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PART |
Forward-Looking Statements

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

« The global and domestic economi

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

« Changes in product mix and the financial condittbicustomers
» Actual sales, operating rates and margins for ga 2008

« Our success in developing and introducing new petsdand new product ramp-up rates, especiallydn th
media market

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

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

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

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

 Other financial factors, including cost and availgbof raw materials (both base and precious rs@tdax
rates, exchange rates, interest rates, metal fingufees, pension and other employee benefit ceatrgy
costs, regulatory compliance costs, the cost aadadility of insurance, and the impact of the Camy's
stock price on the cost of incentive and defer@dpensation plan:

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

« Changes in government regulatory requirements laménactment of new legislation that impacts our
obligations; and

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

Item 1. BUSINESS

Brush Engineered Materials Inc., through its whollyned subsidiaries, is a manufacturer of highgrerénce
advanced enabling engineered materials servinglthel telecommunications and computer, data segrag
aerospace and defense, automotive electronicsstiiaicomponents, appliance and medical marketofA
December 31, 2007, we had 2,201 employees.

Our businesses are organized under four reporsaigiments: Advanced Material Technologies and Sesyic
Specialty Engineered Alloys, Beryllium and BeryifixComposites and Engineered Material Systems. Azbcn
Material Technologies and Services includes Wilbadvanced Materials Inc. (WAM). The Specialty Bregred
Alloys segment consists of Alloy Products, whichlirdes bulk and strip form products, and beryllioydroxide
produced by Brush Resources Inc. (BRI). The Bemyiliand Beryllium Composites segment consists oylBem
Products and Brush Ceramic Products Inc. whileEihgineered Material Systems segment includes Teahni
Materials, Inc. (TMI).




Our parent company, Brush Engineered Materials bm other corporate expenses, as well as thetimgr
results from BEM Services, Inc., Zentrix Technoksginc. and Circuits Processing Technology, In@TC all
wholly owned subsidiaries, are not part of any seginand remain in All Other. BEM Services, Inc. igjes a
management fee for the services it provides, pilyneorporate, administrative and financial overgigo our other
businesses on a cost-plus basis. Zentrix manutglectronic packages and other components fetcahe
telecommunications and computer and automotiverelgics markets, and CPT manufactures circuitrydigfiense
and commercial applications. CPT was sold in Mafch007. Corporate employees not covered as part of
reportable segment, including employees of BEM 8esy Inc. and Zentrix Technologies Inc., totald@ as of
December 31, 2007.

Our website address is www.beminc.comformation contained on our website does nostitite part of this
Form 10-K. We make available, free of charge thioogr website, our annual report on Form 10-K, tprbr
reports on Form 10-Q and current reports on Foilk &8s well as amendments to those reports, asa®on
reasonably practicable after we file such repoitl,ver furnish such reports to, the Securities Brdhange
Commission.

ADVANCED MATERIAL TECHNOLOGIES AND SERVICES

Advanced Material Technologies and Services (AMiESpmprised of WAM. Sales for this segment were
$519.9 million or 54% of total sales in 2007; $343nillion or 45% of total sales in 2006 and $208u8ion or
39% of total sales in 2005. As of December 31, 2@0MTS had 656 employees.

AMTS manufactures and fabricates precious, nonipuscand specialty metal products for the dataager
medical and the wireless, semiconductor, photomitreybrid segments of the microelectronics mak®tTS also
has refining capabilities for the reclaim of preganetals from internally or customer-generatedsdn addition,
AMTS provides chamber services for its customergttaim precious metals and refurbish reusablepoorants
used in its customers’ vapor deposition systemsTAMmajor product lines include vapor depositiorgtds, clad
and precious metals preforms, high temperaturechraerials, ultra fine wire, sealing lids for the
semiconductor/hybrid markets and specialty inorgamaterials.

AMTS'’ products are sold directly from its facilisen Buffalo, New York; Brewster, New York; Wheati,
New York; Buellton, California; Milwaukee, Wiscomsilreland; Singapore; Taiwan; Japan; Korea; thiédpines;
China and the Czech Republic, as well as througdttsales offices and independent sales represesta
throughout the world. Principal competition inclsd®mpanies such as Sumitomo Metals, HeraeusRraxair,
Inc., Honeywell International Inc., Solar Appliedakérials Technology Corp. and a number of smadigional and
national suppliers.

Advanced Material Technologies and Services — Salasd Backlog

The backlog of unshipped orders for AMTS as of Delger 31, 2007, 2006, and 2005 was $23.8 million,
$28.7 million and $16.0 million, respectively. Béml is generally represented by purchase ordetsiibg be
terminated under certain conditions. We expectshbastantially all of our backlog of orders forstlsiegment at
December 31, 2007 will be filled during 2008. Therease in backlog from 2005 to 2006 is primarikg ¢io the
acquisition of CERAC, incorporated in January 2666 an increase in the demand for vapor depogaigets.

Sales are made to over 2,800 customers. Goverrsakad, principally subcontracts, accounted for tiean
1% of the sales volume in 2007 and 2006 and 099@52Sales outside the United States, principallgurope and
Asia, accounted for approximately 30% of salesd@7 and 18% of sales in 2006 and 2005. Other segme
reporting and geographic information is containetlote M of Notes to Consolidated Financial Statetsiewvhich
can be found in Part I, Item 8 of this document.

Advanced Material Technologies and Services — Regea and Development

Active research and development programs seek nesupt compositions and designs as well as process
innovations. Expenditures for research and devedgpirfor AMTS amounted to $1.6 million in 2007, $0mllion




in 2006 and $0.8 million in 2005. A staff of 15esiists, engineers and technicians was employ#udsreffort as of
yearend 2007.

SPECIALTY ENGINEERED ALLOYS

Specialty Engineered Alloys (SEA) sells strip proidy bulk products and beryllium hydroxide (BRIxl&s for
this segment were $290.0 million or 30% of totdésan 2007; $275.6 million or 36% of total sale2D06 and
$213.8 million or 39% of total sales in 2005. AdDEcember 31, 2007, Specialty Engineered Alloys had
925 employees.

SEA manufactures beryllium-containing and othehipgrformance-based materials including copperahick
tin alloys that are metallurgically tailored to mepecific customer performance requirements. Thesaucts
exhibit high electrical and thermal conductivitibggh strength and hardness, good formability,itity; and
excellent resistance to corrosion, wear and fatihese alloys, sold in strip and bulk form, areaidchoices for
demanding applications in the telecommunicatiords@mputer, aerospace, industrial components (ivoduoil
and gas, heavy equipment and plastic mold tookmgl) appliance markets. These products are sold stimaky
through SEA and independent distribution centedsiaternationally through Company-owned and indejeen
distribution centers and independent sales reptatbess.

SEA'’s primary direct competitor in strip form bdiym alloys is NGK Insulators, Ltd. of Nagoya, Japwith
subsidiaries in the U.S. and Europe. SEA also ctespeith alloy systems manufactured by Global Beas$
Copper, Inc., Wieland Electric, Inc., StolbergertMiverke GmbH, Nippon Mining, PMX Industries, Irand also
with other generally less expensive materials uiditlg phosphor bronze, stainless steel and otlesmiapy copper
and nickel alloys which are produced by a varidtgampanies around the world. In the area of butidpcts (bar,
plate, tube and rod), in addition to NGK Insulat@&A competes with several smaller regional predsisuch as
Freedom Alloys in the U.S., LaBronze IndustrieEarope and Young Il in Asia.

SEA, through BRI, manages our mine and milling aiens. The milling operations produce beryllium
hydroxide from mined bertrandite ore and purchdsagl ore. The beryllium hydroxide is used primagk a raw
material input by the other businesses within trmgany. BRI also sells beryllium hydroxide extelyp& SEA’s
primary competitor in beryllium alloys, NGK Insutas, Ltd.

Specialty Engineered Alloys — Sales and Backlog

The backlog of unshipped orders for SEA as of Ddmar31, 2007, 2006 and 2005 was $71.5 million, $62.
million and $49.6 million, respectively. Backloggenerally represented by purchase orders thatmmagrminated
under certain conditions. We expect that substiyad the backlog of orders for this segment &©ecember 31,
2007 will be filled during 2008.

Sales are made to over 2,000 customers. Goverrsalad, principally subcontracts, accounted for leas 1%
of sales in 2007, 2006 and 2005. Sales outsidetiited States, principally to Europe and Asia, aeted for
approximately 55% of sales in 2007 and 2006 and 6fi%&les in 2005. Other segment reporting and rgexic
information is contained in Note M of Notes to Colidated Financial Statements, which can be fouri@art II,
Item 8 of this document.

Specialty Engineered Alloys — Research and Develomnt

Active research and development programs seek negiupt compositions and designs as well as process
innovations. Expenditures for research and devedgpirmmounted to $1.9 million in 2007, $2.1 millior2006 and
$2.6 million in 2005. A staff of 10 scientists, @émgers and technicians was employed in this efferf year-end
2007.

BERYLLIUM AND BERYLLIUM COMPOSITES

Beryllium and Beryllium Composites includes Bemiti Products and Brush Ceramic Products Inc. Safes f
this segment were $60.5 million or 6% of total sate2007; $57.6 million or 8% of total sales ir08Gand $53.1




million or 10% of total sales in 2005. As of DecaamBB1, 2007, Beryllium and Beryllium Composites had
276 employees.

Beryllium and Beryllium Composites manufacturesdurcts that include beryllium, AIBeMé&tand
Beryllium is a lightweight metal possessing uniguechanical and thermal properties. Its specifftngtss is much
greater than other engineered structural matesiads as aluminum, titanium and steel. Berylliuraxgracted from
both bertrandite and imported beryl ore. Beryllipmducts are used in a variety of high performaapaications in
the defense, space, industrial, scientific equigneactronics (including acoustics), medical, audtive electronics
and optical scanning markets. Beryllium-containimgducts are sold throughout the world throughreatisales
organization and through Company-owned and indegrgndistribution centers. While Beryllium and Béigin
Composites is the only domestic producer of metaliryllium, it competes with other fabricatorsnasl as with
designs utilizing other materials.

Beryllium and Beryllium Composites also manufacsuperyllia ceramics for electronic packaging aretb-
optical applications including lasers. Electronietrponents utilizing beryllia are used in the telaomunications,
medical, industrial, automotive and defense markiiese products are distributed through dire@ssahd
independent sales agents. Direct competitors iechrderican Beryllia Inc. and CBL Ceramics Limited.

Beryllium and Beryllium Composites — Sales and Badkg

The backlog of unshipped orders for Beryllium arehlium Composites as of December 31, 2007, 200@b a
2005 was $23.9 million, $18.4 million and $16.5lioi, respectively. Backlog is generally represdrig purchase
orders that may be terminated under certain camditiWe expect that substantially all of our bagldéorders for
this segment at December 31, 2007 will be filledry2008.

Sales are made to over 400 customers. Governmiest paincipally subcontracts, accounted for 1% of
Beryllium and Beryllium Composites’ sales in 20@006 and 2005. Sales outside the United Statex;ipally to
Europe and Asia, accounted for approximately 16%atés in 2007, 29% of sales in 2006 and 16% ek3al2005.
Other segment reporting and geographic informataontained in Note M of Notes to Consolidatedaficial
Statements, which can be found in Part Il, Itenf &5 document.

Beryllium and Beryllium Composites — Research and Bvelopment

Active research and development programs seek negiupt compositions and designs as well as process
innovations. Expenditures for research and devesspiramounted to $1.0 million in 2007 and $1.1 millin 2006
and in 2005. A staff of 9 scientists, engineers t@atinicians was employed in this effort as of yeradt 2007. Some
research and development projects, expenditurestimh are not material, were externally sponsened funded.

ENGINEERED MATERIAL SYSTEMS

Engineered Material Systems is comprised of TMleSéor this segment were $70.9 million or 7% déato
sales in 2007; $68.7 million or 9% of total sale2006 and $50.0 million or 9% of total sales i®20As of
December 31, 2007, Engineered Material System28adtmployees.

Engineered Material Systems manufactures engineeaterial systems, which include clad inlay andrtaye
metals, precious and base metal electroplatedragstdectron beam welded systems, contour prasiystems and
solder-coated metals systems. These products edeiuselecommunications and computer systems,siatage,
automotive electronics, semi-conductors, energierdee and medical applications. Engineered Mat8yatems’
products are sold directly and through its salpsagentatives. Engineered Material Systems hagelihiompetition
in the United States and several European manuéstare competitors for the sale of inlay strip.

Engineered Material Systems — Sales and Backlog

The backlog of unshipped orders for Engineered N&t8ystems as of December 31, 2007, 2006 and 2@
$12.4 million, $16.1 million and $16.3 million remgively. Backlog is generally represented by pasehorders that
may be terminated under certain conditions. We edgpat substantially all of our backlog of ordérsthis segmer
at December 31, 2007 will be filled during 2008.




Sales are made to approximately 300 customersnEamgd Material Systems did not have any saldseto t
government for 2007, 2006 or 2005. Sales outsideJthited States, principally to Europe and Asizoaated for
approximately 12% of Engineered Material Systeratsin 2007, 9% of sales in 2006 and 6% of sal@905.
Other segment reporting and geographic informataontained in Note M of Notes to Consolidatedalficial
Statements, which can be found in Part Il, Itenf $is document.

Engineered Material Systems — Research and Develogmt

Active research and development programs seek nesiupt compositions and designs as well as process
innovations. Expenditures for research and devedopirfor Engineered Material Systems were nomina0a?,
2006 and 2005.

GENERAL
Availability of Raw Materials

The principal raw materials we use are berylliuxtrgeted from both imported beryl ore and bertrendiined
from our Utah properties), copper, gold, silveckei, platinum, palladium, aluminum and rutheniWe will be
developing a new bertrandite pit at our Utah mite $argeting early 2008 to begin extracting @ee reserve data
can be found in Part I, Item 7 of this document Wave a long-term supply arrangement with Ulba#ét@nprom
of the Republic of Kazakhstan and its marketingeepntative, Nukem, Inc. of New York, to purchasargities of
copper beryllium master alloy and beryllium vacucast billet. The availability of these raw matesjas well as
other materials used by us, is adequate and ggneadldependent on any one supplier.

Patents and Licenses

We own patents, patent applications and licendasirg to certain of our products and processesla\ur
rights under the patents and licenses are of spmpertance to our operations, our business is ntgnady
dependent on any one patent or license or on allopatents and licenses as a group.

Regulatory Matters

We are subject to a variety of laws which regutheemanufacture, processing, use, handling, stoteayesport
treatment, emission, release and disposal of sutedaand wastes used or generated in manufact&onglecades
we have operated our facilities under applicaldadards of inplant and outplant emissions and sekeal he
inhalation of airborne beryllium particulate maggent a health hazard to certain individuals. Stededfor exposu
to beryllium are under review by the United Stadesupational Safety and Health Administration apather
governmental and private standard-setting organizet One result of these reviews will likely bemngtringent
worker safety standards. The development, propwsadioption of more stringent standards may affeging
decisions by the users of beryllium-containing prad. If the standards are made more stringenbaodf
customers or other downstream users decide to egtied use of beryllium-containing products, operating
results, liquidity and capital resources could kaemally adversely affected. The impact of thisgmtial adverse
effect would depend on the nature and extent o€liamges to the standards, the cost and abilityetet the new
standards, the extent of any reduction in custamerand other factors. The magnitude of this pialeatlverse
effect cannot be estimated.




Executive Officers of the Registrani

Name Aﬁ Positions and Office

Richard J. Hipple 55  Chairman of the Board, President and Chief Exeeu@ificer. In May 2006
Mr. Hipple was named Chairman of the Board and {Ohiecutive Officer of
Brush Engineered Materials Inc. He had served esidnt since May 2005.
He was Chief Operating Officer from May 2005 uiMiay 2006. Mr. Hipple
served as President of Alloy Products from May 2006& May 2005. He
joined the Company in July 2001 as Vice Presidéstiop Products an
served in that position until May of 2002. Priofjoining Brush, Mr. Hipple
was President of LTV Steel Company, a businessaiitite LTV Corporatio
(integrated steel producer and metal fabricatatprRo running LTV's steel
business, Mr. Hipple held numerous leadership jwostin Engineering,
Operations, Strategic Planning, Sales and MarketimjProcurement since
1975 at LTV. Mr. Hipple was appointed to the Boafdirectors of Ferro
Corporation on June 28, 20(

John D. Grampa 60  Senior Vice President Finance and Chief Financiffiég@r. Mr. Grampa wa
named Senior Vice President Finance and Chief Einb®fficer in
December 2006. Prior to that he had served as Rfiesident Finance and
Chief Financial Officer since November 1999 and/a&® President Finance
since October 1998. Prior to that, he had servadi@sPresident, Finance f
the Worldwide Materials Business of Avery Denni€&uarporation since
March 1994 and held other various positions at pj\@ennison Corporation
(producer of pressure sensitive materials, officapcts, labels and other
converted products) from 19¢€

Daniel A. Skoch 58  Senior Vice President AdministrationMr. Skoch was named Senior Vice
President Administration in July 2000. Prior totttime, he had served as
Vice President Administration and Human ResouragsesMarch 1996. He
had served as Vice President Human Resources Bihc&991 and prior to
that time, he was Corporate Direc— Personnel

Item 1A. RISK FACTORS

Our business, financial condition, results of ofieres and cash flows can be affected by a numb&xabddrs,
including but not limited to those set forth belamnd elsewhere in the Annual Report on Form 10-K,@re of
which could cause our actual results to vary mallgrirom recent results or from our anticipatetufe results.
Therefore, an investment in us involves some risicdyding the risks described below. The risksdssed below
are not the only risks that we may experiencenyf af the following risks occur, our business, fesaf operations
or financial condition could be negatively impacted

Health issues, litigation and government regulatioelating to machining and manufacturing of beryllim-
containing products could significantly reduce demé for our products, limit our ability to operateral adversely
affect our profitability.

If exposed to respirable beryllium fumes, dustp@rder, some individuals may demonstrate an attergi
reaction to beryllium and may later develop a clrdung disease known as chronic beryllium diseas&BD.
Some people who are diagnosed with CBD do not deveinical symptoms at all. In others, the disece®lead to
scarring and damage of lung tissue, causing clisigaptoms that include shortness of breath, wingeand
coughing. Severe cases of CBD can cause disabilitfgath.

Further, some scientists claim there is eviden@nadssociation between beryllium exposure and camger,
and certain standargktting organizations have classified beryllium badyllium compounds as human carcinog




The health risks relating to exposure to beryllivave been, and will continue to be, a significastie
confronting the beryllium-containing products inttys The health risks associated with beryllium éagsulted in
product liability claims, employee and third-paldyvsuits and increased levels of scrutiny by fellstate, foreign
and international regulatory authorities. Concawvesr CBD and other potential adverse health effiestéding to
beryllium, as well as concerns regarding potetigiility from the use of beryllium, may discourager customers’
use of our beryllium-containing products and sigifitly reduce demand for our products. In addjtemnmtinued or
increased adverse media coverage relating to aylliben-containing products could damage our repataor
cause a decrease in demand for beryllium-contaiminducts, which could adversely affect our prduitigy.

We are presently uninsured for beryllium-relatesirak where the claimants’ first exposure to beumptli
occurred on or after January 1, 2008, and we havanmdertaken to estimate the impact of such clamhéch have
yet to be asserted. In addition, some jurisdictioreslude insurance coverage for punitive damagesds.
Accordingly, our profitability could be adverselffected if any current or future claimants obtaidgments for any
uninsured compensatory or punitive damages. Fyrdmeunfavorable outcome or settlement of a penldé@rgllium
case or additional adverse media coverage couloueage the commencement of additional similaraiiign.

Our bertrandite ore mining and beryllium-related mafacturing operations and our customers’ businessare
subject to extensive health and safety regulatidihat impose, and will continue to impose, signifitacosts anc
liabilities, and future regulation could increasénbse costs and liabilities or effectively prohilpitoduction or use
of beryllium-containing products.

Our customers and we are subject to laws regulatorier exposure to beryllium. Standards for expesa
beryllium are under review by the United Statesupational Safety and Health Administration and tyeo
governmental and private standard-setting orgapizat One result of these reviews will likely benmstringent
worker safety standards. The development, propmsadloption of more stringent standards may afiegtng
decisions by the users of beryllium-containing prad. If the standards are made more stringenbaodf
customers or other downstream users decide to egtiedr use of beryllium-containing products, opemting
results, liquidity and capital resources could kaerially adversely affected. The impact of thisgmtial adverse
effect would depend on the nature and extent o€liamges to the standards, the cost and abilityetet the new
standards, the extent of any reduction in custamerand other factors. The magnitude of this pialeatlverse
effect cannot be estimated.

Our bertrandite ore mining and manufacturing operiains are subject to extensive environmental regidas that
impose, and will continue to impose, significantste and liabilities on us, and future regulation atd increase
these costs and liabilities or prevent productiohberyllium-containing products.

We are subject to a variety of governmental regadatrelating to the environment, including thoskating to
our handling of hazardous materials and air andemagter emissions. Some environmental laws impokstantial
penalties for noncompliance. Others, such as tiheréé Comprehensive Environmental Response, Corafiens
and Liability Act, impose strict, retroactive aradrjt and several liability upon entities responsifdr releases of
hazardous substances. Bertrandite ore miningassailsject to extensive governmental regulation attens such as
permitting and licensing requirements, plant anidiifé protection, reclamation and restoration ahimg
properties, the discharge of materials into tharenment and the effects that mining has on growatdnquality
and availability. If we fail to comply with preseand future environmental laws and regulationscoudd be subjer
to liabilities or our operations could be interregbt In addition, future environmental laws and fetjons could
restrict our ability to expand our facilities orteact our bertrandite ore deposits. They could edspiire us to
acquire costly equipment or to incur other sigaificexpenses in connection with our business, whimkd
increase our costs of production.




The availability of competitive substitute matersafor berylliun-containing products may reduce our custon’
demand for these products and reduce our sales.

In certain product applications, we compete witmafacturers of non-beryllium-containing products;luding
organic composites, metal alloys or compositeghititm and aluminum. Our customers may choose to use
substitutes for berylliuncontaining products in their products for a varietyeasons, including, among other thir
the lower costs of those substitutes, the healthsafety concerns relating to these products amdishk of litigation
relating to beryllium-containing products. If owrstomers use substitutes for beryllium-containiragpcts in their
products, the demand for our beryllium-containingdacts may decrease, which could reduce our sales.

The markets for our beryllium-containing and non-bglium- containing products are experiencing rapid chang
in technology.

We operate in markets characterized by rapidly gimantechnology and evolving customer specificagiand
industry standards. New products may quickly rerheexisting product obsolete and unmarketableekample, a
one time we produced beryllium-copper alloys thatewsed in the production of some golf club hehdgever,
these beryllium-copper alloy club heads are nodomgoduced by any of our customers. Our growthfahde
results of operations depend in part upon ourtghiti enhance existing products and introduce nelgleloped
products on a timely basis that conform to premgitind evolving industry standards, meet or exteguhological
advances in the marketplace, meet changing custspeeifications, achieve market acceptance ananesip our
competitors’ products.

The process of developing new products can be tdabitally challenging and requires the accurate
anticipation of technological and market trends. M&y not be able to introduce new products sucakgsir do so
on a timely basis. If we fail to develop new protduihat are appealing to our customers or failewetbp products
on time and within budgeted amounts, we may be lertalrecover our significant research and devekangosts,
which could adversely affect our margins and padifity.

Our beryllium-containing and non-beryllium-containig products are deployed in complex applicationslanay
have errors or defects that we find only after depinent.

Our products are highly complex, designed to béayepl in complicated applications and may contain
undetected defects, errors or failures. Althoughpsaducts are generally tested during manufaggupnior to
deployment, they can only be fully tested when dg@dl in specific applications. For example, we kelyllium-
copper alloy strip products in a coil form to socustomers, who then stamp the alloy for its spegifirpose. On
occasion, it is not until such customer stampsatley that a defect in the alloy is detected. Iditidn, the Company
has experienced on one occasion, a quality isstegiine manufacturing ramp up of a new producngaguently,
our customers may discover errors after the praduave been deployed. The occurrence of any deggetss, or
failures could result in installation delays, protteturns, termination of contracts with our castss, diversion of
our resources, increased service and warranty aoststher losses to our customers, end usersus. #ny of
these occurrences could also result in the loss délay in market acceptance of our products aatblcdamage our
reputation, which could reduce our sales.

Our customers are subject to significant fluctuatie as a result of the cyclical nature of their indtries and their
sensitivity to general economic conditions, whichutd adversely affect their demand for our produetsd reduce
our sales.

A substantial number of our customers are in tleetenmunications and computer, data storage, agcesgnd
defense, automotive electronics, industrial compt)eppliance and medical industries. Each ofetidustries is
cyclical in nature, influenced by a combinatiorfadtors which could have a negative impact on asiriess,
including, among other things, periods of econognmwth or recession, strength or weakness of thHeedistates
dollar, the strength of the consumer electroniapraotive electronics and computer industries aedate of
construction of telecommunications infrastructuggipment and government spending on defense.




Also, in times when growth rates in our marketsvsttown, there may be temporary inventory adjustsegtour
customers that may negatively affect our business.

The demand for our products is generally affecteg fmacroeconomic fluctuations in the global economiim
which we sell our products. Future economic downtig, stagnant economies or global currency fluctuais
could also negatively affect our financial performae.

Our business is dependent on continued capitaldépgiy the global telecommunications and computer
industries, and a decrease in capital spendingfiastructure and equipment could affect our rexefiom these
markets. Our business could be exposed to unexpecextended downturns in capital spending, wicimhld
adversely affect our sales. In addition, a decreasdlitary, aerospace or defense-related spencindd adversely
reduce demand for our products.

We may not be able to complete our acquisition &gy or successfully integrate acquired businesses.

We have been active over the last three yearsrsumg niche acquisitions for one of our subsidisrWilliam:
Advanced Materials Inc. We intend to continue tasider further growth opportunities through theuasitjon of
assets or companies and routinely review acquisgportunities. We cannot predict whether we ldlisuccessful
in pursuing any acquisition opportunities or whed tonsequences of any acquisition would be. Fatcgeisitions
may involve the expenditure of significant fundslananagement time. Depending upon the natureasideiming
of future acquisitions, we may be required to raidditional financing, which may not be availalbeus on
acceptable terms. Further, we may not be abledoesgfully integrate any acquired business withexisting
businesses or recognize any expected advantagesfrp completed acquisition.

The terms of our indebtedness may restrict our d@bito pursue our growth and acquisition strategies

The terms of our credit facilities restrict ourléhito, among other things, borrow and make inrestts and
acquire other businesses. In addition, the ternmupfndebtedness require us to satisfy specifigahtial covenant
Our ability to comply with these provisions deperidgart, on factors over which we may have nam@nThese
restrictions could adversely affect our abilitypiarsue our growth and acquisition strategies. Itweach any of our
financial covenants or fail to make scheduled pays)eour creditors could declare all amounts oveetthém to be
immediately due and payable, and we may not haffieisnt available funds to repay the amounts daeyhich
case we may be required to seek legal protectmmn frur creditors.

We conduct our sales and distribution operations anvorldwide basis and are subject to the riskscasated with
doing business outside the United States.

We sell to customers outside of the United Statas four United States and international operatitvis.have
been and are continuing to expand our geographhrin Europe and Asia. Shipments to customersdeuts the
United States accounted for approximately 43% ofsales in 2007, 35% in 2006 and 33% in 2005. Wieipate
that international shipments will account for andfigant portion of our sales for the foreseeabitife. Revenue
from non-U.S. operations (principally Europe andadsmounted to approximately 23% of our salesOid72 23%
in 2006 and 25% in 2005. There are a number o$ sisociated with international business activitreduding:

« burdens to comply with multiple and potentially 8aning foreign laws and regulations, includingpext
requirements, tariffs and other barriers, environtakhealth and safety requirements and unexpettadge
in any of these factor:

« difficulty in obtaining export licenses from the itbd States governmer
« political and economic instability and disruptioms;luding terrorist attack:
« potentially adverse tax consequences due to oy@rgpr differing tax structures; ai

« fluctuations in currency exchange rai

Fluctuations in currency exchange rates, partibufar the euro and the yen, have impacted ourssatargins
and profitability in the past. The fair value ofraet liability relating to outstanding foreign cemncy contracts




was $1.5 million at December 31, 2007, indicatimat the average hedge rates were unfavorable cenhpathe
actual year-end market exchange rates. Addition&hgign and international regulations have ampacted our
sales, margins and profitability in the past. 9se &— Health issues, litigation and governmentulagon relating
to machining and manufacturing of beryllium-contaghproducts could significantly reduce demanddor
products, limit our ability to operate and adveysafect our profitability”, found on page 6 and “Gur bertrandite
ore mining and beryllium-related manufacturing @iens and our customers’ businesses are subjeste¢asive
health and safety regulations that impose, andawiitinue to impose, significant costs and lialeitit and future
regulation could increase those costs and liadslitir effectively prohibit production or use ofylBum-containing
products”, found on page 7. Further, any of thédesrcould continue in the future.

A major portion of our bank debt consists of vari@-rate obligations, which subjects us to interestea
fluctuations.

Our credit facilities are secured by substantiallyof our assets (other than nomning real property and cert:
other assets). Our working capital line-of-cred@ludes variable-rate obligations, which expostousterest rate
risks. If interest rates increase, our debt ser@liegations on our variable-rate indebtedness dautrease even if
the amount borrowed remained the same, resultiagdiecrease in our net income. We have developedging
program to manage the risks associated with intesés fluctuations, but our program may not effesty eliminate
all of the financial exposure associated with iestirate fluctuations. We currently have an insentin place that
has the effect of fixing the interest rate on aiparof our outstanding debt through December 2@@Rlitional
information regarding our market risks is contaimeé&art Il, tem 7A of this document.

The availability and prices of some raw material® wse in our manufacturing operations fluctuate, dn
increases in raw material costs can increase oueggting costs.

We manufacture engineered materials using varioemqus and non-precious metals, including goldesi
palladium, platinum, ruthenium, copper and nicRéle availability of and prices for these raw matksrare subject
to volatility and are influenced by worldwide ecomic conditions, speculative action, world supplyg aemand
balances, inventory levels, availability of suhgitmetals, the United States dollar exchange paveluction costs
of United States and foreign competitors, anti@gdatr perceived shortages and other factors. Deedeavailability
and fluctuating prices of precious and non-precimesals that we use in our manufacturing can irserear
operating costs. For example, prices for coppee liagently reached an all-time high due to, amdhgrahings,
smelting capacity and increased demand from Clkngher, we maintain some precious metals on aigoed
inventory basis. The owners of the precious metadsge a fee that fluctuates based on the mariaet pf those
metals and other factors. A significant increasthamarket price of precious metals or the comaigmt fee could
increase our financing costs, which could increageoperating costs. We use ruthenium for the natufe of
perpendicular magnetic recording technology prosltmt the data storage market. Ruthenium is noelyidsed or
traded on a public market and therefore there isstablished market for hedging price exposurénciigh our
selling price is generally based on our cost telpase ruthenium, the inventory carrying value magxposed to
market fluctuations.

Because we experience seasonal fluctuations in sales, our quarterly results will fluctuate, and oannual
performance will be affected by the fluctuatior

Because many of our European and automotive eféctraustomers slow or cease operations during the
summer months, we sometimes experience weaker deimaéine quarters ending in September compareleto t
quarters ending in March, June and December. Weatxhis seasonal pattern to continue, which caoges
quarterly results to fluctuate. If our revenue dgrany quarter were to fall below the expectatioiisivestors or
securities analysts, our share price could dectieghaps significantly. Unfavorable economic cdndi, lower thal
normal levels of demand and other occurrencesyroéithe other quarters could also harm our opegatesults.
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Natural disasters, equipment failures, work stoppesg bankruptcies and other unexpected events may leur
customers to curtail production or shut down thesperations.

Our customers’ manufacturing operations are sulgecbnditions beyond their control, including ravaterial
shortages, natural disasters, interruptions inteat power or other energy services, equipmeitris,
bankruptcies, work stoppages due to strikes ordotk including those affecting the automotive istdyy one of ou
major markets, and other unexpected events. Fongbeain 2005, Delphi Corporation, a customer oé¢hof our
business units and the largest U.S. supplier afmative parts, filed for bankruptcy protection. Aofjthose events
could also affect other suppliers to our customiersither case, those events could cause ourrogssoto curtail
production or to shut down a portion or all of theerations, which could reduce their demand torpyoducts and
reduce our sales.

Unexpected events and natural disasters at our mioeld increase the cost of operating our business.

A portion of our production costs at our mine axed regardless of current operating levels. Owrafing
levels are subject to conditions beyond our cortrat may increase the cost of mining for varyieggths of time.

These conditions include, among other things, fietural disasters, pit wall failures and ore pssagg
changes. Our mining operations also involve thalliag and production of potentially explosive méts. It is
possible that an explosion could result in deathiajuries to employees and others and materigdgntyg damage t
third parties and us. Any explosion could expostousdverse publicity or liability for damages andterially
adversely affect our operations. Any of these esrentild increase our cost of operations.

Equipment failures and other unexpected events at €acilities may lead to manufacturing curtailmestor
shutdowns

The manufacturing processes that take place imining operation, as well as in our manufacturiaglities,
depend on critical pieces of equipment. This eqeipinmay, on occasion, be out of service becauseaniticipated
failure, and some equipment is not readily avaflaiyl replaceable. In addition to equipment failuees facilities
are also subject to the risk of loss due to ungated events such as fires, explosions or otreastiers. Material
plant shutdowns or reductions in operations coalarhour ability to fulfill our customers’ demandaghich could
harm our sales and cause our customers to find stippliers. Further, remediation of any interraptin productiol
capability may require us to make large capitaleexjitures, which may have a negative effect orpoofitability
and cash flows. Our business interruption insuranag not cover all of the lost revenues associaié
interruptions in our manufacturing capabilities.

Many of our manufacturing facilities are dependepn single source energy suppliers, and interruptionenergy
services may cause manufacturing curtailments ougtowns.

Many of our manufacturing facilities depend on eonerce for electric power and for natural gas.&a@mple,
Utah Power is the sole supplier of electric poweethie processing facility for our mining operationdJtah. A
significant interruption in service from our energyppliers due to equipment failures, terrorisramy other cause
may result in substantial losses that are not fudlyered by our business interruption insurance. gubstantial
unmitigated interruption of our operations duehtese conditions could harm our ability to meetaustomers’
demands and reduce our sales.

If the price of electrical power, fuel or other engy sources increases, our operating expenses cintdease
significantly.

We have numerous milling and manufacturing faeitand a mining operation, which depend on eleadtric
power, fuel or other energy sources. See “ltem Preperties,” found on page 15. Our operating egpsire
sensitive to changes in electricity prices and furgles, including natural gas prices. Prices fecteicity and nature
gas have continued to increase and can fluctuatelywvith availability and demand levels from othisers. During
periods of peak usage, supplies of energy may tailed, and we may not be able to purchase erargjistorical
market rates. While we have some long-term corgnaih energy suppliers, we are exposed to fluainatin
energy costs that can affect our production cé@dteough we enter into forward fixed price supply
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contracts for natural gas and electricity for useur operations, those contracts are of limitection and do not
cover all of our fuel or electricity needs. Prioereases in fuel and electricity costs will conéiria increase our cost
of operations.

We have a limited number of manufacturing facilitle and damage to those facilities could interruptro
operations, increase our costs of doing businessl @mpair our ability to deliver our products on anely basis.

Some of our facilities are interdependent. Foransk, our manufacturing facility, in EImore, Ohédies on our
mining operation for its supply of beryllium hydide used in production of most of its beryllium-taining
materials. Additionally, our Shoemakersville, Peiwvania, Fremont, California and Tucson, Arizonanuiiacturing
facilities are dependent on materials producedusysbmore, Ohio manufacturing facility and our Wiiesdd, New
York manufacturing facility is dependent on our ild, New York manufacturing facility. See “ltem-2
Properties”, found on page 15. The destructionasure of any of our manufacturing facilities or aine for a
significant period of time as a result of fire, &ogon, act of war or terrorism or other naturaladiter or unexpected
event may interrupt our manufacturing capabilitiasrease our capital expenditures and our costeiofy business
and impair our ability to deliver our products otiraely basis. In such an event, we may need rtés an
alternative source of manufacturing or to delaydpiagion, which could increase our costs of doingitess. Our
property damage and business interruption insuraraenot cover all of our potential losses and matycontinue
to be available to us on acceptable terms, iflat al

Our lengthy and variable sales and development eymlakes it difficult for us to predict if and whes new
product will be sold to customer

Our sales and development cycle, which is the gdriam the generation of a sales lead or new proidea
through the development of the product and therdiag of sales, may typically take up to two orethryears,
making it very difficult to forecast sales and ésof operations. Our inability to accurately pdhe timing and
magnitude of sales of our products, especially pémttoduced products, could affect our abilitymeet our
customers’ product delivery requirements or causaesults of operations to suffer if we incur expes in a
particular period that do not translate into salesng that period, or at all. In addition, theadures would make it
difficult to plan future capital expenditure needsd could cause us to fail to meet our cash flayuirements.

Future terrorist attacks and other acts of violence war may directly harm our operations.

Future terrorist attacks or other acts of violeacear may directly impact our physical facilitiésor example,
our Elmore, Ohio facility is located near and des\power from a nuclear power plant, which coula lb@rget for a
terrorist attack. In addition, future terroristeaks, related armed conflicts or prolonged or iaseg tensions in the
Middle East or other regions of the world couldsmeonsumer confidence and spending to decreageadang
demand for consumer goods that contain our prodEatsher, when the United States armed forceshamdved in
active hostilities or large-scale deployments, dséespending tends to focus more on meeting theiqaiyneeds of
the troops, and planned expenditures on weaponsthed systems incorporating our products may daaed or
deferred. Any of these occurrences could also as@evolatility in the United States and worldwidehcial
markets, which could negatively impact our sales.

We may be unable to access the financial marketsfarorable terms.

The inability to raise capital on favorable terparticularly during times of uncertainty in thedimcial market:
could impact our ability to sustain and grow ousibess and would increase our capital costs. \Weorehccess to
financial markets as a significant source of ligtyiflor capital requirements not satisfied by cashhand or
operating cash flow. Our access to the financiaketa could be adversely impacted by various fa¢tocluding:

» Changes in credit markets that reduce availabkgitooe the ability to renew existing liquidity fdities on
acceptable term:

* A deterioration of our credi
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« Extreme volatility in our markets that increaseggmaor credit requirement
< A material breakdown in our risk management prooestuanc

« The collateral pledge of substantially all of ogsets in connection with our existing indebtednessch
limits our flexibility in raising additional capita

All of these factors, except a material breakdomwnour risk management procedures, have adverselgated
our access to the financial markets at variousdimer the last five years.

Low investment performance by our domestic pensidan assets may require us to increase our pendiahility
and expense, which may require us to fund a portieihour pension obligations and divert funds fromireer
potential uses

We provide defined benefit pension plans to elgidmployees. Our pension expense and our required
contributions to our pension plans are directlyetid by the value of plan assets, the projectedofaeturn on pla
assets, the actual rate of return on plan assdttharactuarial assumptions we use to measureafimed benefit
pension plan obligations, including the rate atchitfuture obligations are discounted to a preseahtey or the
discount rate. As of December 31, 2007, for penamgounting purposes, we assumed an 8.25% ragtushron
pension assets.

Lower investment performance of our pension plaetssresulting from a decline in the stock marketd
significantly increase the deficit position of qulans. Should the assets earn an average retsrthkas 8.25% over
time, it is likely that future pension expenses ldancrease. The actual return on our plan assetthé twelve
months ending December 31, 2007 was 5.8% and tlagei@r average annualized return as of year-end 206
6.5%.

We establish the discount rate used to determm@tbsent value of the projected and accumulateefibe
obligation at the end of each year based uponuhiadle market rates for high quality, fixed inceimvestments.
An increase in the discount rate would reduce tiheré pension expense and, conversely, a loweoudidcate
would raise the future pension expense.

Based on current guidelines, assumptions and gstniacluding stock market prices and interegts;ave
anticipate that we will be required to make a aashtribution of approximately $4.5 million to ouemsion plan in
2008. If our current assumptions and estimatesi@reorrect, a contribution in years beyond 200§ begreater
than the projected 2008 contribution required.

We cannot predict whether changing market or ecanoonditions, regulatory changes or other factuits
further increase our pension expenses or fundifigaitons, diverting funds we would otherwise apfiyother use

Our expenditures for post-retirement health bensfitould be materially higher than we have prediciédur
underlying assumptions prove to be incorrect.

We also provide post-retirement health benefitgligible employees. Our retiree health expenséréctly
affected by the assumptions we use to measurestitga health plan obligations, including the assdmate at
which health care costs will increase and the distoate used to calculate future obligations. fétiree health
accounting purposes, we increased the assumedtratéch health care costs will increase for thet year to 9% ¢
December 31, 2007 from 8% at December 31, 200&dtlition, we have assumed that this health cartenogase
trend rate will decline to 5% by 2012. We have ugedsame discount rates for our retiree healthspihat we use
for our pension plan accounting.

Assumed health care cost trend rates have a signifeffect on the amounts reported for the health plans.
A 1.0% increase in assumed health care cost teed would have increased the pasiployment benefits includt
among the liabilities in our balance sheet by $6illon at December 31, 2007.
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We cannot predict whether changing market or econoonditions, regulatory changes or other factails
further increase our retiree health care expensebligations, diverting funds we would otherwigmby to other
uses.

We are subject to fluctuations in currency exchangees, which may negatively affect our financial
performance.

A significant portion of our sales is conductednternational markets and priced in currencies rotihen the
United States dollar. Revenues from customers aeitsi the United States (principally Europe andaf\simount to
43% of sales for 2007, 35% of sales for 2006 ar¥d 88sales for 2005. A significant part of thesteinational
sales are priced in currencies other than the dbtgar. Significant fluctuations in currency valuetative to the
United States dollar may negatively affect our ficial performance. While we may hedge our currdéreysactions
to mitigate the impact of currency price volatildy our earnings, any hedging activities may naguizessful.

Our holding company structure causes us to rely famds from our subsidiaries.

We are a holding company and conduct substanadliiyur operations through our subsidiaries. Aslaing
company, we are dependent upon dividends or otierciompany transfers of funds from our subsidsaride
payment of dividends and other payments to us Ibysobsidiaries may be restricted by, among othagth
applicable corporate and other laws and regulatameements of the subsidiaries and the termarofuarent and
future indebtedness.

Item 1B. UNRESOLVED STAFF COMMENTS

None.
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Item 2. PROPERTIES

We operate manufacturing plants, service and d#tudlities throughout the world. Information as of
December 31, 2007, with respect to our signifidaatities that are owned or leased, and the rdsmesegments in
which they are included, is set forth below.

Approximate

Number of
Location Owned or Leasel Square Fee
Manufacturing Facilities
Brewster, New York®) Leasec 75,00(
Buellton, California(®) Leasec 35,00¢(
Buffalo, New York®) Owned 97,00(
Delta, Utah@ Owned 86,00(
Elmore, Ohic@ @) Owned/Lease 556,000/300,0C
Fremont, Californi&3 Leasec 16,80(
Limerick, Ireland®) Leasec 18,00(
Lincoln, Rhode Islan(® Owned/Lease 130,000/11,00
Lorain, Ohio(@) Owned 55,00(
Louny, Czech Republi® Leasec 19,80(
Milwaukee, Wisconsii(1) Owned/Lease 99,000/7,30
Newburyport, Massachuse®) Owned 30,00(
Reading, Pennsylvan(@ Owned 123,00(
Santa Clara, Californi®) Leasec 5,80(
Singapore®) Leasec 4,50(
Subic Bay, Philippine@ Leasec 5,00(
Suzhou, Chini® Leasec 22,38¢
Taipei, Taiwar(® Owned 5,00(
Tucson, Arizond3) Owned 53,00(
Wheatfield, New York2) Owned 35,00¢(
Corporate and Administrative Office
Cleveland, Ohi2®)®) Owned 110,00(
Service and Distribution Center
Elmhurst, Illinois(@ Leasec 28,50(
Fukaya, Japa@@)4) Owned 35,50(
Singapore@®)“) Leasec 2,50(
Stuttgart, German(2®) Leasec 24,75(
Theale, Englan(23)(4) Leasec 19,70(
Tokyo, Japai@)@E)4) Leasec 6,90¢

Warren, Michigar(@ Leasec 34,50(

(1) Advanced Material Technologies and Servi
(@ Specialty Engineered Alloy
®) Beryllium and Beryllium Composite
4 Engineered Material Syster
®) All Other
In addition to the above, there are 7,500 acrdsiab County, Utah with respective mineral rightsrfrwhich

the beryllium-bearing ore, bertrandite, is minedly open pit method. A portion of the mineral tigis held under
lease. Ore reserve data can be found in Pareih & of this document.
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Item 3. LEGAL PROCEEDINGS

Our subsidiaries and our holding company are stifj@n time to time, to a variety of civil and advistrative
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 December 31, 2007, our subsidiary, Brush Wafl Inc., was a defendant in nine proceedings iows
state and federal courts brought by plaintiffsgitig that they have contracted, or have been platadk of
contracting, chronic beryllium disease or otheglgonditions as a result of exposure to berylligtaintiffs in
beryllium cases seek recovery under negligencevaridus other legal theories and seek compensatahpunitive
damages, in many cases of an unspecified sum. &pofisome plaintiffs claim loss of consortium.

During 2007, the number of beryllium cases decréésen 13 cases (involving 54 plaintiffs) as of
December 31, 2006 to nine cases (involving 31 fifeshas of December 31, 2007:

 two cases (involving four plaintiffs) were voluntgrdismissed by the plaintiffs

» one purported class action (involving 15 namednpifés) was decided in the Company’s favor and
dismissed; an

« one case (involving one plaintiff) was settled aigimissed

In addition, three plaintiffs were dismissed frompuported class action (involving eight namedmilés) and
the case was remanded to the trial court for funpneceedings as to the remaining five individualniffs only.
Summary judgment was granted in the Company’s favtwo cases (involving 12 plaintiffs), though tplaintiffs
have filed appeals in both cases. No cases wexkifil 2007.

The nine pending beryllium cases as of Decembe@17 fall into two categories: Seven cases invgthird-
party individual plaintiffs, with 15 individuals @a four spouses who have filed claims as part@&if $pouse’s case
and two children who have filed claims as parth&it parent’s case); and two purported class agtiowolving ten
named plaintiffs, as discussed more fully belovai®@k brought by third-party plaintiffs (typicallyrployees of our
customers or contractors) are generally coveredabying levels of insurance.

The first purported class action is Manuel Maringlev. Brush Wellman Inc., filed in Superior Coof
California, Los Angeles County, case number BC2890% July 15, 2003. The named plaintiffs are Maerin,
Lisa Marin, Garfield Perry and Susan Perry. Theddénts are Brush Wellman, Appanaitis Enterprises, and
Doe Defendants 1 through 100. A First Amended Camplvas filed on September 15, 2004, naming five
additional plaintiffs. The five additional namedhjitiffs are Robert Thomas, Darnell White, Leonawéfrion, Jame
Jones and John Kesselring. The plaintiffs allege ttiey have been sensitized to beryllium while leygd at the
Boeing Company. The plaintiffs’ wives claim lossaminsortium. The plaintiffs purport to represend telasses of
approximately 250 members each, one consistingookevs who worked at Boeing or its predecessorsaaad
beryllium sensitized and the other consisting efrtspouses. They have brought claims for negligesirict
liability — design defect, strict liability —failure to warn, fraudulent concealment, breachrgflied warranties, ar
unfair business practices. The plaintiffs seekrinfive relief, medical monitoring, medical and tiealare provider
reimbursement, attorneys’ fees and costs, revatafibusiness license, and compensatory and pardtivnages.
Messrs. Marin, Perry, Thomas, White, Joffrion, Joand Kesselring represent current and past emgaayfeBoein
in California; and Ms. Marin and Ms. Perry are sggal Defendant Appanaitis Enterprises, Inc. wasidiged on
May 5, 2005. This case is set for trial on June20D8.

The second purported class action is Gary Anthor§nvall Tube Manufacturing Corporation d/b/a Sritalbe
Products Corporation, Inc., et al., filed in theu@f Common Pleas of Philadelphia County, Pervasyh, case
number 000525, on September 7, 2006. The caseaemas/ed to the U.S. District Court for the Easterstiixt of
Pennsylvania, case number 06-CV-4419, on Octob20@6. The only named plaintiff is Gary Anthony.eTh
defendants are Small Tube Manufacturing Corporatiima Small Tube Products Corporation, Inc.; Adiniletals
Inc.; Tube Methods, Inc.; and Cabot Corporatiore phaintiff purports to sue on behalf of a classwfrent
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and former employees of the U.S. Gauge facilitgétiersville, Pennsylvania who have ever been eaghts
beryllium for a period of at least one month whahlaployed at U.S. Gauge. The plaintiff has broudgdinhts for
negligence. Plaintiff seeks the establishmentmieadical monitoring trust fund, cost of publicatiohapproved
guidelines and procedures for medical screeningnaowitoring of the class, attorneyges and expenses. Defenc
Tube Methods, Inc. filed a third-party complaintagst Brush Wellman Inc. in that action on Novemb&r 2006.
Tube Methods alleges that Brush supplied beryllzontaining products to U.S. Gauge, and that Tubthbtis
worked on those products, but that Brush is liabl€ube Methods for indemnification and contribati®rush
moved to dismiss the Tube Methods complaint on Béeeg 22, 2006. On January 12, 2007, Tube Methdets din
amended third-party complaint, which Brush movedisgmiss on January 26, 2007; however, the Couniedehe
motion on September 28, 2007. Brush filed its amdwvéhe amended third-party complaint on Octot$sr2D07.

As previously reported and noted above, one puedartass action has been remanded to the triaf faur
proceedings as to the five individuals who allegeyhium sensitization following the appellate ctsiaffirming of
the trial court’s grant of summary judgment in @empany’s favor. Neal Parker, et al. v. Brush Waltninc., was
filed in the Superior Court of Fulton County, StafeGeorgia, case number 2004CVv80827, on Januarga®. Thi
case was removed to the U.S. District Court forNloethern District of Georgia, case number 04-686, on May 4
2004. The named plaintiffs were Neal Parker, Willgarlton, Stephen King, Ray Burns, Deborah Watkiemnarc
Ponder, Barbara King and Patricia Burns. The defetsdwere Brush Wellman; Schmiede Machine and Tool
Corporation; ThyssenKrupp Materials NA Inc., d/Bfapper and Brass Sales; Axsys Technologies Incoalinc.;
McCann Aerospace Machining Corporation; Cobb Tbul,; and Lockheed Martin Corporation. Messrs. Bark
Carlton, King and Burns and Ms. Watkins were curemployees of Lockheed. Mr. Ponder was a retirgleyee;
and Ms. King and Ms. Burns were family members. plaéntiffs brought claims for negligence, strieHtility,
fraudulent concealment, civil conspiracy and pumitlamages. The plaintiffs sought a permanent atijom
requiring the defendants to fund a court-supervisedical monitoring program, attorneys’ fees anditpee
damages. On March 29, 2005, the Court entereddar ¢t) directing plaintiffs to amend their pleaglito segregate
out those plaintiffs who endured only subcliniaallular and subcellular effects from those whaainged
actionable tort injuries, and stating that follogiisuch amendment, the Court would enter an ordenidsing the
claims asserted by the former subset of claim#&Rjsjismissing Count | of the Complaint, which sbtithe creatio
of a medical monitoring fund; and (3) dismissing thaims against Axsys Technologies Inc. On Al 2005, the
plaintiffs filed a Substituted Amended Complaint amages, contending that each of the eight ngtatatiffs
and the individuals listed on the attachment toathginal Complaint, and each of the putative classnbers
sustained personal injuries; however, they allébatthey identified five individuals whose injusienanifested
themselves such that they had been detected bycphggamination and/or laboratory test. On May 25, the
defendants filed a Motion to Enforce the March 2®05 Order, which argued that the five plaintitfentified in the
Amended Complaint had only beryllium sensitizatishjch is not an actionable tort injury as defiriedhe
March 29, 2005 Order. On March 10, 2006, the Centered an order construing this motion as a Mdtion
Summary Judgment and granted summary judgmenei€timpany’s favor; however, the plaintiffs filed @ppeal.
On April 18, 2007, the Eleventh Circuit Court of pgmls affirmed in part and reversed in part the tourt’s grant
of summary judgment, holding that Georgia tort l&gquires a current physical injury and that allexet of
subclinical and cellular damage do not satisfyghegsical injury requirement. However, with resptecthe five
named individuals with alleged beryllium sensitiaaf there was a genuine issue of material fadtprecluded
summary judgment, and the case has been remandteel destrict court for further proceedings. Thiise
individuals are Messrs. Parker, Carlton, Brown ffterand Walker. Defendants and plaintiffs filed tioms for
reconsideration, which the Eleventh Circuit derdadJune 6, 2007.

As previously reported and noted above, one puedartass action has been finally decided. Georged?a
al. v. Brush Engineered Materials Inc., et al., filesl in the U.S. District Court for the Southdbistrict of
Mississippi, case number 1:04CV597, on June 304 200e named plaintiffs were George Paz, BarbaciéahRa, Jo
Lewis, Donald Jones, Ernest Bryan, Gregory Con#iffila Condiff, Odie Ladner, Henry Polk, Roy TootWilliam
Stewart, Margaret Ann Harris, Judith Lemon, Theles@ner and Yolanda Paz. The defendants were Brush
Engineered Materials Inc., Brush Wellman Inc., WBs$ Inc. and the Boeing Company. Plaintiffs souttet
establishment of a medical monitoring trust funéassult of their alleged exposure to productsaiomg
beryllium, attorneys’ fees and expenses, and géaathequitable relief. The plaintiffs purportedstee on behalf of
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a class of present or former Defense Contract Memagt Administration (DCMA) employees who conducted
quality assurance work at Stennis Space Centeth@nBoeing Company at its facility in Canoga P&d4lifornia;
present and former employees of Boeing at Steani$;spouses and children of those individuals. Me&az and
Lewis and Ms. Faciane represented current and foD@MA employees at Stennis. Mr. Jones represeD@slA
employees at Canoga Park. Messrs. Bryan, Condiffnker, Polk, Tootle and Stewart and Ms. Condiffespnted
Boeing employees at Stennis. Ms. Harris, Ms. Lenvis, Ladner and Ms. Paz were family members. Wl fil
Motion to Dismiss on September 28, 2004, which grasited and judgment was entered on January 15; 200
however, the plaintiffs filed an appeal. Brush Eagired Materials Inc. was dismissed for lack ofpeal
jurisdiction on the same date, which plaintiffs diot appeal. On April 7, 2006, the U.S. Court ofp@pls for the
Fifth Circuit, in case number 05-60157, certifiaé guestion regarding whether Mississippi has aicakd
monitoring cause of action to the Mississippi SapeeCourt. In case humber 2006-FC-007712-SCT, thesisippi
Supreme Court issued an opinion that the laws aEldsippi do not allow for a medical monitoring sawf action
without an accompanying physical injury on Janurg007. Plaintiffs filed a motion for rehearinghich was
denied by the Mississippi Supreme Court on Marck0D;7. On March 29, 2007, the Fifth Circuit enteaed filed
its judgment affirming the District Court’s grangimf the Company’s Motion to Dismiss. On April ®®,
plaintiffs filed a Petition for Panel Rehearing,ialhwas denied by the Fifth Circuit on June 18, 2Gihd the case
now closed.

Subsequent Events

From January 1, 2008 to February 15, 2008, there we material developments in any of the casesiévo
cases were filed during the period.

Other Claims

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

In the first action, filed in April 2003 by WAM agest Target in the U.S. District Court, Westerntbt of
New York (caseno. 03-CV-0276A (SR)) (the “NY Action”), WAM has lesd the Court for a judgment declaring
certain Target patents invalid and/or unenforceah awarding 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 customers, Target filed an amended counterckicha
third-party complaint naming certain of WABItustomers and other entities as parties to e aad adding relat
other patents to the NY Action. The action is sthgending resolution of the ownership issue inGAeAction,
discussed more fully below.

In the second litigation, Target in September 2filed in the U.S. District Court, Central Distriof California
(case no. SAC04-10830C (MLGXx)) a separate action for infringement akof the same patents named in the
Action (the “CA Action”), naming as defendants WAdd certain of WAM’s customers who purchase certain
WAM sputtering targets. Target seeks a judgmerittti@patent is valid and infringed by the deferisaa
permanent injunction, damages adequate to compemnaaget for the infringement, treble damages diareeys’
fees and costs. In April 2007, Sony DADC U.S., Ifi8ony”) intervened in the CA Action claiming owiséip of
that patent and others of the patents that Tasgeteking to enforce in the NY Action. Sony’s clagnbased on its
prior employment of the patentee and Target's feandanphire H. Nee, and includes a demand for dasa
against both Target and Nee. WAM on behalf of itagtl its customers has a paid-up license from Smler any
rights that Sony has in those patents. Trial of@#eAction is currently scheduled for August 2008.

On April 17, 2003, the Company filed a complainthe Court of Common Pleas for Ottawa County, Obésg
number 03-CVH-089, seeking a declaration of centigints under insurance policies issued by Lloyids o
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London, certain London Market companies and cedaimestic insurers, and damages and breach ofaocbn®n
August 30, 2006, the court granted Brush’s motmmphrtial summary judgment in its entirety. Theties then
stipulated to the amount of damages and prejudgimearest resulting from those breaches of contract
approximately $7.3 million, subject to reductioraif appellate court modified or amended the grapadial
summary judgment. The defendants’ attempt to appeah interlocutory basis was denied. The pa#igeed
separately to approximately $0.5 million in damaggated to claims not covered by the partial sunymalgment
order. Trial of the bad faith claim had been setfdecember 2007, but was adjourned to January Z0@8damage
award was subsequently increased to $8.8 millice result of the defendants’ stipulating to theraieys’ fees
incurred in pursuing this action. On December 72 the parties reached an agreement to settléi¢fation. The
settlement includes a pre-tax cash payment to tmepany of approximately $17.5 million and provisionthe
London Market Insurers of a new insurance policypdition of the cash proceeds will be used to reirsé other
costs related to past claims, offset certain retdas due from the insurers and pay attorneys’dsesell as taxes.
During the next 15 years, the new insurance pdlitiycover, subject to an annual $1.0 million seléured
retention, reasonable defense and indemnity costsried by the Company in connection with beryllialaims
where the actual or alleged first exposure to fiemloccurred prior to January 1, 2008. The newiiasce policy
will cover beryllium claims for which the Companyepiously did not have insurance.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of securitgérd during the fiscal fourth quarter of 2007.
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PART Il

ltem 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY , RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information and Dividends

(a) The Company’s common shares are listed on #ve Xork Stock Exchange under the symbol “BW”. As of
February 15, 2008 there were approximately 1,4@8ettolders of record. The table below is a sumroatlie rang
of market prices with respect to common sharesndwach quarter of fiscal years 2007 and 2006 ditfenot pay
any dividends in 2007 or 2006. We have no curnetention to declare dividends on our common shiaréfse near
term. Our current policy is to retain all funds aatnings for the use in the operation and exparsiour business.

Stock price range

Fiscal Quarters High Low
2007
First $50.45  $30.5¢
Seconc 61.8:2 39.7(
Third 53.0( 34.1%
Fourth 58.7¢ 33.57
2006
First $21.6¢ $15.81
Seconc 26.9¢ 17.67
Third 28.61 20.21
Fourth 36.8¢ 22.9¢

We did not purchase any of our shares of commarksinother securities during the year ended Deegi8b,
2007.
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Peformance Graph

The following graph sets forth the cumulative shatder return on our common stock as comparedeo th
cumulative total return of the S&P Smablp 600 Index and the Russell 2000 Index. Brushrieeged Materials In
is a component company of the S&P Small-cap 608xXrachd the Russell 2000 Index.
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Brush Engineered Materig $10C $27¢ $33€ $28¢ $614 $67:
S&P Smal-cap 60C $10C $13¢ $17C $18: $211 $21C
Russell 200( $10C $147 $174 $182 $21¢€ $212

The above graph assumes that the value of our constook and each index was $100 on December 32, 200
and that all dividends, if paid, were reinvested.
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Item 6. SELECTED FINANCIAL DATA
Brush Engineered Materials Inc. and Subsidiaries

(Dollars in thousands

except for share and per share dat: 2007 2006 2005 2004 2003
For the year
Net sales $ 95570¢ $ 763,05c $ 541,267 $ 496,27t $ 401,04¢
Cost of sale: 759,03 600,88: 431,02 385,20:. 328,00t
Gross profit 196,67: 162,17: 110,24: 111,07: 73,03¢
Operating profit (loss 84,46" 43,84( 19,50¢ 25,03 (8,949
Interest expens 1,76(C 4,13¢ 6,372 8,37 3,751
Income (loss) from continuing operations before

income taxe: 82,70¢ 39,70¢ 13,13} 16,65’ (12,699
Income taxes (benefi 29,42( (9,899 (4,68¢) 1,141 57€
Net income (loss 53,28t 49,60 17,82¢ 15,51¢ (13,226
Earnings per share of common stc

Basic net income (los! 2.62 2.52 0.9 0.87 (0.80
Diluted net income (los¢ 2.5¢ 2.4 0.9z 0.8t (0.80)

Depreciation and amortizatic 24,29¢ 25,14: 22,79( 23,82¢ 20,73
Capital expenditure 26,42¢ 15,52¢ 13,77¢ 9,09: 6,162
Mine development expenditur 7,121 — — 57 157
Year-end position
Working capital 216,25: 158,06 115,53: 108,79¢ 85,14
Ratio of current assets to current liabilit 29to1 24¢t0: 24¢t0! 20to: 22to!
Property and equipmer

At cost 583,96: 557,86 540,42( 540,93 535,42:

Cost less depreciation and impairm 186,17! 175,92¢ 177,06: 177,61¢ 190,84t
Total asset 550,55 498,60t 402,70: 414,18: 371,61¢
Other lon¢-term liabilities 69,14( 70,73 73,49: 60,527 64,097
Long-term debi 10,00¢ 20,28: 32,91¢ 41,54¢ 85,75¢
Shareholder’ equity 353,71« 291,00( 211,47¢ 208,13t 153,57:

Weighted-average number of shares of stock

outstanding

Basic 20,320,00 19,665,00  19,219,00 17,865,00  16,563,00
Diluted 20,612,00 20,234,00 19,371,00 18,164,00  16,672,00

Minority interest of $45,000 decreased the net fos2003.

In addition to the capital expenditures shown abttve Company purchased $0.4 million of asset9052
$0.9 million of assets in 2004 and $51.8 milliorestets in 2003 that were previously held underatipg leases
and used by the Company.

Changes in deferred tax valuation allowances deecrkancome tax expense by $21.8 million, $8.1 oriliand
$9.3 million in 2006, 2005 and 2004, respectivalyd increased income tax expense by $5.3 millicz0D8.

See Notes to Consolidated Financial Statements.
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Item 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF F INANCIAL CONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

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

Sales and earnings improved once again in 200@s$&1$955.7 million in 2007 established a recagthh
surpassing the previous record of $763.1 millidriast year by 25%. Sales have grown in each ofas$iefive years
and the compound annual growth rate is 21% ovsttitmie period.

The sales growth in 2007 was across all four oftusiness segments. The majority of the growth daome
the data storage market as new technologies irediehe demand for our materials for disk drive magions.
Demand from other markets, including defense, md gas, medical and portions of the telecommurdnatand
computer market, also improved in 2007. Sales fnemv products contributed to the current year sgdesith as dic
higher metal prices.

Operating profit totaled $84.5 million in 2007, iamprovement of $40.7 million, or 93%, over 2006 aladition
to the incremental margin generated by the additieales and other operating factors, profit in20@s
significantly affected by changes in ruthenium esi@and a favorable legal settlement.

Movements in the market price of ruthenium resuiteldoth large gains and charges against margirssidélen
upward movement in the market price of rutheniuta ia 2006 and early 2007 allowed us to generafedbaillion
in additional margin from the sale of low cost int@y purchased in 2006 at higher market pricez0d7. We do
not anticipate having similar margin gains in thtufe due to changes in our pricing policies earl2007.
Reductions in the market price of ruthenium late2@07 required us to record lower of cost or mackarges of
$4.5 million to write down a portion of the invenyo

The settlement of a lawsuit against our formeriesiresulted in a net $8.7 million gain. In additithe
settlement provided enhanced insurance coveragaufdseryllium products related exposures.

Our balance sheet position strengthened during.28Bifle the accounts receivable and inventory bzdan
increased, utilization ratios, measured by the dayss outstanding and inventory turnover, improweg the prior
year. Cash flow from operations of $54.4 millior2i@07 allowed us to reduce debt by $13.5 milliod amd capita
expenditures and mine development costs of $33I®miwhich was the highest level of spending sii®©98. Witt
the lower debt and an increase to shareholderstyeduring 2007, the debt-to-debt-plus-equity ratiproved once
again from 15% in 2006 to 9% in 2007. The cashrizdarew $16.1 million during the year. In the tbuguarter
2007, we negotiated a new revolving credit agreeriet increases our borrowing capacity with lesgrictive
covenants, reduces borrowing costs and improvasding flexibility.

RESULTS OF OPERATIONS

(Millions, except for share data) 2007 2006 2005

Net sales $955.7 $763.1 $541.
Operating profit 84.t 43.¢ 19.5
Income before income tax 82.7 39.7 13.1
Net income 53.Z 49.€ 17.¢
Diluted E.P.S. 2.5¢ 2.4k 0.92

Salesof $955.7 million in 2007 were 25% higher than sa&$763.1 million in 2006 while sales in 2006 wer
41% higher than sales of $541.3 million in 2009eS&ave grown over the comparable quarter in tiog pear for
twenty consecutive quarters.

International sales grew 57% in 2007 over 2006 gftewing 47% in 2006 over 2005. Sales in Asia aoted
for the majority of the growth in international eslin both years. International sales to otheworegiprimarily
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Western Europe, also improved in 2007 and 2006 theerespective prior years. International salesacted for
43% of total sales in 2007. Domestic sales inciieasmore modest 9% in 2007 over 2006 after gro\8Bf in
2006 over 2005.

The majority of the sales growth in 2007 was imemium-based and other products for media appdicatin
the data storage market. Sales to this market@7 2@:re more than double the sales from 2006 velailes in 2006
increased 40% over 2005. Sales to the telecommtiorisseand computer market also grew approximat8%s in
2007 following a 49% growth rate in 2006. Portiafishe improvement in these two markets were dubdo
increasing demand for consumer electronic prodirattyding cell phones, MP3 players and gamingesyst
Changes in technologies, including the drive towagher power, improved functionality and increased
miniaturization in these and other devices, mayltaés the increased demand for our higher perfagmnaterials.

Sales for defense applications improved in the e ¢ralf of 2006 and remained strong throughout 2007
Automotive electronics market sales decreasedtbligh2007 compared to 2006 after growing 37% Q0@ over
2005. Demand from the oil and gas market also ingmton 2007. Sales into various smaller marketduifing
medical, grew in each of the last two years as.well

We acquired three small businesses between thadgegcmrter 2005 and the first quarter 2006. These
operations offer complementary products and seswitat have helped create additional market oppiti¢s for oul
existing materials. The sharing of technology amitregacquired and existing operations has alscehdlp develop
additional applications across the organizatiore @bquired businesses themselves contributed #8i@mof the
sales increase in 2007 over 2006 and $29.5 milidhe sales increase in 2006 over 2005.

The development of new products and applicatiotsseristing and/or emerging markets has also bdeya
part of the sales growth in each of the last twargeA portion of the sales growth in each of oaimbusinesses
was due to new products or applications.

Sales are affected by metal prices as change®aiopis metal and a portion of the changes in batelmrices
primarily copper, are passed on to our customersr@ge metal prices in 2007 and 2006 were higlaar 8verage
prices in the respective prior year. Copper prinegeased significantly in the first half of 2008deon average
remained high through year-end 2007 despite penbdignificant fluctuations. Precious metal pricasd gold and
platinum prices in particular, increased in valu®tghout 2006 and 2007. We estimate that the higle¢al prices
accounted for $36.8 million, or 19% of the $192.i@iam growth in 2007 sales and $72.0 million, &98, of the
$221.8 million growth in 2006 sales.

Gross marginwas $196.7 million, or 21% of sales, in 2007, $268illion, or 21% of sales, in 2006 and
$110.2 million, or 20% of sales, in 2005. The gnossgin improved $34.5 million in 2007 over 200@&€eTincrease
sales volume in 2007 generated an estimated adait®23.7 million in margin; the incremental margarned on
the sales growth was less than the prior year maege as the majority of the sales increase wastirenium
products that had a very high metal content antl ¥dée8 made improvements to the pricing for our ecogpased
alloy products in the fourth quarter of 2006 thidwaed for an increase in the percentage of cojpesed sales
subject to the copper cost pass-through. Howekerfuil year benefit of that improved pricing in®0was more
than offset by an unfavorable change in product mianufacturing inefficiencies and other factoreo€d margin in
2007 was also affected by the following issues @ased with the production and sale of rutheniudpicts:

» The market price of ruthenium escalated in thetfoguarter 2006 and was significantly higher tHaa t
carrying cost of the inventory as of December D& Sales of this existing lower cost inventoryhat
current market prices and other inventory transastincreased total gross margins by $22.9 miitio2007,
the majority of which was generated in the firdf b&the year. During the first quarter 2007, veised our
pricing strategy going forward to allow for changeshe price of ruthenium purchased to be passe o
customers, so this benefit will not repeat in fatperiods

» The market price for ruthenium was volatile in 20fhging from $380 per troy ounce to $870 per troy
ounce. Because of this volatility, we were requit@decord lower of cost or market charges on éqoof
the ruthenium-based inventories and reduced grasgins by $4.5 million in 2007 when the market gric
declined below the carrying cost of the inventt
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« The 2007 gross margin was also adversely affegtedrhanufacturing quality issue in the productién o
ruthenium targets for the data storage marketrésatited in customer returns, additional costsianeintory
losses in the second quarter. The quality issueresadved and while shipments resumed to the a&ffiect
customers in the third quarter, a change in a n@jstomer’s specifications in the fourth quarteuieed us
to complete additional product qualification effoiThis resulted in further delays in the anticipageowth of
ruthenium target sales in the fourth quarter 202 customer returns and related inventory lossethined
to reduce gross margin by $5.7 million in 2007 leding the impact of any lost sales (which canret b
quantified).

The gross margin in 2006 was $51.9 million higlemtin 2005. The increased sales volumes geneaated
estimated $58.2 million of additional margin in B0@ver 2005. The change in product mix was faverabthat
sales of products that generate higher margingeaserd more than sales of lower margin productsgiksmwere
reduced in the first three quarters of 2006 byitlceecased cost of raw materials, primarily coppet aickel, which
could not be passed through to the customer. Ingmn@wnts in our pricing structure helped to mitigaeimpact of
the higher metal costs in the fourth quarter 208&nufacturing yields and performance also improzedarious
facilities. Manufacturing overhead costs increab®@d.0 million in 2006, with the acquisitions acctiog for
$8.5 million of this increase.

Selling, general and administrative expens&G&A) were $110.1 million in 2007 (12% of sales),
$111.0 million in 2006 (15% of sales) and $78.9iomlin 2005 (14% of sales). Expenses declined AZ007 from
2006 after increasing 41% in 2006 over 2005. Thyhstecline in expenses in 2007 resulted primdriyn lower
incentive compensation accruals, retirement platscand corporate administrative expenses offgediinby higher
selling and marketing costs, primarily overseas ifitrease in 2006 over 2005 was due to a highestment in
marketing and sales development programs, incréasedtive compensation and retirement costs,rpact of the
acquisitions and other factors.

International expenses, excluding incentive comaims, increased $2.9 million in 2007 over 2006 and
$2.0 million in 2006 over 2005 due to the expangbour overseas operations and increased salemarictting
support efforts.

Incentive compensation expense declined $2.1 miltic2007 from 2006 after growing $15.5 million2006
over 2005. The changes in the annual expense wesed by the performance of the individual busieesslative
to their plans’ objectives. The higher cost in 208€ulted from the significant improvement in thpemting profit
from that year as well as from the increase inptfiee of our common shares as the payouts und&itemployee
compensation plans are share based. The incre#ése share price was less in 2007 than in 200&tsréfore had
less of an impact on the incentive compensatioRes@.

Stock-based compensation costs associated with spiimns and stock appreciation rights totaled® $6illion
in 2007 and $0.6 million in 2006 and were includéthin SG&A expenses. We adopted Statement No. 123
(Revised 2004), “Share-Based Payments”, which requhat all share-based payments be measured alfsze
and charged to income over the vesting period gfiedanuary 1, 2006. In previous periods, we ltapted the
disclosure only provisions of Statement No. 123 thedefore, there was no comparable recorded egparZ)05.
See Note K to the Consolidated Financial Statemfenteirther information on the share-based comagos plans.
Total stock-based compensation expense, includéngpnance shares (which are part of the incentive
compensation expense totals noted above) andcteststock, was $3.9 million in 2007, $1.7 million2006 and
$0.1 million in 2005.

Expenses for the U.S. defined benefit pension afahcertain other domestic retirement plans werg gillion
lower in 2007 than in 2006 due to changes in pknation assumptions, changes in participant dadeother
factors. In 2006, these expenses were $2.6 mitligher than in 2005. The major causes for the diffee in
expense between years included the plan valuasisunaptions for each year, the actual performantieegblan and
other factors. The 2006 expense was also higharab@5 due to the impact of a remeasurement ade¢fieed
benefit plan in 2005 resulting from a plan amendim€&he majority of these retirement costs were gbdito SG&A
expense, although a portion of the cost was includeost of sales and a much smaller portion seaech and
development expenses.
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Domestic selling and marketing costs also grewdid72and 2006 in order to support the sales growth a
market development efforts. This was offset in pgrsavings from the closure of the New Jerseyisementer late
in 2006. One-time closure costs totaled $1.1 nmillio 2006.

Other corporate administrative expenses declined ®@lion in 2007 from 2006 after increasing $inélion
in 2006 over 2005. Various legal and other adnriaiste costs were lower in 2007 while the increas2006 was
due to higher environmental, health and safety es@®, information technology costs and legal costs.

The three businesses acquired in 2006 and 2005 &d® million to SG&A expense in 2006 compared to
2005. The change in expenses in 2007 versus 2086énwee modest since the operations were ownedsémnéially
all of both years.

Thelitigation settlement gairof $8.7 million resulted from the settlement obavbuit against our former
insurers in the fourth quarter 2007. We origindillgd the lawsuit in order to resolve a dispute rlvew insurance
coverage should be applied to incurred indemnigés and defense costs. The court previously baddsa
summary judgment in our favor in the third qua@66 and awarded us damages of $7.8 million. Tfendants
did not pay the award at that time and, due taitieertainty of the appeal process, we did not cetioe benefits of
that award in our Consolidated Financial Stateméutsier the terms of the settlement, the insurgrseal to pay us
$17.5 million and to provide enhanced insurancescaye. This enhanced insurance includes occurleassd
coverage for years up to the date of the settlenmeeiuding years when we did not have any bergilitelated
product liability insurance. We agreed to dismigstmad faith claim against the insurers, which setseduled to go
to trial in the first quarter 2008, as well as ghimr damage award of $7.8 million.

We applied $1.1 million of the settlement agaimabants recorded on our Consolidated Balance Siseet a
recoverable amounts for previously incurred inddynand defense costs. The remaining $16.4 millias wredited
to income on the Consolidated Statement of Incaveincurred $7.7 million of legal fees pursuing taesuit and
negotiating the settlement agreement in 2007, iigld net pre-tax benefit to income of $8.7 million

One of the insurers paid $6.2 million, which reprged their share of the settlement, directly toattorneys
prior to December 31, 2007 in partial settlementwf fees, reducing our receivable from the insueerd the
payable to our attorneys by the same amount. Trhaireng $11.3 million due to us was recorded ireoth
receivables on the Consolidated Balance Sheet@sa#mber 31, 2007 and was subsequently paidlimftiie first
quarter 2008.

Research and development expenge&D) were $5.0 million in 2007, $4.2 million in 26 and $5.0 million i
2005. R&D expenses were below 1% of sales in ehthiedast three years, although we did increaseR&D
spending rate in 2007. In the fourth quarter 2@06,Specialty Engineered Alloys segment consoldiageR&D
laboratory that was in Cleveland, Ohio into thesérp laboratory in EImore, Ohio in order to impeoefficiencies
and response times. R&D efforts are focused onldpirg new products and applications as well aginaimg
improvements in our existing products.

Other-net expenséor each of the last three years is summarizeterfallowing table:

Income/(Expense)
(Millions) 2007 2006 2005
Foreign exchange gains (loss $0.6) $1.4 $@1.3)
Directors deferred compensatic 0.3y (@13 0.2
Metal consignment fee 20 21 @9
Derivative ineffectivenes 0.1 0.2 0.8
Debt prepayment cos — — (449
Loss on sale of busine 0.3 — —
Other items 2.7 (@49 (1.5
Total $5.9 $3.2 $(7.9

Foreign currency exchange gains and losses resuoithovements in value of the U.S. dollar againstduro,
yen and sterling and the maturity of hedge condtaidte income or expense on the dire’ deferred
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compensation plan is a function of the outstandimayes in the plan and movements in the market pfiour stock
In 2007 and 2006, the share price increased, wharkased our liability to the plan and createdghér expense. |
2005, the share price declined, which reducediability to the plan and generated income. Metaficing fees al
a function of the quantity and market price of jwas metals held on consignment. Derivative ingfieness
represents changes in the fair value of a derigdthancial instrument that does not qualify foe favorable hedge
accounting treatment. The debt prepayment cost @f illion in 2005 included the penalty and writé-of
associated deferred financing costs as a resthegbrepayment of $30.0 million of subordinatedtdelthe fourth
guarter and $18.6 million of term notes in thetfqgarter 2005.

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

Other-net expense also includes bad debt expeasie discounts, gains and losses on the sale af éigsets
and other non-operating items.

Operating profitof $84.5 million was an improvement of $40.7 milj@r 93%, over the operating profit of
$43.8 million generated in 2006. The operatingipinf2007 established a record high. The profitgiraon the sal
of the 2006 ruthenium inventory due to the sudderket price escalation, the lower of cost or madketrges from
the subsequent ruthenium price decline and tlgatitin settlement gain accounted for $27.1 milbéthe profit
improvement in 2007. All other factors combinedriprove operating profit $13.6 million, or 31%, 0\2006.
Operating profit was 9% of sales in 2007, 6% oésah 2006 and 4% of sales in 2005.

Operating profit in 2006 was $24.3 million highkah the $19.5 million of profit earned in 2005. Timproved
profit resulted from the margin earned on the higiades volume and from an improved product mixiced in part
by higher manufacturing overhead and SG&A expenses.

Interest expensevas $1.8 million in 2007, $4.1 million in 2006 a§f.4 million in 2005. The reduced expense
in 2007 was primarily due to lower outstanding debtle the lower expense in 2006 as compared t& 2045
largely due to a lower effective borrowing rateeTigh rate $30.0 million subordinated debt was! jpdi in
December 2005 with a combination of excess castbamdwings under the lower rate revolving crediteement.
The declining interest expense also resulted frmaet amortization of deferred financing costs egedr. The
amortization expense was $0.4 million in 2007, $8@ilion in 2006 and $1.1 million in 2005.

Income before income taxesas $82.7 million, an improvement of $43.0 milliover income before income
taxes of $39.7 million in 2006. Income before in@taxes in 2006 was more than triple the incomerkdhcome
taxes of $13.1 million in 2005.

The income tax expense (benefigr 2007, 2006 and 2005, including the movemenhédeferred tax
valuation allowance, is summarized as follows:

(Millions) 2007 2006 2005
Tax expense prior to valuation allowar $28.f $11¢ $34
Deferred tax valuation allowance (bene 0.6 (21.8 (8.1
Total tax expense (benef $29.4 $ (9.9 $(4.7)

In calculating the tax expense prior to movememthié valuation allowance, the effects of foreigarse
income and percentage depletion were major cadgsbs differences between the effective and stajutates for
all three years. The production deduction and exezgompensation were also major causes for tiierdnce
between the effective and statutory rates in 28@e. Note P to the Consolidated Financial Statenfients
reconciliation of the statutory and effective takes.

The deferred tax valuation allowance was initialigorded in 2002 in accordance with Statement B8, 1
“Accounting for Income Taxes”, which requires a gany to evaluate its deferred tax assets for impetit in the
event of recent operating losses. This evaluationgss is not based upon the specific expiratioa ofsthe
individual deferrals but rather on the company'Bigtto demonstrate that future taxable income wékult in
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utilization of those assets. As a result of a mniie the fourth quarter 2002, we determined thatas more likely
than not that the majority of our deferred tax &ssere impaired and a valuation allowance wasroszb
accordingly.

In subsequent periods, the valuation allowanceeitagr increased to offset the creation of addéiateferred
tax assets or reduced for the use of deferredssets: In 2005, in addition to reducing the vabratllowance by
$2.2 million for the use of net operating losses,also reduced the valuation allowance by $5.9aniks, based
upon the earnings trend at that time, as well aéi®ws projections, we determined that it was mikely than not
that we would utilize this additional portion ofradeferred tax assets in future periods.

In the fourth quarter 2006, as a result of the mepd actual and projected earnings and the actabpeojected
use of deferred tax assets, we determined it was tikely than not that substantially all of thefeleed tax assets
would be utilized and we reversed $21.8 milliorihef valuation allowance back to income. An immateraluation
allowance associated with our U.K. subsidiary watsraversed and remained on the balance sheet.

In 2007, we recorded a $1.1 million benefit of fede=d tax asset associated with certain statedeyforward:
as a reduction to the tax expense. Due to the taiesr of realizing this asset, a valuation alloeamf the same
amount was recorded as well. These items offsehadco net impact on the income tax expense ii@.200

The valuation allowance did not affect any tax pawts or refunds in the three years presented.

Net incomewas $53.3 million, or $2.59 per share diluted, @2, $49.6 million, or $2.45 per share diluted, in
2006 and $17.8 million, or $0.92 per share dilute®005. Net income and earnings per share didyraw
proportionately with income before income taxe2®7 as compared to 2006 due to the favorable savef the
$21.8 million valuation allowance in 2006.

Segment Disclosures

The Company has four reporting segements. WilliAuhganced Materials Inc. (WAM) and its subsidiariee
reported as Advanced Material Technologies andiSssvAlloy Products, including Brush Resources, lisc
reported as Specialty Engineered Alloys. BerylliBmducts is reported as Beryllium and Beryllium Qaosites
while Technical Materials, Inc. (TMI) is reported Bngineered Material Systems.

The All Other column includes our parent compangesses, other corporate charges, the operatinjsresu
BEM Services, Inc., a wholly owned subsidiary thadvides administrative and financial oversightvgass to our
other businesses on a cost-plus basis, and Zdrgdknologies Inc., a wholly owned subsidiary thanofactures
electronic packages and other products. The AleOtiolumn shows a profit of $5.0 million in 2007hgeared to a
loss of $4.8 million in 2006. This improvement whse to the $8.7 million legal settlement gain, $3€0 million
lower expense on the directodgferred compensation plan, improved operatingoperdnce from Zentrix and oth
factors. See Note M to the Consolidated Finandiategnents.

Advanced Material Technologies and Services

(Millions) 2007 2006 2005
Net sales $519.¢ $343.2 $209.t
Operating profit 59.4 30.t 20.£

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 and performancatiogs. Major
markets for these products include data storagdioaleand the wireless, semiconductor, photonictayiutid
sectors of the microelectronics market. An in-hoggimery and metal cleaning operations allow fa teclaim of
precious metals from internally generated or cusiwivscrap. Due to the high cost of precious matadlucts, we
emphasize quality, delivery performance and cust@®evice in order to attract and maintain appiwat. This
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segment has domestic facilities in New York, Caiifa and Wisconsin and international facilitiesAisia and
Europe.

Sales from Advanced Material Technologies and $esvgrew significantly in 2007 and 2006 over the
respective prior years. Sales of $519.9 millio2@®7 were $176.5 million, or 51%, higher than sales
$343.4 million in 2006 while sales in 2006 were 6digher than in 2005.

We adjust our selling prices daily to reflect therent cost of the precious and various non-precioatals
sold. The cost of the metal is generally a passdifin to the customer and we generate a margin fabrication
efforts irrespective of the type or cost of the ahesed in a given application. Therefore, the enst mix of metals
sold will affect sales but not necessarily the nradpllars generated by those sales. Metal pricereased on
average in each of the last two years and the roetdént increased as a percent of sales in batts yes well,
meaning that the underlying volume growth was thas the growth in the dollar value of sales. Thyhér metal
prices accounted for $29.7 million of the salesease in 2007 over 2006 and $44.2 million of tHessicrease in
2006 over 2005.

The majority of the sales growth in 2007 was geteeray sales of ruthenium products for media appbas tc
customers in the data storage market. A largequodf this growth was driven by the market’s coisian to the
perpendicular magnetic recording technology, whailbdbws for a significant increase in the amoundafa that can
be stored on the same sized disk. Our product dpwednt efforts in recent years have allowed usapiuwre a share
of this growing market. However, the aforementiogedlity issue and the change in specificationaetbthe rate
of growth of our sales to this market, particulanyhe second half of 2007.

The sales growth in each of the last two yearsalssdue to higher sales of vapor deposition targsdles of
targets, wire and other products into the wirebess photonic sectors improved in 2007 and 2006 theerespectiv
prior years while demand from other sectors ofrthieroelectronics market softened in 2007. Demandjiant
magnetic resistance film applications remainedngtrduring the last two years as well.

In the first quarter 2006, we acquired CERAC, ipooated, a manufacturer of physical vapor depasitio
materials that serves a variety of industries. Bliguisition followed two smaller ones in 2005the second quart
2005, we acquired OMC Scientific Limited (OMC), whiprovides physical vapor deposition material wieg and
reconditioning services to customers in Européhénfourth quarter 2005, we acquired Thin Film Treadbgy, Inc.
(TFT), which manufactures precision optical coatirntpin film circuits and coatings and other pragu@hese
acquisitions serve to expand our capabilities aftifarther breadth to the existing product offesinBrior to the
acquisitions, we had a supplier or customer rafatigp with each of these businesses. The thredradduusinesses
accounted for approximately 22 percentage poingsdvanced Material Technologies and Services’ sgitesith in
2006 and 5 percentage points of the 2007 salestigrow

A portion of the sales growth for this segmentaste of the last two years is due to new producelb@ment
and geographic expansion of the business. The ¢témdips from the three acquisitions are being usewnjunctior
with the existing technologies and market develapnséaff to develop new applications in a varietynarkets. We
opened a new facility in the Czech Republic in 26%t provides shield kit cleaning and target bogdiervices. W
also are in the process of constructing a newifadéil China that initially will produce specialigorganic materials
and will offer an additional marketing base to aegirour offices in Singapore, Taiwan and Korea.

Gross margins generated by Advanced Material Tdofies and Services totaled $100.7 million (19% of
sales) in 2007, $65.8 million (19% of sales) in@@nhd $41.6 million (20% of sales) in 2005. Thehleigmetal
prices and content in sales without a commensfiatethrough to margins has the effect of lowerthg margin as
a percent of sales in both 2007 and 2006.

Gross margin grew $34.9 million in 2007 over 200Be previously discussed $22.9 million benefit frifra
sale of the low cost ruthenium inventory at higimarket prices, the $4.5 million lower of cost orrket charges ar
the $5.7 million quality charge flowed through tv@ss margin of the Advanced Material Technologied Service
segment. The remaining $22.2 million improvemerthim gross margin in 2007 over 2006 was primarilg tb the
benefits of the higher sales volumes patrtially etffsy a $2.9 million increase in manufacturing dead. The
change in product mix effect was slightly favorahtewell.
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The higher sales volumes generated approximatdy3$8illion in additional margins in 2006 over 200hile
the change in product mix had an immaterial impacthe segmerg’gross margin in 2006. Manufacturing overt
costs increased $6.4 million in 2006 mainly assalteof the acquisitions.

SG&A, R&D and other-net expenses from Advanced Maltd echnologies and Services were $41.3 million i
2007, $35.3 million in 2006 and $21.2 million in0& Expenses were 8% of sales in 2007, 10% of sa@R06 ant
10% of sales in 2005. Expenses incurred at the 8esvand Buffalo, New York facilities increaseceimch of the
last two years in order to support the growth i ltlusiness and to further develop new applicatiosmarkets.
International expenses increased $1.7 million id726ver 2006 as a result of increased activityiaratder to
support the growth in sales overseas, includingthation of new overseas operations. Incentivepeasrsation
expense was $0.8 million higher in 2007 than 2086 %i.8 million higher in 2006 than 2005 due toghewth in
profitability relative to the incentive plan targeMetal financing fees were unchanged in 2007aspared to 2006
after growing $0.7 million in 2006 over 2005 dueatoombination of higher metal prices and an irsgdaguantity
of metal on hand. The incremental expense incuyettie three acquisitions totaled $4.9 million 608 as
compared to 2005, while the amortization expensgmapily on intangible assets from these acquisiovas
$0.1 million higher in 2007 than 2006 and $0.8 imillhigher in 2006 than 2005. Domestic administetosts also
increased in 2007 and 2006 over the respective peiar in order to support the larger organization.

Operating profit from Advanced Material Technolagand Services improved $28.9 million, growing from
$30.5 million in 2006 to $59.4 million in 2007. Theerating profit in 2006 was an improvement of $1illion
over the operating profit of $20.4 million in 20@Bperating profit was 11% of sales in 2007, 9%00&and 10% i
2005.

Specialty Engineered Alloy

(Millions) 2007 2006 2005
Net sales $290.C $275.€ $213.¢
Operating profit (loss 7.€ 7.6 (5.9

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 alloys pdeva combination of high conductivity, high reliétly and
formability for use as connectors, contacts, sveit;hielays and shielding. Major markets for stripdpicts include
telecommunications and computer, automotive elaittsp appliance and medical;

Bulk productsare copper and nickel-based alloys manufacturgdbte, rod, bar, tube and other customized
forms that, depending upon the application, mayigesuperior strength, corrosion or wear resigattermal
conductivity or lubricity. While the majority of tikuproducts contain beryllium, a growing portiontaflk products
sales is from non-beryllium-containing alloys agsult of product diversification efforts. Appligans for bulk
products include plastic mold tooling, bearingsshings, welding rods, oil and gas drilling compaseand
telecommunications housing equipment; and,

Beryllium hydroxidas produced by Brush Resources Inc., a wholly owsdsbidiary, at its milling operations
in Utah from its bertrandite mine and purchasedlt@e. The hydroxide is used primarily as a rawemal input
for strip and bulk products as well as by the Bami and Beryllium Composites segment. Externag¢ saif
hydroxide from the Utah operations were less tH4noB Specialty Engineered Alloystal sales in each of the th
most recent years.

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

Sales from Specialty Engineered Alloys were $290ildon in 2007, which was $14.4 million, or 5% egter
than sales of $275.6 million in 2006. Sales in 26@8e 29% higher than sales of $213.8 million i020Sales of
bulk products increased in 2007 while strip prodiades declined. In 2006, sales of both strip ariil products
were higher than in 2005. The change in total vesishipped between years was less than the growtids value
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due to the impact of the higher metal prices aedptss-through effect on sales in both 2007 an@ a8@ompared
to the respective prior year.

Strip product shipment volumes declined 11% in 28f&r growing 6% in 2006. Shipments of both thghler
beryllium-containing and lower beryllium-containisgip products were down in 2007. Demand from the
telecommunications and computer market for thesdymts, including hand set applications, softeme20i07.
Demand from the automotive market was relativedy. fShipments of the higher beryllium-containinigpys had
grown in 2006 over 2005 while shipments of the Ioteryllium-containing alloys declined. Volumesthin
diameter rod and wire products increased in eatheofast two years.

Bulk product shipment volumes grew 3% in 2007 @06 and 16% in 2006 over 2005. Demand from the
aerospace market continued to be strong in 20@¥ giftwing significantly in 2006. Sales of bulk guzts into this
market in 2007 were approximately twice the sadesgllin 2005. Sales into the industrial componemasket also
increased in each of the last two years. The highergy prices have helped spur demand for ourystedrom the
oil and gas sector of this market while the corgthdevelopment of applications utilizing non-beawyti-containing
alloys in the heavy equipment sector have conteithtd the growth as well. The plastic tooling secfahe
industrial components market remained weak in 2007.

Sales of new products contributed to the growtSpecialty Engineered Alloy sales, including proguor
undersea telecommunications and homeland security.

Specialty Engineered Alloys generated a gross marig$58.2 million in 2007 compared to $65.9 mitlim
2006. The gross margin in 2006 was an increas@2B3million over the gross margin of $43.1 milliwn2005.
Gross margin was 20% of sales in 2007, 24% of $al2606 and 20% of sales in 2005.

The reduced gross margin in 2007 was caused pwitiathe lower sales volumes as a large portiothefsale:
increase was due to the pass-through of higherl ipetas that did not generate any additional nrarlgi addition,
production volumes were lower than the sales voluageinventory levels were reduced in 2007, whahdn
adverse effect on cost of sales.

The cost of raw materials used by Specialty Engeatdlloys increased significantly in 2007 and 2006e
average price of copper in 2007 was approximateiyet the price in 2005, while nickel prices in 208&re more
than double the prices from two years ago. In #wsd half of 2006, we increased the proportiosatés subject to
a metal price pass-through and the improved prib&pged to offset these higher costs. Howeverfuhgear
margin benefit of the improved pricing in 2007 wasre than offset by yield and performance and other
manufacturing issues, primarily at the Elmore fagcilan unfavorable change in product mix and ofaetors.

The higher sales volume in 2006 generated an esith$18.2 million of margin over 2005 while the nba in
product mix also improved margins in 2006, primadue to the growth in higher berylliunentaining strip and th
diameter rod and wire sales. An improvement in nfegturing yields also contributed to the marginvgifoin 2006.
The higher copper cost that could not be passedigiwrto customers reduced margins by an estimdt&dnillion
in 2006 as compared to 2005.

Total SG&A, R&D and net-other expenses were $50llfam in 2007, a decline of $7.2 million from the
$57.9 million expense in 2006. Expenses in 2006w&r5 million higher than in 2005. Incentive comgegion
expenses were $3.7 million lower in 2007 than 28@ér increasing $5.5 million in 2006 over 2005.eAime costs
associated with the closure of the New Jersey aecénter added $1.1 million to SG&A expenses 620
Corporate charges were also lower in 2007 than 20@6 increasing in 2006 over 2005.

Operating profit from Specialty Engineered Alloyasx$7.6 million in 2007, a decline of $0.3 millisom the
profit of $7.9 million in 2006. In 2005, SpeciaBngineered Alloys recorded an operating loss of $aillion.

Beryllium and Beryllium Composites

(Millions) 2007 2006 2005
Net sales $60.t  $57.€  $53.1
Operating profit 7.8 7.4 9.8
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Beryllium and Beryllium Compositemanufactures berylliunbased 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 stifénasd/or low density and they tend to be premiuicedrdue to their
unique combination of properties. This segment alaoufactures beryllia ceramics through our whoilned
subsidiary Brush Ceramic Products in Tucson, Arizdbefense and government-related applicationfdirgy
aerospace, is the largest market for Beryllium Bagyllium Composites, while other markets servezlde
medical, telecommunications and computer, eleatsfincluding acoustics), optical scanning and suative
electronics.

Sales from Beryllium and Beryllium Composites dgrthe 2005 to 2007 timeframe included shipment®und
two distinct, non-repeating programsthe James Webb Space Telescope (JWST) for NASAhendoint Europes
Torus (JET), a nuclear fusion reactor. A summarthefsegment sales for these two projects andhadr @ustomers
is as follows:

(Millions) 2007 2006 2005
JWST $08 $28 %121
JET 2.3 5.¢ —
All other 57.4 48.¢ 41.C
Total net sale $60.5  $57.¢ $53.1

Both the JWST and JET projects were substantialiypiete as of December 31, 2007 and we do notipaté
significant sales for either project in 2008.

While total Beryllium and Beryllium Composites salgrew 5% in 2007 and 9% in 2006 over the respectiv
prior year, sales to all customers excluding th&sJveind JET grew 17% in 2007 and 19% in 2006. Tiog/th was
primarily due to increased demand from the defenaeket. Sales for defense platforms, mainly aemespad
missile systems, improved in the second half of628d remained strong throughout 2007 after slowimgn in
2005 and early 2006 due to government budget anssihat had diverted funds away from these types o
applications. Sales for medical and industrial x-applications from the Fremont facility increasath of the last
two years. Sales of new products, including appboa using near net shape technologies also tomdd to the
sales growth in 2007. Sales of ceramics decliné@dDdv compared to 2006 and were approximately equake
sales in 2005.

The gross margin on sales of Beryllium and BerglliGomposites was $20.1 million (33% of sales) i6720
$18.7 million (32% of sales) in 2006 and $19.0 imill(36% of sales) in 2005. The margin growth i02Wvas due
to the incremental margin generated by the highlessvolumes partially offset by an unfavorablengin the
product mix. This mix shift was a combination oé ttheclining volumes of the JET and JWST progranasthe
increased sales for the new applications that temarry lower margins. An unfavorable product rsinft in 2006
more than offset the margin benefit from the insezhsales in that year compared to 2005.

SG&A, R&D and other net expenses were $12.2 mililo8007 (20% of sales) in 2007, $11.3 million (20%6
sales) in 2006 and $9.1 million (17% of sales)30%2 The growth in SG&A expenses in 2007 was prtilue to
additional costs to support the sales growth. Egeemlso increased in 2007 and 2006 due to impkimges
program to invest in people and processes thasgyded to improve the timing, coordination andcedficy of the
entire order fulfilment process, from applicatidesign to order placement to shipment and billingentive
compensation costs were unchanged between 200Z0&@dbut were higher in 2006 than 2005. Legal coste
also higher in 2006 than 2005.

Operating profit from Beryllium and Beryllium Comsites was $7.8 million in 2007, an improvement of
$0.4 million over profit of $7.4 million in 2006012005, this segment earned a profit of $9.8 mmillibhe growth in
profitability in 2007 was generated by the highergin earned on the increased sales offset inbyanigher
expenses. The decline in profitability in 2006 fr@@05 was primarily due to the margin impact causethe mix
shift, mainly the lower JWST sales. Profit as acpat of sales was 13% in both 2007 and 2006 andithZa05.
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Engineered Material Systen

(Millions) 2007 2006 2005
Net sales $70.¢  $68.7  $50.C
Operating profit 4.7 2.7 0.7

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

Engineered Material Systems’ sales of $70.9 millmmproved $2.2 million, or 3%, over sales of $6&iflion
in 2006, while sales in 2006 improved $18.7 million 38%, over sales of $50.0 million in 2005.

The sales growth in each of the last two yearslam@ely due to new products. Sales of materialslfsk drive
arm applications in computer equipment, in paréicuhave been a significant contributor to thesglewth. Sales
of these and other new products, including fusesssavitches, and sales for new applications in tiexgy and
medical markets helped to offset softness in postiof Engineered Material Systems’ traditional neéskand
applications.

The domestic automotive electronics market demanhéth had improved in 2006 over 2005, began to waak
in the fourth quarter 2006 and remained weak lat# in the third quarter 2007 when the order erdtg began to
strengthen. We also continued our efforts to dgvplmgrams and implement marketing strategies easrs order
to capture transplant automotive business anddurtbvelop other applications in the Asian market.

Gross margin on Engineered Material Systems’ $al2807 was $13.0 million, a 14% improvement over t
gross margin of $11.3 million in 2006, while thedBOgross margin was an improvement of $4.7 mil{iem71%)
over 2005. As a percent of sales, gross marginawgat in each of the last two years, growing frorflid 2005 to
17% in 2006 and 18% in 2007.

The major cause for the improvement in gross margboth years was the increase in sales. Yieldsosimer
manufacturing efficiencies improved in 2007, parttéely in the fourth quarter. A portion of this imgvement was
due to recent capital investments. Improved yielushe manufacturing of disk drive arms beginniagyein 2006
contributed to the margin gains in 2006 over 200% change in product mix effect was favorabledthlyears as
well. Manufacturing overhead costs were relativelghanged in 2007 compared to 2006 after increasing
$1.9 million in 2006 due to higher manpower anditytcosts.

SG&A, R&D and other-ne¢xpenses from Engineered Material Systems werer$illidn lower in 2007 than i
2006 while these expenses were $2.6 million high@006 than in 2005. Legal and administrative €@gtre lower
in 2007 than in 2006. In 2006, these costs werkdrigue to efforts to develop a joint venture inMahwe decided
not to pursue this effort any further early in fhist quarter 2007. Incentive compensation costevgher in 2007
than 2006 but this increase was largely offsetolelr corporate charges. Incentive compensationuaxted for
approximately $1.0 million of the increased expens2006 while cost allocations from the corporatiice were
$0.5 million higher. The balance of the higher engeein 2006 was due to increased costs to sugppHigher level
of sales, additional marketing costs and the afergioned legal and administrative costs for then@lint venture

Operating profit generated by Engineered Matenat&@nms was $4.7 million (7% of sales) in 2007, $8ilfion
(4% of sales) in 2006 and $0.7 million (1% of spias2005.
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International Sales and Operations

We operate in worldwide markets and our internai@ustomer base continues to expand due to the
development of various foreign nations’ economiag the relocation of U.S. businesses overseasinfarnational
operations are designed to provide a cost-effectigthod of capturing the growing overseas demanduo
products.

Advanced Material Technologies and Services hasatipas in Singapore, Taiwan, the Philippines aethhd.
In 2007, Advanced Material Technologies and Ses/amnstructed new facilities in China and the CZgepublic.

Brush International has service centers in Germingland, Japan and Singapore that primarily facuthe
distribution of Specialty Engineered Alloys whills@ providing additional local support to portiosfsour other
businesses.

We also have branch sales offices and other opegain various countries, including China, Japaorgd and
Taiwan, and we utilize an established network dépendent distributors and agents throughout thiédwo

Total international sales, including sales froneinational operations as well as direct exportftoe U.S.,
were as follows:

(Millions) 2007 2006 2005

From international operatiol $241.¢  $178.F $132.¢
Exports from U.S. operatiot 171.€ 85.1 46.3
Total international sale $413.C $263.2 $179.1
Percent of total net sal 43% 35% 33%

The international sales presented in the above &gl included in individual segment sales figymreviously
discussed. The majority of international salestarthe Pacific Rim, Europe and Canada.

The increase in international sales in both 20QV 2006 was primarily in Asia, although sales todper grew
both years as well. Asian sales grew 73% in 20@f 8006 and 51% in 2006 over 2005. A large portibthe
Asian sales growth was due to increased saletddta storage market. It also resulted from aatditipenetration
of other markets and the relocation of U.S. proiducto overseas locations.

Data storage, telecommunications and computer atuarebtive electronics are the largest internationatkets
for our products. The appliance market for Spegighgineered Alloys is a more significant marketyarily in
Europe, than it is domestically while governmerd defense applications are not as prevalent oveeethey are
the U.S. Our market share is smaller in the oversgarkets than it is domestically and, given thenmaconomic
growth potential for the international economiegluding the continued transfer of U.S. businessvierseas
locations, the international markets may presesdigr long-term growth opportunities. We beliewat thlarge
portion of the long-term international growth witbme from Asia and we continue to expand our marget
presence, distributor arrangements and custonsiaeships there.

Sales from the European and certain Asian operatos denominated in the local currency. Expodfthe
U.S. and the balance of the sales from the Asi@natipns are denominated in U.S. dollars. In 268 dollar
weakened on average against the currencies in whackell and the currency effect on the translatibforeign
currency sales was a favorable $4.1 million as @regbto 2006. In 2006, the dollar strengthenedvenage and th
currency translation effect on sales was an unter$1.3 million as compared to 2005. Local cortipetlimits
our ability to adjust selling prices upwards to gansate for short-term unfavorable exchange rateements. We
have a hedge program with the objective of miningzihe impact of fluctuating currency values on i@orted
results.

Legal Proceedings

One of our subsidiaries, Brush Wellman Inc., iefeddant in proceedings in various state and féderats
brought by plaintiffs alleging that they have caicted chronic beryllium disease or other lung cmié as a result
of exposure to beryllium. Plaintiffs in berylliunagses seek recovery under negligence and varioas letial
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theories and seek compensatory and punitive damiagemny cases of an unspecified sum. Spousasyifclaim
loss of consortium.

The following table summarizes the associated #gtivith beryllium cases.

December 31

2007 2006 2005
Total cases pending 9 13 13
Total plaintiffs (including spouse 31 54 54
Number of claims (plaintiffs) filed during periodi@ed 0(0) 2(3) 5(7)
Number of claims (plaintiffs) settled during perieddec 1(1) 1(2) 1(1)
Aggregate cost of settlements during period endetlafs in thousand:s $ 10C $ 20 $ 2
Number of claims (plaintiffs) otherwise dismiss 3(22) 1(1) 3(8)

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

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

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

Based upon currently known facts and assuming caiéity of insurance, we do not believe that resion of
the current beryllium proceedings will have a miateadverse effect on our financial condition osltdlow.
However, our results of operations could be matgradfected by unfavorable results in one or mof¢hese cases.
As of December 31, 2007, two purported class astwere pending.

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

December 31,

(Millions) 2007 2006
Asset (liability)

Reserve for litigatior $(1.3) $(2.2)
Insurance recoverab 1.C 2.0

Both the reserve and the recoverable declined @7 28 a result of changes in outstanding cases. The
recoverable account, which represents amounts mleeitstanding as well as previously paid claimsg aeclined ¢
a result of the legal settlement with our insurarthe fourth quarter 2007.

Regulatory Matters. Standards for exposure to beryllium are undeiereby the United States Occupational
Safety and Health Administration and by other gawegntal and private standard-setting organizatiome result
of these reviews will likely be more stringent werlsafety standards. The development, proposalapt®n of
more stringent standards may affect buying decssignthe users of beryllium-containing productsh# standards
are made more stringent and/or our customers er ditwnstream users decide to reduce their usergfiiom-
containing products, our operating results, ligyidind capital resources could be materially adrgraffected. The
impact of this potential adverse effect would depen the nature and extent of the changes to #mglatds, the co
and ability to meet the new standards, the exteahy reduction in customer use and other facfine. magnitude
of this potential adverse effect cannot be estithate
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FINANCIAL POSITION
Working Capital

Cash flow from operationsotaled $54.4 million in 2007 compared to $38.8lioml in 2006. Cash flow from
operations strengthened in the second half of 2@8aling $42.9 million for the six month periodhd cash balance
was $31.7 million at December 31, 2007, an incred$d6.1 million from the balance of $15.6 milliah
December 31, 2006 as the cash flow from operatongled with the proceeds from the exercise ofkstgtions
were more than enough to fund capital expenditanesreduce debt.

Accounts receivabléotaled $97.4 million at year-end 2007 and was $idllion, or 13% higher than the
receivable balance of $86.5 million at year-end&0he growth in receivables was due to the higars volumes
in the fourth quarter 2007 as compared to the foguarter 2006. Receivables grew at a slightly siopace than
sales due to an improvement in the average callegteriod. The year-end days sales outstanding JP&SMeasure
of how quickly receivables are collected, afteruating for the unearned revenue effect, improvedgproximately
one day from year-end 2006. Accounts receivables @E6.6 million in 2006 over the prior year-endaa®sult of
higher sales volumes net of an improved DSO inplesibd. Accounts written off to bad debt experesaained
relatively minor in 2007 and 2006.

Inventoriesof $165.2 million at December 31, 2007 were $13ililan, or 9% higher than inventories of
$152.0 million at December 31, 2006. Despite thewin in the inventory balance, inventory turns, @asure of
how efficiently inventory is utilized, improved R007. The majority of the growth in inventories vilmg\dvanced
Material Technologies and Services. This segmeirttaias the majority of its precious metals on loéftance sheet
arrangements. However, a significant portion oséikes growth in both 2007 and 2006 was in prodiretisuse otht
metals that are owned and not held on consignriveriiding ruthenium. Inventories of these materiatseased in
both 2007 and 2006 in order to support the growtthdse sales.

Inventories grew $47.9 million (or 46%) in 2006 anchs declined slightly. In addition to the incsean
Advanced Material Technologies and Services’ inggntSpecialty Engineered Alloys’ inventory levatieased as
of December 31, 2006 in part to support the higimticipated sales volume in the first quarter 2007.

The higher cost of certain metals, including coppérkel, gold and other precious metals, incredsed/alue
of the inventory on a first-in, first-out (FIFO) $ia in each of the last two years; however, thigaot was partially
offset by the use of the last-in, firstit (LIFO) valuation method for these metals, lingtthe impact on the increa
in inventory value on the balance sheet. The Fin@ntory value, LIFO reserve and LIFO inventoryueabf
inventory as of year-end 2007, 2006 and 2005 am@timual change in those balances were as follows:

December 31 Annual Change
(Millions) 2007 2006 2005 2007 2006
FIFO Inventory $241.7 $217.6 $143.1 $23.¢ $74.7
LIFO Reserve 76.5 65.¢ 39.C 10.7 26.€
LIFO Inventory $165.2 $152.C $104.1 $13.z $47.C

In 2007, approximately $8.2 million of the $23.9lrmn increase in the FIFO value was due to highetal
prices that, in turn, was offset by an increasth@LIFO reserve. In 2006, approximately $24.0iorillof the
increase in the FIFO value was due to higher npeteés that were offset by the LIFO reserve inceeas

Prepaid expensesincluding insurance, property taxes, rent an@oitems, totaled $17.7 million as of
December 31, 2007 and were $3.7 million higher thar14.0 million balance as of December 31, 200@.
prepaid expense balance declined $0.4 million P620om the year-end 2005 balance. Prepaid expeatises
include the short-term fair value of derivativetmsnents that are in a gain position. Fair valuesevivatives
included in prepaid expenses were $0.1 milliondA72 $0.6 million in 2006 and $3.4 million in 2005.
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Other assettotaled $11.8 million at year-end 2007 compareili8.6 million at year-end 2006. This decline
was primarily due to the amortization of intangibisets totaling $1.6 million. The insurance recalie account
was also reduced as a result of the legal settlein¢he fourth quarter and other changes to tbevidual
outstanding cases during the year. Other assetsised $5.3 million during 2006 primarily due te tiet change in
the value of intangible assets. During 2006, weuaed $6.8 million of intangible assets, the majoadf which were
part of the purchase of CERAC, while the amort@abtf intangible assets totaled $1.5 million.

Accounts payablef $27.1 million as of December 31, 2007 was a $3ilBon decrease over the prior yesme
balance of $30.7 million while the 2006 balance %89 million higher than 2005 year-end. The chandelances
between years was primarily due to the timing gofrpants.

Accrued salaries and wagegew $2.1 million in 2007 over 2006 after growintP$7 million in 2006 over
yearend 2005. The changes in the accrued salariesagds balance in both years were due to changdhs in
incentive compensation accruals, manpower levelsostmer related factors.

Unearned revenue which is a liability representing billings to ¢amers in advance of the shipment of
product, was $2.6 million as of year-end 2007 ab@ $nillion as of year-end 2006.

Other long-term liabilitieswere $11.6 million at year-end 2007, unchanged filoenprior year-end. Long-term
unearned income increased $3.5 million in 200 téanbursements under a government funded capipedrediture
program. See Critical Accounting Policies. Thisrgase was offset by reductions in the long-termagament
incentive plan accrual, due to a portion of theraatbecoming a current liability, and the legaewre. The legal
reserve declined in 2007 as a result of cases lksmgssed and the payment of $0.1 million forleetents. Other
long-term liabilities grew $3.4 million during 200&rgely due to higher accruals under long-term agament
incentive plans offset in part by a decrease irfditevalue of the outstanding interest rate swapvative. Legal
settlements paid in 2006 were less than $0.1 millio

Depreciation and Amortization

Depreciation, amortization and depletion was $23ilon in 2007, $24.6 million in 2006 and $21.7Iloin in
2005. The $2.9 million increase in expense in 2086 due in part to the impact of the three acqarst

Capital Expenditures

Capital expenditures for property, plant and eq@ptand mine development totaled $33.6 million(02,
$15.5 million in 2006 and $13.8 million in 2005.fal spending exceeded the level of depreciatio2007 for the
first time since 2001 as we increased the levehpital investment in order to meet our customgrsiving demant
expand our operations, improve efficiencies andagg older equipment.

Spending within Advanced Material Technologies Sedvices totaled $10.3 million in 2007 and includtes
expansion of the Brewster, New York facility to asumodate the growth in the production of targetaiedia
applications and the expansion of the WheatfielelwN ork facility. We also constructed a small fagiin the
Czech Republic while another facility was partialympleted in China. Capital spending within thegment totale
$6.3 million in 20086.

Capital spending by Specialty Engineered Alloys %&2.5 million in 2007 and $4.5 million in 2006.&h
spending in 2007 included mine development cos®/df million; we anticipate that we will begin pliecing ore
from the new pit in 2008. The balance of the speadh 2007 and the majority of the spending in 2@@6 on sma
infrastructure projects, equipment upgrades anctels pieces of equipment. The 2006 spending iedymlirchases
of mining equipment in Utah in anticipation of irased mining activity in 2007.

Engineered Material Systems’ capital spending ¢dt&3.0 million in 2007 and $1.8 million in 2006.2007,
we began installing new equipment and rearrandiegkisting equipment in order to create a neveiefii high
technology work center at the Lincoln, Rhode Isléaxdlity.

Included in the capital expenditure total for 208%3.5 million that was part of a $9.0 million adaeceived
under the U.S. Department of Defense’s (DOD) Deddhroduction Act, Title Il program for the desigha new
facility for the production of primary berylliumhé feedstock material used to manufacture berylhuetal
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products. Reimbursements from the DOD for thesé@alagxpenditures are recorded as unearned incoihe a
included in other long-term liabilities on the Colidated Balance Sheet. It is anticipated thadixsign phase of
this project will be completed in 2008. The despfrase will determine the total cost of the facjlishich we
currently estimate will be between $70.0 and $90il0on. A portion of the total cost of the facifitwhich we will
own, will be borne by us. We anticipate that candion will begin in 2008 and will take two to tlrgears to
complete. Additional Title 11l approval is still geired. Since 2000, all of our metallic berylliuegquirements have
been supplied from materials purchased from théoNak Defense Stockpile and international vendstgcessful
completion of this project will allow for the créat of the only domestic facility capable of prothgprimary
beryllium.

In addition to the above capital expenditure totad,acquired the stock of CERAC in the first qua@06 for
$25.7 million, net of cash received.

While certain pieces of equipment may have beeaafpconstrained or operated near their capaitity,
general, we had sufficient production capacity &etrthe level of demand throughout 2007.

Retirement and Post-employment Benefits

The liability for the domestic defined benefit pemsplan is included in retirement and post-emplenin
obligations on the Consolidated Balance Sheet sgdlculated in accordance with Statement No. I5@ployers’
Accounting for Defined Benefit Pension and OthestRaiirement Plans, an Amendment of FASB Staten®@nht88
106 and 132(R)” which we adopted in the fourth tpra2006.

The projected benefit obligation for this plan v#24.2 million at year-end 2007, an increase of $llion
from year-end 2006. The market value of the plaets however, increased $4.6 million in 2007, from
$102.6 million in 2006 to $107.2 million in 2007 asesult of investment returns and a plan contivbunet of
benefits and expenses paid. The plan was 86% fuaslefl December 31, 2007.

The domestic pension liability on the ConsolidaBadance Sheets totaled $17.0 million as of Decerher
2007 and $21.0 million as of December 31, 200&hénfourth quarter 2007, we reduced the minimunsjzen
liability and recorded a pre-tax benefit to othemprehensive income (OCI), a component of sharensl@quity,
of $4.0 million as a result of the plan performaaoé changes in plan assumptions. In the fourthteuaf 2006, wi
recorded a pre-tax benefit to OCI of $9.3 millicnaaresult of those factors in that year plus thyeeict of adopting
Statement No. 158.

Brush International’s subsidiary in Germany hasiafunded retirement plan for its employees whie it
subsidiary in England has a funded retirement e Note | to the Consolidated Financial Statesent
additional details.

A portion of our retirees and current employeesediggble to participate in a retiree medical bénglan. The
liability for this plan, which is unfunded, was $34million at December 31, 2007 and $31.4 milliotbacember 3:
2006. The plan expense was $2.2 million in 2007 20G56. In the fourth quarter 2007, the liabilitysniacreased ai
a pre-tax charge of $3.1 million was recorded agfa@Cl. In 2006, the liability was reduced and e-fax benefit of
$2.2 million was recorded against OCI as a reduth® adoption of Statement No. 158 and other facto

Shareholders’ Equity

Shareholders’ equity totaled $353.7 million at Dmber 31, 2007, an increase of $62.7 million overitgcpf
$291.0 million at December 31, 2006. Equity incezh$79.6 million in 2006. The main cause for theéase in
both years was comprehensive income, which to#2d0 million in 2007 and $58.7 million in 2006.eSdote L tc
the Consolidated Financial Statements. We receb®e@ million for the exercise of approximately 2380 stock
options in 2007 compared to $13.6 million for tixereise of approximately 841,000 stock optionsG0& Equity
was also affected by the tax benefits on the egerf options and other factors in both years.

We adopted FASB Interpretation No. 48, “AccountiongUncertainties in Income Taxes, an interpretatd
FASB Statement No. 109” (FIN 48) as of JanuarydD)72 FIN 48 provides guidance on the financialestant
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recognition, measurement, treatment and disclasfuagtax position taken or expected to be takea tax return as
well as the associated interest and penalties. r&sudt of adopting FIN 48, we increased our aatineome tax
payable by $1.4 million with the offset recordedaasharge against retained earnings as of Janu280Z. Prior
year results were not restated for the adoptidAllf48. Charges to the income statement in 200¥ rasult of

FIN 48 were immaterial.

Debt and Off-balance Sheet Obligations

In the fourth quarter 2007, we negotiated a newd¥2#illion revolving credit agreement replacing rior
$125.0 million revolving credit agreement. The resgveement matures in the fourth quarter 2012 andnsprised
of sub-facilities for revolving loans, swing linedns, letters of credit and foreign currency deman@d borrowings.
The agreement also provides for an uncommittecemental facility whereby, under certain circumstmave may
be able to borrow an additional $50.0 million. Tdowenants and other terms in the new agreemetesse
restrictive than the prior agreement and the bamgwosts are lower.

Outstanding debt totaled $35.5 million as of Decengi, 2007, a decrease of $13.5 million from the
$49.0 million balance at the prior year-end. Stenta debt of $24.9 million declined $3.2 millionrthg 2007 and
included $19.8 million of gold-denominated debt &3dl million of foreign currency denominated débsigned as
hedges against assets similarly denominated. Tlledggmominated loan’s value increased due to thkdriprice of
gold at year-end 2007. Long-term debt stood atérOllion as of year-end 2007 with $0.6 million s&fied as
currently payable. Long-term debt declined $10.Bioni during 2007 as a result of the pay down afrbavings
under the revolving credit agreement and the gfépf the $0.8 million Utah variable rate promisgmote. We wer
in compliance with our debt covenants as of Decer8he2007.

Total debt declined $8.2 million in 2006, despiterbwing $26.2 million to purchase CERAC in Janu20¥6.
Short-term debt totaled $28.1 million as of Decengife 2006 and included $15.0 million of gold-deriaated debt
and $5.2 million of foreign currency denominatethtd&hort-term borrowings under the revolving credjreement
totaled $7.9 million. Total short-term debt incred$4.4 million during 2006. Long-term debt of &#illion
declined $12.6 million during 2006 and includedrbarings under the revolving credit agreement ameletfother
variable rate instruments.

We maintain the majority of our precious metal integies on a consignment basis in order to reducenetal
price exposure. See the Quantitative and Qual@ddisclosures About Market Risk in Part Il, ltem.7A 2007, we
renegotiated our metal financing lines and incréake available capacity under these lines by $886lbn. The
notional value of the off-balance sheet inventoas\$71.2 million at December 31, 2007 comparedZmillion
at December 31, 2006. This increase in value wagalhigher metal prices as of year-end 2007 thgeax-end
2006, offset in part by lower quantities on hand.

Contractual Obligations

A summary of payments to be made under long-terot aigreements and operating leases, pension plan
contributions and material purchase commitmentgday is as follows:

There-
(Millions) 2008  200¢ 2010 2011 2012 _after Total
Long-term deb $0€ $0.€ $— $— $11 $82 $10.¢
Non-cancelable lease payme! 5.€ 5.2 4.8 4.4 1.¢ 12.¢ 34.7
Pension plan contributior 4.t — — — — — 4.5
Purchase commitmen 09 - - - = — 10.€
Total $21.6 $5.8 $4.€ $44 $3.C $21.1 $60.7

We anticipate that a new debt agreement will beotiggd prior to the maturation of the current fgirg credi
agreement in 2012. Outstanding borrowings underetelving credit agreement totaled $1.1 millionoés
December 31, 2007. See Note F to the Consolidateh€&ial Statements for additional debt informatidhe lease
payments represent payments under non-cancelasledavith initial lease terms in excess of one gsanf
December 31, 2007. See Note G to the Consolidatexh&ial Statements for further leasing details.
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The pension plan contribution in the above tablerssto the domestic defined benefit plan. Contidns to the
plan are based upon the plan’s funded ratio, wisictifected by actuarial assumptions, plan perfolcea
amendments and other factors. Therefore, it iprauttical to estimate contributions to the plandrel/one year.
However, we anticipate that additional contribusiamill be required in years subsequent to 2008 dieioto comply
with government funding requirements. The amountshin the table represents our best estimateeo? @08
contribution as of early in 2008.

The purchase commitments include $3.2 million fapital equipment to be acquired in 2008 and $7Iifami
for raw materials to be acquired under long-terppspagreements. See Note J to the ConsolidateahEial
Statements.

Other

We believe that cash flow from operations plusétailable borrowing capacity and the current casdhrire
are adequate to support operating requirementgatagpenditures, projected pension plan contring,
environmental remediation projects and strategipigitions. Cash flow from operations was positiv@007 and
2006. During 2006 and 2007, debt declined a tdt&Pa.7 million while the cash balance increaset. $2nillion
despite an increase in the capital spending rate¢t@ncompletion of a $25.7 million acquisition.eTiew revolving
line of credit has increased our borrowing capaaityl provides more flexible covenants and terms. débt-to-
debt-plus-equity ratio, a measure of leverage, awgd in each of the last two years. In additioth®$31.7 million
cash balance, available borrowings under existmgsad lines of credit totaled $217.0 million aPecember 31,
2007.

Portions of the cash balances may be investedyimdniality, highly liquid investments with matues of three
months or less.

ENVIRONMENTAL

We have an active program of environmental compgahVe estimate the probable cost of identified
environmental remediation projects and establiskmes accordingly. The environmental remediatiserve
balance was $5.2 million at December 31, 2007 &l fillion at December 31, 2006. There were no new
significant remediation projects identified durieigher 2007 or 2006. Payments against the resetaketl
$0.1 million in both 2007 and in 2006. See Note the Consolidated Financial Statements.

ORE RESERVES

Brush Resources’ reserves of beryllium-bearingrbedite ore are located in Juab County, Utah. Agoarg
drilling program has generally added to provenmese Proven reserves are the measured quantitizs o
commercially recoverable through the open-pit méttiRrobable reserves are the estimated quantitias d&known
to exist, principally at greater depths, but praspéor commercial recovery are indeterminable. @hgion that
occurs during mining is approximately seven perc&pproximately 87% of beryllium in ore is recovéra the
extraction process. We augment our proven resefeertrandite ore through the purchase of impobiey! ore.
This ore, which is approximately 4% beryllium, Is@aprocessed at Brush Resources’ Utah extractiaitity.

We use computer models to estimate ore reserveshwte subject to economic and physical evaluation
Development drilling can also affect the total oeserves to some degree, although there was néogevent
drilling activity in 2007 or 2006. The requiremehat reserves pass an economic test causespiip@ineable ore 1
be found in both proven and probable geologicrsgitiProven reserves have decreased slightly mafabe last
four years while probable reserves have remainetianged over the same time period. We own apprdgiynas%
of the proven reserves, with the remaining resele@sed. Based upon average production levelsante
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years, proven reserves would last in excess ohandred years. Ore reserves classified as possiblexclude«
from the following table.

2007 2006 2005 2004 2003
Proven bertrandite ore reserves at year end (thdssaf dry tons 6,531 6,55 6,601 6,64( 6,687

Grade % berylliun 0.266% 0.261% 0.2686 0.26(% 0.267%
Probable bertrandite ore reserves at year endg#muis of dry tons  3,51¢  3,51¢ 3,51¢ 3,51¢ 3,51¢
Grade % berylliun 0.23% 0.232% 0.232% 0.232% 0.232%
Bertrandite ore processed (thousands of dry tahged) 52 48 38 39 41
Grade % beryllium, dilute 0.321% 0.3526 0.31€% 0.24¢% 0.224%

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements requiresrtherent use of estimates and management’s jutdigme
establishing those estimates. The following arentbst significant accounting policies we use tlefit upon
management’s judgment.

Accrued Liabilities. We have various accruals on our balance sheeatbdased in part upon management’s
judgment, including accruals for litigation, enviroental remediation and work’ compensation costs. We
establish accrual balances at the best estimatendieed by a review of the available facts anddseloy
management and independent advisors and specadisispropriate. Absent a best estimate, the ddsrua
established at the low end of the estimated redd®mange in accordance with Statement No. 5, “Aotiog for
Contingencies”. Litigation and environmental acésuae only established for identified and/or agskclaims;
future claims, therefore, could give rise to insesmto the accruals. The accruals are adjustexttsand
circumstances change. The accruals may also bstadjtor changes in our strategies or regulataquirements.
Since these accruals are estimates, the ultimatduteon may be greater or less than the estaldiakerual balance
for a variety of reasons, including court decisiaditional discovery, inflation levels, cost aatefforts and
resolution of similar cases. Changes to the acemvalild then result in an additional charge or itiiedincome. See
Note J to the Consolidated Financial Stateme

Certain legal claims are subject to partial or clatginsurance recovery. The accrued liabilityeisarded at th
gross amount of the estimated cost and the insena@woverable, if any, is recorded as a separagt asd is not
netted against the liability. The accrued legdiility includes the estimated indemnity cost orifygny, to resolve
the claim through a settlement or court verdicte Tégal defense costs are not included in the atand are
expensed in the period incurred, with the levedxgfense in a given year affected by the numbetygpes of claims
we are actively defending.

The enhanced insurance coverage included in fhatiin settlement with our insurers in the fouwgytrarter
2007 provides for coverage of non-employee claiondéryllium disease made prior to year-end 2028revfany
portion of the alleged exposure period is priodaauary 1, 2008. This occurrence-based coveragensmes
claims from various prior years where we previousg little or sometimes no coverage. The insuraogers
defense costs and indemnity payments and is subjec$1.0 million annual deductible. There waslaductible
associated with the prior coverage.

Pensions. We have a defined benefit pension plan that coadarge portion of our current and former
domestic employees. We account for this plan imatance with Statement No. 158. Under this staténties
carrying values of the associated assets anditiabiare determined on an actuarial basis usimgenaus actuarial
and financial assumptions. Differences betweeraisamptions and current period actual results reajeferred
into the net pension asset or liability value antbgized against future income under establishédejjnes. The
deferral process generally reduces the volatilitthe recognized net pension asset or liability eamdaent period
income or expense. Unrealized gains or lossesamrded in OCI. The actuaries adjust certain assangpto
reflect changes in demographics and other fadioekjding mortality rates and employee turnoverywasranted.
Management annually reviews other key assumptionkjding the expected return on plan assets, igeodnt rate
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and the average wage rate increase, against aetudds, trends and industry standards and makestagnts
accordingly. These adjustments may then lead igleehor lower expense in a future period.

Our pension plan investment strategies are govemgedpolicy adopted by the Retirement Plan Review
Committee of the Board of Directors. The futurairaton pension assets is dependent upon the @as&t
allocation, which changes from time to time, ang plerformance of the underlying investments. Assailt of our
review of various factors, including the short dmlg-term trends of actual returns, we reducecettpected rate of
return on plan asset assumption for our domesfinatkbenefit pension plan to 8.25% as of Decendiei2007.
The rate of return assumption had been 8.50% Beoémber 31, 2006. We believe that an 8.25% retuen the
long term is reasonable. Should the assets eaameaage return less than 8.25% over time, inlalithood the
future pension expense would increase. Investmanirggs in excess of 8.25% would tend to reducduhee
expense.

We establish the discount rate used to determm@tbsent value of the projected and accumulateefibe
obligation at the end of each year based uponuhiadle market rates for high quality, fixed inceimvestments.
An increase to the discount rate would reduce thegnt value of the projected benefit obligatiod ariure pensiol
expense and, conversely, a lower discount ratedu@ige the benefit obligation and future pensiqmease. We
elected to use a discount rate of 6.50% as of Dbee®il, 2007, an increase from the discount ra1#5% as of
December 31, 2006.

We anticipate that the net expense from the domdsfined benefit pension plan will be higher i©8Qhan
2007 as a result of the actual plan performancesapdnses offset in part by a benefit from a higligcount rate.

If the expected rate of return assumption was obaiy 25 basis points (0.25%) and all other pension
assumptions remained constant, the 2008 projeeesign expense would change by approximately $al@m If
the December 31, 2007 discount rate were reduc&d ihasis points and all other pension assumptemsined
constant, then the 2008 projected pension expens@wncrease by approximately $0.4 million.

Cash contributions and funding requirements aregwd by ERISA and IRS guidelines and not by Stateém
No. 158. Based upon these guidelines, current gstsums and estimates and our pension plan objestive
estimate a cash contribution to the domestic pfaapproximately $4.5 million will be made in 2008.

The minimum pension liability under Statement N838 Will be recalculated at the measurement date
(December 31 of each year) and any adjustmentss@tcount and other comprehensive income within
shareholders’ equity will be recorded at that tmeeordingly. See Note | to the Consolidated Firarstatements
for additional details on our pension and othdregtent plans.

LIFO Inventory. The prices of certain major raw materials thatuse, including copper, nickel, gold, silver
and other precious metals, fluctuate during a gixear. As noted, copper and nickel prices increaggaficantly in
each of the last two years. Gold, silver and platirprices also increased in 2007 and 2006. Whessilgie, such
changes in costs are generally reflected in sefimze adjustments. The prices of labor and othetofs of
production, including supplies and utilities, geagrincrease with inflation. Additions to capagityhile more
expensive over time, usually result in greater pobigtity or improved yields. However, market factpalternative
materials and competitive pricing may limit ourlébito offset cost increases with higher prices.

We use the last-in, firstut (LIFO) method for costing the majority of owrdestic inventories. Under the LIl
method, inflationary cost increases are chargethsgthe current cost of goods sold in order toermosely match
the cost with the associated revenue. The carmaiige of the inventory is based upon older costsaana result, t
LIFO cost of the inventory on the balance shegtpgally lower than it would be under most alteima costing
methods. The LIFO cost may also be lower than thieeat replacement cost of the inventory. The Lir@ntory
value tends to be less volatile during years dftflating costs than the value would be using atbsting methods.
The LIFO impact on the income statement in a giyesr is dependent upon the inflation rate effectaan material
purchases and manufacturing conversion costsetle df purchases in a given year and changesimttentory
mix and quantities.

Assuming no change in the quantity or mix of inwentfrom the December 31, 2007 level, a 1% chandhe
annual inflation rate would cause a $0.5 milliommge in the LIFO inventory value.

Deferred Tax Assets.We record deferred tax assets and liabilitiescicordance with Statement No. 109,
“Accounting For Income Taxes”. The deferrals arteedmined based upon the temporary difference betwee
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financial reporting and tax bases of assets abditias. We review the expiration dates of theatedls against
projected income levels to determine if the detaxifi or can be realized. If it is determined thiis more likely
than not that a deferral will not be realized, lugtion allowance would be established for thanhit€ertain
deferrals, including the alternative minimum tagdit, do not have an expiration date. See NotetReto
Consolidated Financial Statements for addition&ided tax details.

In addition to reviewing the deferred tax assetsirzg) their expiration dates, we evaluated ourrdefetax
assets for impairment and, due to the operatingelos1 2001 and 2002 we recorded a valuation afioevén
December 2002. The valuation allowance was adjustedch subsequent year, with amounts being ctiange
credited to income, including the use of net opegdbss carryforwards, or OCI as appropriate. Bagson current
and projected earnings and analyses of our deféaredssets in the fourth quarter 2005 and 20QGrndacated it
was more likely than not that we would utilize stalngially all of our deferred tax assets, we regdrsut
substantially all of the valuation allowance ingkdwo years with only an immaterial amount assediwith one o
our international operations remaining on the badasheet as of December 31, 2007.

The reversal of the valuation allowance in 2005 20@6 resulted in a tax benefit rather than a igpense
being recorded against income before income taxeacdh of those years. Tax expense was record@Dinat the
effective tax rate without a net adjustment for amterial movement in a valuation allowance.

Unearned revenue. Billings under long-term sales contracts in aseaaf the shipment of the goods are
recorded as unearned revenue, which is a lialdtitthe balance sheet. Revenue and the relatedfcesties and
gross margin are only recognized for these traimactvhen the goods are shipped, title passestoustomer and
all other revenue recognition criteria are met. Thearned revenue liability is reversed when themae is
recognized. The related inventory also remainswrbalance sheet until these criteria are metirgdl in advance
of the shipments allow us to collect cash earhantbilling at the time of the shipment and, theref the collected
cash can be used to help finance the underlyingnitory.

Long-term unearned income.Expenditures for capital equipment to be reimédnsnder government
contracts are recorded in construction in prodeegnbursements for those expenditures are recandekarned
income, a liability on the balance sheet. The totast of the assets to be constructed may inclodes ceimbursed
by the government as well as costs borne by usiiieassets are placed in service and capitalizisctotal cost
will be depreciated over the useful life of theeissThe unearned income liability will be reduesd credited to
income ratably with the annual depreciation expembes benefit in effect reduces the net expenseged to the
income statement to an amount equal to the depi@tian the portion of the cost of the assets bbwgnas.

Capital expenditures subject to reimbursement fiteengovernment under the current Title IIl projentl the
related unearned income balance totaled $3.5 milof December 31, 2007. This total could riseetoveen $70
and $90.0 million over the next two to three yadgpending upon the actual cost of the facilityéacbnstructed,
government approval of the project funding, theinignof the construction of the facility and the fian of the cost
to be retained by us.

Through December 31, 2007, we also incurred $4l@omiof costs for expense items under the current
government contract that could not be capitalired ihe cost of the assets to be constructed,dimguexpenses for
development of a business plan and related aetivifihese costs were charged to a prepaid experibe balance
sheet, which was subsequently reduced for the rgiselment from the government.

Derivatives. We may use derivative financial instruments tddesour foreign currency, commodity price and
interest rate exposures. We apply hedge accouwtireg an effective hedge relationship can be doctsdesnd
maintained. If a hedge is deemed effective, chaigis fair value are recorded in OCI until thedenlying hedged
item matures. If a hedge does not qualify as affecthanges in its fair value are recorded agamsime in the
current period. We secure derivatives with theritite of hedging existing or forecasted transadtionly and do
not engage in speculative trading or holding dé¢rres for investment purposes. Our annual budgetrtgrly
forecasts and other analyses serve as the baslstEnmining forecasted transactions. The use jate/es is
governed by policies approved by the Board of Doex The level of derivatives outstanding mayibstéd by the
availability of credit from financial institutions.
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During 2006, changes in the pricing of our coppaseu products resulted in a reduction of the presiyo
estimated copper price exposure, reducing the ttekddge the exposure with derivative contracterdlore, we
terminated contracts in 2006 that were initiallieduled to mature in 2007. The deferred gain in @Cthese
contracts and other contracts that matured in¢bersl half of 2006 totaled $5.7 million as of Debem31, 2006.
Gains totaling $5.5 million were amortized to coksales in 2007 in accordance with the originaturigy schedule
in the contracts. Only $0.2 million of deferredrgaremained in OCI as of December 31, 2007, whidhoes
amortized in 2008.

OUTLOOK

We enter 2008 with mixed economic signals. Variecsnomists are indicating that the U.S. economy beay
heading towards a recession as there are concegnshe high energy and raw material costs, themdainties in
the banking industry caused by the sub-prime laaudts and other factors. However, portions ofAk&n
economy, in general, continue to perform well.

Some of our markets, however, continue to be sthomegrly 2008, including portions of the
telecommunications and computer, oil and gas, defemedical and heavy equipment markets. The tat@ge
market also continues to grow at a fast pace dabdages in technology. While our sales to thisketagrew
significantly in 2007, that growth was less thae tirowth in the potential applications for our netis in this
market. Our product development efforts have atsbked us to expand our sales beyond our traditapication:
and markets while our marketing investments haloeavald our sales in Asia to grow significantly ovee last two
years. We believe that the Asian markets will cwndi to offer growth opportunities for our produs

Early in the first quarter 2008, we acquired theraging assets of Techni-Met, Inc. for $87.4 millia cash.
Techni-Met, at its operations in Connecticut, prmgRiprecision precious metal coated polymeric filnag are sold
into the medical market for diabetes testing staipd other applications. Techni-Met sources itgipres metal
requirements from our Advanced Material Technolsgied Services segment and has complementary teghem
to our existing operations. Immediately after thguasition, we sold the precious metal content @fini-Met's
inventory for its fair value of $24.3 million in sh to a financial institution, while we continuehtold the inventory
under our existing metal consignment lines. Wecgpdie that Techni-Met will be accretive in 2008.

Manufacturing issues hampered the profitabilitpof Advanced Material Technologies and Services and
Specialty Engineered Alloys segments in 2007. Atkemaintaining and increasing our profitabilitylMie our
ability to implement the necessary processes ieraaimprove our manufacturing yields and the ifyaff our
products on a consistent basis in 2008.

We entered 2008 with a stronger balance sheetatyaar ago. Our net cash/debt position improve2DBv ant
our borrowing costs declined. We used a combinaifavailable cash and borrowings under our newasged
credit facility to finance the Techmitet acquisition. We anticipate that cash flow froperations in 2008 will enal
us to reduce a portion of this additional debthwy ¢nd of the year. The litigation settlement pilegius with
enhanced insurance coverage and reduces our fiskpasures for liability claims for beryllium-caihing
products.

As of early in the first quarter 2008, we are petijeg diluted earnings per share to be in the rarfgd.80 to
$2.30 for the year.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to precious metal and commoditg piricerest rate and foreign exchange rate diffeaen
While the degree of exposure varies from year &, yeur methods and policies designed to manage txgposures
have remained fairly consistent. We attempt to miné the effects of these exposures through thesatural
hedges, which include pricing strategies, borrowidgnominated in the same terms as the exposed @fdmlanc
arrangements and other methods. Where we cannetnestiral hedge, we may use derivative finanostriments
to minimize the effects of these exposures whentjzal and efficient.
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We use gold and other precious metals in manufiactwarious products. To reduce the exposure tketar
price changes, precious metals are maintainedoomsigned inventory basis. We purchase the metaifou
consignment from our suppliers when it is readgtip to a customer as a finished product. Our @aselprice
forms the basis for the price charged to the custdor the precious metal content and, therefdre current cost is
matched to the selling price and the price exposun@nimized. The use of precious metal consigrimen
arrangements is governed by a policy approved &Bthard of Directors.

We are charged a consignment fee by the finantsitutions that actually own the precious metalss fee is
partially a function of the market price of the mleBecause of market forces and competition, éleectin only be
charged to customers on a case-by-case basisrthefflimit price and financing rate exposures,aenmgbme
circumstances we will require customers to furtifeir own metal for processing. This practice isdisore
frequently when the rates are high and/or moreti®l&hould the market price of precious metats the use
increase by 20% from the prices on December 317 20@ additional préax cost to us on an annual basis woul
approximately $0.4 million. This calculation asssnm@ changes in the quantity of inventory or théeaulying fee
and that none of the additional fees are chargeddstomers.

The available capacity of our existing credit linesonsign precious metals is a function of thergity and
price of the metals on hand. As prices increaggven quantity of metal will use a larger propontiof the credit
line. A significant prolonged increase in metakps could result in our credit lines being fulljlinéd, and, absent
securing additional credit line capacity from aaficial institution, could require us to purchasecpus metals
rather than consign them, require customers tolgupgir own metal and/or force us to turn downitiddal
business opportunities. The financial statementirhpf this risk cannot be estimated at the prethemat

We also use base metals, including copper, in mdyztion processes. When possible, fluctuatiorikén
purchase price of copper are passed on to custom#rs form of price adders or reductions. In pperiods, we
entered into derivative contracts to hedge portifrtbis price exposure and gains on the maturedracts helped 1
mitigate the negative margin impact of the highmwper prices. There were no copper price derivatbreracts
outstanding as of December 31, 2007.

We use ruthenium in the manufacture of one of @w family of products. Sales of ruthenium-basedipots
increased significantly in 2007 and the inventonyhand to support those sales increased as weleRium is not
widely used or traded metal and, therefore, thermiestablished efficient market for derivativeaficial
instruments that could be used to effectively hetigeruthenium price exposure. We changed ourngripractices
with respect to ruthenium products in 2007 so thatselling price would generally be based uponcost to
purchase the material, limiting our price exposttewever, the inventory carrying value may be explo® market
fluctuations. The inventory value is maintainedhat lower of cost or market and if the market valigze to drop
below the carrying value, the inventory would h&w®e reduced accordingly and a charge taken ggaissof
sales. This risk is mainly associated with sludgres scrap materials, which generally have longecgssing times
to be refined into a usable form for further matifising. The market price for ruthenium fluctuatecbughout
2007 and in the second and fourth quarters of 20®7ecorded lower of cost or market charges tajeh.5 million
on portions of the inventory. Assuming no changethé inventory quantities, costs or make-up, shthe market
price of ruthenium decline 10% from the DecemberZRD7 price, we would have to record a charge2of #illion
to write down the exposed portion of the inventdryis calculation assumes no change in the invgrdost or
make-up or in the outstanding sales orders with firicing from customers.

We are exposed to changes in interest rates odatnirand cash balances. This interest rate exp@sure
managed by maintaining a combination of short-tand longterm debt and variable and fixed rate instruments
may also use interest rate swaps to fix the inteads on variable rate obligations, as we deemagpiate. Excess
cash is typically invested in high quality instrumethat mature in ninety days or less. Investmarggnade in
compliance with policies approved by the Board o€BEtors. We had $35.5 million in variable rate dafd a
variable-to-fixed interest rate swap with a notloredue of $23.2 million outstanding at Decembey 2007. If
interest rates were to increase 200 basis poiri&42from the December 31, 2007 rates and assungirgpanges i
debt from the December 31, 2007 levels, the netést expense would increase by $0.2 million (hét@impact o
the swap). This calculation does not include thpaat of any changes in interest income earned diopse of the
December 31, 2007 cash balance of $31.7 million.
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Portions of our international operations sell prtdipriced in foreign currencies, mainly the eyen and
sterling, while the majority of these products’ tsoare incurred in U.S. dollars. We are exposenitoency
movements in that if the U.S. dollar strengthehs,ttanslated value of the foreign currency satetha resulting
margin on that sale will be reduced. We typicaliyeot increase the price of our products for sterts exchange
rate movements because of local competition. Tomike this exposure, we may purchase foreign cayréarwarc
contracts, options and collars in compliance wyhraved policies. Should the dollar strengthen dieine in the
translated value of the margins should be offsed [ggin on the hedge contract. A decrease in the o the dollar
would result in larger margins but potentially adan the contract, depending upon the methodtodeeddge the
exposure. The notional value of the outstandingerway contracts was $49.8 million as of Decembe2807. If the
dollar weakened 10% against the currencies we hastged from the December 31, 2007 exchange rates, t
reduced gain and/or increased loss on the outstgrdintracts as of December 31, 2007 would redusdgx
profits by approximately $4.8 million in 2008. Thialculation does not take into account the in@éasnargins as
a result of translating foreign currency salesatrhore favorable exchange rates, any changesrgimadrom
potential volume fluctuations caused by currencyemeents or the translation effects on any otheridor currency
denominated income statement or balance sheet item.

The fair values of derivatives, which are deterrdibg financial institutions and represent the magkee for
the instrument between two willing parties, areorded on the balance sheet as assets or liahil@tesnges in the
fair value of outstanding derivatives are recoriteequity or against income as appropriate undemftplicable
guidelines. The fair value of the outstanding fgnecurrency contracts was a net liability of $1.8iom at
December 31, 2007, indicating that the average dealgs were unfavorable compared to the actualgrehmarke
exchange rates. The year-end 2007 fair value ahtieeest rate swap was a loss of $0.4 millionhasavailable
interest rates were lower than the rate fixed utitkeswap contract. The net derivative loss reabndeCl,
including the deferred copper swap gains, was 8ill®n before taxes as of December 31, 2007 coenhéo a net
gain of $4.9 million before taxes as of December2RD6.

We are also exposed to the risk of fluctuatingtytdosts. Our total utility cost in 2007 was apyrately
$20.6 million, down $0.6 million from 2006. Howevyettility costs increased 12% in 2006 over 2005s Tost may
fluctuate in future periods based upon changeat#sras well as consumption levels, with the compsiam level in ¢
given year dependent upon the level of productaivity as well as the climate.
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Managemen’s Report on Internal Control over Financial Reporting

The management of Brush Engineered Materials Imit.sabsidiaries is responsible for establishing and
maintaining adequate internal controls over finah@porting, as such term is defined in Exchange A
Rules 13a-15(f) and 15d-15(f). Brush Engineerede¥als Inc. and subsidiaries’ internal control eystwas
designed to provide reasonable assurance to thep&ugris management and Board of Directors regarttiag
preparation and fair presentation of publishedrigial statements. All internal control systemsymatter how well
designed, have inherent limitations. Thereforenahese systems determined to be effective carigeanly
reasonable assurance with respect to financiamtit preparation and presentation.

Brush Engineered Materials Inc. and subsidiariemhagement assessed the effectiveness of the Coiapany
internal control over financial reporting as of Batber 31, 2007. In making this assessment, it tlreettamework
set forth by the Committee of Sponsoring Organizetiof the Treadway Commission (the COSO criténiditerna
Control-Integrated Framework. Based on our assassmwe believe that, as of December 31, 2007, thmgany’s
internal control over financial reporting is effieet

The effectiveness of our internal control over ficial reporting as of December 31, 2007 has beditealiby
Ernst & Young LLP, an independent registered puaticounting firm, as stated in their report herein.

/s/ RcHARD J. HPPLE

Richard J. Hipple
Chairman, President and Chief Executive Officer

/sl DHN D. GRAMPA

John D. Grampa
Senior Vice President Finance and Chief Financfatéer
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Shareholders of Brusgifigered Materials Inc.

We have audited Brush Engineered Materials Inotarhal control over financial reporting as of Dexter 31,
2007, based on criteria established in Internalt@br— Integrated Framework issued by the Committee
Sponsoring Organizations of the Treadway Commisgtoe COSO criteria). Brush Engineered Materiats’én
management is responsible for maintaining effedtiternal control over financial reporting, and ftrassessment
of the effectiveness of internal control over fingh reporting included in the accompanying Managetis Report
on Internal Control over Financial Reporting. Oesponsibility is to express an opinion on the camyfsainternal
control over financial reporting based on our audit

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBoa
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and ¢ipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingathe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfeeze A company’s internal control over finanaiaporting
includes those policies and procedures that (Iajpeto the maintenance of records that, in reasiendetail,
accurately and fairly reflect the transactions disgositions of the assets of the company; (2) ideweasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementadcordance wit
generally accepted accounting principles, andréwipts and expenditures of the company are beadg only in
accordance with authorizations of management anedtdirs of the company; and (3) provide reasonasdeirance
regarding prevention or timely detection of unauitted acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

In our opinion, Brush Engineered Materials Inc. mi@ined, in all material respects, effective in&montrol
over financial reporting as of December 31, 20@&dd on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated balance sheats@scember 31, 2007 and 2006, and the relatesotioiated
statements of income, shareholders’ equity, and flaw's for each of the three years in the periodesl
December 31, 2007 of Brush Engineered Materialsdnd subsidiaries and our report dated Februarg @18
expressed an unqualified opinion thereon.

/s ERNST& YOuNG LLP
Cleveland, Ohio

February 27, 2008
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Shareholders of Brusgifigered Materials Inc.

We have audited the accompanying consolidated balsimeets of Brush Engineered Materials Inc. and
subsidiaries as of December 31, 2007 and 2006thencklated consolidated statements of incomeebboiders’
equity, and cash flows for each of the three yguatse period ended December 31, 2007. Our aulditsiacluded
the financial statement schedule listed in the xratdtem 15 (a) 2. These financial statementssahedule are the
responsibility of the Company’s management. Oupeasibility is to express an opinion on these fiiah
statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighago
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esabasis,
evidence supporting the amounts and disclosuréigifinancial statements. An audit also includegssing the
accounting principles used and significant estismatade by management, as well as evaluating thralbfieancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@albove present fairly, in all material respedts, ¢onsolidated
financial position of Brush Engineered Materials.land subsidiaries at December 31, 2007 and 20@bthe
consolidated results of their operations and tba&sh flows for each of the three years in the peginded
December 31, 2007, in conformity with U.S. gengraltcepted accounting principles. Also, in our apinthe
related financial statement schedule, when consitlier relation to the basic financial statemerignaas a whole,
presents fairly in all material respects the infation set forth therein.

As discussed in Note K to the financial statemegifective January 1, 2006, the Company adopteiei@tnt
of Financial Accounting Standards No. 123 (Revi2@d4),Share-Based Paymemlso, as discussed in Note | to
the financial statements, effective December 3062€he Company adopted Statement of Financial duibog
Standards No. 15&mployers’ Accounting for Defined Benefit Pensiand Other Postretirement Planalso, as
discussed in Notes A and P to the financial statésn¢he Company adopt&thancial Accounting Standards Boa
Interpretation No. 48, Accounting for Uncertaintylncome Taxe— an Interpretation of FASB Statement No. 109
effective January 1, 2007.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), Brush Engineered Materials Inaternal control over financial reporting as of Betber 31, 2007,
based on criteria established in Internal Controlntegrated Framework issued by the Committee ahSpring
Organizations of the Treadway Commission and opontedated February 27, 2008 expressed an uncdlifi
opinion thereon.

/s/ ERNST& YOUNGLLP
Cleveland, Ohio

February 27, 2008
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Brush Engineered Materials Inc. and Subsidiarie:
Years ended December 31, 2007, 2006 and 2005

Consolidated Statements of Income

(Dollars in thousands except share and per share aunts) 2007 2006 2005
Net sales $ 955,70¢ $ 763,05¢0 $ 541,26
Cost of sale: 759,03 600,88: 431,02
Gross profit 196,67. 162,17. 110,24
Selling, general and administrative expe 110,12 111,00: 78,45
Research and development expe 4,997 4,16¢ 4,99(
Litigation settlement gai (8,699 — —
Other— net 5,78i 3,16¢ 7,281
Operating profit 84,46" 43,84( 19,50¢
Interest expens 1,76( 4,13¢ 6,372
Income before income taxe 82,70¢ 39,70¢ 13,137
Income taxes (benefit
Currently payabl 14,12( 2,761 1,16:
Deferred 15,30( (12,659 (5,85))
29,42( (9,899 (4,68¢)
Net income $ 5328 $ 49,60 $ 17,82¢
Net income per share of common st— basic $ 262 % 252 % 0.92
Weighted-average number of shares of common stotdtamding —
basic 20,320,000 19,665,000 19,219,00
Net income per share of common st— diluted $ 25¢ 248§ 0.92
Weighted-average number of shares of common stotstamding —
diluted 20,612,000 20,234,000 19,371,00

See Notes to Consolidated Financial Statements.
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Brush Engineered Materials Inc. and Subsidiarie:
Years ended December 31, 2007, 2006 and 2005

Consolidated Statements of Cash Flows

(Dollars in thousands 2007 2006 2005
Cash flows from operating activitie
Net income $53,28¢ $49,60: $17,82¢
Adjustments to reconcile net income to net caskigeal from operating
activities:
Depreciation, depletion and amortizat 23,88( 24,60 21,67¢
Amortization of deferred financing costs in intd¢respenst 41€ 53¢ 1,11¢
Stocl-based compensation expel 3,93 1,717 85
Deferred financing cost wri-off — — 2,73¢
Deferred tax (benefit) expen 15,30C (12,659 (5,85))
Derivative financial instruments ineffectivent 121 (219 (807)
Proceeds from early termination of 2007 derivatigatracts — 2,291 —
Decrease (increase) in accounts receiv (8,477 (10,859 (10,039
Decrease (increase) in other receiva (11,269 —
Decrease (increase) in inventc (13,269 (41,639 (9,562)
Decrease (increase) in prepaid and other curreets (3,919 (5,23¢) (386€)
Increase (decrease) in accounts payable and acexpedse (4,92¢0 20,71¢ (5,51¢)
Increase (decrease) in unearned reve 2,25¢ 60 (7,535
Increase (decrease) in interest and taxes pa (2,306 4,49: (2,499
Increase (decrease) in Ic-term liabilities 2,697 2,31¢ 1,921
Other— net (3,329) 3,05¢ 283
Net cash provided from operating activities 54,41¢ 38,80¢ 3,46t
Cash flows from investing activitie
Payments for purchase of property, plant and eqgeiip (26,429 (15,527 (13,779
Payments for purchase of business less cash rel — (25,699 (11,49)
Payments for mine developme (7,127 — —
Purchase of equipment previously held under opeydtiase — — (44¢)
Proceeds from sale of busint 2,15( — —
Proceeds from sale of property, plant and equip! 328 56 60
Other investment— net 47 46 (48)
Net cash (used in) investing activitie (31,030 (41,119 (25,709
Cash flows from financing activitie
Proceeds from issuance (repayment) of -term debi (3,607 3,924 11,67¢
Proceeds from issuance of l--term debt 16,08: 26,00( 22,00(
Repayment of lor-term debi (26,397 (38,634 (49,619
Debt issuance cos (825) — (12%)
Issuance of common stock under stock option 4,961 13,61: 372
Tax benefit from the exercise of stock optic 2,751 2,62( —
Net cash provided from (used in) financing activigs (7,030 7,52z (15,697
Effects of exchange rate changes on cash and gaslatents (270 (2117) (1,066
Net change in cash and cash equivaler 16,08¢ 500z (39,00)
Cash and cash equivalents at beginning of year 15,64 10,64: 49,64
Cash and cash equivalents at end of year $31,73( $ 15,64 $10,64:

See Notes to Consolidated Financial Statements.
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Brush Engineered Materials Inc. and Subsidiarie:
As of December 31, 2007 and 2006

Consolidated Balance Sheets

(Dollars in thousands 2007 2006
Assets
Current assets
Cash and cash equivalel $ 31,73(C $ 15,64«
Accounts receivable (less allowance of $1,120 672 and $1,822 for 200 97,424 86,461
Other receivable 11,263 —
Inventories 165,18¢ 151,95(
Prepaid expense 17,72 13,98¢
Deferred income taxe 6,107 3,541
Total current assets 329,43¢ 271,58
Other assets 11,80¢ 13,57
Relatec-party notes receivable 98 98
Long-term deferred income taxes 1,13¢ 15,57¢
Property, plant, and equipment 583,96 557,86
Less allowances for depreciation, amortization andepletion (397,786  (381,93)
Property, plant, and equipment— net 186,17! 175,92¢
Goodwill 21,89¢ 21,84:
Total Assets $ 550,55. $ 498,60¢

Liabilities and Shareholders’ Equity
Current liabilities

Shor-term deb $ 2490 $ 28,07¢
Current portion of lon-term debt 60C 632
Accounts payabl 27,06¢ 30,74+«
Salaries and wagt 34,17( 32,02¢
Taxes other than income tay 2,20¢ 2,244
Other liabilities and accrued iter 19,551 17,88¢
Unearned revent 2,56¢ 314
Income taxe: 2,10¢ 1,59¢
Total current liabilities 113,18 113,52
Other long-term liabilities 11,62¢ 11,64
Retirement and post-employment benefits 57,51 59,08¢
Long-term income taxes 4,321 2,91¢
Deferred income taxes 182 151
Long-term debt 10,00¢ 20,28:

Shareholders’ equity
Serial preferred stock, no par value; 5,000,008 @i#ed shares, none isst — —
Common stock, no par value 60,000,000 authorizadeshissued shares of 26,708,000

in 2007 and 26,398,000 in 20 167,34 155,55:
Retained earninc 315,97: 264,10(
Common stock in treasury, 6,237,000 shares in 20@76,293,000 shares in 2C (105,57§) (105,769
Other comprehensive income (lo (24,57¢) (23,320)
Other equity transactior 54¢ 43:

Total shareholders’ equity 353,71 291,00(

Total Liabilities and Shareholders’ Equity $ 550,55 $ 498,60t

See Notes to Consolidated Financial Statements.
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(Dollars in thousands)
Balances at January 1, 2C

Brush Engineered Materials Inc. and Subsidiarie:
Years ended December 31, 2007, 2006 and 2005

Consolidated Statements of Shareholders’ Equity

Common Other
Common Retained Stock In Comprehensivt
Stock Income Treasury Income (loss)  Other Total

$137,24° $196,67. $(105,67)$ (19,93 $(172) $208,13¢

Net income — 17,82t — — — 17,82
Foreign currency translation adjustm — — — (2,055 — (2,059
Derivative and hedging activi — — — 8,00¢ — 8,00¢
Minimum pension liability — — — (21,05 — (21,059
Comprehensive incorr 2,721
Proceeds from exercise of 30,000 shares under

option plans 372 — — — — 372
Other equity transactior 46 — 27 — 321 394
Forfeiture of restricted stoc — — (147) — — (147)
Balances at December 31, 2( 137,66! 214,49 (105,799 (35,037 14& 211,47¢
Net income —  49,60: — — —  49,60:
Foreign currency translation adjustm — — — 60= — 60%
Derivative and hedging activity, net of taxes 023 — — — 623 — 623
Minimum pension and post-employment benefit

liability, net of taxes of $4,01 — — — 7,840 — 7,84(
Comprehensive incorr 58,671
Impact from adoption of Statement No. 158, net of

tax benefit of $2,90: — — — 2,64¢ — 2,64¢
Proceeds from exercise of 841,000 shares unde

option plans 13,61: — — — — 13,61
Income tax benefit from exercise of stock opti 2,62( — — — — 2,62(
Stocl-based compensation expel 1,717 — — — — 1,717
Other equity transactior (62 — 30 — 28E 258
Balances at December 31, 2( 155,55: 264,10( (105,76Y (23,32() 43z 291,00(
Net income — 53,28t — — — 53,28t
Foreign currency translation adjustm — — — 1,62¢ — 1,624
Derivative and hedging activity, net of tax benefi

$2,181 — — — (4,049 — (4,049
Minimum pension and post-employment benefit

liability, net of taxes of $1,79 — — — 1,16¢ — 1,16¢
Comprehensive incorr 52,02¢
Impact from adoption of FIN 4 — (1,419 — — — (1,419
Proceeds from exercise of 296,000 shares under

option plans 4,961 — — — — 4,961
Income tax benefit from exercise of stock opti 2,751 — — — — 2,751
Stocl-based compensation expel 3,932 — — — — 3,93
Other equity transactior 151 — 187 — 11¢€ 454
Balances at December 31, 20( $167,34° $315,97. $(105,57) $ (24,57¢) $ 54¢ $353,71«

See Notes to Consolidated Financial Statements.
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Brush Engineered Materials Inc. and Subsidiarie:
Notes to Consolidated Financial Statements

Note A —Significant Accounting Policies

Organization: The Company is a holding company with subsidgatimt have operations in the United States,
Europe and Asia. These operations manufacture eagid materials used in a variety of markets, infy
telecommunications and computer electronics, datage, aerospace and defense, automotive elexdrandustria
components, appliance and medical. The Companfoaseporting segments:

Advanced Material Technologies and Serviceanufactures precious and non-precious vapor iepos
targets, frame lid assemblies, other precious amdpmecious metal products and specialty inorgaraterials;

Specialty Engineered Alloysianufactures high precision strip and bulk prosificim copper and nickel based
alloys;

Beryllium and Beryllium Compositgsroduces beryllium metal, beryllium composites Bedyllia ceramics in
variety of forms; and,

Engineered Material Systenteanufactures clad inlay and overlay metals, precand base metal electrople
systems and other related products.

The Company is vertically integrated and distrilsuite products through a combination of Company-&avn
facilities and independent distributors and agents.

Use of Estimates: The preparation of financial statements in camfor with accounting principles generally
accepted in the United States requires managememike estimates and assumptions that affect toei@ts
reported in the financial statements and accompgnybtes. Actual results may differ from thosereates.

Consolidation: The consolidated financial statements includeatt@munts of Brush Engineered Materials Inc.
and its subsidiaries. All of the Company’s subsidgare wholly owned as of December 31, 2007 ricoenpany
accounts and transactions are eliminated in catestioin.

Cash Equivalents: All highly liquid investments with a maturity ¢firee months or less when purchased are
considered to be cash equivalents.

Accounts Receivable:An allowance for doubtful accounts is maintaifiedthe estimated losses resulting fr
the inability of customers to pay the amounts dune allowance is based upon identified delinquenbants,
customer payment patterns and other analysestofice data and trends. The Company extends dedit
customers based upon their financial conditiongenkrally collateral is not required.

Inventories: Inventories are stated at the lower of cost orketa The cost of the majority of domestic
inventories is determined using the last-in, foat-(LIFO) method. The remaining inventories asgesi principally
at average cost.

Property, Plant and Equipment: Property, plant and equipment is stated on tiséstud cost. Depreciation is
computed principally by the straight-line methoxlcept certain facilities for which depreciatiorcsmputed by the
sum-of-the-years digits or units-of-production ntethDepreciable lives that are used in computiregatinual
provision for depreciation by class of asset arobews:

Years
Land improvement 5to0 25
Buildings 10 to 40
Leasehold improvemen Life of lease
Machinery and equipme 3to 15
Furniture and fixture 4to 15
Automobiles and truck 2t0 8
Research equipme 61to 12
Computer hardwar 3to 10
Computer softwar 3to 10
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Leasehold improvements will be depreciated ovetitbef the improvement if it is shorter than tlife of the
lease. Repair and maintenance costs are expengezlagd.

Mineral Resources and Mine DevelopmentProperty acquisition costs are capitalized asemairesources on
the balance sheet and are depleted using the afAiisduction method based upon recoverable proeserves.
Overburden, or waste rock, is removed prior toekéeaction of the ore from a particular open ptieTremoval cost
is capitalized and amortized as the ore is extdag$#ng the units-of-production method based uperptroven
reserves in that particular pit. Exploration angelepment expenses, including development drillarg, charged to
expense in the period in which they are incurred.

Intangible Assets: Goodwill is not amortized, but instead reviewedwaally at December 31, or more
frequently under certain circumstances, for impaintn Goodwill is assigned to the lowest level réipgrunit that
the associated cash flows can be appropriatelyunedsintangible assets with finite lives are amerd using the
straight-line method or effective interest methasi applicable, over the periods estimated to beftied, which is
generally twenty years or less. Finite-lived intilnhgyassets are also reviewed for impairment ifSand
circumstances warrant.

Asset Impairment: In the event that facts and circumstances in€ditt@t the carrying value of long-lived and
finite-lived intangible assets may be impairedeaaluation of recoverability is performed. If are®ation is
required, the estimated future undiscounted camt fissociated with the asset or asset group wauttbimpared to
the carrying amount to determine if a write-dowmeiquired.

Derivatives: The Company recognizes all derivatives on tharizd sheet at their fair values. If the derivative
is designated and effective as a hedge, depengioig the nature of the hedge, changes in the fhiewaf the
derivative are either offset against the chandaiinvalue of the hedged asset, liability or firenemitment through
earnings or recognized in other comprehensive ircfass) until the hedged item is recognized imiegs. The
ineffective portion of a derivative’change in fair value, if any, is recognized ime&s immediately. If a derivati
is not a hedge, changes in its fair value are &eljuthrough income.

Asset Retirement Obligation: The Company records a liability to recognizeltdgal obligation to remove an
asset at the time the asset is acquired or wheleglatliability arises. The liability is recordéar the present value
of the ultimate obligation by discounting the esttad future cash flows using a credit-adjustedrisk interest
rate. The liability is accreted over time, with #hecretion charged to expense. An asset equagtfathvalue of the
liability is recorded concurrent with the liabilignd depreciated over the life of the underlyingeas

Revenue Recognition: The Company generally recognizes revenue whegdbds are shipped and title pas
to the customer. The Company requires persuasideree that a revenue arrangement exists, delofdiye
product has occurred, the selling price is fixedi@terminable and collectibility is reasonably asdibefore revent
is realized and earned. Billings under long-tertesaontracts in advance of the shipment of thelg@we recorded
as unearned revenue, which is a liability on tHar@e sheet. Revenue is only recognized for thessactions
when the goods are shipped and all other reveraagnétion criteria are met.

Shipping and Handling Costs: The Company records shipping and handling castprbducts sold to
customers in cost of sales on the Consolidate@®tits of Income.

Advertising Costs: The Company expenses all advertising costs asret. Advertising costs were
$1.0 million in 2007, $1.3 million in 2006 and $0x8llion in 2005.

Income Taxes: The Company uses the liability method in meagutiire provision for income taxes and
recognizing deferred tax assets and liabilitieshenbalance sheet. The Company records a valualtmmance to
reduce the deferred tax assets to the amountstimadiie likely than not to be realized.

The Company adopted Financial Accounting StandBodsd (FASB) Interpretation No. 48 (FIN 48),
“Accounting for Uncertainty in Income Taxes — anelrpretation of FASB Statement No. 109” as of Janda
2007. FIN 48 clarifies the financial statement ggution threshold and measurement attribute okateition taker
or expected to be taken in a tax return in accarelavith Statement No. 109, “Accounting for Incomex@&s”. This
interpretation also provides guidance on derecamnitlassification, interest and penalties, actiognin interim
periods, disclosures and transition. Under FINt48,Company applies a more-likely-than-not recagnithreshold
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for all tax uncertainties. FIN 48 only allows thecognition of those tax benefits that have a grahte 50%
likelihood of being sustained upon examination liy taxing authorities. As a result of adopting B\ the
Company recognized a $1.4 million increase toaterve for uncertain tax positions, which is ineldiéh long-term
income taxes on the Consolidated Balance Sheetinthease was accounted for as an adjustmentameet
earnings as of January 1, 2007. The prior yeassilte were not restated for the adoption of FINSk&e Note P to
the Consolidated Financial Statements.

Net Income Per Share: Basic earnings per share (EPS) is computed bglidiyincome available to common
stockholders by the weighted average number of comshares outstanding for the period. Diluted Efeats the
assumed conversion of all dilutive common stockivejents as appropriate under the treasury stodkade

Reclassification: Certain amounts in prior years have been re¢iedso conform to the 2007 consolidated
financial statement presentation.

New Pronouncements: The FASB issued Statement No. 157, “Fair Valuasleements” in September 2006.
The statement defines fair value, establishesmagveork for measuring fair values and expands distcks about
fair value measurements. The statement emphasiatatr value is a market-based measurement,men#ty-
specific measurement and it should include an agsamabout risk, the impact of any restrictionste use of the
asset and other factors. It revises disclosuréscies on the inputs used to measure fair valuetlame@ffects of the
measurement on earnings for the period. The panwsdf this statement apply to derivative finangiatruments
among other assets and liabilities. The statensesfféctive for fiscal years beginning on or afteivember 15,
2007. The Company will adopt this statement asgifosd as of January 1, 2008 and is in the prosgdstermining
the impact the adoption will have, if any, on itsnSolidated Financial Statements.

The FASB issued Statement No. 159, “The Fair V&p&on for Financial Assets and Financial Liab#gi—
including an amendment of FASB Statement No. 1h3he first quarter 2007. The statement allowstiestto
value financial instruments and certain other itetfair value. The statement provides guidance theelection o
the fair value option, including the timing of thkection and specific items eligible for fair valaecounting
treatment. Changes in fair values would be recaghia earnings. The statement is effective fordigears
beginning after November 15, 2007. As of early 20488 Company does not intend to adopt the optipralisions
of this statement.

The FASB issued Statement No. 160, “Non-controllimgrests in Consolidated Financial Statements, an
amendment of ARB No. 51” in December 2007. Theestaint establishes accounting and reporting staadard
non-controlling interest in a subsidiary and fae tteconsolidation of a subsidiary. It clarifiestthanon-controlling
interest should be classified as a separate compohequity. Among other items, it also changes riccome
attributable to the parent and the non-controliimgrest are presented on the consolidated incoaensent. The
statement is effective for fiscal years beginningoo after December 15, 2008. Early adoption ishimited. The
Company will adopt this statement as proscribe20i@9 and is in the process of determining the imtrecadoptiol
will have, if any, on its Consolidated Financiah®&ments.

The FASB issued Statement No. 141 (Revised 20@8Usihess Combinations” in December 2007. The
statement requires that purchase accounting befasatl business combinations and that an acqbiesdentified
for every combination. It requires the acquirerdoognize acquired assets, liabilities and nonrodlimg interests at
their fair values. It also requires that costs ined to affect the transaction as well as any etguedut not
obligated, restructuring costs be expensed andatmunted for as a component of goodwill or pathefbusiness
combination. The statement revises the accountingdntingent assets and liabilities, deferredsaresearch and
development costs and other items associated w#iméss combinations. The statement is effectivéidoal years
beginning on or after December 15, 2008. Early &dops prohibited. The Company will adopt thistetaent as
proscribed in 2009 and is in the process of det@ngithe impact the adoption will have, if any,itmConsolidated
Financial Statements.
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Note B —Acquisitions

In January 2006, Williams Advanced Materials INWAM), a wholly owned subsidiary, acquired the statk
CERAC, incorporated for $26.2 million in cash, imting advisor fees. CERAC provides physical vampasition
and specialty inorganic materials for the precigiptics, semiconductor and other industries. CERA®(DIoys
approximately 120 people at its Milwaukee, Wiscarfsicility. Goodwill assigned to the transactiotated
$8.7 million.

In October 2005, WAM purchased the stock of ThimFrechnology, Inc. (TFT) of Buellton, Californiarf
$7.9 million in cash. TFT manufactures precisiotiagh coatings, photolithography, thin film hybmidcuits and
specialized thin film coatings. TFT’s products ased in the defense, medical and other commerciekets.
Goodwill assigned to this transaction totaled $8illion.

In May 2005, WAM, through its wholly owned subsidian the Netherlands, purchased the stock of OMC
Scientific Holdings Limited (OMC) of Limerick, Irahd for $4.0 million in cash. OMC provides physieapor
deposition material cleaning and reconditioningieess for customers in the magnetic media and statage,
semiconductor and other markets in Europe. Goodwsigned to this transaction totaled $1.7 million.

The results of the above acquired businesses welieded in the Company’s financial statements sthee
respective acquisition dates. The acquisitionsranleded in the Advanced Materials and Technologagment.
Sales and pre-tax earnings from CERAC, OMC and WEfe individually and in the aggregate immategathte
total Company sales and pre-tax earnings in 20006 2nd 2005. See Note E to the Consolidated Fialanc
Statements for additional information on the inialgassets associated with these acquisitions.

Note C—Inventories
Inventories on the Consolidated Balance Sheetswuargnarized as follows:

December 31,

(Dollars in thousands 2007 2006
Principally average cos
Raw materials and suppli $ 30,33t $ 36,39(
Work in proces: 156,78 124,67(
Finished good 54,53( 56,72
Gross inventorie 241,65 217,78:
Excess of average cost over LIFO inventory vi 76,46¢ 65,83
Net inventories $165,18¢ $151,95(

Average cost approximates current cost. Gross tovies accounted for using the LIFO method totaled
$145.3 million at December 31, 2007 and $130.5iomlat December 31, 2006. The liquidation of LIF®entory
layers reduced cost of sales by $0.4 million in280d $0.6 million in 2006.
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Note D —Property. Plant and Equipment
Property, plant and equipment on the Consolidatdrize Sheets is summarized as follows:

December 31

2007 2006

(Dollars in thousands)
Land $ 795¢ $ 7,84t
Buildings 107,97( 104,28t
Machinery and equipme 416,66: 411,46
Software 21,82¢ 22,01:
Construction in progres 17,39:¢ 7,22(
Allowances for depreciatio (395,736 (379,88)
176,07" 172,95(
Mineral resource 5,02¢ 5,02¢
Mine developmen 7,121 —
Allowances for amortization and depleti (2,050 (2,050
10,10( 2,97¢
Property, plant and equipme— net $186,17! $175,92!

Depreciation expense was $22.7 million in 2007,.628illion in 2006 and $21.5 million in 2005.
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Note E —Intangible Assets
Assets Subject to Amortization

The cost, accumulated amortization and net boakevaf intangible assets subject to amortizatioafas
December 31, 2007 and 2006 and the amortizatioaresepfor each year then ended is as follows:

2007 2006

(Dollars in thousands)
Deferred finance cos

Cost $3,95¢ $ 3,13/

Accumulated amortizatio (2,367) (1,946)

Net book value 1,597 1,18¢
Customer relationshi

Cost 6,35( 6,35(

Accumulated amortizatio (1,65¢) (869

Net book value 4,69z 5,487
Technology

Cost 2,02C 2,02(

Accumulated amortizatio (254) (139

Net book value 1,76¢ 1,887
Patents

Cost 69C 69C

Accumulated amortizatio (690) (569)

Net book value — 121
Customer contrac

Cost 282 282

Accumulated amortizatio (189) (94)

Net book value 94 18¢
License

Cost 22C 22C

Accumulated amortizatio (74) (30

Net book value 14¢ 19C
Total

Cost $13,52: $12,691

Accumulated amortizatio (5,227%) (3,63%)

Net book value $ 8,298 $ 9,067
Aggregate amortization exper $ 1592 §$ 1,54

The aggregate amortization expense is estimatbd &1.3 million in 2008, $1.2 million in 2009, $X&llion in
2010, $1.1 million in 2011 and $0.9 million in 2012

Intangible assets are included in other asseth@@bnsolidated Balance Sheets.
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Assets Not Subject to Amortizatic

The Company’s only intangible asset not subjeentortization is goodwill. A reconciliation of thegdwill
activity for 2007 and 2006 is as follows:

(Dollars in thousands) 2007 2006

Balance at the beginning of the yi $21,84:  $12,74¢
Current year acquisitior 8,60¢
Adjustments to goodwill from prior year acquisiti 11€ 48¢
Other (60) —
Balance at the end of the ye $21,89¢  $21,84:

Costs associated with a potential joint venturelitag $0.1 million were capitalized into goodwitl 2006. The
Company decided not to pursue the joint ventu20id7 and this amount was charged to expense angbydi

All of the goodwill has been assigned to the AdwahB®aterial Technologies and Services segment. lbne
the goodwill acquired in 2007 or 2006 was deduetfbl tax purposes.
Note F— Debt

A summary of long-term debt follows:

December 31,

(Dollars in thousands) 2007 2006
Revolving credit agreeme $ 1,10C  $10,00(
Variable rate demand bonds payable in installmeegsnning in 200! 1,20( 1,80(C
Variable rate promissory no— due in 2021, paid in full in 20C — 80¢
Variable rate industrial development revenue bgradgable in 201! 8,30¢ 8,30¢
10,60¢ 20,91
Current portion of lon-term debt (600 (632
Total $10,00¢  $20,28:

Maturities on long-term debt instruments as of Delser 31, 2007 are as follows:

2008 $ 60C
2009 60C
2010 —
2011 —
2012 1,10¢
Thereaftel 8,30~
Total $10,60¢

In November 2007, the Company entered into a seioured credit agreement with six financial insitins to
replace its $125.0 million asset-based lendindifaciThe agreement provides for a $240.0 millienalving credit
facility comprised of sub-facilities for short alahg-term loans, letters of credit and foreign baiings and expires
in November 2012. The credit agreement also previdean uncommitted incremental facility wherebgder
certain circumstances, the Company may be ablertol additional loans in an aggregate amountmeixteed
$50.0 million. At December 31, 2007, the maximuraikability under this facility was $211.6 millioiThe credit
agreement is secured by substantially all of tisetasof the Company and its direct subsidiarie} thie exception
of non-mining real property and certain other assets.cFadit agreement allows the Company to borrow maie
premium over LIBOR or prime rate and at varying uniéies. The premium resets quarterly according to
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the terms and conditions available under the ageeenit December 31, 2007, there was $1.1 milliotstanding
against the foreign borrowing sub-facility at areege rate of 5.72% and $27.3 million outstandm@jrast the
letters of credit sub-facility.

The Company pays a variable commitment fee thatsepuarterly (0.15% as of December 31, 2007)®f th
available and unborrowed amounts under the revgleredit line.

The credit agreement is subject to restrictive aams including incurring additional indebtednessjuisition
limits, dividend declarations and stock repurchabeaddition, the agreement requires the Companmyaintain a
maximum leverage ratio and a minimum fixed chameecage ratio.

In December 2006, the Company amended and restsi@sket-based revolving credit agreement thatinvas
effect until the placement of the agreement dissdisbove. That agreement consisted of a $125.mikvolving
credit line secured by the Company’s working cdpital estate, machinery and equipment and indadital of
$45.0 million availability on a declining basisdcompensate for any shortfall in the basis of tHateral.
Additionally, the facility was secured by a firin on the stock of certain of the Company’s digetd indirect
subsidiaries. The credit agreement allowed the Gmypo borrow money at a premium over LIBOR or grirate
and at varying maturities. The premium reset quigreecording to the terms and conditions availabider the
agreement. At December 31, 2006, there was $117l®moutstanding against the revolving credit letean averag
rate of 7.40%. The Company paid a commitment fd&26% of the available and unborrowed amounts ithze
asset based revolving credit line. The amendmeahtestatement of this agreement in 2006 providediise
certain allowable transactions, including the addibf a revolving line of credit for the Compasysubsidiary in th
Netherlands, increased limits on precious metat@gents and indebtedness from leasing transaciwhsethel
miscellaneous unsecured transactions. The credieagent was subject to restrictive covenants inmctubbverage,
fixed charges and capital expenditures.

The following table summarizes the Company’s shkena lines of credit. Amounts shown as outstandirey
included in short-term debt on the ConsolidatechBe¢ Sheets.

December 31, 200 December 31, 200!
(Dollars in thousands) Total Outstanding Available Total Outstanding  Available
Domestic $211,58: $ — $211,58: $ 87,61t $ 7,84F $79,77:
Foreign 10,47( 5,07¢ 5,39¢ 10,27 5,204 5,07(
Precious mete 19,82% 19,82: — 15,02¢ 15,02¢ —
Total $241,88. $ 24,907 $216,97¢ $11291¢ $ 28,07¢ $84,84:

The domestic line is committed and includes all-fadilities in the $240.0 million maximum borrowingder
the revolving credit agreement. The Company haswarforeign lines of credit, one of which for 4lion euros is
committed and secured. The remaining foreign laresuncommitted, unsecured and renewed annualy. Th
precious metal facility is secured and renewed altywTrhe average interest rate on short-term detst 2.74% and
4.74% as of December 31, 2007 and 2006, respegtivel

In November 1996, the Company entered into an aggaewith the Lorain Port Authority, Ohio to issue
$8.3 million in variable rate industrial revenuends, maturing in 2016. The variable rate rangeohf8o44% to
4.29% in 2007 and from 3.17% to 4.23% in 2006.

In 1994, the Company re-funded its $3.0 millionuattial development revenue bonds into variable rat
demand bonds. The variable rate ranged from 3.2id/#& 3% in 2007 and from 3.01% to 4.05% during6200
Note G—Leasing Arrangements

The Company leases warehouse and manufacturing,smaat manufacturing and computer equipment under
operating leases with terms ranging up to 25 yé&at expense amounted to $7.9 million, $7.4 rmilliand
$6.6 million during 2007, 2006, and 2005, respetdyivThe future estimated minimum lease paymentteunon-
cancelable operating leases with initial lease $amexcess of one year at December 31, 2007 dodl@ss:
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2008 — $5.6 million; 2009 — $5.2 million; 2010 — .84million; 2011 — $4.4 million; 2012 — $1.9 milloand
thereafter — $12.8 million.

The Company has an operating lease for one ofajsmproduction facilities. This facility is ownday a third
party and cost approximately $20.3 million to bui@tcupancy of the facility began in 1997. Leasgnpents for th
facility continue through 2011 with options for eswal.

The estimated minimum payments are included irpteeeding paragraph. The facility lease is sulifect
certain restrictive covenants including leverageed charges and annual capital expenditures.

Note H —Derivative Financial Instruments and Fair Value Information

The Company is exposed to interest rate, commquiitg and foreign currency exchange rate differsraoread
attempts to minimize the effects of these expostimegigh a combination of natural hedges and tleeotislerivative
financial instruments. The Company has policieseygd by the Board of Directors that establishgheameters fc
the allowable types of derivative instruments taibed, the maximum allowable contract periods, egape dollar
limitations and other hedging guidelines. The Conypaill only secure a derivative if there is anntiéable
underlying exposure that is not otherwise covered hatural hedge. In general, derivatives wilhiedd until
maturity. A derivative may be terminated earlyhiéte is a change in the underlying exposure. Thawimg table
summarizes the fair value of the Company’s outstanderivatives and debt as of December 31, 20072806.

December 31

2007 2006
Notional Carrying Notional Carrying
Amount Amount Amount Amount
(Dollars in thousands)
Asset/(liability)
Foreign currency contracts
Forward contract
Yen $15,04¢ $ (151) $12,767 $ 547
Euro 23,18t (1,169 32,76 (1,229
Sterling 4,38z 97 3,361 (125)
Total $42,61:  $ (1,21¢) $48,897 $ (807)
Options
Yen $ — 9 — $145 % 90
Euro 7,21( (302) 4,487 (96)
Total $721C $ (302 $594 $  (6)
Interest rate exchange contract:
Floating to fixec $23,20. $ (449 $29,55: $ (576
Short and long-term debt —  $(35,509) —  $(48,99()

The fair values equal the carrying amounts in tbagdlidated Balance Sheets as of December 31,2007
2006. The fair value is defined as the amount atkvan instrument could be exchanged in a curransaction
between willing parties, other than in a forcediguidation sale. The fair values of the foreignremcy and interest
rate derivative contracts were calculated by thadies on behalf of the Company using the applécatarket rates
at December 31, 2007 and 2006. The fair value ®@fXbmpany’s debt was estimated using a discourtshl ftow
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analysis based on the Company’s current increméntabwing rates for similar types of borrowingargements.
The derivative fair values were included in the €alidated Balance Sheets as follows:

December 31,

(Dollars in thousands) 2007 2006

Debit/(credit) balanc

Prepaid expenst $ 97 $ 637

Other asset 12 19

Other liabilities and accrued iter (2,079 (1,757

Other lon¢-term liabilities — (28¢)
Total $(1,969)  $(1,389)

The balance sheet classification of the fair valsetependent upon the Compamyights and obligations und
each derivative and the remaining term to matu@tyanges in fair values of derivatives are recoidedcome or
other comprehensive income (loss) (hereafter “O@$ appropriate. A reconciliation of the changeinvalues
and other derivative activity recorded in OCI opra-tax basis for 2007 and 2006 is as follows:

(Dollars in thousands) 2007 2006

Balance in other comprehensive income at Janu $4,92¢ $3,981
Changes in fair values and other current periowisct (2,145 (112
Matured derivative— (credited) charged to exper (4,08f) 1,05
Balance in other comprehensive income (loss) acber 31 $(1,304) $4,92¢

All of the outstanding derivative contracts weraigaated as cash flow hedges at inception. Thégfiore
currency contracts qualified for hedge accountiegtiment as of December 31, 2007 while the outstgridterest
rate swap as of December 31, 2007 does not guatifyedge accounting as the designated hedged tirerwariable
rate portion of an operating lease, was terminatd2ecember 2003. Changes in the swap'’s fair vallesequent to
that time are charged to income or expense indheict period.

Hedge ineffectiveness, including amounts chargech f©OCl and other adjustments to the fair values of
derivatives that did not flow through OCI, was immof $0.1 million in 2007, $0.2 million in 2006c$0.8 million
in 2005 and was included in other-net expense erCtimsolidated Statements of Income.

Assuming no change from the applicable Decembe2@Q7 exchange rates, the $1.3 million balanceG@h O
will be charged to expense during 2008.

Foreign Exchange Hedge Contracts

The Company uses forward and option contracts dgéanticipated foreign currency transactions, ariin
foreign sales. The purpose of the program is ttept@gainst the reduction in value of the foreigrrency
transactions from adverse exchange rate moventembsild the dollar strengthen significantly, therdese in the
translated value of the foreign currency transastishould be partially offset by gains on the hedgdgracts.
Depending upon the method used, the contract maythe benefits from a weakening of the dollareTh
Company'’s policy limits contracts to maturitiesteb years or less from the date of issuance. Thstanding
contracts as of year-end 2007 had maturities rgnginto 15 months as did the outstanding contectsf year-end
2006. Realized gains and losses on foreign exchemmfeacts are recorded in other-net on the Cotesiald
Statements of Income. The total exchange gain)(ladsch includes realized and unrealized gainslasses, was
$(0.6) million in 2007, $1.4 million in 2006 and1${) million in 2005.

Interest Rate Hedge Contracts

The Company attempts to minimize its exposure ter@st rate variations by using combinations ofdirand
variable rate instruments with varying lengths @tuanities. Depending upon the interest rate yielde, credit
spreads, projected borrowing requirements and,reés$ flow considerations and other factors, tbeany may
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elect to secure interest rate swaps, caps, cotlpt@ns or other related derivative instrumentheadge portions of
its interest rate exposure. Both fixed-to-varisdohel variable-to-fixed interest rate instruments maywsed.

The Company terminated a five-year variable-todixgerest rate swap with a notional value of $1fillion
concurrent with the prpayment of the associated variable rate debt ireBéer 2005. The termination resulted |
gain of $0.2 million, which was included in the lgedneffectiveness total stated above.

While the outstanding interest rate swap does nalify for hedge accounting, cash payments madeamived
under this swap will tend to offset changes inititerest payments made on portions of its outstandariable rate
debt not otherwise hedged. The swap’s notionalevdkclines over time and it matures in the fouctarter 2008.
Gains and losses on the swap’s valuation are redaad derivative ineffectiveness within other-nettee
Consolidated Statements of Income.

Copper Price Contracts

The Company purchases and manufactures produdizimioy copper. Purchases are exposed to price
fluctuations in the copper market. However, foigmiicant portion of its copper-based productg @ompany will
adjust its selling prices to customers to reflaet¢hange in its copper purchase price. This progsadesigned to t
profit neutral; i.e., any changes in copper priegher up or down, will be directly passed onhe tustomer.

Historically, the Company used copper price corgréice., swaps and options) to hedge the coppehpse
price for those volumes where price fluctuationsnta be passed on to the customer. The Companysnuaike
receives payments based on a difference betwegadgrice (as specified in each individual contrand the
market price of copper. These payments will offesetchange in prices of the underlying purchasds#fiectively
fix the price of copper at the contracted ratetffigr contracted volume. The Company’s policy lincisenmodity
hedge contracts, including copper price contraotmaturities of 27 months or less from the origofete of
issuance. Realized gains and losses on copper kedgacts are deferred into OCI and then amortiaembst of
sales on the Consolidated Statements of Incomethgenventory turnover period.

During the second half of 2006, the Company inerddke percentage of its sales of coppesed products th
are subject to the copper price pass-through, blyereducing the underlying copper price exposuktha need for
hedging with derivative contracts. The outstandiogtracts that were initially scheduled to matmr@007 were
terminated early at a gain in 2006 and the gaindedsrred into OCI. The deferred gain on theseraotg and other
contracts that matured in the second half of 200de¢d $5.7 million as of December 31, 2006, $5ilan of which
was amortized to cost of sales in 2007. The remgifiD.2 million balance in OCI as of December I 2will be
amortized to cost of sales in 2008. There wereapper swap hedge contracts outstanding as of Dezredih 2007

Note I: Pensions and Other Post-retirement Bend§

The obligation and funded status of the Compangissfpn and other post-retirement benefit planshosvn
below. The Pension Benefits column aggregates eefirenefit pension plans in the U.S., Germany amglaad ani
the U.S. supplemental retirement plan. The OthereBts column includes the U.S. retiree medical kfied
insurance plan.
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(Dollars in thousands)

Change in benefit obligation

Benefit obligation at beginning of ye
Service cos

Interest cos

Plan amendmen

Plan participan’ contributions
Actuarial (gain) los:

Benefit payments from fun

Benefit payments directly by Compa
Expenses paid from assi
Curtailment (gain

Medicare Part D subsic

Foreign currency exchange rate char

Benefit obligation at end of ye

Change in plan asset

Fair value of plan assets at beginning of \
Actual return on plan asse

Employer contribution

Plan participan’ contributions

Benefit payments from fun

Expenses paid from assi

Foreign currency exchange rate char
Fair value of plan assets at end of y

Funded status at end of ye

Amounts recognized in the Consolidated Balance Shiseconsist of:
Other liabilities and accrued iter
Retirement and pc-employment benefit

Amounts recognized in other comprehensive income é¢fore tax) consist of:
Net actuarial (gain) los
Net prior service (credit) co

Amortizations expected to be recognized during nextscal year (before tax):

Amortization of net los
Amortization of prior service crec

Additional information
Accumulated benefit obligation for all defined b&nhpension plan:
For defined benefit pension plans with ben
obligations in excess of plan asst
Aggregate benefit obligatic
Aggregate fair value of plan ass
For defined benefit pension plans with accumuli
benefit obligations in excess of plan ass
Aggregate accumulated benefit obligat
Aggregate fair value of plan ass
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Pension Benefits Other Benefits
2007 2006 2007 2006

$134,12¢ $133,64! $ 31,437 $ 34,45¢
5,001 5,44z 301 29F
7,977 7,448 1,90¢  1,90:
88¢ — — —
(6,620) (7,30 3,10 (1,906
(6,467 (5,247 — —
(109 (106 (3,119 (3,31)
(649) (342 — —
— (556 — —

— — 611 —

585 1,11: — —
134,74: 134,12¢ 34,23¢ 31,43

106,63(  97,52% — —

8,19¢ 11,47¢ — —
4,111 2,761 — —
— 30 — —

(6,467 (5,247 — —
(649) (342 — —

42 42¢ — —
111,87: 106,63 — —

$(22,869 $(27,49¢) $(34,23¢) $(31,43)

$ —$ — $(3,039)8% (2,749
(22,869 (27,499 (31,200 (28,689
$(22,869 $(27,49¢) $(34,23¢) $(31,43)

$ 28,15¢ $ 35,80¢ $  87€ $ (2,229
(6,827  (8,37)) 57 21
$ 21,337 $ 27,431 $ 937 $ (2,209

$ 1,18 NAS$S —  NA
(6449  NIA (36)  N/A
$ 53¢ NA$ (36)  NA

$132,05( $131,54¢ N/A N/A

130,43 129,32¢ N/A N/A
107,13¢ 102,63¢ N/A N/A

127,74 126,74’ N/A N/A
107,13¢ 102,63¢ N/A N/A




Components of Net Periodic Benefit Cost and Other Biounts Recognized in Other Comprehensive Incorr

(Dollars in thousands)

Net periodic benefit cost

Service cos

Interest cos

Expected return on plan ass
Amortization of prior service (benefi
Recognized net actuarial la
Curtailment (gain

Net periodic benefit cos

(Dollars in thousands)

Change in other comprehensive income (OCI)

OCI at beginning of yee

Increase (decrease) in O
Recognized during ye— prior service cost (credi
Recognized during ye— net actuarial (losses) gai
Occurring during yea— prior service cos
Occurring during yea— net actuarial losses (gair
Increase (decrease) prior to adoption of Stateh®&®
Increase (decrease) due to adoption of Statemé
Foreign currency exchange rate char

OCI at end of yea

Pension Benefits Other Benefits
2007 2006 2005 2007 2006 2005

$5,001 $5,44; $5,07 $ 301 $ 295 $ 29¢
7,977 7,44t 6,85, 1,90¢ 1,907 2,24:
(9,007 (855§ (8,94 — @ —  —
(660) (705 (67C) (36) (36) (85
1,82: 2,19¢ 1,30, — @ — @ —
B (o N —
$5,13¢ $5,34¢ $3,61¢ $2,17< $2,167 $2,451

Pension Benefits Other Benefits
2007 2006 2007 2006

$27,437  $36,83( $(2,209 N/A

66C — 36 N/A
(1,829) — — N/A
88¢ — — N/A
(5,817) — 3,10 N/A
— (11,879 — N/A

— 2,43: — (2,209

9) 50 — —

$21,337 $27437 $ 93%  $(2,209

Other Changes in Plan Assets and Benefit ObligatianRecognized in Other Comprehensive Income

(Dollars in thousands)

Pension Benefite Other Benefits
2007 2006 2007 2006

Total cost (benefit) recognized in OCI prior to ption of Statement

No. 158

N/A  $(11,879  N/A N/A

Total cost (benefit) recognized in net periodic dfidrcost and OCI

prior to adoption of Statement No. 1

N/A  $ (6,520  NA  $2,167




Summary of key valuation assumption:

Pension Benefits Other Benefits
2007 2006 2005 2007 2006 2005

Weighted-average assumptions used to determine bene

obligations at fiscal year end
Discount rate 6.44% 6.02% N/A 6.5(% 6.15% N/A
Rate of compensation incree 44% 4.44% N/IA  450(% 4.50% N/A
Weighted-average assumptions used to determine net cost 1

the fiscal year

Discount rate 5.95% 5.61% 5.9&¢% 6.12% 5.75% 6.1%
Expected lon-term return on plan asse 8.4€% 8.47% 8.72% N/A N/A N/A
Rate of compensation incree 4.35% 4.352% 3.5(% 4.5(% 4.5(% 3.5(%

The Company uses a December 31 measurement daie falbove plans. The Company amended the domestic
defined benefit plan during 2005. The amendmengranother items, revised the benefit payout fornfiatahe
majority of the plan participants. The plan amendiveas deemed to be a significant event and the\gés
remeasured accordingly during 2005. The discourtagasumption was changed at the time of the ramsagnt.
Therefore, a discount rate of 6.13% was used fargfahe year and 5.88% was used for the remaiofidre year t
determine the net cost in 2005. The expected leng-tate of return on plan assets and the raterapensation
increase assumptions did not change for the remeasunt.

Effective January 1, 2008, the Company reviseceipected long-term rate of return assumption used i
calculating the annual expense for its domestisjogrplan in accordance with Statement No. 87, “Bygrs’
Accounting for Pensions”. This assumed expected-tenm rate of return was decreased to 8.25% fr&®8with
the impact being accounted for as a change in atginkffective January 1, 2006, the Company rewise@xpecte
long-term rate of return assumption used in catowehe annual expense for its domestic pensian m 8.5%
from 8.75%, with the impact being accounted foaa@hange in estimate.

Management establishes the domestic expected &ngraite of return assumption by reviewing itsdrisal
trends and analyzing the current and projected etadnditions in relation to the plan’s asset atamn and risk
management objectives. Management consults wisideiinvestment advisors and actuaries when eshétj the
rate and reviews their assumptions with the RetreinPlan Review Committee of the Board of Directdise actu
return on domestic plan assets was 5.8% in 2003%d.t 2006 and 6.5% in 2005. The 10-year averagealized
return on domestic plan assets was 6.5% as ofgreh2007 and 7.8% as of year-end 2006. Manageneséatbs
that the 8.25% domestic expected long-term ratetofn assumption is achievable and reasonable gigent
market conditions and forecasts, asset allocatiomestment policies and investment risk objectives

The domestic rate of compensation increase assomgts changed to a flat 4.5% as of January 1,.2006
Previously, a graded assumption was used, withatteeof increase beginning at 2% for the 2003 figear and
increasing 0.75% per year until it would have reath% for the 2007 fiscal year and later.

Assumptions for the defined benefit pension plan&érmany and England are determined separatatytfie
U.S. plan assumptions, based on historical trendscarrent and projected market conditions in Geyrand
England. The plan in Germany is unfunded and the gl England has assets that are 4% of the Congpany
aggregated total fair value of plan assets as af-gad 2007.

2007 2006
Assumed health care trend rates at fiscal year er
Health care trend rate assumed for next: 9.0(% 8.0(%
Rate that the trend rate gradually declines tangalte trend rate 5.0(% 5.0(%
Year that the rate reaches the ultimate trend 201z 201c
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Assumed health care cost trend rates have a signifeffect on the amounts reported for the health plans.
A one-percentage-point change in assumed heakhcost trend rates would have the following effects

1-Percentage- 1-Percentage-

Point Increase Point Decrease
(Dollars in thousands 2007 2006 2007 2006
Effect on total of service and interest cost congs $40 $59 $@36 $ (52
Effect on pos-retirement benefit obligatio 87¢ 66€ (795) (602

Plan Assets

The Company’s domestic defined benefit pension plaighted-average asset allocation at fiscal yrdr2007
and 2006 and target allocation are as follows:

Percentage of Pensio

Plan Assets
Target At Fiscal Year-End

Asset Categon Allocation 2007 2006
Equity securitie: 40-60%  56% 56%
Debt securitie: 15-25%  26% 24%
Real estat 5-15% 8% 10%
Other 15-30%  10% 10%

Total 10C% 10(% 10C%

The Company’s pension plan investment strateggppsoved by the Retirement Plan Review Committety i
employ an allocation of investments that will gexterreturns equal to or better than the projeaed-term growth
of pension liabilities so that the plan will befsieinding. The return objective is to earn a redlrn (i.e., the actual
return less inflation) of 6.0% as measured on gddx-moving-average basis. The allocation of innesits is
designed to maximize the advantages of diversifinathile mitigating the risk to achieve the retwinjective. Risk
is defined as the annual variability in value asdhieasured in terms of the standard deviationwefstment return.
Under the Company'’s investment policies, allowablestments include domestic equities, internatienaities,
fixed income securities and alternative securifigsich include real estate, private venture cajpite¢stments and
hedge funds). Ranges, in terms of a percentadeedbtal assets, are established for each alloveddds of security
Derivatives may be used to hedge an existing sgaurrias a risk reduction strategy. Managemeneresithe asset
allocation on an annual or more frequent basismaakkes revisions as deemed necessary.

None of the plan assets noted above are investiba iGompany’s common stock.

Cash Flows
Employer Contributions

The Company expects to contribute $4.5 milliort$adiomestic pension plan and $3.0 million to itseotbenef
plans in 2008.
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Estimated Future Benefit Paymen
The following benefit payments, which reflect exigecfuture service, as appropriate, are expectée faid:

Other Benefits

Net of
Medicare

Gross Benefi Part D
During Fiscal Years Pension Benefit Payment Subsidy

(Dollars in thousands)

2008 $ 5317 $ 342: $ 3,03:
2009 5,60( 3,51 3,091
2010 6,09( 3,561 3,122
2011 6,49: 3,60(C 3,142
2012 7,21t 3,56: 3,08¢
2013 through 201 44,75¢ 16,89¢ 14,27:

Other Benefit Plans

The Company also has accrued unfunded retiremeamigements for certain directors. The benefit athian
for these arrangements was $0.1 million at Decer8be2007 and $0.1 million at December 31, 2006. A
corresponding accumulated benefit obligation ofsé@mounts has been recognized as a liability amtiuded in
retirement and post-employment benefits as ofelspective year ends. Certain foreign subsidiaiées laccrued
unfunded pension and other post-employment arraagesnThe liability for these arrangements was $#lBon at
December 31, 2007 and $2.5 million at Decembe8@6 and was included in retirement and post-enmpémt
benefits on the Consolidated Balance Sheets.

The Company also sponsors defined contributiongoterailable to substantially all U.S. employeean@any
contributions to the plans are based on matchipgreentage of employee savings up to a specifigdgslevel.
The Company’s annual contributions were $2.9 miliio 2007, $2.5 million in 2006 and $2.3 million2005.

Note J—Contingencies and Commitments
CBD Claims

The Company is a defendant in proceedings in varspate and federal courts by plaintiffs allegingttthey
have contracted chronic beryllium disease (CBDetated ailments as a result of exposure to bemglliPlaintiffs ir
CBD cases seek recovery under theories of negligand various other legal theories and seek corapmysand
punitive damages, in many cases of an unspecitied Spouses, if any, claim loss of consortium. Aiddal CBD
claims may arise.

Management believes the Company has substantexhsies in these cases and intends to contest the sui
vigorously. Employee cases, in which plaintiffs @avhigh burden of proof, have historically invawvelatively
small losses to the Company. Third-party plaintjffgically employees of customers) face a loweden of proof
than do the Company’s employees, but these casesgeaerally been covered by varying levels of iasae.

The Company received enhanced insurance covergg@tasf the legal settlement with its insurershia fourtt
guarter 2007. See Note N to the Consolidated StatesnThe enhanced insurance includes occurrerses ba
coverage for years up to the date of the settlenmesitiding years when the Company did not havelzeryllium-
related product liability insurance. Claims filed third-party plaintiffs alleging beryllium diseafited prior to the
end of 2022 will be covered by this insurance i aortion of the alleged exposure period occurneéalr o
January 1, 2008. Both defense and indemnity coditbevcovered subject to an annual $1.0 milliodaeible and
other terms and provisions.

Although it is not possible to predict the outconfi¢he litigation pending against the Company aad i
subsidiaries, the Company provides for costs réli¢hese matters when a loss is probable andrtiaint is
reasonably estimable. Litigation is subject to mangertainties, and it is possible that some ofitte®ns could be
decided unfavorably in amounts exceeding the Coripaaserves. An unfavorable outcome or settlernéat
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pending CBD case or additional adverse media cgeetauld encourage the commencement of additiamibs
litigation. The Company is unable to estimate dteptial exposure to unasserted claims.

The Company recorded a reserve for CBD litigatib8103 million at December 31, 2007 and $2.1 millat
December 31, 2006. The reserve is included in dtmg-term liabilities on the Consolidated Balargieeets. An
asset of $1.0 million was recorded in other assetthe Consolidated Balance Sheets at Decemb&08%, and
$2.0 million at December 31, 2006 for recoveriesrfrinsurance carriers for outstanding insured cdaamd for prio
settlements initially paid directly by the Companythe plaintiff on insured claims. Settlement payts totaled
$0.1 million in 2007 and less than $0.1 million2i@06.

While the Company is unable to predict the outcarfrte current or future CBD proceedings, basechupo
currently known facts and assuming collectibilifyirsurance, the Company does not believe thatutso of the
current beryllium proceedings will have a mateadlerse effect on the financial condition or cdetv fof the
Company. However, the Company’s results of opematepuld be materially affected by unfavorable itesn one
or more of these cases.

Environmental Proceedings

The Company has an active program for environmeatapliance that includes the identification of
environmental projects and estimating their immacthe Company’s financial performance and avalabsources.
Environmental expenditures that relate to currgmrations, such as wastewater treatment and carfteatborne
emissions, are either expensed or capitalized g®ppate. The Company records reserves for thibgine costs fc
environmental remediation projects. The Compangisrenmental engineers perform routine ongoing yses of
the remediation sites and will use outside constgtto assist in their analyses from time to tideecruals are based
upon their analyses and are established at eliledrdst estimate or, absent a best estimate, kvihend of the
estimated range of costs. The accruals are refasdbe results of ongoing studies and for diffeenbetween
actual and projected costs. The accruals are #estted by rulings and negotiations with regulatagencies. The
timing of payments often lags the accrual, as emvirental projects typically require a number ofrgda complete.

The undiscounted reserve balance was $5.2 millideaember 31, 2007 and $5.1 million at December 31
2006. The long-term portion of the reserve incluttedther long-term liabilities on the Consolidatdlance Sheets
was $4.9 million at December 31, 2007 and $4.5onilat December 31, 2006. The remaining portiothefreserv
in each year was included in other accrued liagditThese reserves cover existing or currentlgdeen projects. It
is possible that additional environmental losseg ow@ur beyond the current reserve, the extentroélvcannot be
estimated.

In 2007, the Company paid $0.1 million againstehgironmental reserve and expensed $0.2 million for
changes in estimates and for a newly identifiedllspnaject. In 2006, the Company paid $0.1 milliagainst the
reserve and expensed $0.3 million for changestimates. There were no new significant environmiesitas or
projects identified in 2006.

Long-term Obligation

The Company has a long-term supply arrangementWhh/Kazatomprom of the Republic of Kazakhstan and
their marketing representative, Nukem, Inc. of Gatitut. The agreement was signed in 2000 and agaeinom
time to time. An amendment in 2003 reduced theiptesvpurchase commitments for copper beryllium evastioy,
added commitments to purchase beryllium vacuumhilists and extended the contract period to 2@&112.
materials under the arrangement are sourced frdra/Klhzatomprom. The annual base purchase comm#rmtat
approximately $7.7 million in 2008. A new price Wk renegotiated for the years 2008 through 2GX22new price
cannot be agreed to, then the material purchadetemninate with the 2008 delivery volumes. Then@any was
still in price negotiations with Nukem as of eairiythe first quarter 2008. The contract allowstfoe Company to
purchase additional quantities of copper beryllimaster alloy up to an annual maximum of 150,00(hdstof
beryllium contained in the master alloy. The pusghaf beryllium vacuum cast billets can be plumerus 10% of
the annual base quantity. The contract was ameind&@D5 to provide an additional quantity of 12@Q@®unds for
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the years 2005 to 2007 above the existing quasitilerchases of beryllium-containing materials fidakem were
$6.4 million in 2007, $9.1 million in 2006 and $#8llion in 2005.

The Company had agreements to purchase statedtmsaot beryl ore, beryllium metal and copper Biaun
master alloy from the Defense Logistics Agencyhef t).S. Government that expired in 2007. The Compan
purchased the remaining quantities of beryl orea@pper beryllium master by December 31, 2006 whige2007
purchases were only for beryllium metal. Purchaseter these agreements totaled approximately $dli®min
2007, $0.7 million in 2006 and $7.5 million in 2008e purchased material served as a raw matepat for
operations within Specialty Engineered Alloys arehflium and Beryllium Composites.

Other

One of the Company’s subsidiaries is a defendaatlnS. legal case where the plaintiff is allegiagent
infringement by the Company and a small numbetsofustomers. The Company has provided an indemnity
agreement to certain of those customers, undervithie Company will pay any damages awarded bydhet.cThe
Company believes it has numerous and strong defepaicable to both the Company and the indenthifie
customers and is contesting this action. Anothergany, which has intervened to claim ownershipheffiatents,
has granted a paid up license for the benefit@fQbmpany and its customers. The Company eariégt $uit
against the plaintiff in the U.S. for wrongful imtidation of its customers and requested that ceabihe plaintiff's
patents be invalidated. The Company also fileditairsAustralia to revoke a corresponding patefite Pustralian
court has ruled in the Company'’s favor while th& Laction is ongoing. A trial date for the pateritingement
action has been reset for the third quarter 2068. Company has not made any payments for damagdashaif of
any customers as of December 31, 2007, nor haSdah®wany recorded a reserve for losses under these
indemnification agreements as of December 31, 206&.Company does not believe a range of potdosaks, if
any, can be estimated at the present time.

The Company is subject to various other legal beoproceedings that relate to the ordinary coofses
business. The Company believes that the resolofitimese proceedings, individually or in the agategwill not
have a material adverse impact upon the Compauwyisalidated financial statements.

The Company has outstanding letters of credititage$17.2 million related to workers’ compensation,
consigned precious metal guarantees, environmegttaddiation issues and other matters that expi2@Q8.
Note K—Common Stock and Stock-based Compensation

The Company has five million shares of Serial Rrefit Stock authorized (no par value), none of wiiahe
been issued. Certain terms of the Serial Prefedtedk, including dividends, redemption and conwrswill be
determined by the Board of Directors prior to isste&

A reconciliation of the changes in the number @frss of common stock issued is as follows (in thads):

Issued as of January 1, 2C 25,527
Exercise of stock optior 30
Issued as of December 31, 2( 25,557
Exercise of stock optior 841
Issued as of December 31, 2( 26,39¢
Exercise of stock optior 29¢€
Vesting of restricted shar 14
Issued as of December 31, 2( 26,70¢

On May 2, 2000 the ComparsyBoard of Directors adopted a share purchasesriglat and declared a divide
distribution of one right for each share of Comngtack outstanding as of the close of business oyn Ma2000.
The plan allows for new shares issued after May2060 to receive one right subject to certain ktidns and
exceptions. Each right entitles the sharehold&utoone one-hundredth of a share of Serial Prefeteck,

Series A, at an initial exercise price of $1100#fat of 450,000 unissued shares of Serial Preferred
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Stock will be designated as Series A PreferredikSteach share of Series A Preferred Stock will titled to
participate in dividends on an equivalent basi®wite hundred shares of common stock and will bidexhto one
vote. The rights will not be exercisable and wil be evidenced by separate right certificated argpecified time
after any person or group acquires beneficial oghiprof 20% or more (or announces a tender offie2@846 or
more) of common stock. The rights expire on May2@®L0, and can be redeemed for $0.01 per rightruettain
circumstances.

New stock incentive plans (the 2006 Stock Incenflan and the 2006 Non-employee Director EquitynPla
were approved at the May 2, 2006 annual meetirghafeholders. These plans authorize the grantiogtadn
rights, stock appreciation rights, performancerietstd shares, performance shares, performance amit restricted
shares. These new plans replaced the 1995 Stoehtlme Plan and the 1997 Stock Incentive Plan fom-simploye:
Directors, although there are still options outdiag under these plans.

Stock Options

Stock options may be granted to employees or nguiegrae directors of the Company. Option rightsténthe
optionee to purchase common shares at a price tmoahgreater than the market value on the dateeofjrant.
Option rights granted to employees generally beceregcisable (i.e., vest) over a four-year period expire ten
years from the date of the grant. Options granteshiployees may also be issued with shorter vepeénigds.
Options granted to non-employee directors vesixim®nths and expire ten years from the date ofjiaat. The
number of options available to be issued is eshéd in plans approved by shareholders.

Prior to January 1, 2006, the Company had adopeedisclosure only provisions of Statement No. 123,
“Accounting for Stock-Based Compensation” and agpthe intrinsic value method in accordance witlBAP
Opinion No. 25, “Accounting for Stock Issued to Hoyges” and related interpretations in accountorgts stock
incentive plans. Accordingly, no expense was reegifdr stock options in the Company’s financiatestaents prior
to 2006.

Effective January 1, 2006, the Company adopted®imnt No. 123 (Revised), “Share-Based Payment”,
hereinafter referred to as Statement 123 (R), wheefses Statement No. 123 and supersedes APBINdh2
revised statement requires compensation costlfeshate-based payments, including employee stotikray to be
measured at fair value and charged against inc@mmpensation cost is determined at the date adtlsed throug
the use of a pricing model and charged againshigcover the vesting period for each award. The Gom@adopte
this statement using the modified prospective nebtimad, as such, the prior period results do ntgceény restated
amounts. Compensation cost on the outstanding sfotténs was less than $0.1 million in 2007 and$fillion in
2006. The expense was recorded within selling, géra@d administrative expense on the ConsolidGtatements
of Income. Operating profit and income before inediaxes were reduced by this same amount accoyding|
Earnings per share was reduced by less than $9200i7 as a result of compensation expense fattiok options
that vested in 2007 and $0.01 in 2006. There wergtock options issued during 2007 and the recoedpdnse we
associated with the outstanding unvested optigugedsin previous periods.

Compensation cost for stock options is recorded straight-line basis over the remaining vestingopgeof the
options. There is no remaining unvested value texXpensed on the outstanding options as of DeceBih&007.
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The following table presents the pro forma effatinet income and earnings per share for 2005 had
compensation cost for the Company’s stock plans bde&rmined consistent with Statement No. 123(R).

(Dollars in thousands except per share dat 2005
Net income, as reporte $17,82¢
Less stock-based compensation expense determied fair value method for all stock options, net of

related income tax bene (1,949
Pro forma net incom $15,87¢
Basic earnings per share, as repo $ 0.9:
Diluted earnings per share, as repo 0.92
Basic earnings per share, pro for 0.8:
Diluted earnings per share, pro fori 0.82

The fair value of stock options was estimated @ngtant date using the Black-Scholes option-pricmuglel
with the following weighted-average assumptionsdptions issued:

2005
Risk-free interest rate 4.72%
Dividend yield 0%
Volatility 42.(%
Expected lives (in year: 6

The following table summarizes the Company’s stotion activity for the year ended December 31,7200

Weighted-
average Weighted-
Exercise Aggregate average
Number of Price Per Intrinsic Remaining
(In thousands, except per share dati Options Share Value Term
Outstanding at December 31, 2( 664 $ 16.3(
Exercisec (29€) 16.7:
Expired/cancelle @ 14.0¢
Outstanding at December 31, 2( 367 159t $10,87¢ 4.96 year
Vested and expected to vest as of December 31, 367 15.9¢ 10,87  4.96 year
Exercisable at December 31, 2( 367 15.9¢ 10,87  4.96 year
Summarized information on options outstanding aedember 31, 2007 follows:
Number Weighted- Weighted-
Outstanding average average
and Remaining Exercise
(In thousands, except per share dati Exercisable Life (in Years) Price
Range of Option Prices
$5.55- $8.10 36 528 $ 6.0¢
$12.15- $14.80 77 4.3z 12.8¢
$15.97- $17.68 19¢ 5.72 17.11
$20.64- $26.72 55 2.91 22.5i
367 4.9¢ $ 15.9¢

Cash received from the exercise of stock optiotaded $5.0 million in 2007, $13.6 million in 2006ch
$0.4 million in 2005. The tax benefit realized fréax deductions from exercises was $2.8 millio2007,
$2.6 million in 2006 and $0 in 2005. The totaliinsic value of options exercised during the yeategh
December 31, 2007, 2006 and 2005 was $9.3 mil§8r2 million and $0.2 million, respectively.
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The weighted-average grant date fair value of otigranted was $17.12 per option during the yedeen
2005. There were no stock options granted in 202006.

Restricted Stock

The Company may grant restricted stock to emplogeedsnon-employee directors of the Company. These
shares must be held and not disposed for a desiypatiod of time as defined at the date of thatgead are
forfeited should the holder’'s employment termindieing the restriction period. The fair market \e@ahf the
restricted shares is determined on the date ajridnet and is amortized over the restriction peridte restriction
period is typically three years.

The fair value of the restricted stock units isedetined based on the stock price on the date ot.grae
weighted-average grant date fair value for 200720@b was $44.98 and $24.77, respectively. There we grants
in 2005.

Compensation cost was $1.3 million in 2007, $0.loniin 2006 and $0.1 million in 2005. The unanimet
compensation cost on the outstanding restrictezkst@s $2.2 million as of December 31, 2007 arekjzected to
be amortized over a weighted-average period of @@ths.

The following table summarizes the restricted stactvity during 2007:

Weighted-average
Grant Date Fair

(Shares in thousands Number of Shares Value

Outstanding at December 31, 2( 5C $ 22.61
Granted 61 44 .9¢
Vested (28 20.8¢
Outstanding at December 31, 2( 83 % 39.8:

Long-term Incentive Plans

Under long-term incentive compensation plans, etvegwfficers and selected other employees reosash or
stock awards based upon the Company’s performareretioe defined period, typically three years. Adgamay
vary based upon the degree to which actual perfiecmaxceeds the pre-determined threshold, targetaximum
performance levels at the end of the performancdedgs& Payouts may be subjected to attainmentrestiold
performance objectives.

Under the 2005 to 2007 long-term incentive planam@s will be paid in cash based upon the share pfithe
Company’s common stock at the end of the performgeciod. Costs are accrued based upon the current
performance projections for the three-year per@ditive to the plan performance levels, the peagmbf requisite
service rendered and changes in the value of thep@noy’s stock. Adoption of Statement 123 (R) ditl imeve a
material impact on the calculation of the accruader this plan and the accrual remained classéfed liability on
the Consolidated Balance Sheet.

Under the 2006 to 2008 and the 2007 to 2009 long-tecentive plans, base awards will be settleshiares of
the Company’s common stock while performance aement in excess of the defined targets will be paichsh
based upon the share price of the Company’s constoak as of the end of the performance period. Gorsation
expense is based upon the performance projectioribd three-year period, the percentage of regussirvice
rendered and the fair market value of the Compaogrsmon stock on the date of the grant. The oftséte
compensation expense for the portion of the awatiktsettled in shares is recorded within sharensleéquity
which totaled $1.9 million for 2007, $0.7 million 2006 and zero in 2005. The related balance irekioiders’
equity was $2.6 million as of December 31, 2007.
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Directors Deferred Compensatic

Non-employee directors may defer all or part ofrtfees into shares of the Company’s common stdbk. fair
value of the deferred shares is determined aththeesacquisition date and is recorded within shadehns’ equity.
Subsequent changes in the fair value of the Compaaynmon stock do not impact the recorded valdeisen
shares.

Prior to December 31, 2004, the non-employee dirediad the election to defer their fees into shafdéhe
Company’s common stock or other specific investsenhe directors may also transfer their deferradunts
between election choices. The fair value of thedetl shares is determined at the acquisitionatadeecorded
within shareholders’ equity with the offset recatdes a liability. Subsequent changes in the faiketazalue of the
Company’s common stock are reflected as a changieiliability and an increase or decrease to esg@en

The following table summarizes the stock activay the directors’ deferred compensation plan dugi@g7:

Weighted-average
Grant Date Fair

(Shares in thousands, except per share da Number of Shares Value

Outstanding at December 31, 2( 88 $ 17.92
Granted 3 45.2;
Distributions (14 45.2¢
Outstanding at December 31, 2( 7 % 27.61

The Company recorded an expense of $0.3 milliotherdirectors’ deferred compensation plan in 2@@v7,
expense of $1.3 million for 2006 and income of $@ilfion in 2005. During the years ended Decembder2907,
2006 and 2005, the weighted-average grant datedhie of shares granted was $45.22, $22.81 an@&17
respectively.

Stock Appreciation Rights

The Company may grant stock appreciation rightsR§&o certain employees and non-employee directors
Upon exercise of vested SARs, the participant reiteive a number of shares of common stock equhktspread
(the difference between the market price of the @amy’s common stock at the time of the exercisethadtrike
price established in the SARs agreement) dividethbycommon stock price. The strike price of théRSAs equal
to or greater than the market value of the Comgaogimmon shares on the day of the grant. The nuofl&#ARs
available to be issued is established by plansoaeprby the shareholders. The vesting period amdifthof the
SARs are established in the SARs agreement aintieedf the grant. The exercise of the SARs is Batidy the
issuance of treasury shares.

In the first quarter of 2007, the Company issugataximately 40,000 SARs at a strike price of $440&2
share. The SARs vest three years from the dateaot g@nd expire in ten years.

Weighted-
average Weighted-
Exercise Aggregate average
Number of Price Per Intrinsic Remaining
SARs Share Value Term
(In thousands, except per share date
Outstanding at December 31, 2( 117 $ 24.0%
Granted 40 44.7:
Outstanding at December 31, 2( 157 29.3t  $ 2,54« 8.54 year
Vested and expected to vest as of December 31, 157 29.3¢ 2,54¢ 8.54 year

Exercisable at December 31, 2( — — — _

The fair value of the SARs granted in 2007 was $22The fair value will be amortized to compensatost
on a straight-line basis over the three-year vggigriod. Compensation cost was $0.7 million, $6ilion and $0

76




for 2007, 2006 and 2005, respectively which isudeld in selling, general and administrative expenke
unamortized compensation cost balance was $1.Bmdk of December 31, 2007.

The fair value of the SARs was estimated on thatgtate using the Black-Scholes pricing model i
following assumptions:

2007 2006
Risk-free interest rat 5.0% 4.6%%
Dividend yield 0% 0%
Volatility 45.1% 44.2%
Expected lives (in year: 6 6

The risk-free rate of return was based upon theetimonth Treasury bill rate at the time the SARs wgented
The Company has not paid a dividend since 2001 shhee price volatility was calculated based upenactual
closing prices of the ComparsyShares at month end over a period of approxisngtalyears prior to the granting
the SARs. This approach to measuring volatilitgassistent with the approach used to calculateofeility
assumption in the valuation of stock options urtderdisclosure only provisions of Statement 128t 2006.
Prior analyses indicated that the Company’s emgayeck options have an average life of approxilyaig years.
Prior to 2006, the Company had not granted SARssignificant number of years. Management beli¢hatthe
SARs have similar features and should function sin@lar manner to employee stock options and fhezea six-
year average expected life was assigned to the $pdrded in 2007 and 20C

Note L —Other Comprehensive Income

The following table summarizes the cumulative renffloss) by component, net of tax, within other
comprehensive income as of December 31, 2007, 2006005:

December 31

2007 2006 2005
(Dollars in thousands)
Foreign currency translation adjustm $ 41  $ (1,589 $ (2,189
Derivative financial instruments (net of taxes $1,859) in 2007, $322 in 20

and $0 in 2005 55E 4,60¢ 3,981
Minimum pension and other retirement plan liabilitet of taxes of $2,902 in

2007, $1,108 in 2006 and $0 in 20! (25,17)  (26,34) (36,830
Total $(24,57¢) $(23,32() $(35,03))
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Note M —Segment Reporting and Geographic Information

Advanced Beryllium

Material Specialty and Engineerec
Technologie:  Engineered  Beryllium Material All

(Dollars in thousands and Services Alloys Composite: Systems Subtotal Other Total
2007
Revenues from external custom $519,94( $289,97. $60,48¢ $70,88¢ $941,28t $14,42: $955,70¢
Intersegment revenu 5,152 3,54¢ 1,062 2,12i 11,88 11,88
Operating profit 59,36¢ 7,58¢ 7,831 4,72¢ 79,51« 4,951 84,46¢
Depreciation, depletion and

amortization 5,34( 12,51( 90C 2,34( 21,09( 2,79( 23,88(
Expenditures for lor-lived asset: 10,33 12,48¢ 5,08¢ 2,96: 30,87 2,67¢ 33,55(
Assets 188,93¢ 229,58. 38,14¢ 26,84! 483,50¢ 67,04: 550,55:
2006
Revenues from external custom $343,44¢ $275,64. $57,627 $68,73¢ $745,45( $17,60¢ $763,05:
Intersegment revenu 4,33: 5,572 73z 3,00( 13,63¢ 27 13,66:
Operating profit (loss 30,53¢ 7,94¢ 7,44¢ 2,74z 48,67¢ (4,834  43,84(
Depreciation, depletion and

amortization 5,77C 12,54( 1,04( 2,43¢ 21,78¢ 2,81¢ 24,60:
Expenditures for lor-lived asset: 6,28: 4,53( 1,92( 1,75€ 14,48¢ 1,03: 15,52
Assets 149,45: 234,36t 33,04: 26,23. 443,090 55,51f 498,60t
2005
Revenues from external custom  $209,54( $213,80' $53,07( $49,95¢ $526,37. $14,89¢ $541,26°
Intersegment revenu 2,752 3,832 72¢ 2,251 9,56: — 9,56:
Operating profit (loss 20,415 (5,35)) 9,84t 663 25,57« (6,065  19,50¢
Depreciation, depletion and

amortization 2,90z 12,23( 96¢ 2,46( 18,56: 3,11 21,67¢
Expenditures for lor-lived asset: 4,00z 7,14C 96& 1,06( 13,161 60¢ 13,77¢
Assets 90,90: 211,66« 32,16( 25,92 360,64¢ 42,05: 402,70:

Intersegment revenue is eliminated in consolidafidre revenues from external customers are preseeteof
intersegment revenues. Segments are evaluated aséngting profit.

The All Other column includes the operating resaft€entrix Technologies Inc., Circuits Processing
Technology, Inc. (CPT) and BEM Services, Inc.waiblly owned subsidiaries, and other corporate pgps.
Zentrix manufactures electronic packages and atheponents for sale to the telecommunications antpciter
and automotive electronics market. In the firstrtpra2007, the Company sold the operating asse@at, a small
facility that manufactured circuitry for defensedaaommercial applications. BEM Services Inc. presd
administrative and financial services to the othesiness in the Company on a cost-plus basis. Tihether assets
include those used by the aforementioned subsédias well as cash and long-term deferred incores ta

Sales from U.S. operations to external domesticfarggn customers were $714.3 million in 2007,
$585.8 million in 2006 and $409.3 million in 20@%venues attributed to countries based upon tlatidoc
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of customers and long-lived assets, which includgerty, plant and equipment, intangible assetsgamdiwill,
deployed by country are as follows:

(Dollars in thousands 2007 2006 2005
Revenue!
United State! $542,75. $499,68. $362,16(
All other 412,95¢ 263,37. 179,10°
Total $955,70¢ $763,05« $541,26°
Long-lived asset:
United State: $203,47: $196,32¢ $183,12°
All other 12,89¢ 10,50¢ 10,44¢
Total $216,36¢ $206,83: $193,57¢

No individual country, other than the United Stat@scustomer accounted for 10% or more of the Cowjs
revenues for the years presented. Revenues frasideuhe United States are primarily from Asia &udope.

Note N—Litigation Settlement Gain

In the fourth quarter 2007, the Company reacheaigaeement to settle a lawsuit against its formsuners. Th
Company originally filed the lawsuit in an attentptresolve a dispute over how insurance coverageldipe
applied to incurred legal defense costs and indgnpaiyments. In the third quarter 2006, the caastied a summe
judgment in the Compa’'s favor and awarded the Company damages of $7l®mito be paid by the Company’s
former insurance providers. The damages represstdg previously paid by the Company over a numbgears
that were not reimbursed by the insurance providére damages also included accrued interest @ thosts. Due
to uncertainties surrounding the appeal processtandltimate collection of the award, the $7.8lionil was never
recorded in the Consolidated Financial Statements.

Under the terms of the settlement, the insurers paysthe Company $17.5 million in cash, providaarced
insurance coverage and apply insurance coveragmste and indemnity payments in a manner consisti¢éimthe
Companys interpretation. See Note J to the Consolidatadrsial Statements. The Company agreed to withds
bad faith claim, which had been scheduled for trighe first quarter 2008, and dismissed its 8gbtthe prior
$7.8 million award.

The Company applied $1.1 million of the settleregeiinst indemnity and defense costs that had been
previously recorded on the Consolidated Balance&i®recoverable costs from the insurance proyjidéth the
remaining $16.4 million of the settlement recordsdncome. The Company incurred $7.7 million irelezpsts
during 2007 pursuing this action. The net $8.7ionlbenefit was recorded as a litigation settlenggih on the
Consolidated Statement of Income.

The $17.5 million proceeds were not received podbecember 31, 2007. However, during the fourtartar
2007, one of the defendants paid $6.2 million diyeto the Company'’s attorneys, reducing the Congfsan
receivable from this settlement as well as the Camfs payable to the attorneys by the same amainet.
remaining $11.3 million due the Company, which wexorded under other receivables on the Consotidd#édance
Sheet as of December 31, 2007, was received eatfeifirst quarter 2008.
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Note O —Interest

Interest expense associated with active constmetiml mine development projects is capitalizedandrtized
over the future useful lives of the related assete. following chart summarizes the interest inedrrcapitalized ar
paid, as well as the amortization of capitalizeeriest for 2007, 2006 and 2005:

(Dollars in thousands 2007 2006 2005

Interest incurres $2,13¢  $4,271 $6,631
Less capitalized intere 37¢ 13€ 25¢
Total net expens $1,76C $4,13¢  $6,377
Interest paic $2,10¢ $3,87/ $7,34¢
Amortization of capitalized interest included instof sales $ 567 $ B2t $ 587

The difference in expense among 2007, 2006 and 2@85due to changes in the level of outstanding aliet
the average borrowing rate. Amortization of deferfieancing costs within interest expense was $tildon in
2007, $0.5 million in 2006 and $1.1 million in 2008e amortization was lower in 2007 and 2006 tha2005 due
to the early termination of debt and the write-@ff$2.8 million of associated deferred financingtsan 2005.

Note P—Income Taxes

Income before income taxes and income taxes (kigaedi comprised of the following components,
respectively:

(Dollars in thousands 2007 2006 2005
Income before income taxe
Domestic $79,54¢ $34,00. $10,86¢
Foreign 3,16( 5,70¢ 2,271
Total before income taxe $82,70f $39,70f $13,137

Income taxes (benefit
Current income taxe:

Domestic $13,15: $ 1,15¢ $ 72C
Foreign 96€ 1,60 44%
Total curren 14,12( 2,761 1,162
Deferred income taxe
Domestic $13,21Ff $ 9,25¢ $ 2,21:
Foreign 1,16( (160 66
Valuation allowanct 92t (21,759 (8,130
Total deferrec 15,30( (12,659 (5,85))
Total income taxes (benef $29,42( $ (9,89¢) $(4,68¢)
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The reconciliation of the federal statutory anctefive income tax rates follows:

2007 2006 2005

Federal statutory ra: 35.(% 34.% 34.(%
State and local income taxes, net of federal téect 0.€ 2.C 3.C
Effect of excess of percentage depletion over deptetion 1.9 (2.7 (6.
Manufacturing production deductic (1.2 — —
Officers’ compensatiol 1.t ilC 1.5
Stock warrant: — — 0.8
Extraterritorial income exclusic — (3.5 (6.€)
Taxes on foreign source incor 1.C 1.3 (1.9
Valuation allowanct — (54.¢) (61.9
Other items (0.2 0.4 1.4
Effective tax rate (benefi 35.6% (24.9% (35.7)%

Included in current domestic income taxes, as shiovtine Consolidated Statements of Income, are
$1.2 million, $1.2 million, and $0.6 million of s&aand local income taxes in 2007, 2006 and 2G3pactively.

The Company made domestic and foreign income tgnpats of $13.8 million, $1.8 million and $2.1 nat
in 2007, 2006 and 2005, respectively.

Deferred tax assets and liabilities are determbesd on temporary differences between the finaregarting
bases and the tax bases of assets and liabiliteferred tax assets and (liabilities) recordeda@onsolidated
Balance Sheets consist of the following:

December 31

(Dollars in thousands 2007 2006
Pos-retirement benefits other than pensi $ 13,637 $13,48¢
Alternative minimum tax cred 9,67 11,145
Other reserve 8,37t 5,81¢
Environmental reserve 1,817 1,71¢
Pension: 7,721 7,83¢
Derivative instruments and hedging activit 622
Net operating loss and credit carryforwi 2,27¢ 16,86
44,12« 56,86
Valuation allowanct (1,247) (31€)
Total deferred tax asse 42,88: 56,54¢
Depreciatior (28,430) (30,39
Amortization (4,135 (3,899
Inventory @) (781)
Derivative instruments and hedging activit — (830)
Capitalized interest expen (67¢€) (68€)
Mine developmen (2,475 (839
Miscellaneous (96) (159
Total deferred tax liabilitie (35,819 (37,589
Net deferred tax ass $ 7,06/ $18,96¢

The Company has deferred income tax assets offetwaluation allowance for state and foreign net
operating loss and state investment tax crediy/fmxwards. The Company intends to maintain a vaduat
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allowance on these deferred tax assets until @atiain event occurs to support reversal of akh gortion of the
allowance.

At December 31, 2007, for income tax purposesCiimpany had foreign net operating loss carryforaard
totaling $4.3 million that do not expire, and sta&t operating loss carryforwards of $20.2 milltbat expire in
calendar years 2008 through 2025. The Company thsgliavestment tax credits of $1.0 million thapies in
calendar years 2008 through 2014 and alternatiménmim tax credit carryforwards totaling $9.7 milithat do not
expire.

The Company files income tax returns in the U.8efal jurisdiction, and in various state, local &miekign
jurisdictions. With limited exceptions, the Compasayo longer subject to US federal examinatioms/éars befor
1999, state and local examinations for years bef6g#l, and foreign examinations for tax years keffl01. The
Company is presently under examination for the imedax filings in state and foreign jurisdictions.

A reconciliation of the Company’s unrecognized @xefits for the year-to-date period ending Decerle
2007 is as follows:

(Dollars in thousands

Balance as of January 1, 2C $5,40¢
Addition to tax positions related to current y 7
Reduction to tax positions related to prior ye (44
Balance as of December 31, 2( $5,36¢

At December 31, 2007, the Company had $5.4 millibanrecognized tax benefits, of which $4.3 million
would affect the Company’s effective tax rate dagnized. The gross unrecognized tax benefitsdiffiér from the
amount that would affect the effective tax rate thuthe impact of foreign country offsets relatiogransfer pricing
adjustments and other offsetting items.

The Company classifies all interest and penalteisiecome tax expense. The Company has recorded
approximately $0.1 million of accrued interest @eehalties related to uncertain tax positions.

The Company may decrease its unrecognized tax ikebgf$1.3 million within the next twelve monthaealto
the potential expiration of statutes of limitation.

A provision has not been made with respect to $&8l#on of unremitted earnings at December 31,2200
because such earnings are considered to be radvieskefinitely. It is not practical to estimate tamount of
unrecognized deferred tax liability for undistribdtforeign earnings.
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Note Q—Earnings Per Share
The following table sets forth the computation asiz and diluted net earnings per share (EPS):

2007 2006 2005

Numerator for basic and diluted EF

Net income (in thousand $ 53288 $ 4960 $ 17,82t
Denominator

Denominator for basic EP:

Weightec-average shares outstand 20,320,00 19,665,00 19,219,00
Effect of dilutive securities
Stock options and SAF 240,00( 542,00( 137,00(
Restricted stoc 28,00( 27,00( 15,00(
Performance restricted sha 24,00( — —
Diluted potential common shar 292,00( 569,00( 152,00(
Denominator for diluted EP!
Adjusted weighte-average shares outstand 20,612,00 20,234,00 19,371,00
Basic EP< $ 26z $ 25z % 0.9:2
Diluted EPS $ 25¢  § 24§ 0.92

There were no shares excluded from the dilutedimgsrper share calculation for 2007 because theg ameti-
dilutive. Options to purchase common stock withreise prices in excess of the average annual shevetotaling
53,000 in 2006 and 817,000 in 2005 were excludea fthe diluted EPS calculations as their effectlddave bee
anti-dilutive.

Note R—Related Party Transactions

The Company had outstanding loans of $0.1 milligth five employees, including one executive officatr
December 31, 2007 and December 31, 2006. The i@aresmade in the first quarter 2002 pursuant &itisurance
agreements between the Company and the employleegortion of the premiums paid by the Companyeated
as a loan from the Company to the employees anlb#ims are secured by the insurance policies, wdnielowned
by the employees. The agreements require each gegpto maintain the insurance policy’s cash sueendlue in
an amount at least equal to the outstanding lokanba. The loans are payable from the insuranoceepds upon th
employee’s death or at an earlier date due to ¢harecence of specified events. The loans beartanest rate equal
to the applicable federal rate. There have beemauifications to the loan terms since the inceptbthe
agreements.

Note S— Subsequent Even

In the first quarter 2008, one of the Company’ssadiaries acquired the operating assets of Techeti-Mc. of
Windsor, Connecticut for $87.4 million in cash. fiazMet produces precision precious metal coatexilile
polymeric films used in a variety of high end apgtions, including diabetes diagnostic test stigxhni-Met
sources the majority of its precious metal requeeta from the Company’s Advanced Material Technielognd
Services segment. Techni-Met employs approximat&lgeople at its two facilities in the Windsor area

The Company financed the acquisition with a comtimmeof cash on hand and borrowings under the new
$240.0 million revolving credit agreement. The fase price included $9.0 million to be held in escpending
resolution of various matters as detailed in thepase agreement. Immediately after the purchasezompany
sold Techni-Met's precious metal inventory to afigial institution for its market value of $24.3llinn and
consigned it back under the existing consignmeieisli
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Note T —Quarterly Data (Unaudited)

The following tables summarize selected quartengricial data for the years ended December 31, 2867
2006:

2007
First Second Third Fourth

(Dollars in thousands except per share dat Quarter Quarter Quarter Quarter Total
Net sales $250,31: $233,56! $230,92¢ $240,90: $955,70¢
Gross profit 69,38¢ 41,781 46,27 39,23« 196,67

Percent of sale 27.7% 17.9% 20.0% 16.3% 20.6%
Net income 23,11« 7,93¢ 9,90¢ 12,32 53,28¢
Net income per share of common stc

Basic 1.1% 0.3¢ 0.4¢ 0.6C 2.62

Diluted 1.1 0.3¢ 0.4¢ 0.6C 2.5¢
Stock price range

High 50.4¢ 61.82 53.0( 58.7¢

Low 30.5¢ 39.7( 34.13 33.51

2006
First Second Third Fourth
Quarter Quarter Quarter Quarter Total

Net sales $167,72: $187,07¢ $200,42¢ $207,82° $763,05:
Gross profit 34,14: 39,81¢ 39,71: 48,49¢ 162,17.

Percent of sale 20.4% 21.3% 19.8% 23.3% 21.3%
Net income 5,221 6,96¢ 7,08 30,32: 49,60:
Net income per share of common stc

Basic 0.27 0.3€ 0.3¢€ 1.52 2.52

Diluted 0.27 0.3t 0.3t 1.4¢ 2.4k
Stock price range

High 21.64 26.9¢ 28.61 36.8¢

Low 15.81 17.67 20.21 22.9¢

Fourth quarter 2006 results include a $21.3 milbenefit related to the reversal of the Compangfeded tax
valuation allowance.
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Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNT ANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

Item 9A. CONTROLS AND PROCEDURES

We carried out an evaluation under the superviaimhwith participation of our management, including
chief executive officer and chief financial officef the effectiveness of the design and operaifasur disclosure
controls and procedures as of December 31, 206500t to Rule 13a-15(e) and 15d-15(e) under tharfies
Exchange Act of 1934, as amended (the “Exchang®.A4sed upon that evaluation, our managemenijdirag
the chief executive officer and chief financialioffr, concluded that our disclosure controls amt@dures were
effective as of the evaluation date.

There have been no changes in our internal coraka@s financial reporting identified in connectiasith the
evaluation required by Rule 13a-15 under the SeesifExchange Act of 1934, as amended, that oadwiweng the
quarter ended December 31, 2007 that have mayesifficted, or are reasonably likely to materialffect, our
internal control over financial reporting.

The Report of Management on Internal Control oveafcial Reporting and the Report of Independent
Registered Public Accounting Firm thereon are eghfin Part Il, Item 8 of this Annual Report onrfFol0-K.

Item 9B. OTHER INFORMATION

None.
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PART IlI

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information under “Election of Directors” ingfproxy statement for our 2008 annual meeting of
shareholders, to be filed with the Securities archange Commission pursuant to Regulation 14Ayderiporated
herein by reference. The information required leynltl0 relating to our executive officers is inclddmder the
caption “Executive Officers of the Registrant” iarPI of this report and is incorporated by refeemto this
section. The information required by Iltem 10 wiéispect to directors, the Audit Committee of the riflazt
Directors and Audit Committee financial expertéisorporated herein by reference from the sectiuitled
“Corporate Governance; Committees of the Boardiofddors — Audit Committee” and “— Audit Committee
Expert, Financial Literacy and Independence” inghexy statement for our 2008 annual meeting ofetihalders to
be filed with the Securities and Exchange Commisgiarsuant to Regulation 14A. The information reediby
Item 10 regarding compliance with Section 16(athef Securities Exchange Act is incorporated byresfee from
the section entitled “Section 16(a) Beneficial Ovatngp Reporting Compliance” in the proxy statenfentour 2008
annual meeting of shareholders to be filed withSkeurities and Exchange Commission pursuant to
Regulation 14A.

We have adopted a Policy Statement on Significamp@ate Governance Issues and a Code of Condlicy Po
that applies to our chief executive officer andisefinancial officers, including the principal fimcial and
accounting officer, controller and other personggeening similar functions, in compliance with afalble
New York Stock Exchange and Securities and Exch&ugemission requirements. These materials, alotiy tive
charters of the Audit, Governance and Organizattmmpensation and Retirement Plan Review Commitieear
Board of Directors, which also comply with applimbequirements, are available on our website at
www.beminc.com and copies are also available upon request blaaneholder to Secretary, Brush Engineered
Materials Inc., 17876 St. Clair Avenue, Clevela@thjo 44110. We make our reports on Forms 10-K, 1410
8-K available on our website, free of charge, assas reasonably practicable after these repartled with the
Securities and Exchange Commission, and any amertdrard/or waivers to our Code of Conduct Policy,
Statement on Significant Corporate Governance $sand Committee Charters will also be made availahlour
website. The information on our website is not mpooated by reference into this annual report om~b0-K.

Item 11. EXECUTIVE COMPENSATION

The information required under Item 11 is incorpedaby reference from the sections entitled “Exieeut
Compensation” and “2007 Director Compensation’hia proxy statement for our 2008 annual meeting of
shareholders to be filed with the Securities andhange Commission pursuant to Regulation 14A.
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Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required under Item 12 regardingdiieial ownership is incorporated by referencerfrine
section entitled “Security Ownership of Certain Bfcial Owners and Management” in the proxy statetnfier our
2008 annual meeting of shareholders to be filetl thie Securities and Exchange Commission pursoant t
Regulation 14A. The Equity Compensation Plan Infation required by Item 12 is set forth in the taiddow.

Equity Compensation Table

Number of Securities
Securities to be Remaining Available
Issued Upon Weighted-average for Future Issuance
Exercise of Exercise Price of Under Equity
Outstanding Outstanding Compensation Plans
Options, Warrants Options, Warrants (Excluding Securities
and Rights and Rights Reflected in Column(a))
Plan Category (a) (b) (©)
Equity compensation plans approved by sec!
holders 807,941 $ 21.642 921,98
Equity compensation plans not approved by
security holder: — —
Total 807,94: $ 21.6: 921,98t

(1) Consists of options awarded under the 1979, 19839,11995 and 2006 Stock Incentive Plans, the 29@0
1997 Non-employee Director Stock Incentive Plarcsthe 2006 Non-employee Director Equity Plan. This
amount includes 75,185 restricted shares, 7,838atesl stock units, and 200,431 performance retsli
shares at the target level. In addition, up to 208 performance shares could be issued if perfocmgoals
are achieved above targ

@ The weighted average calculation does not incled&icted shares, restricted stock units, or perémce
restricted shares as they have no exercise |

(® Represents the number of shares of common stodlallesto be awarded as of December 31, 2007. &ifec
May 2, 2006, all equity compensation awards aretgthpursuant to the shareholder approved 200& Stoc
Incentive Plan and the 2006 M-employee Director Equity Pla

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required under Item 13 is incorpedaby reference from the sections entitled “Reld®arty
Transactions” and “Corporate Governance; Committééise Board of Directors — Board Independencethef
proxy statement for our 2008 annual meeting ofednalders to be filed with the Securities and Exggan
Commission pursuant to Regulation 14A.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required under Item 14 is incorpedaby reference from the section entitled “Radifion of
Independent Registered Public Accounting Fiohthe proxy statement for our 2008 annual meeatinghareholdel
to be filed with the Securities and Exchange Corsmispursuant to Regulation 14A.
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PART IV

Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(@) 1. Financial Statements and Supplemental Infor@tion

The financial statements listed in the accompaniridgx to financial statements are included in Rattem 8.

(@) 2. Financial Statement Schedules

The following consolidated financial informatiorrfine years ended December 31, 2007, 2006 andi2005
submitted herewith:

Schedule Il — Valuation and qualifying accounts.

All other schedules for which provision is madehe applicable accounting regulations of the Séiesrand
Exchange Commission are not required under théegklastructions or are inapplicable, and therefaree
been omitted.

(a) 3. Exhibits

All documents referenced below were filed pursdarihe Securities Exchange Act of 1934 by Brush
Engineered Materials Inc., file number 001-15888esss otherwise noted.

(3a)

(3b)

(4a)

(4b)

(4¢)

(4d)

(4e)

(49)

(49)

(4h)

Amended and Restated Articles of Incorporation afdB Engineered Materials Inc. (filed as
Annex B to the Registration Statement on Form 8ed by the Company on February 1, 2000,
RegistratiorNo. 33:-95917),incorporated herein by referen:

Amended and Restated Code of Regulations of BrugfinEered Materials Inc. (filed as Exhibit 4b
to the Current Report on Form 8-K filed by Brushlitvdan Inc. on May 16, 2000), incorporated
herein by referenci

Rights Agreement, dated as of May 10, 2000, bytstdieen Brush Engineered Materials Inc. and
National City Bank, N.A. as Rights Agent (filed Bghibit 4a to the Current Report

Form 8-K filed by Brush Engineered Materials Inn.May 16, 2000), incorporated herein by
reference

First Amendment to Rights Agreement, dated as afeDwer 7, 2004, by and between Brush
Engineered Materials Inc. and LaSalle Bank, N.ARagts Agent (filed as Exhibit 4.1 to the
Current Report on Form 8-K filed by Brush Engineekéaterials Inc. on December 13, 2004),
incorporated herein by referen:

Indenture Modification between Toledo-Lucas Countyt Authority, dated as of May 30, 2003
(filed as Exhibit 4 to the Quarterly Report on FatfrQ filed by Brush Engineered Materials Inc.
on August 11, 2003), incorporated herein by refeee

Pursuant to Regulation S-K, Item 601(b)(4), the @any agrees to furnish to the Commission,
upon its request, a copy of the instruments deditie rights of holders of long-term debt of the
Company that are not being filed with this rep

Amended and Restated Credit Agreement dated JaBtaB007 among Brush Engineered
Materials Inc. and other borrowers and J. P. Mol@hase Bank, N.A, acting for itself and as agent
for certain other banking institutions as lendéifsd as Exhibit 99.1 to the Company’s Form &K
January 31, 2007), incorporated herein by referg(8gperseded by Exhibit 4

Credit Agreement dated November 7, 2007 among BEmgfineered Materials Inc. and other
borrowers and JPMorgan Chase, N.A., acting folfitsed as agent for certain other banking
institutions as lenders (filed as Exhibit 99.1he Company’s Form 8-K on November 7, 2007),
incorporated herein by referen:

First Amendment to Credit Agreement dated Decer@beR007 among Brush Engineered
Materials Inc. and other borrowers and JPMorgars€hi.A., acting for itself and as agent for
certain other banking institutions as lenders d¢fées Exhibit 99.1 to the Current Form 8-K filed by
Brush Engineered Materials Inc. on December 267p00corporated herein by referen

Amended and Restated Precious Metals Agreemend @atgtember 28, 2007 between Brush
Engineered Materials Inc. and The Bank of Nova i&qfited as Exhibit 99.1 to the Current Report
on Form 8-K filed by Brush Engineered Materials.lan October 2, 2007), incorporated herein by
reference. (Superseded by Exhibit .
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(40)

(10a)*

(10b)*

(10c)*

(10d)*
(10e)*

(10f)*

(10g)*

(10h)*
(10i)*
(10)*

(10k)*

(101)*

(10m)*#
(10n)*

(100)*#
(10p)*

(10g)*

(101)*

(10s)*

Second Amended and Restated Precious Metals Agreetated December 28, 2007 between
Brush Engineered Materials Inc. and The Bank of &NSeotia (filed as Exhibit 99.1 to the Curt
Report on Form 8-K filed by Brush Engineered Matisrinc. on December 28, 2007),
incorporated herein by referen:

Form of Indemnification Agreement entered into by Company and its executive officers and
key employees (filed as Exhibit 10.2 to the Curfeaport on Form 8-K filed on May 5, 2005),
incorporated herein by referen:

Form of Indemnification Agreement entered into by Company and its directors (filed as
Exhibit 10.1 to the Current Report on Form 8-Kdilen May 5, 2005), incorporated herein by
reference

Form of Severance Agreement for Executive Offi¢éksd as Exhibit 10f to the Company’s
Form 10-K Annual Report for the year ended Decen3tie?001), incorporated herein by
reference. (Superseded by Exhibit 1(

Form of Severance Agreement for Executive Offi¢élsd as Exhibit 10.6 to Amendment No. 1
to the Current Report cForm &K filed on February 16, 2007), incorporated hereimdfgrence
Form of Severance Agreement for Key Employeesdfds Exhibit 10.5 to the Current Report on
Form &K filed on May 8, 2006), incorporated herein by refare.

Form of Executive Insurance Agreement enteredhbgtthe Company and certain employees
dated January 2, 2002 (filed as Exhibit 10g toGbenpany’s Form 10-K Annual Report for the
year ended December 31, 1994), incorporated hbyeiaference

Form of Trust Agreement between the Company andagt Company of Ohio, N.A. (former
Ameritrust Company National Association) on belwdithe Company’s executive officers (filed
as Exhibit 10e to the Company’s Form 10-K Annuap®&efor the year ended December 31,
1994), incorporated herein by reference. Form &8d€ifon February 7, 2005), incorporated herein
by reference

2006 Management Performance Compensation Plad é8eExhibit 10.1 to the Current Repor
Form &K filed on February 8, 2006), incorporated hereimdfgrence

2007 Management Performance Compensation Plad é8eExhibit 10.1 to Amendment No. 1 to
the Current Report cForm &K filed on February 16, 2007), incorporated hereimdfgrence
2008 Management Performance Compensation Plad é8eExhibit 99.1) to the Current Report
onForm &K filed on February 12, 2008), incorporated hereindfgrence

Long-term Incentive Plan for the performance pedaduary 1, 2004 through December 31, 2006
(filed as Exhibit 10.2 to the Current Report onrR@-K filed on February 8, 2006), incorporated
herein by referenci

Long-term Incentive Plan for the performance pedaduary 1, 2005 through December 31, 2007
(filed as Exhibit 10.5 to the Current Report onR@-K filed on February 7, 2005), incorporated
herein by referenci

Long-term Incentive Plan for the performance period aand, 2006 through December 31, 2(
Long-term Incentive Plan for the performance pedaduary 1, 2007 through December 31, 2009
(filed as Exhibit 10.2 to Amendment No. 1 to ther@at Report on Form 8-K filed on

February 16, 2007), incorporated herein by refeze

Long-term Incentive Plan for the performance period aaynd, 2008 through December 31, 2(
1979 Stock Option Plan, as amended pursuant taaglpof shareholders on April 21, 1982 (filed
by Brush Wellman Inc. as Exhibit 15A to Post-EffeetAmendment No. 3 to Registration
StatemenNo. 2-64080),incorporated herein by referen:

Amendment, effective May 16, 2000, to the 1979 Btption Plan (filed as Exhibit 4b to Post-
Effective Amendment No. 5 to Registration StatemmnEorm S-8, No. 2-64080), incorporated
herein by referenci

1984 Stock Option Plan as amended by the Boardret@rs on April 18, 1984 and February 24,
1987 (filed by Brush Wellman Inc. as Exhibit 4.4Registration Statement on Form S-8,

No. 3:-28605),incorporated herein by referen:

Amendment, effective May 16, 2000, to the 1984 Kption Plan (filed as Exhibit 4b to Post-
Effective Amendment No. 1 to Registration StatemmnEorm S-8, No. 2-90724), incorporated
herein by referenci
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(10t)*

(10u)*

(10v)*

(20w)*

(10x)*

(10y)*

(102)*

(10aa)*
(10ab)*
(10ac)*

(10ad)*
(10ae)*
(10af)*
(10ag)*
(10ah)*
(10ai)*
(10aj)*
(10ak)*4
(10al)*
(10am)*
(10an)*#
(10a0)*
(10ap)*

(10aq)*

(10an)*

1989 Stock Option Plan (filed as Exhibit 4.5 to R&gtion Statement on Form S-8,

No. 3:-28605),incorporated herein by referen:

Amendment, effective May 16, 2000, to the 1989 BtOption Plan (filed as Exhibit 4b to Post-
Effective Amendment No. 1 to Registration StatenanEorm S-8, No. 33-28605, incorporated
herein by referenct

1995 Stock Incentive Plan (as Amended March 3, 1688d as Appendix A to the Company’s
Proxy Statement dated March 16, 1998), incorporaézdin by referenc

Amendment, effective May 16, 2000, to the 1995 Ktacentive Plan (filed as Exhibit 4b to Post-
Effective Amendment No. 1 to Registration Stateniémt 333-63357), incorporated herein by
reference

Amendment No. 2, effective February 1, 2005, to1885 Stock Incentive Plan (filed as

Exhibit 10.4 to the Current Report on Form 8-Kdilen February 7, 2005) incorporated herein by
reference

2006 Stock Incentive Plan (filed as Exhibit 10.1He Current Report on Form 8-K filed on

May 8, 2006), incorporated herein by referer

Amendment No. 1, effective January 1, 2007, toBhesh Engineered Materials Inc. 2006 Stock
Incentive Plan (filed as Exhibit 10z to the Compariyorm 10-K Annual Report for the year
ended December 31, 2006), incorporated hereinfeyemece

Form of Nonqualified Stock Option Agreement, (filasl Exhibit 10t to the Company’s

Annual Report for the year ended December 31, 2b@byporated herein by referen:

Form of Nonqualified Stock Option Agreement (filesl Exhibit 10.7 to the Current Report on
Form &K filed on February 7, 2005) incorporated hereindfgmrence

Form of Nonqualified Stock Option Agreement for Miarnett (filed as Exhibit 10.6 to the
Current Report oForm &K filed on February 7, 2005) incorporated hereindfgmence

Form of Special Restricted Stock Agreement (filedEahibit 10w to the Company’s

Form 10-K Annual Report for the year ended Decen3fie2004) incorporated herein by
reference

Form of 2004 Special Restricted Stock Agreemelgdfas Exhibit 10x to the Company’s

Form 10-K Annual Report for the year ended Decen3fie2004) incorporated herein by
reference

Form of 2007 Restricted Stock Agreement (filed &bkikit 10.3 to Amendment No. 1 to the
Current Report oForm &K filed on February 16, 2007), incorporated hereimdfgrence

Form of 2008 Restricted Stock Agreeme

Form of 2005 Performance Share Agreement (fileBxdsbit 10y to the Company’s

Form 10-K Annual Report for the year ended Decen3fie2004) incorporated herein by
reference

Form of 2006 Performance Restricted Share and feaftce Share Agreement (filed as

Exhibit 10.2 to Amendment No. 1 to the Current Répa Form 8-K filed on May 8, 2006),
incorporated herein by referen:

Form of 2007 Performance Restricted Share and freaftce Share Agreement (filed as

Exhibit 10.4 to the Current Report on Form 8-Kdilen February 16, 2007), incorporated herein
by reference

Form of 2008 Performance Restricted Share and feaftce Share Agreeme

Form of 2006 Stock Appreciation Rights Agreemeitédfas Exhibit 10.3 to the Current Report
onForm &K filed on May 8, 2006), incorporated herein by refare.

Form of 2007 Stock Appreciation Rights Agreemeit¢dfas Exhibit 10.5 to Amendment No. 1
the Current Report cForm ¢-K filed on February 16, 2007), incorporated hereimdfgrence
Form of 2008 Stock Appreciation Rights Agreem:

Supplemental Retirement Plan as amended and m®atember 1, 1992 (filed as Exhibit 10n to
the Company’s Form 10-K Annual Report for the yemded December 31, 1992), incorporated
herein by referenct

Amendment No. 2, adopted January 1, 1996, to Sappital Retirement Benefit Plan as amet
and restated December 1, 1992 (filed as ExhibitthGbe Company’s Form 10-K Annual Report
for the year ended December 31, 1995), incorpoitateein by referenc

Amendment No. 3, adopted May 5, 1998, to Suppleaié&etirement Benefit Plan as amended
and restated December 1, 1992 (filed as Exhibitd@kse Company’s Form 10-K Annual Report
for the year ended December 31, 1998), incorpotateein by referenc

Amendment No. 4, adopted December 1, 1998, to 8upgital Retirement Benefit Plan as
amended and restated December 1, 1992 (filed aibiELBt to the Company’s

Form 10-K Annual Report for the year ended Decen3lier1 998), incorporated herein by
reference
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(10as)*

(10at)*

(10au)*

(10av)*

(10aw)*

(10ax)*

(10ay)*

(10az)*

(10ba)*

(10bb)*

(10bc)*

(10bd)*

(10be)*

(10bf)*

(10bg)*

(10bh)*

(10bi)*

(10bj)*

(10bk)*

Amendment No. 5, adopted December 31, 1998, tolBomgmtal Retirement Benefit Plan as
amended and restated December 1, 1992 (filed abiEXBu to the Company’s

Form 10-K Annual Report for the year ended Decen3tie1 998), incorporated herein by
reference

Amendment No. 6, adopted September 1999, to SugpirhRetirement Benefit Plan as
amended and restated December 1, 1992 (filed aibiE£Bu to the Company’s

Form 10-K Annual Report for the year ended Decen3tie?000), incorporated herein by
reference

Amendment No. 7, adopted May 2000, to Supplemd&atifement Benefit Plan as amended and
restated December 1, 1992 (filed as Exhibit 10théoCompany’s Form 10-K Annual Report for
the year ended December 31, 2000), incorporatesirhby reference

Amendment No. 8, adopted December 21, 2001, toISopgmtal Retirement Benefit Plan as
amended and restated December 1, 1992 (filed aibiE£Bu to the Company’s

Form 10-K Annual Report for the year ended Decen3tie?000), incorporated herein by
reference

Amendment No. 9, adopted December 22, 2003, toIBoygmtal Retirement Benefit Plan as
amended and restated December 1, 1992 (filed abiELBs to the Company’s

Form 10-K Annual Report for the year ended Decem3tie?000), incorporated herein by
reference

Key Employee Share Option Plan (filed as Exhillt #. the Registration Statement on Form S-8
No. 33%-52141filed by Brush Wellman Inc. on May 5, 1998, incorgied herein by referenc
Amendment No. 1 to the Key Employee Share Optiam Rleffective May 16, 2005) (filed as
Exhibit 4b to Post-Effective Amendment No. 1 to Rémtion Statement on Form S-8,

No. 33:-52141),incorporated herein by referen:

Amendment No. 2 to the Key Employee Share Optiam lated June 10, 2005 (filed as

Exhibit 10aw to the Company’s Form 10-K Annual Refor the year ended December 31,
2006), incorporated herein by referer

1997 Stock Incentive Plan for Non-employee Diresit@As Amended and Restated as of May 1,
2001) (filed as Appendix B to the Company’s Proxgt&ment dated March 19, 2001),
incorporated herein by referen:

Amendment No. 1 to the 1997 Stock Incentive PlarNfon-employee Directors, (filed as
Exhibit 10gg to the Company’s Form 10Afinual Report for the year ended December 31, 2
incorporated herein by referen:

Form of Nonqualified Stock Option Agreement for Nemployee Directors (filed as

Exhibit 10mm to the Company’s Form 10-K Annual Regdor the year ended December 31,
2004), incorporated herein by referer

1992 Deferred Compensation Plan for Non-employeedirs (As Amended and Restated as of
December 2, 1997) (filed as Exhibit 4d to the Regt®on Statement on Form S-8,

filed by Brush Wellman Inc.), incorporated herejnrbference

2000 Reorganization Amendment, dated May 16, 2@0the 1997 Deferred Compensation Plan
for Non-employee Directors (filed as Exhibit 4bRost-Effective Amendment No. 1 to
Registration StatemeNo. 33:-63353),incorporated herein by referen:

Amendment No. 1 (effective September 11, 20017011997 Deferred Compensation Plan for
Non-employee Directors (filed as Exhibit 4c to the Qmamy’s Post-Effective Amendment No. 1
to Registration StatemeNo. 33:-74296),incorporated herein by referen:

Amendment No. 2 (effective September 13, 2004h¢01i997 Deferred Compensation Plan for
Non-employee Directors (filed as Exhibit 10.1 to then@pany’s Form 10-Q Quarterly Report for
the quarter ended October 1, 2004), incorporategiméy reference

Amendment No. 3 (effective January 1, 2005) toltb@7 Deferred Compensation Plan for Non-
employee Directors (filed as Exhibit 10rr to thenGmany’s Form 10-KAnnual Report for the ye
ended December 31, 2004) incorporated herein leyaete

2005 Deferred Compensation Plan for Non-employeedurs (effective January 1, 2005) (filed
as Exhibit 10.2 to the Current Report on Form 8l&dfby Brush Engineered Materials Inc. on
December 13, 2004), incorporated herein by refexe

2006 Non-employee Director Equity Plan (filed asibit 10.6 to the Current Report on

filed 8, 2006), incorporated herein by referer

Amendment No. 1 (effective January 1, 2007) toBh&sh Engineered Materials Inc. 2006 Non-
employee Director Equity Plan (filed as Exhibit b the Company’s Form 10-Knnual Repor
for the year ended December 31, 2006) incorporadeein by referenct
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(10bl)*

(10bm)*

(10bn)*

(10bo)*

(10bp)*

(10bg)*

(10br)*

(10bs)

(10bt)

(10bu)

(10bv)

(10bw)#

(21)
(23)
(24)
(31.1)
(31.2)
(32.1)

Amendment No. 2 (effective February 8, 2007) toBhesh Engineered Materials Inc. 2006 Non-
employee Director Equity Plan. (Filed as Exhibibiltd the Company’s Form 10-K Annual
Report for the year ended December 31, 2006) imcatpd herein by referenc

Executive Deferred Compensation Plan Il (effectlaauary 1, 2005) (filed as Exhibit 10.21 to
Current Report on Form 8-K filed by Brush Enginekkéaterials Inc. on December 13, 2004),
incorporated herein by referen:

Amendment No. 1 to the Executive Deferred Compéms#&lan Il (effective January 1, 2005)
(filed as Exhibit 10.3 to the Current Report onfR@-K filed by Brush Engineered Materials Inc.
on February 8, 2006), incorporated herein by refese

Amendment No. 2 to the Executive Deferred Compémsd#tlan Il (effective January 1, 2005)
(filed as Exhibit 10bl to the Company’s Form 10-Krual Report for the year ended
December 31, 2006), incorporated herein by refexe

Trust Agreement between the Company and Fidelirgdtments dated September 26, 2006 for
certain deferred compensation plans for Non-em@dyeectors of the Company (filed as
Exhibit 99.4 to the Current Report on Form 8iléd on September 29, 2006), incorporated he
by reference

Trust Agreement between the Company and Fifth Thiaded March 10, 2005 relating to the
2005 Executive Deferred Compensation Plan |l (fasdExhibit 10ww to the Company’s

Form 10-K Annual Report for the year ended Decen3fie2004), incorporated herein by
reference

Trust Agreement between the Company and Fifth TBadk dated September 25, 2006 relating
to the Key Employee Share Option Plan (filed asilk89.3 to the Current Report on

Form &K filed on September 29, 2006), incorporated hergirefierence

Lease dated as of October 1, 1996, between Brudlméfelnc. and Toledo-Lucas County Port
Authority (filed as Exhibit 10v to the Company’sio10-K Annual Report for the year ended
December 31, 1996), incorporated herein by refexe

Amended and Restated Inducement Agreement witRthéential Insurance Company of
America dated May 30, 2003 (filed as Exhibit 1@te Company’s Form 10-Q Quarterly Report
for the quarter ended June 27, 2003), incorporadedin by referenct

Amended and Restated Supply Agreement between RWem, Inc. and Brush Wellman Inc.
for the sale and purchase of beryllium productsdfas Exhibit 10 to the Company’s

Form 10-Q Quarterly Report for the quarter endegat&aber 26, 2003), incorporated herein by
reference

Supply Agreement between the Defense Logistics agend Brush Wellman Inc. for the sale
and purchase of beryllium products (filed as Exthiitt to the Company’s Form 10-K Annual
Report for the year ended December 31, 2004), purated herein by referenc

Asset Purchase Agreement by and between WilliamsaAcked Materials Inc. and Techni-Met,
Inc. dated December 20, 20(

Subsidiaries of the Registre

Consent of Ernst & Young LL

Power of Attorney

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

Certification of Chief Financial Officer require¢ Rule 13i-14(a)or 15¢-14(a)

Certification of Chief Executive Officer and Chieinancial Officer required by 18 U.S.C.
Section 135(

* Denotes a compensatory plan or arrangen

# Filed herewitr
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

By: /s/ RICHARD J. HIPPLE

BRUSH ENGINEERED MATERIALS INC.
By: /s/ JOHN D. GRAMPA

Richard J. Hipple

Chairman of the Board, President

and Chief Executive Office

February 29, 2008

John D. Grampa
Sr. Vice President Finance
and Chief Financial Office

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpithe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

/s/ RICHARD J. HIPPLE

Richard J. Hipple

/s/ JOHN D. GRAMPA

John D. Grampa

/s/ ALBERT C. BERSTICKER*

Albert C. Bersticker’
/s/ JOSEPH P. KEITHLEY*

Joseph P. Keithley
/sl WILLIAM B. LAWRENCE*

William B. Lawrence*

/s WILLIAM P. MADAR*

William P. Madar*
/s/ WILLIAM G. PRYOR*

William G. Pryor*
/s/ N. MOHAN REDDY*

N. Mohan Reddy’
/s/ WILLIAM R. ROBERTSON*

William R. Robertson’

/s/  JOHN SHERWIN, JR.*

John Sherwin, Jr.

Chairman of the Board, President,
Chief Executive Officer and
Director
(Principal Executive Officer

Sr. Vice President Finance
and Chief Financial Officer
(Principal Financial and

Accounting Officer)

Director

Director

Director

Director

Director

Director

Director

Director

February 29, 2008

February 29, 2008

February 29 2008

February 29, 2008

February 29, 2008

February 29, 2008

February 29, 2008

February 29, 2008

February 29, 2008

February 29, 2008

*The undersigned, by signing his name hereto, dagsand execute this report on behalf of eachefbove-
named officers and directors of Brush Engineeretekiigs Inc., pursuant to Powers of Attorney exeduiy each
such officer and director filed with the Securiteasd Exchange Commission.

By: /s/ JOHN D. GRAMPA

John D. Grampa
Attorney-in-Fact
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SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES
Years ended December 31, 2007, 2006 and 2005

COL. A COL.B COL.C COL.D COL.E
ADDITIONS
o 1) (2 )
Balance at Beginning Charged to Cost: Charged to Other Deduction- Balance at Enc
DESCRIPTION of Period and Expenses Accounts-Describe Describe of Period
Year ended December 31, 2C
Deducted from asset accour
Allowance for doubtful accounts
receivable $ 1,822,000 $ (300,000 $ 0 $ 402,000 $ 1,120,00
Inventory reserves and
obsolescenc $ 4,455,000 $ 2,744,000 $ 0 $3,851,000(0 $ 3,348,00
Year ended December 31, 2C
Deducted from asset accour
Allowance for doubtful accounts
receivable $ 1,315,000 $ 856,00 $ 0 $ 349,000(F) $ 1,822,000
Inventory reserves and
obsolescenc $ 2,711,000 $ 1,348,000 $ 1,554,000(H $1,158,000() $ 4,455,00
Year ended December 31, 2C
Deducted from asset accour
Allowance for doubtful accounts
receivable $ 1,555,000 $ 161,000 $ 0 $ 401,000(F) $ 1,315,00
Inventory reserves ar
obsolescenc $ 3,166,000 $ 1,709,000 $ 0 $2,164,000(0 $ 2,711,001

Note (A)— Beginning balance from acquisitit
Note (B)— Bad debts writte-off, net of recoverie

Note (C)— Inventory write-off
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Exhibit 10m

Brush Engineered Materials Inc. and Subsidiaries
Long-Term Incentive Plan (LTIP)

Performance Period January 1, 2006
through December 31, 2008

I. Introduction

The Long-Term Incentive Plan (LTIP) provideséantive compensation to eligible employees basdapily on financial performance
over mult-year periods

Il. Definitions

Performance Peric: January 1, 2006 through December 31, Z

Business Unit Performan:: The Plan has designated the following BusinesssUor the Performance Peric

Corporate
Alloy/Utah
Be Products
T™I

WAM

Each business unit has defined financial messwhich have been approved by the OrganizatiorCamdpensation Committee of the
Board of Directors. These measures are expressethasshold, target and maximu

Base Compensatic: The participar's annual base salary in effect at the start oP#réormance Perioi

[l. Participation

Participants include only those individuals ware approved by the Organization and Compens@tionmittee of the Board to
participate.

Following the beginning of the Performance &&rnew hires or individuals who are promoted witnificant additional
responsibilities prior to July 1, 2006, may

eligible for participation. Such participatiomust be confirmed by the Organization and Compé@rs&ommittee of the Board. The
eligibility of employees hired after June 30, 2084l not be considered until the subsequent Perforce Perioc




Participants must be employed on the last ddlyeoPerformance Period in order to be eligibledio award. If a participant retires under
a Company pension plan, any award will be prorageskd on time employed during the Performance éeubonly if the participant
worked at least or-half of the Performance Peric

Should a participant die or become permanetiigbled or should there occur a Parent Companygzhim Control, the participant (or
their spouse or estate) shall receive full payneétiie award for the entire Performance Perioth@fTtarget level
IV. Performance Award Opportunity

The Organization and Compensation Committee oBiberd of Directors will establish Threshold, Targatt Maximum financial targ:
levels for each corporate and business |

The award opportunity for each eligible papant will be approved by either the Organizatiod @ompensation Committee or Senior
Management

For the entire Performance Period 2006 thra2@)8, the target opportunity will be a single (bpportunity for Corporate and all
business units

Awards will commence once the Threshold lewasd heen attained. 100% of the opportunity will waraed at Target and 150% will be
awarded at Maximum. Award amounts for levels ofi@oiment between Threshold and Target and betwarsgeTand Maximum will
be prorated according to the approved target s¢be

LTIP targets have been established on the basigrotilative operating profit. The targets are attalchereto as Exhibit /

Awards will be prorated for transfers betweesibess units and/or corporate during the Perfoce&eriod, assuming grade level
remains the same. Such proration will be determinethe length of service in each unit during tleef@rmance Perioc

V. Payment

The intent of this Plan is to have payment faran of Company stock (i.e., performance restdatbares). The use of Company stock is
contingent upon Shareholder approval of the 2006kSPlan which will not be available until May

-2-




2006. Grants will be made effective that date. Raymwill be made no later than March 15, 2009.

VI. General Provisions

The Board of Directors, through its Organizatémd Compensation Committee, shall have finalamtlusive authority for
interpretation, application and possible modificatof this Plan or its established targets. Ther@o# Directors reserves the right to
amend or terminate the Plan at any ti

This plan is not a contract of employme






Exhibit 100

Brush Engineered Materials Inc. and Subsidiaries
Long-Term Incentive Plan (LTIP)

Performance Period January 1, 2008
through December 31, 2010
Introduction
The Long-Term Incentive Plan (LTIP) provides in¢eatcompensation to eligible employees based piiynan financial performance
over multi-year periods.
Definitions
Performance Period : January 1, 2008 through Deeefith 2010

Business Unit Performance : The Plan has designiagsfibllowing Business Units for the Performanesiéd:

Corporate
Alloy/Utah
Be Products
T™I

WAM

Each business unit has defined financial measuhéshvinave been approved by the Compensation Coeeroftthe Board of Directors.
These measures are expressed as a threshold,aadyetaximum.

Base Compensation : The participant’s annual balseysin effect at the start of the Performancedeer

Participation
Participants include only those individuals who approved by the Compensation Committee of the Btmparticipate.

Following the beginning of the Performance Periogly hires or individuals who are promoted with ffigant additional
responsibilities prior to July 1, 2008, may be

eligible for participation. Such participation mig confirmed by the Compensation Committee oBbard. The eligibility of
employees hired after June 30, 2008, will not besitered until the subsequent Performance Period.




Participants must be employed on the last dayefPirformance Period in order to be eligible forasard. If a participant retires under
a Company pension plan, any award will be prorageskd on time employed during the Performance éeubonly if the participant
worked at least one-half of the Performance Period.

Should a participant die or become permanentlybdiésbhor should there occur a Parent Company Chian@entrol, the participant (or
their spouse or estate) shall receive full paynoétihe award for the entire Performance PeriothafTtarget level.

Performance Award Opportunity

The Compensation Committee of the Board of Directwitl establish Threshold, Target and Maximum ficial target levels for each
corporate and business unit.

The award opportunity for each eligible participaiit be approved by either the Compensation Cort@aibr Senior Management.

For the entire Performance Period 2008 through 20ltarget opportunity will be a single (1x) oppaity for Corporate and all
business units.

Awards will commence once the Threshold level heenbattained. 25% of the opportunity will be awdrdethe Threshold level, 100%
of the opportunity will be awarded at Target an@%®bwill be awarded at Maximum. Award amounts fatels of achievement between
Threshold and Target and between Target and Maximilifbe prorated according to the approved tasgéiedule.

As a “circuit breaker” feature, the plan can pathat25% Threshold level if the Corporate Threslimldncial target is not met, due to
macro-economic circumstances, but only if the Camyfsastock performance falls within the top quartlf the Russell 2000 over the
performance period. The top quartile performandEbgi measured by comparing the change of the geeadaily closing price of 2007
to the average daily closing price of 2010 of bibla company and the Russell 2000.

LTIP targets have been established on the basisrotilative operating profit. The targets are attalchereto as Exhibit A.

Awards will be prorated for transfers between besunits and/or corporate during the Performaeced® assuming grade level
remains the same. Such proration will be determinethe length of service in each unit during tleef@rmance Period.

-2-




VI.

Payment

The intent of this Plan is to have payment in anfof Company stock (i.e., performance restricteates). Payment will be made no i
than March 15, 2011.

General Provisions

The Board of Directors, through its Compensatiom@8ittee, shall have final and conclusive authdityinterpretation, application ai
possible modification of this Plan or its estaldidhargets. The Board of Directors reserves th# tgamend or terminate the Plan at
any time.

This plan is not a contract of employment.






Exhibit 10ag

BRUSH ENGINEERED MATERIALS INC.

Agreement Relating to Restricted Shares

WHEREAS
or a Subsidiary; and

, (the “Grantee”) is an employee of Brush Engindéviaterials Inc., an Ohio corporation (the “Corgama’)

WHEREAS, the execution of an agreemetihénform hereof (this “Agreement”) has been autteat by a resolution of the
Compensation Committee (the “Committee”) of the Bloaf Directors of the Corporation that was dulyptéd on February 5, 2008;

NOW, THEREFORE, pursuant to the Corporas 2006 Stock Incentive Plan (the “Plan”), the@wation hereby confirms to the
Grantee the grant, effective &ebruary 15, 2008(the “Date of Grant”), of Restricted Shares (as defined in the Plan), sutyject
the terms and conditions of the Plan and the falligvadditional terms, conditions, limitations amstrictions:

ARTICLE |
DEFINITIONS

All terms used herein with initial capiletters that are defined in the Plan shall h&aeerheanings assigned to them in the Plan when
used herein with initial capital letters, shall bdle following meaning:

ARTICLE Il
CERTAIN TERMS OF RESTRICTED SHARES

1. Issuance of Restricted Sharéke Restricted Shares covered by this Agreenfeik Ise issued to the Grantee on the Date of Grant.
The Common Shares subject to this grant of ResttiBhares shall be fully paid and nonassessable.

2. Restrictions on Transfer of Sharéee Common Shares subject to this grant of ResttiShares may not be sold, exchanged,
assigned, transferred, pledged,




encumbered or otherwise disposed of by the Grast@ept to the Corporation, until the Restrictedr8b have become nonforfeitable as
provided in Section 3 of this Article 1l; providedhowever, that the Grantee’s rights with respect to sucm@on Shares may be transferred
by will or pursuant to the laws of descent andritistion. Any purported transfer or encumbranceiotation of the provisions of this

Section 2 of this Article 1l shall be void, and tbéher party to any such purported transactionl stwlobtain any rights to or interest in such
Common Shares. The Corporation in its sole dismmetivhen and as permitted by the Plan, may waigedhtrictions on transferability with
respect to all or a portion of the Common Sharégestito this grant of Restricted Shares.

3. Vesting of Restricted Shares

(a) All of the Restricted Shares covered by Agseement shall become nonforfeitable if the Gearghall have remained in the
continuous employ of the Corporation or a Subsjdiar three years from the Date of Grant.

(b) Notwithstanding the provisions of Section)3¢f this Article Il, all of the Restricted Shamsvered by this Agreement shall
immediately become nonforfeitable (i) if the Granties or becomes permanently disabled while irethploy of the Corporation or a
Subsidiary during the three-year period from théeld Grant, or (i) if a Change in Control (asidefl below in Section 3(d) of this
Article 1) occurs during the three-year periodrfrehe Date of Grant while the Grantee is employethle Corporation or a Subsidiary.

(c) Notwithstanding the provisions of Sectiom)3¢f this Article II, if the Grantee retires underetirement plan of the Corporation or a
Subsidiary at or after normal retirement age preditbr in such retirement plan or retires at atierange with the consent of the
Committee, a portion of the Restricted Shares @aley this Agreement shall become nonforfeitablee iumber of Restricted Shares that
shall




become nonforfeitable shall be determined by miyitig the total number of Restricted Shares grahe@under by the number of months
the Grantee remained in the continuous employefbrporation or a Subsidiary between the DaterahCGand the effective date of such
retirement divided by 36. The Committee may, howgepevide that more than such fraction shall beearonforfeitable in its discretion
pursuant to Section 19(c) of the Plan.

(d) For purposes of this Agreement, “Change ant@®I|” means:

() The acquisition by any individual, entidy group (within the meaning of Section 13(d)(3)Ld(d)(2) of the Securities Exchange
of 1934, as amended (the “Exchange Act")) (a “Pefsof beneficial ownership (within the meaningRfile 13d3 promulgated under t
Exchange Act) of voting securities of the Corpamativhere such acquisition causes such Person tdA20% or more of the combin:
voting power of the then outstanding voting se@sibf the Corporation entitled to vote generallyhie election of directors (the
“Outstanding Corporation Voting Securities”) wititdbe approval of the Incumbent Board as definei)itoelow or (B) 35% or more of
the Outstanding Voting Securities of the Corporatioth the approval of the Incumbent Boapdovided, howeverthat for purposes of
this subsection (i), the following acquisitions imat be deemed to result in a Change of Con(iphny acquisition directly from the
Corporation that is approved by the Incumbent Bdasddefined in subsection (ii), below), (1) argqaisition by the Corporation or a
subsidiary of the Corporation, (Ill) any acquisitiby any employee benefit plan (or related trusonsored or maintained by the
Corporation or any corporation controlled by the@@wation, (IV) any acquisition by any Person parsito a transaction described in
clauses (A), (B) and (C) of subsection (iii) belaw (V)




any acquisition by, or other Business Combinatamdefined in (iii) below) with, a person or graafpvhich employees of the
Corporation or any subsidiary of the Corporationtoal a greater than 25% interest (a “MBQ”) butyoiflthe Grantee is one of those
employees of the Corporation or any subsidianhef@orporation that are participating in the MB®gvided, further, that if any

Person’s beneficial ownership of the Outstandingp@mation Voting Securities reaches or exceeds 8035%, as the case may be, as a
result of a transaction described in clause ([Jipmbove, and such Person subsequently acquinesfizial ownership of additional voti
securities of the Corporation, such subsequentisitign shall be treated as an acquisition thaseaisuch Person to own 20% or 35% or
more, as the case may be, of the Outstanding CatipprVoting Securities; anglovided, further, that if at least a majority of the
members of the Incumbent Board determines in gaitd that a Person has acquired beneficial owngi@tithin the meaning of

Rule 13d-3 promulgated under the Exchange Act)0éb 2r more of the Outstanding Corporation VotingB#ies inadvertently, and
such Person divests as promptly as practicabléfiaisat number of shares so that such Person aky owns (within the meanings of
Rule 13d-3 promulgated under the Exchange Act)tlems 20% of the Outstanding Corporation Votingusiies, then no Change of
Control shall have occurred as a result of suckd?es acquisition; or

(i) individuals who, as of the date hereafnstitute the Board (the “Incumbent Board” (as rfiediby this clause (ii)) cease for any
reason to constitute at least a majority of therBparovided, howeverthat any individual becoming a director subsegt@the date
hereof whose election, or nomination for electigritie Corporation’s shareholders, was approved\oyta of at least

4




a majority of the directors then comprising theumbent Board (either by a specific vote or by applof the proxy statement of the
Corporation in which such person is named as a meanior director, without objection to such nomimia} shall be considered as though
such individual were a member of the Incumbent Bphut excluding, for this purpose, any such indiinal whose initial assumption of
office occurs as a result of an actual or threatezlection contest with respect to the electioreanoval of directors or other actual or
threatened solicitation of proxies or consents bgrobehalf of a Person other than the Board; or

(i) the consummation of a reorganizationrgee or consolidation or sale or other dispositib@all or substantially all of the assets of
the Corporation or the acquisition of assets otlagrocorporation, or other transaction (“BusinessnBination”) excluding, however,
such a Business Combination pursuant to whichi§a)individuals and entities who were the ultimagedficial owners of voting
securities of the Corporation immediately priostech Business Combination beneficially own, digeotl indirectly, more than 65% of,
respectively, the then outstanding shares of comsimek and the combined voting power of the thetstanding voting securities entitl
to vote generally in the election of directorstlas case may be, of the entity resulting from dBiakiness Combination (including,
without limitation, an entity that as a result ath transaction owns the Corporation or all or tuit&lly all of the Corporation’s assets
either directly or through one or more subsidigriéB) no Person (excluding any employee beneéihgbr related trust) of the
Corporation, the Corporation or such entity resglfirom such Business Combination) beneficially sydirectly or indirectly (1) 20% or
more, if such Business




Combination is approved by the Incumbent BoardIpB86% or more, if such Business Combination is aqgproved by the Incumbent
Board, of the combined voting power of the therstariding securities entitled to vote generallyhia ¢lection of directors of the entity
resulting from such Business Combination and (0¢adt a majority of the members of the board tdadors of the corporation resulting
from such Business Combination were members offttiembent Board at the time of the execution ofittitial agreement, or of the
action of the Board, providing for such BusinessnBmation; or

(iv) approval by the shareholders of the Ceaion of a complete liquidation or dissolutiontbé& Corporation except pursuant to a
Business Combination described in clauses (A)afR) (C) of subsection (iii), above.

4. Book Entry; Stock Certificate$he Common Shares subject to this grant of ResttiShares shall be uncertificated and evidenced
by book entry only until the Restricted Shares beemonforfeitable pursuant to Section 3(a) of #uiscle 11. At such time, a Certificate or
Certificates representing such shares (less amgshathheld for taxes pursuant to Section 2 ofchetlll hereof) shall be delivered to the
Grantee.

5. Forfeiture of Share3he Restricted Shares shall be forfeited, exaspitherwise provided in Section 3(b) or 3(c) abifthe
Grantee ceases to be employed by the CorporatiarBaibsidiary prior to three years from the Dat&nt.

6. Dividend, Voting and Other Rights

(a) Except as otherwise provided herein, frowh @fter the Date of Grant, the Grantee shall hdlvaf ¢he rights of a shareholder with
respect to the Restricted Shares covered by thiselgent, including the right to vote such Restd@bares and receive any dividends
may be paid thereon; providetiowever, that any additional Common Shares or other séesithat the Grantee may become entitled to
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receive pursuant to a stock dividend, stock spiimbination of shares, recapitalization, mergensotidation, separation or reorganization
or any other change in the capital structure ofGbgporation shall be subject to the same restristas the Restricted Shares covered by
this Agreement.

(b) Cash dividends on the Restricted Sharesredvay this Agreement shall be sequestered by tiipdCation from and after the Date of
Grant until such time as any of such Restricted&hbecome nonforfeitable in accordance with Se@iof this Article Il, whereupon
such dividends shall be paid to the Grantee in tafe extent such dividends are attributableastRcted Shares that have become
nonforfeitable. To the extent that Restricted Shamvered by this Agreement are forfeited purstmection 4 of this Article Il, all the
dividends sequestered with respect to such Rexdrihares shall also be forfeited. No interest Slegbayable with respect to any such
dividends.

7. Effect of Detrimental ActivityNotwithstanding anything herein to the contréfriyhe Grantee, either during employment by the
Corporation or a subsidiary or within one year raféemination of such employment, shall engageniy Betrimental Activity, (as hereinafter
defined) and the Board shall so find, the Grantedi:s

(a) Return to the Corporation all Restrictedr8bdhat the Grantee has not disposed of that lkeeoamforfeitable pursuant to this
Agreement, and

(b) With respect to any Restricted Shares ta3rantee has disposed of that became nonforfeiaissuant to this Agreement, pay to
the Corporation in cash the value of such Restti€ieares on the date such Restricted Shares bewarferfeitable. To the extent that si
amounts are not paid to the Corporation, the Capmr may, to the extent permitted by law, settlodf amounts so payable to it against
amounts that may be owing from time to time by@weporation or a
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subsidiary to the Grantee, whether as wages, @efesmpensation or vacation pay or in the formnyf@ther benefit or for any other
reason.

8. For purposes of this Agreement, thmté®etrimental Activity” shall include:

(a) (i) Engaging in any activity in violation tife Section entitled “Competitive Activity; Conédtiality; Nonsolicitation” in the
Severance Agreement between the Corporation an@réngtee, if such agreement is in effect at the Hateof, or in violation of any

corresponding provision in any other agreement betwthe Corporation and the Grantee in effect erd#tie hereof providing for the
payment of severance compensation; or

(i) If no such severance agreement is in eféscof the date hereof or if a severance agreedoast not contain a Section
corresponding to “Competitive Activity; Confiderlits; Nonsolicitation”:

(A) Competitive Activity During Employmen€ompeting with the Corporation anywhere within thated States during the term of
the Grantee’s employment, including, without lintita:

(I) entering into or engaging in any businesscWitompetes with the business of the Corporation;

(1) soliciting customers, business, patronagerders for, or selling, any products or servicesompetition with, or for any
business that competes with, the business of tihpdCation;

(1) diverting, enticing or otherwise taking aywany customers, business, patronage or ordéhe @orporation or attempting to
S0; or




(IV) promoting or assisting, financially or otis8se, any person, firm, association, partnerstipporation or other entity engaged
in any business which competes with the businefiseo€orporation.

(B) Following TerminationFor a period of one year following the Granteetsii@ation date:

() entering into or engaging in any businesscivitompetes with the Corporation’s business withaRestricted Territory (as
hereinafter defined);

(1) soliciting customers, business, patronagerders for, or selling, any products or servicesompetition with, or for any
business, wherever located, that competes withCtrporation’s business within the Restricted Tery;;

(1 diverting, enticing or otherwise taking aywany customers, business, patronage or ord¢he @éforporation within the
Restricted Territory, or attempting to do so; or

(IV) promoting or assisting, financially or otisgse, any person, firm, association, partnerstipporation or other entity engaged
in any business which competes with the Corporaibuasiness within the Restricted Territory.

For the purposes of Sections 8(a)(ii)(A) and (By\ah inclusive, but without limitation thereof, t@antee will be in violation
thereof if the Grantee engages in any or all ofattévities set forth therein directly as an indival on the Grantee’s own account, or
indirectly as a partner, joint venturer, employagent, salesperson, consultant, officer and/octliref any firm, association,
partnership, corporation or other entity,




or as a stockholder of any corporation in which@rantee or the Grantee’s spouse, child or parenspodirectly or indirectly,
individually or in the aggregate, more than fiveqest (5%) of the outstanding stock.

(C) “The Corporatiori. For the purposes of this Section 8(a)(ii) of Artitl, the “Corporation” shall include any and allett and
indirect subsidiaries, parents, and affiliatedredated companies of the Corporation for which@rantee worked or had responsibility
at the time of termination of the Grantee’s emplentrand at any time during the two year periodrgacsuch termination.

(D) “The Corporatiots Busines$.For the purposes of this Section 8 of Article klirsive, the Corporation’s business is definedeo b
the manufacture, marketing and sale of high perémee engineered materials serving global teleconmations and computer,
magnetic and optical data storage, aerospace dedsde automotive electronics, industrial composeanid appliance markets, as fur
described in any and all manufacturing, marketind sales manuals and materials of the Corporatidheasame may be altered,
amended, supplemented or otherwise changed froettirtime, or of any other products or servicestaitially similar to or readily
substitutable for any such described products andces.

(E) “Restricted Territory. For the purposes of Section 8(a)(ii)(B) of Artitlethe Restricted Territory shall be defined ad &imited
to:

(1) the geographic area(s) within a one hundndd radius of any and all of the Corporation’sdtion(s) in, to, or for which the
Grantee worked, to which the Grantee was assignbddany responsibility (either direct or superws at the time of termination
of the Grantee’s
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employment and at any time during the two-yeargaeprior to such termination; and

(I1) all of the specific customer accounts, wietwithin or outside of the geographic area descrin (1) above, with which the
Grantee had any contact or for which the Grantekang responsibility (either direct or supervisaay}he time of termination of the
Grantee’s employment and at any time during theyear period prior to such termination.

(F) Extensionlf it shall be judicially determined that the Graathas violated any of the Grangeebligations under Section 8(a)(ii)l
of Article Il, then the period applicable to eadfligation that the Grantee shall have been detexdhia have violated shall
automatically be extended by a period of time equéngth to the period during which such violaii®) occurred.

(b) NonSolicitation.Except as otherwise provided in Section 8(a)(idfcle I, Detrimental Activity shall also includeirectly or
indirectly at any time soliciting or inducing ottenpting to solicit or induce any employee(s), sagpresentative(s), agent(s) or consultant
(s) of the Corporation and/or of its parents, sioither subsidiaries or affiliated or related comesa to terminate their employment,
representation or other association with the Cafpom and/or its parent or its other subsidiargffitiated or related companies.

(c) Further CovenantExcept as otherwise provided in Section 8(a)(i\dicle Il, Detrimental Activity shall also include

(i) directly or indirectly, at any time during after the Grantee’'s employment with the Corporgtdisclosing, furnishing,
disseminating, making available or, except in therse of performing the Grantee’s duties of
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employment, using any trade secrets or confidehtiainess and technical information of the Corponatr its customers or vendors,
including without limitation as to when or how tBeantee may have acquired such information. Sunfidential information shall
include, without limitation, the Corporation’s unig selling, manufacturing and servicing methodstarginess techniques, training,
service and business manuals, promotional matetialaing courses and other training and instonal materials, vendor and
product information, customer and prospective austolists, other customer and prospective custanfermation and other busine
information. The Grantee specifically acknowledties all such confidential information, whetheruedd to writing, maintained on
any form of electronic media, or maintained in @®&ntee’s mind or memory and whether compiled leyGbrporation, and/or the
Grantee, derives independent economic value franbe&iog readily known to or ascertainable by prapeans by others who can
obtain economic value from its disclosure or ulkat teasonable efforts have been made by the Gudiporto maintain the secrecy of
such information, that such information is the smieperty of the Corporation and that any retenéind use of such information by
the Grantee during the Grantee’s employment wighGbrporation (except in the course of performhmg®rantee’s duties and
obligations to the Corporation) or after the teration of the Grantee’s employment shall constitutaisappropriation of the
Corporation’s trade secrets.

(i) Upon termination of the Grantee’s employmeiith the Corporation, for any reason, the Grasstéalure to return to the
Corporation, in good condition, all property of tBerporation, including without limitation, the ginals and all copies of any
materials which contain, reflect, summarize,
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describe, analyze or refer or relate to any stefrinformation listed in Section 8(c)(i) of Articll of this Agreement.

(d) Discoveries and InventioriSxcept as otherwise provided in Section 8(a)(difcle 1, Detrimental Activity shall also includihe
failure or refusal of the Grantee to assign toGeporation, its successors, assigns or nomindexf,the Grantee’s rights to any
discoveries, inventions and improvements, whetagzngable or not, made, conceived or suggestéwreiblely or jointly with others, by
the Grantee while in the Corporation’s employ, wkeetin the course of the Grantee’s employment thighuse of the Corporation’s time,
material or facilities or that is in any way withim related to the existing or contemplated scdpgheCorporation’s business. Any
discovery, invention or improvement relating to apject matter with which the Corporation was @ned during the Grantee’s
employment and made, conceived or suggested b@ithetee, either solely or jointly with others, viitlone year following termination of
the Grantee’s employment under this Agreement grsaccessor agreements shall be irrebuttably predumhave been so made,
conceived or suggested in the course of such emm@oywith the use of the Corporation’s time, maidsror facilities. Upon request by the
Corporation with respect to any such discoveriegtions or improvements, the Grantee will exeaune deliver to the Corporation, at
any time during or after the Grantee’s employmalhiappropriate documents for use in applying édnrtaining and maintaining such
domestic and foreign patents as the Corporationaeayre, and all proper assignments therefor, veoenrequested, at the expense of the
Corporation, but without further or additional caesation.

(e) Work Made For HireExcept as otherwise provided in Section 8(a)(i\dfcle I, Detrimental Activity shall also includeiolation of
the Corporation’s rights in any
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or all work papers, reports, documentation, dragjmdnotographs, negatives, tapes and mastersdherpfototypes and other materials
(hereinafter, “items”), including without limitatig any and all such items generated and maintainexhy form of electronic media,
generated by Grantee during the Grantee’s employwigimthe Corporation. The Grantee acknowledges tio the extent permitted by
law, all such items shall be considered a “work enft hire” and that ownership of any and all coglyts in any and all such items shall
belong to the Corporation. The item will recognilze Corporation as the copyright owner, will contall proper copyright notices, e.g.,
“(creation date) [Corporation’s Name], All Righteserved,” and will be in condition to be registeoeatherwise placed in compliance
with registration or other statutory requirememi®tighout the world.

(f) Termination for Causéxcept as otherwise provided in Section 8(a)(infcle I, Detrimental Activity shall also includactivity
that results in termination for Cause. For the pags of this Section, “Cause” shall mean thatGrentee shall have:

(i) been convicted of a criminal violation invoig fraud, embezzlement, theft or violation ofdeal antitrust statutes or federal
securities laws in connection with his duties othia course of his employment with the Corporatioany affiliate of the
Corporation;

(i) committed intentional wrongful damage tmperty of the Corporation or any affiliate of ther@oration; or

(iif) committed intentional wrongful disclosuoé secret processes or confidential informatiothef Corporation or any affiliate of
the Corporation; and any such act shall have beerodstrably and materially harmful to the Corpanati
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(g) Other Injurious Condudetrimental Activity shall also include any othemduct or act determined to be injurious, detrirakat
prejudicial to any significant interest of the Coration or any subsidiary unless the Grantee dntgdod faith and in a manner he or she
reasonably believed to be in or not opposed td#st interests of the Corporation.

(h) Reasonableneskhe Grantee acknowledges that the Grantee’s oldigatinder this Section 8 of Article Il are readaedn the
context of the nature of the Corporation’s busireess$ the competitive injuries likely to be sustaifyy the Corporation if the Grantee were
to violate such obligations. The Grantee furthéimagvledges that this Agreement is made in consiaeraf, and is adequately supported
by the agreement of the Corporation to perfornoliigations under this Agreement and by other atersition, which the Grantee
acknowledges constitutes good, valuable and sefftaonsideration.

ARTICLE Il
GENERAL PROVISIONS

1. Compliance with LawThe Corporation shall make reasonable effortotaply with all applicable federal and state sd@sgilaws;
provided, however, notwithstanding any other provision of this Agremt, the Corporation shall not be obligated taéssny Common
Shares pursuant to this Agreement if the issudma@of would result in a violation of any such law.

2. Withholding Taxeslf the Corporation or any Subsidiary shall beuieed to withhold any federal, state, local or fgretax in
connection with any issuance or vesting of Commloar&s or other securities pursuant to this Agre¢ntlee Grantee shall pay the tax or
make provisions that are satisfactory to the Cafion or such Subsidiary for the payment therebE Grantee may elect to satisfy all or any
part of any such withholding obligation by
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surrendering to the Corporation or such Subsidigpprtion of the Common Shares that are issuedhosferred to the Grantee or that become
nontransferable by the Grantee hereunder, anddh@r®n Shares so surrendered by the Grantee shakkbiged against any such
withholding obligation at the Market Value per Shaf such Common Shares on the date of such semrend

3. Continuous Employmerfor purposes of this Agreement, the continuouglepment of the Grantee with the Corporation or a
Subsidiary shall not be deemed to have been imgerdy and the Grantee shall not be deemed to leased to be an employee of the
Corporation or a Subsidiary, by reason of the fienaf his employment among the Corporation an&itbsidiaries or a leave of absence
approved by the Board.

4. No Employment Contract; Right to Temate Employment The grant of the Restricted Shares to the Grastaeoluntary,
discretionary award being made on a one-time lzagidt does not constitute a commitment to makefatwe awards. The grant of the
Restricted Shares and any payments made hereuilteotwbe considered salary or other compensdtiopurposes of any severance pay or
similar allowance, except as otherwise requirethlay Nothing in this Agreement will give the Graatany right to continue employment
with the Corporation or any Subsidiary, as the e¢aag be, or interfere in any way with the rightloé Corporation or a Subsidiary to
terminate the employment of the Grantee at any.time

5. Relation to Other Benefitny economic or other benefit to the Grantee uitbis Agreement or the Plan shall not be taken int
account in determining any benefits to which thar@@&e may be entitled under any profit-sharingrenretent or other benefit or compensation
plan maintained by the Corporation or a Subsidéang shall not affect the amount of any life insemnoverage available to any beneficiary
under any life insurance plan covering employegb@iCorporation or a Subsidiary.
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6. Information Information about the Grantee and the Grante&'8qgipation in the Plan may be collected, recorded held, used and
disclosed for any purpose related to the admiristraof the Plan. The Grantee understands that pumtessing of this information may need
to be carried out by the Corporation and its Sulsis and by third party administrators whethathspersons are located within the
Grantee’s country or elsewhere, including the UhBéates of America. The Grantee consents to theepsing of information relating to the
Grantee and the Grantee’s participation in the Flamy one or more of the ways referred to above.

7. AmendmentsAny amendment to the Plan shall be deemed tolzreendment to this Agreement to the extent tleathendment
applicable hereto; providgchowever, that no amendment shall adversely affect thetsighthe Grantee with under this Agreement without
the Grantee’s consent.

8. SeverabilityIn the event that one or more of the provisiohthis Agreement shall be invalidated for any reebg a court of
competent jurisdiction, any provision so invalidhghall be deemed to be separable from the otleisions hereof, and the remaining
provisions hereof shall continue to be valid anityfenforceable.

9. Governing LawThis agreement is made under, and shall be emtstn accordance with, the internal substantives laf the State «
Ohio.
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The undersigned Grantee hereby accepts thelagranted pursuant to this Agreement on the temasconditions set forth herein.

Dated:

Grantee
Executed in the name of and on behalf of tbgGration at Cleveland, Ohio as of this 22nd dalyabruary, 2008.

BRUSH ENGINEERED MATERIALS INC
By

Michael C. Hasycha
Vice President, Treasurer and Secre

18






Exhibit 10ak

BRUSH ENGINEERED MATERIALS INC.

Agreement Relating to
Performance Restricted Shares and Performance Shase

WHEREAS, (the “Grantee”) is an employee of Brush Enginedviederials Inc., an Ohio corporation (the
“Corporation”), or a Subsidiary; and

WHEREAS, the execution of an agreemetihénform hereof (this “Agreementfias been authorized by resolution of the Compemn
Committee (the “Committee”) of the Board of Direct@f the Corporation that was duly adopted on &ayr5, 2008;

NOW, THEREFORE, pursuant to the Corporat 2006 Stock Incentive Plan (the “Plan”), therf@wation hereby confirms to the
Grantee the grant of Performance Restricted Shares and one-half thabeuof Performance Shares, effectiveFatruary 15,
2008(the “Date of Grant”), subject to the terms andditions of the Plan and the following additionaines, conditions, limitations and
restrictions:

ARTICLE |
DEFINITIONS

All terms used herein with initial capitetters that are defined in the Plan shall h&aeerheanings assigned to them in the Plan, and the
following additional terms, when used herein witktial capital letters, shall have the following améngs:

1. “Change in Control” has the meaning sethfar Section 4(b) of Article 1l of this Agreement.




2. “Cumulative Operating Profit” means the soitearnings (net of any losses) before tax aretést during the Performance Period for
the business unit specified to the Grantee in tdie@accompanying this Agreement.

3. “Management Objective” means the threshaldjet and maximum Cumulative Operating Profitlgeatablished by the Committee for
the Performance Period as set forth on Exhibit th#oresolution of the Committee adopted on Felyri&r 2008. No adjustment of the
Management Objective or the stock prices perforraamiteria set forth in Section 3(b) of Articleghall be permitted in respect of any
Performance Restricted Shares or Performance Shameted to any Participant who is, or is determibg the Committee to be likely to
become, a “covered employee” within the meanin§extion 162(m) of the Code (or any successor pm)isf such adjustment would result
in the loss of an otherwise available deduction.

4. “Performance Period” means the three-yednd commencing January 1, 2008 and ending onkeee31, 2010.

ARTICLE Il
CERTAIN TERMS OF PERFORMANCE RESTRICTED SHARES

1. Issuance of Performance Restricted Sharfke Performance Restricted Shares covered bytrisement shall be issued to the
Grantee, effective on the Date of Grant. The Com@loares subject to this grant of Performance RéstriShares, when issued, shall be 1
paid and nonassessable.

2. Restrictions on Transfer of Shardfie Common Shares subject to this grant of Pedoce Restricted Shares may not be sold,
exchanged, assigned, transferred, pledged, encethbeotherwise disposed of by the Grantee exoehiet Corporation until the
Performance Restricted Shares have become nonédntelas provided in Section 3 hereof,
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provided, however, that the Grantee’s rights with respect to sucln@on Shares may be transferred by will or purstattie laws of
descent and distribution. Any purported transfeermeumbrance in violation of the provisions of tBection 2 of this Article Il shall be void,
and the other party to any such purported trarmacthall not obtain any rights to or interest isls€Common Shares. The Corporation in its
sole discretion, when and as permitted by the Phay, waive the restrictions on transferability wigspect to all or a portion of the Common
Shares subject to this grant of Performance RéstriShares.

3. Vesting of Performance Restricted Shares

(a) Except as provided in paragraph tlhis Section 3 of Article Il, no Performance Réeged Shares shall become nonforfeitable if
actual achievement falls below the threshold lef¢he Management Obijective. If the Management €ilje shall have been attained at the
threshold level and if the Grantee shall have reethin the continuous employ of the Corporatioa &ubsidiary throughout the Performa
Period, 25% of the number of Performance Restriteares specified on the first page of this Agregmkall be earned.

(b) If actual achievement falls below theeshold level of the Management Objective, hatgerformance of the Common Shares
during the Performance Period falls within the tpartile of the Russell 2000 and the Grantee $taalé remained in the continuous employ
of the Corporation or a Subsidiary throughout teefédtmance Period, 25% of the number of Perform&testricted Shares specified on the
first page of this Agreement shall be earned, sndekesser percentage is determined by the Conemitee top quartile stock performance
shall be measured by comparing the appreciatianyif in the average of the daily closing pricesrdu2006 to the average of the daily
closing prices during 2009.

(c) If the Management Objective shallé&een attained at the target level and if the Beashall have remained in the continuous
employ of the Corporation or a




Subsidiary throughout the Performance Period, 100%e number of Performance Restricted Sharesfigmbon the first page of this
Agreement shall be earned. If the Management Glgeshall have been attained over the thresholel |®ut less than the target level, anc
Grantee has remained so continuously employedoptiionate number of the Performance Restricteateshspecified on the first page of
this Agreement shall be earned, as determined ltlyemaatical interpolation.

(d) Any fraction of a Performance Res&itShare resulting from the foregoing calculatisimall be rounded to the nearest 1/1@8 a
share.

4. Effect of Death, Disability, Change in @wh.

(a) Notwithstanding the provisions of @@t 3 of this Article Il, all of the PerformanceeRtricted Shares covered by this Agreement
shall immediately become nonforfeitable (i) if tBeantee dies or becomes permanently disabled whilee employ of the Corporation or a
Subsidiary during the Performance Period, or{i# Change in Control occurs during the Performapegod.

(b) For purposes of this Agreement, “Gjeam Control” means

(i) The acquisition by any individual, entity group (within the meaning of Section 13(d)(3)Ld(d)(2) of the Securities Exchange Act
of 1934, as amended (the “Exchange Act")) (a “Pepsof beneficial ownership (within the meaningRdle 13d-3 promulgated under the
Exchange Act) of voting securities of the Corpanativhere such acquisition causes such Person td>a20% or more of the combined
voting power of the then outstanding voting se@sibf the Corporation entitled to vote generallyhie election of directors (the
“Outstanding Corporation Voting Securities”) wititdbe approval of the Incumbent Board as define(i)itoelow or (Y) 35% or more of
the Outstanding Voting Securities of the Corporatidth the approval of the
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Incumbent Boardprovided, howeverthat for purposes of this subsection (i), théofwing acquisitions shall not be deemed to resu#t i
Change of Control: (A) any acquisition directlyritrdhe Corporation that is approved by the IncumiBsrard (as defined in subsection (
below), (B) any acquisition by the Corporation audsidiary of the Corporation, (C) any acquisitignany employee benefit plan (or
related trust) sponsored or maintained by the Gatfmm or any corporation controlled by the Corgiiorg (D) any acquisition by any
Person pursuant to a transaction described inetai#g), (B) and (C) of subsection (iii) below, &)(@any acquisition by, or other Business
Combination (as defined in (iii) below) with, a pen or group of which employees of the Corporatioany subsidiary of the Corporation
control a greater than 25% interest (a “MBO”) balyaf the Executive is one of those employeeshef €orporation or any subsidiary of
the Corporation that are participating in the MBi@yvided, further, that if any Person’s beneficial ownership of @tstanding
Corporation Voting Securities reaches or exceed@s @035%, as the case may be, as a result of sattdian described in clause (A) or (B)
above, and such Person subsequently acquires ti@ahefivnership of additional voting securities bétCorporation, such subsequent
acquisition shall be treated as an acquisition¢hases such Person to own 20% or 35% or morbeasase may be, of the Outstanding
Corporation Voting Securities; amiovided, further, that if at least a majority of the members of lineumbent Board determines in good
faith that a Person has acquired beneficial ownei(stithin the meaning of Rule 13d-3 promulgatedienthe Exchange Act) of 20% or
more of the Outstanding Corporation Voting Secesiinadvertently, and such Person divests as phpamppracticable a sufficient numl
of shares so that such Person beneficially ownthifwihe meanings of Rule 13d-3 promulgated unker t
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Exchange Act) less than 20% of the Outstanding @aton Voting Securities, then no Change of Cdrghall have occurred as a resul
such Person’s acquisition; or

(ii) individuals who, as of the date hereafpstitute the Board (the “Incumbent Board” (as rfiediby this clause (ii)) cease for any
reason to constitute at least a majority of therBparovided, howeverthat any individual becoming a director subsegit@the date
hereof whose election, or nomination for electigrthe Corporation’s shareholders, was approved\mtea of at least a majority of the
directors then comprising the Incumbent Board eithy a specific vote or by approval of the protgtement of the Corporation in which
such person is named as a nominee for directanpwitobjection to such nomination) shall be congideas though such individual were a
member of the Incumbent Board, but excluding, i purpose, any such individual whose initial agstion of office occurs as a result of
an actual or threatened election contest with i@dpethe election or removal of directors or othetual or threatened solicitation of
proxies or consents by or on behalf of a Persoerdtian the Board; or

(iif) the consummation of a reorganizationrgee or consolidation or sale or other dispositibmll or substantially all of the assets of
the Corporation or the acquisition of assets otlaerocorporation, or other transaction (“Businessn@ination”) excluding, however, such
a Business Combination pursuant to which (A) tlviduals and entities who were the ultimate bemafiowners of voting securities of
the Corporation immediately prior to such Busin€ssnbination beneficially own, directly or indiregtimore than 65% of, respectively,
the then outstanding shares of common stock andaimbdined voting power of the then outstandingngecurities entitled to vote
generally in the election of directors, as the casg be, of the entity
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resulting from such Business Combination (inclugiwghout limitation, an entity that as a resultsofch transaction owns the Corporation
or all or substantially all of the Corporation’ssats either directly or through one or more subsigs), (B) no Person (excluding any
employee benefit plan (or related trust) of thep@oation, the Corporation or such entity resulfirgm such Business Combination)
beneficially owns, directly or indirectly (X) 20% more, if such Business Combination is approvethleyincumbent Board or (Y) 35% or
more, if such Business Combination is not apprdwethe Incumbent Board, of the combined voting poefeéhe then outstanding
securities entitled to vote generally in the elattf directors of the entity resulting from suchsBiess Combination and (C) at least a
majority of the members of the board of directdrthe corporation resulting from such Business Cimaiion were members of the
Incumbent Board at the time of the execution ofitfigal agreement, or of the action of the Bograyviding for such Business
Combination; or

(iv) approval by the shareholders of the Coafion of a complete liquidation or dissolutiontbé Corporation except pursuant to a
Business Combination described in clauses (A)afR) (C) of subsection (iii), above.

5. Effect of RetirementNotwithstanding the provisions of Section 3 d§tArticle Il, if the Grantee terminates employmaeuith the
Corporation or a Subsidiary after June 30, 2008thadsrantee is at the time of such terminatiora{dgast age 65 or (b) at least age 55 and
has completed at least 10 years continuous emplaywith the Corporation or a Subsidiary, a portidrihe Performance Restricted Shares
covered by this Agreement shall become nonforftatalter the end of the Performance Period if toen@ittee then determines that the
Management Objective have been attained at theftble level of achievement. The number of PerforreaRestricted Shares that shall
become nonforfeitable shall be determined




by multiplying the number of Performance Restricidres that would have become nonforfeitablecifGnantee had remained in the
continuous employment of the Corporation througtibatPerformance Period, multiplied by the fractdithe Performance Period that is
equal to the number of months the Grantee remam#te continuous employ of the Corporation anditbsidiaries between the Date of
Grant and the effective date of such retiremeniddd by 36.

6. Effect of Detrimental Activity Notwithstanding anything herein to the contrédiryhe Grantee, either during employment by the
Corporation or a Subsidiary or within one year ftemination of such employment, shall engagenin Betrimental Activity (as defined in
Section 7 below) and the Board shall so find:

(a) Return to the Corporation any allf@enance Restricted Shares that the Grantee hatispmised of that became nonforfeitable
pursuant to this Agreement.

(b) With respect to any Performance Retetl Shares that the Grantee has disposed dbéicaime nonforfeitable pursuant to this
Agreement within a period of one year prior to da¢e of the commencement of such Detrimental Agtithe Grantee shall pay to the
Corporation in the cash value of such PerformarestiiRted Shares on the date such Performanced®edtShares became nonforfeitable.
To the extent that such amounts are not paid t&€trporation, the Corporation may, to the extembyged by law, set off the amounts so
payable to it against any amounts that may be oWorg time to time by the Corporation or a Subgigi® the Grantee, whether as wages,
deferred compensation or vacation pay or in thefof any other benefit or for any other reason.

7. Definition of Detrimental Activity For purposes of this Agreement, the term “DetritakActivity” shall include:
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(a) (i) Engaging in any activity in violatiaf the Section entitled “Competitive Activity; Cadéntiality; Nonsolicitation” in the
Severance Agreement between the Corporation an@rénetee, if such agreement is in effect at the Hateof, or in violation of any

corresponding provision in any other agreement eeiwthe Corporation and the Grantee in effect erd#tie hereof providing for the
payment of severance compensation; or

(i) If no such severance agreement is inatfées of the date hereof or if a severance agreledoes not contain a Section corresponding
to “Competitive Activity; Confidentiality; Nonsolitation”:

A. Competitive Activity During EmploymentCompeting with the Corporation anywhere withia thnited States during the term of
the Grante’s employment, including, without limitatio

(1) entering into or engaging in any business whichmetes with the business of the Corporat

(2) soliciting customers, business, patronagaraers for, or selling, any products or servicesompetition with, or for any
business that competes with, the business of tihpdCation;

(3) diverting, enticing or otherwise taking amamy customers, business, patronage or ordeledforporation or attempting to
do so; ot

(4) promoting or assisting, financially or otherwisayaerson, firm, association, partnership, corponadr other entity engag:
in any business which competes with the businetiseo€orporation
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Following Terminatior. For a period of one year following the Grar's termination date

(1) entering into or engaging in any busineb&ivcompetes with the Corporation’s business withe Restricted Territory (as
hereinafter defined

(2) soliciting customers, business, patronagaraers for, or selling, any products or servicesompetition with, or for any
business, wherever located, that competes withCtrporatio’'s business within the Restricted Territc

(3) diverting, enticing or otherwise taking amamny customers, business, patronage or orderedZorporation within the
Restricted Territory, or attempting to do so

(4) promoting or assisting, financially or otherwisayaerson, firm, association, partnership, corponabr other entity engaged
any business which competes with the Corpor’s business within the Restricted Territc

For the purposes of Sections 7(a)(ii)(A) &Bylabove, inclusive, but without limitation thefethe Grantee will be in violation
thereof if the Grantee engages in any or all ofattévities set forth therein directly as an indival on the Grantee’s own account, or
indirectly as a partner, joint venturer, employagent, salesperson, consultant, officer and/octlireof any firm, association,
partnership, corporation or other entity, or asoglholder of any corporation in which the Granbe¢he Grante's
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spouse, child or parent owns, directly oinectly, individually or in the aggregate, moretHave percent (5%) of the outstanding
stock.

“ The Corporatior’ For the purposes of this Section 7(a)(ii) oktlairticle I, the “Corporation” shall include anypaall direct and
indirect subsidiaries, parents, and affiliatediedated companies of the Corporation for which@rantee worked or had
responsibility at the time of termination of thea@tee’s employment and at any time during the teer yeriod prior to such
termination.

“ The Corporatiors Business’ For the purposes of this Section 7 of this Adill inclusive, the Corporation’s business is defi to
be the manufacture, marketing and sale of highopeidince engineered materials serving global telemamications and computer
magnetic and optical data storage, aerospace dedsdée automotive electronics, industrial composianid appliance markets as
further described in any and all manufacturing, keting and sales manuals and materials of the Catipa as the same may be
altered, amended, supplemented or otherwise chdngmdime to time, or of any other products onvéses substantially similar to
readily substitutable for any such described prtgland service:

“ Restricted Territory’ For the purposes of Section 7(a)(ii)(B) of tidicle II, the Restricted Territory shall be defthas and
limited to:

(1) the geographic area(s) within a one hundnée radius of any and all Corporation locatiorig)to, or for which the Grantee
worked, to which the Grantee was assigned or hgdesponsibility (eithe
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direct or supervisory) at the time of terntioa of the Grantee’s employment and at any timeéngduthe two-year period prior to

such termination; an

(2) all of the specific customer accounts, wketvithin or outside of the geographic area déscrin (1) above, with which the
Grantee had any contact or for which the Grantekany responsibility (either direct or supervisaaythe time of termination
of the Grante’s employment and at any time during the-year period prior to such terminatic

F. “Extension” If it shall be judicially determined that the &itee has violated any of the Grantee’s obligatioriker Section 7(a)(ii)
(B) of this Agreement, then the period applicableach obligation that the Grantee shall have egrmined to have violated shall
automatically be extended by a period of time equéngth to the period during which such viola(i®) occurred
(b)_NorSolicitation. Except as otherwise provided in Section 7(af(thas Article 11, Detrimental Activity shall alssclude directly or

indirectly at any time soliciting or inducing otte@mnpting to solicit or induce any employee(s), sa@presentative(s), agent(s) or consultant(s)
of the Corporation and/or of its parents, or itsevtsubsidiaries or affiliated or related compaideerminate their employment, represents

or other association with the Corporation and®pérent or its other subsidiary or affiliated elated companies.
(c)_Further Covenant&xcept as otherwise provided in Section 7(aX(ths Article Il, Detrimental Activity shall alsmclude:
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(i) directly or indirectly, at any time duriray after the Grantee’s employment with the Corpona disclosing, furnishing,
disseminating, making available or, except in therse of performing the Grantee’s duties of emplegtmusing any trade secrets or
confidential business and technical informationhaf Corporation or its customers or vendors, indlgavithout limitation as to when or
how the Grantee may have acquired such informaBaoh confidential information shall include, withdimitation, the Corporation’s
unique selling, manufacturing and servicing methaus business techniques, training, service anithé&ss manuals, promotional
materials, training courses and other trainingiasttuctional materials, vendor and product infatiorg customer and prospective
customer lists, other customer and prospectiveoouwsst information and other business informatiore @rantee specifically acknowled
that all such confidential information, whetheruwedd to writing, maintained on any form of electcomedia, or maintained in the
Grantee’s mind or memory and whether compiled leyGbrporation, and/or the Grantee, derives indep@netonomic value from not
being readily known to or ascertainable by propeans by others who can obtain economic value ftemisclosure or use, that
reasonable efforts have been made by the Corportimaintain the secrecy of such information, thath information is the sole prope
of the Corporation and that any retention and dseich information by the Grantee during the Graistemployment with the Corporation
(except in the course of performing the Granteatied and obligations to the Corporation) or affter termination of the Grantee’s
employment shall constitute a misappropriatiorhef €Corporation’s trade secrets.

(i) Upon termination of the Grantee’s emplamhwith the Corporation, for any reason, the Gratstfailure to return to the
Corporation, in good condition, all
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property of the Corporation, including without liation, the originals and all copies of any matenehich contain, reflect, summarize,
describe, analyze or refer or relate to any itefisformation listed in Section 7(c)(i) of this Acte II.

(d)_Discoveries and InventionExcept as otherwise provided in Section 7(af(thes Article 11, Detrimental Activity shall alssmclude
the failure or refusal of the Grantee to assigth&Corporation, its successors, assigns or nomiiadieof the Grantee’s rights to any
discoveries, inventions and improvements, whetagzngable or not, made, conceived or suggestéwreiplely or jointly with others, by the
Grantee while in the Corporation’s employ, whetinethe course of the Grantee’'s employment withube of the Corporatiog’time, materie
or facilities or that is in any way within or retat to the existing or contemplated scope of theo@uattion's business. Any discovery, invent
or improvement relating to any subject matter withich the Corporation was concerned during the t@ea employment and made,
conceived or suggested by the Grantee, eitherysotgbintly with others, within one year followirtgrmination of the Grantee’s employment
under this Agreement or any successor agreemealtdghirrebuttably presumed to have been so nmamteseived or suggested in the course
of such employment with the use of the Corporatidgimhe, materials or facilities. Upon request by @orporation with respect to any such
discoveries, inventions or improvements, the Geamt#i execute and deliver to the Corporation,rat ime during or after the Grantee’s
employment, all appropriate documents for use plyapg for, obtaining and maintaining such domeastig foreign patents as the Corpora

may desire, and all proper assignments therefoenveo requested, at the expense of the Corporatibnyithout further or additional
consideration.

(e) Work Made For HireExcept as otherwise provided in Section 7(aX(thts Article Il, Detrimental Activity shall alsmclude
violation of the Corporation’s rights in any
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or all work papers, reports, documentation, drawjmdpotographs, negatives, tapes and mastersahgoedtotypes and other materials
(hereinafter, “items”), including without limitatig any and all such items generated and maintainexhy form of electronic media,
generated by Grantee during the Grantee’s employwigimthe Corporation. The Grantee acknowledgas tio the extent permitted by law,
all such items shall be considered a “work madéiie” and that ownership of any and all copyrightany and all such items shall belong to
the Corporation. The item will recognize the Cogimn as the copyright owner, will contain all peogopyright notices, e.g.,ceation date
[Corporation Name], All Rights Reserved,” and viaél in condition to be registered or otherwise placecompliance with registration or
other statutory requirements throughout the world.

(f)_Termination for Causeexcept as otherwise provided in Section 7(aX(thts Agreement, Detrimental Activity shall alstclude
activity that results in termination for Cause. Hue purposes of this Section 7, “Cause” shall ntkah) the Grantee shall have:

(i) been convicted of a criminal violation olving fraud, embezzlement, theft or violation efiéral antitrust statutes or federal
securities laws in connection with his duties ottie course of his employment with the Corporatioany affiliate of the Corporation;

(i) committed intentional wrongful damagepmperty of the Corporation or any affiliate of #@erporation; or

(iif) committed intentional wrongful disclosuof secret processes or confidential informatibtine Corporation or any affiliate of the
Corporation;

and

any such act shall have been demonstrably and ialgtdérarmful to the Corporation.
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(g)_Other Injurious Conducbetrimental Activity shall also include any ottemduct or act determined to be injurious, detritakor
prejudicial to any significant interest of the Coration or any subsidiary unless the Grantee dntgdod faith and in a manner he or she
reasonably believed to be in or not opposed td#st interests of the Corporation.

(h) ReasonablenesBhe Grantee acknowledges that the Grantee’'satiwigs under this Section 7 of this Agreement aasonable in
the context of the nature of the Corporat®husiness and the competitive injuries likely éoshistained by the Corporation if the Grantee
to violate such obligations. The Grantee furthdmagvledges that this Agreement is made in consiaeraf, and is adequately supported by
the agreement of the Corporation to perform itsgalblons under this Agreement and by other conatdar, which the Grantee acknowledges
constitutes good, valuable and sufficient consiti@na

8. Forfeiture of Share'he Performance Restricted Shares shall be fed¢d the extent they fail to become nonforfeitadn the end of
the Performance Period and, except as otherwisédain Sections 4 or 5 of this Article Il, if tlig&rantee ceases to be employed by the
Corporation or a Subsidiary at any time prior tors@&hares becoming nonforfeitable. In the evenmt foirfeiture, any certificate(s)
representing the Performance Restricted Sharesenbby this Agreement shall be cancelled.

9. Dividend, Voting and Other Rights

(a) Except as otherwise provided herbia,Grantee shall have all of the rights of a dhalder with respect to the Performance
Restricted Shares covered by this Agreement, imojutthe right to vote such Performance Restrictedr& and receive any dividends that
may be paid thereon; providetiowever, that any additional Common Shares or other séesithat the Grantee may become entitled to
receive pursuant to a stock dividend,
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stock split, combination of shares, recapitalizatimerger, consolidation, separation or reorgainaair any other change in the capital
structure of the Corporation shall be subject togme restrictions as the Performance Restri¢ttateS covered by this Agreement.

(b) Cash dividends on the PerformancdriRésd Shares covered by this Agreement aftere¢beipt of Shareholder Approval shall be
sequestered by the Corporation from and after @ite Bf Grant until such time as any of such Peréorce Restricted Shares become
nonforfeitable in accordance with Section 3 of thiticle I, whereupon such dividends shall be p@midhe Grantee in cash to the extent such
dividends are attributable to Performance Restti€eares that have become nonforfeitable. To tteneshat Performance Restricted Shares
covered by this Agreement are forfeited pursuar@eoction 8 of this Article Il, all the dividendsgeestered with respect to such Performance
Restricted Shares shall also be forfeited. No @steshall be payable with respect to any such endg.

10. Book Entry; Stock Certificate(sfhe Common Shares subject to this grant of Paidace Restricted Shares shall be uncertificated
and evidenced by book entry only until the PerfarogaRestricted Shares vest in pursuant to Sectadrtt8s Article Il. At such time, a
Certificate or Certificates representing such shéless any shares withheld for taxes pursuanéttic@ 3 of Article IV hereof) shall be
delivered to the Grantee.

ARTICLE Il
CERTAIN TERMS OF PERFORMANCE SHARES

1. Issuance of Performance SharElse Performance Shares covered by this Agreesmafitonly result in payment after the completion
of the Performance Period and only if they are edas provided in Section 2 of this Article III.

2. _EarrOut of Performance Shareall of the Performance Shares covered by thiseggrent shall be earned if the Grantee shall have
remained in the continuous employ of the
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Corporation or a Subsidiary throughout the PerfaroeaPeriod and if the Management Objective shaktieeen at least attained at the
maximum level of achievement. If the Managemente®tdje shall have been attained at a level betwleetarget and maximum levels of
achievement and the Grantee has remained so confilyeemployed, a portion of the Performance Sheogered by this Agreement shall be
earned out, as determined by mathematical intetipalan no event shall any Performance Sharesabeed if actual achievement falls at or
below the target level of the Management Objective.

3. Payment of Performance Shares

(a) Payment shall be made in the forroash equal to the Market Value per Share on the Yank Stock Exchange on the last day of
the Performance Period multiplied by the numbdPafformance Shares earned pursuant to Sectiod&iole 11l this Agreement. Final
awards shall be paid, less applicable taxes, icatendar year immediately following the closeha tast calendar year of the Performance
Period to which the award of Performance Sharege®land as soon as practicable after the redegpidited financial statements relating to
such Performance Period and the determinationdZtimmittee of the level of attainment of the Maragnt Objective, but in no event la
than two and one-half months after the close ofakecalendar year of such Performance Period.

(b) Any payment of awards due pursuarthi® Agreement to a deceased Grantee shall be@#ie beneficiary designated by the
Grantee on the Designation of Death Beneficiargchttd as Exhibit Aereto and filed with the Corporation. If no suemeéficiary has been
designated or survives the Grantee, payment skatidde to the Grantee’s legal representative. Afi@ary designation may be changed or
revoked by a Grantee at any time, provided the ghanm revocation is filed with the Corporation.
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(c) Prior to payment, the Corporationlksbaly have an unfunded and unsecured obligattomaike payment of earned awards to the
Grantee.

4. Performance Shares Nontransferalilee Performance Shares covered by this Agreethahhave not yet been earned out are not
transferable other than by will or pursuant toldwves of descent and distribution.

ARTICLE IV
GENERAL PROVISIONS

1. Compliance with LawThe Corporation shall make reasonable effortotaply with all applicable federal and state sd@silaws;
provided, however, notwithstanding any other provision of this Agremt, the Corporation shall not be obligated taéssny Common
Shares pursuant to this Agreement if the issudmereof would result in a violation of any such law.

2. Dilution and Other Adjustment¥he Committee shall make such adjustments ivitieagement Objective and/or Performance Share:s
covered by this Agreement as such Committee isals discretion, exercised in good faith, may deiee is equitably required to prevent
dilution or enlargement of the rights of the Grantieat otherwise would result from (a) any stockd#ind, stock split, combination of shares,
recapitalization or other change in the capitalatrre of the Corporation, or (b) any merger, ctidation, spin-off, reorganization, partial or
complete liquidation or other distribution of assedr issuance of warrants or other rights to pasetsecurities, or (c) any other corporate
transaction or event having an effect similar tg afithe foregoing. In the event of any such tratisa or event, the Committee may provide
in substitution for this award of Performance Shaech alternative consideration as it may in gadtl determine to be equitable under the
circumstances and may require in connection thénetive surrender of this award of Performance Shsoaeplaced.
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3. _Withholding Taxeslf the Corporation or any Subsidiary shall beuieed to withhold any federal, state, local or fgretax in
connection with any issuance or vesting of Commioar&s or other securities pursuant to this Agreéntiem Grantee shall pay the tax or
make provisions that are satisfactory to the Cafion or such Subsidiary for the payment therebE Grantee may elect to satisfy all or any
part of any such withholding obligation by surreridg to the Corporation or such Subsidiary a porttéthe Common Shares that are issued
or transferred or that become nontransferable &yatantee hereunder, and the Common Shares soderred by the Grantee shall be
credited against any such withholding obligatiothat Market Value per Share of such Common Shardseodate of such surrender. In no
event shall the Market Value per Share of the ComBinares to be withheld and/or delivered pursuatitis Section to satisfy applicable
withholding taxes in connection with the benefitead the minimum amount of taxes required to bbheid.

4. Continuous EmploymenFor purposes of this Agreement, the continuougleypment of the Grantee with the Corporation or a
Subsidiary shall not be deemed to have been imgrdy and the Grantee shall not be deemed to leased to be an employee of the
Corporation or a Subsidiary, by reason of the finsf his employment among the Corporation ané&iibsidiaries or a leave of absence
approved by the Board.

5. No Employment Contract; Right to TerminBteployment The grant of the Restricted Performance Sharé$anformance under tr
Agreement to the Grantee is a voluntary, discretipmward being made on a one-time basis and & doeconstitute a commitment to make
any future awards. The grant of the RestricteddPerdnce Shares and Performance under this Agreeandrgny payments made hereunder
will not be considered salary or other compensdtompurposes of any severance pay or similar alove, except as otherwise required by
law. Nothing in this Agreement will give the Graatany right to
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continue employment with the Corporation or any$dilary, as the case may be, or interfere in anywith the right of the Corporation or a
Subsidiary to terminate the employment of the Grarit any time.

6. Information Information about the Grantee and the Grantea'8qgpation in the Plan may be collected, recorded held, used and
disclosed for any purpose related to the admiristraof the Plan. The Grantee understands that pumtessing of this information may need
to be carried out by the Corporation and its Sulsis and by third party administrators whethahspersons are located within the
Grantee’s country or elsewhere, including the WhiBtates of America. The Grantee consents to theepsing of information relating to the
Grantee and the Grantee’s participation in the Flamy one or more of the ways referred to above.

7. _AmendmentsAny amendment to the Plan shall be deemed tmlz@reendment to this Agreement to the extent tlathendment is
applicable hereto; providechowever, that no amendment shall adversely affect thetgsighthe Grantee with under this Agreement without
the Grantee’s consent (_providedowever, that the Grantee’s consent shall not be requoreth amendment that is deemed necessary by the
Corporation to comply with Section 409A of the Cpde

8. Severability In the event that one or more of the provisiohthis Agreement shall be invalidated for any reeby a court of
competent jurisdiction, any provision so invalighthall be deemed to be separable from the otlergions hereof, and the remaining
provisions hereof shall continue to be valid antyfenforceable.

9. Governing Law This agreement is made under, and shall be emtstn accordance with, the internal substantives laf the State of
Ohio.
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10. _Compliance with Section 409A of the Code the extent applicable, it is intended thas thgreement and the Plan comply with the
provisions of Section 409A of the Code, so thatititeme inclusion provisions of Section 409A(a)§1}he Code do not apply to the Gran
This Agreement and the Plan shall be administaredmanner consistent with this intent. Referenc®etction 409A of the Code is to
Section 409A of the Internal Revenue Code of 188&mended, and will also include any proposedpoeany or final regulations, or any
other guidance promulgated with respect to suchi®@eby the U.S. Department of the Treasury orlttiernal Revenue Service.

The undersigned Grantee hereby acceptavtard granted pursuant to this Restricted Pegfoam Share and Performance Share
Agreement on the terms and conditions set forteiher

Dated:

Grantee
Executed in the name of and on behatfiefCorporation at Cleveland, Ohio as of this 2dad of February, 2008.

BRUSH ENGINEERED MATERIALS INC.

By

Michael C. Hasychal
Vice President, Treasurer and Secret
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EXHIBIT A

2006 STOCK INCENTIVE PLAN
BRUSH ENGINEERED MATERIALS INC.
BENEFICIARY DESIGNATIONS

In accordance with the terms and conalitiof the 2006 Stock Incentive Plan of Brush Engiied Materials Inc. (the “Plan”), | hereby
designate the person(s) indicated below as my hoigf(ies) to receive any amounts payable undier Bemn after my death.

Name

Address

Social Sec. Nos. of Beneficiary(i

Relationship(s

Date(s) of Birtl

In the event that the above-named beiagfiges) predecease(s) me, | hereby designatfollogving person as beneficiary(ies);
Name

Address

Social Sec. Nos. of Beneficiary(i

Relationship(s

Date(s) of Birtl

| hereby expressly revoke all prior desitpns of beneficiary(ies), reserve the rightharmge the beneficiary(ies) herein designated and
agree that the rights of said beneficiary(ies)dimkubject to the terms of the Plan. In the etleaitthere is no beneficiary living at the time
of my death, | understand that the amounts payaider the Plan will be paid to my estate.

Dat¢ (Signature

(Print or type name






Exhibit 10an

BRUSH ENGINEERED MATERIALS INC.
Appreciation Rights Agreement
WHEREAS [GRANTEE NAME] (the “Grantee”) is an employee of Brush Enginedviedierials Inc. (the “Corporation”) or a Subsidiary.

WHEREAS, the execution of an agreement irfohe hereof has been authorized by a resolutidch@Compensation Committee (the
“Committee”) of the Board of Directors (the “Boajdif the Corporation that was duly adopted on Fety®, 2008.

NOW, THEREFORE, the Corporation hereby conéimmthe Grantee the grant, effectiveFabruary 15, 2008(the “Date of Grant”),
pursuant to the 2006 Stock Incentive Plan (theriB)af Free-standing Appreciation Rights (“SARs") subjexthe terms and
conditions of the Plan and the terms and conditadescribed below.

1. Definitions
As used in this Agreement:
(A) “Base Price” means $27.78 which whees Market Value per Share on the Date of Grant.
(B) “Detrimental Activity” shall have thmeaning set forth in Section 7 of this Agreement.
(C) “Spread” means the excess of the avklue per Share on the date when an SAR isisrdrover the Base Price.
(D) Capitalized terms used herein withdefinition shall have the meanings assigned tmtimethe Plan.
2. Grant of SARs

The Corporation hereby grants to the @mthe number of SARSs set forth above. The SARsaight to receive Common Shares il
amount equal to 100% of the Spread at the timeefoise.

3. Vesting of SARs

(A) The SARs granted hereby shall becemxarcisable after the Grantee shall have remamétki continuous employ of the
Corporation or any Subsidiary for three years ftbm Date of Grant, unless the Grantee ceasesda beployee of the Corporation or any
Subsidiary as described in Section 5(C) of thise®gnent.




(B) Notwithstanding the preceding pargijrahe SARs granted hereby shall become immediatadrcisable in full if (i) the Grantee
should die while in the employ of the Corporatiagraay subsidiary; (ii) the Grantee should beconrenpaently disabled while in the employ
of the Corporation; or (iii) if a Change in Contadcurs.

(C) For purposes of this Agreement, “QGieim Control” means:

(i) The acquisition by any individual, entidy group (within the meaning of Section 13(d)(3)Ld(d)(2) of the Securities Exchange
Act of 1934, as amended (the “Exchange Act”)) (ar$®n”) of beneficial ownership (within the meanofgRule 13d-3 promulgated
under the Exchange Act) of voting securities of @ogporation where such acquisition causes sucsoRdo own (X) 20% or more of
the combined voting power of the then outstandioiing securities of the Corporation entitled toevgenerally in the election of
directors (the “Outstanding Corporation Voting S#tes”) without the approval of the Incumbent Bdas defined in (ii) below or
(Y) 35% or more of the Outstanding Voting Secusitid the Corporation with the approval of the Intb@mt Board; provided, however,
that for purposes of this subsection (i), the felleg acquisitions shall not be deemed to resudt @hange of Control: (A) any
acquisition directly from the Corporation that gpaoved by the Incumbent Board (as defined in sttimse (i), below), (B) any
acquisition by the Corporation or a subsidiarytaf Corporation, (C) any acquisition by any employerefit plan (or related trust)
sponsored or maintained by the Corporation or amgaration controlled by the Corporation, (D) amygaisition by any Person pursu
to a transaction described in clauses (A), (B) @idof subsection (iii) below, or (E) any acquisitiby, or other Business Combination
(as defined in (iii) below) with, a person or groafpivhich employees of the Corporation or any sdibsy of the Corporation control a
greater than 25% interest (a “MBO”) but only if thgecutive is one of those employees of the Cotjmwrar any subsidiary of the
Corporation that are participating in the MBO; gded, further, that if any Person’s beneficial ovahgp of the Outstanding
Corporation Voting Securities reaches or exceed@s @035%, as the case may be, as a result of satrtion described in clause (A) or
(B) above, and such Person subsequently acquiregibi@al ownership of additional voting securitigsthe Corporation, such
subsequent acquisition shall be treated as ansitignithat causes such Person to own 20% or 358tooe, as the case may be, of the
Outstanding Corporation Voting Securities; and ed, further, that if at least a majority of themmbers of the Incumbent Board
determines in good faith that a Person has acqbieedficial ownership (within the meaning of RuB#43 promulgated under the
Exchange Act) of 20% or more of the OutstandingpOaation Voting Securities inadvertently, and siehson divests as promptly as
practicable a sufficient number of shares so theh £erson beneficially owns (within the meaningRuale 13d-3 promulgated under
the Exchange Act) less than 20% of the




Outstanding Corporation Voting Securities, therQt@nge of Control shall have occurred as a re$siich Person’s acquisition; or

(i) individuals who, as of the date hereafpstitute the Board (the “Incumbent Board”) (as ified by this clause (ii)) cease for any
reason to constitute at least a majority of therBparovided, however, that any individual becomindirector subsequent to the date
hereof whose election, or nomination for electigrthe Corporation’s shareholders, was approved\mtea of at least a majority of the
directors then comprising the Incumbent Board éeitty a specific vote or by approval of the protgtement of the Corporation in
which such person is named as a nhominee for diregtthout objection to such nomination) shall lmmsidered as though such
individual were a member of the Incumbent Board,éxeluding, for this purpose, any such individwélose initial assumption of offit
occurs as a result of an actual or threatenedi@tecontest with respect to the election or remafalirectors or other actual or
threatened solicitation of proxies or consents bgrobehalf of a Person other than the Board; or

(iif) the consummation of a reorganization rgee or consolidation or sale or other dispositib@mll or substantially all of the assets
of the Corporation or the acquisition of assetaraither corporation, or other transaction (“Bussn@embination”) excluding, however,
such a Business Combination pursuant to whichi§a)individuals and entities who were the ultimagadficial owners of voting
securities of the Corporation immediately priostah Business Combination beneficially own, diseotl indirectly, more than 65% of,
respectively, the then outstanding shares of constmrk and the combined voting power of the thastanding voting securities
entitled to vote generally in the election of diggs, as the case may be, of the entity resultiogn fsuch Business Combination
(including, without limitation, an entity that agesult of such transaction owns the Corporatioalloor substantially all of the
Corporation’s assets either directly or through onmore subsidiaries), (B) no Person (excluding @mployee benefit plan (or related
trust) of the Corporation, the Corporation or seatity resulting from such Business Combinatiomddiially owns, directly or
indirectly (X) 20% or more, if such Business Condtian is approved by the Incumbent Board or (Y) 3&%more, if such Business
Combination is not approved by the Incumbent Boafdhe combined voting power of the then outstagdiecurities entitled to vote
generally in the election of directors of the gntésulting from such Business Combination andaidgast a majority of the members
the board of directors of the corporation resulfiogn such Business Combination were members ofrttiembent Board at the time of
the execution of the initial agreement, or of tbéam of the Board, providing for such Business ®oration; or
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(iv) approval by the shareholders of the Ceaion of a complete liquidation or dissolutiontb& Corporation except pursuant to a
Business Combination described in clauses (A)afR) (C) of subsection (iii), above.

4. Exercise of SARs

(A) To the extent exercisable as provitge8ection 3 of this agreement, SARs may be egedcin whole or in part by giving notice to
the Corporation specifying the number of SARs t@kercised.

(B) The Corporation will issue to the Giee the number of Common Shares that equals thieevRrice per Share divided into the
Spread on the date of exercise rounded down togheest whole share.

5. Termination of SARs

The SARs granted hereby shall terminate uperearliest to occur of the following:

(A) 190 days after the Grantee ceaseg tan employee of the Corporation or a Subsidianiesshe ceases to be such employee by
reason of death or in a manner described in clgR)s€C) or (F) below;

(B) One year after the Grantee ceasbs n employee of the Corporation or a Subsidfaiei Grantee is disabled within the meaning
of Section 105(d)(4) of the Internal Revenue Code;

(C) Three years after the Grantee cetaslbe an employee of the Corporation or a Subsidfahe Grantee is at the time of such
termination (i) at least age 65 or (ii) at least & and has completed at least 10 years of cantthnemployment with the Corporation or a
Subsidiary;

(D) One year after the death of the Granif the Grantee dies while an employee of theo@uation or a subsidiary or within the period
specified in (A) or (B) above which is applicabtethe Grantee;

(E) Ten years from the Date of Grant; and
(F) Immediately if the Grantee engagearip Detrimental Activity (as hereinafter defined).
6. Effect of Detrimental Activity

If the Grantee, either during employmienthe Corporation or a subsidiary or within onaryafter termination of such employment,
shall engage in any Detrimental Activity, and th@aBl shall so find:

(A) All SARs held by the Grantee, whetbemnot exercisable, shall be forfeited to the @oagion.
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(B) Return to the Corporation all Comn®imares that the Grantee has not disposed of thatpuechased pursuant to this Agreement,
and

(C) With respect to any Common SharesttieGrantee received upon exercise of the SARdtve been disposed of pay to the
Corporation in cash the amount equal to the Spapaticable to such Common Shares on the date oisgeof such SARs.

To the extent that such amounts are not paid t€trporation, the Corporation may, to the exteminigted by law, set off the amounts so
payable to it against any amounts that may be o¥org time to time by the Corporation or a Subgigi® the Grantee, whether as wages,
deferred compensation or vacation pay or in thefof any other benefit or for any other reason.

7. Definition of Detrimental Activity

For purposes of this Agreement, the tédetrimental Activity” shall include:

(A) Engaging in any activity in violatiaf the Section entitled “Competitive Activity; Clidentiality; Nonsolicitation’in the Severanc
Agreement between the Corporation and the Optidheach agreement is in effect on the date hewmuify violation of any corresponding
provision in any other agreement between the Catfmr and the Optionee in effect on the date hguemfiding for the payment of severar
compensation; or

(i) If no such severance agreement is in éfiedf a severance agreement does not containtsecorresponding to “Competitive
Activity; Confidentiality; Nonsolicitation” as ofte date hereof:

(a) Competitive Activity During Employmiei€ompeting with the Corporation anywhere within thated States during the term of the
Optionee’s employment, including, without limitatio

(1) entering into or engaging in any busingb&h competes with the business of the Corporation

(2) soliciting customers, business, patroragerders for, or selling, any products or servicesompetition with, or for any
business that competes with, the business of tihpdCation;

(3) diverting, enticing or otherwise takingamany customers, business, patronage or ord¢ng @orporation or attempting to
S0; or

(4) promoting or assisting, financially or ettvise, any person, firm, association, partnerstopporation or other entity engaged
in any business which competes with the businefisso€orporation.

(b)_Following Terminatiorior a period of one year following the Optione@sriination date:
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(1) entering into or engaging in any busingbich competes with the Corporation’s businessiwithe Restricted Territory (as
hereinafter defined);

(2) soliciting customers, business, patroragerders for, or selling, any products or servicesompetition with, or for any
business, wherever located, that competes withCtrporation’s business within the Restricted Teryi;

(3) diverting, enticing or otherwise takingamany customers, business, patronage or ordeng étorporation within the
Restricted Territory, or attempting to do so; or

(4) promoting or assisting, financially or ettvise, any person, firm, association, partnergtopporation or other entity engaged
in any business which competes with the Corporatibuasiness within the Restricted Territory.

For the purposes of Sections 7(A)(ii)(a) and (e inclusive, but without limitation thereof, tptionee will be in violation
thereof if the Optionee engages in any or all efdhtivities set forth therein directly as an indiaal on the Optionee’s own account,
or indirectly as a partner, joint venturer, empleyagent, salesperson, consultant, officer anddectdr of any firm, association,
partnership, corporation or other entity, or asoaléholder of any corporation in which the Optiormedhe Optionee spouse, child «
parent owns, directly or indirectly, individually m the aggregate, more than five percent (5%hefoutstanding stock.

(c)_The Corporatiori. For the purposes of this Section 7(A)(ii), the “Boration” shall include any and all direct and hedt

subsidiaries, parents, and affiliated, or relat@ahjganies of the Corporation for which the Option@eked or had responsibility at the time of
termination of the Optionee’s employment and at@#myg during the two year period prior to such tieration.

(d)_The Corporatiors Busines$.For the purposes of this Section 7 inclusive, thepGration’s business is defined to be the

manufacture, marketing and sale of high performamzgneered materials serving global telecommuioicatand computer, magnetic and
optical data storage, aerospace and defense, ativersectronics, industrial components and appkamarkets, as further described in any
and all manufacturing, marketing and sales mararadsmaterials of the Corporation as the same majtbeed, amended, supplemented or
otherwise changed from time to time, or of any offreducts or services substantially similar tgeadily substitutable for any such descri
products and services.

(e) Restricted Territory. For the purposes of Section 7(A)(ii)(b), the Restd Territory shall be defined as and limited to:
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(1) the geographic area(s) within a one huthdnéde radius of any and all Corporation locatignis to, or for which the
Optionee worked, to which the Optionee was assigméthd any responsibility (either direct or sujsowy) at the time of
termination of the Optionee’s employment and attimg during the two-year period prior to such teration; and

(2) all of the specific customer accounts, tiukewithin or outside of the geographic area dbsdrin (1) above, with which tt
Optionee had any contact or for which the Optiomae any responsibility (either direct or superw3at the time of termination
of the Optionee’s employment and at any time dutivegtwo-year period prior to such termination.

(B) Extensionlf it shall be judicially determined that the Opiie has violated any of the Optionee’s obligatiomder Section 7
(A)(ii)(b), then the period applicable to each ghlion that the Optionee shall have been deterntmédve violated shall
automatically be extended by a period of time equéngth to the period during which such violaii®) occurred.

(B) NonSolicitation. Except as otherwise provided in Satif(A)(i), Detrimental Activity shall also includsirectly or indirectly at an
time soliciting or inducing or attempting to sotior induce any employee(s), sales representajj\agent(s) or consultant(s) of the
Corporation and/or of its parents, or its othersidilaries or affiliated or related companies tortieate their employment, representation or
other association with the Corporation and/or &sept or its other subsidiary or affiliated or tethcompanies.

(C)_Further Covenantexcept as otherwise provided in Section 7(A)(i)frideental Activity shall also include:

(ii) directly or indirectly, at any time dugror after the Optionee’s employment with the Coation, disclosing, furnishing,
disseminating, making available or, except in therse of performing the Optionee’s duties of emplent, using any trade secrets or
confidential business and technical informationhaf Corporation or its customers or vendors, indlgavithout limitation as to when or
how the Optionee may have acquired such informagoich confidential information shall include, vtit limitation, the Corporation’s
unique selling, manufacturing and servicing methauls business techniques, training, service anithé&ss manuals, promotional
materials, training courses and other trainingiastfuctional materials, vendor and product infatiorg customer and prospective
customer lists, other customer and prospectiveoousst information and other business informatiore Tptionee specifically
acknowledges that all such confidential informatiwhether reduced to writing, maintained on anyrfaf electronic media, or
maintained in the Optionee’s mind or memory andttwiecompiled by the Corporation, and/or the Om&rderives independent
economic value from not being readily known to scextainable by proper means by others who carnobtanomic value from its
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disclosure or use, that reasonable efforts have biele by the Corporation to maintain the secrésych information, that such
information is the sole property of the Corporatémd that any retention and use of such informdiipthe Optionee during the
Optionee’s employment with the Corporation (exdaghe course of performing the Optionee’s dutied abligations to the
Corporation) or after the termination of the Op#ets employment shall constitute a misappropriatibtne Corporation’s trade secrets.

(iif) Upon termination of the Optionee’s emytoent with the Corporation, for any reason, thei@ryae’s failure to return to the
Corporation, in good condition, all property of tBerporation, including without limitation, the ginals and all copies of any materials
which contain, reflect, summarize, describe, aratyzrefer or relate to any items of informatiastdd in Section 4(C)(i) of this
Agreement.

(D)_Discoveries and Inventiorisxcept as otherwise provided in Section 7(A)(i)trideental Activity shall also include the failure o
refusal of the Optionee to assign to the Corponaits successors, assigns or nominees, all dDfgtonee’s rights to any discoveries,
inventions and improvements, whether patentablegrmade, conceived or suggested, either solglyimtty with others, by the Optionee
while in the Corporation’s employ, whether in tfraicse of the Optionee’s employment with the usthefCorporation’s time, material or
facilities or that is in any way within or relatémthe existing or contemplated scope of the Cafpan’s business. Any discovery, inventior
improvement relating to any subject matter withehhthe Corporation was concerned during the Opéisnemployment and made, concei
or suggested by the Optionee, either solely otlyimith others, within one year following termiman of the Optionee’s employment under
this Agreement or any successor agreements shatiebattably presumed to have been so made, ceedt@r suggested in the course of s
employment with the use of the Corporation’s timmaterials or facilities. Upon request by the Cogpioin with respect to any such
discoveries, inventions or improvements, the Ogéwill execute and deliver to the Corporatiorgrat time during or after the Optionee’s
employment, all appropriate documents for use plyapg for, obtaining and maintaining such domeatia foreign patents as the Corpora
may desire, and all proper assignments therefoenveo requested, at the expense of the Corporatibnyithout further or additional
consideration.

(E) Work Made For Hiré&xcept as otherwise provided in Section 7(A)(i)tribeental Activity shall also include violation tiie
Corporation’s rights in any or all work papers,ogp, documentation, drawings, photographs, negatitapes and masters therefor,
prototypes and other materials (hereinafter, “it§macluding without limitation, any and all sudtems generated and maintained on any
form of electronic media, generated by Optioneénduthe Optionee’s employment with the Corporatibhe Optionee acknowledges that, to
the extent permitted by law, all such items shaltbnsidered a “work made for hire” and that owhigref any and all copyrights in any and
all such items shall belong to the Corporation. it& will recognize the Corporation as the coplgtigwner, will contain all proper
copyright notices, e.g., "(creation date) [CorparafName], All Rights Reservedahd will be in condition to be registered or othisewplace:
in compliance with registration or other statutogguirements throughout the world.
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(F)_Termination for Causéxcept as otherwise provided in Section 7(A)(i)trideental Activity shall also include activity thegsults i
termination for Cause. For the purposes of thigiGec‘Cause” shall mean that, the Optionee shaeh

(iv) been convicted of a criminal violatiorvimiving fraud, embezzlement, theft or violationfedleral antitrust statutes or federal
securities laws in connection with his duties ottia course of his employment with the Corporatioany affiliate of the Corporation;

(v) committed intentional wrongful damage togperty of the Corporation or any affiliate of tBerporation; or

(vi) committed intentional wrongful disclosusésecret processes or confidential informatiothef Corporation or any affiliate of tl
Corporation;

and any such act shall have been demonstrably abetially harmful to the Corporation.

(G)_Other Injurious Condu@®etrimental Activity shall also include any othemduct or act determined to be injurious, detrirakat
prejudicial to any significant interest of the Coration or any subsidiary unless the Optionee actg@dod faith and in a manner he or she
reasonably believed to be in or not opposed td#st interests of the Corporation.

(H)_Reasonablene3$ie Optionee acknowledges that the Optiosedligations under this Section 4 are reasonabtlesi context of th
nature of the Corporation’s business and the cathmeinjuries likely to be sustained by the Corgibon if the Optionee were to violate such
obligations. The Optionee further acknowledges thiatAgreement is made in consideration of, arebisquately supported by the agreement
of the Corporation to perform its obligations unthés Agreement and by other consideration, whith@ptionee acknowledges constitutes
good, valuable and sufficient consideration.

8. Transferability

No SAR granted hereunder may be traredidoy the Grantee other than by will or the lawdedcent and distribution and may be
exercised during a Grantee’s lifetime only by thaii@ee or, in the event of the Grantee legal incitygeby the Grantee’s guardian or legal
representative acting in a fiduciary capacity ohdieof the Grantee under state law and court sigien.

9. Compliance with Law

The SARs granted hereby shall not beasaile if such exercise would involve a violatafrany applicable federal or state securities
law, and the Corporation hereby agrees to makenadde efforts to comply with any applicable steurities law. If the Ohio Securities /
shall be applicable to this option, it shall notex@rcisable unless under said Act at the timeefase the shares of Common Stock or other
securities purchasable hereunder are




exempt, are the subject matter of an exempt tréinsaare registered by description or by qualifima, or at such time are the subject matter
of a transaction which has been registered by geor.

10. Adjustments

In the event of any change in the aggeegamber of outstanding Common Shares by reasa) ainy stock dividend, stock split,
combination of shares, recapitalization or otheange in the capital structure of the Corporatior(pd any merger, consolidation, spin-off,
spin-out, split-off, split-up, reorganization, gattor complete liquidation of the Corporation dher distribution of assets, issuance of rights
or warrants to purchase securities of the Corpmmatr (c) any other corporate transaction or ehertng an effect similar to any of the
foregoing, then the Committee shall adjust the nemabd SARs covered by this Agreement and the Baise ih such manner as may be
appropriate to prevent the dilution or enlargenadrihe rights of the Grantee that would otherwissuit from such event.

11. Withholding Taxes

To the extent that the Corporation isuregf to withhold federal, state, local or foreigmes in connection with the exercise of the
SARs, and the amounts available to the Corpordtipeuch withholding are insufficient, it shall becondition to such exercise that the
Grantee make arrangements satisfactory to the @atipo for payment of the balance of such taxesired to be withheld. The Grantee may
elect that all or any part of such withholding regment be satisfied by retention by the Corporatiba portion of the Common Shares to be
delivered to the Grantee. If such election is méue shares so retained shall be credited againktwithholding requirement at the Market
Value per Share on the date of such exercise. kveaot shall the Market Value per Share of the Com®hares to be withheld and/or
delivered pursuant to this Section to satisfy ajgflie withholding taxes in connection with the Hegrexceed the minimum amount of taxes
required to be withheld.

12. Continuous Employment

For purposes of this Agreement, the cartus employment of the Grantee with the Corpanatioa Subsidiary shall not be deemed to
have been interrupted, and the Grantee shall ndebmed to have ceased to be an employee of tip@@tion or a Subsidiary, by reason of
the transfer of his employment among the Corponadiad its Subsidiaries or a leave of absence apgrby the Board.

13. No Employment Contract; Right to TermeénEmployment

The grant of the SARs under this Agreent@the Grantee is a voluntary, discretionary a@eing made on a one-time basis and it
does not constitute a commitment to make any fuaurards. The grant of the SARs and any payment® medtunder will not be considered
salary or other compensation for purposes of angra@ce pay or similar allowance, except as ottenequired by law. Nothing in this
Agreement will give the Grantee any right to conéremployment with the Corporation or any Subsydias the case may be, or interfere in
any way with the right of the Corporation or a Sdlzsy to terminate the employment of the Granteany time.
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14. Relation to Other Benefits

Any economic or other benefit to the Gesnunder this Agreement or the Plan shall notkert into account in determining any
benefits to which the Grantee may be entitled uaggrprofit-sharing, retirement or other beneficompensation plan maintained by the
Corporation or a Subsidiary and shall not affeetdimount of any life insurance coverage availabknty beneficiary under any life insurance
plan covering employees of the Corporation or as@lidry.

15. Information

Information about the Grantee and then@&®s participation in the Plan may be collected, rdedrand held, used and disclosed for
purpose related to the administration of the Pldne Grantee understands that such processingsofhfiormation may need to be carried out
by the Corporation and its Subsidiaries and bydtparty administrators whether such persons amgddowithin the Grantee’s country or
elsewhere, including the United States of Ameridae Grantee consents to the processing of infoomaélating to the Grantee and the
Grantee’s participation in the Plan in any one orerof the ways referred to above.

16. Amendments

Any amendment to the Plan shall be degimé@ an amendment to this agreement to the etitanthe amendment is applicable her
provided, however, that no amendment shall adversely affect thesighthe Grantee with respect to the SARs witlibatGrantees consen

17. _Severability

In the event that one or more of the jmiowns of this agreement shall be invalidated for Beason by a court of competent jurisdiction,
any provision so invalidated shall be deemed tedpmrable from the other provisions hereof, andeh®ining provisions hereof shall
continue to be valid and fully enforceable.

18. _Governing Law
This agreement is made under, and shatbinstrued in accordance with the internal sulis@ataws of the State of Ohio.
The undersigned hereby acknowledges receiph @xecuted original of this Appreciation Righgréement and accepts the Appreciation
Rights granted thereunder on the terms and condiset forth herein and in the Plan.

Date

[GRANTEE NAME]
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Executed in the name and on behalf ofxbmoration at Cleveland, Ohio as of the 22nd afayebruary 2008.

BRUSH ENGINEERED MATERIALS
INC.

By:

Michael C. Hasychal
Vice President, Treasurer and Secret
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (thi®Agreement’), dated as of this 2t day of December, 2007, is by and between
Williams Advanced Materials Inc., a New York coraton (the “Purchaser”), and Techni-Met, Inc., a Connecticut corporat{tme “ Seller

)

RECITALS

A. The Seller is engaged in the busiméseanufacturing precision coated materials, inclgdhe vacuum deposition of inorganic
materials onto flexible polymeric films (theBusiness’);

B. J&M Equipment Leasing, LLC, a Conneugtilimited liability company ('J&M Equipment”), has entered into a Purchase and Sale
Agreement dated as of the date of this Agreembet“(#&M Equipment Agreement) pursuant to which J&M Equipment will sell to the
Seller the equipment currently leased by J&M Equéptrto the Seller, as more particularly describeldw;

C. The Purchaser desires to purchase thenseller, and the Seller desires to sell tdPiiehaser, all of its right, title and interestimd
to the Purchased Assets (as hereinafter defined);

D. The Seller desires to transfer toRlnechaser, and the Purchaser desires to accepsaunthe from the Seller, the Assumed Liabil
(as hereinafter defined); and

NOW, THEREFORE, in consideration of thetoal promises and representations and subjebettetms and conditions herein
contained, and other good and valuable considexdtiad and received, the receipt and sufficienoytuth are hereby acknowledged, and
intending to be legally bound, the parties hergiea as follows:

ARTICLE 1: DEFINITIONS
“Acquisition Proposal’ has the meaning set forth 8ection 8.6.

“Affiliate ” of any Person means any Person directly or itliyecontrolling, controlled by, or under commomt®| with, any such
Person and any officer, director or controllinggmer of such Person.

“Ancillary Agreements’ means the Escrow Agreement, the Bill of Sale,ABsumption Agreement, the Non-Competition Agreetmen
the Leases and each agreement, document, instrameeitificate contemplated by this Agreementeéaekecuted by the Purchaser or the
Seller in connection with the consummation of tlaasactions contemplated by this Agreement, in eash only as applicable to the relevant
party or parties to such Ancillary Agreement, afidated by the context in which such term is used.

“Agreed Accounting Principle$ has the meaning set forth 8ection 4.3(b).

“Agreement’ has the meaning set forth in the preamble.




“Arbitration Firm " means KPMG, or if such firm is unable to or urimi) to act in such capacity, the Arbitration Fimill be such
other firm selected by an agreement of the Purchasthe Seller.

“Assumed Contracts has the meaning set forth 8ection 2.1(g)
“Assumed Liabilities’ has the meaning set forth 8ection 3.1
“Assumption Agreemerithas the meaning set forth 8ection 5.2(c)
“Balance Sheet has the meaning set forth 8ection 3.1(a)

“Book Value Precious Metal Inventorymeans the book value of the Seller's PreciousaVietventory used to calculate the Estimated
NWC.

“Brush ” means Brush Engineered Materials, Inc., an Obiparation.

“Business’ has the meaning set forth in the Recitals.

“Claims Notice” has the meaning set forth 8ection 11.2(a)

“Closing” has the meaning set forth 8ection 5.1.

“Closing Date” has the meaning set forth ection 5.1

“Closing FMV Precious Metal Inventory has the meaning set forth 8ection 4.4(a)
“Closing Purchase Pricé& has the meaning set forth 8ection 4.2

“Closing Working Capital’ has the meaning set forth 8ection 4.4(a)

“Code” means the Internal Revenue Code of 1986, as aatkend

“Confidentiality Agreement means that certain Confidentiality Agreement dadeigust 14, 2006 between Brush and the Seller.
“Consents’ has the meaning set forth 8ection 8.4(a)

“Contract” has the meaning set forth 8ection 6.15

“Controlled Group” has the meaning set forth 8ection 6.13(a)

“Deductible” has the meaning set forth 8ection 11.3(b)

“Employee Benefit Plans has the meaning set forth 8ection 6.13(a)
“Employment Agreementshas the meaning set forth 8ection 5.2(m).
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“Environment” means soil, surface water, groundwater, air, |atictam sediments and surface or subsurface.strata

“Environmental Condition” means (a) any condition of the Environment wigkpect to the Leased Real Property arising, egistin
occurring prior to the Closing Date, (b) with resp® any real property previously owned, leasedpmrated by the Seller in connection with
the Business to the extent such condition existextourred at the time of such ownership, leaseperations, or (c) with respect to any other
Real Property at which any Hazardous Material gatedrby the operation of the Business prior toGlusing Date has been treated, stored or
disposed of, which, in the case of any of (a),afblc), violates any Environmental Law, or evenutjio not violative of any Environmental
Law, nevertheless results in any Release or Tlofdaelease.

“Environmental Law” means any Law or common law relating to healtth safety or protection of the Environment, Releades
Hazardous Materials or injury to persons relatméréleases of Hazardous Materials, as the samis esi®f the Closing Date.

“ERISA " means the Employee Retirement Income Securityohd974, as amended.

“Escrow Agreement means that certain escrow agreement, dated e @losing Date, by and among the Purchaser,eherSand
JPMorgan Chase Bank (thé&scrow Agent’), in substantially the form attached heretdEasibit A .

“Escrow Amount” means $9,000,000.

“Estimated FMV Precious Metal Inventor{y has the meaning set forth 8ection 4.3(c)
“Estimated NWC' has the meaning set forth 8ection 4.3(b).

“Estimated NWC Adjustmerithas the meaning set forth 8ection 4.3(b).

“Estimated NWC Statemerithas the meaning set forth 8ection 4.3(b).

“Excluded Representatiorismeans the representations and warranties comté@irgections 6.1Existence and Good Standing)2
(Power),6.3 (Enforceability), the second sentenceSefction 6.6(b)Real Property), the second sentenc8eition 6.7(Personal Property),
the first sentence @ection 6.17(bYIntellectual Property)6.20(Taxes) and.25(Brokers).

“Expiration Date” has the meaning set forth 8ection 11.3(a)

“Fair Market Value”, with respect to any Precious Metal, means thkisgpot price therefor as quoted by Scotia BankHertime of
Closing.

“Final Purchase Price’ means an amount equal to the Closing Purchase Bs adjusted to reflect the differences, if depween
(a) Estimated NWC and Closing Working Capital almdlosing FMV Precious Metal Inventory and EstiathFMV Precious Metal
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Inventory, and as further adjusted in accordandhk 8éction 8.5(b). For clarification purposes, in calculating thediPurchase Price, in
addition to any adjustments required pursuar@dotion 8.5(b), the Closing Purchase Price shall be (x) incredsddr for dollar to the exte
(1) Closing Working Capital exceeds the Estimat&@and (2) Closing FMV Precious Metal Inventory eeds Estimated FMV Precious
Metal Inventory and (y) decreased dollar for dottathe extent (1) the Estimated NWC exceeds Cipgitorking Capital and (2) Estimated
FMV Precious Metal Inventory exceeds Closing FMédous Metal Inventory.

“Financial Statements has the meaning set forth 8ection 6.18(a)
“GAAP” means U.S. generally accepted accounting priasipk they exist as of the date of this Agreement.

“Governmental Authority’ means any government or political subdivisiomegulatory body, whether federal, state, localooeign,
or any agency or instrumentality of any such gorregnt or political subdivision or regulatory authgrior any federal state, local or foreign
court or arbitrator.

“Gross Purchase Pricghas the meaning set forth 8ection 4.1

“Guarantee” by any Person means any obligation, contingertioerwise, of such Person directly or indirecthatanteeing or
otherwise supporting in whole or in part the payhwrany Indebtedness or other obligation of arheoPerson and, without limiting the
generality of the foregoing, any obligation, directindirect, contingent or otherwise, of such Bar&) to purchase or pay (or advance or
supply funds for the purchase or payment of) sudelbtedness or other obligation of such other Pgsbether arising by virtue of
partnership arrangements, by agreement to keeptweilrchase assets, goods, securities or sertictske-or-pay, or to maintain financial
statement conditions or otherwise) or (b) ententd fior the purpose of assuring in any other matimebligee of such Indebtedness or other
obligations of the payment thereof or to proteatsabligee against loss in respect thereof (in whwolin part). The term “Guarantee” used as
verb has a correlative meaning.

“Hazardous Material’ means any pollutant, toxic substance (includingbie asbestos), hazardous waste, hazardous atateri
hazardous substance, contaminant, petroleum anugaeh-containing materials, radiation and radioactiveeriats, leaded paints, toxic m«
and any other harmful biological agents, and pdiyihated biphenyls as defined in, the subjecbothat could give rise to liability under,
any Environmental Law.

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvensefitt of 1976, as amended, and the rules and riégrdapromulgated
thereunder.

“Indebtedness$ of any Person means: either (a) any liabilityaafy Person other than an account payable (i) foobh@d money
(including the current portion thereof), or (ii)dar any reimbursement obligation relating to seletf credit, bankers’ acceptance or note
purchase facility, or (iii) evidenced by a bondtmyalebenture or similar instrument (including achase money obligation), or (iv) under
interest rate swap, hedging or similar agreementé)) any liability of others described in the geding clause (a) that such Person has
Guaranteed, that is recourse to such Person oofdts/assets or that is otherwise its legal ligpibr that is
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secured in whole or in part by the assets of swrhdP. For purposes of this Agreement, Indebtedneksles (A) any and all accrued
interest, success fees, prepayment premiums, mhkéywremiums or penalties, and fees or expendaalicincurred (including attorneys’
fees) associated with the prepayment of any Indeletes, and (B) any and all amounts owed by theiSellany of its Affiliates.

“Indemnified Party” has the meaning set forth 8ection 11.2(a)
“Indemnifying Party” has the meaning set forth 8ection 11.2(a)

“Information Systems means all computer hardware, databases and waitage systems, computer, data, database and
communications networks (other than the Interrsthitecture interfaces and firewalls (whetherdata, voice, video or other media access,
transmission or reception) and other apparatus taseckate, store, transmit, exchange or receiegrration in any form. The foregoing
notwithstanding, the Seller’s Information Systeroandt include any wiring contained within or appeddo the walls of any building located
on the Leased Real Property.

“Intellectual Property” means any and all patents and patent applicaticedemarks, trade names, fictitious business saseevice
marks, certification marks, collective marks, Imetrdomain names and uniform resource locatorsp#ret proprietary rights to words,
names, slogans, symbols, logos, devices, sourtthy, iitings or combination thereof used to identiigtinguish and indicate the source or
origin of goods or services and the goodwill assd with the foregoing; inventions, discoveriegas, processes, designs, models, form
patterns, compilations, programs, devices, methedbniques, processes, know-how, proprietary imétion, customer lists, software code,
technical information, data and databases, drawangsblueprints, trade secrets and all informagiod materials that would constitute a trade
secret under applicable law; copyrights, copyrighgavorks, mask work rights and rights in databadata collections and software; all other
intellectual property rights and foreign equivalentounterpart rights and forms of protection afrailar or analogous nature or having
similar effect in any jurisdiction throughout thesd; all registrations and applications for regitibn of the foregoing; and any provisionals,
renewals, extensions, continuations, division&examinations or reissues or equivalent or couateqs the foregoing.

“Interim Financial Statements' has the meaning set forth 8ection 6.18(a)
“Inventory Excess has the meaning set forth 8ection 4.3(c)

“Inventory Shortfall” has the meaning set forth 8ection 4.3(c)

“IRS” means the Internal Revenue Service.

“J&M Equipment” has the meaning set forth in the Recitals.

“J&M Equipment Agreement has the meaning set forth in the Recitals.
“Key Employees has the meaning set forth 8ection 5.2(m).




“Knowledge of the Selleér means the actual knowledge of any of Jerome Ma8¢ Michael J. Scharr, Jeffrey Bouchard or Robert
Newton, in each case after due inqu

“Law " means any law, statute, code, ordinance, rutgylegion or other requirement of any Governmentathérity.

“Leased Real Propertymeans the Real Property located at 300 Lamberimad, Windsor, Connecticut (théNindsor Property’)
and Building 30, 30 East Newbury Road, Bloomfi€ldnnecticut (the Bloomfield Property”).

“Leases’ has the meaning set forth 8ection 5.2(1).

“Liability Claim " has the meaning set forth 8ection 11.2(a)

“Lien " means any mortgage, lien, pledge, encumbrancerisginterest, claim, charge or defect in title.
“Litigation Conditions” has the meaning set forth 8ection 11.2(b)

“Losses’ has the meaning set forth 8ection 11.1(a)

“Material Adverse Effect means any change or effect having a material igveffect on the Seller, the Business, the Puechas
Assets or the liabilities, results of operatiormdition (financial or otherwise), prospects or éogpe or customer relations of the Seller;
provided, however, that no adverse change, effect, eventireence, state of facts or development (a) atadfie to either conditions
affecting the industries as a whole in which théeB@articipates or the United States’ economy aghole, in each case except to the extent
none of the Seller, the Business or the Purchassété are disproportionately affected by such ahaeffect, event, occurrence, state of facts
or development or (b) arising from or relating tonpliance with the terms of, or the taking of antian required by, this Agreement shall be
taken into account in determining whether therelies, or will be, a Material Adverse Effect.

“Material Customers' has the meaning set forth 8ection 6.21(a)
“Material Suppliers” has the meaning set forth 8ection 6.21(b)

“Net Working Capital’ means the amount by which (a) the cash, recedglimventory and other current assets of the [Satituded
in the Purchased Assets excefljsthe trade payables, customer deposits and ed@xpenses of the Seller included in the Assumed
Liabilities.

“Non-Competition Agreemerithas the meaning set forth 8ection 5.2(d).

“Objection Notice’ has the meaning set forth 8ection 4.4(b).

“Order” means any order, judgment, injunction, award reegcruling, charge or writ of any Governmental iarity.
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“Ordinary Course of Businessmeans the ordinary and usual course of day-toegerations of the Business as conducted by the
Seller consistent with past custom and practicgl{fing with respect to quantity and frequengypvided, howevethat any course of action
taken by the Seller between the execution of tlgeeAment and the completion of the Closing whiatedgiired by or expressly contemplated
by this Agreement shall not be deemed to be othe@Ordinary Course of Business.

“Permit” means any permit, license, registration, approsahsent, or authorization issued by a Governnhéuithority.

“Permitted Liens’ (a) Liens for current Taxes that are not due paghble as of the Closing Date, and (b) those msatescribed in
Schedule 1.1

“Person” means any individual, sole proprietorship, parshé, corporation, limited liability company, ueiorporated society or
association, trust, Governmental Authority or othetity.

“Personal Property Taxesmeans personal property Taxes and ad valoremsTaké respect to the Purchased Assets.
“Precious Metal’ means gold, palladium, platinum or silver.

“Proceeding’ means any complaint, action, lawsuit, hearingestigation, charge, audit, claim or demand.
“Purchased Assetshas the meaning set forth 8ection 2.1.

“Purchased Intellectual Property has the meaning set forth 8ection 2.1(f).

“Purchase Price’ has the meaning set forth 8ection 4.1

“Purchaser” has the meaning set forth in the preamble.

“Real Property’ means any and all of the Seller’s real propertgt mnterests in real property, including the LeaReal Property and
any other subleaseholds, purchase options, easgrieanses, rights to access and rights of wayaaydther real property otherwise owned,
occupied, or used by the Seller in connection withBusiness.

“Real Property Taxes means real property Taxes, ad valorem Taxes,rgeassessments and special assessments with tras e
Leased Real Property.

“Releas€ means any releasing, spilling, leaking, pumpiogriring, emitting, emptying, discharging, injectiegcaping, leaching,
migrating, disposing or dumping of a Hazardous Makénto the Environment (including, without limaition, the abandonment or discarding
of barrels, containers and other closed receptacietining any Hazardous Materials) and any caihat results in the exposure of a
Person to a Hazardous Material.

“Retained AssetShas the meaning set forth 8ection 2.2




“Retained Liabilities’ has the meaning set forth 8ection 3.2

“Returns” means any report, return, declaration or othermétion (including any related schedules or statés)eequired to be file
or supplied to a Taxing Authority.

“Selling Expense$ means all (a) unpaid costs, fees and expensestside professionals incurred by the Seller ne¢pto the process
of selling the Purchased Assets whether incurresbimection with this Agreement or otherwise, idahg, without limitation, all legal fees,
accounting, tax and investment banking fees andresgs, (b) bonuses payable to employees, agentoasaditants of and to the Seller as a
result of the transactions contemplated by thise&grent and unpaid by the Seller as of the Closmig Bnd (c) severance obligations owed
by the Seller to employees, agents and consultdrasd to the Seller triggered prior to or as altesf the transactions contemplated by this
Agreement, including with respect to clauses (ln) @) the employer portion of any payroll Taxes.

“Seller” has the meaning set forth in the preamble.

“Seller Basis of Accounting means the income tax basis of accounting as stargly applied by the Seller in the preparatiothef
Financial Statements.

“Target Working Capital’ means $30,522,000 leas amount equal to any distribution made to théeBglshareholders to fund their
federal and state income tax obligations on accofitite Seller’s net income generated during thetfocalendar quarter of 2007 calculated
without regard to any of the transactions contetepléereby.

“Tax” means (a) any net income, alternative or add-onmum tax, gross income, gross receipts, sales,atvalorem, value added,
transfer, franchise, profits, license, withholdipgyroll, employment, excise, severance, stampjmatton, premium, property, environmental
or windfall profit tax, custom, duty or other taggvernmental fee or other like assessment or ctargey kind whatsoever, together with any
interest, penalty, addition to tax or additionaloamt imposed by any Law or Taxing Authority, (bydiability for the payment of any
amounts of any of the foregoing types as a re$ddemg a member of an affiliated, consolidatednbaed or unitary group, or being a party
to any agreement or arrangement whereby liabitityphyment of such amounts was determined or tadkeraccount with reference to the
liability of any other entity, (c) any liability fathe payment of any of the foregoing amounts esalt of being a party to any agreements or
arrangements (whether or not written) or with respe the payment of any amounts of any of thedoieg types as a result of any express or
implied obligation to indemnify any other Personddd) any liability for the payment of any of tlegegoing types as a successor or
transferee.

“Taxing Authority ” means any Governmental Authority responsibletiieradministration or imposition of any Tax.

“Threat of Releas& means a substantial likelihood of a Release ibaiires action to prevent or mitigate damage joryrto health,
safety or the Environment that might result froroslsRelease.

“Transferred Employee%has the meaning set forth 8ection 8.11(a)
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“Transfer Taxes’ has the meaning set forth $ection 8.5(c)
“Working Capital Statemenit has the meaning set forth 8ection 4.4(a)

ARTICLE 2: PURCHASE AND SALE OF ASSETS

2.1 Assets to be Transferred On the Closing Date, the Purchaser shall purchase the Seller, and the Seller shall sell, transfer
assign, convey and deliver to the Purchaser, dh@Beller’s right, title and interest in and ioagsets, rights and properties of every nature,
kind and description, whether tangible or intangjldwned, leased or licensed, real, personal oednirssed in or held for use in the Business
(collectively, the “Purchased Asset§ free and clear of all Liens other than Permittéehs, excluding the Retained Assets, and inclgidin
without limitation, the following:

(a) all cash and cash equivalents;

(b) all accounts and notes receivablguifing, without limitation, any and all paymenézeived with respect thereto after the
Closing Date;

(c) all inventory, including raw matesgaivork-in-process and finished goods;
(d) all prepaid expenses and other ctiassets, including those set forthSchedule 2.1(d)

(e) all personal property, including miaehy, equipment, tools, dies, cranes, fixturesppressors, vehicles, furniture, computers
maintenance parts, including, without limitatione tequipment that is the subject of the J&M Equiptweggreement;

(f) all Intellectual Property owned, heldused by the Seller, together with all inconogatties, damages and payments due or
payable as of the Closing or thereafter (includimighout limitation, damages and payments for paigtsent or future infringements,
misappropriations or other violations thereof) #mel rights to sue, collect damages or otherwisereafthe same for past, present or future
infringements, misappropriations or other violagdhereof, and any corresponding, equivalent ontspart rights, title or interest that
now exist or may be secured hereafter anywhefeembrid, and all copies and tangible embodimehteeforegoing, including, without
limitation, the Intellectual Property listed &chedule 6.17(ajall of the foregoing described in tHection 2.1(f)collectively, the “
Purchased Intellectual Property);

(g) Subject t8ection 8.4, (i) the Contracts set forth @chedule 2.1(g) (ii) all purchase and sale orders arising in@hndinary
Course of Business and (iii) all Contracts, purehaislers and sale orders entered into betweeratieehdreof and the Closing Date in
compliance withSection 8.2(collectively, the “Assumed Contract¥);
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(h) all Permits, franchises, certificabésuthority, certificates of occupancy, and buigg safety, fire and health approvals, or any
waiver of any of the foregoing, issued to the Sdldeany Governmental Authority to the extent tfensble to the Purchaser; and

(i) except for the corporate minute bagakeck records and tax records of the Sellehwainess and employment records of the
Seller, including, without limitation, all booksgcords, ledgers, files, documents, but excluding“parsonnel file” or “medical recordsis
such terms are defined in Sec. 31-128a of the Guioné General Statutes, as amended; warrantiesiforachinery and equipment
included in the Purchased Assets and guarantemsdilananufacturers and suppliers relating to anyne Purchased Assets, to the extent
transferable; and correspondence, lists (includintipout limitation, customer lists, in whateveridoor medium), plats, drawings,
photographs, creative materials, advertising andptional materials, studies, reports and otheenas (in whatever form or medium),
owned or maintained by the Seller.

2.2 Retained AssetsNotwithstanding anything in this Agreement to tloatrary, the Seller shall retain only the asséghits and
properties listed oSchedule 2.4collectively, the “Retained Assety. The Purchaser will in no way be construed teehpurchased or
acquired (or to be obligated to purchase or to imequ have any right to purchase or acquire) amgrest whatsoever in any of the Retained
Assets.

ARTICLE 3: LIABILITIES

3.1 Assumed Liabilities. On the Closing Date, the Purchaser shall assumbetaime responsible for, and shall thereafter pay,
perform and discharge as and when due only thabdities of the Seller forth below (collectivelhe “ Assumed Liabilities’):

(a) (i) all liabilities and obligationg the Seller reflected on the balance sheet dagexf @ctober 31, 2007 (as attached hereto as
Exhibit B , the “Balance Sheet), but only to the extent that such liabilitiesdambligations constitute trade payables, custoraposlits
and accrued expenses (other than any accrued &uitedsts of the Seller, Selling Expenses of the IS&léxes payable by the Seller,
accrued liabilities owed to employees of the Sedlarept to the extent set forthSections 811(e)(i)and8.11(f)and any accrued liabilitie
owed to any of its Affiliates), (ii) all liabilitis and obligations of the Seller incurred sincedhi of the Balance Sheet arising in the
Ordinary Course of Business to the extent that $iablilities and obligations relate to trade pagasbhlcustomer deposits and accrued
expenses (other than any accrued Indebtedness Skiler, Selling Expenses of the Seller, Taxesipiayby the Seller, accrued liabilities
owed to employees of the Seller except to the estetnforth inSections 811(e)(i)and8.11(f) and any accrued liabilities owed to any o
Affiliates), and (iii) any other liability or obligtion of the Seller to the extent taken into actauthe determination of Net Working
Capital;

(b) all liabilities and obligations ofdlSeller arising under or related to the Assumeuti@ots (including without limitation all
remaining obligations of the Seller to provide prodto Nikko Materials USA, Inc. (d/b/a Gould Elemtics)
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pursuant to that certain Machine Interest Purcliageement dated as of February 15, 2005 betweekoNVaterials USA, Inc. and the
Seller);provided, howevethat the Purchaser will not assume or be respanfiblany such liabilities or obligations to befpemed on or
prior to the Closing Date (other than to the exteatsame constitute trade payables or accruechegpe&ontemplated I8ection 3.1(a)
or that arise from breaches of such Assumed Cdstlgcthe Seller or defaults under such Assumedr@ats by the Seller, all of which
liabilities and obligations constitute RetainedHhildies; and

(c) The obligations of the Seller witlspect to the Transferred Employees contemplatbé wischarged by the Purchaser in
Sections 811(e)(i)and8.11(f).

3.2 Retained Liabilities. The Assumed Liabilities will not include, and therEhaser will not assume, any liability or obligetiof the
Seller unless such liability or obligation is sgieilly identified inSection 3.1, and without in any way limiting the generalitytok
foregoing the Assumed Liabilities will not inclutiee liabilities listed orschedule 3.4collectively, the “Retained Liabilities”). The
Retained Liabilities will be retained by and remtie obligations of the Seller.

ARTICLE 4: PURCHASE PRICE

4.1 Purchase Price In full consideration for the Purchased Assdts,Rurchaser shall (a) pay or cause to be palttt8¢ller an
amount in cash equal to $84,300,000 (tligréss Purchase Pricg), as adjusted in accordance with thidicle 4 andSection 8.5(b)elow
and (b) assume the Assumed Liabilities (collectiyie “Purchase Pric€).

4.2 Closing Payments On the Closing Date and subject to final adjustinire accordance with thisrticle 4 , the Purchaser shall
(a) pay or cause to be paid to the Seller the GPosshase Price plusy positive Estimated NWC Adjustment plusy Inventory Excess less
any negative Estimated NWC Adjustment lasy Inventory Shortfall (subject to further adjustmhas provided i®ection 4.4andSection 8.5
(b) , the “Closing Purchase Pricé) lessthe Escrow Amount and (b) assume the Assumed itiakil On the Closing Date, the Purchaser
shall pay, or cause to be paid, the Escrow Amautotan escrow account pursuant to the terms dE#ioeow Agreement.

4.3 Estimated Closing Date Adjustments

(a) On or about December 31, 2007 thégsashall mutually conduct a physical inventonyatifof the Seller’s inventory as it exists
as of such date. The results of such physical itorgrshall be rolled forward from such date to @lesing Date to account for inventory
acquired, created, consumed and sold by the Skltang such period in the manner identifiedSzhedule 4.3(a)

(b) On the Closing Date the Seller shmfiood faith prepare and deliver to the Purchasstatement (theEstimated NWC
Statement’) setting forth an estimated calculation of thet Méorking Capital as of the close of business @nday prior to the Closing
Date (the “Estimated NWC'’) and of the amount obtained by
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subtracting the Estimated NWC mintine Target Working Capital (theEstimated NWC Adjustmeri). The Estimated NWC Statement
must be prepared in accordance with t#gteed Accounting Principles’ which will consist of the Seller Basis of Accding and the
principles set forth o&chedule 4.3(b) providedthat to the extent that the Seller Basis of Accimgnand the principles set forth on
Schedule 4.3(bxonflict, the principles set forth ddchedule 4.3(bwill control. If the Estimated NWC Adjustment isagative number,
the Gross Purchase Price will be reduced by theuatrad the Estimated NWC Adjustment, subject tdtar adjustment as provided in
Sections 4.3(c) 4.4and8.5(b) . If the Estimated NWC Adjustment is a positive muam the Gross Purchase Price will be increasatidy
amount of the Estimated NWC Adjustment, subjedttther adjustment as provided$®ctions 4.3(c) 4.4and8.5(b).

(c) On the Closing Date the Seller arelRlarchaser shall mutually agree on a good fattmate of the Fair Market Value of the
Precious Metal in the Seller’'s inventory as of ¢these of business on the day prior to the ClosiateOithe “Estimated FMV Precious
Metal Inventory”). If the Estimated FMV Precious Metal Inventogyléss than the Book Value Precious Metal Inventasyidentified on
the Estimated NWC Statement, the Gross Purchase WRifl be reduced by the amount of such shortth# “ Inventory Shortfall”),
subject to further adjustment as provide&attions 4.4and8.5(b) . If the Estimated FMV Precious Metal Inventongigater than the
Book Value Precious Metal Inventory, as identif@dthe Estimated NWC Statement, the Gross Purdh@se will be increased by the
amount of such excess (thénventory Excess), subject to further adjustment as provide&ections 4.4nd8.5(b).

4.4 Definitive Purchase Price Adjustments

(a) Within 90 days after the Closing Ddke Purchaser shall prepare and deliver to tier@eworking capital statement (the “
Working Capital Statement), setting forth (i) the calculation of the Net \Wang Capital as of the close of business on thepir to the
Closing Date (the Closing Working Capital’) and (ii) the Fair Market Value of the Seller'sdleious Metal inventory as of the Closing (“
Closing FMV Precious Metal Inventory). The Working Capital Statement must be prepaneztcordance with the Agreed Accounting
Principles.

(b) Within 30 days following receipt byet Seller of the Working Capital Statement, théeBshall deliver written notice (an “
Objection Notic€’) to the Purchaser of any dispute it has with eespo the preparation or content of such staterdenObjection Notice
must describe in reasonable detail the items coadain the Working Capital Statement that the $éligputes and the basis for any such
disputes. Any items not disputed in the Objectianide will be deemed to have been accepted by ¢lierSIf the Seller does not deliver
an Objection Notice with respect to the Working EaStatement within such 30 day period, suchest&nt will be final, conclusive and
binding on the parties. In the event that the $elidivers a timely Objection Notice, the Purcheamedl the Seller shall negotiate in good
faith to resolve such dispute. If the PurchasertaedSeller, notwithstanding such good faith efftatl to resolve such dispute within
30 days after the Seller delivers an Objection ¢é&gtithen the Purchaser and the Seller, jointiy] shgage the Arbitration Firm to resolve
such
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dispute. As promptly as practicable thereafter (@mdny event, within 15 days after the Arbitratieirm’s engagement), the Seller shall
submit any unresolved elements of its objectioth&oArbitration Firm in writing (with a copy to tHeurchaser), supported by any
documents and arguments upon which it relies. Amptly as practicable thereafter (and, in any ewsithin 15 days following the
Seller's submission of such unresolved elemertis) Purchaser shall submit its response to the ratlmin Firm (with a copy to the Seller)
supported by any documents and arguments upon \ithielies. The Purchaser and the Seller shallesgthat the Arbitration Firm render
its determination within 15 days following its rguteof the Purchases’response. The scope of the disputes to be resbivthe Arbitratiol
Firm is limited to the unresolved items in the Qibjen Notice. In resolving any disputed item, thebifvation Firm may not assign a value
to any item greater than the greatest value claifmesiuch item by either party or less than thellestvalue claimed for such item by
either party. All determinations made by the Ardiiton Firm will be final, conclusive and binding tre parties. The Purchaser and the
Seller shall share equally the fees and expensthe drbitration Firm.

(c) For purposes of complying with thents set forth in thiSection 4.4, each party shall cooperate with and make availabthe
other party and its representatives all relevdiarination, records, data and working papers, aatl permit access to its facilities and
personnel, as may be reasonably required in coionegith the preparation and analysis of the Wogk@apital Statement and the
resolution of any disputes thereunder.

(d) If the Final Purchase Price (as findetermined pursuant ®ection 4.4(b)) is less than the Closing Purchase Price, then the
Seller shall pay to the Purchaser by means of @ tnansfer of immediately available funds to ancact designated in writing by the
Purchaser an amount in cash equal to such shoffath payment must be made within five businegs dathe date on which Final
Purchase Price is finally determined pursuar8¢otion 4.4(b).

(e) If the Final Purchase Price (as findetermined pursuant ®ection 4.4(b)) is greater than the Closing Purchase Price, tinen
Purchaser shall pay to the Seller by means of a tnansfer of immediately available funds to anoaict designated in writing by the Sel
an amount in cash equal to such excess. Such paymusihbe made within five business days of the datwhich Final Purchase Price is
finally determined pursuant ®ection 4.4(b).

4.5 Allocation of Purchase Price The Purchase Price (including the Assumed Liabgitncluded in the amount realized for federal

income tax purposes) will be allocated among thelased Assets in accordance with their fair marikies as determined using the
methodology set forth ofichedule 4.5ttached hereto, which the parties agree compligsSection 1060 of the Code. Each of the parties
hereto shall report the purchase and sale of thehBsed Assets and the Assumed Liabilities in atzoare with the fair market values
determined pursuant f8chedule 4.5or all income Tax purposes. The Purchaser an&#tler shall each adopt and utilize the fair market
values determined pursuant3chedule 4.5or purposes of filing IRS Form 8594 and all otReturns filed by each of them (unless othen
required by Law), and neither of them will volunlgtake any position inconsistent therewith upe@mination of any such Return, in any
Proceeding or otherwise with respect to such
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Returns. The Purchaser and the Seller each agmevile the other promptly with any other inforimatrequired to complete Form 8594,
Schedule 4.5hall be amended in accordance with applicable &sithe parties jointly agree in writing.

ARTICLE 5: CLOSING

5.1 Closing. The closing of the transactions contemplatedbhe(the “Closing”) will take place at the offices of Jones Day, 901
Lakeside Avenue, Cleveland, Ohio not later tharfiftte business day after which the last of theditions set forth irArticle 9 have been
satisfied or waived (other than those conditiorad Hre to be satisfied at the Closing) or on suhbradate or at such other location that the
Purchaser and the Seller agree to in writing (tB$osing Date”).

5.2 Deliveries by the Seller On the Closing Date, the Seller shall deliver ® Burchaser the following items:
(a) the Escrow Agreement, duly executgthle Seller;
(b) the Bill of Sale, in substantiallyetform attached hereto Eghibit C , duly executed by the Seller;

(c) an assumption agreement, in subsihnthe form attached hereto Bshibit D (the “ Assumption Agreemeriy), duly executed
by the Seller;

(d) a non-competition agreement, in satslly the form attached heretoEshibit E (the “ Non-Competition Agreemeni), duly
executed by the shareholders of the Seller;

(e) possession of the Purchased Assets;
(f) a reasonably current certificateadadl existence of the Seller issued by the SegrefaBtate of its state of incorporation;

(g) copies of resolutions of the boardlioéctors and shareholders of the Seller approttiagexecution and delivery of this
Agreement and the Ancillary Agreements to which$edler is to be a party, and the consummatioh®ttansactions contemplated her
and thereby, certified by an officer of the Seller;

(h) appropriate termination statementdeurthe Uniform Commercial Code and other instrumeas may be requested by the
Purchaser to extinguish all Liens on the Purchassts, in each case other than the Permitted Liens

(i) a certificate in form and substanagsfactory to the Purchaser executed by the Sedidifying that it is not a “foreign person” as
defined in Section 1445 of the Code;

(i) all consents, assignments and apgsdvam, and all necessary filings with and notit@sany Person set forth &chedule 5.2
(j)_, in each case in a form reasonably satisfactotiigdurchaser;
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(k) assignments transferring to the Paseh the Purchased Intellectual Property, in sobatly the forms attached hereto as
Exhibit F (Trademark AssignmentExhibit G (Domain Name Assignment) aiikhibit H (Patent Assignment);

() leases for the Windsor Property amel Bloomfield Property that are structured at mar&tes, in a form mutually acceptable to
the Purchaser and the lessors (collectively, thedses’), duly executed by J & M Real Estate Leasing, L{i€the case of the Windsor
Property) and JMS Newberry, LLC (in the case ofBl@omfield Property);

(m) employment agreements by and betwlee®Purchaser and each of Robert Newton and JéBweghard (the Key Employees
"), in substantially the form attached heretdEasibit | (the “Employment Agreementy, duly executed by each of the Key Employees;

(n) a guaranty, in substantially the fattached hereto &xhibit J , by each of the shareholders of the Seller aggeeiguaranty
the Seller’s indemnity obligations contained irsthigreement;

(o) certificates of title to all motorcother titled vehicles included in the Purchasedes, duly endorsed for transfer to the
Purchaser as of the Closing Date;

(p) the certificates required Bgctions 9.2(apnd9.2(b);

(q) evidence satisfactory to the Purchisat the Seller has waived all of its rights bdagce the noncompetition provisions contai
in the following agreements: (i) Amended and Restdbcentive Unit Agreement with Robert Newton), imended and Restated
Incentive Unit Agreement with Jeffrey Bouchard, diiigl Confidentiality, Noncompete and Nondisclosukgreements signed by each of
the Transferred Employees; and

(r) such other documents and instrumasthe Purchaser reasonably requests to consurtiredtansactions contemplated hereby.

5.3 Deliveries by the Purchaser On the Closing Date, the Purchaser shall delivénédSeller the following items:

(a) the Closing Purchase Price;

(b) the Escrow Agreement, duly executgdhie Purchaser (or its Affiliate) and the Escrogeft, with the Escrow Amount paid to
the Escrow Agent;

(c) the Bill of Sale, duly executed by tAurchaser (or its Affiliate);
(d) the Assumption Agreement, duly exeduty the Purchaser (or its Affiliate);
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(e) the Non-Competition Agreement, dute@uted by the Purchaser (or its Affiliate);
(f) the Leases, duly executed by the Raser (or its Affiliate);

(g) the Employment Agreements, duly exedlpy the Purchaser (or its Affiliate);

(h) the certificates required Bgctions 9.3(apnd9.3(b); and

(i) such other documents and instrumaatthe Seller reasonably requests to consummateatisactions contemplated hereby.

ARTICLE 6: REPRESENTATIONS AND WARRANTIES OF THE SE LLER

The Seller represents and warrants t&tirehaser as follows:

6.1 Existence and Good StandingThe Seller is a corporation duly incorporated,digliexisting and in good standing under the laws
of its state of incorporation and is duly qualifieddo business as a foreign corporation and good standing in the jurisdictions set forth on
Schedule 6.1 which are the only jurisdictions in which the IBeis required to be so qualified. The Seller tialivered to the Purchaser true,
correct and complete copies of its organizatiomguenents, each as currently in effect and reflgciimy and all amendments thereto through
the Closing Date. Such organizational documenténaiidl force and effect and the Seller is nowialation of any provision thereof.

6.2 Power. The Seller has the requisite power and authorifaf@wn, operate and lease its properties andsaasand where
currently owned, operated and leased, and (b) carits business as currently conducted. The Sedlerthe requisite power and authority to
execute, deliver and perform fully its obligatiamsder this Agreement and the Ancillary AgreemeNts further action on the part of the
Seller is or will be required in order for the ®elto have the requisite corporate power and aityhiarconnection with the transactions
contemplated by this Agreement or the Ancillary égments.

6.3 Enforceability . The Seller’s execution, delivery and performancthisf Agreement and the Ancillary Agreements, dred t
consummation by the Seller of the transactionsesoptated hereby and thereby, have been duly amdlywauthorized by all necessary board
of director and shareholder action on the parhefSeller, and constitute the valid and legallydisig obligations of the Seller enforceable
against the Seller in accordance with their terms.

6.4 No Conflict. Except as set forth ddchedule 6.4 neither the Selles’ execution of this Agreement or the Ancillary Agmeents, nc
the performance by the Seller of its obligationsehader or thereunder will (a) violate or confliath the Seller’s organizational documents
or any Law or Order, (b) violate, conflict with msult in a breach or termination of, or otherwjgsee any Person additional rights or
compensation under, or the right to terminate oeksrate, or constitute (with notice or lapse wigj or both) a default under the terms of any
note, deed, lease, instrument, security agreemmtgage, commitment, contract, agreement,
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license or other instrument or oral understanding/tiich the Seller is a party or by which any @& furchased Assets are bound, or (c) result
in the creation or imposition of any Lien with respto, or otherwise have an adverse effect uppnpathe Purchased Assets.

6.5 Consents Except as set forth ddchedule 6.5 no consent, approval or authorization of, or aafice to, any Person is required in
connection with the execution and delivery by tledle® of this Agreement or the Ancillary Agreemeatghe consummation by the Seller of
the transactions contemplated hereby or thereby.

6.6 Real Property.
(a) The Seller does not own any real erggp

(b) The Leased Real Property constitateReal Property used or occupied for the openatitthe Business. The Seller has a valid
and enforceable leasehold interest in all of thaskeel Real Property. No portion of the Leased Regdd?ty is leased or subleased to any
third party, and no third party is in possessioamy of the Leased Real Property. The Seller hagigied the Purchaser with accurate,
correct and complete copies of all written leases@her agreements relating to the Leased RepkERyg including all amendments
related thereto, and through the notes to the EinbhBtatements summaries of the material ternadl @in-written arrangements with
respect to the Leased Real Property. The Sellargsaceable possession of the Leased Real Property

(c) None of the Leased Real Propertylgect to any easements, rights of way, licensemstg, building or use restrictions,
exceptions, reservations, limitations or other idipents which materially and adversely affect thkig to the Business of the leasehold
interest therein or which materially interfere withimpair the present and continued use theretiférusual and normal conduct of the
Business as currently conducted. Except as sét émEchedule 6.6(c) the Leased Real Property is in good conditionrapeiir (subject
to normal wear and tear) and is sufficient fordperation of the Business as it is currently cotellicExcept as set forth &chedule 6.6
(c), all of the Leased Real Property has been maiediaéimd repaired consistent with past practicenraaner that is appropriate for the
continued operation of the Business. The Sellemeasontracted for any material to be furnishethbor to be performed in connection
with any improvements located on the Leased Reagddrty for which (i) such work has not been corgade((ii) such material has not been
furnished or (iii) payment has not been made.

(d) Neither the whole nor any portiortloé Leased Real Property has been condemned, itengd or otherwise taken by any
public authority, no notice of any such condemmatrequisition or taking has been received anthedknowledge of the Seller, no such
condemnation, requisition or taking of the LeasedlRProperty is threatened. There are no publicorgments pending or, to the
Knowledge of the Seller, threatened that may reésudpecial assessments against or otherwise iaffettte Leased Real Property. Each
building or other facility located at the LeasecaReroperty currently is served by gas, electrjaitgter, sewage and waste disposal and
other utilities adequate to operate such buildinfaaility in accordance with its current use, arwhe
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of the utility companies serving any such buildergacility has threatened the Seller with any &itun in service. All of said utilities are
installed and operating and all installation andration charges have been paid for in full.

(e) The Leased Real Property is in mateompliance with, and all buildings, structurether improvements and fixtures on such
Leased Real Property and the operations of thenBssiin or about any Leased Real Property theogiducted, conform in all material
respects to all applicable health, fire, safetyizg and building Laws and all applicable covenaotsditions and restrictions. The Leased
Real Property includes all rights to any efte facilities necessary to ensure compliance wlitapplicable Laws. The zoning of each pa
of Leased Real Property permits the existing impnognts and the continued operation of the Busibg$ise Purchaser at such sites
following the Closing in the manner operated by $tedler prior to the Closing. The Seller has afleeaents and rights necessary or
appropriate to conduct the Business at the LeasatlfRoperty.

6.7 Personal Property. The Seller and J&M Equipment have entered inéoJ&M Equipment Agreement pursuant to which J&Ml wil
immediately prior to the Closing convey to the 8ethe equipment listed &chedule 6.7 The Seller has (or will have immediately prior to
the Closing, in the case of the equipment liste&admedule 6.7 good and marketable title to, or valid and endatdle leasehold or license
interests in, all of the Purchased Assets, in eask free and clear of all Liens other than Peenhitiens. The tangible Purchased Assets (
than inventory are in good condition and repaibjsct to normal wear and tear) and are sufficienttie operation of the Business as it is
currently conducted. All of the tangible Purchasadets other than inventory have been maintairgaired and replaced consistent with
practice in a manner that is appropriate for thaticoed operation of the Business.

6.8 Necessary Property The Purchased Assets, when transferred to the 8echand the Leased Real Property, when leagbd to
Purchaser, will be adequate and sufficient to petimei Purchaser to conduct the Business as cordlbygtthe Seller prior to the Closing Date.
The Seller is the only entity through which the Bess is conducted, and the Seller does not owseler use any assets in the conduct of the
Business other than the Leased Real Property,utehBsed Assets and the Retained Assets. No Adfiiithe Seller owns or uses any assets
used or useful in the Business, other than theddeReal Property and the machinery and equipmahigtihe subject of the J&M Equipment
Agreement.

6.9 Litigation . There is no instance in which the Seller, in cotinaowith the operation of the Business or the Rased Assets, is
(a) subject to any unsatisfied Order or (b) a pantyto the Knowledge of the Seller, is threatetede made a party, to any Proceeding. T
are no Proceedings pending or, to the KnowledgheoSeller, threatened that question the validithis Agreement, the Ancillary
Agreements or any of the transactions contemplag¢eeby or thereby.

6.10 Compliance with Laws and Orders The Seller is now, and, to the Knowledge of théeBehas been during the preceding five
years, in material compliance with all Laws and @sdapplicable to the Purchased Assets and thex@ssiThe Seller does r
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have Knowledge of any proposed Law or Order thatld/be applicable to the Purchased Assets or tlsnBsis and that would have a
Material Adverse Effect.

6.11 Conduct of BusinessSince December 31, 2006, the Seller has condulcéeBusiness in the Ordinary Course of Businessiapa
from entry into this Agreement and discussions WBithsh and its Affiliates, including the Purchadeading thereto), and there has not been
any material adverse change in the operation oBtigness or the performance or financial conditibthe Seller. Without limiting the
generality of the foregoing, except for entry itiits Agreement and as set forth 8chedule 6.11 since December 31, 2006, the Seller has
not:

(a) borrowed any amount or incurred ardmee subject to any liability except (i) curremtilities incurred in the Ordinary Course of
Business, (i) liabilities under Contracts enteirgd in the Ordinary Course of Business, and fidyrowings under lines of credit existing
on such date;

(b) mortgaged, pledged or subjected tolaan any of the Purchased Assets, except Pehiiiiens;

(c) sold, assigned or transferred (inclgdwithout limitation, transfers to any employesisareholders or Affiliates) any Purchased
Assets except in the Ordinary Course of Businassanceled any material debts or claims;

(d) waived any material rights of value;

(e) taken any other action or entered arty other transaction (including any transactiwite employees, shareholders or Affiliates)
other than in the Ordinary Course of Business;

(f) suffered any material theft, damadgstruction or loss of or to any Purchased Assets;

(9) (i) increased the salary, wages beptompensation rates of any officer, employeectlyr, partner or consultant of the Seller
(i) made or granted any increase in any Employeediit Plan, or amended or terminated any exidfimgployee Benefit Plan, or adopted
any new Employee Benefit Plan or made any commitroeimcurred any liability to any labor organizati

(h) authorized or made any capital exgenes or commitments therefor in excess of $25jadidually;

(i) made any change in its accountingax principles, practices or policies from thosézsd in the preparation of the Financial
Statements;

()) made any material write-off or writiwn of or made any determination to write-off aiterdown any of its assets and
properties;
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(k) made any change in its general pggractices or policies, other than pricing chareygwessly contemplated by Contracts listed
on Schedule 6.15 or any change in its credit or allowance prastioepolicies;

() engaged in any activity that reasdypabuld be expected to result in a reduction, terapy or otherwise, in the demand for, or an
increase in the returns of the products offerethieySeller following the Closing, including saldgpooducts on terms or at prices or
guantities outside the Ordinary Course of Business;

(m) entered into any amendment, modificattermination (partial or complete, but exclugltermination or expiration in accordal
with its terms) or granted any waiver under or gia@y consent with respect to any agreement thatjisred (or had it been in effect on
the date of this Agreement would have been requteete disclosed in the Schedules to this Agre¢nexeluding any of the same
expressly identified in the Schedules to this Agreat;

(n) licensed in or purchased any IntéllatProperty other than in the Ordinary CoursB8udiness or licensed out or otherwise
permitted any Person to use any Intellectual Ptgmavned by or licensed to the Seller;

(o) commenced or terminated any linewfibess; or
(p) agreed to do any of the foregoing.
6.12 Labor Matters.

(a) (i) The Seller is not a party to oubd by any union contract, collective bargainiggegment, employment contract, independent
contractor agreement, consultation agreement,har aimilar type of contract, (ii) the Seller hat agreed to recognize any union or other
collective bargaining unit, and (iii) no union asliective bargaining unit has been certified agespnting the Seller's employees and no
organizational attempt has been made or threateyned on behalf of any labor union or collectivedsining unit with respect to any of
the Seller's employees. The Seller has not expeg@any labor strike, dispute, slowdown or stoppageny other material labor difficulty
during the past five years.

(b)Schedule 6.12(b¥ets forth a list of all employees of the Sellkee tate of all regular and special compensatidmefathan
pursuant to Employee Benefit Plans) payable to each person in any and all capacities, and anylaegr special compensation (other
than pursuant to Employee Benefit Plans) thatlvélpayable to each such person in any and all itegsaas of the Closing Date other than
the then current accrual of regular payroll compéing. Except as set forth &chedule 6.12(b) the Seller does not employ any employee
who cannot be dismissed immediately without nagied without further liability to the Seller, subjéo applicable Laws relating to
employment discrimination. Except as set fortifSmhedule 6.12(b) the Seller does not have any Knowledge that &itg employees are
unwilling to accept employment with the Purchagessuming compliance by the Purchaser v@tittion 8.11(a) there has
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been no “mass layoff” or “plant closing” as definggdthe Worker Adjustment and Retraining NotificatiAct with respect to the Seller.
6.13 Employee Benefit Plans

(a)Schedule 6.13%ets forth a complete list of (i) all “employee bé&hplans,” as defined in Section 3(3) of ERISH), &ll other
severance pay, salary continuation, bonus, incensitock option, retirement, pension, profit shguén deferred compensation plans,
contracts, programs, funds, or arrangements okaray and (iii) all other employee benefit plansptracts, programs, funds, or
arrangements (whether written or oral, qualifieshonqualified, funded or unfunded, foreign or dotitedut only to the extent the Seller
has any remaining obligations thereunder) and arsg, tescrow, or similar agreement related thergbether or not funded, in respect of
any present or former employees, directors, officehareholders, consultants, or independent eatsaof the Seller (or any trade or
business (whether or not incorporated) (i) undenmon control within the meaning of Section 4001 b){f ERISA with the Seller or (ii)
that together with the Seller is treated as a sieghployer under Section 414(t) of the Code (t@®ntrolled Group”)) or with respect to
which the Seller (or the Controlled Group) has madis required to make payments, transfers, otritiutions (all of the above being
hereinafter individually or collectively referred &s “Employee Benefit Plari or “* Employee Benefit Plang’ respectively). The Seller
does not have any liability with respect to anynpkarrangement or practice of the type describeédamreceding sentence other than the
Employee Benefit Plans.

(b) True and complete copies of the feilg materials have been delivered to the Purché&$ell current plan documents for each
Employee Benefit Plan or, in the case of an unemiEmployee Benefit Plan, a written descriptiomebég (ii) all determination letters frc
the IRS with respect to any of the Employee Berifins that are intended to be qualified underi@edi01(a) of the Code, (iii) all current
summary plan descriptions, summaries of materiaifications, annual reports, and summary annuansp(iv) all current trust
agreements, insurance contracts, and other docamedating to the funding or payment of benefitdemany Employee Benefit Plan, and
(v) any other documents, forms or other instrumegitgting to any Employee Benefit Plan reasonabtjuested by the Purchaser.

(c) Each Employee Benefit Plan has beaimtained, operated, and administered in mateoialpiance with its terms and any
related documents or agreements and in materigbléamee with all applicable Laws. The Seller hasimall contributions and payments
due under each Employee Benefit Plan and there famding deficiency thereunder. There have beeprobibited transactions or mate
breaches of any of the duties imposed on “fidueir{within the meaning of Section 3(21) of ERIS#A) ERISA with respect to the
Employee Benefit Plans that could result in anyamalt liability or excise tax under ERISA or thed&obeing imposed on the Seller.

(d) Each Employee Benefit Plan intendetd qualified under Section 401(a) of the Codmigualified and has heretofore been
determined by the IRS to be so qualified, and ¢addt created thereunder has heretofore been detdrhy
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the IRS to be exempt from tax under the provisiwinSection 501(a) of the Code, and nothing has medwsince the date of any such
determination that could reasonably be expectgiMothe IRS grounds to revoke such determination.

(e) Except as set forth 8Buohedule 6.13(e)the Seller currently does not have and at no timthe past has had an obligation to
contribute to a “defined benefit plan” as definadSection 3(35) of ERISA, a pension plan subje¢h&funding standards of Section 302
of ERISA or Section 412 of the Code, a “multiemmoplan” as defined in Section 3(37) of ERISA oct8m 414(f) of the Code or a
“multiple employer plan” within the meaning of Siect 210(a) of ERISA or Section 413(c) of the Code.

() With respect to each group healtm@enefiting any current or former employee of @adler or any member of the Controlled
Group that is subject to Section 4980B of the Ctlike Seller and each member of the Controlled Glagcomplied in all material
respects with the continuation coverage requiremehSection 4980B of the Code and Part 6 of Salditof Title | of ERISA.

(g)Schedule 6.13(gpets forth all bonuses paid or payable to employegnts and consultants of and to the Sellerrasudt of the
transactions contemplated by this Agreement.

(h) Except as set forth S8ehedule 6.13(h) the Seller is not a party to any contract undeictvany person may receive payments
characterized as “excess parachute payments” vilteimeaning of Section 280G of the Code.

6.14 Environmental. Except as set forth ddchedule 6.14%r as identified as a result of any of the Phasmtironmental sampling
contemplated bgection 8.1:

(a) There are no underground tanks aladieiet pipes, pumps and other facilities regardbéskeir use or purpose, whether active or
abandoned, at the Leased Real Property.

(b) To the Knowledge of the Seller, thisrao asbestos nor any asbestos-containing miatesad in, applied to or in any way
incorporated in any building, structure or othemnimf improvement on the Leased Real Property. Séleer does not sell and has not sold
any product containing asbestos or that utilizeis@orporates asbestos-containing materials irveay:

(c) The Seller is presently and, to theWledge of the Seller, for the past five yearslieen in material compliance with all
Environmental Laws applicable to the Leased Reapénty and the Business, and the Seller has neivext notice from any Governmer
Authority (other than as may have previously bemolved in full), and has no Knowledge, of any Emwimental Conditions at the Leased
Real Property that require reporting, investigat@mssessment, cleanup, remediation or any otherdpesponse action pursuant to any
Environmental Law or that could be the basis for aility of the Seller of any kind pursuant toygEnvironmental Law.
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(d) The Seller has not generated, manuifad, refined, transported, treated, stored, lhdlisposed, transferred, produced, or
processed any Hazardous Materials at or upon thedd=Real Property, except in material complianite al applicable Environmental
Laws, and there has been no Release or Threatledi$&eby the Seller of any Hazardous Material &t ¢ime vicinity of the Leased Real
Property that requires or may require reportingestigation, assessment, cleanup, remediationyooter type of response action by the
Seller pursuant to any Environmental Law.

(e) The Seller has not (i) entered imtb@&en subject to any consent decree, compliartzr,arr administrative order with respect to
any Environmental Condition or relating to obligeis under any Environmental Law; (ii) received oetinder the citizen suit provisions
of any Environmental Law in connection with the ted Real Property; (iii) received any requestiiéorimation, notice, demand letter,
administrative inquiry, or formal or informal conait or claim with respect to any Environmental @Gition at the Leased Real Property;
or (iv) been subject to or threatened with any goweental or citizen enforcement action with respgeche Leased Real Property.

(f) There currently are effective all Pétis required under any Environmental Law thatrezeessary for the Seller’s activities and
operations at the Leased Real Property, for anygramgoing alterations or improvements thereahfan the Selleis business operatior
and any applications for renewal of such Permit&eHzeen submitted on a timely basis.

(g) To the Knowledge of the Seller, thesBiess will not require a material capital expaméior annual operating expense increase
during the two years following the Closing Dateatthieve compliance with any Environmental Law.

(h) The Seller has provided to the Puseha@opies of all documents, records, and infoirnaiti its possession or control concerning
Environmental Conditions, compliance with or potainfability under Environmental Laws or exposwfeany Person to any Hazardous
Material in connection with the Seller’'s businepgmtions, including, without limitation, previoystonducted environmental compliance
audits, underground storage tank closures, envieorah site assessments, asbestos surveys and ddsuegarding any Release of
Hazardous Materials at, upon, under or from theskdaReal Property, spill control plans, and envitental agency reports and
correspondence.

6.15_Contracts. Schedule 6.15ets forth all contracts, agreements, leases,dagnnstruments, guarantees, bids, orders ano s

to which the Seller is a party or by which anylo# Purchased Assets are bound, other than purahdsgale orders entered into in the
Ordinary Course of Business (each,@dntract” and collectively, the ‘Contracts”). The Seller has provided to the Purchaser oeect
and complete copies of each Contract, as amend#atéo Each Contract listed 8chedule 6.1For required to be listed dbchedule 6.15 is
a valid, binding and enforceable obligation of 8edler, enforceable against the Seller in accorelavith its terms. With respect to the
Contracts listed o8chedule 6.15or required to be listed ddchedule 6.15: (a) neither the Seller, nor, to the Knowledgehef Seller, any
other party thereto, is in default under or in at@n of any Contract; (b) no event has
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occurred that, with notice or lapse of time or hatobuld constitute such a default or violation; gopthe Seller has not released any of its
rights under any Contract.

6.16 Permits. Schedule 6.168ets forth a complete and accurate list of all ermlating to the Purchased Assets held by tiierSe
and used in the conduct of the Business. The Sellarmaterial compliance with the terms of suenriits and there is no pending or, to the
knowledge of the Seller, threatened terminatiopjraxion or revocation thereof, it being understtioat the Seller will cause all of such
Permits to be terminated following the Closinghe &xtent the same are not transferable to thehBsec. Except for the Permits set forth and
described irBchedule 6.16 there are no Permits, whether written or oratessary or required for the conduct of the Busioedsr the
ownership or use of any of the Purchased Assets.

6.17 Intellectual Property.

(a)schedule 6.17(a¥ets forth an accurate and complete list, includirggowner, application or registration number datk, and
jurisdiction, as applicable, of all of the followgrPurchased Intellectual Property: (i) patentsapyulications therefor, (ii) registered
trademarks and applications therefor, (iii) Intéremain names and (iv) proprietary software, coimpsystems and databases that are
material to the Business. The Seller does not awniravention disclosures or registered copyrightsfees, taxes, annuities and other
payments associated with filing, prosecuting, isgurecording, registering or maintaining any sBeinchased Intellectual Property have
been paid in full through Closing in a timely manteethe proper Governmental Authority, and ex@pset forth oschedule 6.17(a) no
such fees are due within the one year period foliguClosing. All actions required to record eachnewthroughout the entire chain of title
of all of the Purchased Intellectual Property reegito be listed oSchedule 6.17(ayvith each applicable Governmental Authority up
through the Closing have been taken, including gayrof all costs, fees, taxes and expenses assoeidgth such recording activities.

(b) Except as set forth S8ehedule 6.17(bjand with respect to licenses of generally availablmputer software (i) the Seller is the
sole and exclusive owner of all right, title antkirest in and to the Purchased Intellectual Prg@ertl the entire right, title and interest of
such Purchased Intellectual Property required tlisbed onSchedule 6.17(ajs recorded with the applicable Governmental Autiior
solely in the name of the Seller, and (ii) excajtspant to a Contract listed &ehedule 6.15 the Seller has not granted to any Person any
rights to utilize any Purchased Intellectual Proyper sell any products or services that utilizérmorporate, or that were developed
utilizing or incorporating, any Purchased IntelieddtProperty.

(c) There is no notice or pending or #eaed claim against the Seller (and there habew®t any such notice or claim) asserting
(i) that any of the Purchased Intellectual Properigappropriates, violates or otherwise conflicithwthe Intellectual Property of any third
party, (ii) that any of the Purchased Intellectedperty is invalid or unenforceable, (iii) thaetpresent or past conduct of the Business
infringes or otherwise violates any Intellectuabgarty of any other Person, (iv) that any Persandmgy rights to utilize any of the
Purchased Intellectual Property or sell any prosloct
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devices that utilize or incorporate, or that weegaloped utilizing or incorporating, any Purchabgdllectual Property, or (v) that could, if
adversely determined against the Seller, adveedédygt the Purchaser’s ability to utilize any oé tAurchased Intellectual Property. To the
Knowledge of the Seller, no basis for any suchagotir claim exists.

(d) The operation of the Business dogsmnidnge or otherwise violate, and has not infiéd or otherwise violated, the Intellectual
Property of any other Person. The Seller has netngany notice to any third party asserting infeimgent, misappropriation, conflict with, or
other violation by such third parties of any of therchased Intellectual Property. To the Knowledggne Seller, none of the Purchased
Intellectual Property is being infringed by any ®8. Subject to the license agreements identifire8anedule 6.17(bpr pertaining to
generally available computer software, no obligataists that would impede or prevent the Sellemfselling, assigning, transferring,
conveying and delivering to the Purchaser the enight, title and interest of the Seller in andthe Purchased Intellectual Property. The
Seller is not subject to any bars or other resbmst with respect to its rights to practice undey af the Purchased Intellectual Property, and
subject to the license agreements identifieéohedule 6.17(bpr pertaining to generally available computer safey no bars or other
restrictions on the Sellex’rights to practice under any of the Purchaseglléutual Property will be created by, or will, lason of any actic
or inaction of the Seller before or after the QigsDate exist after, the consummation of the tretimas contemplated hereby, other than the
fact that the Seller will be precluded from praicticunder any of the Purchased Intellectual Prgp@yrtreason of its sale of all right, title and
interest of the Seller therein to the Purchaser.

(e) All Information Systems used by thedl& are owned, controlled and operated by thkeeSahd are not wholly or partly dependent
upon any Information System of any other Persohefothan the Internet and Internet service prosgider

6.18 Financial Statements

(a) Attached &8chedule 6.18(agre complete and accurate copies of (i) the unediditlance sheets of the Seller as of December 31,
2006 and December 31, 2005, and the related uraustitements of income, cash flow and shareholegusty for the years then ended,
together with the notes thereto, and the othenfira information included therewith (collectivelhe “Financial Statements), and (ii) the
unaudited balance sheet of the Seller as of Oct®be2007 and the related unaudited statementsofiie, cash flow and shareholdexgquity
for the ten-month period then ended (collectivély tInterim Financial Statements)).

(b) The Financial Statements presenlyfain all material respects, the financial positioesults of operations, cash flows and
shareholders’ equity of the Seller at the datesfanthe time periods indicated, and have beengezpby the management of the Seller in
accordance with the Seller Basis of Accounting,clitis consistent with GAAP except as otherwise choieSchedule 6.18(b) The Interim
Financial Statements present fairly in all matemssipects the financial position, results of operat cash flows and shareholders’ equity of
the Seller at the date and for the period indicatedl have been prepared in accordance with therBakis of
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Accounting. The Financial Statements and the Imdtinancial Statements were derived from the bawitsrecords of the Seller. To the
extent required by the Seller Basis of Accountadgliabilities of the Seller (including, withouinhitation, those relating to employment and
environmental matters) have been properly reseiaedn the Financial Statements and Interim FinalnBtatements.

(c) The Seller does not have any liab#itwhether accrued, absolute, contingent, urdiapeid or otherwise, whether due or to become
due, whether known or unknown, regardless of wissered), except (i) liabilities reflected in thal&1ce Sheet, (i) liabilities that have
arisen after the date of the Balance Sheet in tidn@ry Course of Business (none of which relabesreach of contract, breach of warranty,
tort, infringement, violation of Law or environmahtiability); or (iii) as otherwise set forth iBchedule 6.18(c)

6.19 Accounts Receivable and Inventory

(a) All accounts and notes receivablthefSeller represent sales actually made in thé&nyg Course of Business or valid claims as to
which full performance has been rendered by thieS&lll of the accounts and notes receivable ef$leller are collectible in full in the
Ordinary Course of Business. No counter claimsgiasds or offsetting claims with respect to the antoor notes receivable of the Seller are
pending or, to the Knowledge of the Seller, threatk All of the accounts and notes receivable ef3bller relate solely to sales of goods or
services to customers of the Seller, none of whiehAffiliates of the Seller.

(b) (i) The inventories of the SellerHet than Precious Metals) are of a quality and tityamseable or saleable in amounts not less thar
their respective book values in the Ordinary CowfsBusiness on or prior to the first anniversafiyhe Closing Date and (ii) the Precious
Metals contained in Seller’s inventory are of algggand quantity useable and saleable in the GyiltCourse of Business. None of the
inventory is held on consignment or otherwise bgdtparties, except as set forthSehedule 6.19(b)

6.20 Taxes
(a) The Seller has timely filed all Retsirequired by applicable Law to be filed by it.

(b) The Returns are true, correct andmeta in all material respects.
(c) Except as set forth 8ehedule 6.20(c) the Seller’'s Returns have never been auditedhipyTaxing Authority.

(d) All Taxes owed by the Seller (whetbenot shown as due and payable on the Returhidva been filed) have been timely paic
withheld and remitted to the appropriate Taxinghfuity. The Seller does not have any liability foe Taxes of any other Person under
Treasury Regulation Section 1.1502-6 (or any sinitavision of state, local or foreign Law), agansferee or successor, by contract
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or otherwise, other than Real Property Taxes paylaplthe lessors thereof in connection with thesedaReal Property and Personal Property
Taxes payable by J&M Equipment with respect torttaehinery and equipment that is the subject ofl&d Equipment Agreement.

(e) The Seller has not granted any eitens waiver of the statute of limitations periagplicable to any Return, which period (after
giving effect to such extension or waiver) hasyweitexpired.

(f) There is no Proceeding now pending@the knowledge of the Seller, threatened againwith respect to the Seller in respect of
any Tax.

(g) There are no Liens for Taxes uponRhechased Assets, except Liens for current Tagkegat due.
(h) The Seller is not a foreign persothimi the meaning of Section 1445 of the Code.

(i) No claim has ever been made by a @Gawental Authority in a jurisdiction where the ®eltloes not file Returns that it is or may be
subject to taxation by that jurisdiction or Goveental Authority.

()) The Seller has withheld and paidTalkes required to have been withheld and paid mimection with amounts paid or owing to any
employee, independent contractor, creditor, shadehor other third party.

6.21 Customers and Suppliers

(a)Schedule 6.21(a¥ets forth the six largest customers (based oddhar amount of revenues) of the Seller for thargeended
December 31, 2005 and December 31, 2006 and thadath period ended October 31, 2007 (tihdterial Customers)). (i) None of the
Material Customers identified for the year endeddber 31, 2006 has reduced materially its busiwéhsthe Seller from the levels
achieved during the year ended December 31, 206@@nSeller has no reason to believe that suchtamal Customer will do so; (ii) since
October 31, 2007, no Material Customer identifiedthe ten month period ended October 31, 200drasnated its relationship with the
Seller or threatened to do so, (iii) the Seller haseason to believe that its relationship witly Rtaterial Customer will change in a manner
materially adverse to the Seller or the Businesk(af) the Seller is not involved in any claim, plige or controversy with any of its custom
other than in the Ordinary Course of Business.

(b)Schedule 6.21(b¥ets forth the six largest suppliers (based onlttiar amount of purchases) of the Seller for tharg ended
December 31, 2005 and December 31, 2006 and thadath period ended October 31, 2007 (tihdterial Suppliers”). (i) None of the
Material Suppliers identified for the year endecc@®mber 31, 2006 has reduced materially its sald#et&eller from the levels achieved
during the year ended December 31, 2006 otherdbarto changing demand from the Seller, and thierS®hs no reason to believe that a
Material Supplier will do so, (ii) since October
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31, 2007, no Material Supplier identified for tlem tmonth period ended October 31, 2007 has teredrits relationship with the Seller ott
than due to changing demand from the Seller oatkreed to do so, (iii) the Seller has no reasdretieve that its relationship with any
Material Supplier will change in a manner mateyiativerse to the Seller or the Business and (&3#ller is not involved in any claim,
dispute or controversy with any of its suppliersestthan in the Ordinary Course of Busin&shedule 6.21(b)ists all suppliers of
significant goods or services (other than eledyricas, telephone or water) to the Seller witlpees to which alternative sources of supply
are not readily available on comparable terms amdiicions (including all suppliers that are theyordasonably available source).

6.22 Insurance. Schedule 6.2Zets forth a true and complete list of all insueapolicies maintained by the Seller, or under wisink
director or officer of the Seller in his or her e&jity as such is or has been a party, an insuretherwise the beneficiary of coverage. With
respect to each such policy: (i) the policy isdaind enforceable and in full force and effec},tfie Seller has paid all premiums due and has
otherwise performed all of its obligations undectspolicy, (iii) there is no breach or default ImgtSeller, and no event has occurred that,
notice or the lapse of time, would constitute aabheor default or permit termination, modificationacceleration under the policy and the
execution of this Agreement or the Ancillary Agresats and the consummation of the transactions egri&ted hereby and thereby will not
result in such breach or default or permit any secimination, modification or acceleration and (i party to the policy has repudiated any
provision thereof. The Seller has not receivedrastyce of cancellation or termination or non-renewih respect to any such policy. The
insurance maintained by the Seller is sufficientdmply with all applicable Laws and Contracts toieh it is a party or by which it is bound.
To the Knowledge of the Seller, no event relatmghie Seller has occurred that could reasonabxpected to result in a retroactive upward
adjustment in premiums under any of the insurarmndieips set forth orschedule 6.22 To the Knowledge of the Seller, no insuranceiearr
providing insurance to the Seller is in receivegpskibnservatorship, liquidation or similar procerdi. Except for deductible obligations set
forth in the Seller’s insurance policies providedhe Purchaser, the Seller does not have anynseifed or co-insurance programs.

6.23 Product Liability and Warranty .

(a) Each product manufactured, sold betise delivered by the Seller has been in contgrwith all applicable contractual
commitments and all express and implied warranéied,the Seller does not have any liability (andhte Knowledge of the Seller, there is
no reasonable basis for any present or future Bdicg against the Seller) for replacement or repiadmy such products or other damage
other costs in connection therewith, subject oalthe reserve for product warranty claims set fortthe Balance Sheet. There have been nc
product recalls by the Seller. No product manufiatusold, leased or delivered by the Seller igesuitto any guaranty, warranty or other
indemnity beyond the applicable standard termscandlitions of sale, lease or service and any wéesexpressly set forth in the Contre
listed onSchedule 6.15 Schedule 6.23ets forth true and complete copies of the stan@ands and conditions of sale, lease or service of
the Seller (containing applicable guaranty, wasramd indemnity provisions).
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(b) The Seller does not have any liapaihd, to the knowledge of the Seller, there ibasis for any present or future Proceeding
against the Seller giving rise to any liabilityisamg out of any injury to Person or property agsult of the ownership, possession or use
product designed, manufactured, assembled, repaiott] leased, delivered, installed or otherwistriduted, or services rendered, by the
Seller.

6.24 Related Party Transactions Except as set forth iBchedule 6.24 neither the current or former directors, officeremployees of
the Seller nor any Affiliate of the Seller, (a) lasduring the last three fiscal years has haddarect or indirect interest (i) in, or is or during
the last three fiscal years was a director, offameemployee of, any Person that is a client, custo supplier, lessor, lessee, debtor, creditor or
competitor of the Seller, or (ii) in any materiabperty, asset or right that is owned or used leyS#ller in the conduct of its business, or (i
or during the last three fiscal years has beentg pmany agreement or transaction with the Seller

6.25 Brokers. Except as set forth dBchedule 6.25 no Person has acted directly or indirectly asokdr, finder or financial advisor for
the Seller in connection with the negotiationstiatato the transactions contemplated by this Agrexe, and no Person is entitled to any fee
or commission or like payment in respect thereaildan any way on any agreement, arrangement arsitachding made by or on behalf of
the Seller.

ARTICLE 7: REPRESENTATIONS AND WARRANTIES OF THE PU RCHASER
The Purchaser hereby represents and wariattie Seller as follows:

7.1 Existence and Good StandingThe Purchaser is a corporation duly organizeddiyaéxisting and in good standing under the laws of
New York.

7.2 Power. The Purchaser has the power and authority to exedativer and perform fully its obligations undleis Agreement and the
Ancillary Agreements.

7.3 Enforceability . The execution, delivery and performance by the Raser of this Agreement and the Ancillary Agreeragand the
consummation of the transactions contemplated jeard thereby, have been duly and validly authdrlzgall necessary action on the part
of the Purchaser and constitute the valid and lke@atding obligations of the Purchaser enforceagainst the Purchaser in accordance with
their terms.

7.4 No Conflict. Neither the execution of this Agreement or the Aagi Agreements, nor the performance by the Pwehaf its
obligations hereunder or thereunder will (a) vielat conflict with the Purchaser’s certificate waorporation or bylaws, or any Law or Order
to which the Purchaser is subject, or (b) violatflict with or result in a breach or terminatiofy or constitute (with notice or lapse of time,
or both) a default under the terms of any noteddisase, instrument, security agreement, mortgagemitment, contract, agreement, lice
or other instrument or oral understanding to whiehPurchaser is a party or by which it is bound.
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7.5 Consents No consent, approval or authorization of, or not@eany Person is required in connection withekecution, delivery or
performance by the Purchaser of this Agreemerft@Ancillary Agreements.

7.6 Brokers. No Person has acted directly or indirectly as &dérdfinder or financial advisor for the Purchadfnysh or any Affiliate of
them in connection with the negotiations relatinghte transactions contemplated by this Agreenasmt,no Person is entitled to any fee or
commission or like payment in respect thereof baseshy way on any agreement, arrangement or utagheting made by or on behalf of the
Purchaser, Brush or any Affiliate of them.

7.7 Financing. The Purchaser has adequate financing to consunth@ateansactions contemplated by this Agreementlerafter
discharge the Assumed Liabilities.

7.8 Litigation . There are no Proceedings pending or, to the keuyd of the Purchaser, threatened that questioratitity of, or call
into question the ability of the Purchaser to perfothis Agreement, the Ancillary Agreements or afithe transactions contemplated hereby
or thereby.

7.9 Financial Statements Attached a$chedule 7.%9re complete and accurate copies of the unaudéleshde sheet of the Purchaser as
of November 30, 2007 and the related unaudite@rsiamt of income for the eleven-month period thedednSuch financial statements
present fairly, in all material respects, the ficiahposition and results of operation at the @até for the time period included and have been
prepared in accordance with GAAP, except for treeabe of notes and customary year end adjustments.

ARTICLE 8: COVENANTS AND AGREEMENTS

8.1 Access to Information From the date of this Agreement until the Cloddage or the earlier termination of this Agreemgumtsuant
to Section 10.1, the Seller shall, after reasonable prior notfgeprovide the Purchaser and the Purchaser’s ebuiirsancing sources,
accountants, representatives and agents accessy dormal business hours, to all personnel, offigeoperties, books and records,
documents and other information of the Seller asitirchaser from time to time reasonably requestgz provide access to the Leased |
Property to the Purchaser and its contractors ndwct any Phase 1l environmental sampling. All asde the Leased Real Property
(including without limitation to conduct Phase Hwironmental sampling) and to personnel of the Raser shall be arranged through Jerome
M. Scharr, the Seller's Chairman, and shall beiedmout in a manner so as not to interfere withSk#er’s business operations. All
information obtained by the Purchaser pursuarntig®Section 8.1, including without limitation as a result of angwironmental sampling,
shall be subject to the terms and conditions ofdbefidentiality Agreement, and the Purchaser hejeins in the Confidentiality Agreement
and agrees to be bound thereby in the same masiBruah. In connection with any Phase Il environtaksampling, the Purchaser agrees as
follows:

(a) The Purchaser shall provide the B&llth the proposed scope of work for the samphhtgast two business days prior to the
proposed date for the
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sampling, and shall not carry out the sampling attithe Seller’s prior written approval of the pospd scope of work, such approval not to
be unreasonably withheld or delayed.

(b) If any cuttings and/or waters frontissampling contain any Hazardous Materials, therPurchaser agrees that it shall be
required, at its sole cost and expense, to dispbsech cuttings and/or waters off-site in full qufance with the Environmental Laws,
unless the sampling results demonstrate that sdfithgs and/or waters are non-hazardous and cag-eposited on the Leased Real
Property in full compliance with the Environmenttaiws. With respect to any off-site disposal of ig$ and/or waters, Seller agrees that
Purchaser may manifest the same under Seller's ;generator identification number and signaturapilicable. Seller agrees to defend,
indemnify and hold harmless Purchaser, and itdiafifis, officers, directors, employees and ageh#mp of them from and against any ¢
all Losses arising out of the off-site disposatoftings and/or waters removed by Purchaser eniigloyees, contractors, subcontractors
and/or agents during the Phase Il investigation.

(c) Promptly following the completion sdich sampling, the Purchaser shall, at its solearabexpense, return the Leased Real
Property to its pre-sampling condition, subjecteions and conditions hereof and subject to reasenabn-material change resulting from
the disturbance caused to the Leased Real Prdpesyich sampling. The terms and provisions of $laistion 8.1shall survive Closing or
any earlier termination of this Agreement.

(d) The Purchaser agrees that, in magmgPhase Il environmental sampling or environnéngpections of the Premises, the
Purchaser and its agents will each carry not ks ©ne Million Dollars ($1,000,000.00) compreheegjeneral liability insurance with
contractual liability endorsement which insures Bluechases indemnity obligations hereunder, and which nathesSeller and the lessc
of the Leased Real Property as additional insutlegleunder, and will provide the Seller with writtevidence of same, will not reveal to
any third party not approved by the Seller the ltef its inspections or samplings, unless othsewequired by law, and will restore
promptly any physical damage caused by the ingmextiThe Purchaser shall permit the Seller to hanepresentative present during all
inspections or samplings. The Purchaser agreeslfvagreement shall survive Closing or terminatibthis Agreement) to provide the
Seller, promptly following the Seller’'s requestthva copy of any inspection or sampling report migd by the Purchaser, and to
indemnify, defend, and hold the Seller and thedesef the leased Real Property harmless from arsgés arising out of a breach of this
Section 8.1 Any inspections or samplings shall be at the Raser’s expense.

8.2 Conduct of Business in Normal CourseThe Seller covenants and agrees, from and &igetlate of this Agreement and until the
Closing Date or the earlier termination of this Agment pursuant ®ection 10.1, to use reasonable efforts consistent with goiness
judgment to preserve its present business orgamizaitact, keep available the services of its eneemployees, preserve pres
relationships with Persons having business deailitisthe Seller and generally operate the Busiimesise ordinary and regular course
consistent with prior practices (including, withdmitation, funding budgeted capital expendituresgintain its books and records in
accordance with good business practice and the
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Seller Basis of Accounting, and maintain all Pesmi¢cessary for the conduct of the Business asrtlyconducted. The Seller covenants
and agrees that, except as otherwise expresslgroptdated by this Agreement or as specifically catestto in writing by the Purchaser, fr(
and after the date of this Agreement and untilQhesing Date or the earlier termination of this égment pursuant ®ection 10.1, the Selle
shall not undertake or permit any action that waelglire disclosure und&chedule 6.1hereof or result in a breach of the representations
and warranties contained $ection 6.11 Nothing in thisSection 8.2will prohibit the Seller from distributing cash its shareholders to fund
their federal and state income tax obligations aroant of the Seller’s net income generated dutiegfourth calendar quarter of 2007. The
Seller covenants and agrees, from and after tleeaddahis Agreement and until the Closing Dateher ¢arlier termination of this Agreement
pursuant tdection 10.1, that it will not, without the prior consent ofetfPurchaser, (i) enter into any Contracts thatlirevpayments of
$50,000 or more (other than purchase and saledéhne Ordinary Course of Business) or (ii) emiés any purchase and sale orders that
involve payments of $50,000 or more that requineseat to assign them to the Purchaser.

8.3 Notification of Certain Matters . The Seller, on the one hand, and the Purchaseheoother hand, agree to give prompt notice ¢o th
other of (a) the occurrence, or failure to occtilammy event that occurrence or failure to occur de likely to cause any of its
representations or warranties contained in thiss@grent to be untrue or inaccurate at any time tl@date of this Agreement to the Closing
Date, and (b) any failure on its part to complyhagt satisfy any covenant or agreement to be cauplith or satisfied by it hereunder.

8.4 Assignments and Consents; Nonassignable Conttac

(a) The Seller shall use commerciallysoeeable efforts after the date hereof to obtainediessary assignments, consents, novations
approvals, authorizations, requirements (includimighout limitation, filing and registration reqeiments), transfers, waivers and
agreements (Consents’) from any Persons necessary to authorize, appooypermit the full and complete sale, conveyaassjgnment,
sublease or transfer of the Purchased Assets andke effective the transactions contemplated tsyAgreement.

(b) The Seller shall use commerciallysmable efforts after the Closing Date to obtaimatessary Consents from any Persons
necessary to permit the full and complete saleyepance, assignment, sublease or transfer of theh®sed Assets and to make effective
the transactions contemplated by this Agreemenasbe required that are not obtained prior toQlosing Date. Notwithstanding
anything in this Agreement to the contrary, neitités Agreement nor any of the Ancillary Agreementt constitute an agreement to sell,
convey, assign, sublease or transfer any Purchisssats if any attempted sale, conveyance, assignsigriease or transfer of such assets,
without the Consent of another Person to suchfeansould constitute a breach by the Seller orRbechaser with respect to such
Purchased Asset. In the event that any requirec&hdris not obtained on or prior to the ClosingeD&) the Seller shall (A) provide to the
Purchaser the benefits of the applicable Cont(B}tcooperate in any reasonable and lawful arramgemesigned to provide such benefits
to the Purchaser and (C) enforce at the requakedPurchaser and for the account of the Purclzaser
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rights of the Seller arising from any such Cont(@utiuding the right to elect to terminate suchm@act in accordance with the terms thereof
upon the request of the Purchaser), and (i) thetfaser shall perform or otherwise hold the Sélsemless from all obligations of the Seller
under the applicable Contract arising following @lesing Date.

(c) The Purchaser shall, following theextion of this Agreement and continuing after@esing to the extent necessary, provide all
information as to the Purchaser as the Seller maganably request in connection with obtaining@basents and otherwise cooperate with
the Seller in facilitating the obtaining of the Gents.

8.5 Tax Matters.

(a) Cooperation; Auditdn connection with the preparation of Returnglibexaminations, and any other Proceedings rgjdtrTaxes,
the Purchaser and the Seller shall cooperate \itly each other, including, but not limited to, fisenishing or making available during
normal business hours of records, personnel (a®nebly required), books of account, powers ofria#lp or other materials necessary or
helpful for the preparation of such Returns, thedeet of audit examinations or the defense of cddity Taxing Authorities as to the
imposition of Taxes. The Seller shall provide, withO days of the Purchasgrequest therefor, any information required todported by th
Purchaser under Section 6043A of the Code.

(b)_Proration of Certain TaxeReal Property Taxes with respect to the Leased Reperty and all Personal Property Taxes with
respect to the Purchased Assets will be prorated e Closing Date with (a) the Seller being léafor such Taxes relating to any time
period or periods ending prior to the Closing Detel (b) the Purchaser being liable for such Tagkding to any time period or periods
beginning on the Closing Date. Proration of Realplerty Taxes and Personal Property Taxes will béenoen the basis of the most recent
officially certified Tax valuation and assessmantthe Leased Real Property and the PurchasedsAssstich valuation pertains to a Tax
period other than that in which the Closing occaugh apportionment will be recalculated at suctetas actual Tax bills for such period are
available and the parties will cooperate with eattter in all respects in connection with such regialtion and to pay any sums due in
consequence thereof to the party entitled to rectinesame within 60 days after the issuance di sgtual tax bills. The Purchaser shall pay
the Seller the amount of such Real Property TardsP&rsonal Property Taxes allocable to the Puectmgsuant to this section and
previously paid by the Seller on the Closing Dadehe extent identified on the Closing Date, othini five Business Days after written
request therefor by the Seller, to the extent deniified on the Closing Date. The Seller shall free/Purchaser the amount of such Real
Property Taxes and Personal Property Taxes alledalthe Seller pursuant to this section on thikeeaf (i) five Business Days after written
request therefor by the Purchaser and (ii) fiveilBass Days prior to the due date of the respedivess. Any payments made pursuant to this
Section 8.5(b)shall be treated as an adjustment to the Purchaseuhless otherwise required by applicable Law.

33




(c)_Transfer TaxesAll transfer, documentary, sales, use, stampstegion and other such Taxes, and all conveyéees, recordin
charges and other charges and fees (including englies and interest) incurred in connection widghsummation of the transactions
contemplated by this AgreementTtansfer Taxes’) are to be paid one-half by the Purchaser andhatieby the Seller when due, and
Returns relating to Transfer Taxes shall be filgdHe party responsible for filing such Return undgplicable Law. The parties and their
Affiliates shall cooperate in connection with tlilenfy of any such Returns including joining in teeecution of such Returns.

8.6 Exclusivity . The Seller shall not authorize or permit anytefdirectors, officers, consultants or employeeanyrinvestment banker,
financial advisor, attorney, accountant or oth@resentative retained by it, to directly or indthe¢hrough another Person, (a) solicit, initiate
or encourage (including by way of furnishing inf@tion), or take any other action designed to faat#éi, any inquiries or the making of any
proposal which constitutes any Acquisition Propasgb) participate in any discussions or negaiiairegarding any Acquisition Proposal.
For purposes of this AgreementAtquisition Proposal’ means any inquiry, proposal or offer from anydeerrelating to any (i) direct or
indirect acquisition or purchase of all or subgtlytall of the business or assets of the Se(lgrdirect or indirect acquisition or purchase of
any equity securities of the Seller, (iii) tendéeoor exchange offer that if consummated woukltein any Person beneficially owning any
equity securities of the Seller, or (iv) mergemsaolidation, business combination, recapitalizatimuidation, dissolution or similar
transaction involving the Seller. The Seller sinall enter into any letter of intent, agreementringple, acquisition agreement or other
similar agreement related to any Acquisition Prahds addition to the obligations of the Sellet &gth in thisSection 8.6, the Seller shall
promptly notify the Purchaser of any Acquisitioroposal, the material terms thereof and the ideofithe Person making such Acquisition
Proposal.

8.7 HSR. The Purchaser and the Seller shall, as promptjyracticable, but in no event later than fourteslendar days following the
date hereof, submit all filings required by the H&& and thereafter provide any supplemental inftion requested in connection therewith.
The Purchaser and the Seller shall furnish to thersuch necessary information and reasonablstasse as the other may request in
connection with its preparation of any filing ofsaission that is necessary under the HSR Act. TheHaser and the Seller shall request
early termination of the applicable waiting perimtier the HSR Act. The Purchaser and the Sellépvdamptly inform the other party of any
material communication received by such party faomg Governmental Authority in respect of any filimgder the HSR Act. Each of the
parties will (a) use its respective commerciallggenable efforts to comply as expeditiously asiptessvith all requests of any Governmental
Authority for additional information and documenits;luding, without limitation, information or doments requested under the HSR Act,
(b) not (i) extend any waiting period under the HS® or (ii) enter into any agreement with any Gowaeental Authority not to consummate
the transactions contemplated by this Agreemegbwith the prior consent of the other party; é&)dcooperate with the other party and
use commercially reasonable efforts to contestrasidt any Proceeding, and to have vacated, lifadrsed or overturned any Order
(whether temporary, preliminary or permanent) tiaatricts, prevents or prohibits the consummatioihe transactions contemplated by this
Agreement.
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8.8 Further Assurances. From and after the Closing Date, at the requesitembther party, the Seller and the Purchaser skattute and
deliver or cause to be executed and deliverede@ther party such deeds, bills of sale, assignsmandther instruments to the other party in
addition to those required by this Agreement, & garty may reasonably request, in order to implarthe transactions contemplated by
Agreement.

8.9 Name Change Filings The Seller shall, within 10 days following theo€ing Date, deliver to the Purchaser evidencdiaffivith the
appropriate Governmental Authority such amendmasisre necessary to change its name so thatanged contains the word “Techni-Met”
or such other deceptively similar words. The Sdltll, within 30 days after the Closing Date, takeh actions and file such documents as
shall be necessary to reflect such name changadbkstates in which it is qualified to do businessa foreign corporation, and shall deliver to
the Purchaser copies of such documents evidenattgrseame change filings.

8.10 Certain Payments

(a) If the Seller receives any paymetitéothan pursuant trticle 4 of this Agreement) relating to any Purchased Asseliding
any account receivable included in the Purchasegtasoutstanding on or after the Closing Dateh payment shall be the property of,
and shall be immediately forwarded and remittedhte,Purchaser. The Seller will promptly endorsa dgliver to the Purchaser any cash,
checks or other documents received by the Selleaconunt of any such payment.

(b) If the Purchaser receives any paymarith is or relates to a Retained Asset, including Tax refund or insurance premium
refund, on or after the Closing Date, such payrsbatl be the property of, and shall be immediatetwarded and remitted to, the Seller.
The Purchaser will promptly endorse and delivah&Seller, to the extent applicable, any cashclcher other documents received by the
Purchaser on account of any such payment.

(c) The Seller shall advise the Purch§semmptly after becoming aware thereof) of anyrdetclaims or set-offs that arise
subsequent to the Closing Date of which Selletkramvledge with respect to any such Purchased Assatiding any account receivable
included in the Purchased Assets.

8.11 Employee and Employee Benefit Plan Matters

(a) The Purchaser shall extend offersnoployment to the employees of the Seller as o€ibsing Date other than Jerome M.
Scharr, Michael J. Scharr and Janet S. S. GochBeugh offers of employment shall be on such tersith@ Purchaser may choose, subject
to the requirements &ection 8.11(epelow;provided, howevethat nothing in this Agreement shall obligate thredhaser to employ any
such employee for any period of time. The employ#dhe Seller who accept offers of employment wiith Purchaser are referred to in
this Agreement as theTransferred Employees’

(b) Except as expressly specified in 8gstion 8.11, the Seller shall retain all liabilities and assetder, and shall pay all amounts
due pursuant to, all of the
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Employee Benefit Plans maintained by the Sellexrgr of its Affiliates, and all wages, salaries, be@s, commissions and associated Taxes
accrued with respect to all of the Seller's empésyas of the Closing. Except as expressly spedifi#iis Section 8.11, the Purchaser shall
not assume any of the Employee Benefit Plans nmiagdaby Seller or any of its Affiliates, or anyBidity or obligation under any plan,
contract, payroll practice or other arrangemernt i Seller or any of its Affiliates sponsors, tibutes to, participates in, or has any liability
under prior to the Closing Date, whether or notldised under this Agreement or in any Scheduletbere

(c) On or before the Closing Date, thée8shall adopt appropriate resolutions to terrterell of the Seller's Employee Benefit Plans
(other than the Employee Benefit Plans that thelager assumes pursuangextion 8.11(h). The Seller will be responsible for making all
required contributions to the Seller's Employee &@drPlans, and for providing any required notite#ts employees regarding the
termination of the Seller's Employee Benefit Plafise Purchaser will not have any responsibilitiéhwespect to the Seller’'s Employee
Benefit Plans.

(d) Following the Closing Date, the Pwsér shall reasonably cooperate with each Traesf&mployee to permit the Transferred
Employee to rollover the balance of any funds in 8action 401(k) plan maintained by the Sellet®®Aiffiliates on behalf of such
Transferred Employee into a Section 401(k) plamtad@ied by the Purchaser. In particular, a TransfeEmployee shall be able to elect to
receive a distribution of his or her loan note frthra Seller's Section 401(k) plan and shall be &blelect to roll over the loan note to the
Purchaser’s Section 401(k) plan. Both the Purchaiséthe Seller shall adopt any amendments to 8egition 401(k) plans which are
necessary or desirable to permit the in-kind raloef the loan notes.

(e) The Purchaser shall provide the Theansd Employees, considered as a group, emplogeefits under “employee benefit planag’
defined in Section 3(3) of ERISA, with a value timsubstantially comparable in the aggregate dedtbenefits provided to the Transferred
Employees under the Employee Benefit Plans thateemgloyee benefit plans,” as defined in Sectiod) &f ERISA, in effect immediately
prior to the Closing Datggrovided, howevethat nothing in this Agreement shall obligate thedhaser to employ any such employee for any
period of time or to continue any term or conditaremployment or any employee benefit plan, progos arrangement for any period of
time. With respect to the employee benefit plandicies or arrangements that the Purchaser malkakahle to the Transferred Employees:

(i) The Transferred Employees shall reeairedit for the service which the Transferred Exypes performed for the Seller prior to
the Closing Date for purposes of determining tkégibility to participate and vesting (excludingrfthis purpose, any equity compensa
arrangements) under such employee benefit platisiggoor arrangements of the Purchaser. The Tearesf Employees shall receive cri
for the service which the Transferred Employee$opered for the Seller prior to the Closing Date forposes of determining the accrual
of benefits under any vacation pay, severancergicgeaward plan, policy or arrangement of the Raser;provided, howevefpr the yeal
in which the Closing occurs, the number of vacatlags and sick days that

36




each Transferred Employee shall be entitled taasnaployee of the Purchaser shall be equal tol#&)riumber of unused vacation days
and sick days each that such Transferred Emplogeseentitled to as of the Closing Date under théeBglacation and sick day benefit
plans, policies or arrangements, but only to thterexhat such unused vacation days and sick dayseh forth orSchedule 8.11(e)and

(B) that number of vacation days and sick daysh@iweach Transferred Employee would be entitledeuthe terms of the plans, policies
or arrangements of the Purchaser pro rated bast#ttearumber of days from the Closing Date to the @isuch year.

(ii) To the extent applicable with respecany employee welfare benefit plans (as defineglection 3(1) of ERISA) that are
maintained by the Purchaser, the Transferred Emnegloyand their eligible dependents): (A) shall ibergcredit for their service with the
Seller for purposes of satisfying any waiting pdsi@nd the application of any pre-existing conditimitations, (B) shall not be subject to
any waiting period greater than the waiting peapplicable to a corresponding employee welfare titgplan maintained by the Seller,

(C) shall not be subject to any requirements avidence of insurability at all if they were covélienmediately prior to the Closing under
a corresponding employee welfare benefit plan raaiet by the Seller, and (D) shall be given créatiamounts paid under a
corresponding employee welfare benefit plan maietiby the Seller during the applicable periodpiaposes of applying deductibles, co-
payments, out-of-pocket expenses and similar anms@asmthough such amounts had been paid in acc@datitthe terms and conditions
of the employee welfare benefit plan maintainedHgyPurchaser.

(iif) The Purchaser’'s employee benefitnd shall contain whatever provisions are reasgnaaessary in order to effect the

provisions of thisSection 8.11(e)

(f) Effective as of the Closing Date, the 8eBhall cease to maintain any Employee Benefit Rfaich is a “group health plan” for
purposes of Section 4980B of the Code. On and #fee€losing Date, the Purchaser will be respoasibd liable for providing any required
notices under Section 4980B of the Code and fovigiag “COBRA continuation coverage” (as definedfire regulations issued under
Section 4980B of the Code) to all individuals whie &&A qualified beneficiaries” &s defined in the regulations issued under Sed9&0E
of the Code) as a result of the transactions copitied by this Agreement. Therefore, with respe@rty Employee Benefit Plan which is a
“group health plan,” the Purchaser covenants angeaghat, with respect to all “qualifying eventa$ defined in the regulations issued under
Section 4980B of the Code, and including those &sversulting from the transactions contemplatethiz/Agreement) that occur prior to or
on the Closing Date, the Purchaser shall offeathef the “M&A qualified beneficiaries” the opponity to elect “COBRA continuation
coverage,” and will provide “COBRA continuation arage” to “M&A qualified beneficiaries” who are i&ging “COBRA continuation
coverage” as of the Closing Date or who elect teiree “COBRA continuation coverage” on or after @lesing Date, all at no expense to the
Seller.
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(g) The Seller shall be responsible foy severance obligations arising from or in coniegctvith the transactions contemplated by
this Agreement.

(h) The Purchaser shall have the right,not the obligation, to assume any of the Empdagenefit Plans listed oBchedule 6.13
The Purchaser will notify the Seller not less tfiteen days prior to the Closing if the Purchadecides to assume any of the Employee
Benefit Plans. Such notice shall specify the EmgéoBenefit Plans that the Purchaser is assuming Employee Benefit Plan that is not
assumed pursuant to ttgection 8.11(hkhall be terminated by the Seller in accordanch 8&iction 8.11(c) Notwithstanding the
foregoing, the Seller shall retain all liabilitiead obligations under, and shall pay all amouné&smirsuant to, all of the Employee Benefit
Plans maintained by the Seller or any of its Adfitis as of the Closing.

(i) No provision in thiSection 8.11shall (i) create any third-party beneficiary orethights in any employee or former employee
(including any beneficiary or dependent thereofjhaf Seller or any other Person other than thegsanereto and their respective
successors and permitted assigns, (ii) constituteeate an employment agreement or (jiii) congtitutbe deemed to constitute an
amendment to any employee benefit plan sponsorathortained by the Purchaser or any of its Affdmt

8.12 Certain Environmental Investigations. Without the prior written consent of the Selladahe applicable lessor, in their sole
discretion, the Purchaser shall not conduct anichjly invasive environmental testing at the LebReal Property, other than the Phase I
samplings contemplated by, and performed in acomelavith,Section 8.1or to the most limited extent required by (a) thiEonmental
Laws, (b) the demand of any Governmental Entitgchin connection with a Liability Claim on accowfta claim by a third Person which 1
Seller has not elected to defend pursuagirtizle 11 . Anything in this Agreement to the contrary noheitanding, the Purchaser shall
defend, indemnify and hold the Seller and the leefthe applicable Leased Real Property harmless finy Losses which any of them may
incur solely as a result of any environmental itig@gion conducted in violation of th&ection 8.12

ARTICLE 9: CLOSING CONDITIONS

9.1 Conditions to All Parties Obligations . The respective obligations of each party hereuadesubject to the satisfaction or waiver
(if permitted by applicable Law) at or prior to tBéosing of each of the following conditions:

(a) No Proceedings will have been intiiuor threatened to restrain, prohibit or delay @inthe transactions contemplated by this
Agreement, other than by the party claiming thedffienf this condition or any Affiliate of such pgr

(b) No Law or Order of any kind will habbeen enacted, entered, promulgated or enforceshp¥sovernmental Authority that wot
prohibit or delay the consummation of the transedicontemplated by this Agreement or has the teffemaking them illegal and no
Proceeding seeking to impose such an Order is pgndi
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(c) The waiting period (including any emsion thereof) applicable to the consummatiomefttansactions contemplated by this
Agreement under the HSR Act will have expired cgrbeerminated.

9.2 Conditions to the Purchaseis Obligations. The obligations of the Purchaser are subjediegcsttisfaction, at or before the
Closing, of the conditions set out below. The biseff these conditions are for the Purchaser anty may be waived in writing by the
Purchaser at any time in its sole discretion.

(a) All of the representations and watiemmade by the Seller contained in this Agreertteattare qualified by materiality are true
and correct in all respects and all of the repriedéiems and warranties made by the Seller contaméus Agreement that are not so
qualified are true and correct in all material exsp, in each case, as if such representationsuwamties were made on and as of the dz¢
this Agreement and as of the Closing Date (exaefitd extent such representations and warrantezksgs of a specific date or as of the
date of this Agreement, in which case such reptaiens and warranties shall be so true and coorest true and correct in all material
respects, as the case may be, as of such spei§odas of the date of this Agreement, respdgjiamd the Purchaser has received a
certificate attesting thereto duly executed bySleder.

(b) The Seller shall have performed,séatil and complied in all material respects willcalenants and agreements required by this
Agreement to be performed by the Seller at or godahe Closing and the Purchaser shall have redeavcertificate attesting thereto
executed by the Seller.

(c) No Material Adverse Effect has ocedror is reasonably likely to occur.

(d) The Purchaser shall have receivettemwriPhase Il environmental site assessment refoortise Leased Real Property in final
form and the findings in such reports shall be ptadae to the Purchaser in its sole discretion.

(e) The Purchaser shall have completedut diligence of the Seller’'s business relatigmalith Roche Diagnostic Operations, Inc.
and Roche Diagnostics GmbH and be satisfied isais discretion with the results of such due diige

(f) The Purchaser shall have completbdiling inspection of the Leased Real Property.

(g) The Purchaser shall have reviewedttimtracts contemplated by item 2 8chedule 2.1(gand be reasonably satisfied with such
contracts by 5:00 p.m. Eastern time on DecembeP@87.

(h) The closing deliveries set forttSaction 5.2will have been delivered to the Purchaser.
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9.3 Conditions to the Sellers Obligations. The obligations of the Seller are subject toghgsfaction, at or before the Closing, of the
conditions set forth below. The benefits of theseditions are for the benefit of the Seller onlylamay be waived by the Seller in writing at
any time in its sole discretion.

(a) All of the representations and watiegof the Purchaser contained in this Agreentfeatitdare qualified by materiality are true ¢
correct in all respects and all of the represemtatand warranties of the Purchaser that are ngpualified are true and correct in all
material respects, in each case, as if such rapat&mns or warranties were made on and as ofdteaf this Agreement and as of the
Closing Date (except to the extent such representaind warranties speak as of a specific dass of the date of this Agreement, in
which case such representations and warrantiekl®hab true and correct or so true and correatl imaterial respects, as the case may be,
as of such specific date or as of the date ofAQjizement, respectively), and the Seller has reckascertificate attesting thereto duly
executed by the Purchaser.

(b) The Purchaser shall have performatisfeed and complied in all material respects waiihcovenants and agreements required by
this Agreement to be performed by the Purchaser ptior to the Closing and the Seller shall haaeeived a certificate attesting thereto
duly executed by the Purchaser.

(c) The closing deliveries set forthfSaction 5.3will have been delivered to the Seller.

ARTICLE 10: TERMINATION

10.1 Right to Terminate. Notwithstanding anything to the contrary set fdarthhis Agreement, this Agreement may be terminated
the transactions contemplated herein abandonedydtrae prior to the Closing:

(a) by mutual consent of the Purchasethe one hand, and the Seller on the other hand,;
(b) by either party if the Closing hag nocurred by February 29, 2008;

(c) by the Purchaser or the Seller ibart of competent jurisdiction issues an Order @eremtly restraining, enjoining or otherwise
prohibiting the transactions contemplated by thigeement;

(d) by the Purchaser or the Seller, ascise may be, if there has been a material bimattte other of a representation, warranty,
covenant or agreement contained herein, which hrisagot cured within ten days after the party segko terminate has notified the other
party of its intention to terminate this Agreempatsuant to this clause, or if any condition thaistrbe met by the other becomes
impossible to fulfill; or
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(e) by the Purchaser if it is not satidfin its sole discretion with the results of th@&e Il environmental site assessments for either
parcel of Leased Real Property; or

(f) by the Purchaser if it is not satsfiin its sole discretion with the result of itedililigence of the Seller’'s business relationship
with F. Hoffmann-La Roche Ltd.

10.2 Effect of Termination. If this Agreement is terminated pursuanSection 10.lhereof, written notice thereof must be given by
the terminating party to the other party, and fgseement will terminate and become void and ofurther force and effect and there will be
no further liability or obligation on the part ofiaparty hereto except to pay such expenses asgueed of it; providedhat such terminatio
will not relieve any party of any liability for baeh of this Agreement.

10.3 Failure to Terminate. If either party elects to consummate the transastamntemplated by this Agreement despite the other
party’s express written disclosure delivered giraor to the Closing which makes specific referetwthisSection 10.30f (a) the failure of
any of the conditions to the electing party’s oatigns to close to be satisfied or (b) any matdmiahch of this Agreement by the non-electing
party which has not been cured, the electing Eirél be deemed to have waived any right to assgrtlaim on account of the condition t
has not been satisfied or such material breach.

ARTICLE 11: REMEDIES
11.1 General Indemnification Obligation.

(a) From and after the Closing Date,Seéer shall indemnify and hold harmless the Pwsehand its officers, directors, employees,
agents and Affiliates from and against any andbaBes, liabilities, claims, direct damages, pé&slfines, judgments, awards, settlements,
taxes, costs, fees, expenses (including but ndtelihio reasonable attorneys’ fees) and disburstankat excluding incidental,
consequential or punitive damages (other than &tiyeosame payable to a Person not entitled tonimifecation under this Agreement on
account of claim giving rise to a Liability Clainvhich shall be deemed to be direct damages foethagoses) (collectivelylosses’)
based upon, arising out of or otherwise in respé@) any inaccuracies in or any breach of anyespntation or warranty of the Seller
contained in this Agreement (including any Schedttiached hereto) or any Ancillary Agreement (dateed in each case without regard
to any qualification with respect to materialityatarial adverse effect or other similar qualifioa), (ii) any breach of any covenant or
agreement of the Seller contained in this Agreertiantuding any Schedule attached hereto) or angilkany Agreement, (iii) any of the
Retained Liabilities and (iv) the Seller’ failure tcomply with any bulk transfer Laws, includingtstéax bulk transfer laws.

(b) From and after the Closing Date,Rluechaser shall indemnify and hold harmless thieiSahd its officers, directors, employees,
agents and Affiliates from and against any andl@dises based upon, arising out of or otherwisespect of (i) any inaccuracies in or any
breach of any representation or warranty of thelFaser
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contained in this Agreement (including any Schedtiached hereto) or any Ancillary Agreement,diiy breach of any covenant or
agreement of the Purchaser contained in this Ageegmcluding any Schedule attached hereto) orfamjllary Agreement, and (iii) any of
the Assumed Liabilities.

11.2 Notice and Opportunity to Defend

(a) Notice of Asserted LiabilityAs soon as is reasonably practicable after tilerSen the one hand, or the Purchaser, on theroth
hand, becomes aware of any direct or third-padinctthat it or they has or have un@sction 11.lhereof that may result in a Loss (a “
Liability Claim "), such party (the tndemnified Party”) shall give notice thereof (aClaims Notice”) to the other party (the “
Indemnifying Party™”). A Claims Notice must describe the Liability @Gfain reasonable detail and indicate the amourinfesed, if
necessary and to the extent feasible) of the Liwashias been or may be suffered by the Indemnffeatly. No delay in or failure to give a
Claims Notice by the Indemnified Party to the Inadéfiying Party pursuant to thiSection 11.2(awill adversely affect any of the other
rights or remedies that the Indemnified Party haden this Agreement, or alter or relieve the Indéyimg Party of its obligation to
indemnify the Indemnified Party, to the extent thath delay or failure has not actually prejuditeslindemnifying Party.

(b) Opportunity to Defendlhe Indemnifying Party has the right, exercisdiyjlevritten notice to the Indemnified Party, whiobtice
may contain a reservation of rights, within 30 daf/seceipt of a Claims Notice from the Indemnifiedrty of the commencement or
assertion of any Liability Claim in respect of whimdemnity may be sought hereunder, to assumeamdiict the defense of such
Liability Claim in accordance with the limits seftrth in this Agreement with counsel selected byltiteemnifying Party and reasonably
acceptable to the Indemnified Party; providédwever, that (i) the defense of such Liability Claim etindemnifying Party does not, in
the reasonable judgment of the Indemnified Padyeha material adverse effect on the IndemnifietiPand (ii) the Indemnifying Party
has sufficient financial resources, in the reastmpliigment of the Indemnified Party, to satisfg #mount of any adverse monetary
judgment that is reasonably likely to result; aiiigl the Liability Claim solely seeks (and contirait® seek) monetary damages; and (iv) the
Indemnifying Party expressly agrees in writing thatbetween the Indemnifying Party and the IndgethiParty, the Indemnifying Party
will be solely obligated to satisfy and discharge Liability Claim in accordance with the limitst$erth in this Agreement (the conditions
set forth in clauses (i) through (iv) are colleetivreferred to as theliitigation Conditions”). If the Indemnifying Party does not assume
the defense of a Liability Claim in accordance wiftls Section 11.2(b) the Indemnified Party shall defend the Liabil@tiaim. If the
Indemnifying Party has assumed the defense of illtyaClaim as provided in thiSection 11.2(b) the Indemnifying Party will not be
liable for any legal expenses subsequently incumsethe Indemnified Party in connection with théetse thereof; providedhowever,
that if (i) any of the Litigation Conditions ceagebe met, or (ii) the Indemnifying Party failstake reasonable steps necessary to defend
diligently such Liability Claim, the Indemnified Rg may assume its own defense, and the Indemjfipiarty shall be liable for all
reasonable costs or expenses paid or incurred in
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connection therewith to the extent the Indemnifyiragty is ultimately deemed to be responsible demnify in connection with such

Liability Claim. The Indemnifying Party or the Inamified Party, as the case may be, will have thbtrio participate in (but not control), at
its own expense, the defense of any Liability Clé#uat the other is defending as provided in thiseement. The Indemnifying Party, if it has
assumed the defense of any Liability Claim as mlediin this Agreement, shall not, without the prigitten consent of the Indemnified Pa
consent to a settlement of, or the entry of angiuent arising from, any such Liability Claim thgtdoes not include as an unconditional t
thereof the giving by the claimant or the plaintdfthe Indemnified Party a complete release frériadility in respect of such Liability
Claim, or (ii) grants any injunctive or equitabtief binding upon the Indemnified Party, or (iilay reasonably be expected to have a
material adverse effect on the affected businefiseoldemnified Party. The Indemnified Party Hasright to settle any Liability Claim, the
defense of which has not been assumed by the IriflengParty.

11.3 Survivability; Limitations .

(a) The representations and warrantigeeSeller contained in this Agreement or in amgifary Agreement will survive for a
period ending on the one year anniversary of tlosi@f Date (the Expiration Date”); provided, however, that (i) the Expiration Date
for any Liability Claim relating to a breach of imaccuracy in the representations and warrantie®sé in Section 6.13Employee
Benefit Plans)Section 6.14Environmental) an&ection 6.2 Taxes) will be the expiration of the applicablatste of limitations (as the
same may be extended), (ii) there will be no ExfiraDate for any Liability Claim relating to a lareh of or inaccuracy in the
representations and warranties set forth in thersksentence @ection 6.6(b)XReal Property), the second sentenc8adtion 6.7
(Personal Property) arkection 6.17(bYIntellectual Property); and (iii) any Liability @m pending on any Expiration Date for which a
Claims Notice has been given in accordance #&htion 11.2on or before such Expiration Date may continuegd@sserted and
indemnified against until finally resolved. All die covenants and agreements of the Seller arutohaser contained in this Agreement
will survive after the Closing Date in accordandéhwheir terms.

(b) The Seller will not have any liahjlppursuant t&ection 11.1(a)(i) (other than for the Excluded Representations, fuickvthe
following limitation will not apply) until the aggigate amount of all such Losses sustained by tteh®ser exceeds $500,000, in which
case the Seller will be liable for all such Lossekely to the extent that such Losses exceed suduat (the “Deductible”). With respect
to any indemnification und&ection 11.1(a)(i) (other than the Excluded Representations, for wtiietfollowing limitation will not
apply), no event, claim or item of loss will comste a “Loss” and indemnification will not be available withggect to such event, claim
or item of loss (nor will any such event, claimiterm of loss be counted towards the Deductiblegsmbkuch event, claim or item of loss, or
such event, claim or item of loss together witleaes of similar events, claims or items of logsults in a loss or damages of $10,000 or
more, in which case the Purchaser will be entitteshdemnification for the full amount of Lossesated to such event, claim or item of
loss
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or series of similar events, claims or items oflesbject to the Deductible and the other limitatiset forth herein (and such Losses will be
counted towards the Deductible).

(c) The Seller will have no liability mwant taSection 11.1(a)(i) in excess of $9,000,000. In no event will the Sdikeve liability to
indemnify under thigrticle 11 in excess of $65,000,000.

(d) Any Losses owing from an IndemnifyiRgrty to an Indemnified Party under this Agreenstratl be reduced to the extent to
which the Indemnifying Party or any Affiliate ofactually receives any proceeds of any insurantieypihat are paid with respect to the
matter or occurrence that gave rise to such Lo&sesh party covenants and agrees that all insunawleges maintained by it shall contain
waiver of subrogation provisions with respect te tither party to this Agreement.

(e) The amount of the Losses for whiah $teller shall be liable to indemnify any IndenetdfiParty shall be reduced to the extent to
which the Indemnified Party and/or any Affiliateibhctually receive any proceeds or credits from wendor or manufacturer of the
product or services that gave rise to the mattecourrence underlying the Liability Claim. Subnigsto manufacturers and vendors of
any claim in connection with their product or sees otherwise giving rise to indemnification un8ection 11.1(aphall be a condition
precedent to any Indemnified Party’s seeking indéoation under this Agreement.

(f) The Purchaser will be entitled tombursement from the Escrow Amount for any Lossasdhe indemnifiable by the Seller to
any Indemnified Party pursuant to tiigicle 11 , subject to the terms of the Escrow Agreementrdféer, subject to the limitations of

this Agreement, the Purchaser or any other IndéethParty may proceed directly against the Sedlabject to the limitations set forth in
this Agreement.

11.4 Specific Performance Each partys obligation under this Agreement is unique. If @ayty should breach its covenants under
Agreement, the parties each acknowledge that ildvoa extremely impracticable to measure the reguttamages; accordingly, the
nonbreaching party or parties, in addition to atheoavailable rights or remedies, may sue in gduoit specific performance, and each party
expressly waives the defense that a remedy in desnadl be adequate

11.5 Exclusive Remedy Following the Closing indemnification pursuantids Article 11 shall be the exclusive remedy of the parties
with respect to any violation or breach of, or défander, this Agreement, except on account ofithied (whether as defined by applicable
statute or the common law) of the other party te #greement, and except for actions for equitablief as contemplated fyection 11.4

ARTICLE 12: MISCELLANEOUS

12.1 Press Release and Announcementdo party shall issue any press release or othdicpanouncement relating to the subject
matter of this Agreement or the transactions coptatad hereunder without the prior approval ofdlbieer party, unless, in the
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sole judgment of the Purchaser, disclosure is wfiserrequired by applicable Law or by the applieatles of any stock exchange on which
the Purchaser or its Affiliates lists securitiesyihich event the Purchaser shall submit the preghdssclosure to the Seller for review and
comment prior to making the same, and shall ineamgnt only disclose the minimum amount of informattoncerning this Agreement and
the transactions contemplated hereby necessaafitfysthe applicable Law or stock exchange rule.

12.2 ExpensesExcept as otherwise provided in this Agreementhed¢he parties hereto shall bear their respeetkpenses incurred
or to be incurred in connection with the executimial delivery of this Agreement and the consummaifahe transactions contemplated
hereby.

12.3 No Assignment The rights and obligations of a party hereunder n@tybe assigned without the prior written consérihe othe
party hereto. Notwithstanding the previous sentefaethe Purchaser may, without the consent oB#iker, assign its rights under this
Agreement to any Affiliate of the Purchaser and smgh assignment will not release the Purchaser &y of its obligations hereunder, and
(b) the Seller may, without the consent of the Raser, assign any rights of the Seller under tigise@ment or any of the Ancillary
Agreements (including without limitation the Escréwgreement) to its shareholders as part of a ligting) distribution of the Seller’s assets.
If the Purchaser assigns its obligations underAlgiement to an Affiliate, the Purchaser shallcete and deliver a guaranty of the Lease
anticipation of the Purchaser assigning its rigimd obligations under this Agreement to WAM Acqigsi Corporation, all of the exhibits to
this Agreement have been prepared for signatuM/Ai Acquisition Corporation.

12.4 Headings The headings contained in this Agreement are irelidr purposes of convenience only, and will ritect the
meaning or interpretation of this Agreement.

12.5 Integration, Modification and Waiver . This Agreement, together with the Exhibits, Schedwnd certificates or other
instruments delivered hereunder, constitutes thieeesgreement between the parties hereto withertgp the subject matter hereof and
supersedes all prior understandings of the paitiekiding without limitation that certain lettef imtent dated as of November 30, 2007
between Brush, the Seller and J&M Equipment, botushing the Confidentiality Agreemenirovided, howevethat the Confidentiality
Agreement shall terminate without need for furthetion of any Person upon conclusion of the Clagimsupplement, modification or
amendment of this Agreement will be binding unkesscuted in writing by each of the parties hersttmwaiver of any of the provisions of
this Agreement will be deemed to be or will congéta continuing waiver. No waiver will be bindingless executed in writing by the party
making the waiver.

12.6 Construction. The parties have participated jointly in the negfidin and drafting of this Agreement. In the evemiambiguity or
guestion of intent or interpretation arises, thggement will be construed as if drafted jointlythg parties and no presumption or burden of
proof will arise favoring or disfavoring either paby virtue of the authorship of any of the praoers of this Agreement. Any reference to .
federal, state, local or foreign statute or lawl il deemed also to refer to all rules and reguiatpromulgated thereunder, unless
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the context requires otherwise. The word “includingeans including without limitation. Any referenteethe singular in this Agreement also
includes the plural and vice versa.

12.7 Severability. If any provision of this Agreement or the applicatiof any provision hereof to any party or circuamste is, to any
extent, adjudged invalid or unenforceable, theiappbn of the remainder of such provision to spahty or circumstance, the application of
such provision to other parties or circumstanced,the application of the remainder of this Agreateill not be affected thereby.

12.8 Notices All notices and other communications required anpted hereunder must be in writing and will bened to have
been duly given when delivered in person or whepaliched by electronic facsimile transfer with fgicef confirmation (if confirmed in
writing by another means permitted hereby simubbasty dispatched) or one business day after hawéey dispatched by a nationally
recognized overnight courier service to the appad@iparty at the address or facsimile number ipdddelow:

If to the Seller Prior to the Closing:

Techni-Met, Inc.

300 Lamberton Road
Windsor, Connecticut 06095
Attention: Jerry Scharr
Facsimile No.: (860) 688-0278

If to the Seller Following the Closing:

c/o Mr. Jerome M. Scharr

44 East Newbury Road
Bloomfield, Connecticut 06002
Facsimile No.: (860) 243-8325

with a copy at all times to:

Reid and Riege, P.C.

One Financial Plaza

Hartford, Connecticut 06103
Attention: Mark X. Ryan
Facsimile No.: (860) 240-1002

If to the Purchaser:

Williams Advanced Materials Inc.
c/o Brush Engineered Materials Inc.
17876 St. Clair Avenue

Cleveland, Ohio 44110

Attention: Gregory R. Chemnitz
Facsimile No.: (216) 481-2523
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with copies to:

Jones Day

901 Lakeside Avenue
Cleveland, Ohio 44114
Attention: Charles W. Hardin, Jr.
Facsimile No.: (216) 579-0212

Any party hereto may change its addresaasimile number for the purposes of tBisction 12.8y giving notice as provided herein.

12.9 Governing Law. This Agreement is governed by and shall be condtamel enforced in accordance with the laws of tageSf
Delaware without regard to principles of confliofdaw.

12.10 Counterparts. This Agreement may be executed in one or more eopatts, each of which will be deemed an origibat,all
of which together will constitute one and the sans¢rument.

[Signature Page Follows]
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IN WITNESS WHEREOF , the parties have executed this Agreement aseadidly and year first above written.

48

WILLIAMS ADVANCED MATERIALS INC.

By: /sl Michael C. Hasyche

Name: Michael C. Hasych
Title: Vice President, Secret:
and Treasut
TECHNI-MET, INC.

By: /sl Jerome M. Sche

Name: Jerome M. Schi
Title: Chairmau






Subsidiaries of Registrant

EXHIBIT 21

The Company has the following subsidiaries, allvbfch are wholly owned and included in the consattdi

financial statements.

Name of Subsidiar

BEM Services, Inc.

Brush Wellman Inc.

Brush Ceramic Products In

Brush International, Inc

Brush Resources Inc

Brush Wellman Gmbt

Brush Wellman (Japan), Ltc

Brush Wellman Limitec

Brush Wellman (Singapore) Pte Lt

CERAC, incorporate:

OMC Scientific Holdings Limitec

OMC Scientific Czech s.r.o

Technical Materials, Inc

Thin Film Technology, Inc.

Williams Advanced Materials Inc

Williams Advanced Materials Far East Pte L
Williams Advanced Materials (Netherlands) B.
Williams Advanced Materials Japan In
Williams Advanced Materials (Suzhou) Lt

Williams Advanced Materials Technologies Taiwan Ciol.

Zentrix Technologies Inc

State or Country
of Incorporation
Ohio

Ohio
Arizona
Ohio

Utah
Germany
Japar
England
Singapore
Wisconsin
Ireland
Czech Republi
Ohio
California
New York
Singapore
Netherland:
Japar

China
Taiwan
Arizona






EXHIBIT 23

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference ifdllewing registration statements of our reporaésedi February 27, 2008, with respect tc
consolidated financial statements and schedulaudiBEngineered Materials Inc. and subsidiariestaride effectiveness of internal control
over financial reporting of Brush Engineered Makiinc. and Subsidiaries, included in the 2007 wshiReport (Form 10-K) for the year
ended December 31, 2007:

(1)
()
(3)
(4)
()
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)
(15)
(16)
17
(18)
(19)
(20)
(21)

Registration Statement Number -88994 on Form -8 dated May 24, 200:

Pos-Effective Amendment Number 1 to Registration StaetiNumber 33-74296 on Form -8 dated November 30, 20C
Pos-Effective Amendment Number 5 to Registration StaetNumber -64080 on Form -8 dated May 17, 200!
Pos-Effective Amendment Number 1 to Registration StaethiNumber 33-63355 on Form -8 dated May 17, 200(
Pos-Effective Amendment Number 1 to Registration StaetiNumber 3-28605 on Form -8 dated May 17, 200!
Pos-Effective Amendment Number 1 to Registration StaetiNumber 33-63353 on Form -8 dated May 17, 200(
Pos-Effective Amendment Number 1 to Registration StaetiNumber 33-63357 on Form -8 dated May 17, 200(
Pos-Effective Amendment Number 1 to Registration StaethiNumber 33-52141 on Form -8 dated May 17, 200(
Pos-Effective Amendment Number 1 to Registration StaetNumber -90724 on Form -8 dated May 17, 200!
Registration Statement Number -63353 on Form -8 dated September 14, 19!

Registration Statement Number -63355 on Form -8 dated September 14, 19!

Registration Statement Number -63357 on Form -8 dated September 14, 19!

Registration Statement Number -52141 on Form -8 dated May 5, 199¢

Registration Statement Number-28605 on Form -8 dated May 5, 198¢

Registration Statement Numbe-90724 on Form -8 dated April 27, 198¢

Pos-Effective Amendment Number 3 to Registration StatetiNumber -64080 on Form -8 dated April 22, 1982
Registration Statement Number -114147 on Form -3 dated July 1, 200«

Registration Statement Number -127130 on Form -8 dated August 3, 200

Registration Statement Number -133428 on Form -8 dated April 20, 200¢
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EXHIBIT 24

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each of thedemsigned directors and officers of BRUSH
ENGINEERED MATERIALS INC., an Ohio corporation (th€orporation”), hereby constitutes and appoints
Richard J. Hipple, John D. Grampa, Michael C. Haalcand David P. Porter, and each of them, thedr and
lawful attorney or attorneys-ifact, with full power of substitution and revocatjdor them and in their names, pli
and stead, to sign on their behalf as a directoffarer, or both, as the case may be, of the Qarjmn, an Annual
Report pursuant to Section 13 or 15(d) of the SgesrExchange Act of 1934 on Form 10-K for thesfisyear
ended December 31, 2007, and to sign any and alhdments to such Annual Report, and to file theesawith all
exhibits thereto, and other documents in connedtierewith, with the Securities and Exchange Corsinis
granting unto said attorney or attorneys-in-fantj aach of them, full power and authority to do ppdorm each
and every act and thing requisite and necessarg ttbne in and about the premises, as fully tmsdhts and
purposes as they might or could do in person, lyeraifying and confirming all that said attorneyaitorneys-in-
fact or any of them or their substitute or subgtigymay lawfully do or cause to be done by viftaeeof.

IN WITNESS WHEREOF, the undersigned have hereuattheir hands as of the 6th day of February, 2008.

/sl Richard J. Hippl /sl William P. Mada

Richard J. Hipple, Chairman, President, Chief William P. Madar, Director
Executive Officer and Director (Principal
Executive Officer,

/sl John D. Gramg /sl William G. Pryot
John D. Grampa, Senior Vice President Fini William G. Pryor, Director
and Chief Financial Officer (Principal Financ
Officer)
/sl Albert C. Bersticke /sl N. Mohan Redd
Albert C. Bersticker, Directc N. Mohan Reddy, Directc
/sl Joseph P. Keithle /sl William R. Robertso
Joseph P. Keithley, Direct William R. Robertson, Directc
/sl William B. Lawrence /sl John Sherwin, J

William B. Lawrence, Directo John Sherwin, Jr., Direct






Exhibit 31.1

CERTIFICATIONS

I, Richard J. Hipple, certify that:
1) I have reviewed this annual report on Form 16f®Brush Engineered Materials Inc. (the “registfant

2) Based on my knowledge, this report does notatorany untrue statement of a material fact or dnittate a
material fact necessary to make the statements,rimalight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3) Based on my knowledge, the financial statememtd,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floithe registrant as
of, and for, the periods presented in this report;

4) The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitgs 13a-15(e) and 15d-15(e)) and internal cbotrer
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaores
be designed under our supervision, to ensure thtgnal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over firiah
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerall’
accepted accounting principles;

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisin
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of tHegthe
period covered by this report based on such evahjand

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quartettie case of an
annual report) that has materially affected, oe#@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5) The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatiorernal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfiams):

a) All significant deficiencies and material weagses in the design or operation of internal cortver
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to reggtbcess,
summarize and report financial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmi
role in the registrant’s internal control over fircéal reporting.

/sl Richard J. Hipple

Richard J. Hipple
Chairman, President and Chief Executive Officer

Dated: February 29, 20(






Exhibit 31.2

CERTIFICATIONS

[, John D. Grampa, certify that:
1) I have reviewed this annual report on Form 16f®Brush Engineered Materials Inc. (the “registfant

2) Based on my knowledge, this report does notatorany untrue statement of a material fact or dnittate a
material fact necessary to make the statements,rimalight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3) Based on my knowledge, the financial statememtd,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floithe registrant as
of, and for, the periods presented in this report;

4) The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitgs 13a-15(e) and 15d-15(e)) and internal cbotrer
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaores
be designed under our supervision, to ensure thtgnal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over firiah
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerall’
accepted accounting principles;

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisin
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of tHegthe
period covered by this report based on such evahjand

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quartettie case of an
annual report) that has materially affected, oe#@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5) The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatiorernal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfiams):

a) All significant deficiencies and material weagses in the design or operation of internal cortver
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to reggtbcess,
summarize and report financial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmi
role in the registrant’s internal control over fircéal reporting.

/sl John D. Grampa

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

Dated: February 29, 20(






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 adopted@otr$o Section 906 of the Sarbanes-Oxley Act @22
connection with the filing of the Annual Report Barm 10-K of Brush Engineered Materials Inc. (t@»Mhpany”)
for the year ended December 31, 2007, as filed thghSecurities and Exchange Commission on thetaatof (the
“Report”), each of the undersigned officers of @@mpany certifies, that, to such officer’s knowledg

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

2. The information contained in the Report fairhggents, in all material respects, the financiadition and
results of operations of the Company as of thesdael for the periods expressed in the Report.

/sl Richard J. Hipple

Richard J. Hipple
Chairman of the Board, President and
Chief Executive Officer

/sl John D. Grampa

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

Dated: February 29, 20(



