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PART | FINANCIAL INFORMATION
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

ltem 1. Financial Statements

The consolidated financial statements of Brush Begjied Materials Inc. and its subsidiaries forgharter
ended April 2, 2010 are as follows:

Consolidated Statements of Income —
First Quarter ended April 2, 2010 and April 3, 2(
Consolidated Balance Sheets —
April 2, 2010 and December 31, 20
Consolidated Statements of Cash Flows —
First Quarter ended April 2, 2010 and April 3, 2(
EX-11
EX-31.1
EX-31.2
EX-32.1
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Consolidated Statements of Incom

(Unaudited)
First Quarter Ended
Apr. 2, Apr. 3,
(Thousands, except per share amounts) 2010 2009
Net sales $295,08: $135,35¢
Cost of sale: 245,76¢ 120,75
Gross margir 49,31 14,60z
Selling, general anadministrative expens 30,34( 22,544
Research and development expe 1,68¢ 1,69¢
Othel-net 4,084 1,75¢
Operating profit (loss 13,20¢ (11,39
Interest expens— net 61¢ 32€
Income (loss) before income tax 12,58¢ (11,719
Income tax expense (bene! 5,86¢ (3,574
Net income (loss $ 6,721 $ (8,149
Net income (loss) per share of common st— basic $ 03z $ (0.40
Weightec-average number of common shares outstar— basic 20,257 20,13:
Net income (loss) per share of common s+— diluted $ 03z $ (0.40
Weightec-average number of common shares outstar— diluted 20,467 20,13¢

See notes to consolidated financial statements.
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Consolidated Balance Sheet

(Unaudited)
Apr. 2, Dec. 31,
(Dollarsin thousands) 2010 2009
Assets
Current assetl
Cash and cash equivalel $ 11,117 $ 12,25:
Accounts receivabl 113,40° 83,99
Other receivable 5,29¢ 11,05¢
Inventories 140,46¢ 130,09¢
Prepaid expense 28,93: 28,02(
Deferred income taxe 11,19:¢ 14,75:
Total current asse 310,41 280,17t
Relater-party notes receivab 90 90
Long-term deferred income tax 4,87: 4,87:
Property, plant and equipme— cost 687,70: 665,36:
Less allowances for depreciation, depletion andréipadion (443,13 (437,599
Property, plant and equipmeé— net 244.56° 227,76¢
Other asset 43,501 42,01«
Goodwill 74,39¢ 67,03/
Total assets $677,84: $ 621,95
Liabilities and Shareholders Equity
Current liabilities
Shor-term debi $ 50,45¢ $ 56,14¢
Accounts payabl 35,00z 36,57:
Other liabilities and accrued iter 46,11 44,08:
Unearned revent 607 432
Income taxe: 1,46¢ 2,45¢
Total current liabilities 133,64¢ 139,69
Other lon¢-term liabilities 54,331 49,27¢
Retirement and pc-employment benefit 80,13t 82,35¢
Long-term income taxe 2,32¢ 2,32¢
Deferred income taxe 1,77(C 13€
Long-term deb 58,30¢ 8,30¢
Shareholder equity 347,32 339,85¢
Total liabilities and shareholders’ equity $ 677,840 $621,95

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

(Unaudited)
First Quarter Ended
Apr. 2, Apr. 3,
(Dollarsin thousands) 2010 2009
Net income (loss $ 6,721 $ (8,149
Adjustments to reconcile net income (loss) to netsh used in
operating activities:
Depreciation, depletion and amortizat 8,521 7,235
Amortization of mine cost — 55¢
Amortization of deferred financing costs in intérespens¢ 15¢ 104
Derivative financial instrument ineffectivene 48¢ —
Stocl-based compensation expel 95( 59C
Changes in assets and liabilities net of acquirecsaets
and liabilities:
Decrease (increase) in accounts receiv (26,31) 13,21
Decrease (increase) in other receiva 5,757 1,411
Decrease (increase) in inventt (20,089 5,48¢
Decrease (increase) in prepaid and other curreets (821) 2,06t
Decrease (increase) in deferred income ti 3,42¢ (22
Increase (decrease) in accounts payable and acexpetse (896) (22,80))
Increase (decrease) in unearned reve 174 557
Increase (decrease) in interest and taxes pa (935) (3,555
Increase (decrease) in Ic-term liabilities (2,809 (13,47)
Other— net (162) 2,71
Net cash used in operating activitie (15,82%) (14,059
Cash flows from investing activitie
Payments for purchase of property, plant and eceiip (13,349 (6,10€6)
Payments for mine developme (2,477 (264)
Reimbursements for capital equipment under goventr@ntracts 5,36( 2,932
Payments for purchase of business net of cashvest (22,339 —
Proceeds from transfer of acquired inventory tosggmment line 3,33¢ —
Proceeds from sale of property, plant and equipt 76 —
Net cash used in investing activitie (29,389 (3,439
Cash flows from financing activitie
Proceeds from issuance (repayment) of -term debi (5,697)  11,10:
Proceeds from issuance of l-term debt 50,00( 30C
Issuance of common stock under stock option 27 —
Tax benefit from exercise of stock optic 2
Net cash provided from financing activities 44,33: 11,40:
Effects of exchange rate chang (259 464
Net change in cash and cash equivaler (1,13¢) (5,629
Cash and cash equivalents at beginning of peric 12,25! 18,54¢
Cash and cash equivalents at end of peric $11,11° $12,917

See notes to consolidated financial statements.
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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 A@j 2010 and December 31, 2009 and the resubip@fations for th
three month periods ended April 2, 2010 and Apr2@09. All adjustments were of a normal and rengrnature.

Note B—Inventories

Apr. 2, Dec. 31,

(Dallarsin thousands) 2010 2009

Principally average cos

Raw materials and suppli $ 36,78( $ 38,74(
Work in proces: 129,86 119,69¢
Finished good 41,79¢ 38,95(
Gross inventorie 208,44( 197,38t
Excess of average cost over LIFO inventory vi 67,97 67,29(
Net inventories $140,46¢  $130,09¢

Note C—Pensions and Other Po«-retirement Benefits

The following is a summary of the first quarter QGind 2009 net periodic benefit cost for the domekfined
benefit pension plan and the domestic retiree na¢gian.

Pension Benefits Other Benefits

First Quarter Ended First Quarter Ended

Apr. 2, Apr. 3, Apr. 2, Apr. 3,
(Dallarsin thousands) 2010 2009 2010 2009
Components of net periodic benefit cost
Service cos $ 1,24« $ 1,11¢ $ 68 $ 72
Interest cos 2,15¢ 1,99: 43t 482
Expected return on plan ass (2,536 (2,172 — —
Amortization of prior service co: (132) (143) (9) (9)
Amortization of net los 711 434 — —
Curtailment gair — (1,069) — —
Net periodic benefit cos $ 1,44 $ 15¢ $ 494 $ 54t

As a result of a significant reduction in force,magement determined that there was a curtailmettieof
domestic defined benefit pension plan in the fitsarter 2009. In accordance with accounting guigsli the plan
assets and liabilities were remeasured as of theiltnent date of February 28, 2009. As part ofréreeasurement,
management reviewed all of the key valuation assiompand increased the discount rate from 6.15%.80%.

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 geovice cost benefit. Cost of sales was redugeRDI8 million
and selling, general and administrative expenseradisced by $0.3 million from the recording of three-time
benefit.

The Company made contributions to the domesticddfbenefit pension plan of $2.9 million in thesfir
quarter 2010 as expected.
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Note D—Contingencies

Brush Wellman Inc., one of the Company’s wholly @drsubsidiaries, is a defendant in various legal
proceedings where the plaintiffs allege that thayencontracted chronic beryllium disease (CBD)etaited ailment
as a result of exposure to beryllium. Managemeleyes that the Company has substantial defenskgsands to
defend these suits vigorously. The Company hagdedoa reserve for CBD litigation of $0.4 millios af April 2,
2010 and $0.6 million as of December 31, 2009. Tés®rve covers existing claims only and unassetteohs
could give rise to additional losses. Defense casteexpensed as incurred. Final resolution oafserted claims
may be for different amounts than currently resériavo cases were settled for an aggregate cdassthan
$0.1 million in the first quarter 2010.

The outstanding CBD cases as of April 2, 2010 wvleird-party claims where the alleged exposure aeclr
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 §strter 2010.

Williams Advanced Materials Inc. (WAM), one of t®mpany’s wholly owned subsidiaries, was a defehdan
in an ongoing patent infringement legal case. fpoase, WAM had filed various counter-claims agains
plaintiff. In early April 2010, WAM and the plairftiagreed to dismiss all claims against each otRerindemnity
payments were made by either party.

The Company has an active environmental complianacgram and records reserves for the probableofost
identified environmental remediation projects. Tagerves are established based upon analyses teddycthe
Company'’s engineers and outside consultants analdjusted from time to time based upon on-goindistiand
the difference between actual and estimated cbktsreserves may also be affected by rulings agdtiaions witt
regulatory agencies. The undiscounted reserve talaas $5.7 million as of April 2, 2010 and $5.8liom as of
December 31, 2009. Environmental projects tencettobg-term and the final actual remediation cosy differ
from the amounts currently recorded.

Note E —Comprehensive Income

The reconciliation between net income (loss) amdmehensive income (loss) for the three month perio
ended April 2, 2010 and April 3, 2009 is as follows

First Quarter Ended

Apr. 2, Apr. 3,

(Dallarsin thousands) 2010 2009
Net income (loss $6,721  $(8,149)
Cumulative translation adjustme (90€) (2,586
Change in the fair value of derivati

financial instrument 531 1,32«
Pension and other retirement p

liability adjustments 37¢€ 1,752
Comprehensive income (los $6,722  $(7,659)
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Note F—Segment Reporting

Advanced

Material Specialty Beryllium Engineerec
Technologie: Engineerec  and Beryllium Material All
(Doallarsin thousands) and Service: Alloys Composites Systems Subtotal Other Total
First Quarter 201
Sales to external custome $ 203,01 $ 63,38 $ 13,09t $ 15,46: $294,95! $ 127 $295,08:
Intersegment sale 394 3,74¢ 33 392 4,56¢ — 4,56¢
Operating profit (loss 8,46¢ 3,32¢ 2,157 1,041 14,99C (1,78%)  13,20¢
Assets 314,86 205,55¢ 91,947 23,04¢ 635,41 42,42¢ 677,84
First Quarter 200
Sales to external custome $ 80,07 $ 36,89 $ 12,99C $ 5,40t $13535¢ $§ — $135,35¢
Intersegment sale 12t 80t 52 35¢ 1,34( — 1,34(
Operating profit (loss 70& (10,919 1,82¢ (2,637 (11,01H (377 (11,399
Assets 215,60: 213,89¢ 52,69¢ 18,13¢  500,33: 50,69¢ 551,02

Note G—Stock-based Compensation Expens

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

The Company granted approximately 212,000 stockemmttion rights (SARS) to certain employees inftrs
quarter 2010 at a strike price of $21.24 per shEhne.fair value of the SARs, which was determinedh® grant
date using a Black-Scholes model, was $11.51 mgesind will be amortized over the vesting peribthree years.
The SARs expire ten years from the date of thetgran

Total stock-based compensation expense for theeadod previously existing awards and plans was
$1.0 million in the first quarter 2010 and $0.6lrail in the first quarter 2009.

Note H—Income Taxes

The tax expense of $5.9 million in the first qua610 was calculated by applying a rate of 46.6firest
income before income taxes while the tax benef&36 million in the first quarter 2009 was caldathby applying
a rate of 30.5% against the loss before incomestaxthat period. The differences between the siatuand
effective rates in both quarters was due to theaghpf percentage depletion, foreign source incantedeductions,
the production deduction and other factors. Exgeutbmpensation also affected the rate differemtigtie first
quarter 2010.

In addition, the tax expense in the first quar@t@included a discrete item of $1.4 million foe tteduction in
a deferred tax asset. The asset was reduced aslaafethe recently enacted Patient ProtectionAsfifiokdable Care
Act, as amended by the Health Care and Educaticoridiation Act. This new legislation eliminatdgetincome
tax deduction related to prescription drug bengiitssided to retirees and reimbursed under the béadiPart D
retiree drug subsidy program beginning in 2013.

Discrete events did not have a material impactereffective rate in the first quarter 2009.

Note | —Acquisition

On January 5, 2010, the Company acquired the aulisig stock of Academy Corporation of Albuquerque,
New Mexico for $22.7 million in cash. Academy prdes precious and n-precious metals and refining services
a variety of applications, including architectugédss, solar energy, medical and electronics. Majoduct forms
include sputtering targets, sheet, fine wire, rod powder. Academy employs approximately 150 peapits two
leased facilities.

The Company financed the acquisition with a comtimmeof cash on hand and borrowing under the
$240.0 million revolving credit agreement. The fase price is subject to adjustment based upohviioking
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capital valuations and other matters as detailgédarpurchase agreement. Immediately after thehpse; the
Company transferred Academy’s precious metal iromrib a a financial institution for its fair valwd $3.3 million
and consigned it back under the existing consigihiress.

Academy’s results are included in the Company’arfirial statements since the acquisition date aad ar
reported as part of the Advanced Material Techriebbgnd Services segment. Academy had sales of $4ilion
and generated income before income taxes of $0l@min the first quarter 2010. The purchase padecation is
preliminary in that the Company has not yet conguléts appraisal of the acquired tangible and gitale assets nc
have the acquired deferred taxes been valued. Aecmed balance sheet depicting the preliminary ata@ssigne
to the acquired assets and liabilities as of tlygis@tion date is as follows:

Asset
(Dollarsin thousands) (Liability)
Cash $ 37¢
Current assel 4,53:
Precious metal inventol 3,33¢
Finite-lived intangible asse 3,25¢
Property, plant and equipme 8,55¢
Other asset 11
Goodwill 7,081
Current liabilities (4,439
Total purchas: $22,71:

Assuming that the Academy acquisition occurredamuary 1, 2009, the pro forma effect on selectealitems
from the Company’s Consolidated Statement of Incameeas follows:

Pro Forma Results
First Quarter Ended

Apr. 2, Apr. 3,
(Dollarsin thousands, except per share amounts) 2010 2009
Sales $295,08: $177,00°
Income (loss) before income tax 12,58¢ (12,260)
Net income (loss 6,721 (8,496
Diluted earnings per sha $ 0.3t $ (0.42

Note J—Fair Value of Financial Instruments

The Company measures and records financial institgvag their fair values. A fair value hierarchysed for
those instruments measured at fair value thatndjgishes between assumptions based on marketatestar¢able
inputs) and the Company’s assumptions (unobsenmples). The hierarchy consists of three levels:

Level 1 — Quoted market prices in active marketsdentical assets and liabilities;
Level 2 — Inputs other than Level 1 inputs thateither directly or indirectly observable; and,

Level 3 — Unobservable inputs developed using egisiand assumptions developed by the Companyhwhic
reflect those that a market participant would use.
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The following table summarizes the financial instents measured at fair value in the consolidatéghbe
sheet as of April 2, 2010:

Fair Value Measurements
Quoted Prices

in Active
Markets for Significant Significant
Identical Observable Unobservable
(Dollarsin thousands) Assets Inputs Inputs
Description Total (Level 1) (Level 2) (Level 3)
Financial Assets
Directors’ deferred compensation investme $ 59 $ 59¢ $ — 3 —
Foreign currency forward contrac 932 — 932 —
Copper forward contrac 804 — 804 —
Total $2,33: $ 50¢ $ 1,73¢ $ —
Financial Liabilities
Directors’ deferred compensation liabili $ 59¢ $ 5%¢ $ — 3 —
Embedded copper derivati 3,71¢ — 3,71¢ —
Total $4,312 $ 59¢ $ 3,71¢ % —

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 @theking capital items and debt on the Consolidd&alance
Sheet approximate their fair values as of Apri2@10.

Note K —Derivative Instruments and Hedging Activity

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

The Company sells products to overseas customéhgiinlocal currencies, primarily the euro, stagliand
yen. The Company uses foreign currency derivativesnly forward contracts and options, to hedgsé¢he
anticipated sales transactions. The purpose didgldge program is to protect against the reductiaollar
value of the foreign currency sales from adverssharge rate movements. Should the dollar strengthen
significantly, the decrease in the translated valuhe foreign currency sales should be partiaffget by
gains on the hedge contracts. Depending upon tlieot® used, the hedge contract may limit the benefi
from a weakening U.S. dollar.

The use of forward contracts locks in a firm ratd aliminates any downside from an adverse rate
movement as well as any benefit from a favoraltie movement. The Company may from time to time
choose to hedge with options or a tandem of optioiesvn as a collar. These hedging techniques oain li
or eliminate the downside risk but can allow fom&oor all of the benefit from a favorable rate moeat

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

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

The Company will only enter into a derivative caatrif there is an underlying identified exposure.
Contracts are typically held until maturity. Thermany does not engage in derivative trading aciit
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and does not use derivatives for speculative pagoshe Company only uses currency hedge contracts
that are denominated in the same currency as ttherlying exposure.

All derivatives are recorded on the balance shitbtedr fair values. If the derivative is desigrshtend effective
as a cash flow hedge, changes in the fair valtbeoflerivative are recognized in other comprehenisisome (OCI
until the hedged item is recognized in earning® ifleffective portion of a derivative’s fair valugany, is
recognized in earnings immediately. If a derivaiv@ot a hedge, changes in the fair value arestatjuthrough
income. The fair values of the outstanding derixegtiare recorded on the balance sheet as asdéts diérivatives
are in a gain position) or liabilities (if the deatives are in a loss position). The fair valuel &also be classified as
short-term or long-term depending upon their matudates.

The outstanding foreign currency forward contréetd a notional value of $27.7 million and a failuesof
$0.9 million as of April 2, 2010. The fair value sveecorded in prepaid expenses. All of these cotstnaere
designated as and effective as cash flow hedgeseMmas no ineffectiveness associated with theandig foreig
currency derivatives.

A summary of the hedging relationships of the @utding derivative financial instruments designatsaash
flow hedges as of April 2, 2010 and April 3, 200®iahe amounts transferred into income for theetimenth
periods then ended is as follows:

Apr. 2, Apr. 3,
(Dollars in Thousands) 2010 2009
Derivative in Cash Flow Hedging Relationship Foreign Currenc Foreign Currenc
Contract Contract
Effective Portion of Hedge
Gain (Loss) Recognized in OCI at the End of thadel
Forward contract $ 93z % 882
Options (collars — —
Total $ 93z ¢ 882
Location of Gain (Loss) Reclassified from OCI imb@ome Othel-nel Other-nel
Amount of Gain (Loss) Reclassified from OCI intaéme
Forward contract $ (100 % (200
Options (collars — 21z
Total $ (100 % 12
Ineffective Portion of Hedge and Amounts Excludiemhf
Effectiveness Testing
Location of Gain (Loss) Recognized in Income onilzsive Othel-nel Other-nel
Amount of Gain (Loss) Recognized in Income on Destiixe $ — 8 —

The Company secured a debt obligation with an exi@dopper derivative in October 2009. The denveati
provides an economic hedge for the Company’s cojpwentory against movements in the market priceapiper.
However, the derivative does not qualify as a hddgaccounting purposes and changes in its fdirevare charge
against income in the current period. In the fipsarter 2010, the Company secured forward conttagesduce the
variability of the charges against income due tovemoents in the derivative’s fair value. The ineffeeness on the
embedded derivative and the forward contract waet &0.5 million in the first quarter 2010 and wasorded in
other-net on the Consolidated Statement of Incdrhe.forward contracts and the embedded copperatenty
mature in the second and third quarter 2010.

The Company expects to relieve $0.9 million froml@@d credit other-net on the Consolidated Staté¢men
Income in the twelve month period beginning Apti810.

10




Table of Contents

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

Overview

We are an integrated producer of high performadearced engineered materials used in a varietjeofreal,
electronic, thermal and structural applicationsr @wducts are sold into numerous markets, inclgidin
telecommunications and computer, aerospace andsiefmedical, industrial components, data storag@motive
electronics and appliance.

Sales of $295.1 million in the first quarter 20Hdablished a record high and were more than twieestles of
$135.4 million in the first quarter 2009. The impement was due to increased demand, two recentséaons,
higher metal prices and other factors.

Gross margin of $49.3 million and operating profit13.2 million in the first quarter 2010 were rsficantly
higher than the year-ago period as a result ointreased sales level, improved manufacturing ieffigies and the
impact of the cost-containment measures initiatiplemented throughout 2009.

Income tax expense increased by $1.4 million andneeme decreased by $1.4 million in the first ge201C
due to a one-time reduction of a deferred tax asseiting from the recently enacted U.S. healtie ¢egislation.

Net income of $6.7 million ($0.33 per share, dithten the first quarter 2010 was an improvement of
$14.8 million over the net loss of $8.1 million (80 per share, diluted) in the first quarter 2009.

We acquired the capital stock of Academy Corporaffscademy) in January 2010 for $22.7 million irsica
Academy'’s precious and non-precious metal prodaretsmetal refining capabilities augment our exgspnoduct
offerings as well as expand our reach into varivess markets. The Academy acquisition comes on d¢leéstof the
acquisition of Barr Associates Inc. (Barr) in tloeifth quarter 2009.

Results of Operations

First Quarter

(Millions, except per share data) 2010 2009

Sales $295.1 $135.¢
Operating profit (loss 13.2 (11.9
Income (loss) before income tax 12.€ (12.9)
Net income (loss 6.7 (8.2
Diluted earnings per sha $ 0.3= $(0.40

Salesof $295.1 million in the first quarter 2010 incredst159.7 million over sales of $135.4 million lire ffirst
quarter 2009. Domestic sales grew approximatelyd &bthe first quarter 2010 over the first quag2en9.
International sales of $85.6 million in the firstagter 2010 were double the international salékerfirst quarter
2009. The majority of the international sales gtowas in Asia, although sales to Europe and theofdke world
showed good growth as well.

Sales have improved sequentially since the verylémels in the first quarter 2009, with the growrtthe first
quarter 2010 resulting from improved demand fronumber of our markets, the acquisitions of Barr Anddemy,
higher metal prices and other factors.

Demand from the telecommunications and computekebaour largest market, improved in the first dear
2010 on the infrastructure side of the market dsageon the consumer electronic side. Demand foontions of thi
defense market rebounded after weakening in thensidealf of 2009, but it was still down slightlyofn the year-
ago period. Demand from portions of the data s®ragrket also improved in the first quarter 2018ilevthe oil
and gas, aerospace and automotive markets stremgtlas well.

Demand had fallen significantly across many ofkey markets in the first quarter 2009 as a reduh® globa
economic crisis. We believe that the demand forppaducts fell further than the decline in end-use

11
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consumer spending due to excess inventories iddha stream supply chain at that time. While theagh in
demand since the first quarter 2009 was driverelgrgy improved market and global economic condgica
portion of our sales growth in the first quarted@Gnay have been due to a replenishment of inviesstor the
supply chain that were drawn down throughout 2009.

Sales from Barr and Academy, which were acquirddasguent to the first quarter 2009, accounted for
approximately 37% of the sales growth in the fiysarter 2010 over the first quarter 2009.

We use gold, silver, platinum, palladium, copped aunthenium in the manufacture of various produ®isr.
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. Averggéees for these metals in the aggregate werechiighthe first
quarter 2010 than in the first quarter 2009 anduacted for an estimated $19.1 million of the $158illion
increase in sales.

The sales order entry rate exceeded shipmente ifirth quarter 2010 by approximately 13%.

Gross marginwas $49.3 million, or 17% of sales, in the firsacer 2010 compared to $14.6 million, or 119
sales, in the first quarter 2009.

The $34.7 million improvement in gross margin wagély due to the $159.7 million increase in sdtegher
production levels in various plants led to increbsHiciencies and machine utilization rates andtigbuted to the
margin improvement. The Barr and Academy acquisitigenerated additional gross margin, but theirlgoed
gross margin as a percent of sales was lower timaverage percent for the balance of the comgdmy/change in
product mix was favorable in the first quarter 20&@sus the first quarter 2009. Manufacturing oeard) prior to
the additional overhead added with the two acdaisst was approximately 6% lower in the first gga2010 than
the first quarter 2009 largely due to the cost-otidn measures implemented in 2009.

The price of ruthenium declined in the first qua609, resulting in a lower of cost or market ¢jearecorded
against a portion of the ruthenium inventories @8¥million in that period. There were no lowercokt or market
adjustments recorded in the first quarter 2010.a¢eprojecting a reduction in a portion of our intary subject to
last-in, first-out (LIFO) accounting by year-end120 We recorded a $1.6 million benefit as the estitt margin
impact of the projected depletion of the LIFO lagssociated with the first quarter 2010.

Offsetting a portion of these margin benefits wiereer yields on certain products and scrap metktation at
one of our facilities in the first quarter 2010.

In the first quarter 2009, we determined that tbmestic defined benefit pension plan was curtadieel to a
significant reduction in force and, as a resulthaf curtailment and the associated remeasuremeneaorded a
$1.1 million one-time benefit in that period, $ondlion of which was recorded against cost of saled the balance
against selling, general and administrative expeosehe Consolidated Statement of Income. In extdib the one-
time benefit recorded in the first quarter 200@, ¢ixpense comparison between periods was affegtad Increase
of $0.2 million in the ongoing quarterly expenseasated with the domestic pension plan due to gésin plan
assumptions and performance and other factors.

Selling, general and administrative expenses (SG&#gre $30.3 million in the first quarter 2010, anriase
of $7.8 million from the total SG&A expenses of $&Pnillion in the first quarter 2009. As a percehsales, SG&/
expenses declined from 17% in the first quartel920010% in the first quarter 2010.

SG&A expenses incurred by Barr and Academy in ifs¢ uarter 2010 accounted for over half of theréase
in expenses between periods.

SG&A expenses also increased due to higher ineeatid stock-based compensation costs. The incentive
compensation expense under cash-based plans viasi#ign higher in the first quarter 2010 than firet quarter
2009 due to the improved levels of profitabilitytire current year relative to the plan targetsciStmased
compensation expense was an additional $0.4 mitligher in the first quarter 2010 than the firsagar 2009.

Sales commissions were higher in the first qu&@di0 than the first quarter 2009 due to the in@éasles.
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Various cost-reduction activities, including mangoweductions, were implemented in 2009 as a restitte
operating losses in that year. Some resourceslisaeadded in the first quarter 2010 in order fipstt the
significant sales growth.

Employee compensation levels, which were reducei 9% in 2009 in response to the operating losses
that year, were restored to their prior levels nigithe fourth quarter 2009 due to improving bussremnditions. Th
company match for the 401(k) plan, which also wamsirated in 2009 as part of the cost reductionr$f, was
partially restored beginning in the second qu&aérO.

Research and development expenses (R&®ye $1.7 million in the first quarter 2010, uncbed from the
expense level in the first quarter 2009.

Other-net expenséor the first quarter 2010 and 2009 is summarizetbdows:

First Quarter

(Millions) Income (expense) 2010 2009
Exchange/translation gain (los $(0.6) $0.2
Amortization of intangible asse 1.5 (0.9
Metal financing fee: 1.2 (0.9
Derivative ineffectivenes (0.5 —
Other items (0.3 (0.9
Total $(4.1) $(1.8)

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 highéhénfirst quarter 2010 than 2009 due to the amatitin of
the intangible assets acquired with Barr in thetfoquarter 2009 and the estimated amortizatiotherintangible
assets acquired with Academy in the first quar@r2

The metal financing fee was higher in the firstrera2010 than in the first quarter 2009 largelg ¢oi the
increased value of the metal on hand and the izl Academy’s metal under the consignment lines.

The derivative ineffectiveness resulted from mowvetsién the fair value of an embedded copper devigdahat
did not qualify for hedge accounting. We subsedyesgtcured a copper forward contract to hedgeekimsure. Tt
forward and embedded derivative mature in 2010veedo not anticipate a material expense from tlzgh in the
fair values of these instruments in the subseqgeatters of 2010.

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

Operating profitwas $13.2 million in the first quarter 2010 comphie an operating loss of $11.4 million in
the first quarter 2009 largely as a result of treegm benefits from the higher sales and the aderisof Barr and
Academy offset in part by higher incentive expeaisé other-net expense items.

Interest expense — natas $0.6 million in the first quarter 2010 and $@lion in the first quarter 2009. The
average outstanding debt level was higher in tis¢ duarter 2010 than the first quarter 2009 largsla result of tF
borrowings to finance a portion of the Barr and dexay acquisitions. The average borrowing rate Wgbtk/
lower in the first quarter 2010 than the first gea009.

Theincome (loss) before income taxaadthe income tax expense (benefigr the first quarter 2010 and 20
were as follows:

First Quarter

(Millions) 2010 2009
Income (loss) before income tax $12.€ $(11.7)
Income tax expense (benel 5.6 (3.6)
Effective tax rate 46.6% (30.5%)
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The effects of percentage depletion, foreign sourceme, the production deduction and other iteragew
major factors for the difference between the effecand statutory rates in both the first quar@t@and 2009. The
impact of executive compensation was also a maof affecting the tax rate in the first quartéi@.

The tax expense of $5.9 million in the first qua610 included a discrete item of $1.4 million foe
reduction of a deferred tax asset as a resulteofébently enacted Patient Protection and Afforeléldre Act, as
amended by the Health Care and Education Recaimmiliact. Beginning in 2013, we will no longer belato
claim an income tax deduction for prescription dbegefits provided to our retirees and reimbursetku the
Medicare Part D retiree drug subsidy program. Wihile tax increase does not take effect until 2@t8punting
standards require that the carrying value of ardedeincome tax asset be adjusted in the periechinh legislation
changing the applicable tax law is enacted.

There were no material discrete events affectiegdl rate in the first quarter 2009.

Net incomewas $6.7 million (or $0.33 per share, diluted)ha first quarter 2010 compared to a net loss of
$8.1 million (or $0.40 per share, diluted) in tivstfquarter 2009.
Segment Results

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

The operating loss from All Other was $1.4 millisigher in the first quarter 2010 than the first qein2009
mainly due to the $0.5 million of derivative ineffeveness recorded in the first quarter 2010 apdtie-time
pension curtailment gain of $1.1 million recordedhe first quarter 2009. The increase in corparatentive
compensation was largely offset by an increaséanges out to the business units.

Advanced Material Technologies and Services

First Quarter

(Millions) 2010 2009
Sales $203.C $80.1
Operating profit $ 85 $07

Advanced Material Technologies and Serviaesnufactures precious, non-precious and speciatalm
products, including vapor deposition targets, frdichi@ssemblies, clad and precious metal prefohigh
temperature braze materials, ultra-fine wire, sggcinorganic materials, optics, performance cuagiand
microelectronic packages. These products are umseitéless, semiconductor, photonic, hybrid ancgpth
microelectronics applications within the telecommcations and computer market. Other key marketshiese
products include medical, data storage, defenseyisg solar energy and architectural glass. AdeahMaterial
Technologies and Services also has metal cleamiagations and in-house refineries that allow fer rbclaim of
precious metals from internally generated or cust@scrap. Due to the high cost of precious matadiucts, we
emphasize quality, delivery performance and cust@®evice in order to attract and maintain appidwet. This
segment has domestic facilities in New York, Coticat, Wisconsin, New Mexico, Massachusetts andf@aia
and international facilities in Asia and Europe.

Sales from Advanced Material Technologies and $eswvere $203.0 million in the first quarter 2040,
increase of $122.9 million over sales of $80.lionillin the first quarter 2009. Sales in the firsaer 2009 were a
near-term low as demand fell as a result of theajleconomic crisis.

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 wilkatfsales but not necessarily the margins genebgted
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those sales. The prices of gold, silver, platinpailadium and ruthenium were higher on averagbérfitst quarter
2010 than in the first quarter 2009. These highieep accounted for an estimated $15.1 milliorhef t
$122.9 million growth in sales.

Barr and Academy, the two recent acquisitionsjrazkided in the Advanced Material Technologies and
Services segment, and accounted for just undeoh#fie growth in the segmeastsales in the first quarter 2010 o
the first quarter 2009. Barr produces thin filmioak filters for the defense, medical, telecommatimns and other
markets. Barr combined with Thin Film Technology;.l which we acquired in 2005, allow us to offeragiety of
solutions for precision thin film optical coating@ications over a wide spectrum of wavelengthsadigmy
manufactures sputtering targets, sheet, fine waetand powder used in architectural glass, medscddr and
electronic applications. Academy also has precinetal refine capabilities and its operations amglementary to
our Buffalo, New York operations.

Sales of products manufactured in Buffalo, inclgdiargets and lids, improved significantly in thvstfquarter
2010 over the first quarter 2009 due to increasadanhd for wireless, handset, LED and other micobedaic
applications. Sales order entry for these prodwets exceptionally strong in the first quarter 2010.

Sales from CERAC, our advanced chemical businees; gpproximately 40% in the first quarter 2010rabe
first quarter 2009. The growth resulted from imprd\demand from traditional applications, such asisty and
semiconductor, as well as from new applicationduiging LED and solar energy.

Sales of electronic packages from Zentrix, whil@animproved approximately 85% in the first quar2@10
from the first quarter 2009 largely as a resuligher shipments for telecommunications infrastreetapplications
in Asia.

Demand for materials for magnetic head applicatisitisin the data storage market was steady whildiane
sales to this market remained weak in the firstign@010.

Sales of precision polymer films into the medicalrket from Techni-Met were lower in the first quar2010
than the first quarter 2009 partially due to thegler than anticipated time to qualify a new slgtmachine. We are
anticipating business levels from this operatiomtwease in the second half of the year.

The sales order entry rate for the segment excesaled in the first quarter 2010.

The gross margin on Advanced Material Technologies Servicessales was $27.1 million, or 13% of sales
the first quarter 2010 compared to $11.7 million16% of sales, in the first quarter 2009.

The $15.4 million improvement in gross margin wesdeminately due to the increase in sales voluom the
existing operations and the acquisitions of Badt Anademy. Inventory write-downs and yield cost$®#%6 million
were recorded in the first quarter 2010. Manufantuoverhead costs increased as a result of theaBdrAcademy
acquisitions; overhead costs from the existing afp@ns were unchanged from the year-ago period.Iawer
margin percent in the first quarter 2010 than tre §uarter 2009 was partially due to the impddhe higher
precious metal prices.

Total SG&A, R&D and other-net expenses were $18lBam (9% of sales) in the first quarter 2010 ccsmgd
to $11.0 million (14% of sales) in the first quar®09.

The acquisitions of Barr and Academy accountedfer half of the increase in these expenses ifirtte
quarter 2010 over the first quarter 2009. Salesaaimdinistrative resources and costs were adddwkifirst quarter
2010 in order to support the significant growthtie business. Incentive compensation expense gdewdillion
due to the improved profitability. Metal financifiges were $0.3 million higher in the first quar2er0 as a result |
the increase in metal on hand. Corporate charges algo higher in the first quarter 2010 versusfitisé quarter
20009.

Operating profit from Advanced Material Technolagand Services improved from $0.7 million in thstfi
quarter 2009 to $8.5 million in the first quart€&1D as a result of the growth in margin on the &igtales, the
impact of the acquisitions and other factors. Ofiegegprofit was 4% of sales in the first quarted@@nd 1% of
sales in the first quarter 2009. Both of the nequégitions were profitable in the quarter.
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Specialty Engineered Alloys

First Quarter

(Millions) 2010 2009
Sales $63.4 $36.¢
Operating profit (loss $ 33 $(10.9

Specialty Engineered Alloysyanufactures and sells three main product families:

Strip products, the larger of the product families, include thauge precision strip and thin diameter rod
and wire. These copper and nickel beryllium allpyesvide 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 manufacturetbie, 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. Appittons for
bulk products include oil and gas drilling compotseibearings, bushings, welding rods, plastic nodding
and undersea telecommunications housing equipraedt;

Beryllium hydroxideis produced by Brush Resources Inc., a wholly owsdssidiary, 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 segim&here
were no external sales of hydroxide from the Utpdrations in either the first quarter 2010 or 2009.

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

Sales by Specialty Engineered Alloys of $63.4 wiillin the first quarter 2010 were $26.5 million,7@%,
higher than the very weak sales of $36.9 milliothia first quarter 2009. Sales have increased s¢igilg for the
last four quarters.

Strip volumes shipped were 91% higher in the fitstrter 2010 than in the first quarter 2009 as deima
improved from the telecommunications and computarket, particularly for consumer electronic appiimas,
including PDAs and the latest generation of smadngs. Sales for automotive electronics also gretie first
quarter 2010 over the first quarter 2009, includimgyeased activity in Europe. Shipments of théhbigand lower
beryllium-containing alloys improved significantiyhile shipments of rod and wire products were\iléh the first
quarter 2009.

Bulk product volumes shipped grew 39% in the fipsarter 2010 over the first quarter 2009 as denfiznma the
aerospace and oil and gas markets improved in 8040the low levels throughout the majority of 2009

Higher metal prices in the first quarter 2010 aspared to the first quarter 2009 accounted forstimated
$4.0 million of the $26.5 million difference in ealbetween periods.

The sales order entry rate remained healthy throuigihe first quarter and early second quarter 20he orde
entry rate exceeded sales in the first quartemplpyaximately 28%.

The gross margin on Specialty Engineered AlloyEsavas $15.2 million in the first quarter 2010, an
improvement of $16.5 million over the negative grasargin of $1.3 million in the first quarter 20@xoss margin
was 24% of sales in the first quarter 2010.

The majority of the margin improvement was dueh® additional margin generated by the higher sajasne.
Margins also benefited from higher production leviel the first quarter 2010, particularly in EImened Utah. Plant
efficiencies improved in the first quarter 2010 otree first quarter 2009 as well. Manufacturing inad costs,
which were reduced throughout 2009 due to thedflin sales, remained lower in the first quart@d@ than the
first quarter 2009.

Total SG&A, R&D and other-net expenses were $11ilBam (19% of sales) in the first quarter 2010 and
$9.6 million (26% of sales) in the first quarteit0®0 Corporate charges, incentive compensation esepand
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foreign currency exchange losses all increasekdritst quarter 2010 over the first quarter 2008levthe other
SG&A and R&D expenses incurred by Specialty Engiegé\lloys combined for a net decrease from the-pg@
period. The expense in 2009 included $0.5 millibeaverance costs.

Specialty Engineered Alloys generated an operaiinéit of $3.3 million in the first quarter 2010 mpared to
an operating loss of $10.9 million in the first ciga 2009. This $14.2 million improvement was do¢he margin
contribution from the higher sales volume, lowemmifacturing overhead costs and other items. Opgygtiofit was
5% of sales in the first quarter 2010.

Beryllium and Beryllium Composites

First Quarter

(Millions) 2010 2009
Sales $13.1  $13.C
Operating profit $22 $1¢

Beryllium and Beryllium Compositemanufactures berylliunhased metals and metal matrix composites in
sheet, foil and a variety of customized forms atEimore, Ohio and Fremont, California faciliti#filese materials
are used in applications that require high stiffnasd/or low density and they tend to be premprioed due to the
unique combination of properties. This segment alaoufactures beryllia ceramics through our whoikned
subsidiary, Brush Ceramic Products Inc. in Tucgoizona. Defense and governmantated applications, includil
aerospace, is the largest market for Beryllium Bagyllium Composites, while other markets servezlde
medical, telecommunications and computer, eleatsofincluding acoustics), optical scanning and gariedustrial
products.

Sales by Beryllium and Beryllium Composites wer8.&1million in the first quarter 2010, a slight irase ove
sales of $13.0 million in the first quarter 2009.

Defense-related sales improved in the first qua®diO over the shipment levels from the seconddfétb09
but were still below the first quarter 2009. Ordatry levels for defense applications continuebedairly strong
and shipment levels in the second quarter 2010Idh@usolid.

Sales for commercial applications from the Frenfaatility improved slightly in the first quarter 20Jver the
first quarter 2009.

Beryllia ceramic sales grew 19% in the first qua2®@10 over the first quarter 2009 due to increasesders
for telecommunications infrastructure applicatiom#sia and laser tube applications.

The gross margin on Beryllium and Beryllium Compesi sales was $4.2 million in the first quarted @0
down slightly from the gross margin of $4.7 millionthe first quarter 2009. Gross margin also aedifrom 36%
of sales in the first quarter 2009 to 32% of s@lake first quarter 2010.

The gross margin was lower in the first quarter@@fan the first quarter 2009 despite a slightaase in sales
because of yield issues on certain products maturtin EImore. Scrap reclamation and utilizatiemefits were
also higher in the first quarter 2009 than the firgarter 2010. The change in product mix was wriae in the
first quarter 2010 compared to the first quartédd®20 ower manufacturing overhead costs in the fjtstrter 2010
offset a portion of the negative impact of thesen$ on gross margin.

SG&A, R&D and other-net expenses for Beryllium &wtyllium Composites were $2.1 million, or 16% of
sales, in the first quarter 2010, compared to $#lBon, or 22% of sales, in the first quarter 200%e lower
expense resulted from cost reduction efforts ahdrdiactors. Total incentive compensation was ungéd in the
first quarter 2010 from the first quarter 2009.

Operating profit for Beryllium and Beryllium Comptes was $2.2 million in the first quarter 2010 and
$1.8 million in the first quarter 2009. This impement resulted from the lower expenses more thigettihg the
reduced margin due to performance, change in ptadixcand other factors. Operating profit was 17R6ales in
the first quarter 2010 and 14% of sales in the §jtgarter 2009.
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Engineered Material Systems

First Quarter

(Millions) 2010 2009
Sales $15. $54
Operating profit (loss $1C $(2.6

Engineered Material Systemacludes 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#éctrical or mechanical properties from a surfaea or particular
section of the material. Our cladding and platiagabilities 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 produdtglude connectors, contacts and semiconductores larigest
markets for Engineered Material Systems are autemetectronics, telecommunications and computdrdata
storage, while the energy and defense and medaatenic markets offer further growth opportursti&€ngineered
Material Systems are manufactured at our Lincomde Island facility.

Sales from Engineered Material Systems of $15.8aniln the first quarter 2010 were nearly threeds larger
than sales of $5.4 million in the first quarter 2% demand improved from the automotive and tet@tenications
and computer markets. Disk drive arm sales intaltita storage market also grew and were the highvest the
third quarter 2008. The sales growth was acrossf &tlis segment’s major product lines, with infapducts
showing the largest improvement.

The order entry rate, which was approximately 20&hér than shipments in the first quarter 2010, aiered
strong early in the second quarter 2010.

The gross margin on Engineered Material Systenisssaas $3.0 million in the first quarter 2010 cargd to
a negative gross margin of $1.2 million in thetfgearter 2009. Gross margin was 20% of salesarfitht quarter
2010. The negative margin in the first quarter 20@8 caused by the significant decline in saléban period.

The $4.2 million improvement in gross margin resdlprimarily from the $10.1 million increase ineslln
addition, manufacturing costs, which were signifitareduced throughout 2009 due to the low sat#sraes, have
not been added back proportionately with the ireeéa sales volume in the first quarter 2010.

Total SG&A, R&D and other-net expenses totaled $gildon in the first quarter 2010 versus $1.5 ioifl in
the first quarter 2009. As a percent of sales, esee declined from 27% in the first quarter 20093%b in the first
quarter 2010. Sales commissions, travel and oussidgces costs were higher in the first quartdi®2han in the
first quarter 2009. A portion of the higher costlie first quarter 2010 was also due to an incre@aseentive
compensation expense, which resulted from the irgat@rofitability.

Engineered Material Systems generated an opernatofg of $1.0 million in the first quarter 2010 pared to
an operating loss of $2.6 million in the first guear2009. Operating profit was 7% of sales in ihst fiuarter 2010.

Legal

One of our subsidiaries, Brush Wellman Inc., ifeddant in proceedings in various state and fédetats
brought by plaintiffs alleging that they have cated chronic beryllium disease or other lung ctiowl as a result
of exposure to beryllium. Plaintiffs in berylliunases seek recovery under negligence and varioes lethal
theories and seek compensatory and punitive damiagemny cases of an unspecified sum. Spousasyifclaim
loss of consortium.
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The following table summarizes the associated #gtivith beryllium cases.

Quarter Ended Year Ended

Apr. 2, 2010 Dec. 31, 200¢
Total cases pendir 4 4
Total plaintiffs 8 8
Number of claims (plaintiffs) filed during periot@ed 0(0) 02
Number of claims (plaintiffs) settled during perieddec 0(0) 3(1€)
Aggregate cost of settlements during period endetafs in thousand: $ 20 $ 85C
Number of claims (plaintiffs) otherwise dismiss 0(0) 2(14)

We paid $20,000 to settle two cases in the firstrgan 2010. The cases were not technically dismibgehe
court as of April 2, 2010, however, and are slithwn as outstanding in the above table.

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

Although it is not possible to predict the outcoofi¢he litigation pending against our subsidiaaes us, we
provide for costs related to these matters whassik probable and the amount is reasonably astmiatigation
is subject to many uncertainties, and it is possibat some of these actions could be decided ardhly 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 unalbb
estimate our potential exposure to unasserted slaim

Based upon currently known facts and assuming caiéity of insurance, we do not believe that resion of
the current and future beryllium proceedings wél/d a material adverse effect on our financial @¢aror cash
flow. However, our results of operations could batenially affected by unfavorable results in onemare of these
cases. As of April 2, 2010, one purported clas®aatas pending.

The balances recorded on the Consolidated BalameetSassociated with beryllium litigation werda®ws:

(Millions) Apr. 2, Dec. 31,
Asset (liability) 2010 2009
Reserve for litigatior $(0.4) $(0.6)
Insurance recoverab 0.1 0.3

Regulatory Matters. Standards for exposure to beryllium are undeiereby the United States Occupational
Safety and Health Administration (OSHA) and by othevernmental and private standard-setting orgaioias.
One result of these reviews will likely be moraérgjent worker safety standards. Some organizatigmd) as the
California Occupational Health and Safety Admirdgon and the American Conference of Governmenguistrial
Hygienists, have adopted standards that are mongent than the current standards of OSHA. Thesldgment,
proposal or adoption of more stringent standardg aff@ct the buying decisions by the users of bienyl-
containing products. If the standards are made sibiregent 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 ptieadverse effect cannot be estimated.
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Financial Position

Net cash used in operationsas $15.8 million in the first quarter 2010 as itterease in working capital items,
primarily accounts receivable and inventory, mientoffset the net income and the benefits of dégtien and
amortization.

Cashbalances stood at $11.1 million as of the end efitist quarter 2010, a decrease of $1.1 milli@mfr
yearend 2009.

Accounts receivabléotaled $113.4 million as of April 2, 2010, an iease of $29.4 million, or 35%, since year-
end 2009. The percentage increase in the levelogivables was less than the percentage growties i the first
quarter 2010 from the fourth quarter 2009 due torgsrovement in the average collection period.

While the economic climate has improved somewhéhéfirst quarter 2010 over 2009, we continued to
aggressively monitor and manage our credit expssiitee bad debt expense in the first quarter 2049 w
immaterial.

Other receivablesf $5.3 million at the end of the first quarter BQdrimarily represent the amount due for
billings under a government contract to construgeryllium production facility. The $11.1 millioratance in other
receivables as of year-end 2009 was for a comloimati amounts due under the government contract,
reimbursements due from our insurance companyrf@daance of a settlement claim and other factors.

Inventoriesincreased $10.4 million from $130.1 million at yeend 2009 to $140.5 million as of the end of the
first quarter 2010. While inventory increased 8Bt/gntory turns, a measure of how efficiently inwemntis utilized,
improved significantly.

Inventories within each of the four reportable segta increased in response to the current levé¢imfand and
the strengthening sales order entry rate. The aitigui of Academy also contributed to the increas@ventory in
the first quarter 2010. Specialty Engineered Alloygentory pounds on hand grew 15% from year-er@b2@hich
was less than the growth in sales. Approximately-twirds of the growth in pounds on hand was in cqgmed rathe
than owned pounds.

The costs of various raw materials increased ifiteequarter 2010. However, we use the LIFO mdtfay
valuing a large portion of our domestic inventorigg so doing, the most recent cost of various maaterials,
including gold, copper and nickel, is charged tetad sales in the current period. The older, stehaimes lower,
costs are used to value the inventory on hand.eftier, current changes in the cost of raw matesialiject to the
LIFO valuation method have only a minimal impactatianges in the inventory carrying value.

Prepaid expensesincluding insurance, income taxes, property tasast, manufacturing supplies and other
items were $28.9 million as of the end of the fiqgarter 2010 compared to $28.0 million as of Ddwen31, 2009.
The increase in the balance was partially dueedithing of payments. The change in the fair valtieutstanding
derivatives also contributed to the increase.

Capital expendituredor the first quarter 2010 and 2009 are summarazeftbllows:

First Quarter

(Millions) 2010 2009
Capital expenditure $13.2  $6.1
Mine developmen 2t 0.3
Subtotal 15.¢ 6.4
Reimbursement for spending under government car _ 54 2.8
Net spending $10.4 $3.£

We have a contract with the U.S. Department of Befg(DoD) for the design and development of a new
facility for the production of primary beryllium.hE total cost of the project is estimated to ba@gamately
$90.3 million; we will contribute land, buildingsesearch and development, technology and ongoietatipns
valued at approximately $23.2 million to the proj&the DoD will reimburse us for the balance of gneject cost.
Reimbursements from the DoD are recorded as ung@mneme and included in other long-term liabiktien the
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Consolidated Balance Sheets. We anticipate thbtfaeill be completed in the second half of thisar. We spent
$10.2 million on this project and received $5.4liori from the DoD in the first quarter 2010 as payments and
the subsequent reimbursements do not necessatily octhe same periods.

Our Utah operations are developing a new bertrarad# mine using the open pit method. The pit shbal
complete in the fourth quarter 2010 with ore extoacscheduled to begin in the first quarter 2011.

The remainder of the capital spending was on iedlateces of equipment and various infrastructuogepts.
The Elmore and Buffalo facilities had the highestdls of spending in the first quarter 2010. Cagipending in the
first quarter 2010 also included amounts for sofenenplementations.

Capital spending levels increased in the first |pra2010 over the year-ago period partially assalteof our
improved financial performance.

In addition to the above, we purchased the outstgnzhpital stock of Academy for $22.7 million ianbiary
2010. Immediately after the purchase, we transfesmenership of Academy’s precious metal inventorat
financial institution for its fair value of $3.3 Hidn and consigned it back under our existing égmsient lines.
Preliminary goodwill assigned to the transacticmaled $7.1 million.

Other asset®f $43.5 million at the end of the first quarterlPOvere $1.5 million higher than year-end 2009.
The increase was primarily due to the intangibketsacquired with Academy, preliminarily value®ait3 million,
less the amortization expense of $1.5 million anekisting and acquired intangible assets. Thd kegaverable
account also was reduced as a result of changbe mutstanding cases.

Other liabilities and accrued itemwere $46.1 million at the end of the first qua284.0 compared to
$44.1 million at the end of 2009. Accrued salaimeseased as a result of the current year incectivepensation
accruals and the acquisition of Academy and aceoufadr the majority of the increase in other ligtdb and
accrued items. Accrued fringe benefits and accriaaltaxes other than income taxes also increasgutly.

Unearned revenuewhich is a liability representing products invoidedcustomers but not shipped, was
$0.6 million at the end of the first quarter 201@ &0.4 million as of December 31, 2009. Revenukthe
associated margin will be recognized for thesestations when the goods ship, title passes amdradt revenue
recognition criteria are met. Invoicing in advardéehe shipment, which is only done in certain ginstances,
allows us to collect cash sooner than we wouldrotise.

Other long-term liabilitieswere $54.3 million as of the end of the first qga010 compared to $49.3 million
as of year-end 2009. We received payments tot&ling million from the government under the contfacthe
construction of the new beryllium production fagiliThese payments are classified as a long-teeamed income
liability. The liability will be relieved to incomever the life of the facility once it is built apdaced into service.
Other long-term liabilities also were affected bgiexline in the legal reserve of $0.3 million daehanges in the
outstanding cases.

Theretirement and post-employment bendjilance was $80.1 million at the end of the firgirter 2010, a
decline of $2.3 million from the balance at Decemii 2009. This balance represents the liabilitster our
domestic defined benefit pension plan, the retnedical plan and other retirement plans and pogt@ment
obligations. The liability for the domestic pensioian declined a net $2.0 million as a result ef ¢bntributions to
the plan of $2.9 million, plan expense of $1.4 imilland an adjustment to other comprehensive incame
component of shareholders’ equity, of $0.5 millidhe cash payments were slightly higher than tipeese
recorded for the other retirement plans duringfitts¢ quarter 2010.

Debttotaled $108.8 million at the end of the first gea2010, an increase of $44.3 million from theabak as
of year-end 2009. The increase in borrowings alwitly a portion of the excess cash was used to foed
acquisition of Academy, capital expenditures areddash used in operations.

Short-term debt, which included domestic and foreigrrency denominated loans, stood at $50.5 mibis of
the end of the first quarter 2010. Long-term deas $58.3 million as of the end of the first qua@t0, none of
which was currently payable. We were in compliawdé all of our debt covenants as of the end offitst quarter
2010.
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Shareholder’ equitywas $347.3 million as of the end of the first ggr010, an increase of $7.5 million frc
yearend 2009. The increase was primarily due to tleprehensive income of $6.7 million (see Note Ehio t
Consolidated Financial Statements). Equity was alferted by stock compensation expense and cdlotors.

Prior Year Financial Position

Net cash used in operations was $14.1 million éfitst quarter 2009 as the net loss and the rexhsin
various liabilities more than offset the benefitslepreciation and amortization and the reductiareccounts
receivable and inventory. Accounts receivable dedi$15.4 million, or 17%, due to the lower salelsime in the
first quarter 2009 offset in part by a slower cdlien period. Inventories decreased $7.4 millian5%, in the first
quarter 2009 as we reduced our investment in ivgriue to the sudden drop in business levels.ni&gerity of
the inventory decline was in Specialty Engineerddys. The inventory turnover ratio slowed downrfrehe fourth
quarter 2008 level. Other liabilities and accruedis declined $13.4 million in the first quarte©20argely as a
result of the payment of the 2008 incentive comptas to employees and to a lesser degree the eharibe fair
value of outstanding derivative contracts. Theeetent and post-employment benefit liability deetin
$15.0 million in the first quarter 2009, primargg a result of a $12.1 million contribution to ttemestic defined
benefit pension plan.

Capital expenditures were $6.4 million in the fiysiarter 2009 as the level of spending slowed ddwento the
operating losses begin generated at that time. ¥fe veimbursed $2.9 million from the governmentdorchases
made for the new beryllium facility in accordancihwthe Title 11l contract.

Total debt of $52.7 million at the end of the figstarter 2009 increased $10.9 million over the yaat 2008
balance in order to help fund the cash used inatipers and the capital expenditures. Cash balantasd
$12.9 million at the end of the first quarter 208%lecline of $5.6 million since year-end 2008.

Off-balance Sheet Arrangements and Contractual Obgiations

We maintain the majority of our precious metald tha use in production on a consignment basis dletoto
reduce our exposure to metal price movements aretliace our working capital investment. The balance
outstanding under the off-balance sheet preciodalrmensigned inventory arrangements totaled $148lI8n at
the end of the first quarter 2010, an increased8f& million during the quarter. The increase ia tlutstanding
balance was mainly due to an increase in the gyaniihand in order to support the improved businegels and ¢
a result of the inclusion of Academy’s metal untther consignment lines.

There have been no substantive changes in the synufneontractual obligations under long-term debt
agreements, operating leases and material purcbasmitments as of April 2, 2010 from the year-e602totals
as disclosed on page 41 of our Annual Report omHd-K for the year ended December 31, 2009.

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 projects

The total debt-to-debt-plus-equity ratio, a measidrgalance sheet leverage, was 24% as of the fehe dirst
quarter 2010. This was higher than the ratio aseafend 2009 partially due to the Academy acquisitloalso was
due to cash used in operations of $15.8 milliothenfirst quarter 2010. Our recent pattern is toscone cash in the
first quarter of a year and then generate cashtbedbalance of the year. In addition, typicallyamtbusiness levels
expand, initially the net investment in working tapgrows as well.

The available and unused borrowing capacity unseekisting lines of credit, which is subject tmiliations se
forth in the debt covenants, was $73.8 million fthe end of the first quarter 2010. The availatg@pacity grew
$27.5 million over year-end 2009, despite an ineega outstanding debt, as a result of our impraastiings and
the associated impact on the applicable covendacilations.
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The available and unused capacity under the metaiding lines totaled approximately $13.7 millias of
April 2, 2010. Should metal requirements increaskifure periods, we may use the available capacitier the
existing credit lines to purchase, rather than iggmsanetal and/or require customers to supply nobtéeir own
metal.

Critical Accounting Policies

For additional information regarding critical acoting policies, please refer to pages 43 to 46unfAnnual
Report on Form 10-K for the year ended DecembefB29. There have been no material changes inriizat
accounting policies since the inclusion of thiscdission in our Annual Report on Form 10-K.

Market Risk Disclosures

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

Outlook

After a severe decline in sales and generatingsilo2009, largely as a result of the global ectnarisis, ou
sales and profitability improved significantly inet first quarter 2010. Order entry levels hit teamterm low in the
first quarter 2009 and then grew over the balarfitkeoyear with the momentum carrying over into fingt quarter
2010.

Order entry levels across the majority of our beisges and key markets remained strong througheditsh
guarter and the early portion of the second qu2@&0. Despite the significantly higher sales i finst quarter
2010, backlog grew during the period.

Improved demand from the telecommunications andpeer market for existing applications as well ag/n
applications such as smart phones has helped ltthiigrowth in our sales. We have seen improvesiness
conditions in other key markets, including autowetlectronics, oil and gas and aerospace. Weipatiicthat thes
improved conditions will carry through at least 8ezond quarter 2010.

We anticipate sales for defense applications tfaiky solid in the second quarter 2010 but we@recerned
about sales in the second half of the year. Mediakas in the first quarter 2010 were hamperedrbglyction issue
but we believe these sales will grow once theseessre resolved.

The recent acquisitions of Barr and Academy haweeiged additional venues to grow our sales anditgrof

Despite the positive operating results in the fixsarter 2010 and the improved level of demandresgain
cautious about the second half of the year dubganhcertainty surrounding the sustainability andlity of the
global economic recovery. While the current treadspositive, the visibility we or our customerséanto future
business levels is limited.

In 2009, we made reductions to our cost structueetd the significant fall-off in sales at that &inWe have
added back some resources in order to meet thenturigh production requirements, but the resounee® not
been added back proportionately with the growtkailes. Excluding the impact of Barr and Academtglto
employment was still down 12% as of the end offits¢ quarter 2010 from year-end 2008, despitectimeent
improved business outlook. We have reversed theweductions that were implemented in 2009 duaito o
improved actual and projected profitability.

The new beryllium facility is scheduled to be coatpt and product testing and qualification to odécuhe
second half of this year. Those qualification aestihg efforts could increase our costs and regua#s in those
periods. However, once operational, this facilifif mrovide a long-term source of high-quality bligm metal.

The level of capital spending for projects othartlthe beryllium facility in 2010 should be higltean the
2009 spending level but will be somewhat dependpoh our financial performance over the balanciefyear.
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Forward-Looking Statements

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

» The global economy

« The condition of the markets which we serve, whettegined geographically or by segment, with thgama
market segments being telecommunications and canmgrospace and defense, medical, industrial
components, data storage, automotive electronids@ppliance

« Changes in product mix and the financial conditibcustomers

» Actual sales, operating rates and margins for 2

« Our success in developing and introducing new prtsdand new produramg-up rates;

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

« Our success in integrating newly acquired busiregsseluding the acquisitions of Barr Associates, land
Academy Corporatior

« The impact of the results of Barr Associates, &mad Academy Corporation on our ability to achiewiéyfthe
strategic and financial objectives related to thesguisitions, including the acquisitions beingratize to
earnings in 201C

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

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

« 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 otheisee
benefit costs, energy costs, regulatory complianasts, the cost and availability of insurance dneditnpact
of the Compan’s stock price on the cost of incentive compensgilans;

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

< Changes in government regulatory requirements lam@énactment of new legislation that impacts our
obligations and operation

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

» 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, pleaserredeour Annual Report on Form 10-K for the peratied
December 31, 2009.

Iltem 4. Controls and Procedures

We carried out an evaluation under the superviaimhwith participation of management, including @teef
Executive Officer and Chief Financial Officer, tieteffectiveness of the design and operation ofi@malosure
controls and procedures as of April 2, 2010 purst@Rule 13a-15(b) under the Securities Exchancteof1934,
as amended. Based upon that evaluation, our mamaeimcluding the Chief Executive Officer and GHieancia
Officer, concluded that our disclosure controls pratedures were effective as of the evaluatioa.dat

There have been no changes in our internal corakas financial reporting identified in connectiaith the
evaluation required by Rule 13a-15 under the SeesifExchange Act of 1934, as amended, that oadwiweng the
quarter ended April 2, 2010 that have materialfg@ted, or are reasonably likely to materially effeur internal
control over financial reporting.
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PART Il OTHER INFORMATION

Item 1. Legal Proceedings

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

Beryllium Claims

As of April 2, 2010, our subsidiary, Brush Wellmiare., was a defendant in four proceedings in varistate
and federal courts brought by plaintiffs allegihgttthey have contracted, or have been placedlaoficontracting,
beryllium sensitization or chronic beryllium diseaw other lung conditions as a result of exposuitgeryllium.
Plaintiffs in beryllium cases seek recovery undsglivence and various other legal theories and segipensatory
and punitive damages, in many cases of an unspéatim. Spouses of some plaintiffs claim loss asodium.

During the first quarter of 2010, the number ofyiearm cases remained unchanged at four casesIyiimep
eight plaintiffs) as of December 31, 2009 and a&pril 2, 2010. In two cases (involving two plaiffé)), the parties
have settled the cases, but the cases have notitseeissed by the court. No cases were filed dutegquarter.

The four pending beryllium cases as of April 2, @@dll into two categories: Three cases involviivg f
individual plaintiffs, plus two spouses with contsem claims, and one purported class action, inmgivone named
plaintiff, as discussed more fully below. Theseesaare covered by insurance, subject to an anedaictible.

The purported class action is Gary Anthony v. Smalle Manufacturing Corporation d/b/a Small Tube
Products Corporation, Inc., et al., filed in theu@@af Common Pleas of Philadelphia County, Pervasyh, case
number 000525, on September 7, 2006. The caseamas/ed to the U.S. District Court for the Easterstiizt of
Pennsylvania, case number 06-CV-4419, on Octob20@6. The only named plaintiff is Gary Anthony.eTh
defendants are Small Tube Manufacturing Corporatiéima Small Tube Products Corporation, Inc.; Adiietals
Inc; Tube Methods, Inc.; and Cabot Corporation. plantiff purports to sue on behalf of a clasgofrent and
former employees of the U.S. Gauge facility in &alille, Pennsylvania who have ever been expasbdryllium
for a period of at least one month while employed .&. Gauge. The plaintiff has brought claimsrfegligence.
Plaintiff seeks the establishment of a medical nwwimg trust fund, cost of publication of approwgpgdelines and
procedures for medical screening and monitorintpefclass, attorneys’ fees and expenses. Defenddnet
Methods, Inc. filed a third-party complaint agaiBstish Wellman Inc. in that action on November 2806. Tube
Methods alleges that Brush supplied berylliaontaining products to U.S. Gauge, and that Tubthbdtls worked o
those products, but that Brush is liable to Tubehdds for indemnification and contribution. Brusbwed to
dismiss the Tube Methods complaint on Decembe@@6. On January 12, 2007, Tube Methods filed agnaled
third-party complaint, which Brush moved to dismissJanuary 26, 2007; however, the Court deniednibiton on
September 28, 2007. Brush filed its answer to theraded third-party complaint on October 19, 2007. O
February 29, 2008, Brush filed a motion for sumnjadgment based on plaintiff's lack of any substdht
increased risk of CBD. On September 30, 2008, thetgranted the motion for summary judgment irofasf all of
the defendants and dismissed plaintiff’'s classoaatomplaint. On October 29, 2008, plaintiff filadchotice of
appeal. The Court of Appeals granted a motionayp #te appeal due to the bankruptcy of one of fipekees,
Millennium Petrochemicals. On April 3, 2009, Smialibe Manufacturing filed a motion for relief in Banptcy
court from the automatic stay, asking that the bapidcy court modify the stay to allow Small Tube Mdéacturings
indemnification claim against Millennium Petrocheals and the Anthony case to proceed to final juslgim
including all appeals. On May 14, 2009, the bantayigourt approved a stipulation and order modytine
automatic stay to permit Millennium Petrochemiaatsl Small Tube Manufacturing to participate in éjppeal. On
May 27, 2009, Small Tube Manufacturing filed an pipased motion with the Court of Appeals to lift gtay,
which the court granted on June 22, 2009. On J&)y2Q09, the Company and the other appelleestfilei brief in
the Court of Appeals. The Court heard oral argumanianuary 11, 2010, and the matter is now undenission.
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Other Claims

One of our subsidiaries, Williams Advanced Materialc. (WAM), was a party to patent litigation het
U.S. involving Target Technology Company, LLC ofiire, California (Target). The litigation involvezhtents
directed to technology used in the production ofd%s, which are high storage capacity DVDs, an@otptical
recording media. The patents at issue primarilyceamed certain silver alloys used to make the seftective layer
in DVD-9s, a thin metal film that is applied to &D-9 through a process known as sputtering. Thematerial
used in the sputtering process is called a tafgeget alleged that WAM manufactured and sold igfing
sputtering targets to DVD manufacturers.

In the first action, filed in April 2003 by WAM agest Target in the U.S. District Court, Westerntb 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 unenforceahawarding WAM damages. Target counterclaimiedjialg
infringement of those patents and seeking a judgfieernnfringement, an injunction against furthafringement
and damages for past infringement. Following cengoceedings in which WAM was denied an injunction
prevent Target from suing and threatening to sueWé/Acustomers, Target filed an amended counterckaicha
third-party complaint naming certain of WABItustomers and other entities as parties to the aad adding relat
other patents to the NY Action. The action tempgravas stayed pending resolution of the ownerséspe in the
CA Action (defined below), as discussed more folow. On January 26, 2009, the Court in the CAdkcorderet
that the case and remaining issues be transfeyrbe: tCourt in the NY Action. As a result, the sitayhe NY Actior
was lifted, and the Court in the NY Action consalield the CA Action with the NY Action. With the pias having
resumed pre-trial proceedings, Target had move&ithet to further amend its counts for infringemtninclude
only certain claims of six of the patents claimedé owned by Target. If granted, Target's couotsrffringement
of other claims in those patents and six otherrpgatelaimed to be owned by Target would have besroved from
the NY Action. WAM had opposed the motion to théeax Target sought dismissal without prejudicehef tounts
for infringement of the other claims and other p&geFollowing a Court hearing on Target’s motioratend its
pleadings and upon agreement of the parties, Taugber amended its counts for infringement tdude a total of
nine U.S. patents and withdrawing four other patelmtresponse to Target's amendment of its plegsdiWwAM
moved for (a) dismissal of Target’'s counts for latkurisdiction on the basis that Target did nathahe patents,
(b) terminating sanctions on the basis of litigatinisconduct by Target, and (c) a stay of discopenyding a
decision by the Court on the first two WAM motiomad, of which motions were pending. WAM continueddispute
Target's claims of ownership of all of the patesusl denied both validity and infringement of théepé claims.
Following a September 11, 2009 oral argument on Vi&AMotions, the Magistrate Judge reserved decisimth
pending the Court’s action on the motions effedyivetayed further discovery. On October 28, 2088, Magistrate
Judge recommended to the District Court Judgetiiea€ourt deny WAM'’s motion for dismissal of Targetounts
for lack of jurisdiction on the basis of WAM'’s chaithat Target did not own the patents. The Magistiadge
reasoned that, in view of the earlier reported Moalver 2008 settlement agreement between the Sonyaries and
Target, any lack of jurisdiction was cured wheduy 2009, Target filed an amended answer. The $fiege Judge
further deferred until trial WAM’s motion for termating sanctions because of Target's litigationcargluct, but
reopened discovery. Both WAM and Target objectetihéoMagistrate Judgereport, and their objections were tc
heard by the District Court Judge before rulinglomrecommendation. Notwithstanding the Magistiaigge’s
recommendation, WAM continued to dispute Targelgénes of ownership of the patents remaining inAletion,
and to deny both validity and infringement of ttetgmts. The Magistrate Judge by separate ordewdhdhe
consent of the parties referred the case to a toed@ consideration under the Court’s alternagpdte resolution
plan.

Target in September 2004 filed in the U.S. Dist@ourt, Central District of California (case
no. SAC04-1083 DOC (MLGXx)), a separate action fidringement of one of the same patents named ilNthe
Action (the CA Action), naming as defendants WAMIarertain of WAMS customers who purchased certain W
sputtering targets. Target sought a judgment ttepatent was valid and infringed by the defendanpermanent
injunction, a judgment on ownership of certain Engatents, damages adequate to compensate Tar¢jet f
infringement, treble damages and attorneys’ fedscasts. In April 2007, Sony DADC U.S., Inc. amantger Sony
companies (Sony) had intervened in the CA Acti@ineing ownership of that patent and others of temnts that
Target sought to enforce in the NY Action. Sonyia@m was based on its prior employment of the patand
Target's
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founder, Han H. Nee (Nee), and had included a ddrfmdamages against both Target and Nee. WAMebralh
of itself and its customers has a paid-up licensmfSony under any rights that Sony has in thosenps Although
trial of the CA Action had been scheduled for Ma2€i®9, in December 2008, a confidential settlenagneement
was reached between Target and Sony, as well adial gettlement agreement between Target and Wal&&asing
WAM and its customers from infringement of the ar@ned patent. As a result, the issues not sulgjeotyt
settlement were (1) a remaining count in whichTheget parties had requested a judgment declanatghiarget we
the owner of certain of the Target patents and(2M'’s request for sanctions against Target. Purst@marious
stipulations filed by the parties, the Court onulay 6, 2009 ordered a dismissal with prejudicelbdf the
respective intervention claims and counterclaints/ben the Target parties and the Sony companiésa aismisse
without prejudice of the counterclaims by WAM atsldefendant customers, the exception being thairéng
declaratory judgment count on patent ownershipoldahg motions filed by the parties, the Court amdary 26,
2009 ordered that the case and remaining issuearserred to the Court in the NY Action.

On April 1, 2010, WAM and Target entered into afidential settlement agreement, terminating thé@astas
between them, which includes a release of all ddimat each may have had against the other. Bféefpril 12,
2010, the District Court approved the consent nmotiodismiss the actions between WAM and Target,detlared
the consolidated cases (the CA Action and the NYoig closed.

ltem 4. Reserved
Iltem 5. Other Information
ltem 6. Exhibits

11  Statement regarding computation of per share egs

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

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

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

99.1 Amendment No. 1 to the Consignment Agreement dattdber 2, 2009 between Brush Engineered
Materials Inc. and Canadian Imperial Bank of Contaand CIBC World Markets Inc. (filed as
Exhibit 99.1 to the Compa’s Form &K on March 12, 2010), incorporated herein by refege
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SIGNATURES

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

BRUSH ENGINEERED MATERIALS INC.

/sl John D. Grampa

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

Dated: April 30, 2010
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BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES
COMPUTATION OF PER SHARE EARNINGS

First Quarter Ended

Apr 2 Apr 3
2010 2009
Basic:
Average shares outstandi 20,257,00 20,133,00
Net income (loss $ 6,721,000 $(8,144,00I)
Per share amoul $ 03: $ (0.40)
Diluted:
Average shares outstandi 20,257,00 20,133,00
Dilutive stock securities based on the treasurgkstoethod using average marke
price 210,00( —
Totals 20,467,00  20,133,00
Net income (loss $ 6,721,000 $(8,144,00I

Per share amoul $ 03: $ (0.40)




1)
2)

3)

4)

5)

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 13-15(f) and 15-15(f)) for the registrant and hav

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

/sl Richard J. Hipple
Dated: April 30, 2010 Richard J. Hipple
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 hav

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being 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: April 30, 2010 John D. Grampe
Senior Vice President Finance and
Chief Financial Officer




Exhibit 32.1

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, as adoptedipuirso Section 906 of the Sarbanes-Oxley Act @22 connection with the filing of the
Quarterly Report on Form 10-Q of Brush Engineereatdvials Inc. (the “Company”) for the quarter endegxtil 2, 2010, as filed with the
Securities and Exchange Commission on the dateh@he “Report”),each of the undersigned officers of the Compantjfiesy, that, to suc
officer's knowledge:

1. The Report fully complies with the requirenteat Section 13(a) or 15(d) of the Securities ExgjgaAct 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: April 30, 2010

/sl Richard J. Hipple

Richard J. Hipple

Chairman of the Board, President and Chief
Executive Officer

/s/ John D. Grampa

John D. Grampe

Senior Vice President Finance and
Chief Financial Officer




