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Item 2.02 Results of Operations and Financial Contion.

On February 12, 2007, Brush Engineered Materialsigsued a press release announcing its fourthegu2006 results. The press release is
attached hereto as Exhibit 99.1.

Iltem 9.01 Financial Statements and Exhibits.
(c) Exhibits
The following exhibit is included herewith:

99.1 Press release, dated February 12, 2007, iesuBdish Engineered
Materials Inc.

The press release issued February 12, 2007 ishediherewith as Exhibit No. 99.1 to this Repart] shall not be deemed filed for the
purposes of Section 18 of the Exchange Act.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

Brush Engineered Materials Ir

February 12, 2007 By: /s/ Michae C. Hasychak

Name: Michael C. Hasychak
Title: Vice President, Treasurer and Secretary
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99.1 Brush Engineered Materials Inc. press release datbduary 12
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EXHIBIT 99.1

BRUSH ENGINEERED MATERIALS INC. REPORTS SALES UP 48% FOR THE FOURTH QUARTER
AND UP 41% FOR 2006
EARNINGS EXCEED COMPANY'S EXPECTATIONS

Company Comments on Stronger Outlook for 2007

Cleveland, Ohio — February 12, 2007 — Brush Engie@dlaterials Inc. (NYSE-BW) today reported fourth
quarter 2006 sales of $207.8 million, up $67.2iomllor 48% compared to the fourth quarter of 200&t income for
the fourth quarter was $30.3 million or $1.48 geare, diluted, compared to net income of $4.1 amillbr $0.21 per
share, diluted, for the same quarter of the preary

Reported results for the quarter included an exgklbenefit related to the reversal of the Compadgimestic an
foreign deferred tax valuation allowance in the amtaf $21.3 million. This reversal resulted in@arcash benefit of
$1.04 for the fourth quarter and $1.07 for the ymarshare. Absent the deferred tax valuation a@ime benefit the
Company earned $0.44 per share in the fourth qualtteh exceeds the Company’s previously announaede for
the quarter.

Counter to the lower seasonal demand that the Caoynparmally sees in the fourth quarter, overall dach
across the Company’s major key markets actualleased. The stronger sales growth was driven brgased
demand from consumer electronics and continuedgingrom telecommunications infrastructure procamplication:
and from the oil and gas, and heavy equipment n@rkeaddition, the Company has been experienoomginued
success in the marketplace with its new produtiaines, which also contributed to the strong giovwApproximately
12 percentage points of the 48 point year-over-gearterly sales increase is related to higher Inpeitzes that the
Company has been able to pass through to custoAreesdditional 4 percentage points of the salesese for the
guarter was related to acquisitions made in 20@beamnly 2006. The Company’s organic growth was ayprately
32% in the quarter. Fourth quarter sales of $26¥ln were the highest reported quarterly satethe Company’s
history and the sixteenth consecutive quarter whakes were higher than the comparable quartéregbtior year.

The fourth quarter gross margin was 23%, up foucgrgage points compared to the fourth quarter 2(008s
margin of 19%. The increase in margin is due toralmnation of factors including higher sales volyméavorable
product mix and improved operating efficiencies. gdditional factor in the improvement is that cappeces
continued to have less of a negative impact ontsesinen compared to earlier quarters. During theth quarter the
Company continued to make good progress in pasisengost of copper through to customers and isatly at a pas
through rate well over 90% which also contributedhe improvement in margins.

Income before income taxes for the quarter was2hi@lion, up $13.9 million versus a loss of $1.1lion for
the fourth quarter of 2005. The results for therfioguarter of 2005 included costs related to tlepayment of
subordinated debt in the amount of $3.8 million.

Sales for the full year 2006 were a record $763Ilom, up 41% or $221.8 million compared to théopryear’s
sales of $541.3 million. Metal prices passed thiotagcustomers accounted for approximately $72ianilor
13 percentage points of the sales increase. Netmador the year was $49.6 million or $2.45 pershdiluted, up
$31.8 million compared to the prior year’s net imzof $17.8 million or $0.92 per share, dilutedclaging the
reversal of the deferred tax valuation allowan@&Gompany earned $1.38 per share in 2006.

BALANCE SHEET

The Company continued to strengthen its balancet$h&006 and ended the year with significantricial
flexibility. Debt was reduced during the year byZaillion improving the debt to debt-plus-equittio from 21% to
15% in spite of investing $26.2 million in an acgjtion and approximately $57.0 million in inventagd receivables
to support the substantial increase in sales. diitiad the Company increased its precious metasigmmment lines an
added flexibility under its revolving credit agreemb. The increased capacity and flexibility addsltquidity to
support the expected future grow



BUSINESS SEGMENT REPORTING

Beginning with the fourth quarter, the Company gexhits segments to more closely align with the iy
business is currently managed. The Company belignatshe new segments provide shareholders witleased
transparency over the sales and profitability ef@ompany’s businesses. Prior year results havedjasted for
each segment to reflect the change. The new segnat their fourth quarter and full year 2006 fssare as
follows.

Advanced Material Technologies and Services

The Advanced Materials Technologies and Servicgseat consists of Williams Advanced Materials Inc.
(WAM).

The Advanced Materials Technologies and Servicagment sales for the fourth quarter of 2006 werg3%b to
$93.2 million compared to $60.0 million in the ftuguarter of the prior year. Sales for the fulhyeere up 64% to
$343.5 million, compared to $209.5 million in 20@perating profit for the fourth quarter was $5.8ion versus
$5.4 million for the same period last year. Opaaprofit for 2006 of $30.5 million is up $10.1 fioh from the
operating profit of $20.4 million for 2005.

WAM'’s strong sales growth in the fourth quarter amebughout 2006 was driven primarily by demanahfnoew
product growth in the magnetic data storage, wés#fghotonics handset and semiconductor marketséassacross
the entire Asia region relating to the magnetic medarket grew over 300% compared to 2005. WAMaslitional
core products found in applications such as thélatss, SAW filter and logic devices in handselscacontributed to
the sales growth throughout 2006. Precious meieépraccounted for 16 percentage points of thetayuarter sales
growth and 21 percentage points for the year. Asipusly announced, WAM is in the process of expamnds
Brewster, New York facility to accommodate the gtiow the magnetic data storage market. In addMiGkM is also
expanding its geographic reach in Asia and eag&arape.

Operating margins were negatively impacted durivegfourth quarter and year by product mix, new pobdamg
up costs, process development costs and increaseldead costs associated with expansion efforts.

Specialty Engineered Alloys

The Specialty Engineered Alloys segment consis8lol Products which includes Bulk and Strip
Form Products and Hydroxide.

Specialty Engineered Alloys’ sales for the fourtlager of $73.1 million were up 38% or $20.1 mifliover
fourth quarter 2005 sales of $53.0 million. Satastiie year of $275.6 million were up 29% or $6hi8ion above
2005 sales of $213.8 million. Metal prices increbsales 13% in the fourth quarter and 11% for &8 yOperating
profit for the fourth quarter was $4.3 million, 8p.8 million, over the fourth quarter 2005 opergtioss of
$1.5 million. Operating profit for 2006 of $7.9 #ivh was up $13.3 million versus an operating lok$5.4 million for
2005.

The double digit sales growth experienced in thetfoquarter and throughout the year is due tstiang
demand from the telecommunications, consumer eleics, industrial electronics and industrial comgruts including
oil and gas and heavy equipment markets. Alloyatss been experiencing stronger demand from telsuamcation
and computer infrastructure product applicatiomsughout the second half of the year. Internatica#s are growin
at a faster rate than domestic sales, particular®sia. New products such as ToughMet® have atted to the
growth throughout the year. Alloy Products benéefideiring the year from a favorable product mix androvement
in yield and productivity. In addition, Alloy hagén successful in achieving its goal of over 90¢peo pass through
to its customers during the fourth quarter of 2006.

Beryllium and Beryllium Composites

The Beryllium and Beryllium Composites segment ¢steof Beryllium Products including beryllia ceram
manufactured by Brush Ceramic Produ



Beryllium and Beryllium Composit’ sales for the fourth quarter of 2006 were $20.%ani] up 90% ol
$9.9 million above fourth quarter sales of 2009eS#&or 2006 of $57.6 million were up 9% or $4.68liom over 2005
sales. Operating profit for the fourth quarter 608 was $4.6 million versus $0.6 million for thergaperiod last year.
Operating profit for 2006 of $7.4 million was doa.4 million from 2005.

Beryllium and Beryllium Composite 2006 sales weegatively affected by the absence of $9.4 milliosales in
2005 for materials for NASA’s James Webb Telesatye to completion of orders. The loss of thesessabes more
than offset by stronger demand for defense, x-riaglows for medical and industrial/analytical scanmarkets,
materials for acoustic applications and the presliipannounced JET Project. Sales of AIBeMet® malervere up
47 percent in 2006.

Engineered Materials Systems

The Engineered Materials Systems segment is coetpatTechnical Materials Inc. (TMI).

Engineered Materials Systems’ sales for the foguidwrter of 2006 of $15.8 million were up 22% or3aillion
above 2005 fourth quarter sales of $12.9 millicedeS for 2006 of $68.7 million were up 38% or $1&illion over
2005 sales of $50.0 million. The operating losthimfourth quarter was $0.4 million versus an ofpeggprofit of
$0.4 million in the fourth quarter of 2005. Openatiprofit for 2006 was $2.7 million, up $2.0 mili@ver the 2005
operating profit of $0.7 million.

TMI experienced strong demand during 2006 fromtétecommunications, consumer electronics and auioeno
electronics markets. Automotive electronics softesieghtly during the fourth quarter. TMI has caonted to pursue
opportunities in new markets including medical andrgy. New product growth accounted for approxatyat
$11.9 million of sales in 2006.

OUTLOOK

The year 2006 brought significant growth in saled profits, especially in the second half of thary®verall, th
Company’s global markets continued to present dodlgit organic growth opportunities and managememiains
confident that the Company will continue to seestderable opportunity in 2007.

The strong organic growth seen throughout 2006aided by strong demand across the majority of the
Company’s key markets. More significant, howeveaiswhe success of the Company’s new products velnech
targeted at new markets and the faster growinchagtter technology applications in existing markétse success of
the Company’s geographic expansion initiatives tiedCompany’s strategic acquisitions also addededCompanys
overall growth in sales and profits in the yeare Tonsumer electronics related markets, which decjortions of
telecommunications and computer, as well as magdata storage, have been especially strong. Thgp&ay’s oil
and gas, heavy equipment, aerospace and defenketsnalso continued to show strong demand througheuwear.

In addition to the progress noted in the markeglétte Company also made considerable progre<30® Rith
initiatives to grow margins. A combination of thectors driving the revenue growth and the margaowgn led to
improving results as the year progressed and Idiggesolid momentum as 2007 begins.

The year 2007 is off to a stronger start than tam@any expected. The market conditions and progvikskey
initiatives noted above continue to yield signifit@enefits. Inventory corrections in the Companmyarkets have
been mild thus far. The noted margin improvemeimisgappear to be holding and the Company is seesignificant
ramp up with its new products in the media markeaddition to these favorable operating factdie, Company
expects a sizable cash and earnings benefit ip 2a@l7 from the sale of ruthenium inventory at eatrmarket prices
that are well in excess of its carrying cost. Tihigentory was in the production system to supguetinitial ramp up o
the new ruthenium based media related productewdrket prices increased significantly.

As a result of the above factors, the Companyiattiime expects 2007 sales growth to be in the 2530%
range. Assuming no change in the trends noted alaowekeno significant change in metal prices fromrent levels,
sales for 2007 are expected to be in the rang8%(.% million to $1.0 billion



The first quarter of 2007 will be positively affedtby the factors noted above and will see additigrowth from
the initial supply chain ramp up of the new produato the media market. First quarter 2007 salesarrently
expected to be in the range of $250.0 million t652 million, up 50% to 60% compared to the priearfirst quartel

Considering the above and excluding the additipnafit on the inventory that was in the productgystem to
support the initial ramp up of the new media relgieoducts, earnings for 2007 are currently expktide in the
range of $2.00 to $2.75 per share. At current nptaks, the benefit for the year from the saléhefinventory is
estimated to be approximately $1.00 per share wiictys the full year 2007 to an estimated rang®3080 to $3.75
per share.

For the first quarter, excluding the additionalfiron the inventory, the Company currently expessnings to
be in the range of $0.60 to $0.75 per share, upoappately 120% to 175% compared to the first geraof the prior
year. At current ruthenium market prices, the bieeegpected in the first quarter from the saleha inventory adds
approximately $0.75 per share bringing the totatently expected to the $1.35 to $1.50 per shargedor the
quarter.

It is important to note that the Company’s sales @rnings estimates for the first quarter andyedlr 2007 are
subject to significant variability based on metatgs and supply assumptions as well as signifitaatuations in
demand levels driven by both inventory correctiand new product ramp up rates in critical markethsas the
magnetic media market. The outlook for the quatet the year are based on the Compabg'st estimates at this ti
and are subject to significant fluctuations duthtese factors.

CHAIRMAN 'S COMMENTS

Commenting on the results, Dick Hipple, ChairmamsiRlent and CEO, stated, "This has been a year of
exceptional growth for our Company. Our long-tetmategic initiatives of developing new productswmaarket and
geographic expansion and operational improvemerd kigelded a significant improvement over 2005 wéhord
sales and substantially improved profitability. Afe encouraged with the momentum going into 20@71@ok
forward to our continued success.”

CONFERENCE CALL

Brush Engineered Materials will conduct a telecogrfiee in conjunction with today’s release. Thedetderence
begins at 2:00 p.m. Eastern Time, February 12, 206& conference call will be available via webdhsbugh the
Company’s website atww.beminc.com or throughwww.Investor Calendar.com . By phone, please dial (877) 407-
0782, callers outside the U.S. can dial (201) 68673

FORWARD -LOOKING STATEMENTS

Portions of the narrative set forth in this docufrteat are not statements of historical or curfaats are forward-
looking statements. Our actual future performaneg materially differ from that contemplated by theward-
looking statements as a result of a variety ofdiesctThese factors include, in addition to thosatineed herein:

» The global and domestic economi

The condition of the markets which we serve, whetledined geographically or by segment, with thgam
market segments being telecommunications and ca@npuagnetic and optical data storage, aerospate an
defense, automotive electronics, industrial comptsand appliance

Changes in product mix and the financial conditbcustomers

Actual sales, operating rates and margins for da 2007

Our success in developing and introducing new petsdand new product ramp up rat



» Our success in passing through the costs of rawrmae to customers or otherwise mitigating flutitg prices
for those materials

» Our success in integrating newly acquired busirse:

» Our success in implementing our strategic plansta@dimely and successful completion of any c#,
projects;

» The availability of adequate lines of credit and &ssociated interest rat

 Other financial factors, including cost and avalllgbof materials, tax rates, exchange rates, jggnand othe
employee benefit costs, energy costs, regulatamptiance costs, and the cost and availability etirance

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

» Changes in government regulatory requirements lamémnactment of new legislation that impacts
obligations; anc

» The conclusion of pending litigation matters in@cance with our expectation that there will bematerial
adverse effectt

Brush Engineered Materials Inc. is headquarterdcleweland, Ohio. The Company, through its wholyred
subsidiaries, supplies worldwide markets with dem products, alloy products, electronic produpt&cious metal
products, and engineered material systems.

FOR FURTHER INFORMATION, PLEASE CONTACT:

Investors:

Michael C. Hasychak
(216) 383-6823

Media:

Patrick S. Carpenter
(216) 383-6835

http://www.beminc.com

Consolidated Balance Sheets

(Unaudited)
Dec. 31, Dec. 31,
(Dollars in thousands) 2006 2005
Assets
Current assetl
Cash and cash equivalel $ 15,64« $ 10,64:
Accounts receivabl 86,46 69,93¢
Inventories 151,95( 104,06(
Prepaid expenst 13,98¢ 14,417
Deferred income taxe 677 1,11¢
Total current asse 268,72( 200,17"
Other asset 13,571 8,252
Relater-party notes receivab 98 35¢
Long-term deferred income tax 51,31« 4,10¢
Property, plant and equipme 557,86 540,42(

Less allowances for depreciatic
depletion and impairmel 381,93: 363,35¢



Goodwill 21,84: 12,74¢

Liabilities and Shareholde Equity
Current liabilities

Shor-term debi $ 28,07¢ $ 23,63¢
Current portion of shc-term debr 632 63€
Accounts payabl 30,74 20,87:
Other liabilities and accrued iter 52,16: 38,52:
Unearned revent 314 254
Income taxe: 4,51¢ 72€
Total current liabilities 116,44 84,64«
Other lon¢-term liabilities 11,64: 8,20z
Retirement and pc-employment benefit 59,08¢ 65,29(
Deferred income taxe 35,82 17z
Long-term debt 20,28: 32,91¢
Shareholder equity 288,20! 211,47¢
$531,48: $402,70:

Consolidated Statements of | ncome

(Unaudited)
Fourth Quarter Ended Year Ended
Dec 31, Dec 31, Dec 31, Dec 31,
(Dollars in thousands except share and per share amnts) 2006 2005 2006 2005
Net sales $ 207,82 $ 140,63( $ 763,05 $ 541,26
Cost of sale: 159,32¢ 114,01( 600,88 431,02
Gross margir 48,49¢ 26,62( 162,17: 110,24
Selling, general and administrative exper 33,05! 21,60+ 111,00: 78,457
Research and development exper 1,16(C 1,317 4,16€ 4,99(
Other-net 1,20¢ 3,84 3,16¢ 7,281
Operating profit (loss 13,08t (1449 43,84( 19,50¢
Interest expens 88¢€ 1,52¢ 4,13% 6,372
Income (loss) before income tax 12,19¢ (1,679 39,70¢ 13,137
Income tax (benefit) expen: (18,129 (5,77 (9,89¢) (4,68¢)
Net income $  30,32! $ 4,10 $ 49,60 $ 17,82t
Per share of common stock: ba $ 1.52 $ 0.21 $ 2.52 $ 0.9
Weighted average numb
of common shares outstandi 20,013,00 19,227,00 19,665,00 19,219,000
Per share of common stock: dilut $ 1.4¢ $ 0.21 $ 2.4E $ 0.9z

Weighted average numb
of common shares outstandi 20,443,00 19,363,00 20,234,00 19,371,00



