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PART | FINANCIAL INFORMATION
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

ltem 1. Financial Statements

The consolidated financial statements of Brush Begjied Materials Inc. and its subsidiaries forgharter
ended September 28, 2007 are as follows:

Consolidated Statements of Income —
Third Quarter and first nine months ended Septer2®8e2007 and September 29, 2(

Consolidated Balance Sheets —
September 28, 2007 and December 31, :

Consolidated Statements of Cash Flows —
Nine months ended September 28, 2007 and Sept&28@p200€
EX-11
EX-31.1
EX-31.2
EX-32.1
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Consolidated Statements of Income

(Unaudited)
Third Quarter Ended Nine Months Ended

(Dallars in thousands except share and Sept. 28, Sept. 29, Sept. 28, Sept. 29,
per share amounts) 2007 2006 2007 2006
Net sales $ 230,92t $ 20042¢ $ 714,80 $ 555,22

Cost of sale: 184,65! 160,71! 557,36 441,55.
Gross margir 46,27 39,71 157,43t 113,67:

Selling, general and administrative expe 27,45¢ 26,84¢ 82,69( 77,95!

Research and development expe 96¢ 971 3,56¢ 3,00¢

Other-net 1,67¢ 1,25¢ 5,531 1,96(
Operating profit 16,17( 10,63¢ 65,64 30,75¢

Interest expens 28¢€ 98:Z 1,54( 3,25(
Income before income tax 15,88¢ 9,651 64,10: 27,50¢

Income taxe: 5,97¢ 2,56/ 23,14 8,22¢
Net income $ 9,90¢ $ 7087 $ 4096 $ 19,28:
Per share of common stock: ba $ 0.4¢ $ 03¢ $ 20z $ 0.9¢
Weighted average number of common shares

outstanding 20,392,000 19,784,000 20,300,00 19,547,00
Per share of common stock: dilu $ 04t $ 0.3 $ 19¢ $ 0.9¢
Weighted average number of common shares

outstanding 20,730,000 20,111,000 20,736,00  19,998,00

See notes to consolidated financial statements.
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Consolidated Balance Sheets

(Unaudited)
Sept. 28, Dec. 31,
(Dallarsin thousands) 2007 2006
Assets
Current assetl
Cash and cash equivalel $ 16,967 $ 15,64«
Accounts receivabl 116,87 86,46
Inventories 163,79¢ 151,95(
Prepaid expenst 16,30¢ 13,98¢
Deferred income taxe 3,27¢ 3,541
Total current asse 317,22¢ 271,58«
Other asset 13,15: 13,571
Relater-party notes receivab 98 98
Long-term deferred income tax 4,65¢ 15,57¢
Property, plant and equipme 575,51: 557,86
Less allowances for depreciation, depletion andrénadion 392,64 381,93:
182,86! 175,92¢
Goodwill 21,78: 21,84

$539,78.  $498,60¢

Liabilities and Shareholders Equity
Current liabilities

Shor-term debi $ 29,90¢ $ 28,07¢
Current portion of lon-term debt 631 632
Accounts payabl 30,24( 30,74«
Other liabilities and accrued iter 53,23¢ 52,16:
Unearned revent 2,652 314
Income taxe: 1,08¢ 4,51¢
Total current liabilities 117,75¢ 116,44.
Other lon¢-term liabilities 11,78( 11,64:
Retirement and pc-employment benefit 59,20( 59,08¢
Long-term income taxe 4,331 —
Deferred income taxe — 151
Long-term deb 9,64¢ 20,28:
Shareholder equity 337,06¢ 291,00(

$539,78.  $498,60t

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

(Dallars in thousands)

Net income

Adjustments to reconcile net income to net cash puided from operating activities:
Depreciation, depletion and amortizat
Amortization of deferred financing costs in intérespens¢
Derivative financial instrument ineffectivene
Stocl-based compensation expel
Decrease (increase) in accounts receiv
Decrease (increase) in inventc
Decrease (increase) in prepaid and other curreets
Decrease (increase) in deferred income ti
Increase (decrease) in accounts payable and acexpedse
Increase (decrease) in unearned reve
Increase (decrease) in interest and taxes pa
Increase (decrease) in other |-term liabilities
Other— net

Net cash provided from operating activities

Cash flows from investing activitie
Payments for purchase of property, plant and eqgeiip
Payments for mine developme
Payments for purchase of business net of cashvest
Proceeds from sale of busint
Proceeds from sale of property, plant and equipt
Other investment— net

Net cash used in investing activitie
Cash flows from financing activitie
Proceeds from issuance (repayment) of -term deb
Proceeds from issuance of l--term debi
Repayment of lor-term deb
Issuance of common stock under stock option
Tax benefit from exercise of stock optic

Net cash provided from (used in) financing activigs
Effects of exchange rate chang

Net change in cash and cash equivalen
Cash and cash equivalents at beginning of peric

Cash and cash equivalents at end of peric

See notes to consolidated financial statements.

Nine Months Ended

Sept. 28, Sept. 29,
2007 2006

$40,96. $19,28:
17,94« 17,66¢
321 44C
42 (163
2,92¢ 1,20C
(29,12)  (30,95%)
(12,440  (33,96¢)
(1,94)) (89€)
(3,68() 6,07¢
(3,769  14,21:
2,33¢ 19C
10,47: 1,19¢
3,28¢ 3,013
(2,080 7,127
25,26¢ 4,42¢
(17,644 (9,659
(6,77¢) (72)
— (25,699
2,15( —
46 —

42 33
(22,189  (35,39)
1,46i 7,61¢
15,74 26,00(
(26,399 (10,639
4,91 9,441
2,738 —
(1,53) 32,42
(22€) (284)
1,328 1,17¢
15,64 10,647
$16,96° $11,81¢
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Notes to Consolidated Financial Statement
(Unaudited)
Note A —Accounting Policies

In managemens’ opinion, the accompanying consolidated finarstiaements contain all adjustments nece:
to present fairly the financial position as of Sepber 28, 2007 and December 31, 2006 and the seddperations
for the third quarter and first nine months endegt8mber 28, 2007 and September 29, 2006. All@atjustments
were of a normal and recurring nature.

Note B—Inventories

Sept. 28, Dec. 31,
(Dollarsin thousands) 2007 2006
Principally average cos
Raw materials and suppli $ 28,03¢ $ 36,39(
Work in proces: 150,74: 124.,67(
Finished good 52,60 56,72:
Gross inventorie 231,37¢ 217,78:
Excess of average cost over LIFO inventory vi 67,58( 65,83
Net inventories $163,79¢  $151,95(
Note C—Pensions and Other Po:-retirement Benefits
Pension Benefits Other Benefits

Third Quarter Ended Third Quarter Ended
Sept. 28 Sept. 29 Sept. 28 Sept. 29

(Dollarsin thousands) 2007 2006 2007 2006
Components of net periodic benefit cost
Service cos $1,18 $125¢ $ 75 $ 74
Interest cos 1,88¢ 1,74z 477 47€
Expected return on plan ass (2,200 (2,079 — —
Amortization of prior service co: (167) (17¢) 9) (9)
Amortization of net los 44k 517 — —
Net periodic benefit co: $1,151 $1,25€ $ 542 $ 541
Pension Benefits Other Benefits
Nine Months Ended Nine Months Ended
Sept. 28 Sept. 29 Sept. 28 Sept. 29
(Dallarsin thousands) 2007 2006 2007 2006
Components of net periodic benefit cos
Service cos $3,49¢ $3,76( $ 22¢ $ 22z
Interest cos 5,571 5,22 1,431 1,42
Expected return on plan ass (6,497 (6,235 — —
Amortization of prior service co: (494) (539 27) 27)
Amortization of net los 1,314 1,55( — —
Net periodic benefit cos $339¢ $3,766 $1,630 $1,627
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Note D —Contingencies

Brush Wellman Inc., one of the Company’s wholly @drsubsidiaries, is a defendant in various legal
proceedings where the plaintiffs allege that thayencontracted chronic beryllium disease (CBD)eteited ailment
as a result of exposure to beryllium. Managemeli¢wes that the Company has substantial defenskmeends to
defend these suits vigorously. The Company hasdedca reserve for CBD litigation of $2.2 millios af
September 28, 2007 and $2.1 million as of DecerBbeR006. This reserve covers existing claims anig
unasserted claims could give rise to additionaddss Defense costs are expensed as incurred.r&suddition of the
asserted claims may be for different amounts tharently reserved. There were no settlement paysnmeate
during the first nine months of 2007. Portionsh# butstanding claims are covered by varying lestlasurance.

In the third quarter 2006, the Court of Common PleaOttawa County, Ohio issued a summary judgriment
the Company’s favor and awarded the Company danwdks8 million to be paid by the Company’s former
insurance providers. The Company had filed the lgtvegyainst its former insurers in attempts to hesa dispute
over how insurance coverage should be appliedctariad legal defense costs and indemnity paymehies Court
ruling agreed with the Comparsyposition. The damages, which were stipulated/tthe defendants, represent c«
previously paid by the Company over a number ofy#aat were not reimbursed by the insurance pessidlhe
damages also include accrued interest on thoss. dds award was subsequently increased to $8li®mls a
result of the defendants stipulating to the attpiméess incurred in pursuing this action. The Campbelieves that
the defendants will appeal this ruling and therefali or a portion of the $8.8 million may not iieat by the
Company. Given the uncertainty surrounding thertgrand outcome of the appeal process and the flagdir a
portion or all of the award to be reversed, the Gany has not recorded the impact of the awardi€ansolidated
Financial Statements as of September 28, 2007.

Williams Advanced Materials Inc. (WAM), one of t®mpany’s wholly owned subsidiaries, and a small
number of WAM'’s customers are defendants in a patdrngement legal case. WAM has provided an mdy
agreement to certain of those customers under vilvi&M will pay any damages awarded by the court. WAS%
not made any indemnification payments nor have teegrded a reserve for losses under these agrézamsaf
September 28, 2007. WAM believes it has strongrdsfe applicable to both WAM and its customers and i
contesting this action. While WAM does not beliglrat a loss is probable, should their defenseprmatail, the
damages to be paid may potentially be materidiéodompany’s results of operations in the periogagfment. The
court recently issued a stay in the action agAW¥&M in order to review the question of the plaifisfownership of
the applicable patents.

The Company has an active environmental complianogram and records reserves for the probableofost
identified environmental remediation projects. Taserves are established based upon analyses teddbycthe
Company'’s engineers and outside consultants analdfusted from time to time based upon on-goindistiand
the difference between actual and estimated cbktsreserves may also be affected by rulings agdtiaions witt
regulatory agencies. The undiscounted reserve talaas $5.0 million as of September 28, 2007 antl $ilion
as of December 31, 2006. Environmental projectd terbe long-term and the final actual remediatiosts may
differ from the amounts currently recorded.

Note E—Comprehensive Income

The reconciliation between net income and comprsilierincome for the third quarter and first ninenths
ended September 28, 2007 and September 29, 2686aHows:

Third Quarter Ended Nine Months Ended

Sept. 28 Sept. 29 Sept. 28, Sept. 29,
(Dollars in thousands) 2007 2006 2007 2006
Net income $9,90¢ $7,087 $40,96: $19,28:
Cumulative translation adjustme 1,42¢ 149 1,19¢ 47¢€
Change in the fair value of derivative financiatiuments (2,274 (1,039 (6,02 4,732
Minimum pension and other retirement plan liabi 26¢ — 793 —
Comprehensive incon $9,42¢ $6,03¢ $36,927 $24,49(
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Note F —Segment Reporting

Beginning in the fourth quarter 2006 and due larppelcause the Company has a new chief operatirigiclec
maker, the operating segments will no longer beegaied and the Company will report its four malesegments
separately. WAM is reported as Advanced Materiahh®logies and Services, Alloy Products reporte8ecialty
Engineered Alloys, Beryllium Products is now Beiyth and Beryllium Composites and Technical Materlak. is
Engineered Material Systems. Brush Ceramic Prodaatsholly owned subsidiary that formerly was prt
Electronic Products, has been merged into Beryliun Beryllium Composites. The remaining portiofis o
Electronic Products, due to their insignificanag, @ported in the reconciling All Other columrtfire table below.

Advanced
Material Specialty Beryllium Engineerec
Technologie: Engineerec and Beryllium Material All
(Dollars in thousands) and Service: Alloys Composites Systems Subtotal Other Total
Third Quarter 200°
Revenues from external custom $ 119,41 $ 74,117 $ 15,15¢ $ 18,61+ $227,30¢ $ 3,62( $230,92¢
Intersegment revenus 1,40¢ 33t 20¢ 322 2,27z 2 2,27¢
Operating profit (loss 12,27¢ 2,56¢ 2,20¢ 1,71C 18,75¢ (2,58¢)  16,17(
Third Quarter 200!
Revenues from external custom $ 9199« $ 73,208 $ 13,55« $ 17,03¢ $195,79: $ 4,63¢ $200,42¢
Intersegment revenu 1,12t 2,46: 27C 1,28 5,14¢ 19 5,16¢
Operating profit (loss 6,15¢ 3,69 1,70¢ 602 12,16: (1,527 10,63¢
First Nine Months 200
Revenues from external custom $ 384,35. $ 220,02¢ $ 46,81¢ $ 52,227 $703,42' $11,38( $714,80"
Intersegment revenur 3,87¢ 3,40: 752 1,78i 9,821 14 9,83t
Operating profit (loss 49,10¢ 9,25¢ 6,762 3,01¢ 68,14t (2,507 65,64:
Assets 190,92( 239,33¢ 38,210 27,287 495,76 44,01¢ 539,78:
First Nine Months 200
Revenues from external custom $ 250,27¢ $ 202,56¢ $ 36,69¢ $ 52,977 $542,52: $12,70¢ $555,22
Intersegment revenur 3,19¢ 5,75:¢ 632 2,68( 12,26: 21 12,28
Operating profit (loss 24,75( 5,641 2,80: 3,16¢ 36,36( (5,604  30,75¢
Assets 150,59: 233,28t 36,03¢ 29,52¢  449,44. 37,09¢ 486,54(

Note G—Stock-based Compensation Expense

The Company granted 3,000 restricted stock unitettain employees in the third quarter 2007. Eievialue
of the grants was determined using the closingepran the grant dates. The fair value will be ainedtover the
vesting period of three years. The shares willdséefted should the holders’ employment terminaiergo the end
of the vesting period.

The Company granted approximately 8,000 restristedk units to the non-employee directors in theosd
quarter 2007 under the 2006 Non-employee Directegsiity Plan. The fair value of the grant, whichswa
determined using the closing market price on tleigdate of May 1, 2007, was $46.01 per share faihgalue will
be amortized over the vesting period of one yelaou®l a director terminate prior to the completifrthe vesting
period, the director will be entitled to receivpra-rata payment of common shares based upon theenof full
months of service rendered since the grant date.

The Company granted approximately 50,000 sharesstficted stock to certain employees in the fjisdrter
2007 at a fair value of $44.72 per share. Theviaiue was determined using the closing price ofGbmpany’s
stock on the grant date of February 15, 2007 atidb@iamortized over the vesting period of threarge The shares
will be forfeited should the holders’ employmentténate prior to the end of the vesting period. Gmempany
granted approximately 40,000 stock appreciatiohtsigSARS) to certain employees in the first qua2@07 at a
strike price of $44.72 per share. The fair valuéhef SARs, which was determined on the grant dafebruary 15,
2007 using a Black-Scholes model, was $22.77 pmesind will be amortized over the vesting peribthree
years. The SARs expire ten years from the datbeofjtant
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The Company implemented a long-term incentive fdanhe 2007 to 2009 time period for executive aHfis
and certain other employees in the first quart@72@wards under the plan are based upon the Coyfgan
performance during this time period and any paybtite end of the period may vary depending uperdégree to
which the actual performance exceeds the pre-detechthreshold, target and maximum performancedetnder
the 2007 to 2009 long-term incentive plan, awaatsed up to the target level will be settled inrekaof the
Company’s stock. The portion of any awards earnezkcess of the target up to the maximum payoutbheikettied
in cash based upon the share price of the Compatock at the end of the performance period. Coisgtéon
expense is based upon the current performancectinje for the three-year period, the percentageaisite
service rendered and the market value of the Coypatock on the February 15, 2007 grant date.dffset to
compensation expense is recorded within sharehsldquity. The compensation expense for the poxiceny
payout in excess of target is based upon the mpriaz of the Company'’s stock at the end of theéggewith the
offset recorded as a liability.

Total sharesased compensation expense for the above and psiyiexisting grants and plans was $1.0 mil
in the third quarter 2007 and $0.5 million in thed quarter 2006. For the first nine months of ykar, the
comparable expense was $2.9 million in 2007 and &illion in 2006.

Note H—Income Taxes

Income taxes were calculated by applying an effedtx rate of 37.6% against income before incawed in
the third quarter 2007 and 36.1% in the first nimenths of 2007. The differences between the effectite and the
statutory rate in both periods included the effeétgercentage depletion, foreign source incomedautlictions, the
production deduction and other factors. The eféectax rate was 26.6% in the third quarter 200625h8% in the
first nine months of 2006. The differences betwemeneffective and statutory rates in those peneeise primarily
the impact of foreign source income and percentsgéetion. The effective tax rate was higher intthied quarter
and first nine months of 2007 than the respecteréogds in the prior year due to differences in medevels, foreig
source income, percentage depletion and otherrfacto

The effective rate in the third quarter 2007 waghkr than the effective rate of 35.6% used in itts® $ix
months of 2007 due to differences in the projeatguhct of foreign income and taxes and other factbhe effect
of this rate change was an increase to tax expamdéo decrease net income by approximately $0l®mior
$0.01 per share, in the third quarter 2007.

Note | —Income Taxes — Adoption of FIN 48

The Company adopted Financial Accounting StandBo@dsd Interpretation No. 48, “ Accounting for
Uncertainty in Income Taxes, an interpretation ASB Statement No. 109” (FIN 48) as of January D72G-IN 48
clarifies the accounting for uncertainty in incotages recognized in the financial statements i@@ce with
FASB Statement No. 109, “Accounting for Income Tsix@s a result of adopting FIN 48, the Companyomgtzed
a $1.4 million increase to its reserve for uncertak positions, which is included in accrued ineotaxes on the
Consolidated Balance Sheet. The increase was a®swbfor as an adjustment to the retained earniagmbe as of
January 1, 2007. The prior year's results wereestated for the adoption of FIN 48.

As of January 1, 2007, the Company had $5.4 milibanrecognized tax benefits, of which $4.3 milliwould
affect the effective tax rate if recognized. Thesgrunrecognized tax benefits differ from the andlet would
affect the effective tax rate due to the impactarious offsetting items.

The Company or its subsidiaries files income taurres in the United States federal jurisdiction &adous
state and foreign jurisdictions. The tax years 1988ugh 2006 remain open to examination for feldemd state
taxing jurisdictions to which we are subject. Noefign jurisdiction tax years are open prior to 2000

The Company classifies all interest and penaltesieome tax expense. As of January 1, 2007, timep@ay
recorded $0.1 million of accrued interest and ptelated to uncertain tax positions. The Corggdzglieves that
due to a current audit, it is reasonably possitdé the total amount of unrecognized tax benefilsdecrease by
approximately $0.1 million within the next twelveonths.
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Note J—New Pronouncements

The FASB issued Statement No. 159, “The Fair V&@pton for Financial Assets and Financial Liabégti-
including an amendment of FASB Statement No. 1h8he first quarter 2007. The statement allowstiestio
value financial instruments and certain other itetnfir value. The statement provides guidance theselection o
the fair value option, including the timing of thkection and specific items eligible for the faiwe accounting.
Changes in fair values would be recorded in eamiiige statement is effective for fiscal years beigig after
November 15, 2007. The Company is evaluating thmohthe adoption of this statement will have niyaon its
consolidated financial statements.

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

Overview

We are an integrated producer of engineered migersed in a variety of high performance electrical
electronic, thermal, optical and structural apglares. Major markets for our materials include telemunications
and computer, data storage, aerospace and defartemotive electronics, industrial components gopliance.

Sales in the third quarter 2007 of $230.9 millioarev$30.5 million higher than the third quarter @00his
growth was fueled by a combination of improved dedchtom the data storage, defense and portioniseof t
telecommunications and computer and other markefgpoved pricing in portions of our business, neaducts an
the pass-through of higher precious metal priggermhational sales continued to grow at a fastee plaan domestic
sales.

Gross margin was 20% of sales in the third qu&®&7, unchanged from the third quarter 2006, but an
improvement over the 18% gross margin earned is¢send quarter 2007. Expenses were slightly hiighire
third quarter 2007 than they were in the third tgera2006, but they declined as a percent of sales.

Operating profit was $16.2 million in the third qtea 2007, a $5.6 million, or 52%, improvement othe third
guarter 2006. Operating profit has grown over thi@garable quarter in the prior year for nine contee quarters.

Cash flow from operations was $25.3 million in fst nine months of 2007. Cash flow from operasion
increased in both the second quarter and thirctgua®07 over the preceding quarter. In the thirdrtgr 2007, cas
flow from operations was $13.9 million. This strozesh flow, along with the proceeds from the exseraf stock
options and the proceeds from the sale of a smalhbss, allowed us to fund capital expenditurggresion plan
contribution and an $8.8 million reduction in dé@bthe first nine months of 2007.

The debt to total debt plus equity ratio, a meastitealance sheet leverage, improved from 14% at gad
2006 to 11% as of the end of the third quarter 2007

Results of Operations

Third Quarter Nine Months
Ended Ended

Sept. 28 Sept. 29 Sept. 28 Sept. 29
Millions, except per share data 2007 2006 2007 2006
Sales $230.¢ $200.¢ $714.¢ $555.2
Operating Profi 16.2 10.€ 65.€ 30.¢
Income Before Income Tax 15.¢ 9.7 64.1 27.5
Net Income 9.¢ 7.1 41.C 19.2
Diluted E.P.S. $ 0.4¢ $ 0.3 $ 1.9¢ $ 0.9¢

Salesof $230.9 million in the third quarter 2007 wereé/d Bigher than third quarter 2006 sales of
$200.4 million while sales of $714.8 million foretlfirst nine months of 2007 were 29% higher thdessaf
$555.2 million in the first nine months of 2006.
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Sales have grown over the comparable quarter ipribeyear for nineteen consecutive quarters. Sial¢he
first nine months of 2007 were the highest in detdmy.

More than half of the growth in sales in the thirdarter and first nine months of 2007 over thermpy@ar is
from sales of ruthenium-based targets for the stmieage market for hard disk drive applicationse @emand for
these materials improved in the third quarter 28@&r having slowed down during the second qua@é7 from th
first quarter 2007 level, partially due to seasitpddsues. We anticipate demand from this maridtet strong in the
fourth quarter 2007 as the perpendicular magnetiording (PMR) technology is implemented by ourteoers in
an increasing portion of their hard disk drive aggtions.

Sales of precious metal products for wireless tetenunication and other applications contributeth®sales
increase in the third quarter and first nine momth2007. Sales also increased in the third qua@éi7 and the first
nine months of 2007 due to improved pricing on egpased alloy products sold into portions of the
telecommunications and computer, appliance, indistomponent and other markets. Sales for defande
government-related applications grew in each ofitisethree quarters of 2007 while the demand ftom
automotive electronics market, which had beeniadfie first six months of 2007, strengthened dytire third
quarter 2007.

We use precious metals, including gold, silvertipian and palladium in the manufacture of variotzdpicts.
Our sales are affected by the prices for theselmets changes in our purchase price are passedoum customers
in the form of higher or lower selling prices. Tiwéces for the precious metals we use on average gher in the
third quarter and first nine months of 2007 tham¢bmparable periods in 2006 resulting in an es&ch&5.2 millior
increase in sales in the third quarter 2007 as enegjpto the third quarter 2006 and an estimated®$i8lion
increase in sales in the first nine months of 2604t the first nine months of 2006.

International sales were $91.4 million, or 40%atht sales, in the third quarter 2007 compareds4million,
or 34% of total sales, in the third quarter 200g&. fRe first nine months of the year, internatioseles of
$305.6 million in 2007 were 65% higher than int¢iorzal sales of $185.6 million in 2006. Internatbsales
accounted for 43% of total sales in the first mmenths of 2007 compared to 33% of total salesérfitist nine
months of 2006. A significant portion of the intational growth in 2007 came from Asia and a portibthat
growth was due to the data storage market. Thetadfaranslating foreign currency denominated salas a
favorable $0.7 million in the third quarter 200 damfavorable $2.4 million in the first nine montf<2007 as
compared to the same periods in 2006. Domestis gatav 5% in the third quarter 2007 and 11% infitis¢ nine
months of 2007 over the respective periods of 2006.

Gross marginwas $46.3 million in the third quarter 2007, anr@ase of $6.6 million over the gross margin of
$39.7 million in the third quarter 2006. The grasargin was 20% of sales in both periods. For tte fiine months
of the year, the gross margin improved to $157 Mianiin 2007, or 22% of sales, from $113.7 milljar 20% of
sales, in 2006.

The overall increase in sales volume contributetthéomargin improvement in both the third quarted &rst
nine months of 2007 over to the respective peraddbe prior year. Improved pricing from two of dauisinesses
helped to offset the impact of the continuing hegist of copper and nickel and also contributedhéohigher margin
dollars in 2007. The change in product mix wastgligfavorable in the third quarter and first nimenths of 2007
as compared to the same periods in 2006.

The market price of ruthenium escalated in the sgd¢@lf of 2006 and was significantly higher thiha t
carrying cost of the inventory as of December IN& Sales of this existing lower cost inventoryhat current
market prices and other inventory transactionseiased total gross margins by $1.5 million in thedtquarter 2007
and $22.9 million in the first nine months of 20@7portion of the lower cost inventory was in theerh of refines
and other re-cycle materials that have longer [m%iog times; we anticipate that the majority of $heall volume of
material that is left from last year will be conseainin the fourth quarter 2007. During the first 4qea2007, we
revised our pricing strategy to allow for changeshie price of ruthenium purchased going forwardeégassed on
to customers.

The year-to-date gross margin was adversely afldnyean isolated manufacturing quality issue in the
production of ruthenium targets for the data stenagirket that resulted in customer returns, additioosts and
inventory losses in the second quarter 2007. Tladityussue was resolved and shipments resumduktaffected
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customers in the third quarter 2007. The year-te-daoss margin was also reduced in the secondeq007 by a
lower of cost or market charge on a portion ofriiteenium-based inventory as the market price tifemium
declined below the original price paid for matesipurchased earlier in the year. The total impathequality issu
(excluding the potential impact of any lost saks)l the lower of cost or market charge was $8.8Bamjlor 1% of
sales, in the first nine months of 2007.

Selling, general and administrative expenses (SG&#gre $27.5 million in the third quarter 2007 conguhto
$26.8 million in the third quarter 2006. Expenseslihed from 13% of sales in the third quarter 260&2% of
sales in the third quarter 2007. For the first mimanths of the year, SG&A expenses totaled $82llfomjor 12% o
sales, in 2007 and $78.0 million, or 14% of s&ale2006.

Incentive compensation expense was approximatefy/iddlion lower in the third quarter 2007 than tihéd
quarter 2006 but $1.8 million higher in the firgt@ months of 2007 than the first nine months d@&@que to
differences in our profitability and the impactaifanges in the market price for our common stockestain
compensation plans. The expense for other shaegtmasnpensation plans, including restricted stockréization
and stock options, increased $0.2 million in thedtijuarter 2007 and $0.8 million in the first nimenths of 2007
over the respective periods in 2006.

Selling and marketing expenses were higher in twtthird quarter and first nine months of 200httze
comparable periods in 2006 in order to supporhibgber level of sales and as a result of our doimesd
international market penetration efforts.

The exchange rate effect on the translation of Biogernational, Inc.’s subsidiaries’ expenses w@s
unfavorable $0.2 million in the third quarter 2087d $0.6 million in the first nine months of 206¥cmpared to
the respective periods in 2006.

Research and development expenses (R&@ye $1.0 million in the third quarter 2007, unched from the
third quarter 2006. For the first nine months @& ylear, R&D expenses increased from $3.0 millioRda6 to
$3.6 million in 2007. Our R&D efforts remain clogelligned with our marketing and manufacturing egiens and
are focused on developing new products and impgppincesses.

Other-net expenséor the third quarter and first nine months of 2@@id 2006 is summarized in the following

table:
Income/(Expense’
Third Quarter Nine Months
Ended Ended

Sept. 28 Sept. 29 Sept. 28 Sept. 29
Millions 2007 2006 2007 2006
Exchange gains (losse $ 02 $ 0z $ (05 $ 1t
Directors deferred compensatic (0.6) 0.3 1.2 (0.7)
Derivative ineffectivenes — (0.3 0.1 0.2
Metal financing fee (0.5 (0.6) (1.9 (1.5
Loss on sale of busine — 0.3 —
Other items (0.9 (0.3 (2.2 (1.5
Total $ 179 $ 123 $ BH % (20

Exchange gains and losses are caused by chanteslnS. dollar’s value relative to the strike pgdn the
maturing hedge contracts and in other currencysaetions. In general, the dollar has been weakieirfirst nine
months of 2007 than it was in the comparable pesiazDO06.

The income or expense on the directors’ deferredpemsation plan is a function of the outstandirayefiin
the plan and the movements in the share price roétogk; the price increased during the third ceraaind first nine
months of both 2007 and 2006.
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Derivative ineffectiveness results from the changeke fair value of an interest rate swap thatsdoot qualify
for hedge accounting treatment. Gains on the sesyltrfrom increases in market interest rates wb#ees are
caused by declines in interest rates.

We are charged a metal financing fee on the valtleeooff-balance sheet precious metal inventohe Tee is
relatively unchanged from the prior year.

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

Other-net expense also includes amortization efigible assets, cash discounts, gains and losgég on
disposal of fixed assets and other non-operatargst

Operating profitwas $16.2 million in the third quarter 2007, an ioyement of $5.6 million over the
$10.6 million profit earned in the third quarteiOB0 For the first nine months of the year, operaprofit improved
$34.8 million, from $30.8 million in 2006 to $65nGillion in 2007. This improvement resulted from thergin
earned on the higher sales offset in part by highagerial costs, the quality issue in the secorattgu2007 and
higher SG&A and other-net expenses.

Interest expensavas $0.3 million in the third quarter 2007 compat@e&1.0 million in the third quarter 2006.
For the first nine months of the year, interestemge was $1.5 million in 2007 and $3.2 million 608. The averag
level of outstanding debt was lower in the thircadar 2007 and first nine months of 2007 than thremgarable
periods in 2006. Interest capitalized in assoamatiith long-term capital projects was immateriathie third quarter
and first nine months of both years.

Income before income taxesas $15.9 million in the third quarter 2007 complaiee $9.7 million in the third
quarter 2006, a $6.2 million, or 65%, improvemémtome before income taxes was $64.1 million infite nine
months of 2007, having grown $36.6 million from theome before income taxes of $27.5 million in fingt nine
months of 2006.

The tax expensgvas calculated by applying a provision of 37.6%imagtahe income before income taxes in the
third quarter of 2007 while a provision of 26.6%sngsed in the third quarter 2006. The effectivertdg was 36.1¢
in the first nine months of 2007 and 29.9% in tingt hine months of 2006. The effects of percent@g@etion,
foreign source income, executive compensationptbduction deduction and other items were the nfajtors for
the difference between the effective and statutatss in the third quarter and first nine month2@d7. The effects
of foreign source income and percentage depletierethe major causes for the difference betweeeffeetive an
statutory rates in the third quarter and first nimenths of 2006. The tax rate was higher in theltquarter and first
nine months of 2007 than the comparable perio@9@6 due to the higher level of taxable incomeda72
differences in foreign tax benefits and other festo

The effective tax rate was increased in the thirdrtgr 2007 over the rate used in the first haB@¥7 mainly
due to the changes in the projected impact of doréaxes. The higher tax rate reduced net inconf0 million,
or $0.01 per share, in the third quarter 2007.

Net incomewas $9.9 million in the third quarter 2007, an ioy@ment of $2.8 million, or 40%, over the net
income of $7.1 million earned in the third qua806. Net income for the first nine months of 20@3&
$41.0 million, $21.7 million higher than the netame of $19.3 million in the first nine months &0B. Diluted
earnings per share were $0.48 in the third qu2Aer and $0.35 in the third quarter 2006, whileted earnings p:
share for the first nine months of the year wer®%1n 2007 and $0.96 in 2006.

Prior to year-end 2006, we aggregated our busiséstetwo reporting segments. The Metal Systenwuer
included Alloy Products, Beryllium Products and feical Materials, Inc. (TMI) and the MicroelectrogiGroup
included Williams Advanced Materials Inc. (WAM) aitectronic Products. Beginning with year-end 2006 ,are
reporting our four largest operating segments sgplyr WAM and its subsidiaries are reported asakabed
Material Technologies and Services. Alloy Produittsluding Brush Resources Inc., is reported asigfig
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Engineered Alloys. Beryllium Products is now knoasBeryllium and Beryllium Composites while TMIreportec
as Engineered Material Systems.

In addition, Brush Ceramic Products Inc., a whollyned subsidiary that previously was part of Elatir
Products, has been merged into the Beryllium Prizdygerating segment and is part of the Berylliund Beryllium
Composites reporting segment. Brush Ceramic Predsié small operation that is under common managewmiith
and has similar operating concerns as Berylliundeets. The remaining portions of Electronic Produdue to
their immateriality and in compliance with the gtitative thresholds of Statement No. 131, are noeiuided in the
All Other column of our segment reporting. The @lher column also includes our parent company esg®rother
corporate charges and the operating results of BeMices, Inc., a wholly owned subsidiary that jles
administrative and financial oversight servicestio other businesses on a cost-plus basis.

With the appointment of our new chief executivaaf in 2006, we believe these changes to our segme
reporting are consistent with how the company isagad. Prior year data has been re-cast to bestentswith the
current year format.

The operating profit within All Other was $1.1 ot lower in the third quarter 2007 than the thgrdarter
2006 while the operating profit for the first nimeonths of the year was $3.1 million higher in 28@8&n in 2006.
The year-to-date improvement was due to loweragtént expenses recorded at the corporate offiegntiome
difference in the directors deferred compensatian petween periods, improved profit contributioonii Zentrix
Technologies Inc. and other factors.

Advanced Material Technologies and Services

Third Quarter Nine Months
Ended Ended
Sept. 28, Sept. 29, Sept. 28, Sept. 29,
Millions 2007 2006 2007 2006
Sales $119.¢ $92.C $384.2 $250.:
Operating Profi $ 12.¢ $6.2 $49.1 $ 24.¢

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 aretigity inorganic materials. Major markets for ta@soducts
include data storage, medical and the wirelessicagrductor, photonic and hybrid sectors of the oetectronics
market. Advanced Material Technologies and Servadss has metal cleaning operations and an in-h@isery
that allows for the reclaim of precious metals fritsnrown or customers’ scrap. Due to the high obgirecious
metal products, we emphasize quality, deliverygrantince and customer service in order to attratnaaintain
applications. This segment has domestic faciliildew York, California and Wisconsin and multigéeilities in
Asia and Europe.

Sales from Advanced Material Technologies and $esvof $119.4 million in the third quarter 2007 @80%
higher than sales of $92.0 million in the third gaa2006. Sales for the first nine months of 260%384.4 million
were 54% higher than sales of $250.3 million inftrst nine months of 2006.

Advanced Material Technologies and Services adjtstelling prices daily to reflect the currenstof the
precious metals (primarily gold, silver, platinumdapalladium) sold. The cost of the metal is gelhesapass-
through to the customer and a margin is generaigtiefabrication efforts irrespective of the typecost of the
metal used in a given application. Therefore, it and mix of metals sold will affect sales but mecessarily the
margins generated by those sales. The prices sé tinetals were higher on average in 2007 whichrimihcreased
sales by $5.2 million in the third quarter 2007 &i&.9 million in the first nine months of 2007 otkee respective
periods in 2006.

The majority of the sales growth for this segmerthie third quarter and first nine months of 20@G&w
generated by ruthenium-based products manufacairéd Brewster, New York facility for media applions
within the data storage market. Both volumes aixkprfor ruthenium products were higher in thet fiige months
of 2007 than in the first nine months of 2006. higher demand as compared to 2006 was fueled bgothignued
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development and deployment of the PMR technolodychvuses layers of ruthenium and other materialsard
disk drives resulting in a significant increaselata storage capacity. The demand for rutheniuneniag improved
in the third quarter 2007 after slowing in the setquarter relative to the first quarter in paré do seasonality of
our customers’ production schedules.

Sales of vapor deposition targets for photonicswineless applications increased in the third cra2007 over
the third quarter 2006 and in the first nine mordh2007 over the first nine months of 2006. Thes®lucts are
manufactured at the Buffalo, New York facility aagbortion of the growth was due to the metal peifect
referenced above. Sales of inorganic materials fddRAC, incorporated, which was acquired in thstfijuarter
2006, and sales of lids from Thin Film Technololpg., which was acquired in the fourth quarter 2008re minor
contributors to the growth in the segmergales for the third quarter and first nine mowtha007. Sales through t
recently created Taiwan operation have also canttibto the sales growth in the first nine month20®7.

We opened a new facility in the Czech Republic iatthe second quarter 2007 that is designed teigeo
shield kit cleaning services to customers in céiitaiope. We are also constructing a new manufexgdacility in
China and expanding capacity at two of our New Yfadilities in order to meet the growing demand/Aaivanced
Material Technologies and Services’ product offgsin

The gross margin on Advanced Material Technologies Services’ sales was $22.1 million (19% of 9ates
the third quarter 2007 and $15.2 million (17% désgin the third quarter 2006. For the first nmenths of the
year, gross margin was $79.9 million in 2007 and.$%nillion in 2006, an improvement of $29.9 miflioThe gros
margin was 21% of sales in the first nine month2ai7 compared to 20% in the comparable perio®062

The higher gross sales volume generated additmmtibution margin in both the third quarter 2G0W the
first nine months of 2007 over the respective pkyim 2006. The change in product mix effect wasfable in the
third quarter 2007 over the third quarter 2006rdfing slightly unfavorable in the first six moatbf 2007.

The previously discussed quality issue and lowerost or market charge of $8.8 million was recordgdinst
the Advanced Material Technologies and Servicemsegin the second quarter 2007 and reduced gragsmas :
percent of sales by 2 points in the first nine rhertf 2007.

The margin benefit from the turnover of the lowestcruthenium inventory originally acquired in 2046
$1.5 million in the third quarter 2007 and $22.9liom for the first nine months of 2007 was alsoorled against
this segment. This benefit will not repeat to #xsent in future periods as the inventory turns asd result of a
change in our pricing practice that now bases é¢fiang price of the ruthenium content of produattdson our
purchase price.

Manufacturing overhead costs were only $1.3 milliggher in the third quarter 2007 and $2.8 milllagher in
the first nine months of 2007 than comparable pisrio 2006 despite the significant increase inssale

Total SG&A, R&D and other-net expenses were $9.ani(8% of sales) in the third quarter 2007 and
$9.0 million (10% of sales) in the third quarteOB0These expenses totaled $30.8 million (8% @fsjah the first
nine months of 2007, an increase of $5.6 milliorrabhe total expense of $25.2 million (10% of spieghe first
nine months of 2006.

The increased expense in the third quarter 2007 tbeethird quarter 2006 was primarily due to higimeentive
accruals based upon the improved profitability enedleased R&D efforts. Selling and marketing exgsrgrew
slightly in the third quarter 2007, but were a miyncause for the increased expenses in the firstmonths of the
year. These expenses grew as a result of our maeketration efforts as well as to support the déidgével of
business. Administrative costs were up slightlytfa year as a result of additional manpower astscassociated
with managing a growing business. Higher incentiompensation accruals contributed to the expermetiyrfor
the first nine months of the year as well.

Operating profit from Advanced Material Technolagand Services was $12.3 million in the third gerart
2007, having grown $6.1 million over the profit®8.2 million earned in the third quarter 2006. fwar first nine
months of the year, operating profit was $49.1iomilin 2007 and $24.8 million in 2006, an improvernef
$24.3 million. Operating profit as a percent oksadlso improved from 10% in the first nine morgh2006 to 13%
in the first nine months of 2007. The increasedipwas generated by the margins earned on thechigdles
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volume and the turnover of the lower cost rutheninwentory offset in part by the quality issue doter of cost or
market charge in the second quarter and highemsgse

Specialty Engineered Alloys

Third Quarter Nine Months
Ended Ended
Sept. 28, Sept. 29, Sept. 28, Sept. 29,
Millions 2007 2006 2007 2006
Sales $74.1 $73.2 $220.( $202.¢
Operating Profi $ 2.€ $ 3.7 $ 9.3 $ 5.€

Specialty Engineered Alloymanufactures and sells three main product families:

Strip products, the larger of the product families, include tgauge precision strip and small diameter rod and
wire. These copper and nickel beryllium alloys pdeva combination of high strength, high condutfivinigh
reliability and formability for use as connectarentacts, switches, relays and shielding. Majorkeisrfor strip
products include telecommunications and computégraotive electronics and appliances;

Bulk productsare copper and nickel-based alloys manufacturetbiie, rod, bar, tube and other customized
forms that, depending upon the application, mayigesuperior strength, corrosion or wear resiganchermal
conductivity. While the majority of bulk producterttain beryllium, a growing portion of bulk prodactales is fror
non-beryllium containing alloys as a result of proddiversification efforts. Applications for buficoducts include
plastic mold tooling, bearings, bushings, weldiads, oil and gas drilling components and telecomnioations
housing equipment; and,

Beryllium hydroxideis produced by Brush Resources Inc., a wholly owsdssidiary, at its milling operations
in Utah from its bertrandite mine and purchasedlbee. The hydroxide is used primarily as a rawarial input in
the manufacture of strip and bulk products andhgyBeryllium and Beryllium Components segment. Exdesales
of hydroxide from the Utah operations totaled $&ilfion in the third quarter and $5.2 million inglirst nine
months of 2007; sales of hydroxide totaled $2.4ionilin the first nine months of 2006, all of whielas shipped in
the third quarter of that year.

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

Sales by Specialty Engineered Alloys of $74.1 wnillin the third quarter 2007 improved $0.9 millmrer sale
of $73.2 million in the third quarter 2006 whildesaof $220.0 million in the first nine months d&f® were 9%
higher than sales of $202.6 million in the first@imonths of 2006. The sales improvement in tis¢ fiine months
of 2007 was primarily due to higher selling prieesl the timing of the hydroxide shipments. Theipgc
improvement resulted from an increased percenthgales subject to the pass-through of the cuivasé metal
(copper and nickel) prices.

Shipment volumes of strip products declined 16%hethird quarter and 12% in the first nine morgh2007
compared to the same periods last year. The majafrthis decline for the first nine months of §ear was in the
lower priced, lower beryllium- containing strip@js. However, the majority of the decline in thedlguarter 2007
shipments was in the higher priced, higher bemyllicontaining alloys. Volumes of rod and wire progdueere also
down slightly in the third quarter 2007 comparedht® third quarter 2006, but shipments for the filee months of
the year were still higher than the previous year.

Bulk product volumes were 5% higher in the thircdudar 2007 than the third quarter 2006 but 2% lowéehe
first nine months of 2007 versus the comparablegen 2006. A portion of the volume growth in ttiérd quarter
was in the lower priced alloys. Demand for bulkdgarots from the industrial components market, inicigd
applications for oil and gas and plastics, improwethe third quarter 2007. Sales of non-beryllicomtaining alloys
for mechanical system applications were a minotrdmutor to the sales increase.

Sales of materials for handset applications froentéhecommunications and computer market contirnoidx
soft in the third quarter particularly in South AsThe demand for materials for infra-structureigopent and
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related applications in the telecommunications @vputer market remained solid. European salesrsadtslightly
in the third quarter 2007 partially due to customeasonal slowdowns. Sales into the Japanese nhanket
remained firm throughout 2007. The growth in newdurcts across various markets and applicationsélagd to
offset the softness in existing applications.

The gross margin on Specialty Engineered Alloyssalas $14.2 million in the third quarter 2007 canep to
$18.0 million in the third quarter 2006. The mardectlined from 25% of sales in the third quarted@6@ 19% of
sales in the third quarter 2007. For the first mmanths of the year, gross margin was $47.8 mi{22% of sales) i
2007 and $46.2 million (23% of sales) in 2006.

The gross margin benefit from the improved pridimghe third quarter 2007 was more than offset tyeo
factors. The change in the product mix from bothpstnd bulk products was unfavorable in the quaN®rgins
also continued to be reduced by yield differencebather operating inefficiencies, although impmests were
made in the third quarter from the second quaf@éi72perating levels. Production levels were loiwehe third
quarter and first nine months of 2007 versus thpeetive periods of 2006 resulting in an increasenabsorbed
costs and lower margins. The change in productafiect was slightly favorable for the first nine ntbs of the yee
while manufacturing overhead costs were highehénfirst nine months of 2007 than the comparabtegdeén 2006
by an immaterial amount.

The cost of copper and nickel is passed on to mete based upon the cost at the time of receighteobrder;
the cost of these materials increased sharply guhie current quarter and will be recovered athers are
shipped. Over time, our selling price and purch@gee are in balance, but timing differences betwie receipt
and actual fulfillment of the order can impact masgn a given period, especially when there igjaicant
movement in prices.

Total SG&A, R&D and other-net expenses of $11.7ianil(16% of sales) in the third quarter 2007 were
$2.6 million lower than the expense of $14.3 milli@0% of sales) in the third quarter 2006. Expstisethe first
nine months of the year totaled $38.6 million i®2@&nd $40.6 million in 2006. Expenses declinethf@d% of
sales in the first nine months of 2006 to 18% ¢ésén the first nine months of 2007.

The lower expenses in both the third quarter arsd fiine months of 2007 compared to the same peAOO!
resulted from a reduction in incentive compensagigpense due to changes in the level of profitgtiélative to th
plan targets. Corporate charges were also low#reicurrent quarter and nine month period than tene a year
ago. Offsetting a portion of the benefits from thé&swver expenses in the third quarter and firse mmonths of the
year was an increase to selling and marketing esgzehoth domestically and internationally, andffeince in
foreign exchange gains and losses.

The operating profit from Specialty Engineered fdlavas $2.6 million in the third quarter 2007 conegbto
$3.7 million in the third quarter 2006. For thesfinine months of the year, operating profit wa8$8illion in 2007
(4% of sales) and $5.6 million (3% of sales) in 200

Beryllium and Beryllium Composites

Third Quarter Nine Months
Ended Ended
Sept. 28, Sept. 29, Sept. 28, Sept. 29,
Millions 2007 2006 2007 2006
Sales $15.2 $13.€ $46.¢ $36.7
Operating Profi $22 $ 1.7 $ 6.8 $ 2.8

Beryllium and Beryllium Compositemanufactures berylliurhased metals and metal matrix composites in
sheet, foil and a variety of customized forms atBEimore, Ohio and Fremont, California faciliti#filese materials
are used in applications that require high stif§nasd/or low density and they tend to be premiuicedrdue to their
unique combination of properties. This Segment alaaufactures beryllia ceramics through our whoikned
subsidiary Brush Ceramic Products in Tucson, Arzddefense and government-related applicationgydimgy
aerospace, is the largest market for Beryllium Bagyllium Composites, while other markets servezide
medical, telecommunications and computer, eleatsfincluding acoustics), optical scanning and rsuatdve.
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Sales by Beryllium and Beryllium Composites wer&.81Imillion in the third quarter 2007, an improverhef
$1.6 million over the third quarter 2006 while saie the first nine months of 2007 of $46.8 milliomproved
$10.1 million (or 28%) over the first nine montHf<2606.

We sell beryllium blanks for the European nuclesmidn project (JET) and various products for thaekm
Webb Space Telescope (JWST). Sales for these tuyegbs and all other sales for the third quarter finst nine
months of 2007 and 2006 for Beryllium and Berylli@@omposites were as follows:

Third Quarter Nine Months
Ended Ended

Sept. 28 Sept. 29 Sept. 28 Sept. 29
Millions 2007 2006 2007 2006
JET $ 0.2 $ 0F $ 2C $ 05
JWST 0.7 1.C 0.8 2.7
All Other 14.2 12.1 44.C 33.t
Total Sales $ 152 $ 13€ $ 468 $ 36.7

Both the JET and JWST projects are nearing congpletnd we do not anticipate significant sales fitree
project in 2008.

Sales for defense applications from the Elmordifaéncreased in both the third quarter and firste months
of 2007 over the comparable periods in 2006 ane: wesponsible for the majority of the improvemenBeryllium
and Beryllium Composite sales. Sales for medicdlindustrial x-ray applications from the Fremontility were
slightly lower in the third quarter 2007 than thed quarter 2006 but were higher in the first ninenths of 2007
than the first nine months of 2006. Sales of bergéramics were down slightly in both the thircagar and first
nine months of 2007 compared to the same periogd806.

The gross margin on Beryllium and Beryllium Compesisales was $5.1 million in the third quarter200
compared to $4.3 million in the third quarter 2006e gross margin also improved from 32% of saiabé third
quarter 2006 to 34% of sales in the third quar@®72 For the first nine months of the year, grossgim was
$16.0 million (34% of sales), in 2007, a $5.6 miflimprovement over the gross margin of $10.4 arili{28% of
sales), in 2006.

The majority of the increase in gross margin indharter and nine month periods resulted from theefits of
the higher sales volume in the current year. Mastufing improvements have also had a minor impadhe
margin growth. Manufacturing overhead spendingii@npower, maintenance, supplies and other items was
$1.0 million higher in the first nine months of Z0than the first nine months of 2006.

SG&A, R&D and other-net expenses for Beryllium &@wtyllium Composites were $2.9 million in the third
quarter 2007 compared to $2.6 million in the thjcchrter 2006. Expenses were 19% of sales in batbdse For the
first nine months of the year, expenses were $31Bm(20% of sales) in 2007 and $7.6 million (2X%esales) in
2006. The increase in expense was due to higheniive compensation accruals, increased sellingrartteting
efforts (including manpower, commission and sanegleenses) and foreign currency exchange losses.

Operating profit for Beryllium and Beryllium Comptes was $2.2 million in the third quarter 2007, an
improvement of $0.5 million over the operating jitrof $1.7 million in the third quarter 2006 whitgerating profit
for the first nine months of 2007 of $6.8 millioragva $4.0 million improvement over the profit of&aillion
generated in the first nine months of 2006. Opegapirofit was 14% of sales in the first nine mor@h2007 and 8¢
of sales in the first nine months of 2006.

Engineered Material Systems

Third Quarter Nine Months
Ended Ended
Sept. 28, Sept. 29, Sept. 28, Sept. 29,
Millions 2007 2006 2007 2006
Sales $18.€ $17.C $52.2 $53.C
Operating Profi $ 17 $ 0.€ $ 3.C $ 3.2
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Engineered Material Systerrincludes clad inlay and overlay metals, precious laase metal electroplated
systems, electron beam welded systems, contoutqutalystems 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, redutiagrtaterial cost to the customer as well as progidiesign
flexibility. Major applications for these produdtslude connectors, contacts and semiconductores larigest
markets for Engineered Material Systems are autemand telecommunications and computer electromibie
the energy and defense and medical electronic risadkier further growth opportunities. Engineeredtbtial
Systems are manufactured at our Lincoln, Rhodadstacility.

Engineered Material Systems’ sales were $18.6anilln the third quarter 2007, a 9% improvement fsates
of $17.0 million in the third quarter 2006. For ffirst nine months of the year, sales were $5218aniin 2007 and
$53.0 million in 2006.

Sales of materials for disk drive applications watreng once again in the third quarter 2007, gngwi
significantly over the year-ago period. The grounlthese sales as well as sales for other new ptsdund
applications, including fuses and switches, haveevf portion of the softness in sales of tradaigproducts from
Engineered Material Systems in the first nine msmththe year. Demand from the automotive elect®market,
which had been soft in the first half of the ya@amproved during the third quarter. A price increaaplemented in
the first quarter 2007 also helped to offset thpdot of a portion of the lower volumes.

The gross margin on Engineered Material Systenisssaas $3.6 million, or 19% of sales, in the thgdarter
2007 and $2.7 million, or 16% of sales, in thedhjuarter 2006. For the first nine months of tharygross margin
was $9.0 million, or 17% of sales, in 2007 and $8ikion, or 18% of sales, in 2006. The contributimargin on th
higher sales was the main cause for the improvemegrbss margins in the third quarter 2007. Maotufang
overhead expenses were unchanged in the thirdegq@007 compared to the third quarter 2006 de#ipiténcrease
level of sales.

The lower margin in the first nine months of 20@7campared to 2006 was due to the lower sales \whm
an unfavorable change in product mix. Sales grevaiious products with a higher material contenicivhin turn,
carry lower contribution margins, while sales fpphcations with higher contribution margins deelihslightly.
Yield and process improvements have helped to atéithese unfavorable margin effects as did thee finicrease
implemented in the first quarter 2007.

Total SG&A, R&D and other-net expenses were $1.Maniin the third quarter 2007, a reduction of
$0.2 million from the third quarter 2007. For thiest nine months of the year, total expenses dd #dllion in 2007
were $0.3 million lower than 2006. There were ndamal differences in the various expense categdye&ween
years.

Operating profit from Engineered Material Systenasw1.7 million in the third quarter 2007 compated
$0.6 million in the third quarter 2006 while foretfirst nine months of the year, operating profitsv$3.0 million in
2007 and $3.2 million in 2006. Operating profit vé® of sales in the first nine months of both 266d 2006.

Legal

One of our subsidiaries, Brush Wellman Inc., iefeddant in proceedings in various state and féderats
brought by plaintiffs alleging that they have caeted chronic beryllium disease or other claima eesult of
exposure to beryllium. Plaintiffs in beryllium casseek recovery under negligence and various el theories
and seek compensatory and punitive damages, in nam®s of an unspecified sum, as well as otherdiesie
Spouses, if any, claim loss of consortium.
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The following table summarizes the associated #gtivith beryllium cases.

Quarter Ended Quarter Ended

Sept 28, 200° June 29, 2007
Total cases pendir 10 10
Total plaintiffs 32 32
Number of claims (plaintiffs) filed during periot@ed 0(0) 0(0)
Number of claims (plaintiffs) settled during perieddec 0(0) 0(0)
Aggregate cost of settlements during period endetafs in thousand: $ 0 % 0
Number of claims (plaintiffs) otherwise dismiss 0(0) 2(20)

Settlement payment and dismissal for a single gesenot occur in the same period.

Additional beryllium claims may arise. Managemeelidves that it has substantial defenses in thesescand
intends to continue to contest the suits vigorausiyployee cases, in which plaintiffs have a highden of proof,
have historically involved relatively small losgesus. Third-party plaintiffs (typically employee$customers or
contractors) face a lower burden of proof than mipleyees or former employees, but these casesaeraly
covered by varying levels of insurance. We recomeglserve for beryllium litigation of $2.2 millias of
September 28, 2007 and $2.1 million as of Decer8lbe006. We recorded a receivable for recoveris our
insurance carriers on insured claims of $2.2 milks of September 28, 2007 and $2.0 million asexfeinber 31,
2006. We reserved an additional $0.4 million ahi®éptember 28, 2007 and December 31, 2006 folversties
related to claims still outstanding as well asmkfor which partial payments have been received.

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 dstmiatigation
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

While we are unable to predict the outcome of tlmeent or future beryllium proceedings, based upamently
known facts and assuming collectibility of insurapae do not believe that resolution of these prdogs will hav
a material adverse effect on our financial conditio cash flow. However, our results of operatioosld be
materially affected by unfavorable results in onenore of these cases. As of September 28, 20@/ptinported
class actions were pending.

Regulatory Matters. Standards for exposure to beryllium are under vewig 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. More stringent standards fffiegt douying
decisions by the users of beryllium-containing cid. If the standards are made more stringentiocustomers
decide to reduce their use of beryllium-contairpngducts, our operating results, liquidity and talpiesources
could be materially adversely affected. The extérihe adverse effect would depend on the natudesatent of the
changes to the standards, the cost and abilityetet the new standards, the extent of any reduttionstomer use
and other factors that cannot be estimated.

Financial Position

Net cash provided from operating activitiegas $25.3 million in the first nine months of 2068¥ net income,
changes in various liabilities and the benefitdepreciation more than offset the increases inwtsaeceivable
and inventory. Cash balances stood at $17.0 midlidhe end of the third quarter 2007, an incred$.3 million
from December 31, 2006 as the cash flow from opmratcoupled with the proceeds from the exercisgtadk
options and the sale of a small business were p$edrily to fund capital expenditures and reduebtdn the first
nine months of 2007.
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Accounts receivablincreased $30.4 million, or 35%, during the firstexmonths of 2007, partially due to the
higher sales in 2007. Sales in the third quart®720ere 11% higher than sales in the fourth qua@66.
Receivables also increased due to a slower avemgetion time, as the days sales outstanding (D&@easure
of the average time to collect receivables, ina@ddsom a very low level as of year end 2006. Atiparof the
increased DSO is due to the higher internatioraiv@bles which tend to take longer to collect.

Accounts written off to bad debt expense and adjasts to the bad debt allowance were $0.3 milliothe
first nine months of 2007, a slight decline frore tomparable period in 2006.

Inventoriestotaled $163.8 million as of the end of the thitdhger 2007, an increase of $11.8 million, or 8%,
during the first nine months of 2007. The majodfythis increase was in Advanced Material Technie®gnd
Services and specifically at the Brewster faciisyruthenium-based inventories grew significardlgupport the
higher sales to the data storage market. The growththenium inventories was due to both highardities and
prices. Inventories also increased within Berylliand Beryllium Composites largely due to the pusehaf
beryllium ingot from the government stockpile latehe second quarter. This material will be usefeadstock
over several quarters. Inventories within Specigltgineered Alloys were lower at the end of thedtiguarter 2007
than at the end of last year as inventory poundBrebel 5%. Inventories at Engineered Material Systalso
declined in the first nine months of 2007.

While the total inventory level has increased,itheentory turnover ratio, a measure of how effitlign
inventory is sold, improved in the third quarte©Z®ver year end 2006.

We use the last in, first out (LIFO) method forwiag a large portion of our domestic inventorieg.48 doing,
the most recent cost of various raw materialspigiclg gold, copper and nickel, is charged to césates in the
current period. The older, and often times lowests are used to value the inventory on hand. Térerecurrent
changes in the cost of raw materials subject td.tR® valuation method may have only a minimal irvipan
changes in the inventory carrying value. Other m& including ruthenium, are not valued using thFO
method. Portions of the ruthenium inventory stream have a long processing time and therefore thesatories
can be susceptible to a lower of cost or marketgehevhen there is a significant reduction in rutheris market
price, as was the case in the second quarter 2007.

Prepaid expensesf $16.3 million as of the end of the third qua2807 were $2.3 million higher than yesmd
2006, as various prepaid balances, including imsiramanufacturing supplies and other items inectdsie to the
higher level of business activity and the timingrayyments.

Capital expendituresor property, plant and equipment totaled $17.8iomlwhile expenditures for mine
development activities totaled $6.8 million in first nine months of 2007. Total capital spendirgezded
depreciation by $6.5 million over the first nine mtlos of the year. Spending within the Advanced Male
Technologies and Services segment totaled $7.8méind included the construction of two facilitegerseas and
the expansion of two domestic facilities as presipunoted. Engineered Material Systems is instglliew
equipment and rearranging the existing equipmeatder to create a new efficient high technologykaaenter.
Specialty Engineered Alloys has various projecdeuway to upgrade and/or replace existing disqietees of
equipment, including various infra-structure prége®rush Resources continued its work on openingva
bertrandite ore mine in Utah; we anticipate theamirll start producing ore in 2008.

Other liabilities and accrued itemef $53.2 million at the end of the third quarte0ZGvere $1.0 million high
than the balance at the beginning of the year. wadsrfor fringe benefits and other miscellaneoyseeses increas
during the first three quarters of 2007. The failue of outstanding derivative contracts, primagilyo hedge
contracts, became more unfavorable as a resuieadécline in the dollar’s value relative to theesain the
outstanding contracts. These increases were paxifdet by a reduction in accrued salaries, péytidue to the
payment of the 2006 accrued incentive compensdtitime first quarter 2007.

Unearned revenue which is a liability representing products invaicto customers but not shipped, was
$2.7 million as of September 28, 2007 comparedt8 illion as of December 31, 2006. Revenue aad th
associated margin will be recognized for thesesaations when the goods ship, title passes amudtedl revenue
recognition criteria are met. Invoicing in advardehe shipment, which is only done in certain ginstances,
allows us to collect cash sooner than we wouldrotise.
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Other lonc-term liabilitieswere $11.8 million as of the end of the third qga&007, an increase of $0.2 milli
from the prior year end. Unearned income, which ligbility account representing reimbursementsenradcontract
with the U.S. government for capitalized costs esded with the construction of a new beryllium macturing
facility, increased $2.1 million in the first thrgearters of 2007. This liability, which will contie to grow as future
reimbursements are received, will be relieved tmine ratably with the depreciation expense oncéattibty is
completed (in three to four years). The long-tewrtipn of certain employee compensation plans dedlin the
first three quarters of 2007 offsetting the majodf the increase in unearned income.

The retirement and post-employment benefits balam@es $59.2 million as of September 28, 2007, ughtiig
from December 31, 2006. This balance representeitgeterm liability under our domestic defined béhpension
plan, the retiree medical plan and other retirenpéants and post-employment obligations. We made. & &illion
contribution to the domestic pension plan in thstfiuarter 2007; we do not anticipate making atdjteonal
contributions to the plan during the fourth qua2@7. The domestic pension plan expense was $8idmin the
first nine months of 2007 (see Note C to the Cddatdd Financial Statements). The liability alsamged during
the quarter as a result of the expense and paymeme under the various other plans.

Total debtof $40.2 million at the end of the third quarte0Z0vas $8.8 million lower than total debt of
$49.0 million at December 31, 2006. Debt increandte first quarter 2007 over the year-end 2006z in order
to finance the growth in accounts receivable anéntories, the payment of the 2006 employee ingenti
compensation and the pension plan contributiohan period. Debt then declined in each of the foify two
quarters as a result of the improved cash flow foprarations and the proceeds from the exercis®ok ®ptions.
Short-term debt includes foreign currency denongéiddbans, a gold denominated loan and short-temmegdtc
borrowings under the revolving credit agreemennd-term debt totaled $9.6 million as of Septem&r2D07, a
decline of $10.7 million from the prior year endheTcurrent portion of long-term debt totaled $0iBiom as of
September 28, 2007. We were in compliance witbfadlur debt covenants as of the end of the thimttgu 2007.

We adopted FASB Interpretation No. 48, “AccountingUncertainties in Income Taxes, an interpretatd
FASB Statement No. 109” (FIN 48) as of JanuarydD72 FIN 48 provides guidance on the financialestent
recognition, measurement, treatment and disclasfuagtax position taken or expected to be takea tax return as
well as the associated interest and penalties. raswdt of adopting FIN 48, we increased our aatineome tax
payable by $1.4 million with the offset recordedaasharge against retained earnings as of Janu2g0Z. Prior
year results were not restated for the adoptidrlldf48. Charges to the income statement in thédiree months o
2007 as a result of FIN 48 were immaterial.

Total shareholders’ equityvas $337.1 million at the end of the third quaR@®@7, an increase of $46.1 million
over the $291.0 million balance at the beginnintghefyear. The primary cause of the increase wagalu
comprehensive income of $36.9 million (see Note Ehe Consolidated Financial Statements). In aalditequity
increased $4.9 million during the first nine montti2007 as a result of the exercise of approxima&e4,000
options to purchase shares of our common stockityEepas also affected by the tax benefits assodiati¢h the
exercise of options, the $1.4 million charge frdma &doption of FIN 48 and other factors.

The balance outstanding under the off-balance giveetous metal consigned inventory arrangemeiedeit
$58.3 million at the end of the third quarter 20@decrease of $5.8 million during the first ninentins of the year
due to lower quantities of metal on-hand offsgbant by higher average prices.

There have been no substantive changes in the synufneontractual obligations under long-term debt
agreements, operating leases and material purcbasmitments as of September 28, 2007 from the grdr2006
totals as disclosed on page 28 of our annual répatiareholders for the period ended Decembe2(Bl15.

Net cash provided from operations was $4.4 milliothe first nine months of 2006 as net incomenges in
various liabilities and the benefits of depreciatinore than offset the increases in accounts rabkvand
inventory. Accounts receivable increased $34.5ionijlor 49%, in the first nine months of 2006, guignarily to the
higher sales volume. The slightly higher DSO alstdbuted to the higher receivable balance. Invges increase
$39.7 million, or 38%, in the first nine months206 in order to support the higher sales volunte. ifiventory
turnover ratio was unchanged. The majority of theentory increase was in the Advanced Material Mietigies
and Services and Specialty Engineered Alloys setgn@apital expenditures totaled $9.7 million in
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the first nine months of 2006 as spending remabeddw the level of depreciation. In addition to 8&7 million of
capital spending, we acquired the stock of CERACoiporated for $26.2 million in the first quarg906. Other
liabilities and accrued items increased $12.1 ariliprimarily due to higher incentive compensatiooraals. Total
debt of $80.5 million as of the end of the thircager was $23.3 million higher than the prior yead, mainly as a
result of funding the CERAC acquisition. We recei®9.4 million for the exercise of approximately26200 stock
options in the first nine months of 2006. Cash heds stood at $11.8 million as of September 296 280 increase
of $1.2 million from December 31, 2005.

We believe funds from operations and the availableowing capacity are adequate to support op&ratin
requirements, capital expenditures, projected penglian contributions, small acquisitions and emwnental
remediation projects. In the first three quartdra@7, our equity has grown $46.1 million whiler alebt has
declined $8.8 million. In addition to the $17.0 inih of cash on hand, we had approximately $95 lianiof
available borrowing capacity under the existingéirof credit as of September 28, 2007.

Critical Accounting Policies

For additional information regarding this and othetical accounting policies, please refer to 8@ to 31 of
our annual report to shareholders for the periatedrDecember 31, 2006.

Market Risk Disclosures

For additional information regarding market risgkgase refer to pages 31 and 32 of our annualtrépor
shareholders for the period ended December 31,.2006

Outlook

The demand from the data storage market for rutinetargets continues to grow due to the indusmygoing
conversion to the PMR technology for hard disk @siand our product qualification efforts at varioustomers. In
September 2007, our Brewster facility shipped amaumber of ruthenium targets. This increasedasehinas put
a strain on capacity and lead times. We have aldovitinue to expand Brewster’s capacity in ortbesatisfy this
higher level of demand; new equipment has beealliadtin 2007 and additional equipment is schedtddae
installed in the first quarter 2008.

The demand from other markets continued to be gteanly in the fourth quarter 2007, including frprtions
of the telecommunications and computer market hadndustrial components market. Sales of diskedairm
materials, while still strong, may decline slighiythe fourth quarter 2007 from the third quaftéxels. Various
defense applications have been delayed, but thmlbdemand from defense remains solid. We are ett®ouraged
by the recent improvement in demand from the autma@lectronics market but are disappointed bystftness in
demand from the cell phone handset market for radgesupplied by our Specialty Engineered Alloysihass.

Margins across our businesses have been steaaptoving. The quality issue that affected Advankbtderial
Technologies and Services’ margins earlier in th&rhas been resolved. We have made some prognessolving
the yield and other operational issues affectinggina from Specialty Engineered Alloys. The pricereases
implemented within the past year as well as changear pricing practices have helped to mitigée impact of
changes in the cost of raw materials over the teng. On the down side, we continue to face stiffepcompetitior
in the market place, particularly against our higiargin generating products.

As of early in the fourth quarter, we are estimgtinat sales in the fourth quarter 2007 will béhia range of
$245.0 to $255.0 million and earnings per sharéheilin the range of $0.50 to $0.60.

Forward-Looking Statements

Portions of the narrative set forth in this docurtbat are not statements of historical or curfaats are
forward-looking statements. Our actual future perfance may materially differ from that contemplagthe

22




Table of Contents

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, whetledined geographically or by segment, with thgama
market segments being telecommunications and ca@npldta storage, aerospace and defense, automotive
electronics, industrial components and applia

« Changes in product mix and the financial conditibcustomers
« Actual sales, operating rates and margins for gda 2007

« Our success in developing and introducing new prtsdand new product ramp up rates, including tieahc
ramp up of the perpendicular media mar

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

« Our success in integrating newly acquired busire:

« 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 avalilgbof materials, tax rates, exchange rates, gmnand

other employee benefit costs, energy costs, regylabmpliance costs, and the cost and availahifity
insurance

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

« Changes in government regulatory requirements lam@énactment of new legislation that impacts our
obligations; ant

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

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

For information about our market risks, pleaserradgages 31 and 32 of our annual report to sloddlers for
the period ended December 31, 2006

Iltem 4. Controls and Procedures

We carried out an evaluation under the superviaimhwith participation of management, including @teef
Executive Officer and Chief Financial Officer, bieteffectiveness of the design and operation ofimalosure
controls and procedures as of September 28, 20@niaot to Rule 13a-15(b) under the Securities Bxgaaict of
1934, as amended. Based upon that evaluation, anagement, including the Chief Executive Officed &hief
Financial Officer, concluded that our disclosuretcols and procedures were effective as of theuaian date.

There have been no changes in our internal cortkas financial reporting identified in connectiaith the
evaluation required by Rule 13a-15 under the StesiiExchange Act of 1934, as amended, that oatalueng the
quarter ended September 28, 2007 that have miyeaffdcted, or are reasonably likely to materiaffect, our
internal control over financial reporting.
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PART Il OTHER INFORMATION

Item 1. Legal Proceedings

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

Beryllium Claims

As of September 28, 2007, our subsidiary, BrushiMéei Inc., was a defendant in ten proceedings fiouga
state and federal courts brought by plaintiffsgifig that they have contracted, or have been platddk of
contracting, chronic beryllium disease or otheglgonditions as a result of exposure to berylligtaintiffs in
beryllium cases seek recovery under negligenceraridus other legal theories and seek compensataihpunitive
damages, in many cases of an unspecified sum. &pofisome plaintiffs claim loss of consortium.

During the third quarter of 2007, the number ofyierm cases remained unchanged at ten cases \ingoB82
plaintiffs) as of June 29, 2007 and as of Septer@BeR007. During the third quarter, in one casediving four
plaintiffs) the court granted the Company’s Motion Summary Judgment; however, the plaintiffs htngeright to
file an appeal. No cases were filed during the guar

The ten pending beryllium cases as of Septembe2@® fall into two categories: eight cases inwodvhon-
employee individual plaintiffs, with 16 individuajand four spouses who have filed claims as patiaf spouse’s
case, and two children who have filed claims a$ @their parens case); and two purported class actions invo
ten named plaintiffs, as discussed more fully bel@laims brought by noamployee plaintiffs (typically employe
of our customers or contractors) are generally @by varying levels of insurance.

The first purported class action is Manuel Maringlev. Brush Wellman Inc., filed in Superior Coof
California, Los Angeles County, case number BC289@5 July 15, 2003. The named plaintiffs are Maherin,
Lisa Marin, Garfield Perry and Susan Perry. Theddéants are Brush Wellman, Appanaitis Enterprises, and
Doe Defendants 1 through 100. A First Amended Caimplvas filed on September 15, 2004, naming five
additional plaintiffs. The five additional namedjpitiffs are Robert Thomas, Darnell White, Leonaoffrion, Jame
Jones and John Kesselring. The plaintiffs allege ey 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 efrtepouses. They have brought claims for negligesirict
liability — design defect, strict liability —failure to warn, fraudulent concealment, breachmyflied warranties, ar
unfair business practices. The plaintiffs seekrnfive relief, medical monitoring, medical and liealare provider
reimbursement, attorneys’ fees and costs, revatafidusiness license, and compensatory and pardtvnages.
Messrs. Marin, Perry, Thomas, White, Joffrion, Joaed Kesselring represent current and past emgdayeBoein
in California; and Ms. Marin and Ms. Perry are sggsl Defendant Appanaitis Enterprises, Inc. wasidiged on
May 5, 2005.

The second purported class action is Gary Anthor§nvall Tube Manufacturing Corporation d/b/a Sritalbe
Products Corporation, Inc., et al. filed in the @af Common Pleas of Philadelphia County, Penrayily, case
number 000525, on September 7, 2006. The caseamas/ed to the U.S. District Court for the Easterstiixt of
Pennsylvania, case number 06-CV-4419, on Octob20@6. The only nhamed plaintiff is Gary Anthony.eTh
defendants are Small Tube Manufacturing Corporatiima Small Tube Products Corporation, Inc.; Adiniietals
Inc.; Tube Methads, Inc.; and Cabot Corporatiore phaintiff purports to sue on behalf of a classwfrent and
former employees of the U.S. Gauge facility in &mWille, Pennsylvania who have ever been expasédryllium
for a period of at least one month while employed &. Gauge. The plaintiff has brought claimsrfegligence.
Plaintiff seeks the establishment of a medical nwoing trust fund, cost of publication of approwguidelines and
procedures for medical screening and monitorinthefclass, attorneys’ fees and expenses. Defeiiddat
Methods, Inc. filed a third-party complaint agaiBstish Wellman Inc. in that action on November2@06. Tube
Methods alleges that Brush supplied beryllioantaining products to U.S. Gauge, and that Tubthbtis worked o
those products, but
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that Brush is liable to Tube Methods for indemrition and contribution. Brush moved to dismissThbe
Methods complaint on December 22, 2006. On Janl&r007, Tube Methods filed an amended third-party
complaint, which Brush moved to dismiss on Jan2#y2007; however, the Court denied the motion on
September 28, 2007.

Other Claims

One of our subsidiaries, Williams Advanced Materialc. (“WAM”), is a party to two patent litigatisrin the
U.S. involving Target Technology Company, LLC ofilre, CA (“Target”). Both actions involve patentsetted to
technology used in the production of DVD-9s, which high storage capacity DVDs. The patents atissacern
certain silver alloys used to make the semi-reiffledayer in DVD-9s, a thin metal film that is afgal to a DVD-9
through a process known as sputtering. The rawmahbtesed in the sputtering process is called getaTarget
alleges that WAM manufactures and sells infringipgttering targets to DVD manufacturers.

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

In the second litigation, Target in September 2fil@d in the U.S. District Court, Central Distriof California
(case no. SAC04-10830C (MLGXx)) a separate action for infringement 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 judgmerttttepatent is valid and infringed by the deferndaa
permanent injunction, damages adequate to compemnaaget for the infringement, treble damages didreeys’
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 ofGeaction is currently scheduled for August 2008.

On April 17, 2003, the Company filed a complainthie Court of Common Pleas for Ottawa County, Obisg
number 03-CVH-089, seeking a declaration of centigints under insurance policies issued by Lloyidsamdon,
certain London Market companies and certain doméssurers, and damages and breach of contracAuguast 30
2006, the court granted Brushhotion for partial summary judgment in its erttird’ he parties then stipulated to
amount of damages and prejudgment interest regdtiim those breaches of contract of approximately
$7.3 million, subject to reduction if an appellatairt modifies or amends the grant of partial sumymadgment.
The defendants’ attempt to appeal on an interloguiasis was denied. The parties agreed sepatately
approximately $0.5 million in damages related &irak not covered by the partial summary judgmet¢iorTrial of
the bad faith claim had been set for December 200fhas been adjourned to January 2008. The daaveayel wa
subsequently increased to $8.8 million as a resuhie defendants stipulating to the attorneyssfieeurred in
pursuing this action.

ltem 5. Other Information

On September 28, 2007, the Company and certais efibsidiaries entered into an Amended and Réstate
Precious Metals Agreement with The Bank of Novatiadgphe “Metals Agreement ”). The Metals Agreement
replaces the Precious Metals Agreement, dated Blath 24, 2005, among the Company, certain dfutssidiaries
and The Bank of Nova Scotia (as assignee of Ba#nadrica Precious Metals, which in turn was the
successor-in-interest to Fleet Precious Metal9,las.such agreement had been previously amerfuedQriginal
Metals Agreement ”). The Metals Agreement provides the Company atthin of its subsidiaries with access to
gold, silver, platinum and palladium, with a maxmavailability of $85 million or the value of 1096 troy ounce
of gold, whichever is less. This availability isaprised of a precious metals consignment facigjoid loan facility,
storage facility and forward contract facility.
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As compared to the Original Metals Agreement, tretdis Agreement provides the Company and certaitis of
subsidiaries with more favorable pricing terms, dbdity to sub-consign precious metals to custanaerd the
flexibility to enter into additional precious metadrrangements with other metals providers up taggnegate
availability, when combined with the availabilitpder the Metals Agreement, of $140 million. If sexly any such
additional precious metals arrangements will bgexitio a collateral agency and intercreditor agrest, pursuant
to which The Bank of Nova Scotia will act as thdlateral agent for itself and the other securedtiores metals
providers.

The Metals Agreement matures on September 30, 20t @hat date may be accelerated if the Comparg do
not extend, refinance or replace its existing secriedit facility with JPMorgan Chase Bank, N.As,administrative
agent, on or before June 30, 2009. The CompangJaadliit will extend, refinance or replace its seoiedit facility
on time and, accordingly, maintain the original unéty date under the Metals Agreement.

The Metals Agreement contains certain customarsesgmtations and warranties. It also containsnaéfiive
and negative covenants that are generally consisiéimthose contained in the Company’s senior icfeadility
which, among other things, limit the Company’s aedain of its subsidiaries’ ability to incur addital
indebtedness, create liens and engage in certaiifisant transactions. In addition, the Metals égment requires
the Company and its consolidated subsidiaries totaia certain leverage and fixed charge coveratjes. The
Metals Agreement contains certain customary eveindefault, including, but not limited to failure tnake require
payments when due, breaches of representationsamanties, failure to observe certain covenantstha
occurrence of certain bankruptcy or insolvency ésen

Iltem 6. Exhibits
(a) Exhibits

4.1 Amended and Restated Precious Metals Agreemeret] Geptember 28, 2007, by and among Brush
Engineered Materials Inc., certain of its subsidmand The Bank of Nova Scotia (filed as Exhiit19%to
the Current Report on Form 8-K filed by the CompanyOctober 2, 2007), incorporated herein by
reference

11  Statement regarding computation of per share egs

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

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

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

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

BRUSH ENGINEERED MATERIALS INC.

/sl John D. Grampa

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

Dated: November 2, 2007
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Exhibit 11

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

Third Quarter Ended Nine Months Ended
Sept 28 Sept 29 Sept 28 Sept 29
2007 2006 2007 2006
Basic:
Average shares outstandi 20,392,000 19,784,000 20,300,000 19,547,00
Net Income $ 9,908,000 $ 7,087,000 $40,961,00 $19,282,00
Per share amoul $ 0.4¢ $ 03¢ $ 20z $ 0.9¢
Diluted:
Average shares outstandi 20,392,000 19,784,000 20,300,00 19,547,00
Dilutive stock securities based on the treasurgkstc
method using average market pr 338,00t 327,00( 436,00( 451,00(
Totals 20,730,000 20,111,000 20,736,00  19,998,00
Net Income $ 9,908,000 $ 7,087,000 $40,961,00 $19,282,00

Per share amoul $ 0.4¢ $ 03¢ $ 1.9¢ $ 0.9¢
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Exhibit 31.1

CERTIFICATIONS

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

Based on my knowledge, this report does notain any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemearid other financial information included in theport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andifie periods presented in this rep

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

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

b) designed such internal control over finahaaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

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

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

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

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

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

/sl Richard J. Hippl
Dated: November 2, 2007 Richard J. Hipple
Chairman, President and Chief Executive Off
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Exhibit 31.

CERTIFICATIONS

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

Based on my knowledge, this report does notain any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemearid other financial information included in theport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

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

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

b) designed such internal control over finahaaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

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

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

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

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

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

/s/ John D. Gramp

Dated: November 2, 20( John D. Gramp
Senior Vice President Finance and
Chief Financial Officel







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 adoptedignir$o Section 906 of the Sarbanes-Oxley Act @2 connection with the filing of the
Quarterly Report on Form 10-Q of Brush Engineereatdvials Inc. (the “Company”) for the quarter en&sgbtember 28, 2007, as filed with
the Securities and Exchange Commission on thelsatof (the “Report”), each of the undersignedceffs of the Company certifies, that, to
such officer’s knowledge:

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

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

Dated: November 2, 2007

/sl Richard J. Hippl

Richard J. Hipple
Chairman of the Board, President and C
Executive Officel

/s/ John D. Gramp

John D. Grampa

Senior Vice President Finance and
Chief Financial Officel




