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Brush Engineered Materials Inc.
17876 St. Clair Avenue
Cleveland, Ohio 44110

Notice of Annual Meeting of Shareholders

The annual meeting of shareholders of Brushirteered Materials Inc. will be held at The For@nge Cleveland Center, 1375 East Ninth
Street, Cleveland, Ohio 44114, on May 2, 2006 &0 a.m., local time, for the following purposes:

(1) To elect three directors, each to serve for a @frthree years and until a successor is electedjaalified;
(2) To approve the Brush Engineered Materials Inc. 2B@gk Incentive Plar
(3) To approve the Brush Engineered Materials Inc. 2006-employee Director Equity Pla

(4) To ratify and approve the selection of E&stoung LLP as independent registered public aatiog firm for Brush Engineered
Materials Inc. for the year 2006; a

(5) To transact any other business that may propenyedoefore the meetin

Shareholders of record as of the close oinless on March 10, 2006 are entitled to noticénefrheeting and to vote at the meeting or any
adjournment or postponement of the meeting.

Michael C. Hasycha
Secretary

March 16, 2006

Important — your proxy is enclosed.

Please sign, date and return your proxy in the aceopanying envelope.
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BRUSH ENGINEERED MATERIALS INC.
17876 St. Clair Avenue
Cleveland, Ohio 44110

PROXY STATEMENT
March 16, 2006

GENERAL INFORMATION

Your Board of Directors is furnishing thisogy statement to you in connection with our scédittan of proxies to be used at our annual
meeting of shareholders to be held on May 2, 2006.

If you sign and return the enclosed proxydcgour shares will be voted as indicated on thd.d&/ithout affecting any vote previously
taken, you may revoke your proxy by delivery toofia new, later dated proxy with respect to theesahmares, or by giving written notice to
us before or at the annual meeting. Your presentteeannual meeting will not, in and of itselfyo&e your proxy.

At the close of business on March 10, 2006 record date for the determination of shareheldatitled to notice of, and to vote at, the
annual meeting, we had outstanding and entitleste 19,292,242 shares of common stock.

Each outstanding share of common stock estits holder to one vote on each matter broudioré¢he meeting. Under Ohio law,
shareholders have cumulative voting rights in fleetn of directors, provided that the shareholgiges not less than 48 hours notice in
writing to the President, any Vice President or$eeretary of Brush Engineered Materials Inc. thatshareholder desires that voting at the
election be cumulative, and provided further thmaanouncement is made upon the convening of tlegimgeinforming shareholders that
notice requesting cumulative voting has been giwethe shareholder. When cumulative voting appkesh share has a number of votes
equal to the number of directors to be elected,aasldareholder may give all of the shareholdergs/¢o one nominee or divide the
shareholdersvotes among as many nominees as he or she sddslégs contrary instructions are received on @®xjiven to us, in the eve
that cumulative voting applies, all votes represdrity the proxies will be divided evenly among ¢hedidates nominated by the Board of
Directors, except that if voting in this manner Wbnot be effective to elect all the nominees,\tbes will be cumulated at the discretion of
the Board of Directors so as to maximize the nunalbéine Board of Directors’ nominees elected.

In addition to the solicitation of proxies the use of the mails, we may solicit the returpmixies in person and by telephone, telecopy or
e-mail. We will request brokerage houses, banksodimel custodians, nominees and fiduciaries to dodvsoliciting material to the beneficial
owners of shares and will reimburse them for tegpenses. We will bear the cost of the solicitatbproxies.

At the annual meeting, the inspectors ofteacappointed for the meeting will tabulate theulés of shareholder voting. Under Ohio law,
our articles of incorporation and our code of ragjohs, properly signed proxies that are markedt&h” or are held in “street name” by
brokers and not voted on one or more of the iteefierb the meeting will, if otherwise voted on adeone item, be counted for purposes of
determining whether a quorum has been achievdtkarinual meeting. Votes withheld in respect ofefleetion of directors will not be
counted in determining the election of directorbstentions and broker namtes in respect of Items 2, 3 and 4 will not besidered as vote
cast for purposes of determining whether thosearsdre approved.
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1. ELECTION OF DIRECTORS

Our articles of incorporation and code ofulagjons provide for three classes of directors sehierms expire in different years. There are
currently nine directors. At the present time iintended that proxies will be voted for the elextof Richard J. Hipple, William B. Lawrence
and William P. Madar. Gordon D. Harnett, Direct@hairman of the Board and Chief Executive Offiders announced his intention to retire
effective at the annual meeting of shareholdeesefiore, Mr. Harnett will not be standing for reelion to the Board of Directors. Instead,
Mr. Richard J. Hipple, President and Chief Opematdfficer, will be standing for election. It is tirgention of the Board of Directors to
appoint Mr. Hipple as Chairman of the Board, Pressicand Chief Executive Officer upon Mr. HarnetBsrement.

Your Board of Directors recommends a vote for thesaominees.

If any of these nominees becomes unavail#tkintended that the proxies will be voted las Board of Directors determines. We have
no reason to believe that any of the nomineeshgillinavailable. The three nominees receiving thatgst number of votes will be elected as
directors of Brush Engineered Materials.

The following table sets forth informationno@rning the nominees and the directors whose tefrofiice will continue after the meeting:

Directors Whose Terms End in 200¢ Current Employment
Richard J. Hipple President and Chief Operating Officer,
Age— 53 Brush Engineered Materials Ir

Mr. Hipple joined Brush Wellman, the Company’s kesgwholly owned subsidiary, in July 2001 and sérag its Vice President of Strip
Products from July 2001 until May 2002, at whiahdihe was appointed to President of Alloy Produntday of 2005, Mr. Hipple was
named President and Chief Operating Officer of Bilaegineered Materials Inc. Prior to joining Brubfy, Hipple was President of LTV
Steel Company, a business unit of the LTV CorporatPrior to running LTV’s steel business, Mr. Hppeld numerous leadership positions
in Engineering, Operations, Strategic Planninge$ahd Marketing and Procurement since 1975 at |

William B. Lawrence Former Executive Vice President,

Director since 2003 General Counsel & Secretary,

Member — Audit Committee and TRW, Inc.

Organization and Compensation Commi (Advanced Technology Products and Servit
Age— 61

Prior to the sale of TRW, Inc. to Northrop Grumn@arporation in December 2002, Mr. Lawrence sense@RW’s Executive Vice
President, General Counsel and Secretary sinced®®Mheld various other executive positions at T&i¢e 1976. Mr. Lawrence also serves
on the Board of Directors of Ferro Corporati

William P. Madar Retired Chairman of the Board

Director since 1988 and Former Chief Executive Officer

Member — Governance Committee and Nordson Corporatio

Organization and Compensation Commi (Industrial Application Equipment Manufacturt
Age — 66

Mr. Madar retired as Chairman of the Board of Nord€orporation effective March 2004. He had beeai@ian since 1997. Prior to that
time, he served as Vice Chairman of Nordson Cotmmrdrom August 1996 until October 1997 and aseCEixecutive Officer from Februa
1986 until October 1997. From February 1986 untigAst 1996, he also served as its President. Béliiector of Nordson Corporation and
Lubrizol Corporation
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Directors Whose Terms End in 2007 Current Employment

Joseph P. Keithley Chairman, Chief Executive Officer and
Director since 1997 President,
Member — Governance Committee, Keithley Instruments, Inc.
Organization and Compensation Committee (Electronic Test and Measurement Products)
and Retirement Plan Review Commit

Age— 57

Mr. Keithley has been Chairman of the Board of Klely Instruments, Inc. since 1991. He has servethésf Executive Officer of Keithley
Instruments, Inc. since November 1993 and as @siékent since May 1994. He is a director of Keitfestruments, Inc. and Nordson
Corporation.

William R. Robertson Consulting Partner,
Director since 1997 Kirtland Capital Partners
Member — Audit Committee, Organization and Comp&ora (Private Equity Investments)

Committee and
Retirement Plan Review Committ
Age— 64

Mr. Robertson has been a Consulting Partner ofdfid Capital Partners since August 2005, priohtd time he was Managing Partner of
Kirtland Capital Partners since September 1997whe President and a director of National City Cosion from October 1995 until July
1997. He also served as Deputy Chairman and atdireCNational City Corporation from August 1988t October 1995. Mr. Robertson is
a member of the Board of Managers of the Prentisméfation and a member of and Vice President oBtsrd of Trustees of the Cleveland
Museum of Art.

John Sherwin, Jr. President,
Director since 1981 (Lead Director 2005) Mid-Continent Ventures, Inc.
Member — Audit Committee, Organization (Venture Capital Company)

and Compensation Committee and
Retirement Plan Review Committ
Age— 67

Mr. Sherwin has been President of Midntinent Ventures, Inc. during the past five yelhs Sherwin is a director of John Carroll Univigy
and an advisor to Shorebank Cleveland, a trust@@eiCleveland Clinic Foundation and Chairman ef@eveland Foundatio

3
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Directors Whose Terms End in 2008 Current Employment

Albert C. Bersticker Retired Chairman and Chief Executive Officer,
Director since 1993 Ferro Corporation
Member — Governance Committee and (Paint, varnishes, lacquers, enamels and
Organization and Compensation Commi allied products

Age—71

Mr. Bersticker had served as Non-executive Chairofadglebay Norton Company from May 2003 until Jary2005. Mr. Bersticker was
Chairman of Ferro Corporation from February 1996 matired in 1999. He served as Chief Executivad®iffof Ferro Corporation from 1991
until January of 1999 and as its President fromB19&il February 1996. He also had served as Sagrelreasurer and a member of the
Board of Directors of St. Jo’'s Medical Center in Jackson, Wyoming until Jan 24195

William G. Pryor Retired President,
Director since 2003 Van Dorn Demag Corporation
Member — Governance Committee, (Plastic Injection Molding Equipment)

Organization and Compensation Committee,
and Retirement Plan Review Commit
Age — 66

Mr. Pryor was President of Van Dorn Demag Corporafiom 1993 and retired in 2002. He had also skagePresident and Chief Executive
Officer of Van Dorn Corporation, predecessor to \Lamrn Demag Corporation. Mr. Pryor served on tharBf Directors of Oglebay Nort
Company from 1997 until January 20!

N. Mohan Reddy, Ph.L Professor
Director since 2000 The Weatherhead School of Management,
Member — Audit Committee and Case Western Reserve University
Organization and Compensation Commi

Age — 52

Dr. Reddy has been a professor at the WeatherrehambSof Management, Case Western Reserve Uniydasithe past five years.
Dr. Reddy is a director of Keithley Instruments;.IDr. Reddy also serves as consultant to firnthénelectronic and semiconductor
industries, primarily in the areas of product aratket developmen
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CORPORATE GOVERNANCE; COMMITTEES OF THE BOARD OF DI RECTORS

We have adopted a Policy Statement on SagamfiCorporate Governance Issues and a Code ofu€bRdlicy in compliance with New
York Stock Exchange and Securities and Exchangen@ission requirements. These materials, along wighcharters of the Audit,
Governance, Organization and Compensation anddredint Plan Review Committees of our Board of Doetwhich also comply with
applicable requirements, are available on our weladiwww.beminc.com, or upon request by any slwddehn to Secretary, Brush Engineered
Materials Inc., 17876 St. Clair Avenue, Clevela@tijo 44110. We also make our reports on Forms [ 10:8Q and 8-K available on our
website, free of charge, as soon as reasonabljigable after these reports are filed with the $iéies and Exchange Commission. Any
amendments or waivers to our Code of Conduct Poioynmittee Charters and Policy Statement on Saif Corporate Governance Issues
will also be made available on our website. Therimfation on our website is not incorporated bynefee into this proxy statement or any of
our periodic reports.

Board Independence

The New York Stock Exchange listing standaedgiire that all listed companies have a majarfitindependent directors. For a directo
be “independent” under the New York Stock Exchaligiing standards, the board of directors of atistompany must affirmatively
determine that the director has no material ratatigp with the company, or its subsidiaries odiats, either directly or as a partner,
shareholder or officer of an organization that &aslationship with the company or its subsidiadesffiliates. Our Board of Directors has
adopted the following standards, which are ideht#hose of the New York Stock Exchange listit@nslards, to assist it in its determination
of director independence; a director will be detiesdnot to be independent under the following circumstances

« The director is, or has been within the last thyears, an employee of the Company, or an immethatdy member is, or has been
within the last three years, an executive officéthe Company

* The director has received, or has an immediatelyjamm@mber who has received, during any 12-montfogdewithin the last three years,
more than $100,000 in direct compensation fromQbmpany, other than director and committee feespandion or other forms of
deferred compensation for prior service (providachscompensation is not contingent in any way aninaed service)

« (a) The director or an immediate family member tuigrent partner of a firm that is the Companytginal or external auditor; (b) the
director is a current employee of such a firm;tk@ director has an immediate family member whe ésirrent employee of such a firm
and who participates in the firm’s audit, assuramctax compliance (but not tax planning) practime(d) the director or an immediate
family member was within the last three years (butto longer) a partner or employee of such a &nd personally worked on the
Compan’s audit within that time

« The director or an immediate family member is, @ been within the last three years, employed a&acutive officer of another
company where any of the Company’s present exexofiicers at the same time serves or served drctimpany’s compensation
committee; ol

« The director is a current employee, or an immedeat@ly member is a current executive officer, afaampany that has made payments
to, or received payments from, the Company for eriypor services in an amount which, in any ofltst three fiscal years, exceeds the
greater of $1,000,000, or two percent of such otbenpan’s consolidated gross revenu

Our Board of Directors has affirmatively detined that each of our directors, other than Marrniétt, who will be retiring effective at the
annual meeting of shareholders, and Mr. Hipple &hbe be elected in 2006), is “independent” witthia meaning of that term as defined in
the New York Stock Exchange listing standards;@n“employee director” within the meaning of thateas defined in Rule
16b-3(b)(3) promulgated under the Securities Exghakct of 1934 (the “Exchange Act”); and an “outsiirector” within the meaning of
that term as defined in the regulations promulgatedker Section 162(m) of the Internal Revenue Gid®86.

5
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Charitable Contributions

Within the last three years, we have madehagitable contributions during any single fiscaayto any charity in which an independent
director serves as an executive officer, of overdgteater of $1 million or 2% of the charity’s colidated gross revenues.

Non-management Directors

Our Policy Statement on Significant Corpor@t®vernance Issues provides that the non-managenemnbers of the Board of Directors
will meet during each regularly scheduled meetifithe Board of Directors. Presently Mr. John Sherw ., is the lead non-management
director.

In addition to the other duties of a direatoder the Corporation’s Board Governance Prinsjdlee Lead Director, in collaboration with
the other independent directors, is responsibledordinating the activities of the independengdiors, and in that role will:

« chair the executive sessions of the independeettdirs at each regularly scheduled mee!
* make recommendations to the Board Chairman regatbmtiming and structuring of Board meetin

* make recommendations to the Board Chairman comggthe agenda for Board meetings, including aliocadf time as well as subject
matter;

« advise the Board Chairman as to the quality, qtyaatid timeliness of the flow of information fromamagement to the Boat
« serve as the independent point of contact for stwdders wishing to communicate with the Board othan through manageme

« along with the Chairman of the Governance Commiiitgerview all Board candidates, and provide tlew&nance Committee with
recommendations on each candid

* maintain close contact with the Chairman of eaahdihg committee and assist in ensuring commumoicatbetween each committee
and the Board

« lead the CEO evaluation proce

* be the ombudsman for the CEO to provide-way communication with the Boar

Board Communication

Shareholders may communicate with the Bo&mirectors as a whole, the lead non-managemeattir or the non-management
directors as a group, by forwarding relevant infation in writing to Lead Director, c/o SecretaryuBh Engineered Materials Inc., 17876 St.
Clair Avenue, Cleveland, Ohio 44110. Any other camination to individual directors or committeestioé Board of Directors may be
similarly addressed to the appropriate recipiesitspur Secretary.

Audit Committee

The Audit Committee held six meetings in 200Be charter of the Audit Committee was previoyslplished as Appendix A of our
Proxy Statement dated March 15, 2004. In Febru@®g2a revised charter for the Audit Committee adgpted and is attached as
Appendix A to this Proxy Statement. Under the néarter, shareholder approval will be required &tention or termination of the
independent registered public accounting firm. Abodit Committee membership consists of Mr. Robertss Chairman and
Messrs. Lawrence, Reddy and Sherwin. Under thetATalinmittee Charter, the Audit Committee’s printifuenctions include assisting our
Board of Directors in fulfilling its oversight respsibilities with respect to:

« the integrity of our financial statements and dnafcial reporting proces

« compliance with ethics policies and legal and otlkegulatory requirement

6
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« our independent registered public accounting’s qualifications and independen
« our systems of internal accounting and financialtics; anc
« the performance of our independent registered paaicounting firm and of our internal audit funatc

We currently do not limit the number of auttimmittees on which our Audit Committee membery sia No member of our Audit
Committee serves on the audit committee of thremane public companies in addition to ours. The il@dmmittee also prepared the Audit
Committee report included under the heading “A@titnmittee Report” in this proxy statement.

Audit Committee Expert, Financial Literacy and Independence

Although our Board of Directors has deterrditteat more than one member of the Audit Committe®the accounting and related
financial management expertise to be an “audit cateenfinancial expert,” as defined by the Secesitand Exchange Commission, it has
named the Audit Committee Chairman, Mr. Robertsarthe named financial expert. Each member of thditACommittee is financially
literate and each member of the Audit Committesas the heightened independence requiremergsdtion 303.01(B)(2)(a) and (3) of the
New York Stock Exchange listing standar

Governance Committee

The Governance Committee held two meetin@dDb. The Governance Committee membership cortdisfis. Bersticker, as Chairman
and Messrs. Keithley, Madar and Pryor. All the menskare independent in accordance with the New '8tokk Exchange listing
requirements. Its principal functions include:

« evaluation of candidates for board membershiputiolg any nominations of qualified candidates sutadiin writing by shareholders
to our Secretary

» making recommendations to the full Board of Diresteegarding directo’ compensation
» making recommendations to the full Board of Diresteegarding governance matters; .

« overseeing the evaluation of the Board and manageafiche Company

Nomination of Director Candidates

The Governance Committee will consider caatdis recommended by shareholders for nominatialirestors of Brush Engineered
Materials. Any shareholder desiring to submit adidate for consideration by the Governance Commiteould send the name of the
proposed candidate, together with biographical dathbackground information concerning the candidatthe Governance Committee,

c/o our Secretary. The Governance Committee didetdive any recommendation for a candidate fraaaseholder or shareholder group as
of March 10, 2006.

In recommending candidates to the Board oé®@ors for nomination as directors, the Governaommittee’s charter requires it to
consider such factors as it deems appropriatejstens with our Policy Statement on Significant @anate Governance Issues. Such factors
should include judgment, skills, diversity, intagriage, experience with comparable businessedntiglay of the candidate’s experience
with the experience of other Board members anexent to which the candidate would be a desirabi#tion to the Board of Directors and
any committees of the Board. The Governance Coraaidttevaluation of candidates recommended by sblaleds does not differ materially
from its evaluation of candidates recommended fotiner sources.

A shareholder of record entitled to vote finedection of directors who timely complies witlkethrocedures set forth in our code of
regulations and with all applicable requirementthef Exchange Act and the rules and regulationgtimeler, may also directly nominate
individuals for election as directors at a
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shareholders’ meeting. Copies of our code of rdgura are available by a request addressed toexrefary.

Organization and Compensation Committee

The Organization and Compensation Commitede five meetings in 2005. Its membership congiétglr. Sherwin, as Chairman, and
Messrs. Bersticker, Keithley, Lawrence, Madar, Prireddy and Robertson. Its principal functiondude:

* reviewing executive compensatic

« taking action where appropriate or making recomnaénds to the full Board of Directors with respezexecutive compensatio

« recommending the adoption of executive benefitgl

« granting stock options and other awards;

« reviewing and recommending actions to the full Bioair Directors on matters relating to managemeatession, retention and
development and changes in organization struc

Retirement Plan Review Committee

The Retirement Plan Review Committee held twetings in 2005. Its membership consists of Muitiidey as Chairman, and
Messrs. Pryor, Robertson and Sherwin. Its prindipattions include:

« reviewing defined benefit pension plans as to curaed future costs, funded position, and actuanal accounting assumptions used in
determining benefit obligation

« establishing and reviewing policies and stratefpeshe investment of defined benefit pension @asets; an

« reviewing investment options offered under emplaoy@éngs plans and the performance of those invagtoptions

Board Attendance

Our Board of Directors held six meetings @032. All of the directors attended at least 75%hefBoard and assigned committee meetings
during 2005. Our policy is that directors are expddo attend all meetings, including the annuagting of shareholders. All of our directors
attended last year’s annual meeting of sharehaolders

DIRECTOR COMPENSATION

Cash Compensation

Effective May 2, 2006 each director who i$ ao officer of Brush Engineered Materials will @@ an annual retainer fee of $45,000 for
each calendar year. The Chairman of each committeet an officer, will receive an additional $8@on an annual basis and the Chairman
of the Audit Committee will receive an additiondld5000 annually. In addition, the Lead Directorl wgiceive an additional $15,000. Each
audit committee member, except for the Chairmah receive an additional $5,000.

Deferral of Compensation

Brush Engineered Materials established aDeferred Compensation Plan for Non-employee Dimscine “2005 DDC Plan™as a resul
of the Jobs Creation Act of 2004. The 2005 DDC Rlavides each non-employee director the oppostunitefer receipt of all or a portion
of the compensation payable for his services daseatdr. Brush Engineered Materials, in turn, tfarsan amount equal to the reduction in
compensation to a trust, which is invested excklgiin our common stock.

8
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The previous Deferred Compensation Plan fan-Employee Directors (the “1992 DDC Plamias amended, effective January 1, 200
terminate future contributions. The amendment algninated provisions that previously permittedirector to receive an early distribution
subject to a penalty. The investment choices utide1992 DDC Plan included our common stock anaéawnof other investment choices
approved by the Administrative Committee. Uponiaitey age 55, a director is still permitted todieect the investment of his account am:
any of those choices.

Under the 1992 DDC Plan and the 2005 DDC ,Rilanctors elected to receive an aggregate of $673and $177,334 for 2004 and 2005,
respectively, worth of Brush Engineered Materiatinmon stock on a deferred basis.

Equity Compensation

The 1997 Stock Incentive Plan for Non-empéidérectors provides newly elected directors wittna-time grant of a nonqualified option
to purchase 5,000 shares of Company common stdek amarket value at the date of grant. In additithis plan provides for an automatic
grant of 500 deferred shares of common stock th elgible director on the business day followihg fitnnual meeting of shareholders.
During 2005, eight directors were credited with 30@res each of our common stock. Subject to sblethapproval of the 2006 Non-
employee Directors’ Equity Plan, effective May P0B each new director will receive a one-time awarfi100,000 worth of our common
stock.

Under the 1997 Stock Incentive Plan for Namp®yee Directors each non-employee director reseilie grant of an option to purchase
up to 2,000 shares of Brush Engineered Materialsiraon stock annually. In 2005, eight directors inga stock option grants for
2,000 shares of common stock each at an exerdseqfr$14.59. Subject to shareholder approvahef2006 Non-employee Director Equity
Plan, effective May 2, 2006 each director will igeeannually $45,000 in restricted stock units vahigll be paid out in common shares at
end of a one-year restriction period unless thégiaant elects to be paid in deferred stock units.

Subject to shareholder approval, the 2006-dlaployee Director Equity Plan will replace the IZ8tock Incentive Plan for Non-
employee Directors and the 2005 DDC Plan.

BENEFICIAL OWNERSHIP TABLE

The following table sets forth, as of Marcl2006, information with respect to the beneficaiership of Brush Engineered Materials’
common stock by each person known by Brush Engatellaterials’ to be the beneficial owner of moranttb% of the common stock, by
each present director of Brush Engineered Mateitigiexecutive officers of Brush Engineered Malsrénd by all directors and executive
officers of Brush Engineered Materials as a gralgess otherwise indicated in the note to thiseatile shareholders listed in the table have
sole voting and investment power with respect treh beneficially owned by them. Shares that dvgestito stock options that may be
exercised within 60 days of March 1, 2006 are oifld
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in the number of shares shown and in computingéreentage of Brush Engineered Materials’ commockshbeneficially owned by the
person who owns those options.

Number of Percent
Shares of Class
Non-Officer Directors
Albert C. Bersticke 35,2811)(2) *
Joseph P. Keithle 24,9031)(2) *
William B. Lawrence 10,0001)(2) *
William P. Madar 37,1891)(2) *
William G. Pryor 10,0001)(2) *
N. Mohan Redd 33,0271)(2) *
William R. Robertsor 33,7061)(2)(3) *
John Sherwin, Jr 29,4061)(2)(4) *
Named Executive Officers
Gordon D. Harnet 366,9621) 1.8%
Richard J. Hipple 36,9001) *
John D. Gramp 93,8841) *
Daniel A. Skoct 112,9951) *
All directors and executive officers as a grouglfiding the Named Executive Officers)
(12 persons 824,2535) 4.1%

Other Persons
Tontine Partners, LP

55 Railroad Ave., 3rd Floor

Greenwich, C1 1,897,0006) 9.5%
Dimensional Fund Advisors

1299 Ocean Avenue

Santa Monica, Californi 1,618,3117) 8.1%
Wellington Management Company, LLP

75 State Street, 19th Floor

Boston, MA 1,195,8008) 6.C%
Wells Capital Management Inc.

5335 Meadows Road, Suite 290

Portland, OF 1,177,1129) 5.¢%

* Less than 1% of common stoc

(1) Includes shares covered by outstanding optionsesadle within 60 days as follows: Mr. Harnett 381); Mr. Hipple 36,900;
Mr. Grampa 87,000 and Mr. Skoch 108,000; 9,00@&xh of Messrs. Lawrence and Pryor; 10,000 for ech
Messrs. Bersticker, Madar and Sherwin and 15,00@doh of Messrs. Keithley, Reddy and Robertsogso Aicludes 2,000
restricted shares each granted to Mr. Grampa an@kérch in 2004 pursuant to the 1995 Stock Incerfilan, as amended,
which are subject to forfeiture if Mr. Grampa and. 8koch are not continuously employed in theirent capacities for a
period of three years ending on February 3, 20@/Cetember 7, 2007, respective

(2) Includes deferred shares under the 1992 and 20&51@é Compensation Plan for Non-Employee Directord the 1997 Stock
Incentive Plan for Non-Employee Directors as fokowir. Bersticker 11,153; Mr. Keithley 9,903; Mrawrence 1,000;
Mr. Madar 25,989; Mr. Pryor 1,000; Mr. Reddy 18,0RH#. Robertson 8,206 and Mr. Sherwin 7,1

(3)  Includes 500 shares owned by Mr. Rober's wife of which Mr. Robertson disclaims benefi@alnership.

(4)  Includes 1,429 shares owned by Mr. She’s children of which Mr. Sherwin disclaims benefi@anership.
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(5) Includes 657,400 shares subject to outstandingmptield by officers and directors and exercisalitlein 60 days

(6)  According to a Schedule 13G filed with the Secesitand Exchange Commission on February 3, 2008,2scember 31,
2005, Jeffrey Gendell had shared voting and shaisgmbsitive power with respect to 1,897,000 she

(7)  Dimensional Fund Advisors, an investment advisexdoordance with Section 240.13d-1(b)(1)(ii)(Epoged on a Schedule
13G filed with the Securities and Exchange Comnaissin February 6, 2006, that as of December 315,20B8ad sole voting
and dispositive voting power with respect to 1,818,shares. Dimensional possesses voting and dispgsower by virtue of
its role as investment adviser to four investmemhganies registered under the Investment Compahpf&940 and as
investment manager for commingled group trustssapdirate accounts. The shares over which Dimens®aecises voting
and dispositive power are owned by the four investntompanies and other group trusts and separederts and
Dimensional disclaims ownership of these she

(8) Wellington Capital Management, an investment advis@ccordance with Section 240.13d-1(b)(1)(ii)(EEported on a
Schedule 13G filed with the Securities and Exchadgemission on February 14, 2006, that as of Deeer@b, 2005, it had
shared voting and shared dispositive voting pow#r respect to 1,195,800 shar

(9) Wells Capital Management Incorporated, an investradwiser in accordance with Section 240.13@)(1)(ii)(E), reported on
Schedule 13G filed with the Securities and Exchabgmmission on March 6, 2006, that as of DecembeB05, it had sole
voting and dispositive voting power with respeciLtb77,112 share

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requirasdinectors and officers and persons who own 10%are of our common stock to file
reports of ownership and changes in ownership smE@&, 4 and 5 with the Securities and Exchanger@ission. Directors, officers and 1(
or greater shareholders are required by SecudtidsExchange Commission regulations to furnishitis @opies of all Forms 3, 4 and 5 they
file.

Based solely on our review of copies of fothest we have received, and written representatigrsur directors, officers and 10% or
greater shareholders, all of our directors, officand 10% or greater shareholders complied witfilial requirements applicable to them w
respect to transactions in our equity securitietndithe fiscal year ended December 31, 2005.
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SUMMARY COMPENSATION TABLE
The following table sets forth the before-taxmpensation for the years shown for Mr. Harnedt tae remaining executive officers.

Annual Compensation(1) Long-term
Compensation Awards
Bonus ($) Restricted Securities
Stock Underlying LTIP All Other
Salary Annual Special Total Awards Options Payouts Compensation
Name and Principal Position Year ($)(2 Incentive(3) Award(4) Bonus ($)(5) #) ($)(6) 3B
+ =

Gordon D. Harnet 200t  623,69: — 597,42t 597,42! — 55,00( — 89,92¢

Chairman of the Boar 2004 608,24 738,5242) 597,42¢ 1,335,94! — 35,00 658,12! 35,76

and Chief Executiv: 200z 590,40( 313,44((2) 597,42¢ 910,86! — 28,50(  601,08¢ 9,55¢
Officer

Richard J. Hipple 200t 295,84 — — — — 18,00( — 23,29¢

President and Chi¢ 2004 239,13t 190,76¢ — 190,76¢ — 9,00( 80,04( 16,00(

Operating Officel 200z  232,12¢ 59,57: — 59,57 — 8,00( 62,79( 12,00(

John D. Gramp 200t 279,06° — 38,311 38,31 — 15,00( — 27,19¢

Vice President Financ 2004 249,54: 237,47t 41,19¢ 278,67 34,15( 15,00C  180,00( 12,12(

and Chief Financie 2005 242,21t 93,44 — 93,44 — 15,00C  164,40( 1,06t
Officer

Daniel A. Skocl 200t 279,80t — 79,544 79,544 — 15,00( — 38,31:

Senior Vice Presidet 2004 268,26( 255,29(2) 85,531 340,82 36,86( 15,00C  193,50( 21,107

Administration 200z 260,38: 100,4542) 85,531 185,98t — 15,00C 176,76( 4,37

(1) The column entitlei“Other Annual Compensati” to this table has been omitted because no compemnseds reportable thereund

(2) Salary for 2005 includes compensation the atvee elected to replace with mutual funds under@ompany’s Executive Deferred Compensation Plan Il
(EDCP II) as follows: Mr. Harnett $143,448; Mr. ke $0; Mr. Grampa $0 and Mr. Skoch !

All Other Compensation for 2005 includes a contiitruto the EDCP 1l as follows: Mr. Harnett $54,3Mr. Hipple $10,699, Mr. Grampa $14,596 and
Mr. Skoch $15,558.

Salary and Bonus for 2004 and 2003 includes congtiemsthe executive elected to replace with optiongurchase property other than Brush Engineered
Materials’ securities under our Key Employee Shaption Plan as follows: Mr. Harnett $79,066 and,828; Mr. Hipple $0 and $0; Mr. Grampa $0 and $0;
and Mr. Skoch $20,427 and $5,481.

All Other Compensation for 2004 and 2003 includasants in connection with options to purchase priypather than Brush Engineered Materials’
securities under our Key Employee Share Option Béafollows: Mr. Harnett $19,767 and $6,558; Mmpple $0 and $0; Mr. Grampa $0 and $0; and
Mr. Skoch $5,106 and $1,370.

The Key Employee Share Option Plan provides foioogtcovering property with an initial value eqtmthe amount of compensation they replace, divided
by 75%, and with an exercise price equal to thieifice between that amount and the amount of cesagien replaced. Thus, the executive may recéive t
increase or decrease in market value of the estirgunt of the property covered by the option, idirig the exercise price. Due to The Jobs CreatictroA
2004, the plan was frozen effective December 30420

(3) The annual performance compensation plan gesvior single-sum cash payments that are basadhdeving pre-established financial objectives and
other qualitative performance factors. See CompgeEms&ommittee Report on Executive Compensatiopage 14 under the category of “Annual
Performance Compensati”

(4) In 2002, we discontinued the SupplementalrBetent Benefit Plan for Mr. Harnett and Mr. Skocld & 2004 for Mr. Grampa in exchange for amounts
paid in settlement of our obligation. In 2005, ieul of a supplemental plan and in order to retaiprapetitive position in the marketplace, the Cottee
exercised its discretion to authorize a specialrdwecluded under the Special Award column for Besus category for 2005 for Mr. Harnett of
$597,425, Mr. Skoch $79,544 and Mr. Grampa $38,3&&. Compensation Committee Report on Executivep@asation on page 15 under the cate:
of “Special Awarc”’

(5) 2,000 shares of special restricted stock war@rded to Mr. Grampa on February 2, 2004 and 20886es were awarded to Mr. Skoch on December 7,
2004. Shares are subject to forfeiture if theseetiees are not continuously employed in their entrcapacities for a three-year period from the dét
grant.

(6) Payout in 2004 was a cash award based on-ggaoperformance period measured by improvemetiertorporation’s operating profit from January 1,
2003 through December 31, 2004. See Compensatiomiiitee Report on Executive Compensation on pageil®r the category of “Long-Term
Incentives”

(7) In accordance with the transition rules urdégrnal Revenue Code Section 409A, options totmse property other than Brush Engineered Matérials
securities that did not become exercisable pri@0@5 under the Brush Engineered Materials Inc. Eeyloyee Share Option Plan (the “KESOP”) and
corresponding deferrals under the KESOP were cleacdtach participant who had such KESOP optionisdafierrals cancelled received payment in the
amount of the cancelled deferrals. The amountsvedeare as follows: Mr. Harnett $23,018 and Mro&k $10,154

(8) Except as noted in (2) and (7), amounts inGther Compensation consist of Company matchingribartions to the Brush Engineered Materials Inc.
Savings and Investment Pl¢
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OPTION EXERCISES IN LAST FISCAL YEAR

The following table provides information albstock options exercised by the executive offisein® are included in the Summary
Compensation Table and the value of each offiagresxercised options at December 31, 2005:

Number of Number of Securities Value of Unexercised
Shares Underlying Unexercised In-the-Money Options
Acquired Value Options at December 31, 2005 at December 31, 2005,
Name on Exercise Realized Exercisable/Unexercisable Exercisable/Unexercisable
Gordon D. Harnet — — 332,500/ $ 470,995/
Richard J. Hipple — — 34,600/3,90 $74,580/35,74
John D. Gramp — — 87,000/( $ 218,760/
Daniel A. Skoct — — 108,000/ $ 222,995/

OPTION GRANTS IN LAST FISCAL YEAR

The following table provides information albstock option grants during 2005 to the execubiffieers who are included in the Summary
Compensation Table. There was one grant of optmiMessrs. Harnett, Grampa and Skoch and there wergrants to Mr. Hipple during
2005.

Individual Grants Potential Realizable
Value at Assumed
Number of % of Total Annual Rates of Stock
Securities Options Exercise Price Appreciation for
Underlying Granted to or Base Option Term
Options Employees in Price Expiration
Name Granted Fiscal Year ($/Sh) Date 5% ($) 10% ($)
Gordon D. Harnet 55,00( 34.7i $17.6¢ 2/8/201" $611,53 $1,549,75!
Richard J. Hipple 10,00( 6.32 $17.6¢ 2/8/201" $111,18¢ $ 281,77
8,00( 5.0€ $14.1( 4/29/201'  $ 70,93¢ $ 179,77
John D. Gramp 15,00( 9.4¢ $17.6¢ 2/8/201" $166,78: $ 422,66:
Daniel A. Skoct 15,00( 9.4¢ $17.6¢ 2/8/201" $166,78: $ 422,66:

LONG-TERM INCENTIVE PLANS — AWARDS IN LAST FISCALY EAR

No performance restricted shares or perfomraaares were awarded during 2005 pursuant tba®& Stock Incentive Plan, as amended.

EQUITY COMPENSATION PLAN INFORMATION

The following table provides certain aggregiinformation relating to our equity compensatitens (including individual compensation
plans, if any) as of December 31, 2005:

Number of Securities

Weighted-Average Remaining Available for
Number of Securities to be Exercise Future Issuance Under
Issued Upon Exercise o Price of Outstanding Equity Compensation Plans
Outstanding Options, Options, Warrants and (Excluding Securities
Warrants and Rights Rights Reflected in Column (a))
Plan Category &) (b) (©
Equity Compensation Plans Appro»
by Security Holder: 1,508,26! $16.2¢ 95,46(
Equity compensation Plans Not
Approved by Security Holde! 0 0 0
Total 1,508,26I $16.2¢ 95,46(
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSA TION

The Organization and Compensation CommitfeeeoBoard of Directors is composed of all thegpdndent, non-employee directors of
the Board. The Committee is responsible for devatppnd making policy recommendations to the Bauitt respect to our executive
compensation. In addition, the Committee, purstmauthority delegated by the Board, determinearoannual basis the compensation to be
paid to the Chief Executive Officer, elected exaaubfficers and certain other senior managemesitipos.

The Committee has the sole authority to nedaid terminate compensation consultants to dsdisé evaluation of executive
compensation and the sole authority to approvéetse and other retention terms of such compensetingultants. In 2004, the Committee
retained the services of a compensation consulhotconducted a thorough executive total compemsatnalysis. The analysis included a
market survey of base salary, annual performanggeasation, and long-term incentives and the recemdiations were acted upon in 2005.

Compensation Philosophy — Pay for Performance

The Committee’s compensation philosophy ietmgnize superior results with superior monetawards. Where results are below
expectations, pay will directly reflect the lessutitargeted performance. The Committee seeks totanaia balance between cash and stock
compensation, and provide a significant portiototdl compensation at risk tied to annual and lterg: financial performance of our
Company as well as the creation of shareholdervalu

Total Compensation Strategy

The executive compensation strategy is tacttind retain qualified executives and to proagdpropriate incentives to achieve the long-
term success of the Company and to enhance shdeehallue over the long term. We employ a total gensation strategy, taking into
consideration base pay, annual performance compensad long-term incentives. Base salary is galheestablished at competitive levels,
and greater weight is put on the performance-drp@tions of the compensation package.

As part of the total compensation stratelgg, Gommittee has given consideration to the ineckastention and motivational issues caused
by the challenging and controversial regulatoryéssand legal disputes we have faced.

Base Salary

Base salaries are established by the Comaiiieed on an executiggbb responsibilities, level of experience, indival performance ai
contribution to the business. As noted above, B¥26he Committee’s compensation consultant corduatmarket survey of comparative
companies selected on the basis of similar sizeefisas companies in the metals industry and génesaufacturing. Although the
comparative companies may be included within thodke proxy statement performance graph, all #réopmance graph index companies
were not surveyed because of their large numbenary of them are not comparable to us. Based®suhvey information, the Committee
targeted the median (50th percentile) for purpasdmse salary, and in 2005 certain key employesre granted salary increases consistent
with the survey. The Chief Executive Officer, whasdary was above the median market level in tineesy received no increase to his ani
base salary in 2005.

Annual Performance Compensation

A Management Performance Compensation Plaviges for annual, single-sum cash payments tlabased on achieving preestablished
financial objectives and qualitative performancetdes. Qualitative factors include performance agiatertain strategic measures that reflect
individual contributions for the year.

An annual performance compensation targebadppity is established for each executive by ten@ittee based on job responsibilities,
level of experience, overall business performameeinadividual contribution to the business, as vasllanalysis of competitive industry
practice, i.e., the aforementioned Committee corsgon consultant analysis. The Chief Executivad®ffis measured primarily on a
preestablished financial objective and to a limiggtent on qualitative performance factors. In 2008 Chief Executive Officer was not
awarded any annual performance compensation diegereestablished financial objective (growth iemging profit) was not achieved.
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Long-term Incentives

Long-term Incentive Plans. In 2004, the Committee established a three-yedr icegntive plan with management objectives based o
financial measures (cumulative operating profitvma performance period from January 1, 2004 thndiigcember 31, 2006. The incentive
opportunity varies according to the level of a jgpant’'s organizational responsibility. The Chiefecutive Officer can attain 150% of his
base pay as in effect on January 1, 2004, for sictgehe targeted objective, and 225% for exceettiegnaximum objective. The other
participants have a lesser opportunity ranging fd¥ to 100% at target and 60% to 150% at maximAsra one-time retention feature, the
Committee set separate growth-in-operating-prafiéts for two and three years. The targets reaghtbe end of the second year,
December 31, 2005, would provide a two-thirds awelnéch would be “banked” but paid only at the carsibn of the three-year performance
period and only if employment continues throughpgbegormance period, excepting disability, deathetirement. The Chief Executive
Officer earned a “banked” award of $903,825 fof@enance through 2005, which is not payable urilye2007 at the conclusion of the
three year performance period. Other participaatsvarious “banked” awards dependent upon the way-gerformance of their business.

In 2005, the Committee established an ovpitapthree-year incentive plan using performanaesh (as defined under the Corporation’s
1995 Stock Incentive Plan) with management objestivased on financial measures (cumulative opgrptifit) with a performance period
from January 1, 2005 through December 31, 2007.iddentive opportunity varies according to the lexfea participant’s organizational
responsibility. The Chief Executive Officer was igied 35,277 performance shares, which was equivalel®0% of his base salary as in
effect on January 1, 2005. These shares can becfmnachieving the targeted objective, and 52 @drformance shares, equivalent to 150%
of base salary, can be earned for exceeding thémax objective. Other participants have a less@odpnity ranging from 10% to 60% of
base salary at target and 15% to 90% of base satiamaximum.

Sock Options. Stock options are typically granted annually tocesteves and other selected employees whose cotitiitsuand skills are
important in the long-term success of the Compahg. options are granted with the exercise pricakmuthe market price of the Compasy’
stock on the day of grant, vest over a period ofoufpur years and expire after ten years.

In 2005, a total of 13 selected employeesvesvarded options. The overall number of optiomeshgranted was 0.82% of total shares
outstanding.

The Committee established a range of potiempidon awards for the Chief Executive Officer ahd other executive officers. The specific
number of stock options granted to an executivededsrmined by the Committee based upon the indalig level of responsibility,
recommendations by management, and a subjectigenedt by the Committee of the executive’s contidouto the performance of the
Company. The number of options currently held byhezxecutive was not taken into consideration.dd5s) the Committee granted the Chief
Executive Officer a stock option covering 55,00argls of our common stock.

Special Award

In 2002 we discontinued our Supplementalri@etent Benefit Plan for the Chief Executive Offiesrwell as a few other participants in
exchange for amounts paid in settlement of the Gay|g obligation. As a result, their retirement éfinis limited to the amount provided by
the qualified pension plan.

In 2005, in lieu of a supplemental plan amaider to retain a competitive position in the ke#iplace, the Committee exercised its
discretion to authorize special awards to the Chiafcutive Officer and the other former particigarithe Chief Executive Officer was
awarded $597,425. Although we are not obligateceuady supplemental plan or otherwise to make anciward, the Committee
determined to authorize payment of an actuariaijveédd amount based upon the objective of providipgesent value benefit equivalent to
what would have been accrued under the former supgital plan taking into account prior amounts plaid anticipated that the Committee
may exercise its discretion to make similar awamdsiture years, as appropriate to our circumstance

Additional considerations in so structurihg t'special award” are as follows:

« the calculation used for estimating an equivalerihé pension plan uses the same benefit formuiar @y other salaried employee ¢
included only income above the statutory compeaosdiinit, taking into account in the case of theetlxecutive Officer all prior
service for which credit woul

15




Table of Contents

have been recognized under the former suppleingata Prior service for the Chief Executive Officconsists of service with the
Company and 14 years of service with his formerleygy as agreed upon at his time of hire by the gamy;

« the payment is fully taxable as ordinary incoméhmrecipient
* no part of the special award is for deferred corspéan;
« there are no guarantees on the assumed rate oigetuthe individual once the special award hanhmid; anc

« the Company no longer accrues a future benefitobalance sheet as it had under its prior Suppia@hBRetirement Plai

Deferred Compensation

In 2004, the Committee established “Execudederred Compensation Plan 11", which providesoaportunity for deferral of
compensation as well as nonelective deferred cosgtiem in an amount equal to 3 percent of annuzg&xcompensation (above the
qualified plan limit) for lost defined contributigsian match opportunity. The Chief Executive Officeceived $54,310 as nonelective
deferred compensation in 2005.

Deductibility of Compensation in Excess of $1 Milbn a Year

Section 162(m) of the U.S. Internal Revenodeof 1986 limits deductibility of compensationeircess of $1 million paid to our Chief
Executive Officer and to each of the other fouhlaigt-paid executive officers. However, some “penfance-based” compensation is
specifically exempt from the deduction limit. Whtlee Committee generally takes into considerati@ndeductibility of its executive officers
compensation, the Committee retains the flexibtlitynake payments or awards whether or not suctneais or awards qualify for tax
deductibility under Section 162(m).

The foregoing report has been furnished kyQhganization and Compensation Committee of trer@®of Directors.

John Sherwin, Jr. (Chairman) William B. Lawrence N. Mohan Reddy, Ph.L
Albert C. Bersticker William P. Madar William R. Robertson
Joseph P. Keithle William G. Pryor
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CUMULATIVE SHAREHOLDER RETURN AND PERFORMANCE PRESE NTATION

The following graph sets forth the cumulatshareholder return on our common stock as comgartet cumulative total return of the
S&P Small-cap 600 Index and the Russell 2000 InBexsh Engineered Materials is a component compétiye S&P Small-cap 600 Index
and the Russell 2000 Index.

280
—— Brush Engineered Materials
240 | —A—  S&P Small-cap 600
ago | —O— Russell 2000
7
X I%—’O
]
- 120
- w\l i
= . \D\ i / )
40 T
] T T T T T T
2000 2001 2002 2003 2004 20035
2000 2001 2002 2003 2004 2005
Brush Engineered Materie $10C $ 73 $ 28 $ 79 $ 95 $ 82
S&P Smal-cap 60C $10C $107 $91 $12€ $15E $167
Russell 200( $10C $10z $ 81 $12C $142 $14¢

(1) Assumes that the value of our common stockesuth index was $100 on December 31, 2000 anéliregiplicable dividends were
reinvested
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PENSION AND RETIREMENT BENEFITS

The Brush Engineered Materials Inc. Pensian P'qualified pension plan’is a defined benefit plan under which Messrs. Hayrirpple,
Grampa and Skoch are currently accruing benefffective as of the close of business on May 31 52@0e benefit under the prior formula
for Messrs. Harnett, Hipple, Grampa and Skoch (89%thal average earnings over the highest fivesezative years minus 50% of annual
Social Security benefit, the result pro-rated fenvece less than 35 years) was frozen. The frona@na benefits as of May 31, 2005, payable
beginning at age 65 as a single life annuity, faskts. Harnett, Hipple, Grampa and Skoch are $36#1,855, $17,252 and $54,856
respectively. Credited service for pension bermfiposes as of May 31, 2005 for Messrs. Harnefipldi Grampa and Skoch is 14, 3, 6
and 21, respectively.

Beginning June 1, 2005, the qualified pengilam formula was changed for Messrs. Harnett, ldipBrampa and Skoch to 1% of each
yeal's earnings. The retirement benefit for these imtlials will be equal to the sum of that accruedfaday 31, 2005 and that accrued under
the new formula for service after May 31, 2005.

The following table shows the estimated ahpeaasion benefits under the qualified pension jideirMessrs. Harnett, Hipple, Grampa and
Skoch for service on and after June 1, 2005. Ttexrial Revenue Code limits benefits in the qualifiension plan to that based on
compensation not in excess of $210,000 in 2005%22@,000 in 2006. The amounts shown are those winelid be payable, as a single life
annuity, for retirement at age 65 based on van®ds of service:

AGE 65 RETIREMENT BENEFIT

Years of Service from June 1, 2005 to Age 65

Annual Pay 5 Years 10 Years 15 Years
$210,00( $10,50( $21,00( $31,50(
220,00( 11,00( 22,00( 33,00(

The compensation covered by the qualifiedsfmmplan is regular base salary, sales commissindsertain performance compensation.
The compensation covered by this plan is the sankeaamounts shown in the salary and bonus colwihe Summary Compensation
Table on page 12.

The benefit for executives and all salariethlyees who have not attained age 58 and compdetedst 20 years of service as of June 1,
2005 has been reduced as a result of the above dadage in formula. The following table compateshenefit for an executive under the
two scenarios of having been covered during hiseeperiod of employment with Brush Engineered Miate under the formula in effect
before and after June 1, 2005:

AGE 65 RETIREMENT BENEFIT

Years of Service at Age 6!

Annual Pay
at Age 65 10 Years 20 Years 30 Years

$210,00C
Prior Formula(1 $26,67¢ $53,35: $80,02¢
New Formule 21,00( 42,00( 63,00(

$220,00C
Prior Formula(1, $28,10¢ $56,20¢ $84,31¢
New Formule 22,00( 44,00( 66,00(

(1) Amounts shown assume an annual Social Securityfiben&23,268.
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EMPLOYMENT AGREEMENTS

We have entered into severance agreemerttsraiitous senior executives, including Messrs. dtriipple, Grampa and Skoch to help
ensure the continuity and stability of our seni@ragement. If a “change of control” of the compasydefined in these agreements, the
executives employment is terminated by us or one of itdiaféis except for cause, or he resigns within opnatinafter the first anniversary
the change, or the nature and scope of his dutiesens or certain other adverse changes occuhariidard of Directors so decides, then
severance benefits will apply. For Messrs. Harmdifiple, Grampa and Skoch, if applicable, at theetof a change of control, severance
benefits include rights to a lump sum payment céeltimes salary; incentive compensation; casieindf benefits under our Supplemental
Retirement Benefit Plan; any special awards; thdicoation of retiree medical and life insurancedfés for three years; and a lump sum
payment equal to the sum of the present value ybanus he would have received under any long-tecantive plan (assuming attainment
of the plan target rate), any retirement benefitsvbuld have earned during the next three yearshandash value of certain other benefits.
For the four named executive officers above, dlitygncentive awards also vest, and all stockaqgtibecome fully exercisable, if the
severance benefits are applicable. A terminatioieonotion following the commencement of discussisits a third party which ultimately
result in a change in control will also activateesance benefits. Payments and benefits undeetlerance agreements are subject to
reduction in order to avoid the application of txeise tax on “excess parachute payments” unddntbmal Revenue Code, but only if the
reduction would increase the net after-tax amoecgived by the executive.

Under these agreements, each executive agoeés compete with us during employment or foe gear thereafter; not to solicit any of
our employees, agents or consultants to termihaie telationship with us; and to protect our cdefitial business information. Each
executive also assigns to us any intellectual ptgphts he may otherwise have to any discoveiiegentions or improvements made while
in our employ or within one year thereafter. Brisigineered Materials must secure its performanderuiine severance agreements throt
trust which is to be funded upon the change inrobréind amounts due but not timely paid earn egeat the prime rate plus 4%. We must
pay attorneys’ fees and expenses incurred by acuéixe in enforcing his rights under his severaageeement. The severance agreements
may have the effect of inhibiting a change in cointf the Company.

RELATED PARTY TRANSACTIONS

In 2002 we entered into life insurance agreets with six employees, including two of the naregdcutive officers, Messrs. Harnett and
Skoch, and purchased life insurance policies puntsizethose agreements. These agreements, andlibieg which are owned by the
employees, remain outstanding, and the portionkepremiums we paid are treated as loans to tipogees, secured by the insurance
policies, for financial purposes. The agreemerdsire the employees to maintain the policies’ cagtiender values in amounts at least equal
to the outstanding loan balances. The outstanditenbes, which have not changed since the incepfitite program, are $260,004 for
Mr. Harnett and $39,951 for Mr. Skoch. The emplaypay a market rate of interest based on the aipidederal rate. The rate is currently
5.2%.

AUDIT COMMITTEE REPORT

The Audit Committee oversees the Companyaricial reporting process on behalf of the BoarBiofctors. Management has the
primary responsibility for the financial statemeats] the reporting process including the Compagystems of internal controls. In fulfilling
its oversight responsibilities, the Committee rexdd the audited financial statements in the AniRegort with management, and discussed
the quality, not just the acceptability, of the @aating principles, the reasonableness of signifiiadgments and the clarity of disclosures in
the financial statements.
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The Committee reviewed with the independegtstered public accounting firm, who are respdeditr expressing an opinion on the
conformity of those audited financial statementthwienerally accepted accounting principles, thueigments as to the quality, not just the
acceptability, of the Company’s accounting prinegphnd such other matters as are required to besdisd with the Committee under
generally accepted auditing standards. In addittoen Committee has discussed with the independegigtered public accounting firm the
auditors’ independence from management and the @oynjincluding the matters in the written disclesurequired by the Independence
Standards Board, and considered the compatibilibpoaudit services with the auditors’ independence

The Committee discussed with the Companyteriral and independent auditors the overall scopeptans for the respective audits. The
Committee meets with the internal and independegistered public accounting firm, with and withouhnagement present, to discuss the
results of their examinations, their evaluationshef Company’s internal controls, and the overadlliy of the Company financial reporting
The Committee held six meetings during 2005.

In reliance on these reviews and discussiiesCommittee recommended to the Board of Dirsdfand the Board has approved) that the
audited financial statements be included in theuwshiReport on Form 10-K for the year ended DecerBlhe2005 for filing with the
Securities and Exchange Commission.

In February 2006, a revised charter for thielihACommittee was adopted and is attached as Afip@nto this proxy statement. Under the
new charter, shareholder approval will be requfoedetention or termination of the independentistged public accounting firm.

William R. Robertson (Chairmal
William B. Lawrence

N. Mohan Reddy, Ph.L

John Sherwin, J
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2. APPROVAL OF BRUSH ENGINEERED MATERIALS INC. 2006 STOCK INCENTIVE PLAN

General

On March 7, 2006, upon recommendation byGlganization and Compensation Committee, the BohRirectors of Brush Engineered
Materials unanimously approved and adopted, subgette approval of Brush Engineered Materialsareholders at the 2006 annual mee
the Brush Engineered Materials Inc. 2006 Stockdtige Plan (the “2006 Plan”). The 2006 Plan affattis Organization and Compensation
Committee the ability to design compensatory awdrdsare responsive to Brush Engineered Matensts and includes authorization f
variety of awards designed to advance the intesesidong-term success of Brush Engineered Masdyakencouraging stock ownership
among officers, other salaried employees and ctarsslof Brush Engineered Materials.

The 2006 Plan replaces the Brush Engineer&@iidls Inc. 1995 Stock Incentive Plan (as amemshedrestated as of March 3, 1998), as
amended (“1995 Plan"yhich terminated on May 2, 2005. If the 2006 PERapproved by shareholders, the 1979 Stock Optemm Ehe 198:
Stock Option Plan and the 1989 Stock Plan (together*Old Option Plans”) will be terminated. Assimgnthe 2006 Plan and the proposed
new Director Plan (See proposal 3) are approveshbyeholders at the 2006 annual meeting, the suheafumber of common shares
reserved for awards outstanding under the Old @@ians and the 1995 Plan, and the number of shaedable for future awards under the
2006 Plan (total “overhang”) will be approximatél§.9%.

On March 7, 2006, the Organization and Corepton Committee of the Board granted 121,722 perdoce restricted shares and 60,861
performance shares that are contingent upon shdertapproval of the 2006 Plan. These shares armtended method of payment for the
Company’s 2006 through 2008 Long-Term IncentivenRI&TIP"). Vesting of these shares will occur onfypre-established financial targets
(cumulative growth in operating profit over threzays) are achieved. There are approximately 3&jmamts in the LTIP. See New Plan
Benefits Table (page 31) for additional information

The following is a summary of the principabpisions of the 2006 Plan, a copy of which isfeeth as Appendix B to this proxy
statement.

Plan Highlights

The 2006 Plan authorizes the OrganizationGmupensation Committee to provide equity-basedpsarsation in the form of
performance restricted shares, performance shage®rmance units, restricted shares, option riggttck appreciation rights (“SARs”) and
restricted stock units for the purpose of providing officers, salaried employees and consultartsritives and rewards for superior
performance. Some of the key features of the 2086 that reflect our commitment to effective maragat of incentive compensation are
forth below and are described more fully undertteading “Summary of the 2006 Plan” and in the 2B&f.

« Plan Limits. Total awards under the 2006 Plan are limited t6Q,00 common shares without par value of Brushirieeged
Materials. No more than 850,000 may be issuedearfahm of awards other than stock options or SAdt®( taking into account
forfeitures, expirations and cancellations). Thgragate number of restricted stock units or otlherds under the 2006 Plan that
specify Management Objectives (as described belpaformance restricted shares or performance shiaaé may be granted to any
one participant in a calendar year is limited t¢080. No participant will receive performance umit@iny calendar year having a value
in excess of $1,000,000. The 2006 Plan also lith#saggregate number of stock options and SARshgtbe granted to any one
participant in a calendar year to 100,0

* No Liberal Recycling Provisions.The 2006 Plan provides that, except for awardeskitt cash, only common shares covered by
awards that expire or are forfeited will again baitable for issuance under the 2006 Plan. Thefahg shares will not be added back
to the aggregate plan limit: (1) common sharesdegdiin payment of the option price; (2) commorrabavithheld by Brus
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Engineered Materials to satisfy the tax withhetdobligation; and (3) common shares that are cdyased by Brush Engineered
Materials with option right proceeds. Further,cimmon shares covered by a SAR, to the extentttisagxercised and settled in shal
whether or not all shares covered by the awar@detglly issued to the participant upon exercisgnefright, shall be considered issued
or transferred pursuant to the 2006 P

* Minimum Vesting Periods. The 2006 Plan provides for the following minimunstieg periods, which may be subject to acceleratic
the event of the retirement, death or disabilityhef participant or a change of control of Bruslgieered Materials or similar
transaction or event, thé

« Restricted shares and restricted stock units mapemome unrestricted by the passage of time béferéhird anniversary of the
date of grant

« Restricted stock units that vest upon the achiem¢meManagement Objectives cannot vest soonerdhanyear from the date of
grant; anc

« The period of time within which Management Objeeti(as described below) relating to performandeicesd shares, performan
shares and performance units must be achievedeval minimum of one yee

* No Repricing. Brush Engineered Materials has never repriced wvater stock options, and option repricing is prikith without
shareholder approval under the 2006 F

» Other Features.

* The 2006 Plan also provides that no stock optiorARs will be granted with an exercise or basegléss than the fair market
value of Brush Engineered Mater’ common shares on the date of gr.

* The 2006 Plan is designed to allow awards maderuhde€2006 Plan to qualify as performance-basedpemsation under Section
162(m) of the Internal Revenue Co
Summary of the 2006 Plan

Shares Subject to the 2006 Plan. Subject to adjustment as provided in the 2006 Rlennumber of common shares that may be issued or
transferred

« upon the exercise of option rights or SAI

« as restricted performance shares or restrictecstzard released from substantial risk of forfeithereof;
« in payment of restricted stock uni

« in payment of performance shares or performands timit have been earned,

« in payment of dividend equivalents paid with resge@wards made under the 2006 F

will not exceed in the aggregate 1,250,000 comnhames, plus any shares relating to awards thateegpiare forfeited or are cancelled un
the 2006 Plan. These shares may be shares ofarigiuance or treasury shares or a combinatidimeoforegoing.

Shares covered by an award granted und&0®@ Plan shall not be counted as used unlessraitdhey are actually issued and delive
to a participant. Without limiting the generalitf/tbe foregoing, upon payment in cash of the bempetivided by any award granted under the
2006 Plan, any shares that were covered by thatdamih be available for issue or transfer undex #006 Plan. Notwithstanding anything to
the contrary:

« shares tendered in payment of the exercise prie@ ofption right shall not be added to the aggeegken limit described abov
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« shares withheld by Brush Engineered Materials tisfyahe tax withholding obligation shall not béded to the aggregate plan lii
described above

« shares that are repurchased by Brush Engineeregfilatwith option right proceeds shall not be atittethe aggregate plan limit
described above; ar

« all shares covered by a SAR, to the extent thatakercised and settled in shares, whether ocalhehares covered by the award are
actually issued to the participant upon exercisthefright, shall be considered issued or transepursuant to the 2006 Pl:

The aggregate number of common shares agigalied or transferred by Brush Engineered Mdgeujpon the exercise of incentive stock
options (sometimes referred to as “ISOsfll not exceed 1,250,000 of the common sharegvesefor purposes of the 2006 Plan. The nur
of common shares issued as performance restribes restricted shares, performance sharesypenfice units or restricted stock units
(taking into account any forfeitures, expiratiomsl @ancellations) will not, during the life of t&@06 Plan, in the aggregate, exceed 850,000
of the common shares reserved for purposes of(8é Plan.

No participant will be granted restrictedcitanits or other awards contemplated by the 2086 #at specify management objectives or
performance shares, in the aggregate, of more30&00 during any calendar year. In no event slgllparticipant in any calendar year
receive an award of performance units having amesggde maximum value as of their respective ddtgsamt in excess of $1,000,000. No
participant will be granted option rights or SARsthe aggregate, for more than 100,000 commoreshduring any calendar year.

Up to 5% of the total maximum number of conmnsbares available under the 2006 Plan may befus@wvards thereunder that do not
comply with the three-year or one-year requiremapdicable to such award as described below.h&lishare limits discussed above are
subject to certain adjustments as provided in G@62Plan.

Eligibility. Officers, other salaried employees and consultaihBrush Engineered Materials and its subsidiasieany person who has
agreed to commence serving in any of those capaaitithin 90 days of the date of grant may be sedeby the Organization and
Compensation Committee to receive benefits und=R@06 Plan. Any person who provides services tsBEnNgineered Materials or a
subsidiary that are equivalent to those typicailyviled by an employee is also eligible. The Orgation and Compensation Committee
determines which persons will receive awards ardchtimber of shares subject to such awards. Alfisdl@mployees are eligible to
participate. However, the current number who aelyito be selected to participate is 37.

Performance Restricted Shares. An award of performance restricted shares invotiesmmediate transfer by Brush Engineered Material
to a participant of ownership of a specific numbecommon shares in consideration of the perforraaricservices. The participant is entitled
immediately to voting, dividend and other ownerstigits in such shares. The transfer may be matteuti additional consideration from t
participant.

The Organization and Compensation Committastspecify Management Objectives (as discussedvpethich, if achieved, will result
in termination or early termination of the restiocis applicable to such shares. The OrganizationGompensation Committee must also
specify in respect of the specified Management Qbjes, a minimum acceptable level of achievemedtraust set forth a formula for
determining the number of performance restrictedeshon which restrictions will terminate if perfnce is at or above the minimum level,
but below full achievement of the specified ManagatObjectives.

Performance restricted shares must be sulgjectsubstantial risk of forfeiture” within theganing of Section 83 of the Internal Revenue
Code for a period of at least one year to be deteunby the Organization and Compensation Committethe date of the grant. To enforce
these forfeiture provisions, the transferabilitypefformance restricted shares will be prohibitedegtricted in a manner and to the extent
prescribed by the Organization and Compensationrittee for the period during which the forfeitune@ypisions are to continue. The
Organization and Compensation Committee may prolida shorter period
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during which the forfeiture provisions are to apiythe event of retirement, death or disabilityaarhange in control of Brush Engineered
Materials or other similar transaction or event.

Performance Shares and Performance Units. A performance share is the equivalent of one comshame and a performance unit is the
equivalent of the market value of one common sbarthe date of grant. The participant will be givere or more Management Objectives to
meet within a specified performance period. Thecsigel performance period will be a period of timat less than one year, but may be
subject to earlier termination in the event ofregtient, death or disability of the participant amhange of control of Brush Engineered
Materials or similar transaction or event. If, lng tend of the performance period, the participastdthieved the specified Management
Obijectives, the participant will be deemed to hiady earned the performance shares or performands. If the participant has not fully
achieved the Management Objectives, but has att@inexceeded the predetermined level or levet&oéptable achievement, the participant
will be deemed to have partly earned the performaares or performance units in accordance wptie@etermined formula.

To the extent earned, the performance slwrpsrformance units will be paid to the participanthe time and in the manner determined
by the Organization and Compensation Committee. guayt may specify that the amount payable witpeesthereto may be paid by Brush
Engineered Materials in cash, common shares ocampination thereof and may either grant to théigpant or retain in the Organization
and Compensation Committee the right to elect antboge alternatives. The grant may provide foréwgment of dividend equivalents
thereon in cash or in common shares on a curreférmd or contingent basis.

Restricted Shares. A grant of restricted shares constitutes the imatediransfer by Brush Engineered Materials to fgygant of
ownership of a specific number of common sharedirsideration of the performance of services. Tdréigipant is entitled immediately to
voting, dividend and other ownership rights in ssblares. Such grant or sale may be made withoitiadd consideration or in considerat
of a payment by the participant that is less thamemt market value of the common shares.

As are performance restricted shares (agibesicabove), restricted shares must be subjextsabstantial risk of forfeiture” within the
meaning of Section 83 of the Internal Revenue Godat least three years, as the Organization amdg@nsation Committee may determine
at the date of grant. The Organization and Compgems&ommittee may provide for a shorter periodintymvhich the forfeiture provisions ¢
to apply in the event of retirement, death or diggtof the participant or a change of controlBfush Engineered Materials or similar
transaction or event.

Option Rights. Option rights may be granted that entitle the op®to purchase a specified number of common shaeeprice equal to
or greater than market value per share on theadajent. The closing market price of a common stzer reported on the New York Stock
Exchange on March 7, 2006 was $17.27 per shareopiien price is payable

¢ in cash;

« by the transfer to Brush Engineered Materials affadeitable, unrestricted common shares ownechbyoptionee having a value
the time of exercise equal to the option pr

« by such other method as may be approved by then@iajaon and Compensation Committee
« any combination of the foregoin

Payment of the option price of any nonquadifoption may also be made in whole or in parh@form of restricted shares or other
common shares that are subject to risk of forfeiturrestriction on transfer. When paid for witlelsiwonsideration, unless otherwise
determined by the Organization and Compensationrittee on or after the date of the grant, whenewemmon shares received by the
optionee upon the exercise of the nonqualifiedoopis subject to the same risks of forfeiture @tnietions on transfer as applied to the
consideration surrendered by the optionee. Howeumh risks of forfeiture and restriction on trarsthall apply only to the same number of
common shares received by the optionee as appligktforfeitable or restricted common shares sdgeed by the optionee.
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The Organization and Compensation Committeethe authority to specify at the time option tégdwre granted that the common shares
will not be accepted in payment of the option priodil they have been owned by the optionee fgrexdied period. However, the 2006 Plan
does not require any such holding period and wpelthit imnmediate sequential exchanges of commoresha the time of exercise of opti
rights. To the extent permitted by law, any grammoption right may provide for deferred paymefithe option price from the proceeds of
sale through a broker of some or all of the comstrares to which the exercise relates.

Option rights granted under the 2006 Plan beagption rights that are intended to qualify imeéntive stock options” within the meaning
of Section 422 of the Code or Option Rights thatrast intended to so qualify or combinations théreo

No option right may be exercisable more tteanyears from the date of grant. Each grant \piicsfy the period of continuous service v
Brush Engineered Materials or any subsidiary thateicessary before the option rights will becomeza@sable. A grant of option rights may
provide for the earlier vesting of such option tgym the event of retirement, death or disabiitghe participant or a change of control of
Brush Engineered Materials or similar transactioewent. Successive grants may be made to the gptiomee whether or not option rights
previously granted remain unexercised. Any grarggiion rights may specify Management Objectivesd@scribed below) that must be
achieved as a condition to exercising such rights.

The Organization and Compensation Committag, mt the date of grant of any option rights (othan ISO), provide for the payment of
dividend equivalents to the optionee on a curréeferred or contingent basis, either in cash adiditional common shares.

The Organization and Compensation Commitsemves the discretion at or after the date oftgoaprovide for (1) the payment of a cash
bonus at the time of exercise; (2) the availabiity loan at exercise; and (3) the right to tendeatisfaction of the option price
nonforfeitable, unrestricted common shares, whiehaéready owned by the optionee and have a valtieedime of exercise that is equal to
the option price. Additionally, the Organizatiorda@ompensation Committee may substitute, withocgikeng the participant’'s permission,
SARs paid only in common shares (or SARs paid mroon shares or cash at the Organization and CorapensCommittees discretion) fo
outstanding options on substantially the same terms

SARs. A SAR is a right, exercisable by surrender of thlated option right (if granted in tandem with optirights) or by itself (if granted
as a free-standing SAR), to receive from Brush BEegjied Materials an amount not exceeding 100%eo$pinead between the base price (or
option price if a tandem SAR) and the value of a@wn Share on the date of exercise. Any grant mpayify that the amount payable on
exercise of a SAR may be paid by Brush EngineerateNals in cash, in common shares, or in any coailzin thereof, and may either grant
to the participant or retain in the Organizatiod &ompensation Committee the right to elect ambogé alternatives. Any SAR grant may
specify that the amount payable on exercise magxamted a maximum specified by the Organization@omipensation Committee at the
time of grant.

Any grant may specify waiting periods befes@rcise and permissible exercise dates and pedogsgrant of a SAR may specify that
such SAR be exercised only in the event of, ofierain the event of, retirement, death or disapitif the participant or a change of control of
Brush Engineered Materials or similar transactioewent. Any grant of SARs may specify Managemenje€tives that must be achieved :
condition to exercise such rights. Any SAR granymeovide for the payment to the participant ofidand equivalents thereon in cash or
common shares on a current, deferred or contirlogesis.

Tandem SARs may be exercised only at a tifmenvhe related option right is exercisable andstiread is positive, and require that the
related option right be surrendered for cancelfatiree-standing SARs must have a base pricedleafual to or greater than the fair market
value of a common share on the date of grant. Ssaeegrants of free-standing SARs may be madegt@ame participant regardless of
whether any free-standing SARs remain unexerciBesgk-standing SARs must specify the period or peraf continuous employment of the
participant by Brush Engineered Materials or antysgdiary that are
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necessary before the free-standing SAR or instalisiiereof become exercisable, and any grant meyde for the earlier exercise of such
rights in the event of retirement, death or disgbdf the participant or a change in control otiBn Engineered Materials or similar
transaction or event. No free-standing SAR mayxXegased more than ten years from the date of grant

Restricted Sock Units. A grant of restricted stock units constitutes areagient by Brush Engineered Materials to delivenmon shares
or cash to the participant in the future in consatien of the performance of services, but subiethe fulfillment of such conditions
(including Management Objectives) during the resih period as the Organization and Compensatmm@ittee may specify. Awards of
restricted stock units may be made without add#i@onsideration or in consideration of a paymensiich participant that is less than the
market value per share at the date of grant. Duhagestriction period, the participant has naitri transfer any rights under his or her
award and no right to vote such restricted stodtsuRowever, the Organization and Compensation Bittee may, at the date of grant,
authorize the payment of dividend equivalents arhsestricted stock units on either a current demted or contingent basis, either in cash or
in additional common shares. Each grant or salespécify the time and manner of payment of resdcstock units that have been earned.
Any grant or sale may specify that the amount pkeyalith respect thereto may be paid by Brush Eregie@ Materials in cash, in common
shares or in any combination thereof and may eghemt to the participant or retain in the Orgatimaand Compensation Committee the
right to elect among those alternatives.

Restricted stock units must be subject testriction period of at least three years if sugdtriction period lapses only by the passage of
time, as determined by the Organization and CongiEmmsCommittee at the date of grant, except tmatQrganization and Compensation
Committee may provide for a shorter restrictioniqgrbin the event of retirement, death or disabitifythe participant or a change of control of
Brush Engineered Materials or similar transactioewent. Any grant of restricted stock units magafy Management Objectives which, if
achieved, will result in termination or early termation of the restriction period applicable to ssbhres. If the grant of restricted stock units
provides that Management Objectives must be actiteveesult in a lapse of the restriction perida testriction period cannot lapse sooner
than one year from the date of grant, but may Ibgestito earlier lapse in the event of retiremeefth or disability of the participant or
change of control of Brush Engineered Materialsionilar transaction or event. Any such grant map alpecify in respect of such specified
Management Objectives, a minimum acceptable lelvatbievement and may set forth a formula for deieing the number of shares of
restricted stock units on which the restrictionipgmwill terminate if performance is at or above thinimum level, but below full
achievement of the specified Management Objectives.

Evidence of Award. All awards granted under the 2006 Plan must beeenield by an “evidence of award” containing sucimseand
provisions, consistent with the 2006 Plan, as thga@ization and Compensation Committee may appnevidence of award may be an
agreement, certificate, resolution or other typéom of writing or other evidence approved by @ganization and Compensation
Committee which sets forth the terms and conditmfithe award granted. An evidence of award maintaay electronic medium, may be
limited to a notation on the books and recordsmisB Engineered Materials and, with the approvahefOrganization and Compensation
Committee, need not be signed by a representatiBeush Engineered Materials or a participant.

Management Objectives. The 2006 Plan requires that the Organization amdgemsation Committee establish “Management Objestiv
for purposes of granting performance restrictedeshgerformance shares and performance units. \&thdetermined by the Organization
and Compensation Committee, option rights, SAR&rimed stock units or dividend credits may algecify Management Objectives.
Management Objectives may be described in ternegtteér company-wide objectives or objectives thatralated to the performance of the
individual participant or subsidiary, division, depment, region or function within Brush EngineeMaterials or a subsidiary in which the
participant is employed. The Management Objectivag be made related to the performance of othepaoilms. Management Objectives
applicable to any award to a participant who issatetermined by the Organization and Compens&@mmmittee likely to become, a
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“covered employee” within the meaning of Sectio2(®®) of the Internal Revenue Code, will be limitedspecified levels of or growth in:

« Profits ( e.g., operating income, EBIT, EBT, net income, earnipgsshare, residual or economic earnings — thesfégbility metrics
could be measured before special items and/or cuigj&SAAP definition);

» Cash Flow( e.g., EBITDA, operating cash flow, total cash flow,dreash flow, residual cash flow or cash flow retomrinvestment)
 Returns ( e.g., profits or cash flow returns on: assets, investgultal, net capital employed, and equi

*Working Capital (e.g., working capital divided by sales, days’ salesstartding, days’ sales inventory, and days’ salgmirables, or
any combination thereof

« Profit Margins ( e.g., profits divided by revenues, gross margins antere margins divided by revenues, and variablegimadivided
by sales)

« Liquidity Measures ( e.g. , deb-to-capital, dek-to-EBITDA, total debt ratio, EBITDA multiple)

« Sales Growth, Cost Initiative and Stock Price Metrts( e.g. , revenues, revenue growth, new product sales grawbwth in value
added sales, stock price appreciation, total retushareholders, sales and administrative cogidetl by sales, sales per employee);
and

« Strategic Initiative Key Deliverable Metrics consisting of one or more of the following: proddetvelopment, strategic partnering,
research and development, market penetration, gpbigrbusiness expansion goals, cost targets,mestsatisfaction, employee
satisfaction, management of employment practicdseamployee benefits, supervision of litigation amfdrmation technology, increase
in yield and productivity and goals relating to aisitions or divestitures of subsidiaries, affiéatand joint venture

If the Organization and Compensation Committetermines that a change in the business, opesatiorporate structure or capital
structure of Brush Engineered Materials, or the meauin which it conducts its business, or otheméver circumstances render the
Management Objectives unsuitable, the Organizati@mhCompensation Committee may in its discretiodifgsuch Management Objectives
or the level or levels of achievement, in wholemopart, as the Organization and Compensation Céteendleems appropriate and equitable,
except in the case of a “covered employee” whech sgtion would result in the loss of the othervasailable exemption under Section 162
(m) of the Internal Revenue Code. In such caseQtiganization and Compensation Committee may néenaay modification of the
Management Objectives or acceptable level or leakedshievement with respect to such “covered eggad

Administration. The 2006 Plan is to be administered by the Orgépnizand Compensation Committee. The Organizatiah a
Compensation Committee is authorized to intergret2006 Plan and related agreements and other @émtsinTo the extent permitted by
Ohio law, the Organization and Compensation Conemithay, from time to time, delegate to one or noffieers of Brush Engineered
Materials the authority of the Organization and @emsation Committee to grant and determine thesamd conditions of awards granted
under the 2006 Plan. However, such delegationneillbe permitted with respect to awards to any etkee officer or any person subject to
Section 162(m) of the Code.

Detrimental Activity. Any grant may provide that if a participant, eitldeiring employment by Brush Engineered Materiala subsidiary
or within a specified period after termination ofifgoyment, engages in any “detrimental activity$ (gefined by the Organization and
Compensation Committee in the evidence of awahnd)participant shall forfeit any awards grantedarrtie 2006 Plan then held by the
participant or return to Brush Engineered Materigsxchange for payment by Brush Engineered Nalgeof any amount actually paid for
the common shares by the participant, all commameshthat the participant has not disposed ofwleat offered pursuant to the 2006 Plan
within a specified period prior to the date of tmnmencement of the detrimental activity. With exdffo any common shares acquired under
the 2006 Plan
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that the participant has disposed of, if so pradiotethe evidence of award for such grant, theiggent will pay to Brush Engineered
Materials in cash the difference between (1) angwarhactually paid therefor by the participant puarst to the 2006 Plan and (2) the market
value per share of the common shares on the deyeatre acquired.

Transferability. Except as described below, no option right, SARtber derivative security granted under the 20@H o transferable by
a participant except, upon death, by will or thedaf descent and distribution. Except as otherdetermined by the Organization and
Compensation Committee, option rights and SAR®a&egcisable during the participant’s lifetime obly him or her or by his or her guardian
or legal representative.

The Organization and Compensation Committeg specify at the date of grant that part or athef common shares that are (1) to be
issued or transferred by Brush Engineered Mateuipds) exercise of option rights or SARs, upon teation of the restriction period
applicable to restricted stock units or upon paynuader any grant of performance shares or perfoceanits or (2) no longer subject to the
substantial risk of forfeiture and restrictionstoansfer referred to in the 2006 Plan with respegerformance restricted shares and restricted
shares, will be subject to further restrictionstramsfer.

The Organization and Compensation Committag determine that option rights (other than inagnsitock options) and SARs may be
transferable by a participant, without paymentarisideration therefor by the transferee, only tp@me or more members of the participant’s
immediate family; provided, however, that (1) natstransfer shall be effective unless reasonalie potice thereof is delivered to Brush
Engineered Materials and such transfer is theneaftected in accordance with any terms and cooniitthat shall have been made applicable
thereto by the Brush Engineered Materials or thga@ization and Compensation Committee and (2) aoly sansferee shall be subject to
same terms and conditions hereunder as the panicipor the purposes of the 2006 Plan, the tenmm&diate family” means any child,
stepchild, grandchild, parent, stepparent, grareigaspouse, sibling, mother-in-law, father-in-laen-in-law, daughter-in-law, brother-in-
law, or sister-in-law, including adoptive relatitiizs, any person sharing the participant’s houskfmher than a tenant or employee), a trust
in which these persons have more than fifty peroéttie beneficial interest, a foundation in whibkse persons (or the participant) control
the management of assets, and any other entitichvwthese persons (or the participant) own mase fifty percent of the voting interests.

Withholding Taxes. To the extent that Brush Engineered Materialsgsiired to withhold federal, state, local or foreigmes in connection
with any payment made or benefit realized by aigpent or other person under the 2006 Plan, aadthounts available to Brush Engines
Materials for such withholding are insufficientwitll be a condition to the receipt of such paymenthe realization of such benefit that the
participant or such other person make arrangensatitfactory to Brush Engineered Materials for pagtrof the balance of such taxes
required to be withheld, which arrangements (indiseretion of the Organization and Compensatiom@dtee) may include relinquishment
of a portion of such benefit. In no event may tharket value per common share to be withheld ardftivered to satisfy applicable
withholding taxes in connection with the verifiegtords, exceed the minimum amount of taxes reqtiréeé withheld.

Compliance with Section 409A of the Internal Revenue Code . The American Jobs Creation Act of 2004, enacte@october 22, 2004,
revised the federal income tax law applicable taie types of awards that may be granted undeR®6 Plan. To the extent applicable, it is
intended that the 2006 Plan and any grants mader uinel 2006 Plan comply with the provisions of 8c#l09A of the Internal Revenue
Code. The 2006 Plan and any grants made undef@&Ran will be administered in a manner constsigih this intent, and any provision
of the 2006 Plan that would cause the 2006 Plamgrgrant made under the 2006 Plan to fail tofyafisction 409A shall have no force and
effect until amended to comply with Section 409A(@h amendment may be retroactive to the extemhipierd by Section 409A and may be
made by Brush Engineered Materials without the eonef the participants). Any reference to Sec68A will also include any proposed,
temporary or final regulations, or any other guitigmpromulgated with respect to such Section bytise Department of the Treasury or the
Internal Revenue Service.
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Effective Date. The 2006 Plan will be effective on the date immtahjafollowing the date the 2006 Plan is approvgdhareholders.

Amendments. The Organization and Compensation Committee maynertiee 2006 Plan from time to time without furtl@proval by
shareholders. However, if an amendment (1) woulterialy increase the benefits accruing to partais under the 2006 Plan; (2) would
materially increase the number of securities wiigty be issued under the 2006 Plan; (3) would nakernodify the requirements for
participation in the 2006 Plan; or (4) must otheenbe approved by the shareholders in order to lyowith applicable law or the rules and
regulations of the New York Stock Exchange, the rasineent will be subject to shareholder approvalaiichot be effective unless and until
such approval is obtained. In addition, the Orgatiin and Compensation Committee will not, withfwrther approval of the shareholders,
authorize the amendment to any outstanding opiigt to reduce the option price, or cancel anyaptight and replace it with an award
having a lower option price.

If permitted by Section 409A of the InteriRdvenue Code and except in the case of a “covenptbgee” where such action would result
in the loss of an otherwise available exemptionenr&kection 162(m) of the Code, in case of a tertiinaf employment by reason of death,
disability or normal or early retirement, or in tt@se of unforeseeable emergency or other spégiahtstances, of a participant who holds
option right or SAR not immediately exercisablgufi, or any performance restricted shares of retsdl shares as to which the substantial
of forfeiture or the prohibition or restriction aransfer has not lapsed, or any restricted stodk as to which the restriction period has not
been completed, or any performance shares or peafuze units which have not been fully earned, av blds common shares subject to
other transfer restriction imposed pursuant to20@6 Plan, the Organization and Compensation Caomenibay, in its sole discretion,
accelerate the time at which such option right, kRther award may be exercised or the time athvbuch substantial risk of forfeiture or
prohibition or restriction on transfer will lapsetbe time when such restriction period will endloe time at which such performance shares
or performance units will be deemed to have beby éarned or the time when such transfer restiictvill terminate or may waive any other
limitation or requirement under any such award.

Subject to the prohibition on option reprgidescribed above, the Organization and Compems@ionmittee may amend the terms of
award theretofore granted under the 2006 Plan potisgely or retroactively, except in the case 6€avered employee” where such action
would result in the loss of the otherwise availadtemption of the award under Section 162(m) ofitiernal Revenue Code. In such case,
the Organization and Compensation Committee willmake any modification of the Management Objectioethe level or levels of
achievement with respect to such covered empldyelject to adjustments (as described above), fo@mendment shall impair the rights
any participant without his or her consent. Theadigation and Compensation Committee may, in gsrdtion, terminate the 2006 Plan at
any time. Termination of the 2006 Plan will noteaftf the rights of participants or their successioider any awards outstanding hereunder
not exercised in full on the date of termination.

Term of the 2006 Plan. No grant will be made under the 2006 Plan more fltagears after the date on which the 2006 Pléirsis
approved by shareholders, but all grants made @niarto such date will continue in effect theteaubject to the terms thereof and of the
2006 Plan.

Federal Income Tax Consequences

The following is a brief summary of some loé federal income tax consequences of certaindctings under the 2006 Plan based on
federal income tax laws in effect on January 1,620this summary is not intended to be completedon@s not describe state or local tax
consequences.

Tax Conseguences to Participants

Performance Restricted Shares. A recipient of performance restricted shares gélyendll be subject to tax at ordinary income ratasthe
fair market value of the performance restrictedetaeduced by any amount paid by the recipiestielt time as the shares are no longer
subject to a risk of forfeiture or restrictions toansfer for purposes of Section 83 of the InteReenue Code (“Restrictions”). However, a
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recipient who so elects under Section 83(b) ofGbde within 30 days of the date of transfer ofgshares will have taxable ordinary income
on the date of transfer of the shares equal texkbess of the fair market value of the shares (ated without regard to the Restrictions)
over any purchase price paid for the shares. Hai@n 83(b) election has not been made, any dingeeceived with respect to performance
restricted shares that are subject at that tingertsk of forfeiture or restrictions on transfeingeally will be treated as compensation that is
taxable as ordinary income to the recipient.

Performance Shares and Performance Units. No income generally will be recognized upon theng performance shares or performa
units. Upon payment in respect of the earn-outesfqggmance shares or performance units, the retigienerally will be required to include
as taxable ordinary income in the year of recaipamount equal to the amount of cash receivedtanhir market value of any unrestricted
common shares received.

Restricted Shares. The recipient of restricted shares generally walldoibject to tax at ordinary income rates on tirariarket value of the
restricted stock (reduced by any amount paid byp#ré&cipant for such restricted stock) at suctetas the shares are no longer subject to
Restrictions. However, a recipient who so elecem$ection 83(b) of the Internal Revenue Codeiw0 days of the date of transfer of the
shares will have taxable ordinary income on the datransfer of the shares equal to the excetsedfir market value of such shares
(determined without regard to the Restrictions)rdtie purchase price, if any, of such restrictedlstIf a Section 83(b) election has not been
made, any dividends received with respect to i&etitistock that is subject to the Restrictions gahewill be treated as compensation that is
taxable as ordinary income to the participant.

Nonqualified Option Rights. In general,
* no income will be recognized by an optionee atitine a no-qualified option right is grante:

« at the time of exercise of a non-qualified opti@ht, ordinary income will be recognized by theiopee in an amount equal to the
difference between the option price paid for therek and the fair market value of the shares,risiricted, on the date of exercise;
and

« at the time of sale of shares acquired pursuathet@xercise of a non-qualified option right, ajgagon (or depreciation) in value
of the shares after the date of exercise will bated as either short-term or long-term capitat ¢ai loss) depending on how long
the shares have been he

Incentive Option Rights. No income generally will be recognized by an optiempon the grant or exercise of an 1ISO. The esefian
ISO, however, may result in alternative minimum liakility. If common shares are issued to the aptie pursuant to the exercise of an ISO,
and if no disqualifying disposition of such shaiemade by such optionee within two years afterddue of grant or within one year after the
transfer of such shares to the optionee, then sptenof such shares, any amount realized in exxdebg option price will be taxed to the
optionee as a long-term capital gain and any losted will be a long-term capital loss.

If common shares acquired upon the exerdis® dSO are disposed of prior to the expiratioritier holding period described above, the
optionee generally will recognize ordinary incomehe year of disposition in an amount equal toetkeess (if any) of the fair market value
such shares at the time of exercise (or, if lémsamount realized on the disposition of such shidiesale or exchange) over the option price
paid for such shares. Any further gain (or losg)ized by the participant generally will be taxedshort-term or long-term capital gain (or
loss) depending on the holding period.

SARs. No income will be recognized by a participant imeection with the grant of a tandem SAR or a friaeding SAR. When the SAR
is exercised, the participant normally will be reggd to include as taxable ordinary income in tearyof exercise an amount equal to the
amount of cash received and the fair market vafsg unrestricted common shares received on thecise.

Restricted Stock Units. No income generally will be recognized upon the rawa restricted stock units. Any subsequent tranef
unrestricted shares of common stock or cash isfaation of such award
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will generally result in the recipient recogniziagdinary income at the time of transfer, in an antagual to the aggregate amount of cash
and the fair market value of the unrestricted shafeeommon stock received over the amount paahyf by the participant.
Tax Conseguences to Brush Engineered Materials or Subsidiary

To the extent that a participant recognizelnary income in the circumstances described afBuesh Engineered Materials or the
subsidiary for which the participant performs seegi will be entitled to a corresponding deductiovjaled that, among other things, the
income meets the test of reasonableness, is amaoydind necessary business expense, is not aes®parachute payment” within the
meaning of Section 280G of the Internal RevenueeGoul is not disallowed by the $1 million limitation certain executive compensation
under Section 162(m) of the Internal Revenue Code.

VOTE REQUIRED
A favorable vote of the majority of votes ttas the matter is necessary for approval of tr@sZ@lan.
The Board of Directors of Brush Engineered Materiaé unanimously recommends a vote FOR Proposal 2 tpprove the 2006 Plan.
NEW PLAN BENEFITS
2006 Stock Incentive Plan

Performance
Restricted Shares Performance Shares(3)
Name and Positior Shares(2) Value ($) Shares(2) Value ($)
Gordon D. Harnet 0 0 0 0

Chairman of the Board, President ¢
Chief Executive Officer(1

Richard J. Hipple 29,12 $ 500,00( 14,56( $250,00(
President an
Chief Operation Office

John D. Gramp 10,127 $ 173,88l 5,06: $ 86,94(
Vice President Finance ai
Chief Financial Officel

Daniel A. Skoct 10,127 $ 173,88 5,06: $ 86,94(
Senior Vice Presidel
Administration

Executive Officer Grou| 49,37¢ $ 847,76( 24,68t $423,88(
Non-Executive Director Grou 0 0 0 0
Non-Executive Officer Employee Grot 72,34 $1,242,20. 36,17« $621,10:

(1) Mr. Harnett will retire effective at the annual nieg of shareholders on May 2, 20(
(2) The dollar values shown are based on the averathe dfigh and low stock price on February 7, 2(
(3) Each Performance Share is the equivalent of onermonshare, which will be paid out in ca

These awards are subject to shareholder approvhaé&006 Plan.
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3. APPROVAL OF BRUSH ENGINEERED MATERIALS INC.
2006 NON-EMPLOYEE DIRECTOR EQUITY PLAN

General

On March 7, 2006, upon recommendation byGbeernance Committee, the Board of Directors ofsBrEngineered Materials
unanimously approved and adopted, subject to theoapl of Brush Engineered Materialtiareholders at the 2006 annual meeting, the I
Engineered Materials Inc. 2006 Non-employee DineEiguity Plan (the “Director Plan”). The DirectolaR aligns the interests of non-
employee directors more closely with the intereét8rush Engineered Materials’ other shareholdes@ovides financial incentives and
rewards that will help attract and retain the npslified non-employee directors. The Director Rigplaces the 1997 Stock Incentive Plan
for Non-Employee Directors (As Amended and Restatedf May 1, 2001), as further amended, and tb& Bferred Compensation Plan
for Non-employee Directors (the “2005 Director P)an

The following is a summary of the principabyisions of the Director Plan, a copy of whicls&t forth as Appendix C to this proxy
statement.

Summary of the Plan

Shares Subject to the Plan. The shares that may be issued or credited to atcpunsuant to the Director Plan will be 150,00thowon
shares, subject to adjustment in accordance wéthrtan.

Eligibility. Each member of the Board of Directors who is notiaployee of Brush Engineered Materials will bgiélie to receive
awards and common shares under the Director Planciirrent number of Directors who are eligibleight.

Compensation in General. The amount of the director retainer fee, any doefgtes that may be payable for attendance at ngeetif the
Board of Directors and/or committees thereof anda@her compensation paid to directors (collectiy&Director Compensation”) will be
determined from time to time in accordance with@wele of Regulations of Brush Engineered Mategdals$ applicable law.

Equity Awardsin General. The Governance Committee may grant stock optidosksppreciation rights (“SARSs”), restricted stpck
restricted stock units, other stock awards andrdedestock units to participants under the Diregttan. Each award granted under the
Director Plan will be subject to such terms andditions as shall be established by the Governaneerniittee, and the Governance
Committee will determine the number of common shamederlying each award.

Sock Options. The exercise price of each option will be deterrdibg the Governance Committee, but will not be thas 100% of the
fair market value of a common share on the datephien is granted. Each option will expire andl\w# exercisable at such time and subject
to such terms and conditions as the Governance Giteenshall determine, provided that no option Wwél exercisable later than the tenth
anniversary of its grant. In no event will the Gmance Committee cancel any outstanding stock wfitiothe purpose of reissuing the stock
option to the participant at a lower exercise pdceeduce the exercise price of an outstandinckstption. The closing market price of a
common share as reported on the New York Stock &gh on March 7, 2006 was $17.27 per share.

SARs. SARs may be granted in tandem with a stock optramtgd under the Director Plan or on a free-stanbasis. The grant price of a
tandem SAR will be equal to the exercise pricehefrelated option and the grant price of a S&eding SAR will be at least equal to 1009
the fair market value of a common share on the ofiits grant. A SAR may be exercised upon sucmsesind conditions and for such term as
the Governance Committee in its sole discretioemeines, provided that the term will not exceeddpon term in the case of a tandem
SAR or ten years in the case of a free-standing.S#&igment for an SAR may be made in cash or saclletermined by the Governance
Committee.
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Restricted Stock and Restricted Stock Units. Restricted stock and restricted stock units maguigect to such restrictions and conditions as
the Governance Committee determines and all réstiewill expire at such times as the Governanom@ittee specifies.

Sock Awards. The Governance Committee may award to participamts, quarterly or other basis, a specified nursbebommon shares
or a number of common shares equal to a dollarevatudetermined by the Governance Committee fnora td time.

Deferred Stock Units. Each participant may elect to have restricted stotis or other stock awards under the Directon Bkid in the

form of deferred stock units upon vesting or payhwérsuch award, which deferred stock units willdoedited to a bookkeeping account in
the name of the participant in accordance withDhector Plan.

Formula Awards. Unless otherwise determined by the Governance Ctmenihe following awards will be made automatical

(1) On the business day following the day aipigent is first elected or appointed to the Boafdirectors, such participant will be
granted Common Shares equal to $100,000 dividegtéfair market value of a Common Share on thethayarticipant is elected
or appointed to the Board; a

(2) On the business day following the annualtingeof shareholders beginning with the 2006 anmueéting, each participant will be
granted the number of restricted stock units etpu&i5,000 divided by the fair market value of ancoon share on the day of the
annual meeting. Such restricted stock units wilphi-out in common shares at the end of a onevgsériction period unless the
participant elects to be paid in deferred stocksuro-rata payment will be made in the eventrigigant terminates service prior to
the end of the or-year restriction perioc

Further Elections. Any participant may elect to have all or any partaf the cash portion of his or her Director Corrgagion paid in
common shares and may further elect to have ahgrmortion of any Director Compensation that thgipipant has elected to receive in
common shares and any awards granted as Directop&usation paid in the form of deferred stock ymitsich will be credited to the
participant’s account. For the portion of a papiit's cash Director Compensation that he or sietto receive in common shares, the
number of common shares to be issued will equatéisé amount that would have been paid dividedhbyair market value of one common
share on the first business day immediately pregetie date on which such cash amount would haee paid. Awards that are so deferred
pursuant to the Director Plan will be creditedte tieferred stock units account on a one for os&sbha

An election under the Director Plan must tsein writing and delivered to Brush Engineeredeévials prior to the first day of the

calendar year for which the Director Compensatianila be earned. Special rules apply to the 2006tgra$45,000 worth of restricted stock
units and in the year a new director joins the Boar

Deferral. If a participant elects to receive deferred stogitsy there will be credited to the participanttsaunt as of the day such Director
Compensation would have been paid, the numberfefrgel stock units which is equal to the numberafimon shares that would otherwise
have been delivered to the participant on such d&ie deferred stock units credited to the parict{s account (plus any additional shares
credited as described above) will represent thelrauraf common shares that Brush Engineered Masesidll issue to the participant at the
end of the deferral period. Unless otherwise pregidnder the Director Plan or any award grante@wuticge Director Plan, all deferred stock
units awarded under the Director Plan will vest%0@pon the award of such deferred stock units.

The deferred stock units will be subject aeferral period beginning on the date of creditmg¢ghe participant’s account and ending upon
termination of service as a director or such offegiod as the participant may have elected. Thiegef deferral will be for a minimum
period of one year, except in the case where thecjpant elects a deferral period determined bgnance to his or her termination of service
as a director. The participant may elect paymeatlump sum or payment in equal installments ower ér
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ten years. If the participant does not specifyreetfor payment, the participant will receive payigoon termination of service as a director
and if no method of payment is specified by thdipi@ant, he or she will receive payment in a lusgyon. Elections with respect to time and
method of payment must be made at the same tirtteeadection to defer. A participant may changepfeod of deferral by filing a
subsequent election with Brush Engineered Mateaitlsast twelve months before the date of theipusly elected payment date, and the
newly elected payment date (or payment commencedate} must be at least five years after the ptshjoelected payment date (or the
previously elected payment commencement date). Menveuch modification will not be effective unldgbs participant remains a director
at least twelve months after the date on which sagtification was made. During the deferral peritba, participant will have no right to
transfer any rights under his or her deferred stotts and will have no other rights of ownerstiprein.

A participant’s account will be credited dglee last day of each calendar quarter with thaminer of additional deferred stock units equal
to the amount of cash dividends paid by Brush BEegied Materials during such quarter on the numbeormmon shares equivalent to the
number of deferred stock units in the participaatsount from time to time during such quarterdi by the fair market value of one
common share on the day immediately precedingatteblusiness day of such calendar quarter. Suatedi equivalents, which will likewis
be credited with dividend equivalents, will be dedel until the end of the deferral period for tlefedred stock units with respect to which the
dividend equivalents were credited.

Notwithstanding the foregoing,

«if, upon the participant’s termination of serviceadirector, the value of the participargiccount is less than $10,000, the amou
such participar's account will be immediately paid to the participa cash or common shart

«if a change in control of Brush Engineered Matsriaicurs, the amount of each participariccount will immediately be paid to 1
participant in full; anc

«in the event of an unforeseeable emergency, asatbih Section 409A of the Internal Revenue CodEd86, that is caused by an
event beyond the control of the participant and Wauld result in severe financial hardship to ithdividual if acceleration were n
permitted, the Governance Committee will accelettaepayment to the participant of the participaat.count, but only up to the
amount necessary to meet the emerge

Delivery of Shares. Brush Engineered Materials will make delivery oftifeates representing the common shares whichrgipant is
entitled to receive 60 days following the participa right to receive such common shares.

Administration. The Director Plan is to be administered by the Goaece Committee. The Governance Committee is aattbto
interpret the Director Plan and related agreemamtisother documents.

Transferability. Except as described below, no option right, SARtber derivative security granted under the DireBlian is transferable
by a participant except, upon death, by will or s of descent and distribution. Except as otisrwetermined by the Governance
Committee, option rights and SARs are exercisabtind the participant’s lifetime only by him or her by his or her guardian or legal
representative.

The Governance Committee may specify at #ie df grant that part or all of the common shénasare (1) to be issued or transferred by
Brush Engineered Materials upon exercise of optigimts or SARs, upon termination of the restrictpmriod applicable to restricted stock
units or (2) no longer subject to the substaniid of forfeiture and restrictions on transfer reéel to in the Director Plan with respect to
restricted shares, will be subject to further ietms on transfer.

The Governance Committee may determine thido rights and SARs may be transferable by agipaint, without payment of
consideration therefor by the transferee, onlyny @ne or more members of the participamthmediate family; provided, however, that (1
such transfer shall be effective unless
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reasonable prior notice thereof is delivered tosBriMaterials Engineered and such transfer is tifterestfected in accordance with any terms
and conditions that shall have been made applicableto by Brush Engineered Materials or the Goaece Committee and (2) any such
transferee shall be subject to the same terms@mtitons hereunder as the participant. For thegaes of the Director Plan, the term
“immediate family” means any child, stepchild, giahild, parent, stepparent, grandparent, spousigi mother-in-law, father-in-law, son-
in-law, daughter-in-law, brother-in-law, or sistartaw, including adoptive relationships, any persharing the participarsthousehold (oth¢
than a tenant or employee), a trust in which tipeseons have more than fifty percent of the beratficterest, a foundation in which these
persons (or the participant) control the managemkassets, and any other entity in which theseqgrex (or the participant) own more than
fifty percent of the voting interests.

Compliance with Section 409A of the Internal Revenue Code . The American Jobs Creation Act of 2004, enacte@october 22, 2004,
revised the federal income tax law applicable taie types of awards that may be granted undebifector Plan. To the extent applicabl
is intended that the Director Plan and any grargderunder the Director Plan comply with the prarisiof Section 409A of the Internal
Revenue Code. The Director Plan and any grants mnadier the Director Plan will be administered imanner consistent with this intent, ¢
any provision of the Director Plan that would catrszDirector Plan or any grant made under thedborePlan to fail to satisfy Section 409A
shall have no force and effect until amended toplgmwith Section 409A (which amendment may be rdtive to the extent permitted by
Section 409A and may be made by Brush Engineeradridis without the consent of the participants)yAeference to Section 409A will
also include any proposed, temporary or final ragohs, or any other guidance, promulgated witpeesto such Section by the U.S.
Department of the Treasury or the Internal Reve®erice.

Effective Date. The Director Plan will be effective on the date iediately following the date the Director Plan igpapved by
shareholders. Special rules apply to any accodanbas held by a participant under the 2005 Direetan in the form of deferred shares.

Termination or Amendment of the Director Plan. The Governance Committee may at any time and fiora to time terminate, amend or
suspend the Director Plapr,ovided, however, that the Governance Committee may not materiatbr éhe Director Plan without shareholder
approval, including by increasing the benefits aedrto participants under the Director Plan; insirggaithe number of securities which may
issued under the Director Plan; modifying the regmients for participation in the Director Planpgrincluding a provision allowing the
Board or the Governance Committee to lapse or waisgictions at its discretion. An amendment ertrmination of the Director Plan will
not adversely affect the right of a participantdoeive common shares issuable or cash payabliie effective date of the amendment or
termination.

Term of the Director Plan. No grant will be made under the Director Plan ntben 10 years after the date on which the Diréetan is
first approved by shareholders, but all grants n@uder prior to such date will continue in effdotteafter subject to the terms thereof and of
the Director Plan.
Federal Income Tax Consequences

The following is a brief summary of some loé federal income tax consequences of certaindctinss under the Director Plan based on
federal income tax laws in effect on January 1,620this summary is not intended to be completedwesd not describe state or local tax
consequences.

Tax Conseguences to Participants

Nonqualified Option Rights. In general,

* no income will be recognized by an optionee atitine a no-qualified option right is grante:

« at the time of exercise of a non-qualified opti@ht, ordinary income will be recognized by theiopee in an amount equal to the
difference between the option price paid for therek and the fair market value of the shares,rsiricted, on the date of exercise;
and
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« at the time of sale of shares acquired pursuathet@xercise of a non-qualified option right, ajgagon (or depreciation) in value
of the shares after the date of exercise will bated as either short-term or long-term capitat ¢ai loss) depending on how long
the shares have been he

SARs. No income will be recognized by a participant imeection with the grant of a tandem SAR or a friaeding SAR. When the SAR
is exercised, the participant normally will be riqd to include as taxable ordinary income in tearyof exercise an amount equal to the
amount of cash received and the fair market vafag unrestricted common shares received on thecise.

Restricted Sock. The recipient of restricted stock generally willdaebject to tax at ordinary income rates on therferket value of the
restricted stock (reduced by any amount paid byp#r&cipant for such restricted stock) at suctetas the shares are no longer subject to
Restrictions. However, a recipient who so electem$ection 83(b) of the Internal Revenue Codeiw0 days of the date of transfer of the
shares will have taxable ordinary income on the détransfer of the shares equal to the excetsedhir market value of such shares
(determined without regard to the Restrictions)rdtie purchase price, if any, of such restrictedlst!f a Section 83(b) election has not been
made, any dividends received with respect to i&etitistock that is subject to the Restrictions gahewill be treated as compensation that is
taxable as ordinary income to the participant.

Restricted Stock Units. No income generally will be recognized upon the rana restricted stock units. Any subsequent tranef
unrestricted common shares or cash in satisfacfiench award will generally result in the recigiescognizing ordinary income at the time
of transfer, in an amount equal to the aggregatuatof cash and the fair market value of the united shares of common stock received
over the amount paid, if any, by the participant.

Stock Awards

The recipient of a stock award generally Wwélsubject to tax at ordinary income rates orfalrenarket value of the stock award (reduced
by any amount paid by the participant for suchlstat the time of grant.

Deferred Stock Units

The recipient of the deferred stock unitd gé@inerally be subject to tax at ordinary incontesan the fair market value of the common
shares received in satisfaction of the deferreckstimits at the time of distribution.

Tax Conseguences to Brush Engineered Materials or Subsidiary

To the extent that a participant recognizelénary income in the circumstances described atB®uesh Engineered Materials or the
subsidiary for which the participant performs seegi will be entitled to a corresponding deductiovialed that, among other things, the
income meets the test of reasonableness and islaraxy and necessary business expense.

VOTE REQUIRED
A favorable vote of the majority of votes ttas the matter is necessary for approval of thedor Plan.
The Board of Directors of Brush Engineered Materiaé unanimously recommends a vote FOR Proposal 3 tgparove the Director
Plan.
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NEW PLAN BENEFITS
Non-employee Director Equity Plan

Restricted Stock
Units

Name and Positior Number Value ($)
Gordon D. Harnet 0 0
Chairman of the Board, Preside
and Chief Executive Office
Richard J. Hipple 0 0
President and Chit
Operation Officel
John D. Gramp 0 0
Vice President Finance au
Chief Financial Office
Daniel A. Skoct 0 0
Senior Vice Presider
Administration

Executive Officer Grou| 0 0
Non-Executive Director Group 20,96" 360,00(
Non-Executive Officer Employee Grot 0 0

* This reflects the annual grant for 2006 of $4B),@vorth of restricted stock units for each of éight non-employee directors. The number
of restricted stock units assumes a price of $17.@7 the average of the high and low stock poiseMarch 7, 200¢
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4. APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACC OUNTING FIRM

The Audit Committee has appointed Ernst & N@ULP as the independent registered public acaogifitm for fiscal 2006 and presents
this selection to the shareholders for ratificatiémst & Young LLP will audit our consolidated &incial statements for fiscal 2006 and
perform other permissible, pre-approved serviceprésentatives of Ernst & Young LLP are expectdoktpresent at the 2006 Annual
Meeting. These representatives will have the opipdtst to make a statement if they desire to dorgbwill respond to appropriate questions.

Preapproval Policy for External Auditing Services

The Audit Committee has established a pakegarding pre-approval of all audit and non-aueiviEes expected to be performed by our
independent registered public accounting firm,udaig the scope of and estimated fees for suchcgesrvOur independent registered public
accounting firm, after consultation with managemeiill submit a budget, based on guidelines sehfor the policy, for the Audit
Committee’s approval for its annual audit and asded quarterly reviews and procedures. Managenaéiet, consultation with our
independent registered public accounting firm, ailbmit a budget, based on guidelines set forthérpolicy, for the Audit Committee’s
approval for audit related, tax and other serviodse provided by our independent registered pwagounting firm for the upcoming fiscal
year. The policy prohibits our independent regedgoublic accounting firm from providing certaimsees described in the policy
prohibited services. The Audit Committee approvitdfahe estimated fees described below undehteading “External Audit Fees.”

External Audit Fees

2005 2004
Audit Fees $1,509,50! $1,256,40I
Audit-Related Fee 183,50( 89,55(
Tax Fees 231,50( 103,20(
All Other Fees 0 0
Total $1,924,50! $1,449,15I

Audit Fees

Audit fees consist of fees billed for professl services rendered for the integrated audituwfconsolidated financial statements and on
management’s assessment and effectiveness ofahtamtrol over financial reporting and review bétinterim consolidated financial
statements included in quarterly reports and auit®nnection with statutory requirements.

Audit-Related Fees

Audit-related services principally includeetaudit of financial statements of our employeeefieplans and accounting assistance and
advisory services related to the Sarbanes-OxleyoA2002.
Tax Fees

Tax fees include corporate tax complianceatdvice and tax planning.

All Other Fees

We had no fees included in “All Other Feestidg 2005.

The Board of Directors of Brush Engineered Materia unanimously recommends a vote FOR Proposal 4 tatify and appoint the
role of Ernst & Young LLP as independent registeredpublic accounting firm for the year 2006.
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SHAREHOLDER PROPOSALS

We must receive by November 28, 2006, anpg@sal of a shareholder intended to be presenténd &007 annual meeting of Brush
Engineered Materials’ shareholders and to be irealud our proxy, notice of meeting and proxy staehrelated to the 2007 annual meeting
pursuant to Rule 14a-8 under the Securities amth&hge Act of 1934. These proposals should be stdzhby certified mail, return receipt
requested. Proposals of shareholders submitte@eutse processes of Rule 14a-8 under the Exchaogi®a connection with the 2007
annual meeting must be received by us on or befieréate determined in accordance with our codegflations or they will be considered
untimely under Rule 14a-4(c) of the Exchange Alectder our code of regulations, proposals generallgt be received by us no fewer than
60 and no more than 90 days before an annual nge¢towever, if the date of a meeting is more tleandays from the anniversary of the
previous year's meeting and we do not give notfcla® meeting at least 75 days in advance, propasakt be received within ten days from
the date of our notice. Our proxy related to the72@nnual meeting of Brush Engineered Materialatsholders will give discretionary
authority to the proxy holders to vote with respecall proposals submitted outside the procesbBaile 14a-8 received by us after the date
determined in accordance with our code of regutatio

OTHER MATTERS

We do not know of any matters to be brougtibi®e the meeting except as indicated in the notlosvever, if any other matters properly
come before the meeting for action of which werttl have notice prior to March 1, 2006, or thatl@gple laws otherwise permit proxies to
vote on a discretionary basis, it is intended thatperson authorized under solicited proxies nwag or act thereon in accordance with his
own judgment.

By order of the Board of Directors,
Brush Engineered Materials Inc.

Michael C. Hasycha
Secretary

Cleveland, Ohio
March 16, 2006
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APPENDIX A

BRUSH ENGINEERED MATERIALS INC.
AUDIT COMMITTEE CHARTER
(as adopted by the Board of Directors on February ,72006)

Purposes

This Charter governs the operations of thdid@ommittee of the Board of Brush Engineered Mate Inc. The Audit Committee has
been created by the Board to (a) assist the Bodidfilling the Board’s oversight responsibilitiés the shareholders, potential shareholders
and other constituencies with respect to (i) thegrity of the Company’s financial statements, ti¢@ Company’s financial reporting process
and compliance with ethics policies and legal atigtioregulatory requirements, (i) the independmditors’ qualifications and
independence, (iv) the Company’s systems of intexo@ounting and financial controls and (v) thefpenance of the independent auditors
and of the Company’s internal audit function; abpgrepare the Audit Committee’s report, made pamsto the Securities Exchange Act of
1934 (the “Exchange Act”), to be included in then@@any’s annual proxy statement (the “Audit ComneitReport”).

Composition of the Audit Committee
Number. The Audit Committee is appointed by the Board andomprised of at least three members.
Qualifications. Each Audit Committee member is to have all of Wiefving qualifications:

1) Each Audit Committee member must meetitidependence criteria of (a) the rules of the Newnk Stock Exchange, Inc., as such
requirements are interpreted by the Board in isr®ss judgment and (b) Section 301 of the Sarb@mésy Act of 2002 and any rules
promulgated thereunder by the Securities and Exggh@ommission“ SEC”).

2) Each Audit Committee member must be fimghcliterate or become financially literate witha reasonable period of time after
or her appointment to the Audit Committee. Addititiy, at least one member of the Audit Committemilave accounting or related
financial management expertise sufficient to meetdriteria of a financial expert within the meanuof Section 407 of the Sarbanes-
Oxley Act of 2002 and any rules promulgated thedenrby the SEC. The Board shall determine, inutsitess judgment, whether a
member is financially literate and whether at least member has the requisite accounting or firdesipertise and meets the financial
expert criteria. The designation or identificatmia person as an “audit committee financial eXpsrall not (a) impose on such person
any duties, obligations or liability that are gexahan the duties, obligations and liability impdon such person as a member of the
Audit Committee and Board in the absence of sudigdation or identification, or (b) affect the dagtj obligations or liability of any oth
member of the Audit Committee or Boa

3) Each Audit Committee member is to reeeig compensation from the Company only those fofraempensation as are not
prohibited by Section 301 of the Sarbanes-Oxleydd&@002 and the rules and listing requirementsnuigated thereunder by the SEC
and the NYSE. Permitted compensation includesitagtbr’'s fees (which includes all forms of compatisn paid to directors of the
Company for service as a director or member of ar@€ommittee) and/or (b) fixed amounts of compgosainder a retirement plan
(including pension payments or other deferred carsgion) for prior service with the Company proddbat such compensation is not
contingent in any way on continued servi

4) If an Audit Committee member simultanglgiserves on the audit committee of more tharetbmmpanies that are required to file
reports pursuant to Sections 13 or 15(d) of thautées Exchange Act of 1934, as amended, (inclydie Company), the Board must
determine that such simultaneous service wouldmpair the ability of such member to effectivelynseon the Audit Committee. The
Company will be required to disclose any such deitesition in its annual proxy stateme
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Appointment. The Board will appoint the members and the Chairofahe Audit Committee based on nominations madthb
Companys Governance Committee. Audit Committee membenrsesarthe pleasure of the Board and for such tertarms as the Board m
determine.

Responsibilities and Duties of the Audit Committee

The Audit Committee is responsible to overtsgeCompany’s financial reporting process on Hetfahe Board. Management is
responsible for the preparation, presentation,iategyrity of the Company’s financial statements &the appropriateness of the accounting
and reporting policies that are used by the Compahg independent auditors are responsible fortiagdhe Company'’s financial statements
and for reviewing the Company’s interim financiatements.

In performing its responsibilities, the Au@ibmmittee shall:

1) Retain the Independent Auditofithe Audit Committee has the sole authority toréin and terminate the Company’s
independent auditors, subject to shareholder appr(y) approve all audit engagement fees, termssanvices, and (c) approve any non-
audit engagements with the Company’s independatitas. The Audit Committee is to exercise thishauity in a manner consistent
with Sections 201, 202 and 301 of the SarbanesyOXd¢ of 2002 and the rules and listing standamisnulgated thereunder by the SEC
and NYSE. The Audit Committee may delegate theaitthto grant any prepprovals required by such sections to one or mman@bers
of the Audit Committee as it designates, subjethéodelegated member or members reporting anymachpprovals to the Audit
Committee at its next scheduled meet

2) Review and discuss the Auditdpaiality Control: The Audit Committee is to, at least annually,adbtand review and discuss a
report by the independent auditors describingh@)adit firm’s internal quality control procedurés) any material issues raised by the
most recent internal quality control review, or pesview, of the firm, or by any inquiry or invegdition by governmental or professional
authorities, within the preceding five years, resdipg) one or more independent audits carried ouhbyfirm, and (c) any steps taken to
deal with any such issue

3) Review and discuss the Independendieeofuditors: In connection with the retention of the Comparigdependent auditors, the
Audit Committee is to at least annually review aigtuss the information provided by managementta@dcuditors relating to the
independence of the audit firm, including, amontgeothings, information related to the non-auditvees provided and expected to be
provided by the auditors. The Audit Committee spansible for (a) ensuring that the independenitasdsubmit at least annually to the
Audit Committee a formal written statement delimeggll relationships between the auditors anddbmpany, (b) actively engaging in a
dialogue with the auditors with respect to any ldised relationship or services that may impacoibjectivity and independence of the
auditors and (c) taking appropriate action in resgoto the auditors’ report to satisfy itself of #uditors’ independence. In connection
with the Audit Committee’s evaluation of the aud#dndependence, the Audit Committee is to alsden® and evaluate the lead partner
of the independent auditors and take such stepsgde required by law with respect to the regudgation of the lead audit partner and
the reviewing audit partner of the independentauslj and consider whether or not there shouldtaion of the independent audit firm
itself.

4) Set Hiring PoliciesThe Audit Committee is to set clear hiring paisifor employees or former employees of the indépen
auditors, which include the restrictions set fortlsection 206 of the Sarbar-Oxley Act of 2002

5) Review and Discuss the Audit Piarhe Audit Committee is to review and discuss \tfith independent auditors the plans for, and
the scope of, the annual audit and other examimatiacluding the adequacy of staffing and compemsz

6) Review and Discuss Conduct of the Audite Audit Committee is to review and discuss wfith independent auditors the mat
required to be discussed by Statement on Audittagdards No. 61 relating to the conduct of thetaadiwell as any audit problems or
difficulties and
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management’s response, including (a) any restnictn audit scope or on access to requested iafiiwm (b) any disagreements with
management and (c) significant issues discusséddthétindependent auditors’ national office. ThelA@ommittee is to decide all
unresolved disagreements between management aididpendent auditors regarding financial report

7) Review and Discuss Financial StatemantsDisclosuresThe Audit Committee is to review and discuss veigipropriate officers
of the Company and the independent auditors thaarmudited and quarterly financial statementhef@ompany, including (a) the
Company'’s disclosures under “Management’s Discasaia Analysis of Financial Condition and Resuft®perations,” and (b) the
disclosures regarding internal controls and othettens required to be reported to the Audit Comamaitty Section 302 and 404 of the
Sarbane-Oxley Act of 2002 and any rules promulgated thedeury the SEC

8) Review and Discuss the Content of FingriPress Release3he Audit Committee is to review and discussdbetent of all
financial press releases (including any use of fprma” or “adjusted” non-GAAP information), as Wwak financial information and
earnings guidance provided to analysts and ratjegees (which review may occur after issuanceraag be done generally as a review
of the types of information to be disclosed andftven of presentation to be mad

9) Review and Discuss Internal Audit Plamfe Audit Committee is to review and discuss whith Director of Internal Auditing and
appropriate members of the staff of the interndiiting department the plans for and the scope@if thngoing audit activities, including
adequacy of staffing and compensation. The Audih@ittee is to review and approve management’s app@int, termination or
replacement of the Chief Internal Audit

10) Review and Discuss Internal Audit RépoThe Audit Committee is to review and discuss whitd Chief Internal Auditor and
appropriate members of the staff of the internditing department the annual report of the audivaies, examinations and results
thereof of the internal auditing departme

11) Review and Discuss the Systems ofmateAccounting Controls The Audit Committee is to review and discuss whité
independent auditors, the Chief Internal Auditbe General Counsel, as appropriate, and, if atltetextent deemed appropriate by the
Audit Committee, members of their respective stifésadequacy of the Company’s internal accourdorgrols, the Company's
financial, auditing and accounting organizationd parsonnel, and the Company’s policies and comgdigorocedures with respect to
business practices which shall include the diseckstegarding internal controls and matters reduiebe reported to the Audit
Committee by Section 302 and 404 of the Sart-Oxley Act of 2002 and any rules promulgated thedeurby the SEC

12) Review and Discuss the Audit Reslifthe Audit Committee is to review and discuss wfith independent auditors (a) the report
of their annual audit, or proposed report of tlaginual audit, (b) the accompanying management |déttny, (c) the reports of their
reviews of the Company'’s interim financial statetsezonducted in accordance with Statement on Agiitandards No. 71, and (d) the
reports of the results of such other examinatianside of the course of the independent auditavamal audit procedures that the
independent auditors may from time to time undertdlhe foregoing is to include the reports requibrg&ection 204 of the Sarbanes-
Oxley Act of 2002 and the rules and listing staddgsromulgated thereunder by the SEC and NYSE,andppropriate, (a) a review of
major issues regarding (i) accounting principled inancial statement presentations, including sigpificant changes in the Company’s
selection or application of accounting principlesl ii) the adequacy of the Company’s internal oalstand any special audit steps
adopted in light of material control deficienci@s) a review of analyses prepared by managemeiibatigt independent auditors setting
forth significant financial reporting issues andgments made in connection with the preparatiah@financial statements, including
analyses of the effects of alternative GAAP methmuishe financial statements and (c) a review efdfiect of regulatory and accounting
initiatives, as well as o-balance sheet structures, on the financial statenoéthe Company
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13) _Obtain Assurances under Section 10a{lthe Exchange ActThe Audit Committee is to obtain assurance frominhdependent
auditors that in the course of conducting the atindite have been no acts detected or that haveaagieecome to the attention of the audit
firm that require disclosure to the Audit Committealer Section 10A(b) of the Exchange #

14) Discuss Risk Management Polici&he Audit Committee is to discuss policies wispect to risk assessment and risk
management to assess and manage the Company’'siexpmsisk. The Audit Committee should discuss@oenpany’s major financial
risk exposures and the steps management has takeonitor and control these exposures. The Audih@dtee should periodically
review the Company’s contingency plans for protetf vital information and business conduct indfrent of an operations
interruption.

15) Obtain Reports Regarding Conformitythithe Compans Code of Conduct PolicyThe Audit Committee is to periodically
obtain reports from management and the Companyisf Giternal Auditor that the Company and its sdiziy/foreign affiliated entities
are in conformity with the Company’s Code of ContdRalicy. The Audit Committee should advise the Boaith respect to the
Compan’s policies and procedures regarding compliance thethCompan’s Code of Conduct Polic

16) Obtain Reports Regarding Conformitythtiegal RequirementsThe Audit Committee is to periodically obtain eefs from
management and the Company’s Chief Internal Auditat the Company and its subsidiary/foreign a&fdd entities are in conformity
with applicable legal requirements. Similar infotioa should be obtained from the Company’s indepehduditors, as appropriate,
based on known events and/or issues. The Audit Gtieeshould advise the Board with respect to them@any’s policies and
procedures regarding compliance with applicableslamnd regulation:

17) _Establish Procedures for Complaintgd®éing Financial Statements or Accounting PoliciEse Audit Committee is to establi
procedures for (a) the receipt, retention, andrmeat of complaints received by the Company regardiccounting, internal accounting
controls, or auditing matters; and (b) the conftég@nanonymous submission by employees of the Gompf concerns regarding
guestionable accounting or auditing matters asiregiy Section 301 of the Sarbanes-Oxley Act @f28nd the rules and listing
standards promulgated thereunder by the SEC andENYISe Audit Committee is to discuss with managedmaed the independent
auditor any correspondence with regulators or guwental agencies regarding complaints or concertteedCompany’s financial
statements, accounting policies or business pex

18) Discuss With General Counsel Mattezgdding Financial Statements or Compliance Pgalicénnually, and to the extent
deemed required, the Audit Committee should disatidsthe Company’s General Counsel legal matteais tnay have a material impact
on the financial statements or the Company’s camnpk policies. The Audit Committee is to receivgorés from the Company’s counsel
of evidence of any material violation of securiti@&'s or breaches of fiduciary dutit

19) Review and Discuss Other Mattefsie Audit Committee should review and discushstber matters that relate to the
accounting, auditing and financial reporting preesi and procedures of the Company as the Audit Gesmay, in its own discretion,
deem desirable in connection with the review funtdidescribed abov

20) _Make Board Report3he Audit Committee should report its activitiegularly to the Board in such manner and at simebs as
the Audit Committee and the Board deem appropriatein no event less than once a year. This répaatinclude the Audit
Committed s conclusions with respect to its evaluation ofititependent auditor

21) Maintain FlexibilityThe Audit Committee, in carrying out its responigiieis, policies and procedures should remain Beiin
order to best react to changing conditions andinistances. The Audit Committee should take appatgections to set the overall
corporate“tone” for quality financial reporting, sound business psactices, and ethical behavi
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Meetings of the Audit Committee

The Audit Committee should meet in persotetgphonically at least quarterly, or more freqlieas it may determine necessary, to
comply with its responsibilities as set forth haréihe Chair of the Audit Committee is, in constidta with the other members of the Audit
Committee, the Company'’s independent auditors hadppropriate officers of the Company, respondiriealling meetings of the Audit
Committee, approve and/or establish agendas threaatbsupervising the conduct thereof. The Audiin@uottee may also take any action
permitted hereunder by unanimous written consent.

The Audit Committee may request any officeemployee of the Company or the Company’s outisidal counsel or independent
auditors to attend a meeting of the Audit Commitieéo meet with any members of, or consultantsite Audit Committee. The Audit
Committee should meet with the Company’s managenteainternal auditors and the independent awsljteriodically in separate private
sessions to discuss any matter that the Audit Caéteepimanagement, the independent auditors oratheln persons believe should be
discussed privately.

Resources and Authority of the Audit Committee

The Audit Committee is to have the resousnesd authority appropriate to discharge its resgilitss and carry out its duties as required
by law, including the authority to engage outsidditors for special audits, reviews and other ptdoices and to engage independent counsel
and other advisors, experts or consultants. ThetAZammittee may also, to the extent it deems resngsor appropriate, meet with the
Company'’s investment bankers or financial analysts follow the Company.

Audit Committee Report
The Audit Committee will prepare, with thesissance of management, the independent auditdrsaiside legal counsel, the Audit
Committee Report.

Annual Review of Charter

The Audit Committee will conduct and reviewtiwthe Board annually an evaluation of this Chaatred recommend any changes to the
Board. The Audit Committee may conduct this chagteluation in such manner as the Audit Committeds business judgment, deems
appropriate.

Annual Performance Evaluation

The Audit Committee will conduct and revievtiwthe Board annually an evaluation of the Audiin@nittee’s performance with respect
to the requirements of this Charter. The Audit Catree may conduct this performance evaluation cthsmanner as the Audit Committee, in
its business judgment, deems appropriate.

Consistent with the New York Stock Exchanigtrlg requirements, this Charter will be includedthe Company’s website and will be
made available upon request sent to the Compamrgetary. This Charter will also be periodicallybpshed in the proxy statement relating
to the Company’s annual meeting of shareholders.
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APPENDIX B

BRUSH ENGINEERED MATERIALS INC.
2006 STOCK INCENTIVE PLAN
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BRUSH ENGINEERED MATERIALS INC.
2006 STOCK INCENTIVE PLAN

1. Purpose.The purpose of this Plan is to attract and retéfinars, other key employees and consultants osBrangineered Materials
Inc. (the “Corporation”) and its Subsidiaries angtovide such persons with incentives and rewimdsuperior performance and to promote
equity participation by the officers, key employees! consultants of the Corporation, and therelmjarcing a mutuality of interest with
other shareholders, and permitting officers, kepleyees and consultants to share in the Corporatgrowth.

2. Definitions. As used in this Plan,

“Appreciation Right” means a right granted pursuant to Section 8 ofRlas, including a Free-standing Appreciation Rigind a
Tandem Appreciation Right.

“Base Price” means the price to be used as the basis for detiaigithe Spread upon the exercise of a Free-stggpreciation Right.
“Board” means the Board of Directors of the Corporation.

A“Change in Control” of the Corporation shall have the meaning deterthinethe Committee from time to time.

“Code” means the Internal Revenue Code of 1986, as amdratadime to time.

“Committee” means the committee described in Section 10(&)ieRian.

“Common Shares” means (i) Common Shares without par value of thgp@ation and (ii) any security into which Commadmages may
be converted by reason of any transaction or esfethie type referred to in Section 11 of this Plan.

“Covered Employee” means a Participant who is, or is determined byCibmmittee to be likely to become, a “covered emgdd within
the meaning of Section 162(m) of the Code (or argsssor provision).

“Date of Grant” means the date specified by the Committee on wdigiant of Performance Restricted Shares, Perfaren8hares or
Performance Units, Option Rights, Appreciation Regbr a grant or sale of Restricted Shares or ResirStock Units shall become effective,
which shall not be earlier than the date on whith@ommittee takes action with respect thereto.

“Designated Subsidiary” means a subsidiary that is (i) not a corporatiofiipa corporation in which at the time the Coration owns or
controls, directly or indirectly, less than 80 partof the total combined voting power represetgdll classes of stock issued by such
corporation.

“Evidence of Award” means an agreement, certificate, resolution oraytpe or form of writing or other evidence apprdJ®y the
Committee which sets forth the terms and conditimfithie award granted. An Evidence of Award mayrnbany electronic medium, may be
limited to a notation on the books and record$ief@orporation and, with the approval of the Corteritneed not be signed by a
representative of the Corporation or a Participant.

“Free-standing Appreciation Right” means an Appreciation Right granted pursuant t¢éic&e8 of this Plan that is not granted in tandem
with an Option Right.

“Incentive Stock Option” means an Option Right that is intended to quakfaa “incentive stock option” under Section 422haf Code
or any successor provision thereto.

“Management Objectives” means the measurable performance objective ortbgsestablished pursuant to this Plan for Paicis
who have received grants of Performance Restristedes, Performance Shares or Performance Unitghen so determined by the
Committee, Option Rights, Appreciation Rights, Rettd Stock Units or dividend credits. Managem@hjectives may be described in ter
of Corporation-
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wide objectives or objectives that are relatechtofgerformance of the individual Participant othef Subsidiary, division, department, region
or function within the Corporation or Subsidiaryimich the Participant is employed. The Managen@jectives may be relative to the
performance of other companies. The Managementofiigs applicable to any award to a Participant vghor is determined by the
Committee to be likely, to become, a Covered Emgtoghall be limited to specified levels of or griowt one or more of the following
criteria:

(i) Profits (e.g., operating income, EBIT, EBT, net incomeneays per share, residual or economic earningseseth
profitability metrics could be measured before sldtems and/or subject to GAAP definitior

(i) Cash Flow(e.g., EBITDA, operating cash flow, total cash fldvee cash flow, residual cash flow or cash fl@twurn on
investment)

(i) Returns (e.qg., profits or cash flow returns on: assetsegated capital, net capital employed, and equ

(iv) Working Capital (e.g., working capital divided by sales, days’ salatstanding, days’ sales inventory, and dayg'ssial
payables, or any combination there:

(v) Profit Margins (e.qg., profits divided by revenues, gross marginsmaterial margins divided by revenues, and viiab
margin divided by sales

(vi) Liquidity Measures (e.g.,deb-to -capital,deb-to -EBITDA, total debt ratio, EBITDA multiple)

(vii) Sales Growth, Cost Initiative and Stock Price Metrés (e.g., revenues, revenue growth, new product ggtesth, growth
in value added sales, stock price appreciatioa] teturn to shareholders, sales and administratigés divided by sales, sales per
employee); ani

(viii) Strategic Initiative Key Deliverable Metrics consisting of one or more of the following: proddetvelopment, strategic
partnering, research and development, market ety geographic business expansion goals, cagdtta customer satisfaction,
employee satisfaction, management of employmertipess and employee benefits, supervision of litggaand information
technology, increase in yield and productivity gugls relating to acquisitions or divestitures utfsidiaries, affiliates and joint
ventures

If the Committee determines that a change in thsiniess, operations, corporate structure or cagiitatture of the Corporation, or the manner
in which it conducts its business, or other eventsircumstances render the Management Objectinegitable, the Committee may in its
discretion modify such Management Objectives orétated minimum acceptable level of achievemeniyhole or in part, as the Committee
deems appropriate and equitable, except in theafas€overed Employee where such action wouldré@sthe loss of the otherwise
available exemption of the award under Section m§2f the Code. In such case, the Committee willmake any modification of the
Management Objectives or minimum acceptable lezathievement with respect to such Covered Employee

“Market Value per Share” means, as of any particular date, the fair marktesof the Common Shares as determined by the Gitee!
“Nonqualified Option” means an Option Right that is not intended to,ifjuat a Tax-qualified Option.

“Optionee” means the person so designated in an Evidence afd\@videncing an outstanding Option Right.

“Option Price” means the purchase price payable upon the exafcégeOption Right.

“Option Right” means the right to purchase Common Shares frof@dngoration upon the exercise of a Nonqualifiedi@por a Tax-
qualified Option granted pursuant to Section 7hig Plan.
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“Participant” means a person who is selected by the Committesctive benefits under this Plan and (i) is at tina¢ an officer,
including without limitation an officer who may albe a member of the Board, or other salaried eygplor consultant of the Corporation or
a Subsidiary or (ii) has agreed to commence selivirgny of such capacities, within 90 days of treeDof Grant. The term “Participant” shall
also include any person who provides servicesedCibrporation or a Subsidiary that are equivaleniose typically provided by an
employee.

“Performance Period” means, in respect of a Performance Share or PaafarenUnit, a period of time established pursua®ection 5
of this Plan within, which, the Management Objeetrelating thereto is to be achieved.

“Performance Restricted Shares’means Common Shares granted pursuant to Sectibthié ®lan as to which neither substantial ris
forfeiture nor the restrictions on transfer refdrte in such Section 4 has expired.

“Performance Share” means a bookkeeping entry that records the equivafeone Common Share and is awarded pursuaredoc® 5
of this Plan.

“Performance Unit” means a bookkeeping entry that records a unit atgrivto the Market Value per Share of one Comntmré&on
the Date of Grant and is awarded pursuant to Sestiof this Plan.

“Plan” means the Brush Engineered Materials Inc. 2006kStaentive Plan, as may be amended from timente ti

“Restricted Shares” means Common Shares granted or sold pursuant tmi$éoof this Plan as to which neither the subtshnsk of
forfeiture nor the restrictions on transfer refdrte in such Section 6 has expired. Restrictedeéhare not subject to Management Objectives
specified by the Committee.

“Restriction Period” means the period of time during which RestricteatltJnits are subject to restrictions under Secliaf this Plan.

“Restricted Stock Units” means an award pursuant to Section 9 of this Hlémeaight to receive Common Shares at the eral of
specified Restriction Period.

“Spread” means, in the case of a Fr&tending Appreciation Right, the amount by which karket Value per Share on the date wher
such right is exercised exceeds the Base Pricéfigoeio such right or, in the case of a Tandem Aggation Right, the amount by which the
Market Value per Share on the date when any sgth is exercised exceeds the Option Price spedifi¢gige related Option Right.

“Subsidiary” means a corporation, company or other entity (igast 50 percent of whose outstanding sharescorities (representing
the right to vote for the election of directorsother managing authority) are, or (ii) which does Imave outstanding shares or securities (as
may be the case in a partnership, joint venturenorcorporated association), but at least 50 pém@ianhose ownership interest representing
the right generally to make decisions for such oémdity is, now or hereafter, owned or controlldiectly or indirectly, by the Corporation
except that for purposes of determining whether@arngon may be a Participant for purposes of aagtgf Incentive Stock Options,
“Subsidiary” means any corporation in which at tinee the Corporation owns or controls, directlyiradirectly, at least 50 percent of the total
combined voting power represented by all classesauk issued by such corporation.

“Tandem Appreciation Right” means an Appreciation Right granted pursuant t¢i@e8 of this Plan that is granted in tandem vaith
Option Right.

“Tax-qualified Option” means an Option Right that is intended to qualifger particular provisions of the Code, includinighaut
limitation an Incentive Stock Option.
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3. Shares Subiject to this Plan.

(a) Maximum Shares Available Under Pl:

(i) Subject to adjustment as provided iotld@ 11 of this Plan, the number of Common Sh#rasmay be issued or transferred
(A) upon the exercise of Option Rights or AppreciatRights, (B) as Restricted Shares or Perform&testricted Shares and relea
from substantial risks of forfeiture thereof, (@)gayment of Restricted Stock Units, (D) in payma&frPerformance Shares or
Performance Units that have been earned, or (Rayment of dividend equivalents paid with respe@wards made under this Plan
will not exceed in the aggregate 1,250,000 Comntoarés, plus any Common Shares relating to awaade#pire or are forfeited or
are cancelled under this Plan. Such shares malyaressof original issuance or treasury sharesconabination of the foregoin:

(i) Common Shares covered by an awardtgchander this Plan shall not be counted as uskdsiand until they are actually
issued and delivered to a Participant. Withouttiimgi the generality of the foregoing, upon paymarntash of the benefit provided
any award granted under this Plan, any Common Sliaag were covered by that award will be availdbtéssue or transfer
hereunder. Notwithstanding anything to the contcamtained herein: (A) Common Shares tenderedympat of the Option Price
a Option Right shall not be added to the aggregiate limit described above; (B) Common Shares vettitby the Corporation to
satisfy the tax withholding obligation shall not déded to the aggregate plan limit described ab@)eCommon Shares that are
repurchased by the Corporation with Option Riglaicpeds shall not be added to the aggregate plérdéscribed above; and (D) all
Common Shares covered by an Appreciation Righhdaextent that it is exercised and settled in Com®hares, whether or not all
Common Shares covered by the award are actuallgds® the Participant upon exercise of the righall be considered issued or
transferred pursuant to this Pl

(b) _Lifeof -Plan Limits.Notwithstanding anything in this Section 3, or alkere in this Plan, to the contrary and subject to
adjustment pursuant to Section 10 of this P

(i) The aggregate number of Common Sharesblgtissued or transferred by the Corporation utenexercise of Incentive Stc
Options shall not exceed 1,250,0

(i) The aggregate number of Common Shesssed as or in payment of, as the case may birPance Restricted Shares,
Performance Shares, Performance Units, RestridtaceS (and released from substantial risk of fafe) or Restricted Stock Units
shall not in the aggregate exceed 850,!

(c) _Individual Participant Limit&Notwithstanding anything in this Section 3, or @lkere in this Plan, to the contrary and subject to
adjustment pursuant to Section 10 of this P

(i) No Participant shall be granted, Restd Stock Units that specify Management ObjectiPesformance Restricted Shares,
Performance Shares, in the aggregate, for more30A®0 Common Shares during any calendar

(ii) Notwithstanding any other provisiontbis Plan to the contrary, in no event shall aastiBipant in any calendar year receive
an award of Performance Units having an aggregatéemum value as of their respective Dates of Giraecess of $1,000,00

(iif) No Participant shall be granted OptiBights or Appreciation Rights, in the aggregiemore than 100,000 Common
Shares during any calendar ye

(d) _Exclusion from Certain Restrictioiotwithstanding anything in this Plan to the contraip to 5% of the maximum number of
Common Shares provided for in Section 3(a)(i) aboay be used for awards granted under Sectionsdgh 10 of this Plan that do not
comply with the three-year requirements set fantBéctions 6(c) and 9(c) of this Plan and the azea-yequirements of Sections 4(b), 5
(b) and 9(b) of this Plar
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4. Performance Restricted SharesThe Committee may from time to time and upon secms$ and conditions as it may determine,
authorize grants to Participants of PerformanceriReésd Shares. Each such grant may utilize arsflaf the authorizations, and will be
subject to all of the requirements contained infthlewing provisions:

(a) Each grant shall constitute an immediegnsfer of the ownership of Common Shares tétrécipant in consideration of the
performance of services, entitling such Particigardividend, voting and other ownership rightdyjeat to the substantial risk of
forfeiture and restrictions on transfer hereinafederred to

(b) Any grant of Performance Restrictedr8hahall specify Management Objectives whichglfieved, will result in termination or
early termination of the restrictions applicablestah Shares and each grant shall specify in respée specified Management
Objectives, a minimum acceptable level of achieveinaed shall set forth a formula for determining tumber of Performance
Restricted Shares on which restrictions will teraténif performance is at or above the minimum Iglet falls short of full achievement
of the specified Management Objectivpspvided, however, that no such termination shall occur less thanyaee after the Date of
Grant, except in the event of retirement, deattlisability of the Participant or a Change in Cohtrfothe Corporation or similar
transaction or even

(c) Each grant may be made without paymeiadditional consideration from the Participe

(d) Each grant shall provide that the Pennce Restricted Shares covered thereby shaillfject to a “substantial risk of forfeiture”
within the meaning of Section 83 of the Code fpeaod to be determined by the Committee on the B&tGrant, and any grant may
provide for the earlier termination of such perindhe event of retirement, death or disabilitytted Participant or a Change in Control of
the Corporation or other similar transaction orrey

(e) Each grant shall provide that, durimg period for which such substantial risk of faide is to continue, the transferability of the
Performance Restricted Shares shall be prohibitedstricted in the manner and to the extent pilesdrby the Committee on the Date of
Grant. Such restrictions may include without lirtida rights of repurchase or first refusal in ther@ration or provisions subjecting the
Performance Restricted Shares to a continuing aotiat risk of forfeiture in the hands of any trierse.

(f) Any grant may require that any or allidends or other, distributions paid on the Perfance Restricted Shares during the period
of such restrictions be automatically sequeste8edh distribution may be reinvested on an immediatteferred basis in additional
Common Shares, which may be subject to the sartrictiems as the underlying award or such othetrig®ns as the Committee may
determine

(g) Each grant of Performance Restrictear&hshall be evidenced by an Evidence of Awardgwshall contain such terms and
provisions as the Committee may determine congistih this Plan. Unless otherwise directed by @mmmittee, all certificates
representing Performance Restricted Shares, tagettiea stock power that shall be endorsed inlblaythe Participant with respect to
the Performance Restricted Shares, shall be haldstody by the Corporation until all restrictidhereon lapse

5. Performance Shares and Performance UnitsThe Committee may also authorize grants of Perfone&hares and Performance
Units that shall become payable to the Participg@oin the achievement of specified Management Gibgsctiuring the Performance Period.
Each such grant may utilize any or all of the atitations, and will be subject to all of the re@mirents contained in the following provisio

(a) Each grant shall specify the numbdP@fformance Shares or Performance Units to whiphriains, which may be subject to
adjustment to reflect changes in compensationlwrdactorsprovided, however, that no such adjustment will be made in the case of
Covered Employee where su
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action would result in the loss of the otherwisaikble exemption of the award under Section 162(hthe Code

(b) The Performance Period with respe&gach Performance Share or Performance Unit widlumd period of time (not less than one
year), commencing with the Date of Grant as shaliétermined by the Committee on the Date of Gaadtmay be subject to earl
termination or other modification in the event efirement, death or disability of the ParticipanadChange in Control of the Corporation
or similar transaction or evet

(c) Each grant shall specify the Managen@rjectives that are to be achieved by the Paditipnd each grant shall specify in
respect of the specified Management Objectivesrdnmim acceptable level of achievement below whiglpayment will be made and
shall set forth a formula for determining the amtonfmrany payment to be made if performance is atbmve the minimum acceptable
level, but falls short of full achievement of thgesified Management Objective. The grant of Perforae Shares or Performance Units
shall specify that, before the Performance Shar®edormance Units will be earned and paid, thenfitee must certify that the
Management Objectives have been satis

(d) Each grant shall specify the time arahner of payment of Performance Shares or Perfarendnits that shall have been earned,
and any grant may specify that any such amounthlmagyaid by the Corporation in cash, Common Sharasycombination thereof and
may either grant to the Participant or reservénéoGommittee the right to elect among those altamem

(e) Any grant of Performance Shares magifpthat the amount payable with respect theresy mot exceed a maximum specified
by the Committee at the Date of Grant. Any grarPefformance Units may specify that the amount lplayar the number of Common
Shares issued with respect thereto may not excesdmams specified by the Committee at the Date rainG

(f) The Committee may at the Date of Gr@rPerformance Shares, provide for the paymentwdiend equivalents to the holder
thereof on either a current, deferred or contindgpasis, either in cash or in additional Common &éu

(g) Each grant of Performance Shares dioBeance Units shall be evidenced by an Evidene®vedrd, which shall contain such
terms and provisions as the Committee may deterounsistent with this Pla

6. Restricted SharesThe Committee may also authorize the grant orteaRarticipants of Restricted Shares. Each suatit gnay utilize
any or all of the authorizations, and will be subj® all of the requirements contained in thedwaiihg provisions:

(a) Each grant shall, constitute an immiedieansfer of the ownership of Common SharesédPduticipant in consideration of the
performance of services entitling such Particigardividend, voting and other ownership rights,jeabto the substantial risk of forfeitt
and restrictions on transfer hereinafter referce:

(b) Each grant or sale may be made witpayment of additional consideration or in consitlereof a payment by such Participant
that is less than the Market Value per Share abtite of Grant

(c) Each grant or sale shall provide thatRestricted Shares covered thereby shall becubja “substantial risk of forfeituretithin
the meaning of Section 83 of the Code for a pevioak least three years to be determined by therflitiese on the Date of Grant, and any
grant may provide for the earlier termination oflsperiod in the event of retirement, death orhlgs of the Participant or a Change in
Control of the Corporation or similar transactioregent.

(d) Each grant or sale shall provide tHatjng the period for which such substantial riskoofeiture is to continue, the transferability
of the Restricted Shares shall be prohibited drioted in the manner and to the extent prescriipethe Committee on the Date of Grant.
Such restrictions may include, without limitatioights of repurchase or first refusal in the Cogtimn or provision:
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subjecting the Restricted Shares to a continuibgtsitial risk of forfeiture in the hands of angrisferee

(e) Any grant or sale may require that angll dividends or other distributions paid on Restricted Shares during the period of such
restrictions be automatically sequestered. Sudfilalision may be reinvested on an immediate ormetebasis in additional, Common
Shares, which may be subject to the same restrictis the underlying award or such other restristas the Committee may determi

(f) Each grant of Restricted Shares shakwidenced by an Evidence of Award, which shattaim such terms and provisions as the
Committee may determine consistent with this Plamless otherwise directed by the Committee, alifigates representing Restricted
Shares, together with a stock power that shallolesed in blank by the Participant with respec¢h®Restricted Shares, shall be held in
custody by the Corporation until all restrictiohgteon lapse

7. Option Rights. The Committee may from time to time authorize gsantParticipants of options to purchase Commomesh&ach
such grant may utilize any or all of the authoiias, and will be subject to all of the requirensetntained in the following provisions:

(a) Each grant of Option Rights shall spetiiy number of Common Shares to which it pertz

(b) Each grant shall specify an Option @per Common Share, which shall be equal to ortgrélaan the Market Value per Share on
the Date of Gran

(c) Each grant shall specify the form ofisideration to be paid in satisfaction of the OpfRrice and the manner of payment of such
consideration, which may include (i) cash in therfaf currency or check or other cash equivaleneptable to the Corporation,
(i) nonforfeitable, unrestricted Common Sharesichtare already owned by the Optionee and havivegwe at the time of exercise that
is equal to the Option Price, (iii) any other legahsideration that the Committee may deem apptgrincluding without limitation any
form of consideration authorized under Section Bepw, on such basis as the Committee may deteriniaccordance with this Plan
and (iv) any combination of the foregoir

(d) Any grant of a Nonqualified Option maypide that payment of the Option Price may alsonlele in whole or in part in the for
of Restricted Shares or other Common Shares thatudject to risk of forfeiture or restrictions toansfer. Unless otherwise determined
by the Committee on or after the Date of Grant, m@ver any Option Price is paid in whole or in ggrtmeans of any of the forms of
consideration specified in this Section 7(d), tleerthon Shares received by the Optionee upon theisgesf the Nonqualified Option
shall be subject to the same, risks of forfeitureestrictions on transfer as those that appliedh¢ consideration surrendered by the
Optionee; provided, however, that such risks dfefiture and restrictions on transfer shall, appilydo the same number of Common
Shares received by the Optionee as applied tootffigitible or restricted Common Shares surrendeyetie Optionee

(e) To the extent permitted by law, any graaty provide for deferred payment of the Optiorc®from the proceeds of sale throug
broker of some or, all of the Common Shares to tkte exercise relate

(f) Successive grants may be made to thesaptionee regardless of whether any Option Righasiously granted to the Optionee
remain unexercise!

(g) Each grant shall specify the periog@riods of continuous employment of the Optione¢hieyCorporation or any Subsidiary that
are necessary before the Option Rights or instalteéhereof shall become exercisable, and any gnagtprovide for the earlier exercise
of the Option Rights in the event of retirementttieor disability of the Participant or a Chang€ontrol of the Corporation or similar
transaction or even
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(h) Any grant of Option Rights may specify M@ement Objectives which, if achieved, will resuléxercisability of such right

(i) Option Rights granted under this Plagyrbe (i) options that are intended to qualify urukerticular provisions of the Code,
including without limitation Incentive Stock Optisn(ii) options that are not intended to so quadifyiii) combinations of the foregoing.
Incentive Stock Options may be granted only toiEigents who, on the date of the grant, are offiaarother key employees of the
Corporation or any Subsidiary who must meet théndifn of “employee” under Section 3401(c) of the Cou

() The Committee may at the Date of Grafriny Option Rights (other than Incentive Stocki@gs), provide for the payment of
dividend equivalents to the Optionee on eitherraecu or deferred or contingent basis, either shaar in additional Common Shar

(k) The exercise of an Option Right wilkudt in the cancellation on a share-for-share bafsésly Tandem Appreciation Right
authorized under Section 8 of this PI

(I) No Option Right granted pursuant testBiection 7 may be exercised more than 10 yearstfie Date of Grant. Subject to this
limit, the Committee may cause Option Rights totture to be exercisable after termination of empiewt of the Participant under
circumstances specified by the Commiti

(m) The Committee reserves the discretioardfte Date of Grant to provide for (i) the paymeinh cash bonus at the time of exerc
(i) the availability of a loan at exercise; oi)iihe right to tender in satisfaction of the OptiBrice nonforfeitable, unrestricted Common
Shares, which are already owned by the Optionedand a value at the time of exercise that is efjuéile exercise pric

(n) The Committee may substitute, withadeiving Participant permission, Appreciation Riggbayable only in Common Shares (or
Appreciation Rights payable in cash, Common Shareis, any combination thereof as elected by then@ittee) for outstanding
Options;provided, however, that the terms of the substituted Appreciation Riglre substantially the same as the terms foDgteons
and the difference between the Market Value peresbthe underlying Common Shares and the Base Bfithe Appreciation Rights is
equivalent to the difference between the Markeu¥a&hare of the underlying Common Shares and thierOprice of the Options. If, in
the opinion of the Corporation’s auditors, thisygston creates adverse accounting consequencésef@orporation, it shall be
considered null and voi

(o) Each grant of Option Rights shall balenced by an Evidence of Award, which shall cantich terms and provisions as the
Committee may determine consistent with this F

8. Appreciation Rights. The Committee may also authorize grants to Paditgof Appreciation Rights. An Appreciation Rightall be
a right of the Participant to receive from the Qugtion an amount, which shall be determined byQbmmittee and shall be expressed as a
percentage (not exceeding 100 percent) of the 8@ethe time of the exercise of such right. An Agmpation Right awarded in relation to an
Incentive Stock Option must be granted concurrenttis such Incentive Stock Option. Each such graay utilize any or all of the
authorizations, and will be subject to all of teguirements contained in the following provisions:

(a) Any grant may specify that the amoumtgble upon the exercise of an Appreciation Righy ve paid by the Corporation in cash,
Common Shares or any combination thereof and nthgragrant to the Participant or reserve to the @dtee the right to elect among
those alternative:

(b) Any grant may specify that the amoueable upon the exercise of an Appreciation Rigatisiot exceed a maximum specified
by the Committee on the Date of Gre

(c) Any grant may specify (i) a waiting joer or periods before Appreciation Rights shalldrae exercisable and (ii) permissible
dates or periods on or during which Appreciatiogt®s shall be exercisabl
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(d) Any grant may specify that an AppreicatRight may be exercised only in the event afeetent, death or disability of the
Participant or a Change in Control of the Corporatr similar transaction or evel

(e) Any grant of Appreciation Rights mayesily Management Objectives that must be achiegeal @ndition of the exercise of such
rights.

() Any grant may provide for the paymemthie Participant of dividend equivalents thereaondash or Common Shares on a current,
deferred or contingent bas

(g) Each grant shall be evidenced by amdé&we of Award, which shall describe the subjegtr&piation Rights, identify any related
Option Rights, state that the Appreciation Righissubject to all of the terms and conditions &f #lan and contain such other terms
provisions as the Committee may determine condistih this Plan

(h) Regarding Tandem Appreciation RightlyoBach grant shall provide that a Tandem AppitamiaRight may be exercised only
(i) at a time when the related Option Right (or aimyilar right granted under any other plan of @eporation) is also exercisable and
Spread is positive and (ii) by surrender of thatexl Option Right (or such other right) for caratidin.

() Regarding Fre-standing Appreciation Rights onl

(i) Each grant shall specify in respeceath Free-standing Appreciation Right a Base P@ceCommon Share, which shall be
equal to or greater than the Market Value per Sbaréhe Date of Gran

(i) Successive grants may be made to @ingesParticipant regardless of whether any Btarding Appreciation Rights previou
granted to such Participant remain unexerci

(iif) Each grant shall specify the periadperiods of continuous employment of the Partiotday the Corporation or any
Subsidiary that are necessary before the FreeiataAgpreciation Rights or installments thereoflshacome exercisable, and any
grant may provide for the earlier exercise of stghts in the event of retirement, death or disgbdf the Participant or a Change in
Control of the Corporation or similar transactiaregent; anc

(iv) No Fre-standing Appreciation Right granted under this Phaty be exercised more than 10 years from the @fa@ant.

9. Restricted Stock Units.The Committee may also authorize grants or sal&esfricted Stock Units to Participants. Each gyreimt
may utilize any or all of the authorizations, andl tae subject to all of the requirements contaiirethe following provisions:

(a) Each grant or sale shall constitutestiieement by the Corporation to deliver Commorré&har cash to the Participant in the
future in consideration of the performance of segsj subject to the fulfillment during the RestantPeriod of such conditions (which
may include the achievement of Management Objes)ias the Committee may speci

(b) If a grant of Restricted Stock Unitesffies that the Restriction Period will terminatgon the achievement of Management
Objectives, such Restriction Period may not terteismoner than one year from the Date of Granth lgaant may specify in respect of
such Management Objectives a minimum acceptabé thachievement and may set forth a formula ftednining the number of
Restricted Stock Units which restriction will temmate if performance is at or above the minimumlldwet falls short of full achievement
of the specified Management Objectiv

(c) Each grant or sale may be made withdditional consideration from the Participant ocamsideration of a payment by the
Participant that is less than the Market ValueSfgaire on the Date of Gra

(d) If the Restriction Period lapses omythe passage of time, each grant or sale shaligedhat the Restricted Stock Units covered
thereby shall be subject to a Restriction Periodtdéast thre
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years, which shall be fixed by the Committee onDlage of Grant, and any grant or sale may providétfe earlier termination of su
period in the event of retirement, death or disghbdf the Participant or a Change in Control ¢ thorporation or similar transaction or
event.

(e) During the Restriction Period, the Rgraint shall not have any right to transfer amhts under the subject award, shall not have
any rights of ownership in the Restricted StocktsJand shall not have any right to vote such shimgsghe Committee may on or after
the Date of Grant authorize the payment of dividegdivalents on such Restricted Stock Units in @ash additional Common Shares
on a current, deferred or contingent ba

(f) Each grant or sale will specify the #imnd manner of payment of Restricted Stock Uhéshiave been earned. Any grant or sale
may specify that the amount payable with respemetio may be paid by the Corporation in cash, im@on Shares or in any
combination thereof and may either grant to thdiépant or retain in the Committee the right te@lamong those alternativi

(g) Each grant or sale shall be evidengedrbEvidence of Award, which shall contain suaimtgand provisions as the Committee
may determine consistent with this Pl

10. Administration of the Plan.

(a) This Plan shall be administered by@ganization and Compensation Committee of the &o&majority of the Committee shall
constitute a quorum, and the acts of the membettseo€ommittee who are present at any meeting @hetevhich a quorum is present,
acts unanimously approved by the members of theritige in writing, shall be the acts of the Comest

(b) The interpretation and constructiortiy Committee of any provision of this Plan or agyeement, notification or document
evidencing the grant of Option Rights, Restrictbadr®s, Performance Restricted Shares, PerformdraresSor Performance Units,
Appreciation Rights or Restricted Stock Units angl determination by the Committee pursuant to awyipion of this Plan or any such
agreement, notification or document, shall be faxad conclusive. No member of the Committee shalldble for any such action taken
or determination made in good fai

(c) The Committee may delegate to the gmeite officer or officers of the Corporation oryaBubsidiary, part or all of its authority
with respect to the administration of awards magliéhb Committee to individuals who are not officersdirectors of the Corporation
within the meaning of the Securities Exchange Adt384.

(d) To the extent permitted by Ohio law, @@mmittee may, from time to time, delegate to onmore officers of the Corporation t
authority of the Committee to grant and determimeterms and conditions of awards granted undsiRtain. In no event shall any such
delegation of authority be permitted with respecatvards to any executive officer or any personestlio Section 162(m) of the Coc

11. Adjustments. The Committee may make or provide for such adjustsm the (a) number of Common Shares coveredibstanding
Option Rights, Appreciation Rights, Restricted &tbnits and Performance Shares and Performance granted hereunder, (b) prices per
share applicable to such Option Rights and ApptieciaRights, and (c) kind of shares (including €sanf another issuer) covered thereby, as
the Committee in its sole discretion may in godthfdetermine to be equitably required in ordepttevent dilution or enlargement of the
rights of Participants that otherwise would resudin (x) any stock dividend, stock split, combiatiof shares, recapitalization or other
change in the capital structure of the Corporatfghany merger, consolidation, spin-off, spin-agilit-off, split-up, reorganization, partial or
complete liquidation or other distribution of asséssuance of rights or warrants to purchase g&suor (z) any other corporate transactio
event having an effect similar to any of the foriegoIn the event of any such transaction or evilset Committee may provide in substitution
for any or all outstanding awards under this Plachslternative consideration as it may in goothfdetermine to be equitable under the
circumstances and may require in connection thénetive surrender of all awards so replaced. Moredkie Committee may on or after the
Date of Grant provide in the agreement evidencimgaavard under this Plan
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that the holder of the award may elect to receiveguivalent award in respect of securities ofstinviving entity of any merger,
consolidation or other transaction or event haargimilar effect, or the Committee may provide tiat holder will automatically be entitled
to receive such an equivalent award. The committag also make or provide for such adjustmentsemilimbers and kind of shares spec
in Section 3 of this 2006 Plan as the Committeiésisole discretion, exercised in good faith, majedmine is appropriate to reflect any
transaction or event described in this Sectiorptdyided, however, that any such adjustment tativaber specified in Section 3(b)(i) will
made only if and to the extent that such adjustmentld not cause any option intended to qualifaas$ncentive Stock Option to fail so to
qualify. This Section 11 shall not be construegaomit the re-pricing of any Option Rights in tHesance of any of the circumstances
described above in contravention of Section 19évgdf.

12. Detrimental Activity. Any Evidence of Award may provide that if a Pag#nt, either during employment by the Corporatioa o
Subsidiary or within a specified period after temation of such employment, shall engage in anyidetntal Activity (as defined by the
Committee in the Evidence of Award), and the Baardll so find, forthwith upon notice of such fingirthe Participant shall:

(a) Forfeit any award granted under this Pfteam held by the Participar

(b) Return to the Corporation, in exchafggepayment by the Corporation of any amount atyyzaid therefor by the Participant, all
Common Shares that the Participant has not dispafsthéit were offered pursuant to this Plan withispecified period prior to the date
the commencement of such Detrimental Activity;

(c) With respect to any Common Shares goiaed that the Participant has disposed of, pafiedCorporation in cash the difference
between

(i) Any amount actually paid therefor by fRarticipant pursuant to this Plan, ¢
(i) The Market Value per Share of the ComnStrares on the date of such acquisit

To the extent that such amounts are not paid t&trporation, the Corporation may set off the ant®gio payable to it against any amounts
that may be owing from time to time by the Corpmmar a Subsidiary to the Participant, whethewages, deferred compensation or
vacation pay or in the form of any other benefifmrany other reason.

13. Participation by Employees of Designated Subsidiagis.As a condition to the effectiveness of any graraward to be made
hereunder to a Participant who is an employeel@gignated Subsidiary, whether or not such Paaitigs also employed by the Corporation
or another Subsidiary, the Board may require suesighated Subsidiary to agree to transfer to sogii@yee (when, as and if provided for
under this Plan, and any applicable Agreement edterto with any such employee pursuant to this)Plae Common Shares that would
otherwise be delivered by the Corporation, uporipdy such Designated Subsidiary of any constaardhen otherwise payable by such
Participant to the Corporation. Any such award Idalkevidenced by an agreement between the Panicgnd the Designated Subsidiary, in
lieu of the Corporation, on terms consistent whtis Plan and approved by the Board and such Deasidr&ubsidiary. All such Common
Shares so delivered by or to a Designated Subgidiall be treated as if they had been deliveredrlig the Corporation for purposes of
Section 3 of this Plan, and all references to tbhgpQration in this Plan shall be deemed to refesuich Designated Subsidiary, except for
purposes of the definition of “Board” and excepbther cases where the context otherwise requires.

14. Non-U.S. Employeesln order to facilitate the making of any grant ontbination of grants under this Plan, the Committeg
provide for such special terms for awards to Pigdiats who are foreign nationals or who are empddyethe Corporation or any Subsidiary
or Designated Subsidiary outside of the UnitedeStaf America or who provide services to the Caafion under an agreement with a
foreign nation or agency, as the Committee mayidensiecessary or appropriate to accommodate difters in local law; tax policy or
custom. Moreover, the Committee may approve supplsments to or amendments, restatements or ditegneersions of this Plan
(including, without limitation, sub-plans) as it yneonsider necessary or appropriate for such pesasgithout thereby affecting the terms of
this Plan as in effect for
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any other purpose, and the Secretary or other pppte officer of the Corporation may certify anych document as having been approved
and adopted in the same manner as this Plan. Nospacial terms, supplements, amendments or restats, however, shall include any
provisions that are inconsistent with the termthaf Plan as then in effect unless this Plan chale been amended to eliminate such
inconsistency without further approval by the shatders of the Corporation.

15. Transferability. (a) Except as provided in Section 15(c) below, mbiéh Right or Appreciation Right or other deriwagisecurity
granted under this Plan may be transferred by ticRant except by will or the laws of descent aigtribution. Except as otherwise
determined by the Committee, Option Rights and Apjation Rights granted under this Plan may naxmcised during a Participant’s
lifetime except by the Participant or, in the evefithe Participant’s legal incapacity, by his glian or legal representative acting in a
fiduciary capacity on behalf of the Participant endtate law and court supervision.

(b) The Committee may specify at the Dat&wmdnt, that all or any part of the Common Sharasdie (i) to be issued or transferred by
Corporation upon the exercise of Option Rights ppreciation Rights, or in payment of Performancar8s or Performance Unit or upon the
termination of the Restriction Period applicabldReestricted Stock Units, or (ii) no longer subjecthe substantial risk of forfeiture and
restrictions on transfer referred to in Section@ré 6 of this Plan, shall be subject to furthstrietions upon transfer.

(c) The Committee may determine that Optiaghi (other than Incentive Stock Options) and Aggation Rights may be transferable by
a Participant, without payment of consideration¢far by the transferee, only to any one or morenbvers of the Participant’s immediate
family; provided, however, that (i) no such tramsfkall be effective unless reasonable prior ndtieeeof is delivered to the Corporation and
such transfer is thereafter effected in accordavitteany terms and conditions that shall have bwade applicable thereto by the Corpora
or the Committee and (ii) any such transferee diembBubject to the same terms and conditions hdezwas the Participant. For the purpost
this Section 15(c), the term “immediate family” msany child, stepchild, grandchild, parent, ste@pia grandparent, spouse, sibling,
mother-in -law, father-in -law, son-in -law, daughtn -law, brother-in -law, or sister-in -law, Inding adoptive relationships, any person
sharing the Participant’s household (other thagmant or employee), a trust in which these perbams more than fifty percent of the
beneficial interest, a foundation in which thesespas (or the Participant) control the managemeassets, and any other entity in which
these persons (or the Participant) own more tHgngdercent of the voting interests.

16. Withholding Taxes. To the extent that the Corporation is required ithiold federal, state, local or foreign taxesameection with
any payment made or benefit realized by a Partitipaother person under this Plan, and the amawvaitable the Corporation for the
withholding are insufficient, it shall be a conditito the receipt of any such payment or the ratidin of any such benefit that the Participant
or such other person make arrangements satisfaitong Corporation for payment of the balancergf taxes required to be withheld. At the
discretion of the Committee, any such arrangemmiatg without limitation include relinquishment opartion of any such payment or ben
Participants shall also make such arrangementseaSdrporation may require for the payment of afphwolding tax obligation that may
arise in connection with the disposition of Comn8irares acquired upon the exercise of Option Rig¢fiso event shall the Market Value |
Share of the Common Shares to be withheld andioretled pursuant to this Section to satisfy apflieavithholding taxes in connection w
the benefit exceed the minimum amount of taxesirequo be withheld.

17. Compliance with Section 409A of the Code.

(a) To the extent applicable, it is intethdieat this Plan and any grants made hereunderlgasith the provisions of Section 409A of
the Code. This Plan and any grants made hereuhdiibe administrated in a manner consistent viith intent, and any provision that
would cause this Plan or any grant made hereundarltto satisfy Section 409A of the Code shaldao force and effect until amended
to comply with Section 409A of the Code (which ach@ent may be retroactive to the extent permitte@égtion 409A of the Code and
may be made by the Corporation without the cons&Rarticipants). Any reference in this Plan tot®ec409A of the Code will also
include any propose:
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temporary or final regulations, or any other gude, promulgated with respect to such SectioméytS. Department of the Treasury or
the Internal Revenue Servic

(b) In order to determine for purposes eft®n 409A of the Code whether a Participant iplegred by a member of the
Corporation’s controlled group of corporations un8ection 414(b) of the Code (or by a member afoag of trades or businesses under
common control with the Corporation under Secti®d(4) of the Code) and, therefore, whether theeshaf Common Stock that are or
have been purchased by or awarded under this 28@88d°the Participant are shares of “service ieaif) stock within the meaning of
Section 409A of the Cod

(i) In applying Code Section 1563(a)(1), #&d (3) for purposes of determining the Corporasi controlled group under
Section 414(b) of the Code, the language “at [B@giercent” is to be used instead of “at least&@gnt” each place it appears in
Code Section 1563(a)(1), (2) and (3),

(i) In applying Treasury Regulation Seatib.414(c)-2 for purposes of determining tradeBusinesses under common control
with the Corporation for purposes of Section 414fche Code, the language “at least 50 percentS ks used instead of “at least
80 percer”’ each place it appears in Treasury Regulation Sedtidl4(c-2.

18. Effective Date.This Plan will be effective as of May 2, 2006, thee the Plan is approved by shareholders.
19. Amendments.

(a) The Committee may at any time and ftone to time amend this Plan in whole or in parfyvided, however, that if an
amendment to this Plan (i) would materially inceetise benefits accruing to participants underPés, (i) would materially increase t
number of securities which may be issued underRlas, (iii) would materially modify the requirentsrior participation in this Plan or
(iv) must otherwise be approved by the shareholdetise Corporation in order to comply with apphbtalaw or the rules of the New
York Stock Exchange or, if the Common Shares atéraded on the New York Stock Exchange, the ppalcnational securities
exchange upon which the Common Shares are tradguabted, then, such amendment will be subject aoedtolder approval and will not
be effective unless and until such approval has lobtained

(b) The Committee shall not, without thetfier approval of the shareholders of the Corponatauthorize the amendment of any
outstanding Option Right to reduce the Option Priragthermore, no Option Right will be cancelled aeplaced with awards having a
lower Option Price without further approval of tsleareholders of the Corporation. This Section 1B(b)tended to prohibit the repricing
of “underwate” Option Rights and shall not be construed to prohiita adjustments provided for in Section 11 of fRian.

(c) If permitted by Section 409A of the @aahd except in the case of a Covered Employeeengush action would result in the loss
of an otherwise available exemption under Sect@®(rh) of the Code, in case of termination of empiewnt by reason of death, disabi
or normal or early retirement, or in the case dbueseeable emergency or other special circumssanta Participant who holds an
Option Right or Appreciation Right not immediatelyercisable in full, or any Performance Restricddres, Restricted Shares as to
which the substantial risk of forfeiture or the Ipitsition or restriction on transfer has not lapsadany Restricted Stock Units as to which
the Restriction Period has not been completednypiPerformance Shares or Performance Units whigk hat been fully earned, or who
holds Common Shares subject to any transfer rastrienposed pursuant to Section 15 of this Plae,Gommittee may, in its sole
discretion, accelerate the time at which such @pR@ht or Appreciation Right may be exercisedhar time at which such substantial
risk of forfeiture or prohibition or restriction dransfer will lapse or the time when such RestitPeriod will end or the time at which
such Performance Shares or Performance Units witldemed to have been fully earned or the time \8heh transfer restriction will
terminate or may waive any other limitation or riegment under any such awa
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(d) Subject to Section 19(b) hereof, thenGuttee may amend the terms of any award theretafoanted under this Plan
prospectively or retroactively and except in theecaf a Covered Employee where such action wosldaltren the loss of an otherwise
available exemption under Section 162(m) of theeCdait subject to Section 11 above, no such amemidsheall impair the rights of any
Participant without his or her consent. The Conemitinay, in its discretion, terminate this Planmgt me. Termination of this Plan will
not affect the rights of Participants or their ®8sors under any awards outstanding hereunderadrexercised in full on the date of
termination.

20. Termination of the Plan. No further awards shall be granted under this Bfter the passage of 10 years from the date onhwthis
Plan was first approved by the shareholders oCihvgoration.

21. Governing Law. The Plan and all grants and awards and actions thlezeunder shall be governed by and construaddardance
with the internal substantive laws of the Stat®©abfo.

22. Miscellaneous Provisions.

(a) The Corporation shall not be requiretssue any fractional Common Shares pursuant tdPhis. The Committee may provide
the elimination of fractions or for the settlemenhfractions in cast

(b) This Plan shall not confer upon anytiegrant any right with respect to continuance wipdoyment or other service with the
Corporation or any Subsidiary, nor shall it integfén any way with any right the Corporation or @uybsidiary would otherwise have to
terminate such Particip's employment or other service at any til

(c) To the extent that any provision obtRian would prevent any Option Right that wasndesl to qualify as a Tax-qualified Option
from qualifying as such, that provision shall bdl and void with respect to such Option Right. Specbvision, however, will remain in
effect for other Option Rights and there will befacther effect on any provision of this Pl

(d) No award under this Plan may be exerdiethe holder thereof if such exercise, and tloeip of cash or stock thereunder, wc
be, in the opinion of counsel selected by the Caitesmj contrary to law or the regulations of anyydidnstituted authority having
jurisdiction over this Plar

(e) Leave of absence approved by a dulgtitoted officer of the Corporation or any of itstSidiaries shall not be considered
interruption or termination of service of any emyde for any purposes of this Plan or awards graméedunder, except that no awards
may be granted to an employee while he or she &leave of absenc

() No Participant shall have any rightsaashareholder with respect to any shares sulgjestards granted to him or her under this
Plan prior to the date as of which he or she igallst recorded as the holder of such shares upmsttick records of the Corporatic

(g) The Committee may condition the graramy award or combination of awards authorizedeurthlis Plan on the surrender or
deferral by the Participant of his or her rightéoeive a cash bonus or other compensation otheepeigable by the Corporation or a
Subsidiary to the Participar

(h) If any provision of this Plan is or loaces invalid, illegal or unenforceable in any jditdion, or would disqualify this Plan or any
award under any law deemed applicable by the Baaieh provision shall be construed or deemed anteadiémited in scope to
conform to applicable laws or, in the discretiortted Board, it shall be stricken and the remairdéhis Plan shall remain in full force
and effect
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APPENDIX C

BRUSH ENGINEERED MATERIALS INC.
2006 Nonemployee Director Equity Plan

1. Purposedhe purpose of this 2006 Non-employee Director BoRlan (the “Director Plan”) is to provide owneifsin the Common
Shares of Brush Engineered Materials Inc. (the “Gany”) to members of the Board of Directors (th@&Bd”) who are not employees in
order to align their interests more closely with thterests of the Company’s other shareholders@pcbvide financial incentives and
rewards that will help attract and retain the ntpstlified non-employee directors. This Plan repiate Company’s 1997 Stock Incentive
Plan for Non-employee Directors (As amended antared as of May 1, 2001), as further amended byrément No. 1 (the “1997 Director
Plan”) and the 2005 Deferred Compensation PlaNfor-employee Directors (the “2005 Director Plan”).

2. Administration.

(a) This Plan will be administered by thevérnance Committee of the Board (the “CommitteeBich will have full power and
authority, subject to the provisions of this Plansupervise administration and to interpret th/jsions of this Plan and to authorize and
supervise any grant of any award, any issuanceympnt of Common Shares and any crediting or payofddeferred Stock Units (as
defined in Section 6 below). No Participant (adgrdsf in Section 3 below) in this Director Plan vglirticipate in the making of any
decision with respect to any question relatingramts made or Common Shares issued under thigd’taat Participant only

(b) The interpretation and constructiorty Committee of any provision of this Plan or agyeement, notification or document
evidencing the grant of Awards and any determimattp the Committee pursuant to any provision of fflian or any such agreement,
notification or document, shall be final and costhe. No member of the Committee shall be liabteafoy such action taken or
determination made in good fair

3. _Eligibility. Each member of the Board who is not an employdébeoCompany will be eligible to receive awards &winmon Shares
in accordance with this Plan (each, a “Particippmtfovided that shares remain available for issadrereunder in accordance with Section 4.

4. Shares Subject to this Pl&he shares that may be issued or credited to atzpunsuant to Section 6 of this Plan will be 180,0
Common Shares, subject to adjustment in accordaitbeSection 11 of this Plan.

5. _Compensation in Generghe amount of the director retainer fee, any direfgtes that may be payable for attendance at ngeetif
the Board and/or committees thereof and any othepensation paid to the directors for services @disegtor (collectively, the “Director
Compensation”) will be determined from time to timeaccordance with the Company’s Code of Reguiatand applicable law.

6. _Equity Awards.

(a) The Committee may grant to Participamder this Director Plan the following types ofaads (each, an “Award”): stock options,
stock appreciation right SAR¢"), restricted stock, restricted stock units, otheclstwards and deferred stock units, as describesrh

(b) Each Award granted under this Plan héllsubject to such terms and conditions as shadkkablished by the Committee, and the
Committee will determine the number of Common Ssarederlying each Award. Notwithstanding the foliago

(i) Stock Options. The exercise price of each option will be deterrdibg the Committee but will not be less than 10G%he
Fair Market Value of a Common Share on the datefit®n is granted. Each option will expire andl\w@ exercisable at such time
and subject to such terms and conditions as then@ivee shall determine, provided that no optiorl & exercisable later thi
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the tenth anniversary of its grant. In no eveititthe Committee cancel any outstanding stockampfor the purpose of reissuing the
stock option to the Participant at a lower exerpisee or reduce the exercise price of an outstansiock option

(i) SARs. SARs may be granted in tandem with a stock optramtgd under this Director Plan or on a free-stagtasis. The
grant price of a tandem SAR will be equal to thereise price of the related option and the graitepof a free-standing SAR will be
at least equal to 100% of the Fair Market Valua @fommon Share on the date of its grant. A SAR beagxercised upon such ter
and conditions and for such term as the Committéts isole discretion determines, provided thatiéne will not exceed the option
term in the case of a tandem SAR or ten yearsdartéise of a free-standing SAR. Payment for an SARRIme made in cash or stock,
as determined by the Committt

(i) Restricted Stock and Restricted Stock Units. Restricted stock and restricted stock units maguiect to such restrictions and
conditions as the Committee determines and alticishs will expire at such times as the Committball specify

(iv) Stock Awards. The Committee may award to Participants, on a gdgror other basis, a specified number of Commioar&
or a number of Common Shares equal to a dollarvatudetermined by the Committee from time to ti

(v) Deferred Stock Units. Each Participant may elect to have restricted stwits or other stock awards under this DirectanPI
paid in the form of deferred stock units (“Deferi@bck Units”)upon vesting or payment of such Award, which Deférgtock Unit:
will be credited to a boc-keeping account in the name of the Participantaoedance with this Director Pla

(c) Unless otherwise determined by the Cotemjtthe following Awards shall be made automadijici

(i) On the business day following the deéaaticipant is first elected or appointed to tlwaRli, such Participant shall be granted
Common Shares equal to $100,000 divided by theNrarket Value of a Common Share on the day thadizent is elected or
appointed to the Board, which shall be unrestrietecept as may otherwise be required by

(i) On the business day following the aahmeeting of shareholders beginning with the 28@6ual meeting, each Participant
shall be granted the number of restricted stoctsiegual to $45,000 divided by the Fair Market \éatfi a Common Share on the «
of the annual meeting. Such restricted stock whitdl be paid-out in Common Shares at the endoofegyear restriction period unle
the Participant elects to be paid in Deferred Stdoks. Notwithstanding the foregoing, if a Pagp@nt incurs a termination of service
before the end of such one-year restriction pesadh Participant shall be entitled to receive@nata payment of Common Shares
based on the number of full months of service stheedate of grant. Such pro-rata payments, if Hrgt,were deferred pursuant to
elections made under Sections 7 and 8 shall resudiject to such electior

7. Further Elections.

(a) Any Participant may elect to have alkay portion of the cash portion of his or herd@ior Compensation paid in Common
Shares and may further elect to have all or antiggoof any Director Compensation that the Partiiphas elected to receive in Comr
Shares and any Awards granted as Director Compengaid in the form of Deferred Stock Units, whiefil be credited to the
Participant’s account. For the portion of a Pgptcit’'s cash Director Compensation that he or shetsto receive in Common Shares, the
number of Common Shares to be issued will equatéisé amount that would have been paid dividedheyair Market Value of one
Common Share on the first business day immedigtalgeding the date on which such cash amount woaud been paid. Awards that
are deferred pursuant to this Section 7(a) wiltkelited to the Deferred Stock Units account onefor one basit
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(b) An election pursuant Sections 6(b)(v)/and(a) must be made in writing and deliveredi® €ompany prior to the first day of 1
calendar year for which the Director Compensatiouid be earned; provided that elections with resfzeawards made under Section 6
(c)(ii) on the first business day following the Z0@nnual shareholders’ meeting must be made mrithret date of such meeting. To elect
to defer Director Compensation earned during ttet fialendar year in which a director becomeslabgio participate in this Director
Plan, the new director must make an election putstaaSection 6(b)(v) and/or 7(a) within 30 daykeabecoming eligible to participate
in this Director Plan and such election shall Heaive only with regard to Director Compensati@mred subsequent to the filing of the
election. All elections to defer Director Compem@atunder the 2005 Director Plan that were mader poi the start of the 2006 calendar
year shall be treated as elections to defer Diré@tonpensation under this Director Plan for the@€8@lendar yea

(c) If a director does not file an electfonm by the specified date, he or she will receing Director Compensation for the year that
is payable in Common Shares on a current basisvidhide deemed to have elected to receive the nedeaiof the Director Compensation
in cash.

8. Deferral

(a) If a Participant elects to receive Defd Stock Units, there will be credited to thetlegrant’s account as of the day such Director
Compensation would have been paid, the number fefrizel Stock Units which is equal to the numbe€ofmmon Shares that would
otherwise have been delivered to the Participargyant to Section 6 and/or Section 7(a) on suoh. ddtte Deferred Stock Units credited
to the Participant’s account (plus any additioneres credited pursuant to Section 8(c) below)nepkresent the number of Common
Shares that the Company will issue to the Partitipathe end of the deferral period. Unless otisprovided herein or pursuant to the
terms of any Award hereunder, all Deferred StockdJawarded under this Director Plan will vest 100p6n the award of such Deferred
Stock Units.

(b) The Deferred Stock Units will be subjera deferral period beginning on the date oflitireg to the Participant’'s account and
ending upon termination of service as a directsumh other period as the Participant may havaezle@he period of deferral will be for
a minimum period of one year, except in the casere/kthe Participant elects a deferral period detexdhby reference to his or her
termination of service as a director. The Partictpaay elect payment in a lump sum or payment rakipstallments over five or ten
years. Elections with respect to the time and ntkthe., lump sum or installments) of payment nhestmade at the same time as
participant’s election to defer as described intidac/(b). If the Participant does not specifyradifor payment, the Participant will
receive payment upon termination of service asectbr and if no method of payment is specifiedh®yParticipant, he or she will
receive payment in a lump sum. A Participant magnge the time and method of payment he or shequslyi elected (or was deemed to
elect) by filing a subsequent election with the @amy at least twelve months before the date optheiously elected payment date or
commencement date, and the newly elected paymé&n{alapayment commencement date) must be atfleastears after the previously
elected payment date (or the previously electedngsy commencement dat@jpvided, however, that such modification will not be
effective unless the Participant remains a Direftipat least twelve months after the date on wikigth modification was made. During
the deferral period, the Participant will have gt to transfer any rights under his or her Defdrtock Units and will have no other
rights of ownership therei

(c) A Participant’s account will be creditas of the last day of each calendar quarter th@hnumber of additional Deferred Stock
Units equal to the amount of cash dividends paitheyCompany during such quarter on the numberofi@on Shares equivalent to the
number of Deferred Stock Units in the Participamttcount from time to time during such quarteiddig by the Fair Market Value of o
Common Share on the day immediately precedingatteblusiness day of such calendar quarter. Suaedid equivalents, which will
likewise be credited with dividend equivalents,|Ww# deferred until the end of the deferral peffiadthe Deferred Stock Units with
respect to which the dividend equivalents wereitedc
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(d) Notwithstanding the foregoing provissofi) if, upon the Participant’s termination of\gee as a director, the value of the
Participant’s account is less than $10,000 the amofusuch Participant’s account will be immedigtehid to the Participant in cash or
Common Shares, (ii) if a Change in Control (asrdefiin Section 9(c) below) of the Company occurs,amount of each Participant’s
account will immediately be paid to the Participemtull and (iii) in the event of an unforeseeablaergency, as defined under
Section 409A of the Internal Revenue Code of 1988@mended (the “Code”), that is caused by an éamnd the control of the
Participant and that would result in severe finahlardship to the individual if acceleration we permitted, the Committee will
accelerate the payment to the Participant of thidifgn’ s account, but only up to the amount necessaryett the emergenc

(e) To the extent a Participant is entitie@ lump sum payment following a Change in Cdntrmler Section 8(d) above and such
Change in Control does not constitute a “changbénownership or effective control” or a “changdhie ownership of a substantial
portion of the assets” of the Company within thearmeg of Section 409A(a)(2)(A)(v) of the Code, thmtwithstanding Section 8(d),
payment will be made, to the extent necessary ngptypwith the provisions of Section 409A of the @otb the Participant on the earliest
of (i) the Participant’s termination of service withe Company (determined in accordance with Se@@®A); (ii) the date payment
otherwise would have been made in the absenceatib8e3(d) (provided such date is a permissiblérithistion date under Section 409,
or (iii) the Participar’'s death

9. Definitions, etc

(a) For purposes of this Director Plan, @oon Shares means (i) Common Shares without pae wadlthe Company and (ii) any
security into which Common Shares may be convdijetason of any transaction or even of the tyfermed to in Section 11 of this
Director Plan

(b) For purposes of this Director Plan, fagr Market Value means, as of any particular dhte fair market value of the Common
Shares as determined by the Commit

(c) For purposes of this Director Plan, @in Control of the Company shall have the meadetermined by the Committee from
time to time.

(d) Notwithstanding anything to the comgraontained in this Director Plan, it is a conditito the issuance of Common Shares or
Deferred Stock Units that the transaction be regist under applicable securities laws and no Raatic will be able to receive Common
Shares or Deferred Stock Units in payment of appant of his or her Director Compensation unless amtil such registration has been
effected.

(e) For purposes of this Director Planrrfimation of service” means a separation from serais defined under Section 409A of the
Code.

10. Delivery of SharesThe Company will make delivery of certificatepmesenting the Common Shares which a Participaatiied to
receive 60 days following the Participant’s rightréceive such Common Shares.

11. Adjustmentsin the event that, after the Effective Date @$ fhirector Plan (as defined in Section 16), thenbar of outstanding
Common Shares is increased or decreased or suassra exchanged for a different number or kinshafres or other securities by reaso
a stock dividend, stock split, recapitalizatiorglassification, combination of shares or other ¢aim the capital structure of the Company or
by reason of a merger, consolidation, spin offit gff, spin out, split up, reorganization, parttalcomplete liquidation or other distribution of
assets, issuance of rights or warrants to purcbemerities or any other corporate transaction enekaving an effect similar to any of the
foregoing, adjustments will be made by the Boarthennumber and kind of shares or other secutitigsare underlying Awards and/or
credited to accounts hereunder (and in the exeptise or other price of shares subject to outstapdwards) and that may be issued under
this Director Plan as it deems to be appropriaterddver, in the event of any such transaction engvthe Committee, in its discretion, may
provide in substitution for any or
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all outstanding Awards under this Director Plantsalternative consideration (if any) as it, in gdaith may determine to be equitable in the
circumstances and may require in connection thénetive surrender of all Awards so replaced.

12. Termination or Amendment of this DiredRban. To the extent permitted under 409A of the Code,Gommittee may at any time
and from time to time terminate, amend or suspbisdDirector Planprovided, however, that the Committee may not materially alter this
Director Plan without shareholder approval, inchgdby increasing the benefits accrued to Parti¢gpander this Director Plan; increasing
number of securities which may be issued undeisctor Plan; modifying the requirements for p@pation in this Director Plan; or by
including a provision allowing the Board or the Guittee to lapse or waive restrictions at its disore An amendment or the termination of
this Director Plan will not adversely affect thght of a Participant to receive Common Shares lsuar cash payable at the effective date of
the amendment or termination. No grant will be madeer this Director Plan more than 10 years dfterdate of which it is first approved by
shareholders, but all grants made on or prior th slate will continue in effect thereunder subjedhe terms thereof and of this Director
Plan.

13. _Transferability

(a) Except as provided in Section 13(c) belpavoption right or SAR or other derivative setugranted under this Director Plan v
be transferred by a Participant except by willler kws of descent and distribution. Except asrotise determined by the Committee,
option rights and SARs granted under this DireBian may not be exercised during a Participarfesithe except by the Participant or,
in the event of the Participant’s legal incapadity his guardian or legal representative acting fiduciary capacity on behalf of the
Participant under state law and court supervis

(b) The Committee may specify at the dditgrant, that all or any part of the Common Shéahes are (i) to be issued or transferred by
the Company upon the exercise of option rightspamuthe termination of the restriction period apgltile to restricted stock units, or
(if) no longer subject to the substantial risk offéiture and restrictions on transfer applicablegstricted stock, shall be subject to further
restrictions upon transfe

(c) The Committee may determine that optights and SARs may be transferable by a Partitjpeithout payment of consideration
therefor by the transferee, only to any one or nmoeenbers of the Participant’'s immediate family;yiled, however, that (i) no such
transfer shall be effective unless reasonable piatice thereof is delivered to the Corporation anch transfer is thereafter effected in
accordance with any terms and conditions that $tzalé been made applicable thereto by the CompatinedCommittee and (ii) any st
transferee shall be subject to the same terms@mtitions hereunder as the Participant. For thegaes of this Section 16(c), the term
“immediate family” means any child, stepchild, giahild, parent, stepparent, grandparent, spousigi mother-in -law, father-in -law,
son-in -law, daughter-in -law, brother-in -law,gister-in -law, including adoptive relationshipeyaerson sharing the Participant’s
household (other than a tenant or employee), aitvwghich these persons have more than fifty peroéthe beneficial interest, a
foundation in which these persons (or the Partitipeontrol the management of assets, and any etitay in which these persons (or
Participant) own more than fifty percent of theimgtinterests

14. Miscellaneous

(a) To the extent that the applicationmy éormula described in this Director Plan doesnesult in a whole number of Common
Shares, the result will be rounded upwards to the whole numbel

(b) The adoption and maintenance of this @ePlan will not be deemed to be a contract betwtbe Company and the Participar
retain his or her position as a director of the @any.

15. _Compliance with Section 409A of the Code the extent applicable, it is intended thas iirector Plan comply with the provisions
of Section 409A of the Code. This Director Plan Wwé& administered in a manner consistent withititesnt, and any provision that would
cause this Director Plan to fail to satisfy Sec@9A of the Code will have no force and effectillerhended to comply with
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Section 409A (which amendment may be retroactivbdéaextent permitted by Section 409A of the Caa may be made by the Company
without the consent of the Participants in thisebtor Plan). Any reference to Section 409A of tleel€will include any proposed, temporary
or final regulations or any other guidance promtddawith respect to such Section by the U.S. Depamt of the Treasury or the Internal
Revenue Service.

16. _Effective Date of this Director Plaifihis Director Plan will be effective immediateip May 2, 2006, the date of its approval by the
shareholders of the Company (the “Effective Dat®).the Effective Date, any account balances held Bgrticipant under the 2005 Direc
Plan in the form of Deferred Shares shall be teageDeferred Stock Units, which shall be payahlien this Director Plan, but without any
change in the time or method of payment providedrfehe 2005 Director Plan or any election curieit effect thereunder.
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PROXY PROXY

BRUSH ENGINEERED MATERIALS INC.

Solicited on Behalf of the Board of Directors

The undersigned appoints Gordon D. Harnett, oeiishunable or unwilling to act, then Michael C.shehak, with full power of substitution,
to vote and act for and in the name of the undeesicas fully as the undersigned could vote andf aetrsonally present at the annual meeting
of shareholders of Brush Engineered Materialstimte held on May 2, 2006 and at any adjournmepbstponement thereof:

The Board of Directors recommends a vot“ FOR” all nominees in Proposal 1 ant“ FOR” Proposals 2, 3 and 4

The shares represented by this proxy will be ¥ed as directed or, if directions are not indicatedwill be voted “FOR” the election of
directors in Proposal 1 and “FOR” Proposals 2, 3 ad 4. In their discretion, the proxies are authorizé to vote upon such other
business that may properly come before the annual @eting of shareholders.

(Comments/Change of Address)

(If you have written in the above space, pleasekrtia
corresponding box on the reverse sii

FOLD AND DETACH HERE IF YOU ARE RETURNIN G YOUR VOTED PROXY BY MAIL
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BRUSH ENGINEERED MATERIALS INC.

PLEASE MARK VOTE IN OVAL IN THE FOLLOWING MANNER US ING DARK INK ONLY. '

1. Election of the following Directors:
Richard J. Hipple
William B. Lawrence
William P. Madat

The Board of Directors unanimously
recommends a vote FOR ALL the above
nominees.

Nominee Exceptiol

For
All

]

Withhold
All

]

For All
Except

]

Comments
Change ¢
Addres:

For Against Abstain

2. Approve adoption of the Brush Engineered [m}
Materials Inc. 2006 Stock Incentive Plan.

3. Approve adoption of the Brush Engineered m}
Materials Inc. 2006 Non- employee Director Equity
Plan.

4. Confirming the appointment of Ernst & Young as O
independent registered public accounting firm ef th
Company.

Date:

[m] O

[m] ]

[m] ]

, 2006

Signature

Signature

Title

NOTE: Please sign exactly as the name appearsréfdten signing as attorney, executor, administratostee or guardian, please add your title ab.<

FOLD AND DETACH HERE IF YOU ARE RETURNING YOUR VOTE D PROXY BY MAIL
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CONFIDENTIAL VOTING INSTRUCTIONS

To Fidelity Management Trust Company, Trustee Underthe Brush Engineered Materials Inc.
PAYSOP

Pursuant to section 6.8 of the Brush Engineereciéds Inc. Savings and Investment Plan, the uinglezd, as a participant in the Plan,
hereby directs the Trustee to vote (in person goroxy) all shares of Common Stock of Brush EngiadéMaterials Inc. credited to the
undersigned’s PAYSOP Contribution Account underRben on the record date for the annual meetirghafeholders of Brush Engineered
Materials Inc. to be held on May 2, 2006 and at adipurnment or postponement thereof, on the faligunatters as checked below.

The Board of Directors recommends a vot* FOR” all nominees in Proposal 1 an“ FOR” Proposals 2, 3 and 4

This confidential voting instructions card will be seen only by authorized personnel of the Truste The shares represented by this
card will be voted as directed, or if directions ae not indicated but this card is executed and retured, will be voted “FOR” the electior
of directors in Proposal 1 and “FOR” Proposals 2, 3and 4. In their discretion, the proxies are authoized to vote upon such other
business that may properly come before the annual @eting of shareholders.

(Comments/Change of Address)

(If you have written in the above space, pleasekrtia
corresponding box on the reverse sii

FOLD AND DETACH HERE IF YOU ARE RETURNIN G YOUR VOTED PROXY BY MAIL
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BRUSH ENGINEERED MATERIALS INC.

PLEASE MARK VOTE IN OVAL IN THE FOLLOWING MANNER US ING DARK INK ONLY. '

1. Election of the following Directors:
Richard J. Hipple
William B. Lawrence
William P. Madat

The Board of Directors unanimously
recommends a vote FOR ALL the above
nominees.

Nominee Exceptiol

For
All

]

Withhold
All

]

For All
Except

]

Comments
Change ¢
Addres:

For Against Abstain

2. Approve adoption of the Brush Engineered [m}
Materials Inc. 2006 Stock Incentive Plan.

3. Approve adoption of the Brush Engineered m}
Materials Inc. 2006 Non- employee Director Equity
Plan.

4. Confirming the appointment of Ernst & Young as O
independent registered public accounting firm ef th
Company.

Date:

[m] O

[m] ]

[m] ]

, 2006

Signature

Signature

Title

NOTE: Please sign exactly as the name appearsréfdten signing as attorney, executor, administratostee or guardian, please add your title ab.<

FOLD AND DETACH HERE IF YOU ARE RETURNING YOUR VOTE D PROXY BY MAIL
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CONFIDENTIAL VOTING INSTRUCTIONS

To Fidelity Management Trust Company, Trustee Underthe Brush Engineered Materials Inc.
Savings and Investment Plan.

Pursuant to section 6.8 of the Brush Engineereciéds Inc. Savings and Investment Plan, the uinglezd, as a participant in the Plan,
hereby directs the Trustee to vote (in person goroxy) all shares of Common Stock of Brush EngiadéMaterials Inc. credited to the
undersigned’s account (other than shares creditddrithe PAYSOP Contribution Account) under thenRia the record date for the annual
meeting of shareholders of Brush Engineered Mdselmig. to be held on May 2, 2006 and at any adjment or postponement thereof, on
following matters as checked below.

The Board of Directors recommends a vot* FOR” all nominees in Proposal 1 an“ FOR” Proposals 2, 3 and 4

This confidential voting instructions card will be seen only by authorized personnel of the Truste The shares represented by this
card will be voted as directed, or if directions ae not indicated but this card is executed and retured, will be voted “FOR” the electior
of directors in Proposal 1 and “FOR” Proposals 2, 3and 4. In their discretion, the proxies are authoized to vote upon such other
business that may properly come before the annual @eting of shareholders.

(Comments/Change of Address)

(If you have written in the above space, pleasekrtia
corresponding box on the reverse sii

FOLD AND DETACH HERE IF YOU ARE RETURNIN G YOUR VOTED PROXY BY MAIL
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BRUSH ENGINEERED MATERIALS INC.

PLEASE MARK VOTE IN OVAL IN THE FOLLOWING MANNER US ING DARK INK ONLY. "

1. Election of the following Directors:
Richard J. Hipple
William B. Lawrence
William P. Madat

The Board of Directors unanimously
recommends a vote FOR ALL the above
nominees.

Nominee Exceptiol

For
All

]

Withhold
All

]

For All
Except

]

Comments
Change ¢
Addres:

For Against Abstain

2. Approve adoption of the Brush Engineered [m}

Materials Inc. 2006 Stock Incentive Plan.

3. Approve adoption of the Brush Engineered m}
Materials Inc. 2006 Non- employee Director Equity
Plan.

4. Confirming the appointment of Ernst & Young as O
independent registered public accounting firm ef th
Company.

Date:

[m] O

[m] ]

[m] ]

, 2006

Signature

Signature

Title

NOTE: Please sign exactly as the name appearsréfdten signing as attorney, executor, administratostee or guardian, please add your title ab.<

FOLD AND DETACH HERE IF YOU ARE RETURNING YOUR VOTE D PROXY BY MAIL



