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PART | FINANCIAL INFORMATION
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

ltem 1. Financial Statements

The consolidated financial statements of Brush Eegjied Materials Inc. and its subsidiaries forstagond
quarter and first half ended July 3, 2009 are Hevits:




Consolidated Statements of Income
(Unaudited)

Second Quarter Ended

First Half Ended

(Dollars in thousands except share and July 3, June 27, July 3, June 27,
per share amounts) 2009 2008 2009 2008
Net sales $ 174,13 $ 246,58: $ 309,490 $ 472,93:
Cost of sale: 152,00( 201,94! 272,75 391,33
Gross margir 22,13¢ 44,63¢ 36,73¢ 81,597
Selling, general and administrative expe 20,69« 28,29« 43,23¢ 55,02:
Research and development expe 1,52¢ 1,64 3,22( 3,141
Other-net 1,474 3,08¢ 3,23( 3,85(
Operating (loss) profi (1,560 11,61: (12,957 19,58:
Interest expen«-net 271 64¢ 597 98t
Income (loss) before income tax (1,832 10,96: (23,550 18,59¢
Income tax (benefit) expen (1,046 3,80¢ (4,620 6,84
Net (loss) incom: $ (785 $ 7,45¢ $ (8930 $ 11,75¢
Per share of common stock: ba $ (0.0 $ 03¢ % (0.4 $ 0.5¢
Weighted average number of common shares
outstanding 20,186,000 20,399,000 20,159,00  20,394,00
Per share of common stock: dilut $ (0.09 $ 0.3 $ 0.49 $ 0.57
Weighted average number of common shares
outstanding 20,186,000 20,653,000 20,159,00  20,626,00

See notes to consolidated financial statements.




Consolidated Balance Sheets

(Unaudited)
July 3, Dec. 31,
(Dallarsin thousands) 2009 2008
Assets
Current assetl
Cash and cash equivale $ 21,04: $ 18,54¢
Accounts receivabl 74,114 87,87¢
Other receivable 4,63¢ 3,37¢
Inventories 132,93¢ 156,71¢
Prepaid expenst¢ 26,40¢ 23,66(
Deferred income taxe 8,12( 4,19¢
Total current asse 267,26( 294,37¢
Other asset 32,22¢ 34,44+
Relate-party notes receivab 98 98
Long-term deferred income tax 9,94¢ 9,94/
Property, plant and equipme 643,37t 635,26¢
Less allowances for depreciation, depletion andréiration 438,41. 428,01
204,96« 207,25
Goodwill 35,77¢ 35,77¢
Total Assets $550,27. $581,89
Liabilities and Shareholders Equity
Current liabilities
Shor-term debi $ 26,86¢ $ 30,62:
Current portion of lon-term debt 60C 60C
Accounts payabl 22,927 28,01«
Other liabilities and accrued iter 30,65¢ 45,13:
Unearned revent 2,062 118
Total current liabilities 83,11¢ 104,48
Other lon¢-term liabilities 29,69t 19,35¢
Retirement and pc-employment benefit 81,41 97,16¢
Long-term income taxe 3,02¢ 3,02¢
Deferred income taxe 77C 162
Long-term debt 10,90¢ 10,60¢
Shareholder equity 341,34¢ 347,09
Total Liabilities and Shareholders’ Equity $550,27. $581,89

See notes to consolidated financial statements.




Consolidated Statements of Cash Flows
(Unaudited)

(Dallars in thousands)

First Half Ended

July 3,
2009

June 27,

2008

Net (loss) Income
Adjustments to reconcile net (loss) income to nesh provided from operating
activities:
Depreciation, depletion and amortizat
Amortization of mine cost
Amortization of deferred financing costs in intérespens¢
Derivative financial instrument ineffectivene
Stoclk-based compensation expel
Changes in assets and liabilities net of acquiredsaets and liabilities:
Decrease (increase) in accounts receiv
Decrease (increase) in other receiva
Decrease (increase) in inventt
Decrease (increase) in prepaid and other curreets
Decrease (increase) in deferred income ti
Increase (decrease) in accounts payable and acexpedse
Increase (decrease) in unearned reve
Increase (decrease) in interest and taxes pa
Increase (decrease) in Ic-term liabilities
Other- net

Net cash provided from operating activities
Cash flows from investing activitie
Payments for purchase of property, plant and eqgeiip
Payments for mine developme
Reimbursements for capital equipment under goventrantracts
Payments for purchase of business net of cashvest
Proceeds from sale of acquired inventory to comaigmt
Other investment- net
Net cash used in investing activitie
Cash flows from financing activitie
Proceeds from issuance (repayment) of -term debi
Proceeds from issuance of l--term debt
Repayment of lor-term debi
Issuance of common stock under stock option
Tax benefit from exercise of stock optic
Net cash (used in) provided from financing activigs
Effects of exchange rate chang
Net change in cash and cash equivalen
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of peric

See notes to consolidated financial statements.

$ (8,930 $11,75¢

14,458 14,50¢
1,89€ 2,76¢
20¢ 177

— 162
1,63( 2,46(
12,44¢ (15,157
(1,267)  11,26:
23,017 (9,710
1,19¢ (1,455
(3,40%) 14
(18,68  (8,166)
1,95C (2,065
(314 (1,149
(13,769  1,33¢
1,28¢ (56€)
11,72: 6,18(
(16,05) (14,63
(386) (152)
10,16¢ 4,12t
— (87,469

— 2432

21 66
(6,250 (73,73%)
(3,33 10,41
8,30  40,90(
(8,000 —
157 174

11 28
(2,868  51,51¢
(10¢) (52¢)
2,49¢ (16,56
18,54¢  31,73(
$21,04. $1516:




Notes to Consolidated Financial Statements
(Unaudited)

Note A—Accounting Policies

In managemens’ opinion, the accompanying consolidated finarstiaements contain all adjustments nece:
to present fairly the financial position as of J8|y2009 and December 31, 2008 and the resultpexftions for the
second quarter and first half ended July 3, 20@RJame 27, 2008. Sales and income before incones tagre
reduced in the first quarter 2008 by $2.6 milliorcorrect a billing error that occurred in 2007ttivas not material
to the 2007 results. All other adjustments wera obrmal and recurring nature.

Management has evaluated subsequent events thaeddbrough August 11, 2009, the date the findncia
statements were issued. During this period, thenewo recognized subsequent events requiring nggmgin the
financial statements and no non-recognized subsegwents requiring disclosure.

Note B—Inventories

July 3, Dec. 31,

(Dollarsin thousands) 2009 2008

Principally average cos

Raw materials and suppli $ 35,05: $ 41,46¢
Work in proces: 128,98t 139,55.
Finished good 36,345 50,57¢
Gross inventorie 200,38° 231,59¢
Excess of average cost over LIFO inventory vi 67,44¢ 74,88
Net inventories $132,93¢ $156,71!

Note C—Pensions and Other Po«-retirement Benefits

As a result of a significant reduction in force,magement determined that there was a curtailmettieof
domestic defined benefit pension plan in the fitsrter 2009 in accordance with Statement No. BBployers’
Accounting for Settlements and Curtailments of Befi Benefit Pension Plans and for Termination Bestef

The plan assets and liabilities were remeasured the curtailment date of February 28, 2009. Ad phthe
remeasurement, management reviewed the key assumspind determined that the discount rate should be
increased to 6.80% from the 6.15% rate assume@earBber 31, 2008. The revised rate was determisiad the
same methodology as was employed at year-end 200&her key assumptions, including the expectata of
return on assets, remained unchanged from Dece3db@008.

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

The Company made contributions totaling $14.0 onillio the defined benefit pension plan in the fiaf of
2009 as expected.




The following is a summary of the second quartet finst half 2009 and 2008 net periodic benefittdos the
domestic defined benefit pension plan and the ddmestiree medical plan.

(Dollarsin thousands)

Pension Benefits
Second Quarter Ended

Other Benefits
Second Quarter Ended

July 3, June 27,
2009 2008

July 3, June 27,
2009 2008

Components of net periodic benefit cos
Service cos

Interest cos

Expected return on plan ass
Amortization of prior service co
Amortization of net los

Net periodic benefit cos

$ 1,067 $ 1,27(

2,16¢ 1,97¢
(2,445  (2,180)
(13€) (161)
37¢ 29/

$ 72 $ 76
482 532

©) ©)

$ 1,02¢ $ 1,19¢

$ 54 $§ 59¢

Pension Benefits
First Half Ended

Other Benefits
First Half Ended

July 3, June 27, July 3, June 27,
(Dollarsin thousands) 2009 2008 2009 2008
Components of net periodic benefit cost
Service cos $218. $254 $ 14t $ 157
Interest cos 4,157 3,952 964 1,063
Expected return on plan ass (4,617 (4,360
Amortization of prior service co: (27¢) (322) (18 (18
Amortization of net los 80¢ 58¢ — —
Curtailment Gair (1,069) — — —
Net periodic benefit cot $1,18 $2,39¢ $1,091 $ 1,19;

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)etaited ailment
as a result of exposure to beryllium. Managemeli¢wes that the Company has substantial defenskmtands to
defend these suits vigorously. The Company hasdedca reserve for CBD litigation of $1.9 millios af July 3,
2009 and $2.0 million as of December 31, 2008. Tés®rve covers existing claims only and unassettehs
could give rise to additional losses. Defense casteexpensed as incurred. Final resolution oafserted claims
may be for different amounts than currently resér@ne case was dismissed and no settlement paynverg
made during the first half of 2009.

All of the outstanding CBD cases as of July 3, 289third-party claims where the alleged exposarirred
prior to December 31, 2007 and therefore, the imdgmif any, and the defense costs are covereiddyrance
subject to an annual deductible of $1.0 millioreumred costs were below the deductible in the Fedt of 2009.

Williams Advanced Materials Inc. (WAM), one of tmmpany’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 otastpmer nor has it recorded a reserve for lossdsruhese
agreements as of July 3, 2009. WAM believes itdteeng defenses applicable to both WAM and itsamsts and
is contesting this action. While WAM does not bedig¢hat a loss is probable, should its defensepmavail, the
damages to be paid may potentially be materidiéodompany’s results of operations in the periopgayfment.

The Company has an active environmental complianogram and records reserves for the probableofost
identified environmental remediation projects. Tagserves are established based upon analyses teddycthe




Company’s engineers and outside consultants anadjueted from time to time based upon on-goindistuand
the difference between actual and estimated cbktsreserves may also be affected by rulings agdtiaions witt
regulatory agencies. The undiscounted reserve talaas $6.0 million as of July 3, 2009 and $6.3iomilas of
December 31, 2008. Environmental projects tencettobg-term and the final actual remediation cosy differ
from the amounts currently recorded.

Note E—Comprehensive Income

The reconciliation between net (loss) income andprehensive income (loss) for the second quartefiest
half ended July 3, 2009 and June 27, 2008 is &sAfsi

Second Quarter Endet First Half Ended

July 3, June 27, July 3, June 27,
(Dollarsin thousands) 2009 2008 2009 2008
Net (loss) incom $ (785  $7,15¢ $(8,930) $11,75¢
Cumulative translation adjustme 1,46( (1,039  (1,12¢) 1,731
Change in the fair value of derivative financiadtimments, net of ta (989 2,03( 34C (765)
Pension and other retirement plan liability adjuestibs, net of ta: 373 122 2,12¢ 247
Comprehensive income (los $ 64 $8,27¢  $(7,59) $12,96%

Note F —Segment Reporting

Segment information for 2008 has been recast fadiecZentrix Technologies Inc. in the Advanced Niate
Technologies and Services segment. Zentrix's regutiviously were reported in All Other. Beginning2009,
Zentrix is being managed by Advanced Material Tetbgies and Services and is included with that segia
financial results in the Company’s internal repugti

Advanced
Material Specialty Beryllium Engineerec
Technologie: Engineerec  and Beryllium Material All
(Doallarsin thousands) and Servicet Alloys Composites Systems Subtotal Other Total
Second Quarter 20(
Revenues from external custom $ 112,270 $ 41,23¢ $ 13,12: $ 7,49¢ $174,13: $ — $174,13:
Intersegment revenus 50 47C 26 18t 731 — 731
Operating profit (loss 8,39( (9,280 1,03t (819) (674) (886) (1,560
Second Quarter 20(
Revenues from external custom $ 129,27 $ 83,02¢ $ 14,717 $ 19,57¢ $246,58: $ — $246,58:
Intersegment revenu 503 1,12t 17C 41€ 2,21 — 2,21
Operating profit (loss 5,04¢ 4,75C 2,34¢ 2,00z 14,147 (2,53%) 11,61
First Half 200¢
Revenues from external custom $ 192,34: $ 78,13 $ 26,11: $ 12,90« $309,49: $ — $309,49:
Intersegment revenur 17t 1,27t 78 543 2,071 — 2,071
Operating profit (loss 9,09t (20,199 2,85¢ (3,450 (11,689 (1,269 (12,959
Assets 208,97: 205,94° 59,38t 18,59C 492,89: 57,38. 550,27:
First Half 200¢
Revenues from external custom $ 253,27( $ 154,32t $ 28,07t $ 37,26( $472,93: $ — $472,93:
Intersegment revenur 897 3,19¢ 293 751 5,13¢ — 5,13¢
Operating profit (loss 10,52( 5,45¢ 2,57 3,36t 21,91 (2,329 19,58
Assets 255,00 255,38 43,98! 28,117 582,48t 33,09¢ 615,58«

Note G—Stock-based Compensation Expens

The Company granted approximately 145,000 sharesstricted stock to certain employees in the fstrter
2009 at a fair value of $15.01 per share. Theviame was determined using the closing price of the




Companys common stock on the grant date and will be aaedtover the vesting period of three years. Thdédre
of the restricted stock will forfeit their shardsosild their employment be terminated prior to thd ef the vesting
period.

The Company granted approximately 350,000 stockemgtion rights (SARS) to certain employees inftret
quarter 2009 at a strike price of $15.01 per shEhne.fair value of the SARs, which was determinedh® grant
date using a Black-Scholes model, was $7.83 peestra will be amortized over the vesting periodhoée years.
The SARs expire ten years from the date of thetgran

The Company granted approximately 25,000 sharesstrficted stock to its non-employee directordhin t
second quarter 2009 at a fair value of $18.27 pares The fair value was determined by using thsief price of
the Company’s common stock on the grant date alidb&amortized over the vesting period of one year

Total stock-based compensation expense for theeadod previously existing awards and plans was
$1.0 million in the second quarter 2009 and $1.Baniin the second quarter 2008. For the firsf lodlthe year,
stock-based compensation totaled $1.6 million i62&nd $2.5 million in 2008.

Note H—Income Taxes

The tax benefit of $1.0 million in the second qaa@2009 was calculated by applying a rate of 57atf#inst th
loss before income taxes while the tax benefihiftrst half of 2009 of $4.6 million was calculdtey applying a
rate of 34.1% against the loss before income taxtsat period. In 2008, a tax expense of $3.8iamlvas recorde
in the second quarter based upon an effectiveofe8d.7% of income before income taxes. In the fiadf of 2008,
the tax expense of $6.8 million was calculated tag®n an effective rate of 36.8% of the incometefncome
taxes.

The impact of percentage depletion, foreign soimceme and deductions and other factors were ncajoses
of the differences between the effective and stayuex rates in all periods presented. The prddoaleduction we
also a major cause of the difference in 2008 artberfirst quarter 2009. The effective rate infing half of 2008
was also impacted by discrete events recordedhirpériod, including a deferred tax adjustmentciite events h:
an immaterial impact on the effective rate in theand quarter and first half of 2009. The percemiagpact on the
effective rate of tax adjustments that are reldfifi®ed in dollar terms will change due to sigo#int differences in
the income or loss before income taxes betweeogeri

The higher tax rate in the second quarter 200®ampared to the first quarter 2009 increased thd¢amefit an
decreased the net loss in the second quarter 30$0.5 million, or $0.02 per share.
Note | —Fair Value of Financial Instruments

The Company measures and records the outstandigigriccurrency derivative contracts at fair valnéhe
accompanying consolidated financials statemergs@ordance with Statement No. 157, “Fair Value
Measurements”. This statement establishes a fhietderarchy for those instruments measured avédue that
distinguishes between assumptions based on maake{abservable inputs) and the Company’s assungptio
(unobservable inputs). The hierarchy consists i&felevels:

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 egisiand assumptions developed by the Companyhwhic
reflect those that a market participant would use.




The following table summarizes the financial instents measured at fair value in the consolidatéahba
sheet as of July 3, 2009:

Fair Value Measurements at Reporting

Date Using
Quoted Prices
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
(Dallarsin thousands) July 3, Assets Inputs Inputs
Description 2009 (Level 1) (Level 2) (Level 3)
Financial Assets
Director¢ deferred compensation investm $ 81€ S 81  $ — % —
Total $ 81 $ 81 $ — 3 —
Financial Liabilities
Foreign currency forward contrac $ 635 $ — 3 63: % —
Directors deferred compensation liabili 81¢ 81¢ — —
Total $1,45] $ 8l $ 63: % —

The Company uses a market approach to value te¢saasd liabilities for outstanding derivative qawts in
the table above. These contracts are valued ugimgrieet approach which incorporates quoted manket¢pat the
balance sheet date.

The carrying values of the other working capitainis and debt on the Company’s balance sheet appates
their fair values.

Note J—Derivative Instruments and Hedging Activity

The Company adopted Statement No. 161, “Disclosaesit Derivative Instruments and Hedging Actigtie
an amendment of FASB Statement No. 133,” effectareuary 1, 2009. The disclosure requirements sf thi
statement are contained in this note to the Conipaoynsolidated financial statements.

The Company sells products to overseas customéhgiinlocal currencies, primarily the euro, stagland yen.
The Company uses foreign currency derivatives, éimward contracts and options, to hedge thesieipated
sales transactions. The purpose of the hedge proigreo protect against the reduction in dollaueabf the foreign
currency sales from adverse exchange rate moven&misild the dollar strengthen significantly, tleemase in the
translated value of the foreign currency sales khbe partially offset by gains on the hedge can#raDepending
upon the methods used, the hedge contract maytheibenefits from a weakening U.S. dollar.

The use of foreign currency derivative contractgdgserned by policies approved by the Board of ©oes. A
team consisting of senior financial managers resitve estimated exposure levels, as defined bydisdfprecasts
and other internal data, and determines the tinanggunts and instruments to use to hedge that expasthin the
confines of the policy. Management analyzes thectiffe hedged rates and the actual and projecied gad losses
on the hedging transactions against the prograectigs, targeted rates and levels of risk assuktedge contrac
are typically layered in at different times foresified exposure period in order to minimize timpact of rate
movements.

The use of forward contracts locks in a firm ratd aliminates any downside from an adverse rateemewnt a
well as any benefit from a favorable rate movem&he Company may from time to time choose to hewuigie
options or a tandem of options known as a collaese hedging techniques can limit or eliminatediwenside risk
but can allow for some or all of the benefit frorfagorable rate movement to be realized. Unlikeravérd, a
premium is paid for an option; collars, which areombination of a put and call option, may havesapremium bu




they can be structured to be cash neutral. The @oynwill primarily hedge with forwards due to thedationship
between the cash outlay and the level of risk.

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

Under Statement No. 133, all derivatives are resti@h the balance sheet at their fair values elfdérivative i
designated and effective as a hedge, dependingthpamature of the hedge, changes in the fair vaflulee
derivative are either offset against the changgerfair value of the hedged asset, liability omficommitment
through earnings or recognized in other comprekerisacome (OCI), a component of shareholders’ gquittil the
hedged item is recognized in earnings. The indffegiortion of a derivative’'s change in fair valifeany, is
recognized in earnings immediately. If a derivaisv@ot a hedge, changes in the fair value arestatjuthrough
income.

The notional value of the outstanding foreign caeseforward contracts totaled $26.8 million as alfy.3,
20009. All of these derivatives were designatedrakaae effective as cash flow hedges. The fairesabf the
outstanding derivatives are recorded on the balaheet as assets (if the derivatives are in apgesition) or
liabilities (if the derivatives are in a loss pasit). The fair values will also be classified asigtierm or long-term
depending upon their maturity dates. There is eiféctiveness associated with the outstanding dévies. Changg¢
in the fair value of the outstanding derivative traots are recorded in OCI and are charged ortetlh income
when the contracts mature and the underlying quatied sales transactions occur.

The balance sheet classification and the relateddtues of the outstanding foreign currency famveontracts
as of July 3, 2009 were as follows (dollars in themds):

Liabilities
Classification Fair Value
Other Liabilities and Accrued Iten $ 63z

A summary of the hedging relationships of the @utding derivative financial instruments as of Ji2009
and June 27, 2008 and the amounts transferredhicwone for the second quarter and first half thedeel is as
follows:

Second Quarter Endec First Half Ended
July 3, June 27, July 3, June 27,
(Dollarsin Thousands) 2009 2008 2009 2008

Foreign Currenc  Foreign Currenc Foreign Currenc  Foreign Currenc
Derivative in Cash Flow Hedging Relations| Contract Contract Contract Contract
Effective Portion of Hedge
Gain (Loss) Recognized in OCI at the End of thed®e

Forward contract $ (633 $ (1,439
Options (collars — (637)
Total $ (633) $ (2,070
Location of Gain (Loss) Reclassified from OCI imt@ome Other-nel Other-nel Other-nel Othel-nel
Amount of Gain (Loss) Reclassified from OCI inteéme
Forward contract $ 467 $ (1,29¢) $ 267 $ (1,82¢)
Options (collars — (182) 21z (182)
Total $ 467 $ (1,480 $ 47¢ $ (2,00¢)

Ineffective Portion of Hedge and Amounts Excludesif
Effectiveness Testin¢
Location of Gain (Loss) Recognized in Income onilgive Other-nel Other-nel Other-nel Othel-nel
Amount of Gain (Loss) Recognized in Income on Datike $ — $ — 8 — $ —

10




The Company had an interest rate swap that waalipitiesignated as a cash flow hedge under Stateme
No. 133. However, the underlying hedged item wasiteated early and the swap no longer qualified hedge
under the statement’s provisions. An immateriahgeas recorded in other-net on the consolidatadrsent of
income in the second quarter 2008 on this swapsa bf $0.2 million was recorded on the swap irfitisé half of
2008. The swap was terminated in the fourth qu&aes.

In 2007, the Company terminated early various codityewaps that were designated as cash flow hedde
gains on the early terminations were deferred @@ until the original hedged items, the purchasesopper, were
acquired and then relieved from inventory. Durinhg first half of 2008, gains totaling $0.2 milliarere relieved
from OCI and credited to cost of sales on the clidated income statement. The deferred gains oedhenodity
swaps were fully amortized out of OCI as of the ehthe second quarter 2008.

The Company expects to relieve $0.6 million froml@@d charge other-net on the consolidated income
statement in the twelve month period beginning dulg009.

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 variesiedtrical,
electronic, thermal and structural applicationsr @wducts are sold into numerous markets, inclgidin
telecommunications and computer, aerospace andsiefautomotive electronics, industrial componeagpliance,
medical and data storage.

Sales were $174.1 million in the second quarte®28finpared to $246.6 million in the second qua2t&8 as
the impact of the global economic crisis and thateel decline in consumer spending, which begaaiféet us in th
fourth quarter 2008, continued to adversely affeetdemand from many of our key markets. Salesarsecond
guarter 2009, however, were $38.7 million highemntlsales of $135.4 million in the first quarter 20@/e believe
that the rate of decline in our sales in the fipsarter 2009 was greater than the fall-off in consuspending due to
the excess inventory positions throughout the suplphin and that a portion of the improvement iesan the
second quarter over the first quarter was duedal#pletion of these excess inventories.

Sales were also lower in the second quarter asdHfalf of 2009 than the respective periods of 2808 to a
lower average metal price pass-through.

Margins and profitability declined due to the loveales volume in the second quarter and firstdfe2009. An
unfavorable product mix shift and manufacturingfic@ncies as a result of the lower productionuroks also
reduced profitability in the current year.

In response to the weaker economic conditionsoek various actions, including reducing headcofragzing
and then cutting wages, reducing work hours, elitiig the 401(k) savings plan match, cancellinguspending
lower priority programs, reducing discretionary isgi@g and other cost-saving initiatives. Theseoadti net of the
related severance costs that were primarily recbir¢he first quarter 2009, helped mitigate th@act of the lower
sales volume. The combination of the cost initidiand improved sales resulted in a loss of $0e04hmre in the
second quarter after a loss of $0.40 per shateeifitst quarter 2009 and income of $0.35 per shmatiee second
quarter 2008.

Despite the net loss for the first half of 200%tdgeclined $3.4 million while cash increased $ibion. Cash
flow from operating activities was a solid $11.7lion in the first six months of 2009, with the sed quarter 2009
being particularly strong. Capital spending, nethef reimbursement from the government for the waoson of a
new primary beryllium facility, continued to be naed to low levels and has been reduced to highrigyriand
maintenance capital levels.
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The debt-to-debt-plus-equity ratio as of the enthefsecond quarter 2009 was the lowest level sheéourth
quarter 2007, which was prior to the $86.5 millamrguisition of Techni-Met, Inc.

Results of Operations

Second Quarter Ended First Half Ended

July 3, June 27 July 3, June 27
(Millions, except per share data) 2009 2008 2009 2008
Sales $174.1 $246.6  $309.8 $472.¢
Operating profit (loss (1.6) 11.€ (13.0 19.€
Income (loss) before income tax (1.9 11.C (13.¢) 18.€
Net income (loss (0.9 7.2 (8.9 11.¢
Diluted earnings per sha $(0.09) $ 0.3t $(0.49 $ 0.57

Salesof $174.1 million in the second quarter 2009 dexdii$72.5 million, or 29%, from sales of $246.6 ioiil
in the second quarter 2008. For the first six memththe year, sales of $309.5 million in 2009 w&5é6 lower than
sales of $472.9 million in 2008.

Domestic sales declined 27% in the second quad@® and 32% in the first half of 2009 from the camgble
periods in 2008. International sales were 34% ldwéine second quarter 2009 and 39% lower in tis¢ fialf of
2009 than the same periods in 2008. Internaticalabsavere 33% of total sales in the first half 802 and 35% of
sales in the first half of 2008.

Sales to all major international regions were loimehe second quarter 2009 and the first halfGff®than in
the same periods of the prior year. The impactasfdlating foreign currency denominated sales wasméavorable
$0.6 million in the second quarter 2009 as comptwdde second quarter 2008 and an unfavorablerdli®n in
the first half of 2009 compared to the first hdi608.

While sales were lower thus far in 2009 than thmpgarable periods of 2008, sales in the second eju2009
improved $38.7 million, or 29%, over sales in thistfquarter 2009. Both domestic and internaticadés grew in
the second quarter over the first quarter, withrtfagority of the international growth coming fronsid. The order
entry rate also improved in the second quarter thefirst quarter 2009.

Demand from the telecommunications and computekebaour largest market, and the automotive elaeats
data storage and other markets that are diredtlyextto consumer spending levels softened coraditiedue to the
weak economic conditions generally beginning inftheth quarter 2008. The demand for our produpfsears to
have fallen at a greater rate than the slowdowroirsumer spending due to the high inventory pasitia the
downstream supply chain. Our products are the raterals for the final product and there typicahg a number
fabricators, assemblers and distributors betweertil-use consumer and us. We believe that whegidbel
economic slowdown hit, these fabricators, assemlaed distributors were holding significantly highevels of
inventory than required to meet the then currentated. As a result, these inventory levels needtavdrked down
throughout the supply chain before our order eletvgl can rebound to prior levels. We believe thabrtion of the
growth in sales in the second quarter over thé dusrter 2009 was due to inventories in the suppsin being
depleted and needing to be replenished to meetutiient consumer demand levels.

Demand from the defense market remained firm duhedirst half of 2009. The demand from the meldica
market, which had been strong, softened in thergbqaarter; we anticipate some improvement inrtasket over
the balance of the year.

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 price are passed am tustomers in
the form of higher or lower selling prices. The mage prices between periods for some metals inedeakile
others decreased during the second quarter. THmpatt of the change in metal prices was an egtitha
$14.0 million reduction in sales in the second tpra2009 from the second quarter 2008 and an etgima
$29.1 million reduction in sales in the first haff2009 from the first half of 2008.
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We implemented various cos&ving initiatives beginning late in the fourth giea 2008 and throughout the fi
half of 2009 in response to the weakening orderyemte at that time. By the end of the second tguatotal
manpower was reduced by 14% from year-end 2008slevel 17% from the end of the third quarter 2008.
Compensation levels have been frozen an@duced. Overtime in the plants was eliminatedragdlar work hour
were reduced in many cases. The Company matchdotG1(k) savings plan was first reduced in hatf #ren
suspended altogether for the majority of employBéscretionary spending has been reduced and \sapgmjects
and initiatives have been cancelled or delayedsé&lwest-saving initiatives favorably impacted gnossgins and
selling, general and administrative expenses irs¢toend quarter and first half of 2009. We paidrapimately
$1.0 million in severance benefits associated thithheadcount reductions, primarily during thet fipsarter 2009.

Gross marginwas $22.1 million, or 13% of sales, in the secoundrter 2009 compared to $44.6 million, or 1
of sales, in the second quarter 2008. For thedixsinonths of the year, gross margin was $36.%anjlor 12% of
sales, in 2009 and $81.6 million, or 17% of sale2008.

The $22.5 million reduction in the gross margihia second quarter and the $44.9 million redudtiche
gross margin for the first half of 2009 were laggeéle to the decline in sales from the comparabtegds in 2008.
Manufacturing inefficiencies, primarily due to tloever production volumes and the related impact@amning
levels and utilization of equipment, also contrézlito the margin decline in 2009. The change idypcomix was
unfavorable in both the second quarter and firétdf&2009.

The cost-saving initiatives, including the manpoweziuctions, pay cuts and other programs, helpedfset a
portion of the unfavorable impact these items hadmss margin.

The gross margin in the first half of 2009 was tliby lower of cost or market charges on rutherbased
inventories of $0.8 million and other net inventegluation adjustments totaling $0.6 million recadtdn the first
quarter 2009. The gross margin in the second qua0@8 was reduced by a lower of cost of marketgdnan
ruthenium-based inventories of $6.0 million recaritethat period.

The reduction in gross margin as a percent of salbsth the second quarter and first six monthaGif9 from
the comparable periods in 2008 was partially dugettain manufacturing overhead costs, includirgyel@ation,
rent, insurance and other items, being relativiedgd in the short-term regardless of the saled leve

In the first quarter 2009, we determined that thmestic defined benefit pension plan was curtaileel to the
significant reduction in force. As a result of thetailment and the associated remeasurement,coeded a
$1.1 million one-time benefit during the first qtear2009, $0.8 million of which was recorded agaawst of sales
and $0.3 million recorded against selling, genaral administrative expenses on the ConsolidatedrSmts of
Income. The 2009 annual expense under the plaralsaseduced by $1.0 million from what it would kaween ha
the plan not been curtailed. See Critical Accounfwolicies.

Selling, general and administrative (SG&A) expengetaled $20.7 million in the second quarter 2008 an
were $7.6 million lower than the total expense 28.8 million in the second quarter 2008. SG&A exgeEsnof
$43.2 million in the first six months of 2009 we$£1.8 million lower than expenses of $55.0 milliarthe first six
months of 2008. SG&A expenses were 14% of sal@saifirst six months of 2009 and 12% of sales anftlst six
months of 2008. The increased percentage was daads being lower in the first six months of 2@&n the first
six months of 2008.

The lower SG&A expenses in both the second quartdrfirst half of 2009 largely resulted from thestsaving
initiatives previously referenced. Discretionargsgding items such as travel, dues and subscriptiodsadvertising
were lower in the second quarter and first haB@®9 than the respective periods in 2008 while cmsions were
lower in 2009 as those expenses are a functioimeo$ales volume.

Incentive compensation expense under cash-bases wks $1.4 million lower in the second quarter@n
the second quarter 2008 and $1.9 million loweh#first half of 2009 than the first half of 2008edto the lower
levels of profitability in the current year relagivo the plan targets. Share-based compensati@nsspvas an
additional $0.2 million lower in the second qua2609 than the second quarter 2008 and $0.8 milliwer in the
first half of 2009 than the first half of 2008.
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In addition to the lower expense from the curtaiingf the defined benefit pension plan, the expamsthe
supplemental retirement plan for certain executivas $0.3 million lower in the first six months2309 than in the
first six months of 2008.

International SG&A expenses, other than incentr@gensation, declined $1.7 million in the secondrtgr
2009 from the second quarter 2008 and $2.8 milhathe first half of 2009 from the first half of 8. This decline
includes approximately $0.3 million in the seconduder and $0.6 million in the first half of 200@edto the
translation benefits from the movement in exchamades between periods.

Research and development (R&D) expensese $1.5 million in the second quarter 2009 coragado
$1.6 million in the second quarter 2008. R&D exm=neere $3.2 million in the first half of 2009,leykt increase
over the expense of $3.1 million in the first hafif2008. We continued to invest in process and yrbanprovemer
efforts during the second quarter and first hal2@®9 in order to enhance long-term growth oppadtites

Other-net expenséor the second quarter and first half of 2009 a@d&is summarized as follows:

Income (expense)
Second Quarter Ended First Half Ended

July 3, June 27 July 3, June 27
(Millions) 2009 2008 2009 2008
Exchange/translation ga $ 0.3 $ (15 $0€ $ (19
Amortization of intangible asse (0.9 (0.2 (1.8 (0.9
Metal financing fee: (0.7) 1.2 (1.6 (2.0)
Directors deferred compensatic — — (0.2 0.6
Other items 0.2 (0.2 (0.3 (0.7)
Total $(1.5) $ 31 $B2 $ (39

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.

The amortization of intangible assets was highéhénsecond quarter and first half of 2009 tharsdree
periods of 2008 due to the finalization of the aigal in the fourth quarter 2008 of the intangidsets acquired
with Techni-Met, Inc. in February 2008.

The metal financing fee was lower in the secondtgu2009 than the second quarter 2008; in thedarter
2009, the fee was slightly higher than the sametguan the prior year. The fee is a function af tiuantity of mete
on hand and the average financing rate.

The income or expense on the directors’ deferredpemsation plan was a function of the outstandiages in
the plan and the movement in the share price oEonmmon stock. In the first quarter 2009, the BazfrDirectors
amended the deferred compensation plan, elimingtiaglirectors’ ability to transfer their defertalance between
stock and other investment options allowable utigeiplan. As a result of the amendment, effectiith the
beginning of the second quarter 2009, the shairieg Ibeld are no longer marked-to-market againsiribeme
statement in accordance with accounting guidelines.

Other-net also includes bad debt expense, gainfasds on the disposal of fixed assets, cashulss@nd
other non-operating items.

Theoperating lossvas $1.6 million in the second quarter 2009 andGidllion in the first six months of
2009. In 2008, operating profit was $11.6 milliorthe second quarter and $19.6 million in firstmianths of the
year. The decline in profitability in both the sedaquarter and first half of 2009 was primarily dag¢he lowel
margin generated by the significantly reduced sabésme and other factors, offset in part by thBowes costsaving
initiatives and lower other-net expenses.

Interest expense-neif $0.3 million in the second quarter 2009 was apjpnately half of the expense from the
second quarter 2008. The net interest expense s llion in the first half of 2009 compared tt.8 million in
the first half of 2008. The lower expense was prilpalue to lower outstanding debt levels in 20D&bt had
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increased in the first quarter 2008 due to the miebtet acquisition in that period, but the subsequash flow fron
operations has allowed the debt balance to be eeddte effective borrowing rate was lower in thesd quarter
2009 than the second quarter 2008 as well. Thasfitewere partially offset by a slight reductiorthe amounts
capitalized in association with capital projects.

Theloss before income taxegas $1.8 million in the second quarter 2009 and&8llion in the first six
months of 2009. In 2008, income before income taves $11.0 million in the second quarter and $h&1Bon in
the first six months of the year.

A tax benefitwas calculated using an effective rate of 57% efltiss before income taxes in the second qu
2009 and 34% of the loss before income taxes ifiitstehalf of 2009. In 2008, a tax expense waswaked using
an effective rate of 35% of income before incom@&san the second quarter and 37% in the firstreixiths of the
year.

The effects of percentage depletion, foreign sourceme and other items were the major factorstfer
difference between the effective and statutorysratéboth the second quarter and first six monfHz069 and 2008.
The production deduction was also a major factfacséihg the rate in the second quarter and firtdfe&2008. The
impact of discrete events recorded in the firstriga2008 served to increase the effective rathahperiod while
discrete events had a minor impact on the effectite in the second quarter and first six montha080. The
percentage impact of tax adjustments that haviatwely fixed dollar amount will also vary due s@nificant
movements in the level of the income or loss beiioceme taxes.

Thenet losswas $0.8 million (or $0.04 per share, diluted)hia second quarter 2009 compared to net incor
$7.2 million (or $0.35 per share, diluted) in tleesnd quarter 2008. For the first six months ofythar, the net loss
was $8.9 million (or $0.44 per share, diluted) @02 versus net income of $11.8 million (or $0.57 siere, dilutec
in 2008.

Segment Results

We have four reportable segments. Beginning irfiteequarter 2009, the operating results for Zigntr
Technologies Inc., a small wholly owned subsidiang included in the Advanced Material Technologied
Services segment. Previously, Zentrix had beemdted with the corporate office as part of All Othate made this
change because the Advanced Material TechnologgSarvices segment management is now responeible f
Zentrix and this structure is consistent with outernal reporting and how the Chairman of the Besaluates the
operations. The results for the prior year havenbyeeast to reflect this change. See Note F t€Cthesolidated
Financial Statements.

The operating loss within All Other improved $1.8lion in the second quarter 2009 from the secoundrter
2008. The improvement was due largely to the caging initiatives, including wage and benefit retioes, and
lower incentive compensation expense. For theliiatftof the year, the operating loss within Allh@t was
$1.0 million better in 2009 than in 2008 as porsiai the cost reduction benefits were offset bygadr expense on
the directors’ deferred compensation plan and dtueors.

Advanced Material Technologies and Services

Second Quarter Ended First Half Ended

July 3, June 27 July 3, June 27
(Millions) 2009 2008 2009 2008
Sales $112.2 $129.c  $192.¢ $253.C
Operating profi $ 84 $ 5 $ 91 $ 10t

Advanced Material Technologies and Serviaaanufactures precious, non-precious and speciadtgim
products, including vapor deposition targets, frditi@ssemblies, clad and precious metal prefohigs
temperature braze materials, ultra-fine wire, scinorganic materials, optics, performance cagtiand
microelectronic packages. Major markets for theselycts include data storage, medical and the edsgl
semiconductor, photonic and hybrid sectors of ti@aeelectronics market. Advanced Material Techn@egnd
Services also has metal cleaning operations ama-laouse refinery that allow for the reclaim of gimus metals
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from its own or customers’ scrap. Due to the hightof precious metal products, we emphasize gualilivery
performance and customer service in order to atiad maintain applications. This segment has dbovegilities
in New York, California, Connecticut, Wisconsin ad@ssachusetts and international facilities in Asid Europe.

Sales from Advanced Material Technologies and 8esvdeclined 13% from $129.3 million in the second
quarter 2008 to $112.3 million in the second qua&2@®9 while sales in the first half of the yeacliteed 24% from
$253.3 million in 2008 to $192.3 million in 2009.

While sales were lower in the second quarter aisti$ix months of 2009 than the respective peragd@008,
sales in the second quarter 2009 were 40% higherghles in the first quarter 2009.

Advanced Material Technologies and Services adjtstelling prices daily to reflect the currenstof the
precious and certain other metals that are sold.cbst of the metal is generally a pés®ugh to the customer an
margin is generated on the fabrication effortssipective of the type or cost of the metal useddivan application.
Therefore, the cost and mix of metals sold wileaffsales but not necessarily the margins genebgtétbse sales.
The net lower average prices of gold, silver, plati, palladium and ruthenium accounted for an edgoh
$9.3 million of the $17.0 million decline in saliesthe second quarter and $20.4 million of the @6iillion decline
in sales in the first half of 2009 compared tofitet half of 2008.

Sales of vapor deposition targets and other médarianufactured at the Buffalo, New York facilitere lower
in the second quarter 2009 than in the second U208, while sales for the first half of 2009 eergnificantly
lower than the first half of 2008. The decline &les in the second quarter and first six montH2000 was due to
weak demand from the wireless, photonic, microebeit packaging and other market segments duestgltbal
economic conditions. With the softening of thesekats, refining business levels in turn declineé ttuthe lower
guantities of materials available to be proceskedvever, market conditions improved in the seconartgr 2009
and sales from the Buffalo facility grew in the @ed quarter 2009 over the first quarter 2009 andvagely
responsible for the growth in total segment salebé second quarter over the first quarter 2009.

Sales from Techni-Met, a wholly owned subsidiarguaed early in the first quarter 2008, declined Bthe
second quarter 2009 from the second quarter 20@8pbthe first half of the year, sales were st8b6 higher in
2009 than in 2008. The majority of Techni-Met's ¢uots are used in medical applications and we \aligat their
shipment levels will improve over the balance 0§20

Sales from Thin Film Technology, Inc. (TFT) contaalto be strong in the second quarter 2009 and gvew
20% in the first half of 2009 from the first half 2008. This growth was due to medical and defeqg@ications an
their sales backlog as of the end of the secondejuaas quite solid.

Sales of inorganic chemicals were lower in bothseond quarter and first half of 2009 than the ganable
periods in 2008. Demand from the markets servetthése products remained soft during the first bB#009 and
we anticipate it will remain soft during the secdralf of the year.

Sales of microelectronic packages from Zentrix wegher in the second quarter 2009 than in thersgco
quarter 2008 and were essentially unchanged ifirgtesix months of 2009 from the first six monts2008.

Total sales for media applications in the dataagtermarket, including sales of ruthenibased targets from t
Brewster, New York facility, in the second quaraed first half of 2009 were very weak as they werghe
majority of 2008. We have made progress re-qualifyour materials with key customers; certain matetave
been re-qualified while the process is continuimgdthers. Demand from the data storage markebkad
depressed in the first quarter 2009 due to thed@eesumer spending levels and other factors; hewdhie market
appeared to be gaining some strength late in thenslequarter 2009.

Sales for magnetic head applications from the Bremfacility showed improvement in the second qerart
20009.

The gross margin on Advanced Material Technologies Services’ sales was $18.3 million in the second
quarter 2009, a $1.3 million increase over the @1illion of margin generated in the second quaz688. The
gross margin was 16% of sales in the second qu20&9 and 13% of sales in the second quarter Zof&he first
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half of the year, gross margin was $30.0 millio6%dlof sales) in 2009 compared to $33.6 million (18%sales) in
2008.

The gross margin improved in the second quarte® 2i@3pite the lower sales as a result of a $6 llomiower
of cost or market charge recorded in the secondeu2008. Manufacturing overhead costs were als8 fillion
lower in the second quarter 2009 than in the secoradter 2008 largely due to the cost saving itiés. The lower
sales volume, an unfavorable change in the pradiicand other factors combined to reduce margins by
$5.0 million in the second quarter 2009 as compt&rdle second quarter 2008.

In addition to the aforementioned $6.0 million lave¢ cost or market charge, the gross margin corspar
between the first half of 2009 and the first hdlR608 was affected by the margin lost due to theer sales, a
lower of cost or market charge of $0.8 million reded in the first quarter 2009 and an inventorygtibn charge of
$0.6 million recorded in the first quarter 2009 alidition, manufacturing overhead costs were $0liBmhigher in
the first half of 2009 than the first half of 2088 the cost savings were more than offset by owhewpniMet for a
full six months in 2009 and other factors.

Total SG&A, R&D and other-netxpenses were $9.9 million (9% of sales) in theséauarter 2009, a decli
of $2.1 million from the expense total of $12.0lrit (9% of sales) in the second quarter 2008. &lepenses
totaled $20.9 million (11% of sales) in the firsifrof 2009 and $23.1 million (9% of sales) in first half of 2008.

The lower expense in the second quarter 2009 wéislpadue to the impact of the cost-saving irtitias
implemented during the first and second quarte200P. Selling-related expenses and corporateaitots were
also lower in the second quarter and first six rhemf 2009 than in the comparable periods of 208al financing
fees were lower in the second quarter 2009 thasdhend quarter 2008 after being slightly highahenfirst quarte
2009 than the first quarter 2008. These benefite wartially offset by the increased amortizatigpense on the
intangible assets acquired with Techni-Met.

Operating profit from Advanced Material Technolagand Services was $8.4 million in the second quart
2009, a $3.4 million improvement over the profihgeated in the second quarter 2008. The improvemastdue to
a combination of the margin growth and the redu@&&A, R&D and other-net expenses. For the first bathe
year, operating profit was $9.1 million (5% of slan 2009 and $10.5 million (4% of sales) in 2C

Specialty Engineered Alloys

Second Quarter Endec First Half Ended
July 3, June 27 July 3, June 27

(Millions) 2009 2008 2009 2008
Sales $41.2 $83.C $781 $154.:
Operating profit (loss $(9.9 $ 48 $202 $ 5t

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 allpysvide a combination of high conductivity, highiability
and formability for use as connectors, contact$ctms, relays and shielding. Major markets foipgtroducts
include telecommunications and computer, automaigetronics, appliance and medical;

Bulk productsare copper and nickel-based alloys manufacturethie, rod, bar, tube and other
customized forms that, depending upon the apptinathay provide superior strength, corrosion orrwea
resistance, thermal conductivity or lubricity. Tin@jority of bulk products contain beryllium. Appditons for
bulk products include plastic mold tooling, beasngushings, welding rods, oil and gas drilling poments
and undersea telecommunications housing equipraedt;

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 veallby the Beryllium and Beryllium Composites seginen
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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 $41.2 wnillin the second quarter 2009 were less than hélecsale
of $83.0 million in the second quarter 2008. Salke$78.1 million in the first six months of 2009 ee49% lower
than sales of $154.3 million in the first six masthf 2008. Sales of strip and bulk products dedlinehe second
quarter and first six months of 2009 from the levialthe comparable periods of 2008. Sales of hgdeofrom the
Utah operations totaled $5.9 million in the secqodrter 2009 and $3.3 million in the second qu&@&8. There
were no sales of beryllium hydroxide in either tingt quarter 2009 or 2008.

Strip volumes shipped in the second quarter 20@@adnred 13% over the first quarter 2009 levels betenstill
45% lower than in the second quarter 2008. Volufoethe first six months of 2009 were 47% lowerrthhe first
six months of 2008.

The reduction in shipments in the quarter and finstmonths of 2009 compared to last year was advoth the
higher and lower beryllium-containing alloy prodlioes. Lower consumer spending and excess inviestor the
supply chain resulted in weaker demand from trect@hmunications and computer, automotive electsosncl
other markets for strip products. The improvemarttiip sales in the second quarter over thedusirter 2009 was
partially due to increased orders for handset apfiins, primarily in Asia.

Bulk product volumes shipped were down 55% in #mosd quarter and 45% in the first six months @20
from the year-ago periods. The decline in shipmesats due to weak demand from the oil and gas ama$pace
markets coupled with high downstream inventory fass within the supply chain. Bulk product sale®ithe oil
and gas market were weak as a result of the sofadd for energy which is keeping the price of eildw the level
that would spur exploration and production increagesrospace market sales were also soft due toirgngeferral:
of new aircraft deliveries and decreased repairraashtenance activities.

Lower metal prices accounted for an estimated 84liéon of the $41.8 million difference in salestiveen the
second quarter 2009 and the second quarter 20088ranillion of the $76.2 million difference inlea between
the first six months of 2009 and the first six mfanobf 2008.

The gross margin on Specialty Engineered AlloyEsavas $0.2 million in the second quarter 2009&and
negative $1.1 million in the first six months of@ In 2008, the gross margin was $19.1 millior242¥ sales) in
the second quarter and $32.7 million (21% of sdteff)e first six months of the year.

The lower margin in both the second quarter arsdl §ix months of 2009 versus the comparable peiip@d08
was largely due to the significantly lower saletunee.

Margins were also hurt by manufacturing inefficimscand machine utilization rates as a resultwélo
production volumes. The change in product mix wasworable in 2009 as well. Headcount reductioeduced
work hours, wage cut-backs and other cost-savirgsores offset a portion of the negative volume thpad
inefficiencies.

Total SG&A, R&D and other-net expenses were $9.Mani(23% of sales) in the second quarter 2009 and
$14.4 million (17% of sales) in the second qua2@98. For the first half of the year, these expsnstled
$19.0 million (24% of sales) in 2009 and $27.3 imill(18% of sales) in 2008 as expenses in 2009 haga
reduced 30% from 2008 levels.

The expense reduction was due to a combinatioheofdst-saving initiatives, lower incentive accsyatduced
corporate charges and differences in exchange gah$osses between periods. The cost-savingtinégg@have
resulted in lower manpower, travel, advertising atiter expenses. Outside commissions were alsdisagrily
lower due to the lower sales.

Specialty Engineered Alloys generated an operatisg of $9.3 million in the second quarter 2009 and
$20.2 million in the first half of 2009. In 2008ii$ segment generated an operating profit of $4ll&min the
second quarter and $5.5 million in the first hdlftee year. The year-to-date operating loss in 260Rided
severance costs of $0.5 million recorded in thst fjuarter.
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The recent global economic downturn has signifigaaffected worldwide demand for Alloy strip prodsic
Considering the impact of the downturn and the amgefforts of the customer base to replace oip ptoducts
with lower cost non-beryllium alloys, it is not t&in if or when demand levels will return to thejlownturn levels
As a result, we have taken significant cost reductictions and will continue to examine alternaiteerealign or
restructure this business. In the long-term, wégnate that sales of bulk products will grow a®sult of improved
market conditions and our continued product appiboadevelopment and diversification efforts.

Beryllium and Beryllium Composites

Second Quarter Ended First Half Ended

July 3, June 27 July 3, June 27
(Millions) 2009 2008 2009 2008
Sales $13.1 $ 147 $26.1 $ 28.1
Operating profi $ 1.C $ 23 $2¢ $ 2€

Beryllium and Beryllium Compositemanufactures berylliurhased metals and metal matrix composites in
sheet, foil and a variety of customized forms atBEimore, Ohio and Fremont, California faciliti#filese materials
are used in applications that require high stifénasd/or low density and they tend to be premiuicedrdue to their
unique combination of properties. This segment alanufactures beryllia ceramics through our whollned
subsidiary, Brush Ceramic Products Inc., in Tucgoizona. Defense and government-related applinatio
including aerospace, is the largest market for Barg and Beryllium Composites, while other marksésved
include medical, telecommunications and computectnics (including acoustics), optical scanrémgl general
industrial products.

Sales by Beryllium and Beryllium Composites wer8.31million in the second quarter 2009, an 11% elese
from sales of $14.7 million in the second quar@®® Sales of $26.1 million in the first half of®®were 7% lower
than sales of $28.1 million in the first half ofG®)

Sales from the Elmore facility, primarily for defsnrelated applications, grew in the second quartdrfirst
half of 2009 over the comparable periods in 2008 dlefense sector has performed well in 2009, ¢Xoethe
unexpected delay and then cancellation of the gepat of the U.S. missile defense program in Eadterope.

The growth in defense-related sales, however, wase than offset by the decline in sales in the moptoetions
of this segment’s business. Demand for berylliuodpcts for commercial applications was soft, witie demand
for x-ray window materials from the Fremont fagiliweakened considerably in the second quarter 26898 a soft
first quarter of the year. Sales of beryllia ceresrdeclined approximately 50% in the second quaAep and 38%
in the first half of 2009 primarily due to an exsésventory position at our largest customer fasthmaterials. We
do not anticipate sales of beryllia ceramics toriorp from the second quarter level until late ia third quarter
20009.

The gross margin on Beryllium and Beryllium Compesi sales was $3.4 million, or 26% of sales, i th
second quarter 2009 compared to a gross margi.dfrillion, or 35% of sales, in the second qua2@08. The
gross margin was $8.1 million, or 31% of saleghimfirst six months of 2009 and $8.4 million, @93 of sales, in
the first six months of 2008.

The majority of the difference in gross marginaamsn the second quarter and first six months 0924Gh the
respective periods in the prior year was due tiedihces in the sales volume. The change in thdugtonix was
unfavorable in the second quarter but favorablgHerfirst six months of the year. Manufacturingpimvements at
the Elmore facility, including higher yields, greaefficiencies and scrap utilization, primarilythre first quarter
2009, provided a benefit to gross margin in th&t §ix months of 2009 and helped to offset the rfeturing
inefficiencies due to the lower production voluna¢she other facilities.

SG&A, R&D and other-net expenses for Beryllium @wtyllium Composites totaled $2.4 million, or 18% o
sales, in the second quarter 2009 and $2.8 milbiod9% of sales, in the second quarter 2008. Taegsenses
totaled $5.2 million, or 20% of sales, in the fisst months of 2009 and $5.8 million, or 21% ofesalin the first six
months of 2008. While this segment’s sales and mgsuttave not been as affected by the global ecanorisis as

19




the other segments, various measures were impleshémmaintain and/or reduce expense levels it b§the
consolidated operating loss.

Operating profit for Beryllium and Beryllium Comptes was $1.0 million in the second quarter 2009 garec
to $2.3 million in the second quarter 2008. Forftre half of the year, operating profit improvedm $2.6 million
in 2008 to $2.9 million in 2009. Operating profiagr11% of sales in the first half of 2009 and 9%alés in the fir
half of 2008.

Engineered Material Systems

Second Quarter Endec First Half Ended

July 3, June 27 July 3, June 27
(Millions) 2009 2008 2009 2008
Sales $ 75 $ 19.€ $12.¢ $ 37.c
Operating profit (loss $(0.8) $ 2C $3.5 $ 34

Engineered Material Systemgcludes clad inlay and overlay metals, precious laase metal electroplated
systems, electron beam welded systems, contoutgutalystems and solder-coated metal systems. Hpesgalty
strip metal products provide a variety of therne#dctrical or mechanical properties from a surfaea or particular
section of the material. Our cladding and platingabilities allow for a precious metal or brazitigyato be appliec
to a base metal only where it is needed, redutiagrtaterial cost to the customer as well as progidiesign
flexibility. Major applications for these produdtslude connectors, contacts and semiconductoes largest
markets for Engineered Material Systems are autemetectronics, telecommunications and computectednics
and data storage, while the energy and defensenadital electronic markets offer further growth ogpnities.
Engineered Material Systems are manufactured atioaoln, Rhode Island facility.

Sales from Engineered Material Systems of $7.5anilin the second quarter 2009 were 62% lower Haes
of $19.6 million in the second quarter 2008, wisiddes for the first half of 2009 of $12.9 millioreve 65% lower
than sales of $37.3 million in the first half ofG®)

The decline in sales in the second quarter andhadé of 2009 was across all of this segment’s keykets and
in each of its major product families. The lowensomer spending for electronics, automobiles ahdratems
coupled with an excess inventory position downstr@athe supply chain resulted in lower demandpfmducts
from Engineered Material Systems.

While sales are behind last year’s pace, saldsisécond quarter 2009 did improve 39% over saléweifirst
quarter 2009. Sales of disk drive arm materialdclvivere immaterial in the first quarter 2009 afieing one of th
segment’s largest applications in 2008, were lgrgedponsible for the growth in the second quater the first
quarter 2009.

The order entry rate also improved during the epoiions of the second quarter. However, aftquikesin
demand, partially due to portions of the supplyichiabuilding inventory levels, order rates softgihate in the
second quarter and early third quarter as custoraarain cautious about their level of business.

The gross margin on Engineered Material Systenigssaas $0.5 million, or 7% of sales, in the secqudrter
2009 and a negative $0.6 million in the first FflR009. In 2008, the gross margin was $4.0 mi|lmn21% of
sales, in the second quarter and $7.4 million,086 &f sales, in the first six months of the year.

The decline in margins in both the second quardrfaist half of 2009 was due to the lower salelsin.
Actions were taken to lower costs, including manpoveductions, shortened work hours, cancellatfggragrams
and services, vendor push-backs and other itemseler, the impact of these items was not enouglffset the
lost margins due to the steep drop in volumes.cHaamge in product mix was unfavorable in the fistmonths of
2009 as compared to the first six months of 2008elk

Total SG&A, R&D and other-net expenses of $1.4iomllin the second quarter 2009 were $0.7 milliomeo
than the second quarter 2008 while the expenskai$2.8 million in the first half of 2009 was ®lmillion lower
than the first half of 2008 as expenses were ratlircéght of the lower sales volumes. Lower indeat
compensation accounted for $0.3 million of the pedliexpense in the second quarter 2009 and $di6mof the
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reduced expense in the first half of 2009. Manposests, travel, dues, advertising and other coste &lso reduce
in the second quarter and first half of 2009.

The operating loss from Engineered Material Systemns $0.8 million in the second quarter 2009 and
$3.5 million in the first half of 2009. In 2008, &neered Material Systems generated an operatofg pf
$2.0 million in the second quarter and $3.4 milliorthe first half of the year. The operating lasshe first half of
2009 includes $0.3 million of one-time severancgt€oecorded in the first quarter 2009. The opegatesults
improved each month during the second quarter 20@o higher sales and the realization of the sagihgs from
the actions taken to date.

Legal

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

The following table summarizes the associated #gtivith beryllium cases.

Quarter Ended

July 3, Apr. 3,

2009 2009
Total cases pendir 8 9
Total plaintiffs 29 37
Number of claims (plaintiffs) filed during perioti@ed 0(0) 0(2)
Number of claims (plaintiffs) settled during perieddec 0(0) 0(0)
Aggregate cost of settlements during period endedafs in thousands $ 0 $ O
Number of claims (plaintiffs) otherwise dismiss 1(8) 0(1)

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 tteeses
and intends to contest the suits vigorously. Emgdogases, 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 mipleyees or former employees, but these casesaeraly
covered by varying levels of insurance.

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

Based upon currently known facts and assuming ctdiéity of insurance, we do not believe that region of
the current and future beryllium proceedings wél/ a material adverse effect on our financial @¢ador cash
flow. However, our results of operations could batenially affected by unfavorable results in onemare of these
cases. As of July 3, 2009, two purported clas®astivere pending.

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

(Millions) July 3, December 31
Asset (liability) 2009 2008

Reserve for litigatior $(19 $ (2.0
Insurance recoverab 1.€ 1.7

21




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. Some organizations, suctea3atlifornia
Occupational Health and Safety Administration arelAmerican Conference of Governmental Industrial
Hygienists, have adopted standards that are mongent than the current standards of OSHA. Thesldgment,
proposal or adoption of more stringent standardg afif@ct the buying decisions by the users of bienyl-
containing products. If the standards are made sitiregent and/oour customers or other downstream users dt
to reduce their use of beryllium-containing prodyciur operating results, liquidity and financiahdition could be
materially adversely affected. The impact of trogemtial adverse effect would depend on the natoceextent of
the changes to the standards, the cost and albilityeet the new standards, the extent of any riguict customer
use and other factors. The magnitude of this patieadverse effect cannot be estimated.

Financial Position

Net cash from operating activitiewas $11.7 million in the first half of 2009 as #féects of depreciation and a
net reduction in working capital items more thafsef the net loss. Net cash from operations irsét®nd quarter
2009 alone was $25.8 million, a significant impnment over the first quarter of 2009 when cash usegberations
totaled $14.1 million.

Cashbalances stood at $21.0 million as of the end efstbcond quarter 2009, an increase of $2.5 milfmm
yearend 2008 as the cash flow from operations was ithare sufficient to fund capital expenditures andductior
of debt.

Accounts receivabléotaled $74.1 million as of the end of the secoundrtgr 2009, a decrease of $13.8 million,
or 16%, from December 31, 2008. The decline inivat®es is due to sales in the second quarter ey lower
than sales in the fourth quarter 2008 and a redludti the average collection period.

We continued to aggressively monitor and managem@dit exposures in light of the current econoafiimate.
The bad debt expense for the first half of 2009 ivamaterial. While there were no significant accsunritten off
during the first half of 2009, the depth and breaaftthe current economic crisis has resulted érépid
deterioration in the financial condition of numesaompanies.

Other receivablesotaling $4.6 million as of the end of the secondrter primarily represented amounts
outstanding for reimbursement of equipment purathaseler a government contract. Outstanding recligads of
December 31, 2008 from the government under thisract totaled $2.0 million. The $3.4 million batanas of
December 31, 2008 also included $1.4 million doenfescrow as a result of the finalization of thechase price
for the Techni-Met acquisition that was collectedull during the first quarter 2009.

Inventoriesof $132.9 million as of July 3, 2009 were $23.8limil, or 15%, lower than the balance as of
December 31, 2008. Due to the continued inventedyctions and the improved sales in the secondeyuss
compared to the first quarter, the inventory tueranatio, a measure of how quickly inventory isisoh average,
was essentially unchanged as of the end of thendegpaarter from the year-end 2008 level.

The majority of the decline in inventory levels wasSpecialty Engineered Alloys. In addition to @4
reduction in pounds during the first half of 2008&do the lower level of business, the value dediftom a shift in
the inventory make-up as the quantity of the higlsued finished goods inventory decreased by niwa®e the
lower valued feedstocks and work-in-process.

Inventories at Engineered Material Systems declamgatoximately 19% in response to the lower level o
business. Inventories at Advanced Material Tectgielbband Services were slightly lower at the enthefsecond
quarter 2009 than year-end 2008. Inventories wi@ryllium and Beryllium Composites increased duéheir
business levels and other factors.

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 materialspigiclg gold, copper and nickel, is charged to césates in the
current period. The older, and often times lowests are used to value the inventory on hand. Térerecurrent
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changes in the cost of raw materials subject td.tR® valuation method have only a minimal impactahanges in
the inventory carrying value.

Prepaid expensetotaled $26.4 million as of the end of the secoundrter 2009, an increase of $2.7 million
from year-end 2008. The change in the balance wadgfly due to recording an income tax benefihassult of the
operating loss in the first half of 2009. The baksfor other miscellaneous prepaids, includingriasce and
manufacturing supplies, changed due to the timfngagments.

Other assetsvere $32.2 million at the end of the second qu&®®9 and $34.4 million at the end of 2008. 1
$2.2 million reduction was largely due to the anzation of intangible assets, including deferrethficing costs.

Capital expendituregor property, plant and equipment and mine develamntotaled $16.4 million in the first
half of 2009.

Capital spending in the first half of 2009 includitl.1 million for the design and development &f tiew
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 estimatedé¢ approximately $90.4 million; we will contrileutand,
buildings, research and development, technologyoamgging operations valued at approximately $23IBom to
the project. The DoD will reimburse us for the Imai@ of the project cost. Reimbursements from thB Bie
recorded as unearned income and included in atingrterm liabilities on the Consolidated Balance&k. We
anticipate the facility will be completed in theufth quarter 2010.

The remaining $5.3 million of spending in the finstlif of 2009 was on small, isolated projects axtbe
organization. Spending by Advanced Material Tecbgi@s and Services was $2.1 million and includeshdng or
a micro-slitter and clean room at Techni-Met. Spegdby Specialty Engineered Alloys was $1.0 millidine
balance of the spending was divided among the tWereportable segments and the corporate offibéch
included spending on computer software implemeonati

The spending rate, exclusive of the amounts reisgaiby the government, was lower than the firdtdfa200€&
and the total depreciation and amortization legellfie first half of 2009 as we reduced the spemndite due to the
operating losses being generated. Capital experditure generally limited to high priority and/oaintenance
capital levels only.

Other liabilities and accrued itemwere $30.7 million at the end of the second qua®&9 and $45.1 million
at the end of 2008. The majority of this declineswlae to the payment of the 2008 incentive compiemseuring
the first quarter 2009. The liability for the faialue of outstanding derivative contracts alsoided during the first
half of 2009 due to changes in the market exchaaigs relative to the contract rates. Other acsruatluding
accruals for utilities and fringe benefits, dectingy more minor amounts as well.

Unearned revenuewhich is a liability representing products invoidedcustomers but not shipped, was
$2.1 million as of July 3, 2009 versus $0.1 millasof December 31, 2008. Revenue and the assbomtegin will
be recognized for these transactions when the gelugstitle passes and all other revenue recagnitriteria are
met. Invoicing in advance of the shipment, whicbrigy done in certain circumstances, allows usoltect cash
sooner than we would otherwise.

Other long-term liabilitieswere $29.7 million as of the end of the second gu&009 compared to
$19.4 million as of year-end 2008. This increase p@marily due to payments received from the gorent under
the contract for the design of the new berylliuradurction facility in 2009. These payments are d@skas a long-
term unearned income liability. The liability widke relieved to income over the life of the facilityce it is built and
placed into service.

Theretirement and post-employment bendfilance totaled $81.4 million at the end of theoadayuarter
2009, a decline of $15.8 million from the balant®acember 31, 2008. This balance representsahaity under
our domestic defined benefit pension plan, theeetmedical plan and other retirement plans antguployment
obligations.
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The main cause for the decline was contributiotedit@y $14.0 million to the domestic pension plamidg the
first half of 2009; we anticipate making additiocahtributions totaling an estimated $3.8 milliortiie second half
of the year. The pension liability was also affeldby the curtailment and the associated remeasunte otber
comprehensive income adjustments and the quagrpgnse. The movement in the liability due to tkge@se on
the retiree medical plan and the other retireméarigpwas generally offset by the cash paid.

Debttotaled $38.4 million at the end of the second 009, a decrease of $3.4 million from the td&bt o
$41.8 million at the end of 2008. Debt had increab£0.9 million in the first quarter 2009 as a fesfithe
$12.1 million pension plan contribution and the lost offset in part by changes in working capatadl other factor
in that period. Debt then declined $14.3 milliorttie second quarter 2009 as a result of the strasl flow from
operating activities and limited capital expenditiduring the quarter.

Short-term debt, which included foreign currencpalainated loans and a gold-denominated loan, was
$26.9 million as of the end of the second quar®@&92 The current portion of long-term debt was $@ikion, while
long-term debt was $10.9 million. We were in coraptie with all of our debt covenants as of the drittie@second
quarter 2009.

Shareholders’ equityf $341.3 million at the end of the second quaztE#9 was $5.8 million lower than the
balance of $347.1 million as of year-end 2008. @éeline was primarily due to the comprehensive éfss
$7.6 million (see Note E to the Consolidated Fin@rn8tatements). Equity was also affected by stmokpensation
expense, the exercise of options and other factors.

Prior Year Financial Position

Net cash from operating activities was $6.2 milliorthe first half of 2008 as net income and thedfiés of
depreciation and amortization more than offsetnsteincrease in working capital, including increasetrade
receivables and inventory. Receivables grew $22lliomdue to higher sales in the second quart@8han the
fourth quarter 2007, a slower collection period #melacquisition of Techni-Met. The other receieabl
$11.3 million as of December 31, 2007 represerttiegamount due under a legal settlement with auméo insurer
was collected in full in the first quarter 2008vémtories increased $15.9 million, or 10%, in tingt half of 2008
due to a slower inventory turnover, increased ngraotivity in Utah and the Techni-Met acquisitiardan support
of the higher level of anticipated business witthia Advanced Material Technologies and Servicemsat; Other
liabilities and accrued items declined $11.3 millia the first half of 2008 largely as a resultlé payment of the
2007 incentive compensation to employees. Capiadrditures were $14.8 million in the first half2808, which
was below the level of depreciation and amortizatio

We used a combination of cash and additional bargsvto fund the $86.5 million acquisition of Teéitet.
In addition, immediately after the acquisition, ga@d its precious metal inventory for its fair valaf $22.9 million
and consigned it back under existing lines. Outitandebt totaled $87.1 million at the end of tlstfhalf of 2008,
an increase of $51.6 million from year-end 2007e €hsh balance stood at $15.2 million, a declir&l6f6 million
from December 31, 2007.

Off-Balance Sheet Arrangements and Contractual Obgjations

We maintain the majority of our precious metal intagies on a consignment basis in order to reduce o
exposure to metal price movements and to reducavorking capital investment. The balance outstagdinder the
off-balance sheet precious metal consigned invgraoangements totaled $85.5 million at the enthefsecond
quarter 2009, a decrease of $18.7 million from yaat 2008 as the quantities on hand decreasedpomee to the
lower business levels.

The quantity impact on the balance outstandingefiet in part by the metal price impact as priceseased
in the first half of 2009 over the year-end 2008 ¢s.

There have been no substantive changes in the synufneontractual obligations under long-term debt
agreements, operating leases and material purchasmitments as of July 3, 2009 from the year-er@B20tals as
disclosed on page 40 of our Annual Report on FddAK Tor the year ended December 31, 2008.
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Liquidity

We believe funds from operations plus the avail&ldeowing capacity and the current cash balanee ar
adequate to support operating requirements, capitsnditures, projected pension plan contributistrategic
acquisitions and environmental remediation projethe total debt-to-debt-plus-equity ratio, a measif balance
sheet leverage, was 10% as of the end of the separter 2009 compared to 13% as of the end dirdtequarter

2009. The ratio was also lower than any quarterseémce the fourth quarter 2007, which was priathe acquisition
of Techni-Met.

Despite the net loss in the first half of 2009, tdddxlined by $3.4 million while cash increaseds®aillion.
The total debt balance of $38.4 million was thedstwquarterly balance since year-end 2007 whiledisé balance
of $21.0 million was the highest since year-end7289 well. There are no mandatory long-term dgidyments to
be made in the second half of 2009.

We had approximately $116.9 million of availabledowing capacity under the existing lines of crexitof
July 3, 2009. A covenant in the revolving creditesgment limits the available borrowing capacity emithat
agreement based upon the latest twelve monthgoihga, interest, taxes, depreciation, amortizatiod other
factors. Depending upon the final operating redoltshe third quarter 2009, the available borrayvirmpacity under
the revolving credit agreement as of the end othive quarter 2009 may be significantly lower thiwas as of the
end of the second quarter 2009 as a result otthvisnant, but we anticipate that the available cigpahould still b
in excess of the levels needed to fund currentatjoers.

The available and unused capacity under the mietaiding lines totaled approximately $79.8 millas of
July 3, 2009.

Critical Accounting Policies

Pensions. In accordance with accounting guidelines, we migiteed that we had a curtailment of the domestic
defined benefit pension plan in the first quart@®2 due to a significant reduction in employmerg.aresult, the
pension plan liability was remeasured as of Felyr@8r 2009 (the curtailment date) using revisedigipant data,
updated asset values and other factors. The vaasgismptions used to value the plan, includingltbeount rate
and the expected rate of return on plan assetg, igiewed to determine if any revisions were waed. Based
upon our review, the discount rate used to meabarelan liability as of February 28, 2009 andekpense for the
year from that date forward, was increased to 6.80% 6.15% as of December 31, 2008. The rate as&@evas du
to changes in the market conditions as we useddim® process used to develop the discount ratmpteu as of
February 28, 2009 as we did at year-end 2008. \irrd@ned that revisions to the expected rate afrredn plan
assets and other key assumptions were not warrastetiFebruary 28, 2009.

As a result of the curtailment, the 2009 annuakese for the plan was reduced from $5.3 millioestgnated
previously to $4.3 million after the impact of tbertailment. In addition, we recorded a one-timgailment gain in
the first quarter 2009 of $1.1 million due to tleeagnition of a portion of the previously unrecamgd prior service
cost benefit. Therefore, the net all-in expensefii9 is projected to be $3.2 million after thetailiment. The 2008
expense was $4.8 million.

For additional information regarding critical acating policies, please refer to pages 42 to 45unfAnnual
Report on Form 10-K for the year ended DecembeRBQ8. Except as set forth above, there have beenaterial
changes in our critical accounting policies sifoeinclusion of this discussion in our Annual Reer Form 10-K.

Market Risk Disclosures

For information regarding market risks, pleasemrtdgages 45 to 47 of our Annual Report on ForaKifor
the year ended December 31, 2008. There have lmeeraterial changes in our market risks since thiigion of
this discussion in our Annual Report on Form 10-K.

Outlook

We believe that the majority of the fall-off in os@les in 2009 from the 2008 levels was due tgtbleal
economic crisis and not due to a loss of applicatiave believe a portion of the improvement in saethe second
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quarter 2009 over the first quarter 2009 resultethfa reduction in the inventory overhang in thepdy chain that
was built-up prior to the beginning of the cridige also believe that as the general economy starecover, our
sales, particularly into those markets directlyen by changes in consumer spending, will genernalprove as
well. The sales order entry rate improved durireggbcond quarter 2009 over the first quarter 280811 While this
is encouraging, given the breadth and depth oétmmomic crisis, it is too difficult to know wheththese
improvements are significant enough to signal thafcrisis has indeed bottomed out.

Our sales into the defense and medical marketsdradined firm during the early portions of the emmic
crisis. However, although medical sales softenathduhe second quarter 2009, we believe theyimiirove in the
second half of 2009 over the second quarter l&aé in the second quarter 2009, we started talskgs and push
outs of defense orders in portions of our busif@sthe second half of 2009. On the positive sttere were not
significant order cancellations and the 2010 oltlfar defense orders remains solid.

In addition, we continued our new application depehent work, recognizing that, even in down markisre
are opportunities to expand our market share oeldpwnew platforms to better position ourselvesiben the
economy improves.

We remain committed to the cost-saving initiatittest were implemented in the first half of 200%tasy had a
significant favorable impact on our operating resuResources will only be added back in a cordothanner and
when justified by growth in volumes and/or profitéip.

Forward-Looking Statements

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

» The global economy, including the uncertaintieates to the impact of the current global economigis;

» The condition of the markets in which we serve, thbedefined geographically or by segment, with the
major market segments being telecommunicationsantputer, data storage, aerospace and defense,
automotive electronics, industrial components, iappk and medica

« Changes in product mix and the financial conditibcustomers
« Actual sales, operating rates and margins fortird fjuarter and the year 20(
» The successful implementation of cost reductiofiatives;

« Our success in developing and introducing new petsdand new product ramp-up rates, especially fdien
applications in the data storage marl

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

e Our success in integrating newly acquired busirse:

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

» The availability of adequate lines of credit and #ssociated interest rates and/or f

« Other financial factors, including cost and availgbof raw materials (both base and precious nsgtanetal
financing fees, tax rates, exchange rates, pemsists and required cash contributions and otheismee
benefit costs, energy costs, regulatory complianasts, the cost and availability of insurance dneditnpact
of the Compan’s stock price on the cost of incentive ple

« The uncertainties related to the impact of war @nibrist activities
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< Changes in government regulatory requirements lam@énactment of new legislation that impacts our
obligations and operation

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

» The risk factors set forth in Part 1, Iltem 1A of dunnual Report on Form 10-K for the year ended
December 31, 200!

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, 2008.

Iltem 4. Controls and Procedures

We carried out an evaluation under the superviaimhwith participation of management, including @teef
Executive Officer and Chief Financial Officer, tieteffectiveness of the design and operation ofi@malosure
controls and procedures as of July 3, 2009 purdoaRtle 13a-15(b) under the Securities ExchangeoAt934, as
amended. Based upon that evaluation, our managemelouiding the Chief Executive Officer and Chieh&ncial
Officer, concluded that our disclosure controls pratedures were effective as of the evaluatioa.dat

In the second quarter 2009, the Company impleme®#d?l (an information technology system for accaugnti
sales and manufacturing) at one of its domestititias. SAP was implemented in part to improvesimial control
over financial reporting at this facility. This atge in systems was subject to thorough testingevidw by interna
and external parties both before and after finglé@mentation. SAP had previously been implemented a
significant number of the Compasydther facilities. The Company continually stritesmprove its internal contr
over financial reporting to provide reasonable easte regarding the reliability of financial repog and the
preparation of financial statements for externappses in accordance with GAAP.

Except as set forth above, there have been no ekangur internal control over financial reportidgntified
in connection with the evaluation required by Ri#a-15 under the Securities Exchange Act of 1984naended,
that occurred during the quarter ended July 3, 2888have materially affected, or are reasonakéhl to
materially affect, our internal control over finaaaeporting.
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PART Il OTHER INFORMATION

Item 1. Legal Proceedings

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

Beryllium Claims

As of July 3, 2009, our subsidiary, Brush Wellman.) was a defendant in eight proceedings in vargtate
and federal courts brought by plaintiffs allegihgttthey have contracted, or have been placedlaoficontracting,
chronic beryllium disease or other lung conditiassa result of exposure to beryllium. Plaintiffdbaryllium cases
seek recovery under negligence and various otlget theories and seek compensatory and punitiveadas) in
many cases of an unspecified sum. Spouses of skamiffs claim loss of consortium.

During the second quarter of 2009, the number oflligm cases decreased from nine (involving 37rls)
as of April 3, 2009 to eight cases (involving 28iptiffs) as of July 3, 2009. In one case, in which trial court
granted summary judgment in favor of the Companatober 30, 2007, and which was affirmed on appeal
January 13, 2009, the time for filing a writ of terari with the U.S. Supreme Court has passed tlamdase is
finally resolved and dismissed. No cases were filesettled during the quarter.

The eight pending beryllium cases as of July 392@ll into two categories: Six cases involvingthparty
individual plaintiffs, with 16 individuals (and orspouse who has filed a claim as part of his spsusse and two
children who have filed claims as part of theirgrdis case) and two purported class actions, inwglten named
plaintiffs, as discussed more fully below. Claimmeumght by third-party plaintiffs (typically emploge of our
customers or contractors) are generally coveredabying 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 Maerin,
Lisa Marin, Garfield Perry and Susan Perry. Theddénts 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 represend 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, revatafibusiness license, and compensatory and pardtvnages.
Messrs. Marin, Perry, Thomas, White, Joffrion, Joard Kesselring represent current and past emgaayfeBoein
in California; and Ms. Marin and Ms. Perry are sggsl Defendant Appanaitis Enterprises, Inc. wasidiged 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 named 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 approved
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guidelines and procedures for medical screeninghamitoring of the class, attorneyses and expenses. Defenc
Tube Methods, Inc. filed a third-party complaintagst Brush Wellman Inc. in that action on Novemb&r 2006.
Tube Methods alleges that Brush supplied beryllzontaining products to U.S. Gauge, and that Tubthbtis
worked on those products, but that Brush is liabl€ube Methods for indemnification and contribati@rush
moved to dismiss the Tube Methods complaint on Bdeg 22, 2006. On January 12, 2007, Tube Methdets din
amended third-party complaint, which Brush movedismiss on January 26, 2007; however, the Couniedethe
motion on September 28, 2007. Brush filed its amgwéhe amended thirgarty complaint on October 19, 2007.
November 14, 2007, two of the defendants filediat jmotion for an order permitting discovery to reake
threshold determination of whether plaintiff is siéized to beryllium. On February 29, 2008, Brutédf a motion
for summary judgment based on plaintiff's lack o aubstantially increased risk of CBD. Oral arguairen this
motion took place on June 13, 2008. On Septembe2(BIB, the court granted the motion for summadginent in
favor of all of the defendants and dismissed pifimtclass action complaint. On October 29, 200Rjntiff filed a
notice of appeal. The Court of Appeals has graatetbtion to stay the appeal due to the bankruptone of the
appellees, Millennium Petrochemicals. On April 802, Small Tube Manufacturing filed a motion folig&in
bankruptcy court from the automatic stay, askireg the bankruptcy court modify the stay to allowaliriiube
Manufacturing’s indemnification claim against Milleium Petrochemicals and the Anthony case to prbtreénal
judgment, including all appeals. On May 14, 200@, bankruptcy court approved a stipulation and romttedifying
the automatic stay to permit Millennium Petrocheatéand Small Tube Manufacturing to participatéhimappeal.
On May 27, 2009, Small Tube Manufacturing filedusmpposed motion with the Court of Appeals totlif stay,
which the court granted on June 22, 2009.

Other Claims

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

In the first action, filed in April 2003 by WAM agest Target in the U.S. District Court, Westerntibiét of
New York (caseno. 03-CV-0276A (SR)) (the NY Action), WAM had ask#he Court for a judgment declaring
certain Target patents invalid and/or unenforceah awarding WAM damages. Target counterclaimiedjialg
infringement of those patents and seeking a judgfieernfringement, an injunction against furthafringement
and damages for past infringement. Following cengoceedings in which WAM was denied an injunction
prevent Target from suing and threatening to sueMéAcustomers, Target filed an amended counterckaicha
third-party complaint naming certain of WABItustomers and other entities as parties to e aad adding relat
other patents to the NY Action. The action tempbravas stayed pending resolution of the ownerssspe in the
CA Action (defined below), as discussed more folow. On January 26, 2009, the Court in the CAidkcorderes
that the case and remaining issues be transfeyrbe tCourt in the NY Action. As a result, the stayhe NY Actior
has been lifted, and the Court in the NY Action bassolidated the CA Action with the NY Action. Withe partie
having resumed pre-trial proceedings, Target hadesh¢he Court to further amend its counts for iif@ment to
include only certain claims of six of the paterisroed to be owned by Target. If granted, Target'snts for
infringement of other claims in those patents @rather patents claimed to be owned by Target di&wel removed
from the NY Action. WAM had opposed the motion e extent Target seeks dismissal without prejudidbe
counts for infringement of the other claims andeotpatents. Following a Court hearing on Targetgion to
amend its pleadings and upon agreement of theepaftarget further amended its counts for infringetto include
a total of nine U.S. patents and withdrawing fotlireo patents. In response to Target’s amendmadtg pfeadings,
WAM moved for (a) dismissal of Target’'s counts fack of jurisdiction on the basis that Target dad awn the
patents, (b) terminating sanctions on the basigigétion misconduct by Target, and (c) a staylisicovery pending
a decision by the Court on the first two WAM motigmall of which motions are pending. WAM continteslispute
Target's claims of ownership of all of the patesutsl denies both validity and infringement of théepaclaims. A
trial currently is expected to be held in 2010.
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Target in September 2004 filed in the U.S. Dist@ourt, Central District of California (case
no. SAC04-1083 DOC (MLGX)), a separate action fidingement of one of the same patents named ilNthe
Action (the CA Action), naming as defendants WAMIarertain of WAM'’s customers who purchase certaiNV
sputtering targets. Target sought a judgment tlepatent is valid and infringed by the defendaasermanent
injunction, a judgment on ownership of certain Engatents, damages adequate to compensate Tar¢jeet f
infringement, treble damages and attorneys’ fedscasts. In April 2007, Sony DADC U.S., Inc. amantger Sony
companies (Sony) had intervened in the CA Acti@ineing ownership of that patent and others of temts that
Target is seeking to enforce in the NY Action. Serofaim was based on its prior employment of thteptee and
Targets founder, Han H. Nee (Nee), and had included sadédrfor damages against both Target and Nee. WA
behalf of itself and its customers has a paid-cgnise from Sony under any rights that Sony hasdgset patents.
Although trial of the CA Action had been scheduledMarch 2009, in December 2008, a confidentitlement
agreement was reached between Target and Sonyllassva partial settlement agreement between Targe
WAM releasing WAM and its customers from infringemhef the one named patent. As a result, the issaes
subject to any settlement were (1) a remaining touwhich the Target parties had requested a judgrdeclaring
that Target is the owner of certain of the Targdepts and (2) WAM's request for sanctions agaiasget.
Pursuant to various stipulations filed by the gartthe Court on January 6, 2009 ordered a dishvigtbaprejudice
of all of the respective intervention claims andmigrclaims between the Target parties and the Sompanies,
and a dismissal without prejudice of the countémtéaby WAM and its defendant customers, the exoedtieing th
remaining declaratory judgment count on patent oship. Following motions filed by the parties, @@eurt on
January 26, 2009 ordered that the case and rergagsunes be transferred to the Court in the NY @xcti

Item 2. Unregistered Sales of Equity Securities and Use Broceeds

During the three months ended July 3, 2009, wehased common shares for directors who electedfér de
their annual director fees and are held in a rédoist established under our 2006 Non-employee BirecEquity
Plan as follows:

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

April 1 through 30, 200! 2,080 $ 15.2¢ — —

Item 4. Submission of Matters to a Vote of Security Holder:
(a) The Company’s Annual Meeting of Shareholderfi09 was held on May 6, 2009.

(b) The first matter was the election of Directdtsur directors were elected to serve for a tertiefe years
by the following vote:

Shares

Shares Votec Shares Votel Shares Votec “Non-

“For” “Against” “Abstaining” Voted”

Richard J. Hipple 16,789,75 368,57: 25,35( —
William B. Lawrence 16,744,14. 410,30: 29,23t —
William M. Madar 16,584,31 568,26: 31,10¢ —
Craig S. Shula 16,968,33 184,73 30,60¢ —

The following directors continued their term ofioff after the meeting: Albert C. Bersticker,
Joseph P. Keithley, Vinod M. Khilnani, William Balwrence, William Pryor, N. Mohan Reddy, William R.
Robertson and John Sherwin, Jr.
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(c) The second matter was a vote to approve thedment to the Company’s Code of Regulations tonathe
Board of Directors to amend the Code of Regulattortbhe extent permitted by Ohio law. The tabulaiid votes fo
the approval of the amendment, is as follows:

For 15,400,55
Against 1,650,40.
Abstain 132,72:
Broker Nor-votes 0

(d) The third matter was a vote to ratify the appmient of Ernst & Young LLP as Brush Engineered dviats’
auditors for the fiscal year ending December 30920 he tabulation of votes for the appointmenticiviwas
ratified, is as follows:

For 16,723,70
Against 421,19
Abstain 38,77¢
Broker Nor-votes 0

ltem 5. Other Information

On August 5, 2009, the Compensation CommitteeeBibard of Directors approved the Second Amendito
the Brush Engineered Materials Inc. Amended anda®ess Executive Deferred Compensation Plan I (“EEDC).
This amendment reflects changes with the trustpastthe related grantor trust and provides adaiiio
administrative provisions and protections in thergwof a change of control of the Company.

Item 6. Exhibits
3  Amended and Restated Code of Regulat
10.1 Form of Trust Agreement between the Company anelijdvianagement Trust Compa
10.2 Second Amendment to the Amended and Restated Exe@eferred Compensation Plar
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 Examnge Act of 1934, the registrant has duly causedith
report to be signed on its behalf by the undersigriethereunto duly authorized.

BRUSH ENGINEERED MATERIALS INC.

/sl John D. Grampa

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

Dated: August 11, 2009
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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 SarbamésyO
Act of 2002



Exhibit 3

AMENDED AND RESTATED CODE OF REGULATIONS
OF
BRUSH ENGINEERED MATERIALS INC.
Shareholder Meetings

1. Time And Place Of Meetings. All meetings of #iareholders for the election of directors ordiey other
purpose will be held at such time and place, withimithout the State of Ohio, as may be designhiethe Board
of Directors or, in the absence of a designatiothieyBoard of Directors, the Chairman of the Baafr®irectors, if
any (the “Chairman”), the President, the Secretargny other individual entitled to give notice puant to
Regulation 4. The time of the meeting shall beegtan the notice of meeting. The Board of Directay postpone
and reschedule any previously scheduled annuglemia meeting of the shareholders.

2. Annual Meeting. An annual meeting of the shal@drs will be held at such time and place as naay b
designated pursuant to Regulation 1, at which mgetie shareholders will elect directors to sucdbede directors
whose terms expire at such meeting and will transach other business as may be brought propeftydte
meeting in accordance with Regulation 9. If thetmimeeting is not held or if the number of direstelected
thereat is not sufficient to replace the directe®se terms expire at that meeting and to filb#tler vacancies,
directors may be elected at a special meetingctédiethe purpose of electing directors.

3. Special Meetings. (a) Special meetings of $t@ders may be called by the Chairman, by the Beasj by «
Vice President, by a majority of the Board of Diars acting with or without a meeting or by anyguar or persons
who hold not less than 50% of all the shares ondtitey and entitled to be voted on any proposaktslbmitted at
the meeting to be called. Special meetings of tiddns of shares that are entitled to call a spewéeting by virtue
of any Preferred Stock Designation may call sucktings in the manner and for the purposes proviid&ae
applicable terms of such Preferred Stock Designafor purposes of this Amended and Restated Cbde o
Regulations, “Preferred Stock Designation” meaesakpress terms of shares of any class or seriegpthl stock
of the Corporation, whether now or hereafter isswéth rights to distributions senior to those loé tCommon Stoc
including, without limitation, any relative, parating, optional or other special rights and peges of, and any
qualifications or restrictions on, such shares.

(b) Upon written request by any person or persotiied to call a meeting of shareholders delivaregderson
or by registered mail to the President or the Sanyesuch officer shall forthwith cause noticeloé meeting to be
given to the shareholders entitled to notice ohsmeeting in accordance with Regulation 4. If snotice shall not
be given within 60 days after the delivery or mmgliof such request, the person or persons reqgeaknmeeting
may fix the time of the meeting and give, or cataske given, notice in the manner provided in Ratjomh 4.

4. Notice Of Meetings. Written notice of every rtieg of the shareholders called in accordance thigse
Regulations (including any postponed and rescheduleeting), stating the time, place and purposewifich the
meeting is called, will be given by or at the direc of the President, a Vice President, the Sacyeir an Assistant
Secretary (or in case of their refusal to give cety the person or persons entitled to call thetimg under
Regulation 3). Such notice mill be given by perdal@divery, by mail or by electronic medium not femthan 7 nor
more than 60 calendar days before the date of deting to each shareholder of record entitled t@wa®f such
meeting. If such notice is mailed, it shall be a&dded to the shareholders at their respective salE@s they appear
on the records of the Corporation, and notice diemtieemed to have been given on the day so mbitdate of
adjournment of a meeting need not be given ifithe &and place to which it is adjourned are fixed announced at
such meeting.

5. Inspectors. Inspectors of election may be agpdito act at any meeting of shareholders in aecwre with
Ohio law.

6. Shareholder Lists. At any meeting of sharehs|den alphabetically arranged list, or classifist$, of the
shareholders of record as of the applicable redatd who are entitled to vote, showing their respe@ddresses
and the number and classes of shares held by €zalhpe produced on the request of any sharehe




7. Quorum. To constitute a quorum at any meetfrghareholders, there shall be present, in persby o
proxy, shareholders of record entitled to exeromgless than a majority of the voting power of @@poration in
respect of any one of the purposes for which thetimg is called, unless a greater or lesser nuislextpressly
provided for with respect to a particular classeries of capital stock by the terms of any apple#referred Stoc
Designation. Except as may be otherwise providexhinPreferred Stock Designation, the holdersmbgority of
the voting power of the Corporation representegrson or by proxy at a meeting of shareholdergtiér or not a
guorum be present, may adjourn the meeting frora timtime. For purposes of this Amended and Reb@eele of
Regulations, “voting power of the Corporatiamtans the aggregate voting power of (a) all thetaotling shares
Common Stock of the Corporation and (b) all thestartding shares of any class or series of capdek ©f the
Corporation that has (i) rights to distributiongise to those of the Common Stock including, withlmitation, any
relative, participating, optional or other specights and privileges of, and any qualificationgestrictions on, suc
shares and (i) voting rights entitling such shacegote generally in the election of directors.

8. Voting. Except as otherwise expressly requingthw, the Amended and Restated Articles of Inocapion
or this Amended and Restated Code of Regulatidras)yameeting of shareholders at which a quoruprésent, a
majority of the votes cast, whether in person oploxy, on any matter properly brought before songeting in
accordance with Regulation 9 will be the act ofshareholders. An abstention shall not representacast. A
shareholder may revoke any proxy that is not ircelate by attending the meeting and voting in persdoy filing
with the Secretary written notice of revocatioredater appointment. The vote upon any questionditbbefore a
meeting of the shareholders may be by voice vatiess otherwise required by law, the Amended arsdaRed
Articles of Incorporation or this Amended and ReslaCode of Regulations or unless the presidinigafbtherwis
determines. Every vote taken by written ballot Wi counted by the inspectors of election, if icspes of election
are appointed.

9. Order Of Business. (a) The Chairman, or subbratfficer of the Corporation as is designatec byajority
of the total number of directors that the Corpamativould have if there were no vacancies on thedo&Directors
(such number being referred to as the “Whole Basdill call meetings of shareholders to order awilll act as
presiding officer thereof. Unless otherwise deteediby the Board of Directors prior to the meetihg, presiding
officer of the meeting of shareholders will alsaedtmine the order of business and have the awhiartis or her
sole discretion to regulate the conduct of any suehkting, including, without limitation, (i) by inaging restrictions
on the persons (other than shareholders of thedCatipn or their duly appointed proxies) who magmad any such
shareholders’ meeting, (ii) by ascertaining wheth®y shareholder or his proxy may be excluded fao;nmeeting
of shareholders based upon the presiding offiatermination that any such person has unduly pliscuor is
likely to disrupt the proceedings of the meetind &ii) by determining the circumstances in whiciddime at
which any person may make a statement or ask quesdit any meeting of shareholders.

(b) At an annual meeting of the shareholders, sath business will be conducted or considered pofzerly
brought before the meeting. To be properly brolgibre an annual meeting, business must be (ijfsgzemn the
notice of meeting (or any supplement thereto) givgmr at the direction of the President, a Viceditent, the
Secretary or an Assistant Secretary in accordaitbeRegulation 4, (ii) otherwise properly brougletfbre the
meeting by the presiding officer or by or at theediion of a majority of the Whole Board or (iijh@rwise properly
requested to be brought before the meeting by relsbler of the Corporation in accordance with Ratipn 9(c).

(c) For business to be properly requested by abb#der to be brought before an annual meeting, the
shareholder must (i) be a shareholder of the Catjmor of record at the time of the giving of thdioe for such
annual meeting as provided for in this Amended Restated Code of Regulations, (ii) be entitleddte\at such
meeting and (iii) have given timely written notickthe request to the Secretary. To be timely,aaediolders notice
must be delivered to or mailed and received aptireipal executive offices of the Corporation fewer than 60
nor more than 90 calendar days prior to the anmeating; provided, however, that in the event mubli
announcement of the date of the annual meetingtisnade at least 75 calendar days prior to the afatee annual
meeting and the annual meeting is held on a date than ten calendar days before or after thedinsiversary of
the date on which the prior year’s annual meetiag feld, notice by the shareholder, to be timelystrbe so
received not later than the close of business eri@ith calendar day following the day on which publ
announcement is first made of the date of the dnmeating. A shareholder’s notice to the Secremangt set forth
as to each matter the shareholder proposes to beifage the annual meeting (A) a description irsosable detail
of the business desired to be brought before thaameeting and the reasons for conducting susiméss at the
annual meeting, (B) the name and address, as gpmaaon the Corporation’s books, of the sharelgldgposing
such business and of the beneficial owner, if othan the shareholder, on whose behalf the profp®sahde,

(C) the class and number of shares of the




Corporation that are owned beneficially and of rdduy the shareholder proposing such business watiteb
beneficial owner, if other than the shareholderwbiose behalf the proposal is made and (D) anynmahieterest of
the shareholder proposing such business and thefiti@howner, if other than the shareholder, orosdbehalf the
proposal is made in such business. Notwithstantiedoregoing provisions of this Amended and Rest&ode of
Regulations, a shareholder must also comply withglicable requirements of the Securities Excleafgt of
1934, as amended, and the rules and regulatioreutider with respect to the matters set forth i Regulation 9
(c). For purposes of this Regulation 9(c) and Ratiuh 14, “public announcement” means disclosura jmess
release reported by the Dow Jones News Serviceciaed Press, or comparable national news seovicea
document publicly filed by the Corporation with tBecurities and Exchange Commission pursuant thddecl 3,
14 or 15(d) of the Securities Exchange Act of 1&&amended, or publicly filed by the Corporatiathvany
national securities exchange or quotation servVioeugh which the Corporation’s stock is listedraded, or
furnished by the Corporation to its shareholdexgthitg in this Regulation 9(c) will be deemed téeaf any rights
of shareholders to request inclusion of proposathé Corporation’s proxy statement pursuant teeRdla-8 under
the Securities Exchange Act of 1934, as amended.

(d) At a special meeting of shareholders, only duetiness may be conducted or considered as igihyop
brought before the meeting. To be properly brolgtibre a special meeting, business must be (i)jfsgekan the
notice of the meeting (or any supplement theretagrgby or at the direction of the President, aeviRresident, the
Secretary or an Assistant Secretary (or in casleedf failure to give any required notice, the athersons entitled
give notice) in accordance with Regulation 4 ordtherwise brought before the meeting by the giegiofficer or
by or at the direction of a majority of the Wholeadd.

(e) The determination of whether any business soiaghbe brought before any annual or special mgetfrthe
shareholders is properly brought before such mgétimccordance with this Regulation 9 will be magehe
presiding officer of such meeting. If the presidofficer determines that any business is not plggaought before
such meeting, he or she will so declare to the imgeind any such business will not be conductezbosidered.

10. Report To Shareholders. At the annual meetingt the meeting held in lieu thereof, the officef the
Corporation shall lay before the shareholders aniifal statement as required by statute.

11. Action Without A Meeting. Any action that mhg authorized or taken at a meeting of the shadehsl
may be authorized or taken without a meeting irrieing or writings signed by all of the shareholslerthowould be
entitled to notice of a meeting for such purposeictv writing or writings shall be filed with or esred upon the
records of the Corporation.

DIRECTORS

12. Function. Except where the law, the AmendatiR@stated Articles of Incorporation or this Ameth@ad
Restated Code of Regulations requires action tutigorized or taken by the shareholders, all o&ilt@ority of the
Corporation shall be exercised by or under thectlva of the Board of Directors.

13. Number, Terms And Election Of Directors. (&gTdirectors of the corporation, other than thobe may
be expressly elected by virtue of the terms of Rreferred Stock Designation, shall be classifietth wespect to the
rime for which they severally hold office into tlerelasses. Except as may be otherwise providedyifPeeferred
Stock Designation, each class will consist of egslthan three directors, unless and until the eumwtdirectors of
any such class is changed in accordance with tggiRtion 13. The number of directors of any claitisbe
determined from time to time by (i) the affirmativete of the holders of a majority of the votingnmy of the
Corporation, voting together as a single clasgiijoa vote of a majority of the Whole Board, prded that the
number of directors of any class changed by a @béemajority of the Whole Board shall not differ more than
one from the number of directors of such classsisfixed by the shareholders.

(b) The directors first appointed to Class | willi¢h office for a term expiring at the annual megtaf
shareholders to be held in 2001; the directors dippointed to Class Il will hold office for a temmpiring at the
annual meeting of shareholders to be held in 2868;the directors first appointed to Class Il aitild office for a
term expiring at the annual meeting of shareholtel® held in 2003. The members of each classwitl office
until their successors are elected. At each amqmeeting beginning in 2001, directors will be electer a term of
three years from the date of their election and the election of their successors.

(c) At each annual meeting of the shareholderb®fQorporation, the successors to the directorsavberms
expire at that meeting shall be elected by a glyraf all the votes cast at such meeting. Cumwuéatioting in the
election of directors shall




be permitted as provided by statute. Election efadors of the Corporation need not be by writtathdb unless
requested by the presiding officer or by the haddra majority of the voting power of the Corparatpresent in
person or represented by proxy at a meeting oftlaeeholders at which directors are to be ele@@dctors may
also be elected by a majority of the votes caatsgiecial meeting called for the purpose of elgdiinectors or as
may otherwise be provided by any Preferred Stockidhation.

14. Newly Created Directorships And Vacancies. dpt@s may be otherwise provided in any PrefertedkS
Designation, any vacancy (including newly createdatorships resulting from any increase in the henof
directors and any vacancies on the Board of Dirsatesulting from death, resignation, disqualificat removal, or
other cause) may be filled by (i) the affirmativ@e of a majority of the remaining directors theroffice, even
though less than a quorum of the Board of Directgijssole remaining director or (iii) the affirrtime vote of the
holders of a majority of the Voting Power of ther@aration, voting together as a single class, ateote to
increase the number of directors at a meetingdétliethat purpose in accordance with this Amenaied Restated
Code of Regulations. Any director elected in acaaa® with this Regulation 14, any Preferred Stoekignation o
applicable statute will hold office for the remaémabf the full term of the class of directors inialhthe new
directorship was created or the vacancy occurréduatil such director’s successor has been elected.

15. Removal. Except as may otherwise be provigeahly Preferred Stock Designation, all Directoes, f
whatever terms elected, shall hold office subje@gplicable statutory provisions as to the creatibvacancies and
removal. No decrease in the number of directorstitoting the Board of Directors may shorten thentef any
incumbent director.

16. Nominations Of Directors; Election. (a) Excaptmay be otherwise provided in any PreferredkStoc
Designation, only persons who are nominated inraaree with this Regulation 16 will be eligible felection at a
meeting of shareholders to be members of the Bafaldrectors of the Corporation.

(b) Nominations of persons for election as directwfrthe Corporation may be made only at a meeting
shareholders (i) by or at the direction of the Bloafr Directors or a committee thereof or (ii) byyathareholder who
is a shareholder of record at the time of givingnafice provided for in this Regulation 16, wheritled to vote fo
the election of directors at such meeting, and wdraplies with the procedures set forth in this Raeton 16. All
nominations by shareholders must be made to theetaeg in proper written form and must be timely.

(c) To be timely, a shareholder’s notice must beveleed to or mailed and received at the princgsatcutive
offices of the Corporation, in the case of a sgenieeting of the shareholders, at the time the imgeéquest is
made in accordance with Regulation 3, or, in theeas an annual meeting, not fewer than 60 nor rifae 90
calendar days prior to such annual meeting; prakilewever, that in the event that public annouresgrof the
date of the annual meeting is not made at leastlEndar days prior to the date of the annual mgethd the
annual meeting is held on a date more than one Wefeke or after the first anniversary of the datevhich the
prior year's annual meeting, was held, notice leyshareholder to be timely must be so receivedatat than the
close of business on the 10th calendar day follgwle day on which public announcement is first enafithe date
of the annual meeting.

(d) To be in proper written form, such shareholsl@otice must set forth or include:

(i) the name and address, as they appear on thEfion’s books, of the shareholder giving theasot
and of the beneficial owner, if any, on whose bkthed nomination is made;

(i) a representation that the shareholder givingriotice is a holder of record of stock of thep@oation
entitled to vote at such annual meeting and intéoa@ppear in person or by proxy at the annual imgét
nominate the person or persons specified in thieatot

(iii) the class and number of shares of stock ef@orporation owned beneficially and of record oy t
shareholder giving the notice and by the benefimater, if any, on whose behalf the nomination ade

(iv) a description of all arrangements or understiags between or among any of (A) the shareholder
giving the notice, (B) the beneficial owner on whdehalf the notice is given, (C) each nominee(@)dny
other person or persons (naming such person ocop&rpursuant to which the nomination or nominatiare t
be made by the shareholder giving the notice;




(v) such other information regarding each nomin@pgsed by the shareholder giving the notice adavou
be required to be included in a proxy statemeatlfjursuant to the proxy rules of the SecuritiesExchange
Commission had the nominee been nominated, ordettto be nominated, by the Board of Directors; and

(vi) the signed consent of each nominee to senaediector of the Corporation if so elected.

(e) The presiding officer of any annual meeting pigghe facts warrant, determine that a nominati@s not
made in accordance with this Regulation 16, am ibr she should so determine, he or she will stadeto the
meeting, and the defective nomination will be disreled. Notwithstanding the foregoing provisionshisg
Regulation 16, a shareholder must also comply alltepplicable requirements of the Securities ExgesAct of
1934, as amended, and the rules and regulatioreutiger with respect to the matters set forth is Regulation 1€

17. Resignation. Any director may resign at ametby giving written notice of his resignation ke tChairma
or the Secretary. Any resignation will be effectiygon actual receipt by any such person or, if |a@® of the date
and time specified in such written notice.

18. Regular Meetings. Regular meetings of the 8oé&Directors shall be held immediately after émmual
meeting of the shareholders and at such otherdimdeplace either within or without the State of @as may from
time to time be determined by a majority of the W¢hBoard. Notice of regular meetings of the Boar®ivectors
need not be given.

19. Special Meetings. Special meetings of the 8o&iDirectors may be called by the Chairman, & th
President, by a Vice President, by the Secretaby@ny two directors. Notice of special meetirgjating the place
date and hour, shall be given to each director bgmvsuch notice is not waived. Notice must be giwitimer
personally or by mail, telephone, telegram, tefagsimile or similar medium of communication nadehan
twenty- four hours before the designated hour fichaneeting. Special meetings of the Board of Dirscmay be
held at such time and place either within or withitve State of Ohio as is determined by a majafitthe Whole
Board or specified in the notice of any such megtin

20. Quorum And Vote. At all meetings of the Boafirectors, a majority of the total number ofatitors
then in office will constitute a quorum for thensaction of business. Except as may be otherwi»adad in any
Preferred Stock Designation or by this AmendedRestated Code of Regulations, the act of a majofithe
directors present at any meeting at which a quasupnesent will be the act of the Board of Direstdf a quorum i
not present at any meeting of the Board of Direx;ttire directors present thereat may adjourn tretingefrom time
to time to another time or place, without notickestthan announcement at the meeting, until a qudsypresent.

21. Action Without A Meeting. Any action that mbhg authorized or taken at a meeting of the Board of
Directors may be authorized or taken without a imgéah a writing or writings signed by all the diters, which
writing or writings shall be filed with or entereghon the records of the Corporation.

22. Participation In Meetings By Communications ipgquent. Meetings of the Board of Directors or nfa
committee of the Board of Directors may be heldtigh any means of communication equipment if abpes
participating can hear each other, and such ppaticin will constitute presence in person at sueleting,.

23. Committees. The Board of Directors may frometito time create an executive committee or angroth
committee or committees of directors to act initliervals between meetings of the Board of Diresctord may
delegate to such committee or committees any efutlority other than that of filling vacancies argdhe Board of
Directors or in any committee of the Board of Dices. Each committee shall consist of one or maextbrs. The
Board of Directors may appoint one or more directs alternate members of any such committee éothkekplace
of absent committee members at meetings of sucmitbe@. Unless otherwise ordered by the Board oé®ors, a
majority of the members of any committee appoirftgdhe Board of Directors pursuant to this Regala23 shall
constitute a quorum at any meeting thereof, anéthef a majority of the members present at a imget which a
qguorum is present shall be the act of such comenifietion may be taken by any such committee witlzomneeting
by a writing or writings signed by all of its memibeAny such committee shall prescribe its owngtiéer calling
and holding meetings and its method of procedurgjest to any rules prescribed by the Board of @oes, and wil
keep a written record of all action taken by it.

24. Compensation. The Board of Directors may distathe compensation and expense reimbursemeicigs
for directors in exchange for service on the BadrBirectors and on committees of the Board of Etives, for
attendance at




meetings of the Board of Directors or committeethefBoard of Directors, and for other serviceslisgctors to the
Corporation or any of its subsidiaries.

25. Bylaws. The Board of Directors may adopt Byddar the conduct of its meetings and those of any
committees of the Board of Directors that are nobnsistent with the Amended and Restated Artiafes
Incorporation or this Amended and Restated Codeegfulations.

OFFICERS

26. Generally. The Corporation may have a Chairrabetted by the directors from among their numéaed,
shall have a President, who shall also be a direatSecretary and a Treasurer. The Corporationatsayhave one
or more Vice Presidents and such other officersamsiktant officers as the Board of Directors megna
appropriate. If the Board of Directors so desiiesay elect a Chief Executive Officer to manage #ffairs of the
Corporation, subject to the direction and contfdhe Board of Directors. All of the officers shak elected by the
Board of Directors. Notwithstanding the foregoibg,specific action, the Board of Directors may auitre the
Chairman or the President to appoint any pers@myooffice other than Chairman, President, Segretailreasure
Any number of offices may be held by the same perand no two offices must be held by the sameopesny of
the offices, other than the office of Presidentr8tary and Treasurer, may be left vacant from tonime as the
Board of Directors may determine. In case of theeabe or disability of any officer of the Corpooatior for any
other reason deemed sufficient by a majority ofRbard of Directors, the Board of Directors mayedgite the
absent or disabled officer’'s powers or duties tp @ther officer or to any director.

27. Authority And Duties Of Officers. The officeo$ the Corporation shall have such authority amalls
perform such duties as are customarily incideiéir respective offices, or as may be specifiediftime to time
by the Board of Directors, regardless of whethehsauthority and duties are customarily inciderguoh office.

28. Compensation. The compensation of all offieerd agents of the Corporation who are also mendighe
Board of Directors of the Corporation will be fixegl the Board of Directors or by a committee of Bward of
Directors. The Board of Directors may fix the comgation of the other officers and agents of thepBiation, or
delegate the power to fix such compensation, tCthief Executive Officer or any other officer oktiCorporation.

29. Succession. The officers of the Corporatiolhivald office until their successors are electedspant to
Regulation 26. Any officer may be removed at ametiby the affirmative vote of a majority of the Wh&oard.
Any vacancy occurring in any office of the Corparatmay be filled by the Board of Directors or inetChairman
or President as provided in Regulation 26.

STOCK

30. Transfer And Registration Of Certificates. Bward of Directors shall have authority to maketstules
and regulations as it deems expedient concernmgstuance, transfer and registration of certiéisdor shares and
the shares represented thereby and may appoistdraagents and registrars thereof.

31. Substituted Certificates. Any person claimangertificate for shares to have been lost, stotatestroyed
(i) shall make an affidavit or affirmation of thiact, (ii) shall give the Corporation and its reéas or registrars and
its transfer agent or agents a bond of indemnitigfs&tory to the Board of Directors or a committeereof or to th
President or a Vice President and the Secretattyeofreasurer and (iii) shall, if required by theald of Directors
or a committee thereof or the officers named is Bégulation 31, advertise the fact that the ¢eaté has been lo:
stolen or destroyed, whereupon a new certificatg beaexecuted and delivered of the same tenora@rtié same
number of shares as the one alleged to have bsgrstolen or destroyed.

32. Voting Of Shares Held By The Corporation. 4sletherwise ordered by the Board of Directors, the
President, in person or by proxy or proxies apmairity him, shall have full power and authority @half of the
Corporation to vote, act and consent with respeanty shares issued by other corporations and obwéite
Corporation.

33. Record Dates And Owners. (a) In order thatbgoration may determine the shareholders edtitie
notice of or to vote at any meeting of shareholdemny adjournment thereof, or to designate antageact on
behalf of the shareholders to call a special mgeadfrshareholders, or to take any other colleciison on behalf of
the shareholders, the Board of




Directors may fix a record date, which will notfesver than 7 nor more than 60 calendar days bétferelate of
such meeting. If no record date is fixed by thei8az Directors, the record date for determiningrsiolders
entitled to notice of or to vote at a meeting adraolders will be the date next preceding theatawhich notice is
given, or, if notice is waived, the date next prkog the day on which the meeting is held.

(b) The Corporation will be entitled to treat thergon in whose name shares are registered on tiks bbthe
Corporation as the absolute owner thereof, andnaillbe bound to recognize any equitable or otlemcto, or
interest in, such share on the part of any othesgue whether or not the Corporation has knowlestgsotice of the
claim or interest, except as expressly providedyicable law.

INDEMNIFICATION AND INSURANCE
34. Indemnification.

(a) The Corporation shall indemnify, to the fulktemxt then permitted by law, any director or offioeiformer
director or officer of the Corporation who was s party or is threatened to be made a partyydhaeatened,
pending or completed action, suit or proceedinggtivér civil, criminal, administrative or investigat, by reason of
the fact that he is or was a member of the Boaiictors or an officer, employee or agent of @@poration, or
is or was serving at the request of the Corpora®a director, trustee, officer, employee or agéanother
corporation, partnership, joint venture, trust tivew enterprise. The Corporation shall pay, toftileextent then
required by law, expenses, including attorney’s fégcurred by a member of the Board of Directardefending
any such action, suit or proceeding as they angriad, in advance of the final disposition thereof.

(b) To the full extent then permitted by law, ther@oration may indemnify employees, agents androthe
persons and may pay expenses, including attorfegs incurred by any employee, agent or othemopers
defending any action, suit or proceeding as supemses are incurred, in advance of the final dispaghereof.

(c) The indemnification and payment of expensesigeal by this Regulation 34 shall not be exclusit,eand
shall be in addition to, any other rights grantedny person seeking indemnification under any taes,Amended
and Restated Articles of Incorporation, any agregmete of shareholders or disinterested membiettsecBoard o
Directors, or otherwise, both as to action in ééficapacities and as to action in another capaditye he or she is
member of the Board of Directors or an officer, &gpe or agent of the Corporation, and shall coias to a
person who has ceased to be a member of the Bb&ideators, trustee, officer, employee or agerd ahall inure
to the benefit of the heirs, executors, and adratisrs of such a person.

35. Insurance. The Corporation may, to the fuleakthen permitted by law and authorized by tharB®f
Directors, purchase and maintain insurance or $targimilar protection, including but not limitedtroist funds,
letters of credit or self-insurance, on behalf ofar any persons described in Regulation 34 agaimg liability
asserted against and incurred by any such persamyisuch capacity, or arising out of his statusuzh, whether or
not the Corporation would have the power to inddynsiich person against such liability. Insurance fve
purchased from or maintained with a person in withehCorporation has a financial interest.

36. Agreements. The Corporation, upon approvahbyBoard of Directors, may enter into agreemeritis w
any persons who the Corporation may indemnify utisisrAmended and Restated Code of Regulationsider
law and may undertake thereby to indemnify suckq®s and to pay the expenses incurred by themfémdieg
any action, suit or proceeding against them, whieth@ot the Corporation would have the power udderor this
Amended and Restated Code of Regulations to indgrany such person.

GENERAL

37. Fiscal Year. The fiscal year of the Corporatidll end on the thirty-first day of December iadh calendar
year or such other date as may be fixed from tortérie by the Board of Director

38. Seal. The seal of the Corporation shall beutir in form with the name of the Corporation speth arount
the margin and the word “Seal” stamped across ¢ngec.

39. Amendments. Except as otherwise provided Wwyolaby the Amended and Restated Articles of




Incorporation or this Amended and Restated Codeegfulations, these Regulations or any of them neagrbende
in any respect or repealed at any time, eithdry(ithe affirmative vote of the holders of a majpof the voting
power of the Corporation, voting together as alsitass, or (ii) to the extent as may be permittghapter 1701
of the Ohio Revised Code in effect from time todirby the Board of Directors.
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TRUST AGREEMENT
Between
BRUSH ENGINEERED MATERIALS INC.
And

FIDELITY MANAGEMENT TRUST COMPANY

BRUSH ENGINEERED MATERIALS INC. EXECUTIVE DEFERRED COMPENSATION PLAN I
TRUST

Dated as of June 25, 2009
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TRUST AGREEMENT , dated as of the twenty-fifth day of June, 20@ff¢ctive Date”), between Brush
Engineered Materials Inc., an Ohio corporation,ihgwan office at 6070 Parkland Boulevard, Mayfieleights, OH
44124 (the “Sponsor”), ardIDELITY MANAGEMENT TRUST COMPANY |, a Massachusetts trust company,
having an office at 82 Devonshire Street, Bostoass&chusetts 02109 (the “Trustee”).

WITNESSETH:

WHEREAS , the Sponsor is the sponsor of the Brush Engidediagerials Inc. Executive Deferred
Compensation Plan Il (the “Plan”); and

WHEREAS , each Employer has adopted the Plan and has @ttarrexpects to incur liability under the Plan
with respect to its employees participating in fthen; and

WHEREAS , the Sponsor wishes to establish an irrevocabkt {the “Trust”) with regard to the Plan and to
have each Employer contribute to the Trust ashatsshall be held therein subject to the claimsawh Employer’s
creditors in the event of such Employer’s Insolweras herein defined, until paid to such Employ@easticipants
and their beneficiaries in such manner and at suows as specified in the Plan; and

WHEREAS , it is the intention of the parties that this Tirsisall constitute an unfunded arrangement and shal
not affect the status of the Plan as an unfundad plaintained for the purpose of providing defeechpensation
for a select group of management or highly compedsamployees for purposes of Title | of the Employ
Retirement Income Security Act of 1974 (“ERISAch

WHEREAS , it is the intention of each Employer to make citmttions to the Trust to provide itself with a
source of funds to assist it in the meeting ofidsilities under the Plan; and

WHEREAS , the Trustee is willing to hold and invest thera&aid plan assets in trust among several
investment options selected by the Sponsor; and

WHEREAS , the Sponsor also wishes to have the Trusteempedertain ministerial recordkeeping and
administrative functions under the Plan; and

WHEREAS , the Trustee is willing to perform recordkeepimgl@dministrative services for the Plan if the
services are ministerial in nature and are providigdin a framework of plan provisions, guideliresd
interpretations conveyed in writing to the Trudbgethe Administrator (as defined herein).

NOW, THEREFORE , in consideration of the foregoing premises amdnttutual covenants and agreements
set forth below, the Sponsor and the Trustee aagdellows:

Section 1. Definitions.

The following terms as used in this Trust Agreenfente the meaning indicated unless the contextlglea
requires otherwise:

(a) “Administrator”

“Administrator” shall mean the Plan Administratdentified in the Plan document.
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(b) “Agreement”

“Agreement” shall mean this Trust Agreement, arel$lchedules and/or Exhibits attached hereto, asatine
may be amended and in effect from time to time.

(c) “Business Day”

“Business Day” shall mean each day the NYSE is ophe closing of a Business Day shall mean the N¥SE
normal closing time of 4:00 p.m.(ET), however,lie £vent the NYSE closes before such time or atterdosing
time, all references to the NYSE closing time shadlan the actual or altered closing time of the BYS

Confidential Information
(d) “Code”

“Code” shall mean the Internal Revenue Code of 1886t has been or may be amended from time ®.tim
(e) “EDT”

“EDT” shall mean electronic data transfer.

(f) “Electronic Services”

“Electronic Services” shall mean communication aatvices made available via electronic media.

(9) “Employer”

“Employer” shall mean the Sponsor and any other corporatiancontrolled group of corporations (under C
Section 414(b)) of which the Sponsor is a membachvadopts the Plan for the benefit of its emplsyag provided
in the Plan.

(h) “ERISA”

“ERISA” shall mean the Employee Retirement IncomeeBity Act of 1974, as it has been or may be areénd
from time to time.

(i) “External Account Information”

“External Account Information” shall mean accoumformation, including retirement savings account
information, from third party websites or other wi#bs maintained by Fidelity or its affiliates.

(j) “Fidelity Mutual Fund”

“Fidelity Mutual Fund” shall mean any investmentmquany advised by Fidelity Management & Research
Company or any of its affiliates.

(k) “FHIOC”
“FIIOC” shall mean Fidelity Investments InstitutiminrOperations Company, Inc.
() “In Good Order”

“In Good Order” shall mean in a state or conditimteptable to the Trustee in its sole discretidricivthe
Trustee determines is reasonably necessary foratecexecution of the intended transaction.

Confidential Information
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(m) “Insolvency”

“Insolvency” shall mean with respect to an Emplotfeat (i) such Employer is unable to pay its detstshey
become due, or (ii) such Employer is subject teading proceeding as a debtor under the Unite@SBankruptc
Code.

(n) “Insolvent”

“Insolvent” shall mean with respect to an Emplotfeat (i) such Employer is unable to pay its delktthay
become due, or (ii) such Employer is subject teading proceeding as a debtor under the Unite@$SBankruptc
Code.

(o) “Losses”

“Losses” shall mean any and all loss, damage, perdalbility, cost and expense, including withdimitation,
reasonable attorney’s fees and disbursements.

(p) “Mutual Fund”

“Mutual Fund” shall refer both to Fidelity MutualiRds and Non-Fidelity Mutual Funds.
(q) HNAV”

“NAV” shall mean Net Asset Value.

(r) “NFSLLC”

“NFSLLC"” shall mean National Financial Services LLC
(s) “Non-Fidelity Mutual Fund”

“Non-Fidelity Mutual Fund” shall mean certain inte®nt companies not advised by Fidelity Managergent
Research Company or any of its affiliates.

(t) “NYSE”
“NYSE” shall mean the New York Stock Exchange.
(u) “Participant”

“Participant”shall mean, with respect to the Plan, any empl¢getormer employee) with an account undel
Plan, which has not yet been fully distributed anddrfeited, and shall include the designated hieiagy(ies) with
respect to the account of any deceased employeke¢eased former employee) until such account éas fully
distributed and/or forfeited.

(v) “Participant Recordkeeping Reconciliation Perial”

“Participant Recordkeeping Reconciliation Periodals mean the period beginning on the date of tiiteal
transfer of assets to the Trust and ending on dite af the completion of the reconciliation of Rapant records.

Confidential Information
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(w) “Persor”

“Person” shall mean any corporation, joint stockipany, limited liability company, association, peetship,
joint venture, organization, individual, businesother trust or any other entity or organizatidraoy kind or
character, including a court or other governmeatshority.

(x) “PIN”

“PIN” shall mean personal identification number.

(y) “Plan”

“Plan” shall mean the Brush Engineered Materiats Executive Deferred Compensation Plan II.
() “Plan Administration Design & Discovery Documen”

“Plan Administration Design & Discovery Documential mean the document which sets forth the
administrative and recordkeeping duties and proestio be followed by the Trustee in administetimg Plan, as
such document may be amended and in effect from tiniime during the initial implementation of tRkn onto th
Fidelity Participant Recordkeeping System (“FPR3His document is an interim document and shallipessede
by the approved Plan Administration Manual.

(aa) “Plan Administration Manual”

“Plan Administration Manual” shall mean the docum&hich sets forth the administrative and recorgbkeg
duties and procedures to be followed by the Trust@gministering the Plan, as such document magntended
and in effect from time to time. This definitionadhinclude the Plan Administration Design & Disesy Document
from the implementation process until the full PRaiministration Manual can be generated and apptove

(bb) “Plan Sponsor Webstation”

“Plan Sponsor Webstation” shall mean the graphicatiows based application that provides current Rlad
Participant information including indicative dasecount balances, activity and history.

(cc) “Reporting Date”

“Reporting Date” shall mean the last day of eashdi quarter of the Plan and, if not on the lagtafdiscal
quarter, the date as of which the Trustee resigisremoved pursuant to this Agreement or the datef which thi
Agreement terminates pursuant to Section 9 hereof.

(dd) “SEC”
“SEC” shall mean the Securities and Exchange Cosianis
(ee) “Sponsor”

“Sponsor” shall mean Brush Engineered Materials, laiec Ohio corporation, or any successor to all or
substantially all of its businesses which, by agrest, operation of law or otherwise, assumes thgamsibility of
the Sponsor under this Agreement.

(ff) “Trust”

“Trust” shall mean the Brush Engineered Materials Executive Deferred Compensation Plan Il Trosing
the trust established by the Sponsor and the Teymtesuant to the provisions of this Agreement.
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(gg) “Trustee”

“Trustee”shall mean Fidelity Management Trust Company, addeisusetts trust company and any succes
all or substantially all of its trust business asdatibed in Section 10. The term Trustee shall ialdlode any
successor trustee appointed pursuant to Sectiom th@ extent such successor agrees to serve se&munder this
Agreement.

(hh) “VRS”

“VRS” shall mean Voice Response System.
Section 2. Trust.

(a) Establishment

The Sponsor hereby establishes the Trust with thet@e. The Trust shall consist of an initial cidmttion of
money or other property acceptable to the Trustés isole discretion, made by an Employer or fiemsd from a
previous trustee under the Plan, such additiomaksaf money as shall from time to time be deliveiethe Trustee
under the Plan, all investments made therewithpaadeeds thereof, and all earnings and profitetherless the
payments that are made by the Trustee as provieleiih without distinction between principal andame. The
Trustee hereby accepts the Trust on the terms@mditions set forth in this Agreement. In acceptimig Trust, the
Trustee shall be accountable for the assets retbiyd, subject to the terms and conditions o thgreement.

(b) Grantor Trust

The Trust is intended to be a grantor trust, ofolwtihe Sponsor is the grantor, within the meanifrgubpart E,
part |, subchapter J, chapter 1, subtitle A ofGlogle, as amended, and shall be construed accordingl

(c) Trust Assets

The principal of the Trust contributed by each Eogpl, and any earnings thereon, shall be held in a
sub-trustseparate and apart from other funds of the Emplagdrshall be used exclusively for the uses angdgze
of Participants with respect to such Employer a@degal creditors of such Employer as herein sét f@articipants
and their beneficiaries shall have no preferredrcian, or any beneficial ownership interest in, asgets of the
Trust. Any rights created under the Plan and tlyse@ment shall be mere unsecured contractual riafhts
Participants and their beneficiaries against an|By&p. Any assets held by the Trust in a sub-twit respect to a
Employer will be subject to the claims of such Eayglr's general creditors under federal and statdnahe event
of Insolvency of such Employer.

(d) NonAssignment

Benefit payments to Participants and their benafies funded under this Trust may not be anticghadssigne
(either at law or in equity), alienated, pledgeat;wembered, or subjected to attachment, garnishriesyt, execution
or other legal or equitable process. Notwithstagdinything in this Agreement to the contrary, tper&or can
direct the Trustee to disperse monies pursuantimaestic relations order as defined in Code seetiizt(p)(1)(B)
in accordance with Section 4(a).
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Section 3. Payments to Sponsor

Except as provided under this Agreement, the Spasisall have no right to retain or divert to othany of the
Trust assets before all payment of benefits haea loeade to Participants pursuant to the termseoPtan.
Notwithstanding the foregoing, in the event that &dministrator determines that the amount of asseld in the
Trust with reference to a particular Participarnteeds the obligation of the Participant’s Emplagesuch
Participant under the Plan, the Trustee shall di&gbauch excess amount to the Administrator astdueby the
Administrator. The Trustee shall have no respoligifor determining the accuracy of the Adminidtgs
calculations of such excess amounts.

Section 4. Disbursements

(a) Directions from Administratar

The Trustee shall disburse monies to the Administfar benefit payments in the amounts that the
Administrator directs from time to time in writingfhe Trustee shall have no responsibility to ast@mwhether the
Administrator’s direction complies with the termistioe Plan or any applicable law. The Trustee ghatllbe
responsible for: (i) making benefit payments totiegrants under the Plan, (ii) any Federal, Statecal income ta
reporting or withholding with respect to such Plemefits, and (iii) FICA (Social Security and Medlie) or any
Federal or State unemployment tax with respectdn Bistributions.

(b) Limitations.

The Trustee shall not be required to make any déglmuent in excess of the net realizable valueeftsets of
the Trust at the time of the disbursement. The fErishall make all disbursements in cash to theiAidtrator.

Section 5. Investment of Trust

(a) Selection of Investment Options

The Trustee shall have no responsibility for tHec@n of investment options under the Trust amallsot
render investment advice to any person in conneetith the selection of such options.

(b) Available Investment Options

The Sponsor shall direct the Trustee as to whasitneent options the Trust shall be invested idyi)ng the
Participant Recordkeeping Reconciliation Periodl @i) following the Participant Recordkeeping Raciiation
Period, subject to the following limitations. Thpdhsor may determine to offer as investment optantg Mutual
Funds; provided, however, that the Trustee shalbeaonsidered a fiduciary with investment disoretThe
Sponsor may add or remove investment options Wighcbnsent of the Trustee, which consent will ot b
unreasonably withheld to reflect administrative@@ms and upon mutual amendment of this Agreenmmhttee
Schedules thereto, to reflect such additions.
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(c) Investment Directions

The Sponsor shall direct the Trustee as to howvest the assets held in the Trust. In order twigeofor an
accumulation of assets comparable to the contrel@bdities accruing under the Plan, the Sponsary direct the
Trustee in writing to invest the assets held inThest to correspond to the hypothetical investmemade for
Participants in accordance with their direction emithe Plan. In such cases, Participants may peadiieéctions witt
respect to their hypothetical investments undePa@ by use of the system maintained for suchquep by the
Trustee or its agents, as may be agreed upon froentd time by the Sponsor and the Trustee, anidl lsbha

processed in accordance with the fund exchangesioog set forth in the Plan Administration Manuktie Trustee
shall not be liable for any loss or expense thiaearfrom a Participant’s exercise or non-exerofsgghts under this
Section 5 over the assets in the Participant’swaso In the event that the Trustee fails to rez@iyproper direction,
the assets in question shall be invested in thesimvent option set forth for such purpose on Sdeedf until the
Trustee receives a proper direction.

(d) Unfunded Status of Plan

The Sponsos designation of available investment options ntfaéntenance of accounts for each Participan
crediting of investments gains (or losses) to samdounts, and the exercise by Participants of ameps relating to
investments under this Agreement are solely foptmpose of providing a mechanism for measuringthlgation
of an Employer to any particular Participant unither applicable Plan. As provided in this AgreemantParticipan
will have any preferential claim to or beneficiamership interest in any asset or investment hettié Trust, and
the rights of any Participant under the applicdtiln and this Agreement are solely those of anaunsd general
creditor of the Employer with respect to the betsaff the Participant under the Plan.

(e) Mutual Funds

On the effective date of this Agreement, in lieuexeiving a printed copy of the prospectus fohdaidelity
Mutual Fund selected by the Sponsor as a Plantimezd option or short-term investment fund, ther&mo hereby
consents to receiving such documents electroniclg Sponsor shall access each prospectus ontéeét after
receiving notice from the Trustee that a curremsiom is available online at a website maintaingdhe Trustee or
its affiliate. Trustee represents that on the ¢iffecdate of this Agreement, a current versionaaftesuch prospectus
is available at https://www.fidelity.cowr such successor website as Trustee may notif@ploasor of in writing
from time to time. The Sponsor represents thaast éccessed/will access each such prospectustes effective
date of this Agreement at https://www.fidelity.camsuch successor website as Trustee may notif@ploasor of i
writing from time to time. Transactions involvingoN-Fidelity Mutual Funds shall be executed in adeoce with
the operational guidelines set forth in Schedulédlached hereto. Trust investments in Mutual FRustthll be
subject to the following limitations:

(i) Execution of Purchases and Sales.

Purchases and sales of Mutual Funds (other thaexfdranges) shall be made on the date on whichrtistee
receives from the Sponsor In Good Order all infdiamaand documentation necessary to accuratelgtesfech
transactions and (if applicable) wire transferwfds. Exchanges of Mutual Funds shall be procdassactordance
with the fund exchange provisions set forth intt@n Administration Manual.
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(i) Voting.

The Sponsor directs the Trustee to vote the stwdiésitual Funds held in the Trust in the same maiase
directed by Participants for the corresponding hiyptical shares of Mutual Funds credited to Pardiots’ accounts
under the Plan. At the time of mailing of noticeeaich annual or special stockholders’ meeting gpfMutual Fund,
the Trustee shall send a copy of the notice anprally solicitation materials to each Participamtovhas
hypothetical shares of such Mutual Fund creditettiéoParticipant’s account, together with a votiirgction form
for return to the Trustee or its designee. Thei¢tpant shall have the right to direct the Trusdsdo the manner in
which the Trustee is to vote the hypothetical sharedited to the Participant’s account. The Trusteall vote the
shares held in the Trust in a manner which cornedpdo Participant directions with respect to thpdthetical
shares credited to the Participant’'s Plan accdud. Trustee shall not vote shares for which itleagived no
corresponding directions from the Participant.

During the Participant Recordkeeping Reconciliaft@niod, the Sponsor shall have the right to ditieet
Trustee as to the manner in which the Trustee v®te the shares of the Mutual Funds in the Tiastuding Mutua
Fund shares held in any short-term investment fantiquidity reserve. Following the Participant &edkeeping
Reconciliation Period, the Sponsor shall contirbave the right to direct the Trustee as to themaain which the
Trustee is to vote any Mutual Funds shares hetdshort-term investment fund for liquidity reservae Trustee
shall not vote any such Mutual Fund shares for Witibas received no directions from the Sponsor.

With respect to all rights other than the rightte, the Trustee shall follow the directions af 8ponsor. The
Trustee shall have no further duty to solicit dilt@es from the Sponsor or Participants.

() Trustee Powers
The Trustee shall have the following powers anthaitly:

(i) Subject to this Section 5, to sell, exchangmwey, transfer, or otherwise dispose of any priydezld in
the Trust, by private contract or at public auctiNie person dealing with the Trustee shall be bdorske to
the application of the purchase money or other gntypdelivered to the Trustee or to inquire inte walidity,
expediency, or propriety of any such sale or otligposition.

(if) To cause any securities or other property lagbart of the Trust to be registered in the Breistown
name, in the name of one or more of its nomineeis, the Trustee’s account with the Depository
Trust Company of New York and to hold any investteén bearer form, but the books and records of the
Trustee shall at all times show that all such itwmesits are part of the Trust.

(iii) To keep that portion of the Trust in cashoaish balances as the Sponsor or Administrator fraam,
time to time, deem to be in the best interest efftust.

(iv) To make, execute, acknowledge, and deliveramy all documents of transfer or conveyance and to
carry out the powers herein granted.

(v) To borrow funds from a bank or other finandradtitution not affiliated with the Trustee in orde
provide sufficient liquidity to process Plan traasans in a timely fashion, provided that the cafshorrowing
shall be allocated in a reasonable fashion torthestment fund(s) in need of liquidity. The Sponsor
acknowledges that it has received the disclosuth@rustee’s line of credit program and credagtion
policy and a copy of the text of Prohibited TrangatExemption 2002-55 prior to executing this Agmeent if
applicable.
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(vi) To settle, compromise, or submit to arbitratemy claims, debts, or damages due to or arisorg the
Trust; to commence or defend suits or legal or adtrative proceedings; to represent the Trustlisuits and
legal and administrative hearings; and to payeslbonable expenses arising from any such actim, thhe
Trust if not paid by the Sponsor.

(vii) With the consent of the Sponsor which shalt bhe unreasonably withheld, the Trustee can employ
legal, accounting, clerical, and other assistaisamay be required in carrying out the provisionghis
Agreement and to pay their reasonable expensesamnpensation from the Trust if not paid by the Soon

(viii) To do all other acts, although not specifiganentioned herein, as the Trustee may deem sacg$c
carry out any of the foregoing powers and the psegaf the Trust.

Notwithstanding any powers granted to Trustee @msto this Agreement or to applicable law, Trusteall
not have any power that could give this Trust thgctive of carrying on a business and dividingdhaes
therefrom, within the meaning of Section 301.770df-the Procedure and Administrative Regulatiorsmprlgated
pursuant to the Code. The Trustee will file an atrfiduciary return to the extent required by law.

Section 6. Recordkeeping and Administrative Seiwes to Be Performed

(a) General

The Trustee shall perform those recordkeeping @ndrastrative functions described in Schedule “Ataahed
hereto. These recordkeeping and administrativetiome shall be performed within the framework af th
Administrator’s written directions regarding the®s provisions, guidelines and interpretationse Bponsor
acknowledges that the Trustee does not provide teggax advice, and that the Sponsor must obtaiown legal
and tax counsel for advice on the plan design gpjate for its specific situation and on legal aaxlissues
pertaining to the administration of the Plan. Tip@i$sor further acknowledges that the Trustee hantinuing
responsibility to be aware of and responsive to ¢fRiflance provided under Section 409A of the Cadiha Truste
is not the responsible party for (a) ensuring thatAdministrator's or Sponsor’s direction to theiJtee

conforms with that guidance, and (b) the paymematlidbixes and penalties associated with a fatlumaintain sucl
compliance.

(b) Accounts

The Trustee shall keep accurate accounts of adisimeents, receipts, disbursements, and other titimss:
hereunder, and shall report the value of the assddkin the Trust as of the last day of each RagpDate. Within
thirty (30) days following each Reporting Date athin sixty (60) days in the case of a ReportingeDzaused by
the resignation or removal of the Trustee, or #mnination of this Agreement, the Trustee shad! ith the
Administrator a written account setting forth aVestments, receipts, disbursements, and othesactions effected
by the Trustee between the Reporting Date andribe Reporting Date, and setting forth the valuehaf Trust as ¢
the Reporting Date. The Administrator shall useedisonable efforts to bring to the Trustee’s &ttenas soon as
possible, any concerns or objections it may halating to the accounts. Notwithstanding the presieantence, ar
except as otherwise required under applicable Ugon the expiration of twelve (12) months from tlae of filing
such account, the Trustee shall have no liabilitfucther accountability to anyone with respecttte propriety of it
acts or transactions shown in such account, exeigptrespect to such acts or transactions as tolwdiwritten
objection shall have been filed with the Trustethimi such twelve (12) month period.
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(c) Inspection and Audit

Upon the resignation or removal of the Trusteenertermination of this Agreement, the Trustee ghralide tc
the Sponsor, at no expense to the Sponsor, irotheaf regularly provided to the Sponsor, a statérokeach
Participant’s account as of the resignation, rerharaermination, and the Trustee shall provid¢h® Sponsor or
the Plan’s new recordkeeper such further recordseaseasonable, at the Sponsor’s expense.

The Trustee will provide to auditors (includingrthiparty auditors and Sponsor’s internal auditfsts
Sponsor may designate in writing, access to angtéeuowned or managed facility at which the sesvare being
performed, to appropriate Trustee management peescend to the data and records (and other dociatiam
reasonably requested by the Sponsor) maintainékebyrustee with respect to the services solelyHermpurpose of
examining (i) transactional books and records na#ied by the Trustee in order to provide the sesjic
(i) documentation of service level performanced &ii) invoices to the Sponsor. Any such auditd & conducted
at the Sponsor’s expense. The Sponsor and itsoasiaivill first look to the most recent Type |l Sew Auditor’s
Report (“Type Il SAR”) before conducting furtherdits. Type Il SAR’s are reports issued by the Teas or its
affiliate’s independent public accounting firm iocardance with Statement on Auditing Standard No(“BAS
707). If a matter is not covered in such Type IIBBAhen the Sponsor will provide the Trustee witir@posed
detailed scope and timeframe of the audit requédstatie Sponsor in writing at least sixty (60) day®r to date of
the audit. The Sponsor will provide the Trusteehwibt less than ninety (90) days prior written oetf an audit,
excepting audit requests from governmental or sguw agencies. The Sponsor and its auditors wiibact such
audits in a manner that will result in a minimumiridfonvenience and disruption to the Trustee’s afans. Audits
may be conducted only during normal business hauogsno more frequently than annually unless otherwequire
as a matter of law or for compliance with regulptor contractual requirements. Any audit assistarogided by
the Trustee in excess of the number of audit hpersannum referenced in the fee schedule shalidaded on a
fee-for-service basis. The Sponsor and its auditditsot be entitled to review or audit (i) datainformation of
other customers or clients of the Trustee, (ii) ahyrustee’s proprietary data, or (iii) any otl@nfidential
Information of the Trustee that is not relevanttfog purposes of the audit. The Sponsor and itéaedvill not be
entitled to logical access to the Trustee’s netwankd systems, nor unrestricted physical accebausiee’s
facilities and personnel. Reviews of processestrolsn and support documentation will be facilithteith
appropriate Trustee’s personnel. The Trustee wél commercially reasonable efforts to cooperatbaraudit, will
make available on a timely basis the informatiasomably required to conduct the audit and willshske
designated employees of the Sponsor or its auditbreasonably necessary. The Sponsor will reirelities Trustee
for any costs incurred by the Trustee in conneactidh an audit conducted pursuant to this secflanthe maximur
extent possible, audits will be designed and cotetliin such manner and with such frequency) swaso
interfere with the provision of the services. ThmBsor will not use any competitors of the Trugtaeany
significant subcontractor of Trustee under thisefgnent) to conduct such audits. The auditors amet ot

representatives of the Sponsor will execute andetesuch confidentiality and non-disclosure agreets and
comply with such security and confidentiality reguments as the Trustee may reasonably requeshirection witt
such audits.

(d) Notice of Plan Amendment

The Trustee’s provision of the recordkeeping andiatbtrative services set forth in this Sectionlisba
conditioned on the Sponsor delivering to the Tristeopy of any amendment to the Plan impactingéiéces to
be provided under this Agreement as soon as admnzitively feasible following the amendment’s adoptiand on
the Administrator providing the Trustee, on a tiynieasis, with all the information the Trustee deerasessary for
the Trustee to perform the recordkeeping and adinative services and such other information as'thstee may
reasonably request.
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(e) Returns, Reports and Information

Except as set forth in the Plan Reporting sectidBobedule “A”, the Administrator shall be respdmsifor the
preparation and filing of all returns, reports, amfhrmation required of the Trust or Plan by lave Trustee shall
provide the Administrator with such informationtae Administrator may reasonably request to makseHilings.
The Administrator shall also be responsible for mglany disclosures to Participants required by. law

Section 7. Compensation and Expenses

Sponsor shall pay to Trustee, within thirty (30yslaf receipt of the Trustee’s bill, the fees fengces in
accordance with Schedule “B.” Fees for servicespegifically outlined in Schedule “B” and are bdss any
assumptions identified therein. In the event thatRlan characteristics referenced in the assungptiatlined in
Schedule “B” change significantly by either fallibglow or exceeding current or projected levelshsees may be
subject to revision, upon mutual renegotiation r@iect increased operating costs, Trustee may eachk calendar
year amend Schedu‘B” without the Sponsor’s consent upon one hundred twenty (120) days prior notice to the
Sponsor.

All reasonable expenses of Plan administratiorhag/e on Schedule “B” attached hereto, as amenaexd fr
time to time, shall be a charge against and paidh the appropriate Participarglated accounts, except to the ex
such amounts are paid by the Sponsor in a timehlynera

All expenses of the Trustee relating directly te #rquisition and disposition of investments caustig part of
the Trust, and all taxes of any kind whatsoevet ity be levied or assessed under existing orduaws upon or
in respect of the Trust or the income thereof,|dt@k charge against and paid from the appropiFatécipant-
related accounts.

Section 8. Directions and Indemnification

(a) Identity of the Sponsor and the Administrator

The Trustee shall be fully protected in relyingtba fact that the Sponsor and the Administratoreuride Plan
are the individual or persons named as such aboseoh other individuals or persons as the Spomsgr notify the
Trustee in writing.

(b) Directions from the Sponsor and the Adminisira

Whenever the Sponsor or the Administrator provadgection to the Trustee, the Trustee shall edidble fo
any loss or expense arising from the directiohéf direction is contained in a writing provideddyy individual
whose name has been submitted (and not withdrawmjiting to the Trustee by the Sponsor or the Adstrator
unless it is clear on the direction’s face thatab#ons to be taken under the direction woulddograry to the terms
of this Agreement. The Trustee may rely withouttear duty of inquiry on the authority of any sucklividual to
provide direction to the Trustee on behalf of tip@iSsor.

For purposes of this Section, such direction mag Ak made via EDT, facsimile or such other seel@@tronic
means in accordance with procedures agreed toebgpbnsor and the Trustee and, in any such caSaubtee
shall be fully protected in relying on such directias if it were a direction made in writing by tBgonsor.
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(c) Directions from Participants

The Trustee shall not be liable for any loss wlddkes from any Participant’'s exercise or mxercise of right
under the Plan over the assets in the Participagsthetical accounts.

(d) Indemnification

The Sponsor shall indemnify the Trustee against,reotd the Trustee harmless from, any and all Lo#sat
may be incurred by, imposed upon, or asserted sigthia Trustee by reason of any claim, regulatooggeding, or
litigation arising from any act done or omittedo® done by any individual or person with respec¢h®Plan or
Trust, excepting only any and all Losses arisirlglgdrom the Trustee’s breach of this Agreemeegligence, bad
faith or willful misconduct.

The Trustee shall indemnify the Sponsor againgt,heodd the Sponsor harmless from, any and all LoHsat
may be incurred by, imposed upon, or asserted sigia Sponsor by reason of any claim, regulatovggeding, or
litigation arising from Trustee’s breach of thisrdgment, negligence, bad faith or willful miscontduc

The Trustee shall also indemnify the Sponsor agaimd hold the Sponsor harmless from any and aH su
Losses that may be incurred by, imposed upon,sartesd against the Sponsor solely as a resulf afyi defects in
the investment methodology embodied in the targsttaallocation or model portfolio provided throwRgrtfolio
Review, except to the extent that any such Lossss fiom information provided by the Participathte Sponsor or
third parties; or ii) any prohibited transactioesulting from the provision of Portfolio Review the Trustee.

(e) Survival.
The provisions of this Section shall survive therti@ation of this Agreement.

Section 9. _Resignation or Removal of Trustee

(a) Resignation and Removal

The Trustee may resign at any time in accordante tWé notice provisions set forth below. The Spomsay
remove the Trustee at any time in accordance Wwéambtice provisions set forth below.

(b) Termination

This Agreement may be terminated in full, or wiélspect to only a portion of the Plan (i.e. a “rti
deconversion”) at any time by the Sponsor uponrprigtten notice to the Trustee in accordance whthnotice
provisions set forth below.

(c) Notice Period

In the event either party desires to terminate Algigeement or any Services hereunder, the party stovide a
least sixty (60) days prior written notice of tieerhination date to the other party; provided, hosvethat the
receiving party may agree, in writing, to a shortetice period.

(d) Transition Assistance

In the event of termination of this Agreementgfjuested by Sponsor, the Trustee shall assist 8pions
developing a plan for the orderly transition of flan data, cash and assets then constitutingrtiet and services
provided by the Trustee hereunder to Sponsor aeisggnee. The Trustee shall provide such assistan@a period
not extending beyond sixty (60) days from the teation date of this Agreement. The Trustee shaNide to
Sponsor, or to any person designated by Sponsannaitually agreeable time, one file of the Plarageepared and
maintained by the Trustee in the ordinary courseusiness, in the Trustee’s format. The Trustee pnayide other
or additional transition assistance as mutuallgined for additional fees, which shall be due pagable by the
Sponsor prior to any termination of this Agreement.

(e) Failure to Appoint Successor

If, by the termination date, the Sponsor has ndéifiad the Trustee in writing as to the individual entity to
which the assets and cash are to be transferrededivéred, the Trustee may bring an appropriateaor
proceeding for leave to deposit the assets andinashourt of competent jurisdiction. The Trusskell be
reimbursed by the Sponsor for all costs and exeofthe action or proceeding including, withoutitiation,
reasonable attorneys’ fees and disbursements.

Section 10. Successor Trustee

(a) Appointment

If the office of Trustee becomes vacant for angosathe Sponsor may in writing appoint a succeisastee
under this Agreement. The successor trustee sied! all of the rights, powers, privileges, obligas, duties,
liabilities, and immunities granted to the Trustegler this Agreement. The successor trustee anlgpessor truste




shall not be liable for the acts or omissions ef dther with respect to the Trust.

(b) Acceptance

As of the date the successor trustee acceptsptargment under this Agreement, title to and posisasof the
Trust assets shall immediately vest in the successstee without any further action on the panthaf predecessor
trustee, except as may be required to evidencetsaichition. The predecessor trustee shall exeadlilestruments
and do all acts that may be reasonably necessdryeanested in writing by the Sponsor or the susmEsuUstee to
vest title to all Trust assets in the successaterior to deliver all Trust assets to the sucecdrsstee.

(c) Corporate Action

Any successor of the Trustee or successor trusiber through sale or transfer of the businegsust
department of the Trustee or successor trustebraugh reorganization, consolidation, or mergegmy similar
transaction of either the Trustee or successoteteshall, upon consummation of the transactienpime the
successor trustee under this Agreement.

Section 11. Resignation, Removal, and TerminatioNotices.

All notices of resignation, removal, or terminatiender this Agreement must be in writing and maitethe
party to which the notice is being given by ceetifior registered mail, return receipt requestetheédSponsor
c/o Director — Treasury Operations, Brush Engingdviaterials Inc., 6070 Parkland Boulevard, Mayfieleights,
OH 44124, and to the Trustee c/o Fidelity
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Investments, Contracts Development & NegotiatichD&vonshire Street, MM1M, Boston, Massachusetts
02109, or to such other addresses as the partiesnodified each other of in the foregoing manner.

Section 12. Duration.

This Trust shall continue in effect without limi & time, subject, however, to the provisionshid Agreemen
relating to amendment, modification, and terminaticereof.

Section 13. Insolvency of Sponsor

(a) Trustee shall cease disbursement of fundsafpment of benefits to Participants with respeandmploye
if the Employer is Insolvent, and shall cease disbment of funds for payment of benefits if the 18w is
Insolvent.

(b) All times during the continuance of this Truste principal and income of a sub-trust with respe an
Employer shall be subject to claims of general itoesl of such Employer under federal and statedawet forth
below.

(i) The Board of Directors and the Chief Execut@®fficer of the Sponsor and the highest rankingceffiof the
Employer shall have the duty to inform Trustee nitimg of such Employer’s Insolvency. If a persdaiming to be
a creditor of the Employer alleges in writing tau$tee that such Employer has become Insolventidashall
determine whether the Employer is Insolvent anddpey such determination, Trustee shall discontinue
disbursements for payment of benefits to Partidipahsuch Employer (if the Employer is the Spon#itg Trustee
shall discontinue disbursements for payment obeatiefits to all Participants).

(ii) Unless Trustee has actual knowledge of the IBg@’s Insolvency, or has received notice from 1S or
such Employer or a person claiming to be a credieging that such Employer is Insolvent, Trusthell have no
duty to inquire whether an Employer is Insolvermustee may in all events rely on such evidence ewireg an
Employer’s solvency as may be furnished to Truategthat provides Trustee with a reasonable basimndking a
determination concerning such Employer’s solvency.

(iii) If at any time Trustee has determined thaEanployer is Insolvent, Trustee shall discontinigbdrsemen
for payments to such Employer’s Participants @ BEmployer is the Sponsor, the Trustee shall disuoa
disbursements for payment of benefits to all Pipaicts) and shall hold the assets of the sub-trithtrespect to
such Employer for the benefit of such Employer’asayal creditors. Nothing in this Agreement shalhivy way
diminish any rights of Participants to pursue thigjhts as general creditors of the Employer (anthe Sponsor)
with respect to benefits due under the Plan orratise.

(iv) Trustee shall resume disbursement for the mtrof benefits to Participants in accordance itk
Agreement only after Trustee has determined treaEthployer (and/or Sponsor) is not Insolvent (arddonger
Insolvent).

(c) Provided that there are sufficient assetsrufsTee discontinues the payment of benefits fraanmtust
pursuant to (a) hereof and subsequently resuméspayenents, the first payment following such digoorance
shall include the aggregate amount of all paymeugsto Participants under the terms of the Plathf@period of
such discontinuance, less the aggregate amoumntygiayments made to Participants by the Employ&pansor in
lieu of the payments provided for hereunder dueing such period of discontinuance.
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Section 14. Amendment or Modification

This Agreement may be amended or modified at ang &ind from time to time only by an instrument exed
by both the Sponsor and the Trustee. The indiviglaathorized to sign such instrument shall be thoseorized by
the Sponsor and the Trustee respectively. Notvatitihg the foregoing, but subject to Section 7, Tthestee
reserves the right to unilaterally amend this Agrest to update services and procedures and tcerthasfee
schedule upon 120 days naotice to the Sponsor.

Section 15. _Electronic Services

(a) The Trustee may provide communications andtileiz Services via electronic media, includingt bat
limited to NetBenefits, eWorkplace and Fidelity ®Bponsor WebStation. The Sponsor agrees to uke suc
Electronic Services only in the course of reasamaliministration of or participation in the Plarddo keep
confidential and not alter, publish, copy, broadcasransmit, reproduce, frame-in, link to, comaialty exploit or
otherwise redisseminate the Electronic Servicegcantent associated therewith, or any portiongbg¢including,
without limitation, any trademarks and service nsaaksociated therewith), without the written cohséithe
Trustee. Notwithstanding the foregoing, the Trustelnowledges that certain Electronic Services rogyheir
nature, be intended for non-commercial, personabysParticipants or their beneficiaries, with eggo their
participation in the Plan, or for their other retitent or employee benefit planning purposes, arntdioceontent ma
be intended or permitted to be modified by the Spoim connection with the administration of tharRlIn such
cases, the Trustee will notify the Sponsor of diach, and any requirements or guidelines associaitdsuch usag
or modification no later than the time of initiadldvery of such Electronic Services. To the exfstmission is
granted to make Electronic Services available toiaistrative personnel designated by the Sponsehdll be the
responsibility of the Sponsor to keep the Trustderimed as to which of the Sponsor personnel atteoazed to
have such access. Except to the extent otherwesgfigally agreed by the parties, the Trustee resethe right,
upon notice when reasonably feasible, to modifgiscontinue Electronic Services, or any portiorrébg at any
time.

(b) Without limiting the responsibilities of the istee or the rights of the Sponsor stated elsewhehis
Agreement, Electronic Services shall be providethéoSponsor without acceptance of legal liabiighated to or
arising out of the electronic nature of the delyver provision of such Services. To the extent #rat Electronic
Services utilize Internet services to transporadatcommunications, the Trustee will take, and3pensor agrees
to follow, reasonable security precautions. Howethex Trustee disclaims any liability for intercept of any such
data or communications. The Trustee reserves ghé mot to accept data or communications transthitte
electronically or via electronic media by the Spmrar a third party if it determines that the mettod delivery does
not provide adequate data security, or if it isadtinistratively feasible for the Trustee to Use data security
provided. The Trustee shall not be responsiblediod, makes no warranties regarding access, speraitability of
Internet or network services, or any other serurpiired for electronic communication, nor doesThestee make
any warranties, express or implied, and specifiadibclaims all warranties of merchantability, &8s for a
particular purpose, or non-infringement. The Traskall not be responsible for any loss or damelgeed to or
resulting from any changes or modifications toHEbectronic Services made in violation of this Agrest.

(c) The Sponsor acknowledges that certain web #itesigh which the Electronic Services are access®gbe
protected by passwords or require a login and gun$Sor agrees that neither the Sponsor nor, wipgleable,
Participants, will obtain or attempt to obtain utenrized access to such Services or to any otloeeqted materials
or information, through any means not intentionafigde available by the Trustee for the specificafsbe
Sponsor. To the extent that a PIN is necessargdoess to the Electronic Services, the Sponsor
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and/or its Participants, as the case may be, by sesponsible for all activities that occur ionmection with such
PINs.

(d) The Trustee will provide to Participants thdl¥iew smservice via NetBenefits, through which Participants
may elect to consolidate and manage any retireamuunt information available through NetBenefgsiell as
External Account Information. To the extent notyaded by the Trustee or its affiliates, the datgragation service
will be provided by Yodlee.com, Inc. or such othetependent provider as the Trustee may selecsuyput to a
contract that requires the provider to take appat@isteps to protect the privacy and confidenyiaf information
furnished by users of the service. The Sponsoraeledges that Participants who elect to use FuliMi@must
provide passwords and PINs to the provider of dggregation services. The Trustee will use Extedcabunt
Information to furnish and support FullViei®or other services provided pursuant to this Agregnand as
otherwise directed by the Participant. The Trustglenot furnish External Account Information to athird party,
except pursuant to subpoena or other applicableTae Sponsor agrees that the information accueidirough
FullView smshall not be made available to the Sponsor, pralidewever, that the Trustee shall provide to the
Sponsor, upon request, aggregate usage data titatreono personally identifiable information.

Section 16. _Assignment

This Agreement, and any of its rights and obligagibereunder, may not be assigned by any partputithe
prior written consent of the other party(ies), andh consent may be withheld in any party’s saerdtion.
Notwithstanding the foregoing, Trustee may asdigs Agreement in whole or in part, and any of ights anc
obligations hereunder, to a subsidiary or affilietdrustee without consent of the Sponsor. Aligmns in this
Agreement shall extend to and be binding upon #régs hereto and their respective successors emaitped
assigns.

Section 17. Force Majeure

No party shall be deemed in default of this Agreente the extent that any delay or failure in perfance of
its obligation(s) results, without its fault or tiggnce, from any cause beyond its reasonable @ostich as acts of
God, acts of civil or military authority, acts @rtorism, whether actual or threatened, quarantemabargoes,
epidemics, war, riots, insurrections, fires, exjuos, earthquakes, floods, unusually severe weathratitions,
power outages or strikes. This clause shall noasgxany of the parties to the Agreement from aatyility which
results from failure to have in place reasonaldaster recovery and safeguarding plans adequapedtaction of
all data each of the parties to the Agreementespansible for maintaining for the Plan.

Section 18. _Confidentiality; Safeguarding of Dat .

(a) Confidential Information In connection with this Agreement, each of thetips has disclosed and may
continue to disclose to the other party informatioat relates to the disclosing party’s businessations, financial
condition, employees, former employees, eligiblpatelents and beneficiaries of such employees antefo
employees, customers, business associates, prpdentiEes or technical knowledge. Except as otiserw
specifically agreed in writing by the parties, Ttresand Sponsor each agree that from and afté&ffbetive Date
(i) all information communicated to it before otaafthe Effective Date by the other and identiféesdconfidential or
proprietary, (ii) all information identified as cficeential or proprietary to which it has access@mnection with the
services, whether such access was before or hétdtffective Date, (iii) all information communieat to it that
reasonably should have been understood by thevieggiarty to be proprietary and confidential te ttisclosing
party including without limitation
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technical, trade secret or business informatiorgrfcial information, business or marketing stras@ir plans,
product development or customer information, amyitfie terms and conditions of this Agreement gailively, the
“Confidential Information”) will be used only in aordance with this Agreement.

(b) Ownership of Information/Safeguarding Inforinat. Each party’s Confidential Information will remai
the property of that party except as otherwise &sgly provided in this Agreement. Each party wsk @t least the
same degree of care to safeguard and to prevembslisg to third parties the Confidential Infornuatiof the other
as it employs to avoid unauthorized disclosureuddlipation of its own information (or informatiorf s customers
of a similar nature, and in any event, no less tieasonable care. Each party may use and disateseant aspects
of the other party’s Confidential Information ts #@mployees, affiliates, subcontractors and agderitee extent such
disclosure is reasonably necessary for the perfocmaf its obligations under this Agreement orehéorcement of
its rights under this Agreement; provided, howettaait the disclosing party shall ensure that surtigs agree to t
bound by confidentiality provisions at least agrieve as those set forth in this Section 18; pravided further,
however, that in no event shall Sponsor disclosh §lonfidential Information to direct competitorfstioe Trustee.
Each party will be responsible for any impropecttisure of Confidential Information by such partgisployees,
affiliates, subcontractors or agents. Neither patity(i) make any use or copies of the Confidehlidormation of
the other except as contemplated by this Agreenoetii) sell, assign, lease or otherwise commdscexploit the
Confidential Information (or any derivative worlteteof) of the other party. Neither party will whthid the
Confidential Information of the other party (inclag in the case of the Sponsor, the Personal Rata@fuse for an
reason (including due to the other party’s actuallleged breach of this Agreement) to promptlymnetto the other
party its Confidential Information (including copi¢hereof) if requested to do so.

(c) Return of Information Upon expiration or any termination of this Agmeent and completion of a party’s
obligations under this Agreement, each party \eilrn or destroy, as the owner may direct, all doentation in
any medium that contains or refers to the othetyfsa€onfidential Information; however, each pantay retain
copies of Confidential Information of the otherfyasolely to the extent required for compliancehaapplicable
professional standards and applicable law.

(d) Exceptions to Confidential TreatmenSections 18(a), (b) and (c) shall not applyrig particular
information that either party can demonstrate @gwat the time of disclosure to it (a) alreadyvitndo the receivin
party (and not subject to a pre-existing confidaityi agreement) or (b) publicly known; (ii) aftdisclosure to it,
becomes publicly known through no fault of the reicg party; (iii) was received after disclosureitdrom a third
party who did not indicate that the information wabe treated as confidential in connection wliih disclosure or
(iv) was independently developed by the receiviagypwithout use of the Confidential Informationtb® disclosin
party. In addition, a party will not be considetechave breached its obligations under this Sedt®for disclosing
Confidential Information of the other party to tetent required to satisfy any valid subpoena, tcouter, litigation
or regulatory request, or any other legal requirgnoé a competent governmental authority, provitteat following
receipt of any such request, or making a deterrioinahat disclosure is legally required, and toeleent that it ma
legally do so, such party advises the other paiity po making such disclosure in order that theeotfparty may
object to such disclosure, take action to ensunéiadential

treatment of the Confidential Information, or tateh other action as it considers appropriate dtept the
Confidential Information. In addition, Trustee wilbt be considered to have breached its obligatioader this
Section 18 for using or disclosing Confidentialdmhation to the extent Trustee or an affiliateh#f Trustee is
specifically authorized by an individual to usettimalividual's personal information (including plaelated and
account-related information applicable to thatwdiial) in connection with any other Trustee praduar services.
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(e) No Duty to Disclose Nothing contained in this Section 18 will be stined as obligating a party to
disclose its Confidential Information to the otlparty, or as granting to or conferring on a pagpressly or
impliedly, any rights or license to the Confidehtigformation of the other party provided that Tiess shall be
excused from its obligations to perform hereundehe extent Sponsor fails to provide any suchrindion as is
reasonably necessary for Trustee to perform thecssrand otherwise meet its obligations hereunder.

(f) Personal Data In order to fulfill its obligations under thisgheement, Trustee may receive in connection
with this Agreement or the services provided hedenmpersonal data, including compensation, benédits
marital/family status and other similar informatiabout participants (“Personal DataTyustee acknowledges tha
is receiving Personal Data only in connection wlith performance of the services and Trustee wiluse or
disclose Personal Data without the permission @3ponsor for any purpose other than as permittéus
Agreement and in fulfilling its obligations undéig Agreement, unless disclosure is required amggd under thi
Agreement or by applicable law. With respect tosBral Data it receives under this Agreement, Teuatgees to
(i) safeguard Personal Data in accordance withritacy policy, and (ii) exercise at least the satamdard of care
in safeguarding such Personal Data that it uspsatiect the personal data of its own employeeshiNgtin this
Agreement shall affect in any way other producs@nwice arrangements entered into separately kstdewor its
affiliates and the Sponsor and/or participants.

(g) Foreign Data Protection LawsSponsor is responsible for any and all actisitiecessary to ensure
compliance with applicable laws regarding datagutidn outside of the United States and for enguthiat the
transfer of Personal Data to Trustee is in compgkanith such laws. Sponsor will not transfer anysBeal Data to
Trustee unless Sponsor has satisfied such lawis,asuthrough the use of consents. Trustee willhitided to
presume that, unless notified to the contrary byrSpr, activities necessary to ensure compliantte suich laws
have been satisfied by Sponsor with respect tBetbonal Data furnished to Trustee hereunder. deusill have no
obligation to process any Personal Data if Truite notice that compliance with such laws hasbean met.

Section 19. General

(a) Performance by Trustee, its Agents or Affdiat

The Sponsor acknowledges and authorizes that thieasg to be provided under this Agreement shall be
provided by the Trustee, its agents or affiliates] that certain of such services may be providesiyant to one or
more other contractual agreements or relationships.

(b) Entire Agreement

This Agreement, together with the Schedules refaréinerein, contains all of the terms agreed ugdwden
the parties with respect to the subject matterdfeiiehis Agreement supersedes any and all otheeagents, writte
or oral, made by the parties with respect to theices.

(c) Waiver.

No waiver by either party of any failure or refutalcomply with an obligation hereunder shall berded a
waiver of any other obligation hereunder or subseg€ailure or refusal to comply with any otherightion
hereunder.

(d) Successors and Assigns
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The stipulations in this Agreement shall inurehte benefit of, and shall bind, the successors asigjas of the
respective parties.

(e) Patrtial Invalidity.

If any term or provision of this Agreement or ttpphcation thereof to any person or circumstanéed! sto any
extent, be invalid or unenforceable, the remaimdéhis Agreement, or the application of such t@mprovision to
persons or circumstances other than those as thithis held invalid or unenforceable, shall netdffected
thereby, and each term and provision of this Age@rshall be valid and enforceable to the fullestet permitted
by law.

() Section Headings

The headings of the various sections and subsesabibthis Agreement have been inserted only foptimpose:
of convenience and are not part of this Agreemadtshall not be deemed in any manner to modifylaéxpexpanc
or restrict any of the provisions of this Agreement

(9) Communications

In the event that the Sponsor retains any respitihsiior delivering Participant communications $ome or all
Participants and beneficiaries, the Sponsor agoefsnish the communications to such Participames timely
manner as determined under applicable law.

The provisions of this Agreement shall apply toidibrmation provided and all Participant commutiimas
prepared and delivered by the Sponsor or the Teudieing the implementation period prior to theation date of
this Agreement and throughout the term set fortthis Agreement.

(h) Survival.

Trustee’s and Sponsor’s respective obligations utide Agreement, which by their nature would coné
beyond the termination of this Agreement, including not limited to those contained in Sectionsdiinspection
and Audit, Indemnification, Confidentiality; Safeapding of Data, shall survive any termination af thgreement.

Section 20. Authorization To Make Available Fidéty Personal Guidance Offerings.

Notwithstanding any provision of the Agreementtte tontrary, Sponsor hereby authorizes Trustee|ifid
Employer Services Company LLC, Fidelity Brokeragavies LLC, and other affiliates of the Trustdgptighout
the term of this Agreement and any extensions tbgte provide and/or offer personal and/or workplaervices,
programs, and products (collectively, “Personaldance Offerings”) to any and all Persons with respewhom
the Trustee receives any information hereundelyditg Personal Guidance Offerings unrelated tioenetent or
employment, and the Trustee may use for such pergig information received hereunder or otherwatated to
the Plan or Sponsor. Such information shall bedéka accordance with Fidelity Investments’ priyaolicy. Any
information collected by the Trustee in the cowsproviding Personal Guidance Offerings may bainetd and
used by the Trustee, Fidelity Employer Services gamy LLC, Fidelity Brokerage Services LLC, or aéftes of the
Trustee after the termination of this AgreementsBes who request that the Trustee discontinue aoritations
related to Personal Guidance Offerings other tharkplace-related offerings shall be permitted tesdan
accordance with industry rules and practices ara@utfh various means that may be specific by comaatioin
medium. Trustee agrees to defend, indemnify and haimless the Sponsor against any Losses, braggirst the
Sponsor by any individual who is contacted by thesTee or any of its affiliates pursuant to the I&uo’'s
authorizations in
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Section 20 where such claims or Losses allegeatttains taken by Trustee or its affiliates in tharketing, sale or
servicing of any product were (i) negligent, fraleht, misleading, or inaccurate, (ii) in violatiohapplicable law,
or (iii) in breach of the terms of any agreemengf®ered into between such individual and Trustedg affiliate)
with respect to such products. Sponsor shall belysobsponsible for ensuring that its authorizagionSection 20
comply with all laws, policies and contracts to eththe Sponsor is subject.

Section 21. Situs of Trust Assets

The Sponsor and the Trustee agree that no asstts dfust shall be located or transferred outefdbée Unite:
States.

Section 22. _Governing Law
(a) Massachusetts Law Controls

This Agreement is being made in the CommonwealtMadsachusetts, and the Trust shall be administered
Massachusetts trust. The validity, constructiofeatf and administration of this Agreement shalgbgerned by ar
interpreted in accordance with the laws of the Camwealth of Massachusetts.

(b) Trust Agreement Controls

The Trustee is not a party to the Plan, and iretrent of any conflict between the provisions of f@n and the
provisions of this Agreement, the provisions oftAgreement shall control.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement éxéeuted by their duly
authorized officers as of the day and year firgiv@bwritten. By signing below, the undersigned espnt that they
are authorized to execute this Agreement on beliidtfe respective parties. Each party may rely outrduty of
inquiry on the foregoing representation.

BRUSH ENGINEERED MATERIALS INC.

By:
Authorized Signatory
Name:
Title:
Date:

FIDELITY MANAGEMENT TRUST COMPANY

By:
FMTC Authorized Signatory

Name:
Date:
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Exhibit 10.2

SECOND AMENDMENT
TO
BRUSH ENGINEERED MATERIALS INC.
AMENDED AND RESTATED EXECUTIVE DEFERRED COMPENSATIO N PLAN I

The Brush Engineered Materials Inc. Amended andd®sas$ Executive Deferred Compensation Plan Il (the
“Plan™), adopted on June 29, 2008, is here by ameémal the following respects effective July 28, 200

1. Section 2.20 of the Plan is amended and restatasd follows:

2.20 Valuation Dateneans each day the New York Stock Exchange is open.
2. A new Section 2.21 is added to the Plan to pralé as follows:

2.21 Change in Controheans

(i) The acquisition by any individual, entity orayp (within the meaning of Section 13(d)(3) or )42 of the
Securities Exchange Act of 1934, as amended (tlkeH&nge Act”)) (a “Person”) of beneficial ownerskithin
the meaning of Rule 13d-3 promulgated under thenBmge Act) of voting securities of the Company veh&rch
acquisition causes such Person to own (X) 20% aermabthe combined voting power of the then outsitag voting
securities of the Company entitled to vote gengiialthe election of directors (the “Outstandingn@zany Voting
Securities”) without the approval of the IncumbBotrd as defined in (ii) below or (Y) 35% or moffeloe
Outstanding Voting Securities of the Company whith &pproval of the Incumbent Board; provided, hoavethat
for purposes of this subsection (i), the followazpuisitions shall not be deemed to result in angban Control:
(A) any acquisition directly from the Company tieapproved by the Incumbent Board (as definedibssaction
(i), below), (B) any acquisition by the Companyaosubsidiary of the Company, (C) any acquisitigraby
employee benefit plan (or related trust) sponsoredaintained by the Company or any corporatiortrodied by
the Company, (D) any acquisition by any Personyansto a transaction described in clauses (A)af®) (C) of
subsection (iii) below, or (E) any acquisition loy,other Business Combination (as defined in li@ow) with, a
person or group of which employees of the Compargng subsidiary of the Company control a gredtant25%
interest (a “MBO")but only if at least one Participant is one of thesployees of the Company or any subsidia
the Company that are participating in the MBO; jded, further, that if any Person’s beneficial ovahgp of the
Outstanding Company Voting Securities reaches oe@ds 20% or 35%, as the case may be, as a reault o
transaction described in clause (A) or (B) abowel, such Person subsequently acquires beneficiatiship of
additional voting securities of the Company, sughsgquent acquisition shall be treated as an dtiqaithat cause
such Person to own 20% or 35% or more, as themagée, of the Outstanding Company Voting Secuitad
provided, further, that if at least a




majority of the members of the Incumbent Board heiees in good faith that a Person has acquireefizal
ownership (within the meaning of Rule 13d-3 pronatgl under the Exchange Act) of 20% or more of the
Outstanding Company Voting Securities inadverterathd such Person divests as promptly as practicbl
sufficient number of shares so that such Persosflugally owns (within the meanings of Rule 13d+®mulgated
under the Exchange Act) less than 20% of the Quistg Company Voting Securities, then no Chang€anitrol
shall have occurred as a result of such Personisisition; or

(i) individuals who, as of the date hereof, cougé the Board (the “Incumbent Board” (as modifiscdthis
clause (ii)) cease for any reason to constituteast a majority of the Board; provided, howevieattany individual
becoming a director subsequent to the date hereo$eavelection, or nomination for election by ther(any’s
shareholders, was approved by a vote of at leastjarity of the directors then comprising the Indaent Board
(either by a specific vote or by approval of thexyr statement of the Company in which such persaraimed as a
nominee for director, without objection to such rieation) shall be considered as though such indadidvere a
member of the Incumbent Board, but excluding, i purpose, any such individual whose initial agstion of
office occurs as a result of an actual or threateriection contest with respect to the electioreanoval of directors
or other actual or threatened solicitation of pesxdor consents by or on behalf of a Person otlaerttie Board; ¢




(i) the consummation of a reorganization, mergeconsolidation or sale or other disposition dfoal
substantially all of the assets of the Companyeracquisition of assets of another corporatiomtioer transaction
(“Business Combination”) excluding, however, sudBusiness Combination pursuant to which (A) thevidiials
and entities who were the ultimate beneficial owradrvoting securities of the Company immediatefpipto such
Business Combination beneficially own, directlyirdirectly, more than 65% of, respectively, thertloaitstanding
shares of common stock and the combined voting pofihe then outstanding voting securities erditie vote
generally in the election of directors, as the caag be, of the entity resulting from such Businé@esnbination
(including, without limitation, an entity that agesult of such transaction owns the Company asralubstantially
all of the Company’s assets either directly or tigto one or more subsidiaries), (B) no Person (ekatpany
employee benefit plan (or related trust) of the @any, the Company or such entity resulting fromhsBasiness
Combination) beneficially owns, directly or inditlc(X) 20% or more, if such Business Combinatisrapproved
by the Incumbent Board or (YY) 35% or more, if sBeisiness Combination is not approved by the IncuthBeard
of the combined voting power of the then outstagdiacurities entitled to vote generally in the titecof directors
of the entity resulting from such Business Comhoraaind (C) at least a majority of the memberseflioard of
directors of the corporation resulting from suctsiBess Combination were members of the Incumbeatdat the
time of the execution of the initial agreementpbthe action of the Board, providing for such Biesis
Combination; or




(iv) approval by the shareholders of the Compang cdmplete liquidation or dissolution of the Compa
except pursuant to a Business Combination descitbelduses (A), (B) and (C) of subsection (iiipoae.

3. Section 5.2 of the Plan is amended and restatad follows:

5.2 Investment Return Each Account shall be deemed to bear an investraturn as if invested in the
manner elected by the Participant from a list estment funds from time to time determined byGloenpensation
Committee. The Compensation Committee may deldgdtee Company’s Retirement Plan Investment Conemitt
the duty and authority to determine the investnfiendls to be used for this purpose under the Pteahyding the
discretion to eliminate, add, or substitute investirfunds from time to time. Deemed investmentrretinder the
Plan shall be determined from the date of creditihgn amount to the Participant’s Account (inchgldeemed
income thereon) through the date which is threes gaipr to distribution of such amount from the Aaat in
accordance with procedures established by the CaoynpaParticipant shall be permitted to changeimigstment
election under the Plan for any portion or all if Account as of any day the New York Stock Excleaisgopen in
accordance with such rules and procedures as tmp&uy shall establish for this purpose. The Comshayl have
no obligation to actually invest funds pursuanatBarticipant’s elections, and if the Company doesst funds, a
Participant shall have no right to any investeasssther than as a general unsecured creditbedEbmpany.
During any period in which a Participant has notiman election relating to the investment of soorign of his
Account, such as in the case of an investment fuadiously selected by the Participant ceasingetavmilable
under the Plan, the Retirement Plan Investment Gtteershall determine the investment fund or futodse used i
determining investment return for that portion &f Account.

4. A new Section 7.6 is added to the Plan to provads follows:

7.6 Provisions Effective Upon a Change in Contrblotwithstanding the provisions of Section 7.8 &2,
upon a Change in Control the Administrative Comesiftwhether or not earlier appointed, shall cordigtose
three Participants from time to time having thgéemt Accounts under the Plan following the datevbith the
Change in Control occurs who consent to serve e\tiministrative Committee. The Administrative Coittae as
so constituted shall replace any Administrative @otree earlier appointed or established pursuaBettion 7.2.
The Administrative Committee shall assume the aolé duties of the Plan Administrator as otherwetdfarth in
this Article 7. Any individual serving on the Adnmdtrative Committee shall not vote or act on anyteraelating
solely to himself. In the event that there arethote Participants available to serve in such dgpahe remaining
Participants may appoint an independent third padiyinistrator to serve in such capacity.

5. A new Section 7.7 is added to the Plan to prowdds follows:

7.7 Legal Fees and Expenses Following Change mirGlo Following a Change in Control, in the event that
the Administrative Committee should determine that




Company has failed to comply with any of its obtigas under the Plan or in the event that the Campat any
other person takes or threatens to take any atdideclare the Plan void or unenforceable, ortutgts any litigatiol
or other action or proceeding designed to denyo oecover from, any Participant the benefits pdedi or intended
to be provided to the Participant under the Pla@,Gompany irrevocably authorizes the AdministeatBommittee
or affected Participant, as the case may be, (tBlaiftnant”) from time to time to retain counsel@gimant’s
choice, at the expense of the Company as hergatieided, to advise and represent the Claimanbmmection witt
any such interpretation, enforcement or defenstyding without limitation the initiation or defea®f any
litigation or other legal action, whether by or exgathe Company or any director, officer, stocktaslor other
person affiliated with the Company, in any jurigiio. Without respect to whether the Claimant pilsy@n whole
or in part, in connection with any of the foregaitiyze Company will pay and be solely financiallgpensible for
any and all attorneys’ and related fees and exgensarred by the Claimant in connection with afyhe
foregoing. Such payments shall be made no later Brecember 31 of the year following the year invléch the
Claimant incurs the expenses, provided that invemewill the amount of expenses eligible for reirgement in
one year affect the amount of expenses to be regeduor in-kind benefits to be provided, in anyesttaxable
year.

6. Section 8.5 of the Plan is amended and restatad follows:

8.5 Amendment or TerminationSubject to the provisions of Section 8.4 an@8the Company reserves the
right to amend, modify, suspend or terminate ttaRlt any time by action of its Board or of the @emsation
Committee of its Board; provided that no prior netto any Participant shall be required, and prexdifiirther, that
no such action may deprive a Participant of hibtado receive a benefit pursuant to the Plan veipect to
compensation deferred prior to such action. HowefiarChange in Control occurs, notwithstanding thregoing,
during the period of three years that follows s@tfange in Control, no amendment, modification, sasjon or
termination shall be effective unless, (a) suchrangent, modification, suspension, or terminatiooassented to
by all Participants, or (b) such action is requiredrder to comply with Section 409A of the Codeother
applicable law.

WITNESS WHEREOF, Brush Engineered Materials Ins taused this Amendment to be executed by its duly
authorized officer this 28th day of July, 2009.

BRUSH ENGINEERED MATERIALS INC.

By: /s/ Michael C. Hasyche

Name: Michael C. Hasychak
Title:  Vice President, Treasurer and Secre




Exhibit 11

BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

COMPUTATION OF PER SHARE EARNINGS

Second Quarter Ended

Six Months Ended

July 3, June 27,
2009 2008

20,159,00  20,394,00

$(8,930,00) $11,754,00
$ (049 % 0.5¢

20,159,00  20,394,00

— 232,00(

20,159,00 20,626,00

July 3, June 27,
2009 2008
Basic:
Average shares outstandi 20,186,000 20,399,00
Net (Loss) Incom $ (785,000 $ 7,158,00!
Per share amoul $ (0.04) $ 0.3
Diluted:
Average shares outstandi 20,186,000  20,399,00
Dilutive stock securities based on the treasurglstc
method using average market pr — 254,00(
Totals 20,186,000 20,653,000
Net (Loss) Incom $ (785,000 $ 7,158,00!
Per share amoul $ (0.04) $ 0.3

$(8,930,00) $11,754,00
$ 0.44) $ 0.57

Under SFAS No. 128, “Earnings per Share,” no padénbmmon shares are included in the computatfon o
diluted per share amounts when a loss from comtghaperations exists. Accordingly, dilutive sedadthave been
excluded from the diluted per share calculatiothimnamounts of 132,000 for the second quarter eddigd3, 2009

and 116,000 for the six months ended July 3, 2009.
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Exhibit 31.1

CERTIFICATIONS

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

Based on my knowledge, this report does notaio any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, 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, andlfi@ periods presented in this rep

The registrant’s other certifying officer ahdre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13ez15(f) and 15-15(f)) for the registrant and ha

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

b) designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuramzgdeng 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; an

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

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

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

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

/s Richard J. Hippl
Dated: August 11, 200! Richard J. Hippl
Chairman, President and Chief Executive Offi
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Exhibit 31.

CERTIFICATIONS

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

Based on my knowledge, this report does notaio any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, 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, amgdtfe 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 defined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

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 preszh

b) designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuramzgdeng 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 adgatures, as of the end of the period coveredibydport based on such
evaluation; an

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

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

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

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

/s/ John D. Grampa

Dated: August 11, 200! John D. Grampe
Senior Vice President Finance and
Chief Financial Officer




Exhibit 32

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 Engineeratdvlals Inc. (the “Company”) for the quarter endety 3, 2009, as filed with the
Securities and Exchange Commission on the dateh@he “Report”),each of the undersigned officers of the Compantfiesy, that, to suc
officer's knowledge:

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

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

Dated: August 11, 2009

/s/ Richard J. Hipple

Richard J. Hipple

Chairman of the Board, President and Chief
Executive Officer

/s/ John D. Grampa

John D. Grampe

Senior Vice President Finance and
Chief Financial Officer




