director Plan, “Commn&hares” means (i) Common Shares without par \@fitltee Company and (ii) any
security into which Common Shares may be convdiyetason of any transaction or even of the tyfermed to in Section 11 of this
Director Plan.

(b) “Fair Market Value” means, as of any partar date, unless otherwise determined by the Ctieemthe per share closing price of a
Common Share on the New York Stock Exchange oddlyesuch determination is being made (as repontdthé Wall Street Journglor,
if there was no closing price reported on such daythe next day on which such a closing price reasrted; or if the Common Shares are
not listed or admitted to trading on the New Yotk Exchange on the day as of which the deteriona$ being made, the amount
determined by the Committee to be the fair markdiier of a Common Share on such day.

(c) For purposes of this Director Plan, “Chatig Control” of the Company shall have the meamiatermined by the Committee from
time to time.

(d) Notwithstanding anything to the contraontained in this Director Plan, it is a conditiantthe issuance of Common Shares or
Deferred Stock Units that the transaction be regist under applicable securities laws and no Raatic will be able to receive Common
Shares or Deferred Stock Units in payment of appant of his or her Director Compensation unless amtil such registration has been
effected.

(e) For purposes of this Director Plan, “Kepiloyee” means a “specified employee” with respe¢he Company (or a controlled
group member of the Company) determined pursuanmtdcedures adopted by the Company in compliantte 8éction 409A of the Code.

(f) For purposes of this Director Plan, “Tenaiion of Service” means a termination of servidghwhe Company that constitutes a
separation from service within the meaning of Tré&®y. § 1.409A-1(h), or any successor provision.

(9) For purposes of this Director Plan, “Urdeeeable Emergency” means an event that reswtseémere financial hardship to a
Participant resulting from (i) an iliness or accitlef the Participant or his or her spouse, depen@e defined in Section 152(a) of the
Code), or beneficiary, (b) loss of the Participamtoperty due to casualty,
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or (c) other similar extraordinary circumstancdsiag as a result of events beyond the controhefRarticipant.

10. Delivery of SharesThe Company will make delivery of certificatepmesenting the Common Shares which a Participaeritifed to
receive 60 days following the Participant’s rightréceive such Common Shares.

11. Adjustmentsin the event that, after the Effective Date a6 tirector Plan (as defined in Section 16), thenhar of outstanding
Common Shares is increased or decreased or sussra exchanged for a different number or kinshafres or other securities by reaso
a stock dividend, stock split, recapitalizatiorglassification, combination of shares or other ¢fgaim the capital structure of the Company or
by reason of a merger, consolidation, spin offit gff, spin out, split up, reorganization, parttalcomplete liquidation or other distribution of
assets, issuance of rights or warrants to purctemérities or any other corporate transaction enekiaving an effect similar to any of the
foregoing, adjustments will be made by the Boartheanumber and kind of shares or other secutitigsare underlying Awards and/or
credited to accounts hereunder (and in the exepcise or other price of shares subject to outstapdwards) and that may be issued under
this Director Plan as it deems to be appropriaterddver, in the event of any such transaction engvthe Committee, in its discretion, may
provide in substitution for any or all outstanditsgyards under this Director Plan such alternativesideration (if any) as it, in good faith m
determine to be equitable in the circumstanceseengrequire in connection therewith the surrendelcAwards so replaced.

12. Termination or Amendment of this Dired®an. The Committee may at any time and from timenwetterminate, amend or suspend
this Director Planprovided, however, that the Committee may not materially alter isector Plan without shareholder approval, inchggi
by increasing the benefits accrued to Participantier this Director Plan; increasing the numbesagfurities which may be issued under this
Director Plan; modifying the requirements for papation in this Director Plan; or by including eopision allowing the Board or the
Committee to lapse or waive restrictions at it€idison. An amendment or the termination of thisebior Plan will not adversely affect the
right of a Participant to receive Common Shareasabke or cash payable at the effective date ohthendment or termination. No grant will
be made under this Director Plan more than 10 yaftes the date of which it is first approved bystholders, but all grants made on or prior
to such date will continue in effect thereunderjsatito the terms thereof and of this Director Plan

13. Transferability

(a) Except as provided in Section 13(c) beloavpption right or SAR or other derivative segugtanted under this Director Plan may
be transferred by a Participant except by willher kaws of descent and distribution. Except asrotise determined by the Committee,
option rights and SARs granted under this DireBian may not be exercised during a Participarfeésifhe except by the Participant or, in
the event of the Participant’s legal incapacity himyguardian or legal representative acting iidadiary capacity on behalf of the
Participant under state law and court supervision.




(b) The Committee may specify at the daterahg that all or any part of the Common Sharesaha (i) to be issued or transferred by
the Company upon the exercise of option rightspamuthe termination of the restriction period apglile to restricted stock units, or (ii)
longer subject to the substantial risk of forfegtand restrictions on transfer applicable to retgtd stock, shall be subject to further
restrictions upon transfer.

(c) The Committee may determine that optights and SARs may be transferable by a Participatitput payment of consideration
therefor by the transferee, only to any one or nrmeeenbers of the Participant’s immediate family;yided, however, that (i) no such
transfer shall be effective unless reasonable piatice thereof is delivered to the Company andhgransfer is thereafter effected in
accordance with any terms and conditions that $tzalé been made applicable thereto by the CompatinedCommittee and (ii) any such
transferee shall be subject to the same terms@mditoons hereunder as the Participant. For thpgses of this Section 16(c), the term “
immediate family means any child, stepchild, grandchild, paret@pparent, grandparent, spouse, sibling, mothéavinfather-in-law,
son-in-law, daughter-in-law, brother-in-law, ortsisin-law, including adoptive relationships, argrgon sharing the Participant’s
household (other than a tenant or employee), aitvwghich these persons have more than fifty peroéthe beneficial interest, a
foundation in which these persons (or the Partitipeontrol the management of assets, and any etitiy in which these persons (or the
Participant) own more than fifty percent of theimgtinterests.

14. Miscellaneous

(a) To the extent that the application of &mynula described in this Director Plan does netlein a whole number of Common Sha
the result will be rounded upwards to the next wwhaimber.

(b) The adoption and maintenance of this @RineBlan will not be deemed to be a contract betwibe Company and the Participant to
retain his or her position as a director of the @any.

15. Compliance with Section 409A of the Code

(a) To the extent applicable, it is intendealt tthis Director Plan and any Awards made hereuca®ply with the provisions of
Section 409A of the Code, so that the income inatuprovisions of Section 409A(a)(1) of the Codendd apply to the Participant. This
Director Plan and any Awards made hereunder skalldministered in a manner consistent with thisnintAny reference in this Director
Plan to Section 409A of the Code will also inclaagy regulations or any other formal guidance prgatgdd with respect to such Section
by the U.S. Department of the Treasury or the frdERevenue Service.

(b) Neither a Participant nor any of a Papieit’s creditors or beneficiaries shall have tigatrto subject any deferred compensation
(within the meaning of Section 409A of the Codeyadde under this Director Plan and Awards hereutmeny
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anticipation, alienation, sale, transfer, assigningledge, encumbrance, attachment or garnishrasoept as permitted under

Section 409A of the Code, any deferred compens#tiithin the meaning of Section 409A of the Codayable to a Participant or for a
Participants benefit under this Plan and grants hereundermotipe reduced by, or offset against, any amouimgWwy a Participant to tt
Company or any of its affiliates.

(c) Notwithstanding any provision of this Diter Plan and Awards hereunder to the contrariigit of the uncertainty with respect to
the proper application of Section 409A of the Calle,Company reserves the right to make amendneiiss Director Plan and Awards
hereunder as the Company deems necessary or desoavoid the imposition of taxes or penaltiedemSection 409A of the Code. In
any case, a Participant shall be solely responaitideliable for the satisfaction of all taxes aedaglties that may be imposed on a
Participant or for a Participant’s account in castisn with this Director Plan and Awards hereun@ecluding any taxes and penalties
under Section 409A of the Code), and neither thea@my nor any of its affiliates shall have any gation to indemnify or otherwise hold
a Participant harmless from any or all of such saxepenalties.

16. Effective Date of this Director Plaifihis Director Plan was originally effective imniaietly on May 2, 2006, the date of its approval
by the shareholders of the Company (theffective Dat€), and this amendment and restatement is effe@sgtember 20, 2008 (the
“Effective Restatement Date”As of the Effective Restatement Date, any accoat#rtes held by a Participant under the 2005 Qirdefan
shall be treated as Deferred Stock Units, whichl fleeadministered under the terms of this Dire@&lam.

IN WITNESS WHEREOF, Brush Engineered Materlats has executive this Plan this®t@lay of September, 2008.
BRUSH ENGINEERED MATERIALS INC.
By:  /s/ Michael C. Hasychak

Name: Michael C. Hasychal
Title: Vice President, Treasurer and Secret
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Exhibit 10.2

BRUSH ENGINEERED MATERIALS INC.

2005 DEFERRED COMPENSATION PLAN FOR NONEMPLOYEE DIR ECTORS
(AS AMENDED AND RESTATED EFFECTIVE SEPTEMBER 10, 2008)

Recitals

1. Brush Engineered Materials Inc. (the “Comgahas suspended the 1992 Brush Engineered Mégdric. Deferred Compensation Plan
for Nonemployee Directors (As Amended as of MayZ2)0) and as further amended by Amendments Ngo12, and No. 3; and

2. The American Jobs Creation Act of 2004, RA8-357 (the “AJCA”) added a new Section 409Ah® Internal Revenue Code of 1986,
as amended (the “Code”), which significantly chahtgee Federal tax law applicable to “amounts defrunder nonqualified deferred
compensation plans after December 31, 2004; and

3. Pursuant to the AJCA, the Secretary offtteasury and the Internal Revenue Service hasdgsposed and final regulations and other
guidance with respect to the provisions of new i8act09A of the Code and will issue additional guide with respect to Section 409A of
code (collectively, the “AJCA Guidance”); and

4. The Company previously adopted the 200%Defl Compensation Plan for Nonemployee Direcadfective January 1, 2005 (the
“Plan”), which was replaced by the Company’s 20@Mmployee Director Equity Plan, which was effestMay 2, 2006 (the “2006 Plan”),
effective beginning with deferrals made for the @@@lendar year; and

5. Under the terms of the 2006 Plan, as antbadd restated as of September 10, 2008 (the ‘faféeRestatement Date”), as of the
Effective Restatement Date, any account balandesdyea Participant under the Plan will be treaedleferred stock units, which shall be
administered under the terms of the 2006 Plan; and

6. The Company now desires to amend and esttatPlan, effective September 10, 2008, to takeaccount the AJCA Guidance issued
to date.

ARTICLE |
INTRODUCTION

1.1.Purpose of the PlanThe purpose of the Brush Engineered Materials2005 Deferred Compensation Plan for Nonemployee
Directors is to provide the nonemployee Directdrthe Company with the opportunity to defer rec@iptompensation payable for services
as a Director and to help solidify the common iest¢iof Directors and shareholders in enhancingahe of the Compang’Common Share
Notwithstanding the foregoing, all benefits heream@ther than income, earnings, gains or lossadited to a Direct(s Deferred
Compensation Account) were frozen effective as efé&nber 31, 2005. In addition, effective as offiffective Restatement Date, all
amounts deferred under the terms of the Plan bhaleated as deferred stock units administerednthé terms of the 2006 Plan. In
furtherance of,




but without limiting the foregoing, no new partiaits may join the Plan after December 31, 200®mounts may be deferred under the Plan
beginning with the calendar year 2006, the only am®that shall be allocated to a Director’s Tustount and Deferred Compensation
Account under the Plan between January 1, 2006henHffective Restatement Date shall be incomenilegs, gains or losses credited on
Trust Account balances during that period, andcéiffe as of the Effective Restatement Date, all am®remaining in a Director's Deferred
Compensation Account under the Plan as of the iffeRestatement Date shall be administered asréefetock units under the terms of the
2006 Plan.

1.2.American Jobs Creation Act (AJCA)

(a) Itis intended that the Plan (inchglany amendments thereto) comply with the promisiof Section 409A of the Code, as enacted
by the AJCA, and the AJCA Guidance so as to pretreninclusion in gross income of any amount ceztlib a Director’s Deferred
Compensation Account hereunder in a taxable yeargtprior to the taxable year or years in whigbtrsamounts would otherwise be actually
distributed or made available to the Director. Phan shall be administered in a manner that effaath intent.

(b) The original effective date of the Planswianuary 1, 2005 and this amended and restatsidwerf the Plan is effective September 10,
2008.

ARTICLE Il

DEFINITIONS
As used herein, the following words shall hthe meanings stated after them unless otherwesafgally provided:
2.1. “Change in Contro! shall have the meaning assigned thereto in Seé&tib hereof.
2.2. "Committe€’ shall mean the Governance Committee of the Bofdirectors.
2.3. “Common Sharégsshall mean the Common Shares, without par valtithe Company.
2.4. “Company’ shall mean Brush Engineered Materials Inc.
2.5. “Deferred Compensation Accourghall have the meaning assigned thereto in Se&ib hereof.
2.6. “Director ” shall mean any nonemployee director of the Corgpan
2.7. “Insolvent’ shall have the meaning assigned thereto in Seétid hereof.

2.8."Key Employee”shall mean a “specified employee” with respech®@ompany (or a controlled group member of the @aomy)
determined pursuant to procedures adopted by thep@oy in compliance with Section 409A of the Codd the AJCA Guidance.
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2.9. “Plan” shall mean the 2005 Brush Engineered Materiats Deferred Compensation Plan for Nonemployee Birecas amended
from time to time.

2.10.“Termination of Service’shall mean a termination of service with the Conypifuat constitutes a separation from service withan
meaning of Treas. Reg. § 1.409A-1(h), or any sismrgsrovision.

2.11. “Trust” shall have the meaning assigned thereto in Seédtib hereof.

2.12. “Trust Account shall have the meaning assigned thereto in Seétid hereof.

2.13. “Trust Agreemeritshall mean the Trust Agreement entered into betwe Company and the Trustee in connection WwaHPian.
2.14. “Trust Fund’ shall have the meaning assigned thereto in Seétid hereof.

2.15. “Trustee’ shall mean such person or entity as may be chbgehe Company from time to time to act as thetge under the Trust
Agreement, together with the successors of suctopesr entity as may be provided in the Trust Agreset.

ARTICLE Il
ELECTIONS BY DIRECTORS

3.1.Compensation Reduction for 2005 and Later Yedtst later than December 31 of any calendar y@ginning with December 31,
2004 for the calendar year 2005, a Director mayfjlimg an annual written election with the Comnaitt direct the Company (a) to reduce the
compensation payable to him or her (determinedawitihegard to the provisions of this Section) fervices as a Director during the next
calendar year in such amount as elected by the®irand (b) to credit the amount of such reduct@mthe Directors Deferred Compensatit
Account.

3.2.Partial Years. If a Director first becomes a Director after Jaryulst of any calendar year, the Director mayfilmg a written electiol
with the Committee, direct the Company (a) to redilne compensation payable to him or her for fusemices as a Director during the year
in such amount as elected by the Director ando(leyedit the amount of such reduction to the DoestDeferred Compensation Account.
Any such election shall be made within 30 daysrafteindividual becomes a Director, and shall ampily to compensation for services as a
Director performed after the date of such election.

3.3.Elections Irrevocable All elections described in this Article shall bede on an election form specified by the Comméite filed
with the Committee. Once an election becomes éfiegiursuant to this Article, such election shalilvevocable and shall remain in effect
until the end of the calendar year to which it teda

3.4.Deferred Compensation AccountSach Director who has elected to have his ocbherpensation reduced pursuant to this Article :
have a nonforfeitable right to the balance fronetitm time of his or her Deferred Compensation Aatodach Director’s Deferred
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Compensation Account shall be subdivided into sspaubaccounts for each year of participatiomdidition to the credits to a Director’s
Deferred Compensation Account described in SecBohs3.2, and 3.3 hereof, a Director’'s Deferrednensation Account (and the
appropriate subaccounts) shall be credited or e@hiith, amounts equal to the income, earningsisgaii losses on the Trust Account
maintained with respect to the Director under thesT Agreement at such times as such items aréeded or debited from such Trust
Account and shall be debited for any distributibmghe Director under Article V.

3.5. Notwithstanding the foregoing provisiaigdArticle 111, no Director shall become a partiaift in the Plan after December 31, 2005, no
amounts may be deferred under the Plan beginnitigtie calendar year 2006, the only amounts that bh allocated to a Director’'s
Deferred Compensation Account under the Plan betwaruary 1, 2006 and the Effective Restatemerd §all be income, earnings, gains
or losses credited on the Trust Account balanceisgithat period, and all amounts remaining in eeBor's Deferred Compensation Accot
under the Plan as of the Effective Restatement Elzaé be administered as deferred stock units uthdeterms of the 2006 Plan.

ARTICLE IV
ACCOUNTS AND INVESTMENTS

4.1.Contribution. (a) The Company shall from time to time transfethe Trustee to be held under the Trust Agreenmeatrust (the
“Trust”) cash funds equal to the amounts by whidte€tors elect to have their compensation reducedyant to this Plan. All such transfers
shall be made within 30 days after such compensatauld have been paid to the Director but forBeector’'s compensation reduction
election.

(b) Except as provided with respect ® ¢heditors of the Company in Article VI hereot,@ntributions and other transfers by the
Company to the Trust pursuant to Section 4.1(agdfeshall be irrevocable, and (except as so prayittee Company shall have no right to
return of any funds so contributed or transferethe Trust or any earnings thereon.

(c) Notwithstanding the foregoing, in exent shall any amount be transferred to the Tfustirsuant to Section 409A(b)(3)(A) of the
Code, such amount would, for purposes of Sectioof@3e Code, be treated as property transferredmmection with the performance of
services.

4.2 Establishment and Adjustment of Accourithe Trustee shall establish a separate accoudet the Trust (a “Trust Account”) for any
Director who defers compensation pursuant to the.PAs of December 31 of each year and on such ddies as the Committee may direct,
the fair market value of the assets of the Trustated to all Trust Accounts (the “Trust Fund”pllbe determined by the Trustee.

4.3.Investment of AssetJ he assets of the Trust Fund shall be held by thstee in the name of the Trust. As amountsegeived by th
Trustee, it shall invest the funds pursuant toTthest Agreement, which shall authorize the Truste@vest the funds contained in each Trust
Account in Common Shares.




4.4 Assets Held in CashThe Trustee may, in its sole discretion, maintaioash such amounts as it deems necessary taimeateds of
the Trust from time to time. Amounts maintaineat@&sh by the Trustee shall be kept to a minimumisterg with the duties and obligations
of the Trustee as set forth in the Trust Agreenaglt shall not be required to be invested at interes

4.5.Trustee’s FeesThe fees and expenses of the Trustee under tret Agreement shall be paid by the Company.

4.6. Notwithstanding the foregoing provisiaighis Article IV, the only amounts that shall &kocated to a Director’s Trust Account
under the Plan between January 1, 2006 and thetlvHeRestatement Date shall be income, earnirajes@®r losses credited on the Trust
Account balances under the Plan during that peeind,no amounts shall be credited on Trust Accbal@nces on or after the Effective
Restatement Date.

ARTICLE V
PAYMENT OF ACCOUNTS

5.1.Time of PaymentDistribution of each subaccount included in aebior's Deferred Compensation Account shall comraarde
made in the manner described in Section 5.2 hemedlfie earliest to occur of: (i) the date of Teration of Service as a Director on accour
resignation, retirement, death or otherwise, {iga specified on the Director’s election form fbe particular year (or on the 2005 election
form for all current Directors), the date the Dimaeaches the age of 70 or older, or (iii) theuwsoence of a Change in Control of the
Company. Notwithstanding the foregoing, if, upoa #pplicable distribution date the total valuehaf account balance(s) held by a Director
under this Plan, the 2006 Plan, and any other agrets, methods, programs, plans or other arrangsmath respect to which deferrals of
compensation are treated as having been defergst arsingle nonqualified deferred compensation plith the account balances under this
Plan and the 2006 Plan under Treas. Reg. § 1.4@8/42} (the “Aggregate Account Balance”) does natezd the applicable dollar amount
under Section 402(g)(1)(B) of the Code, the amafitihe Director's Aggregate Account Balance willibemediately paid in a lump sum to
the Director on the applicable date. Further, nitistanding the foregoing, effective as of the BifecRestatement Date the time of
distribution of amounts remaining in a Director'sf@rred Compensation Account as of the Effectivee3aall be governed by the terms of
the 2006 Plan.

5.2.Method of Distribution Prior to December 31 of each year, beginning Wiécember 31, 2004, a Director shall file an anmldtion
with the Committee to specify whether amounts d¢eetlio his Deferred Compensation Account for thiefgng year shall be distributed to
him or her (or his or her beneficiary) in a sinlmp sum payment at the time described in Sectitnds in not more than ten annual
installments commencing at such time. The amouetdited to the Director’'s Deferred Compensationdot for such year shall be
distributed or commence to be distributed to thee€or or the Director’s beneficiary at the timesclibed in Section 5.1 in the manner so
specified. The amount of each installment paymkall ®e calculated by dividing the amount credtiethe applicable subaccount in the
Director’s Deferred Compensation Account at thestimh each such payment (as determined by the Cdeahlty the number of remaining
installments (including the current installment)thie




Company is not Insolvent at the time of any paymém payment shall be made from the Trust andgelibto the Director’s Trust Account.
The Common Shares shall be distributed in kindwhitbstanding the foregoing, no method of distribatelections shall be made effective
beginning with deferrals for the 2006 calendar yEarther, notwithstanding the foregoing, effectageof the Effective Restatement Date the
method of distribution {.e ., lump sum or installments) of amounts remainimg Director’'s Deferred Compensation Account athef
Effective Date shall be governed by the terms ef2806 Plan.

5.3.Designation of BeneficiaryEach Director participating in this Plan shalsid@ate a beneficiary or beneficiaries to whomritistion
shall be made pursuant to Section 5.2 in the esfethite death of the Director before his or herrenleferred Compensation Account is
distributed. If there is no designated beneficianmo designated beneficiary surviving at a Doestdeath the Director’s beneficiary shall be
his or her estate. Beneficiary designations steathlade in writing. A Director may designate a n@nddiciary or beneficiaries at any time by
filing a new election with the Committee.

5.4.Taxes. In the event any taxes are required by law twitieheld or paid from any distributions made purdua the Plan, the Compa
or Trustee (as applicable) shall deduct such ansdumin such distributions and shall transmit theéhtvéld amounts to the appropriate taxing
authority.

5.5.Definition of Change in ControlA “Change in Control” of the Company shall hawewred if at any time any of the following events
shall occur:

(a) The Board of Directors of the Companyrgt ime shall fail to include a majority of direcsowho are either “Original Directors” or
“Approved Directors”. An Original Director is a dictor who is serving on January 1, 1995. An AppdoWéector is a director who, after
such date, is elected to the Board of DirectorBroEh Wellman Inc. or the Board of Directors of hempany, or is nominated for electi
by the shareholders, by a vote of at least twalthaf the Original Directors and the previouslycédel Approved Directors, if any;

(b) Any person (as the term “person” is ddfiie Section 1701.01(G) of the Ohio Revised Coti@)lhiave made a “control share
acquisition” (as the term “control share acquisitis defined in Section 1701.01(Z) of the Ohio Red Code) of shares of the Company
without having first complied with Section 1701.8&flthe Ohio Revised Code (dealing with controlrshecquisitions); or

(c) The Board of Directors shall at any tinretetmine in the good faith exercise of its judgntbat (i) any particular actual or proposed
accumulation of shares of the Company, tender édfeshares of the Company, merger, consolidatate of assets, proxy contest, or
other transaction or event or series of transast@revents will, or is likely to, if carried ougsult in a Change in Control falling within
Sections 5.5(a) or 5.5(b) hereof and (ii) it idhe best interests of the Company and its sharetsldnd will serve the intended purpose
this Plan and the Trust, for distributions of Deéer Compensation Accounts to commence immediateheeein provided.

5.6. Notwithstanding the foregoing provisiarfghis Article V:




(a) If a Director is a Key Employee at thediof his or her Termination of Service, then payhmenaccount of Termination of Service
(including under the circumstances described iddbesentence of Section 5.1 hereof) shall be mademmence on the first business
of seventh month following such Termination of SeeV(or, if earlier, the date of death).

(b) To the extent that a Director is entittegpayment following a Change in Control of the Quamy under Section 5.1 hereof and such
Change in Control does not constitute a “changaainership or effective control” or a “change in thenership of a substantial portion of
the assets” of the Company within the meaning atiSe 409A(a)(2)(A)(v) of the Code and Treas. R&§.409A-3(i)(5), or any successor
provision, then notwithstanding Section 5.1, payhsll be made or commence, to the extent negessaomply with Section 409A of
the Code and the AJCA Guidance, to the Directatherearliest of (i) the date of the Director’s Teration of Service, (ii) the date
payment otherwise would have been made in the absgection 5.1 hereof (provided such date is aigsilofe distribution date under
Section 409A of the Code), or (ii) the date of Bieector’'s death.

ARTICLE VI
CREDITORS AND INSOLVENCY

6.1.Claims of the Company’s Creditora\ll assets held in the Trust pursuant to the Pdal any payment to be made by the Trustee
pursuant to the Plan and Trust Agreement, shadulbgect to the claims of the general creditordief€ompany, including judgment creditors
and bankruptcy creditors. The rights of a Directohis or her beneficiaries to any assets of thesflFund shall be no greater than the righ
an unsecured creditor of the Company.

6.2.Notification of InsolvencyIn the event the Company becomes Insolvent (esradter defined), the Board of Directors of the
Company and the chief executive officer of the Camypshall immediately notify the Trustee of thaitfa' he Trustee shall not make any
payments from the Trust Fund to any Director or begeficiary under the Plan after such notificai®received or at any time after the
Trustee has knowledge of such Insolvency. Undersaieh circumstance, the Trustee shall deliver aagegrty held in the Trust Fund only as
a court of competent jurisdiction may direct tasfgtthe claims of the Company’s creditors. Forgmses of this Plan, the Company shall be
deemed to be “Insolvent” if the Company is subject pending voluntary or involuntary proceedin@atebtor under the United States
Bankruptcy Code, as amended, or is unable to pajeibts as they mature.

ARTICLE VII
ADMINISTRATION

7.1.Powers of the Committe&’he Committee shall administer the Plan and vesall questions of interpretation arising under Eian.
Whenever elections, directions, designations, apfiins, requests or other notices are to be givenade by a Director under the Plan, they
shall be filed with the Committee. Except as preddn Section 8.3 hereof, the
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Committee shall have no discretion with respe®lam contributions or distributions, but shall ecan administrative capacity only.

7.2.Indemnity of CommitteeThe Company shall indemnify the members of thm@ittee against all claims, losses, damages, ergens
and liabilities arising from any action or failu@act with respect to the Plan to the extent mhediin the Regulations of the Company and
any applicable indemnification agreement betweenGbmpany and such member.

ARTICLE VIII
MISCELLANEOUS

8.1.Funding. Neither any Director, nor his or her beneficiarieor his or her heirs, successors or assign hshvee any secured interest
or, claim on any property or assets of the Comparthe Trust. The Company’s obligation under trenPhall be merely that of an unfunded
and unsecured promise of the Company to pay mongheifuture. The Company shall create the Trubbtd funds to be used in payment of
its obligations under the Plan and to provide asusmof the benefits payable to the Director hedlegrand shall fund such Trust in
accordance with the terms of the Plan, but all fucahtained therein shall remain subject to thiendaf the Company’s general creditors as
provided in Article VI hereof.

8.2.Term of Plan The Company reserves the right to amend the éldinust Agreement or terminate the Plan at angtiexcept that no
amendment or termination shall affect the right®wéctors to amounts previously credited to tiéferred Compensation Accounts or to
additional credits to their Deferred Compensatiaedunts pursuant to Section 3.4 hereof for addifiearnings of the Trust following such
termination (provided, however that this limitation certain actions shall not apply to any amendniei is deemed necessary by the
Company to ensure compliance with Section 409AefGode and/or the AJCA Guidance); and providetthéur that the Company, in its s
discretion, may terminate this Plan to the extewtia circumstances described in Treas. Reg. RA4ELj)(4)(ix), or any successor provisic
The Trust shall remain in effect until such timettas entire corpus of the Trust Fund has beenildiged pursuant to the terms of the Plan,
and, subject to the preceding sentence, the Pihremain in effect until such time as all amoutrtsdited to Directors’ Deferred
Compensation Accounts are distributed pursuantrticld V hereof.

8.3.Assignment No right or interest of any Director or his or teneficiary (or any person claiming through odemnsuch Director or his
or her beneficiary) in any benefit or payment henef shall be assignable or transferable in any miaanbe subject to alienation,
anticipation, sale, pledge, encumbrance or ottgal [lprocess or in any manner be liable for or uthifiethe debts or liabilities of such
Director.

8.4.Tax Effect This Plan is intended to be treated as an unfilidééerred compensation plan under the InternabRew Code. It is the
intention of the Company that the amounts by willaectors elect to have their compensation redyoeeduant to this Plan shall not be
included in the gross income of the Directors @irtheneficiaries until such time as the amoungslited to DirectorsDeferred Compensatis
Accounts hereunder are distributed from the Plamtlany time, it is determined by the Company #traounts attributable to Directors’
compensation reduction elections or Deferred Corsgution Accounts are includible in the gross
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income of the Directors or their beneficiaries befdistribution pursuant to Article V hereof becatise Plan fails to meet the requirements of
Section 409A of the Code and/or the AJCA Guidasueh amounts credited to Directors’ Deferred Corspgan Accounts shall be
immediately distributed to the respective Directorsin the case of deceased Directors, their hi@ages in accordance with Treas. Reg.

§ 1.409A-3(j)(4)(vii), or any successor provisi@istributions described in the preceding senteihed e made from the Trust if the
Company is not Insolvent at the time for such distion.

8.5.Governing Law This Plan shall be governed by and construeddoralance with the internal substantive laws ofStee of Ohio.

8.6.SuccessorsThe provisions of this Plan shall bind and intor¢he benefit of the Company and its successatsaasigns. The term
“successors” as used herein shall include any catp@r other business entity which shall, whetyemerger, consolidation, purchase or
otherwise, acquire all or substantially all of thesiness and assets of the Company and succe$song such corporation or other business
entity.

8.7.No Right to Continued Servic&lothing contained herein shall be construed tderoupon any Director the right to continue toveer
as a Director of the Company or in any other cdpaci

IN WITNESS WHEREOF, Brush Engineered Materlats has executed this Plan his 10th day of Seipéen2008.
BRUSH ENGINEERED MATERIALS INC.

By:  /s/ Michael C. Hasychak
Name: Michael C. Hasychal
Title: Vice President, Treasurer and Secret
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Exhibit 11

BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES
COMPUTATION OF PER SHARE EARNINGS

Third Quarter Ended Nine Months Ended
Sept. 26, Sept. 28, Sept. 26, Sept. 28,
2008 2007 2008 2007
Basic:
Average shares outstandi 20,374,000 20,392,000 20,387,00  20,300,00
Net Income $ 9,909,000 $ 9,908,000 $21,662,00 $40,961,00
Per share amoul $ 04¢ $ 04¢ $ 1.0€ $ 2.0z
Diluted:
Average shares outstandi 20,374,000 20,392,000 20,387,00 20,300,00
Dilutive stock securities based on the treasurglstc
method using average market pr 238,00( 338,00( 229,00( 436,00(
Totals 20,612,000 20,730,000 20,616,00 20,736,00
Net Income $ 9,909,000 $ 9,908,000 $21,662,00 $40,961,00

Per share amoui $ 0.4¢ $ 0.4¢ $ 108 % 1.9¢
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Exhibit 31.1

CERTIFICATIONS

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

Based on my knowledge, this report does notain any untrue statement of a material fact oit 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 statemend 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&))%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 consolidhtubsidiaries, 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 finahag@orting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in #gistrant’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; &

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 internairabaver financial reporting which are
reasonably likely to adversely affect the regidf’s ability to record, process, summarize and refpanhcial information; an

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

/s/ Richard J. Hipple
Dated: October 30, 200 Richard J. Hipplr
Chairman, President and Chief Executive Offi
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Exhibit 31.

CERTIFICATIONS

I, John D. Grampa, certify the
I have reviewed this quarterly report on Forn-Q of Brush Engineered Materials Inc. (“registran”);

Based on my knowledge, this report does notain any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg 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, amdtfe 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 consolidhgbsidiaries, 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 finahagaorting, 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 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 andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

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; &

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 regidf’s ability to record, process, summarize and refpanhcial information; an

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

/s/ John D. Grampa

Dated: October 31, 200 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&sphtember 26, 2008, as filed with
the Securities and Exchange Commission on thelsatof (the “Report”), each of the undersignedceffs of the Company certifies, that, to
such officer’s knowledge:

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

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: October 31, 2008

/sl 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




