BRUSH ENGINEERED MATERIALS INC

FORM 10-K405

(Annual Report (Regulation S-K, item 405))

Filed 3/27/2002 For Period Ending 12/31/2001

Address 17876 ST. CLAIR AVE.
CLEVELAND, Ohio 44110
Telephone 216-383-4062
CIK 0001104657
Industry Metal Mining
Sector Basic Materials
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



UNITED STATES SECURITIES AND EXCHANGE

COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the fiscal year ended December 31, 2001
OR

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 1-7006

BRUSH ENGINEERED MATERIALS INC.

(Exact name of Registrant as specified in charter)

OHIO 34-1919973
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
17876 ST. CLAIR AVENUE, CLEVELAND, OHIO 44110
(Address of principal executive offices) (Zip Code)

REGISTRANT'S TELEPHONE NUMBER, INCLUDING AREA CODE 216-486-4200
SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:

TITLE OF EACH CLASS NAME OF EACH EXCHA NGE ON WHICH REGISTERED

Common Stock, no par value New York Stock Exchange

SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OFTHE ACT:
None

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastlags. Yes [X] No

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K i¢ oontained herein, and will not be
contained, to the best of registrant's knowledgelefinitive proxy or information statements incorated by reference in Part Ill of this Form
10-K or any amendment to this Form 10-K. [X]

The aggregate market value of Common Stock, neaae, held by non-affiliates of the registrantda upon the closing sale price on the
New York Stock Exchange) on March 11, 2002 was ayiprately $205,364,75¢

As of March 11, 2002, there were 16,637,041 shaff€mmon Stock, no par value, outstand



DOCUMENTS INCORPORATED BY REFERENCE
Portions of the annual report to shareholdersHeryear ended December 31, 2001 are incorporateefénence into Parts I, Il and IV.

Portions of the proxy statement for the annual ingeidf shareholders to be held on May 7, 2002 reerporated by reference into Part



PART |

Portions of the narrative set forth in this docubtbat are not statements of historical or curfaats are forward-looking statements. The
Company's actual future performance may materdhffer from that contemplated by the forwaabking statements as a result of a variet
factors. These factors include, in addition to thosentioned elsewhere herein, the condition ohthekets which the Company serves
(especially as impacted by events in particularkeig; including telecommunications and computepsical media, automotive electronics,
industrial components, aerospace and defense gutidrage markets, or in particular geographic regjpohanges in product mix, financial
condition of customers, the Company's success fiteimenting its strategic plans, the timely and sastul completion of pending capital
expansion projects, tax rates, exchange ratesyenests, the cost and availability of insurandgnges in government regulatory
requirements, the enactment of new legislationithpaicts the Company's obligations and the cormtusf pending litigation matters in
accordance with the Company's expectation thaé tél be no material adverse effects.

ITEM 1. BUSINESS

Brush Engineered Materials Inc., through its wholyned subsidiaries, is a leading manufactureiigifHperformance engineered materials
serving the global telecommunications and compuigtical media, automotive electronics, industriamnponents, aerospace and defense anc
appliance markets. As of December 31, 2001 the Gomnpad 1,946 employees.

As a result of a corporate restructuring completedanuary 1, 2001, the Company changed how dostdEtween its various businesses
and the corporate office. Certain costs that preshowere recorded at the corporate office, prilmaxpenses related to beryllium health and
safety and chronic beryllium disease (CBD), areadpeiharged to the responsible businesses begimriihdghe first quarter of 2001. This
organizational structure better reflects the way@ompany is managed. In addition, the businessdsedter positioned to capture the ben

of their individual growth opportunities unencuméay the financial, economic and operating ridkstier regions or businesses.

Under this structure, the Company's subsidiarieoeganized under two reportable segments, i.e Mital Systems Group and the
Microelectronics Group. The Metal Systems Grouguides Brush Wellman Inc. (Alloy Products and Bewyti Products) and Technical
Materials, Inc. (TMI). The Microelectronics Groupcludes Williams Advanced Materials Inc. (WAM) aBtbctronic Products, which
consists of Zentrix Technologies Inc. (Zentrix) @&mish Ceramic Products Inc. (a wholly owned subsydof Brush Wellman Inc.) Portions
of Brush International, Inc. are included in bo#igments. Included in "All Other" in the Companysahcial statements included later in this
Form 10-K are the operating results from BEM Sessjdnc. and Brush Resources Inc., two wholly owsgusidiaries of the Company. BEM
Services charges a management fee for servicds asuamdministrative and financial oversight, todtieer businesses within the Company on
a cost-plus basis. Brush Resources sells beryhiydnoxide produced through its Utah operationsuitside customers and to businesses
within the Metal Systems Group. As of DecemberZZl)1 BEM Services, Inc. and Brush Resources It 11857 employees.

METAL SYSTEMS GROUP

The Metals Systems Group is comprised of Alloy Rais (primarily copper beryllium), Beryllium Prodaand TMI. In 2001, 63% of the
Company's sales were from this segment (67% in e82B00 and 1999). As of December 31, 2001 theaM&ystems Group had 1,171
employees.

Alloy Products manufactures products that are rhetatally tailored to meet specific customer penfiance requirements. Copper beryllium
alloys exhibit high electrical and thermal conduitigés, high strength and hardness, good formalalitd excellent resistance to corrosion,
wear and fatigue. These alloys, sold in strip amét form, are ideal choices for demanding applmagiin the telecommunications and
computer, automotive electronics, aerospace, giloeation, appliances and plastic mold tooling nedsk These products are sold domesti
through Brush distribution centers and internatilgrtarough Company-owned distribution centers amkependent sales representatives.
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Beryllium Products manufactures products that idelberyllium, AIBeMet(R) and E-materials. Berylliuma lightweight metal possessing
unique mechanical and thermal properties. Its §ipestiffness is much greater than other enginestagttural materials such as aluminum,
titanium and steel. Beryllium is extracted fromtbbertrandite and imported beryl ore. In 2001,Gloenpany purchased land and mineral
rights that were previously leased by its miningmions in Utah. Beryllium products are used wmagety of high-performance applications
in the medical, electronic, defense, aerospaceptidal scanning markets. Beryllium-containing prots are sold throughout the world
through a direct sales organization and throughpamy-owned and independent distribution centers.

Alloy Products and Beryllium Products' only direcmpetitor in both the beryllium and beryllium aitofield is NGK Insulators, Ltd. of
Nagoya, Japan, with subsidiaries in the U.S. andfgu Alloy Products competes with alloy systemsnfiactured by Olin Corporatio
Wieland Electric Inc. and Stolberger Metallwerke K&t and also with other generally less expensivienas, including phosphor bronze,
stainless steel and other specialty copper anghadloys which are produced by a variety of comeaiaround the world. While the
Company is the only domestic producer of metalicylium, it competes with other fabricators as Iveel with designs utilizing other
materials.

TMI manufactures engineered material systems waielcombinations of precious and non-precious matatontinuous strip form, and are
used in complex electronic and electrical compoméntelecommunications systems, automotive elaittso semi-conductors and computers.
TMI's products are sold directly and through itesaepresentatives. Divisions of Cookson Group, Metallon Inc. and several European
manufacturers are competitors for the sale ofdndaiip. Strip with selective electroplating is@mpetitive alternative as are other design
approaches.

METAL SYSTEMS GROUP -- SALES AND BACKLOG

The backlog of unshipped orders as of Decembe2@11, 2000 and 1999 was $60,945,000, $140,246,00@%1,844,000, respectively.
Backlog is generally represented by purchase ottatanay be terminated under certain conditioli® Tompany expects that substantially
all of its backlog of orders for this segment atBmber 31, 2001 will be filled during 2002.

Sales are made to approximately 2,000 customenrger@ment sales, principally subcontracts, accouftedbout 3.3% of Metal Systems
Group sales in 2001 as compared to 2.3% in 200@d@¥d in 1999. Sales outside the United Statescimally to Western Europe, Canada
and Asia, accounted for approximately 38% of thealiBystems Group sales in 2001, 33% in 2000 af6l iB41999. Other segment report
and geographic information set forth on page 39ate L to the consolidated financial statementh@annual report to shareholders for the
year ended December 31, 2001 is incorporated hbyeiaference

METAL SYSTEMS GROUP -- RESEARCH AND DEVELOPMENT

Active research and development programs seek nesiupt compositions and designs as well as pranessations. Expenditures for
research and development amounted to $4,679,00001, $5,543,000 in 2000, and $6,799,000 in 1998&ta of 22 scientists, engineers i
technicians was employed in this effort as of y&at 2001. Some research and development projepisnditures for which are not material,
were externally sponsored.

MICROELECTRONICS GROUP

The Microelectronics Group is comprised of WAM dfldctronic Products, which consists of Zentrix &rdsh Ceramic Products Inc. In
2001, 36% of the Company's sales were from thimeeg (32% in 2000 and 31% in 1999). As of Decendier2001 the Microelectronics
Group had 608 employees.

WAM manufactures and fabricates precious metalspaetialty metal products for the hybrid microelesics, semiconductor, optical media,
electron tube, magnetic head including magnetisties (MR) and giant magnetic resistive (GMR) nitis, wireless, photonics, aerospace
and performance film industries. WAM's major prodiirees include vapor deposition materials, clad precious metal preforms,
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high temperature braze materials, ultra fine wsesgling lids for the semiconductor/hybrid marketd eestorative dental alloys.

WAM's products are sold directly from WAM's fadiis in Buffalo, New York; Brewster, New York; Whéatd, New York; Singapore and
the Philippines, as well as through direct saléised and independent sales representatives thootige world. Principal competition
includes companies such as Sumitomo Metals, Prén@irEngelhard Corporation, Honeywell Internasibimc. and a number of smaller
regional and national suppliers.

Zentrix produces electronic packaging, circuitrg gmowder metal products. Production sites includeddside, California; Tucson, Arizona;
Newburyport, Massachusetts and Kuala Lumpur, M&@apeyond its manufacturing capabilities, Zenaigo markets and distributes bery
ceramics for Brush Ceramic Products Inc. Theseywrsdare used in wireless communication, autompinaglical and aerospace applicati
Zentrix's products are sold directly and througlsiles representatives. Zentrix's principal coitgueh the beryllia ceramics market is CBL
Ltd. Other competitors of Zentrix include Kyocerar@oration, Semx Corporation, Aeroflex Inc., AmaricTechnical Ceramics and Anaren
Microwave, Inc. Competitive materials include alaaijaluminum nitride and composites.

MICROELECTRONICS GROUP -- SALES AND BACKLOG

The backlog of unshipped orders as of Decembe2@11, 2000 and 1999 was $20,458,000, $31,225,00620,283,000, respectively.
Backlog is generally represented by purchase ottlatanay be terminated under certain conditiolg CTompany expects that substantially
all of its backlog of orders for this segment atBmber 31, 2001 will be filled during 2002.

Sales are made to approximately 1,700 customenger@ment sales, principally subcontracts, accoufued.8% of Microelectronics Group
sales in 2001 as compared to 1.2% in 2000 andHass1% in 1999. Sales outside the United Statéwipally to Western Europe, Canada
and Asia, accounted for approximately 13% of Miteo#onics Group sales in 2001, 15% in 2000 and #8¥99. Other segment reporting
and geographic information set forth on page 39adte L to the consolidated financial statementh@annual report to shareholders for the
year ended December 31, 2001 is incorporated hbyeiaference

MICROELECTRONICS GROUP -- RESEARCH AND DEVELOPMENT

Active research and development programs seek nesiupt compositions and designs as well as praoessations. Expenditures for
research and development amounted to $1,648,00001h, $1,894,000 in 2000 and $1,707,000 in 1998 of 12 scientists, engineers and
technicians was employed in this effort as of yeadt 2001.

GENERAL
AVAILABILITY OF RAW MATERIALS

The principal raw materials used by the Companybargllium (extracted from both imported beryl @med bertrandite mined from the
Company's Utah properties), copper, gold, silvexkel, platinum and palladium. Ore reserve datlanagement's Discussion and Analysis
on page 18 of the Company's annual report to shhtets for the year ended December 31, 2001 igfracated herein by reference. The
Company has agreements to purchase stated guanfitieryl ore, beryllium metal and beryllium-coppeaster alloy from the Defense
Logistics Agency of the U.S. Government. In additithe Company has a long-term supply arrangemgghtliba/Kazatomprom of the
Republic of Kazakhstan and its marketing represetaNukem, Inc. of New York, to purchase quaastdf beryllium-copper master. The
availability of these raw materials, as well aseotinaterials used by the Company, is adequate emetally not dependent on any one
supplier.



PATENTS AND LICENSES

The Company owns patents, patent applicationsiaeddes relating to certain of its products and@sses. While the Company's rights ui
the patents and licenses are of some importanite aperations, the Company's business is not miyedependent on any one patent or
license or on all of its patents and licenses gioap.

REGULATORY MATTERS

The Company is subject to a variety of laws inahgdihose which regulate the use, handling, treatnséorage, discharge and disposal of
substances and hazardous wastes used or gener#fteddompany's manufacturing processes. The ibwalaf airborne beryllium particula
may present a health hazard to certain individi&ds.decades the Company has operated its beryliaitities under stringent standards of
inplant and outplant discharge. These standardishwirere first recommended by the Atomic Energy Gussion over fifty years ago, were,
in general, substantially adopted by the UnitedeSt&nvironmental Protection Agency (the "U.S. EP4#id the Occupational Safety and
Health Administration ("OSHA"). The government leastinued to review these standards, and goverrahagéncies continue to debate
their adequacy. The Department of Energy has pempaschronic beryllium disease preventive regutatis occupational exposure to
beryllium at Department of Energy facilities. Ther@pany has been the subject of newspaper artiole=eening the beryllium industry and
chronic beryllium disease. These articles, andrsthinilar to them, may exacerbate the regulatosrenment in which the Company
operates.

ITEM 2. PROPERTIES

The material properties of the Company, all of viahéce owned in fee except as otherwise indicatedas follows:

MANUFACTURING FACILITIES

BREWSTER, NEW YORK -- A 35,000 square foot leasadility on a 6.0 acre site for manufacturing segsicelating to nomprecious metal:

BUFFALO, NEW YORK -- A complex of approximately @00 square feet on a 3.8 acre site providing faslifor manufacturing, refining
and laboratory services relating to high puritygiwas metals.

DELTA, UTAH -- An ore extraction plant consisting 86,000 square feet of buildings and large outdacitities situated on a 4,400 acre
site. This plant extracts beryllium from bertraeditre from the Company's mines as well as from ntegdoeryl ore.

ELMORE, OHIO -- A complex containing approximat@6,000 square feet of building space on a 439alar¢ site. This facility employs
diverse chemical, metallurgical and metalworkinggasses in the production of beryllium, berylliuride, beryllium alloys and related
products.

FREMONT, CALIFORNIA -- A 16,800 square foot leaddility for the fabrication of precision electrtweam welded, brazed and diffusion
bonded beryllium structures.

JUAB COUNTY, UTAH -- 7,500 acres with respectivermial rights in Juab County, Utah from which theybeim-bearing ore, bertrandite,
is mined by the open pit method. A portion of th@enal rights is held under lease. Ore reserve skttéorth on page 18 in the annual report
to shareholders for the year ended December 31, ®(Acorporated herein by reference.

KUALA LUMPUR, MALAYSIA -- A 3,000 square foot leasemanufacturing facility that performs finishingesptions on electronic
packaging.

LINCOLN, RHODE ISLAND -- A manufacturing facilityansisting of 124,000 square feet located on 7.8sadrhis facility produces reel-to-
reel strip metal products which combine precious @on-precious metals in continuous strip form eeldted metal systems products.
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LORAIN, OHIO -- A manufacturing facility consistingf 55,000 square feet located on 15 acres. Thiltfaproduces non-beryllium metal
alloys in electronic induction furnaces which aoatinually cast into bar stock and heat treated.

NEWBURYPORT, MASSACHUSETT- A 30,000 square foot manufacturing facility od acre site that produces alumina, beryllia
ceramic and direct bond copper products.

OCEANSIDE, CALIFORNIA -- Two leased facilities tditag 20,200 square feet on 1.25 acres of leasatl [@mer three-quarters of these
facilities are comprised of clean rooms for thedaretion of thick-film circuits and other complexaiits.

SANTA CLARA, CALIFORNIA -- A 5,800 square foot lead facility that provides bonding services relatiog’hysical Vapor Deposition
(PVD) materials.

SHOEMAKERSVILLE (READING), PENNSYLVANIA -- A 123,00 square foot plant on a 10 acre site that prodtéesprecision strips of
copper beryllium and other alloys and copper bienyllrod and wire.

SINGAPORE -- A 4,500 square foot leased facility thee assembly and sale of precious metal herraetiing lids.

SUBIC BAY, PHILIPPINES -- A 5,000 square foot leddacility that manufactures Combo-Lid(R) and pemis preform assembly,
inspection and packaging.

TUCSON, ARIZONA -- A complex containing approximbt&3,000 square feet of building space on a 16 aite for the production of
beryllium oxide ceramic substrates and copper/tiamglseatsinks for use in electronic applications.

WHEATFIELD, NEW YORK -- A 29,000 square foot leaskility on a 10.2 acre site for manufacturingvéegs relating to braze material
and specialty alloys.

RESEARCH FACILITIES AND ADMINISTRATIVE OFFICES

CLEVELAND, OHIO -- A 110,000 square foot buildingr@n 18 acre site housing corporate and administraffices, data processing and
research and development facilities.

SERVICE AND DISTRIBUTION CENTERS
ELMHURST, ILLINOIS -- A 28,500 square foot leaseatility principally for distribution of copper bdtym alloys.
FAIRFIELD, NEW JERSEY -- A 24,500 square foot lech$acility principally for distribution of copperdoyllium alloys.

FUKAYA, JAPAN -- A 35,500 square foot facility on8l.acres of land in Saitama Prefecture principflhdistribution of copper beryllium
alloys.

SINGAPORE -- A 2,500 square foot leased sales®ffibich houses employees of Alloy Products and W#avl East.
STUTTGART, GERMANY -- A 24,750 square foot leasedifity principally for distribution of copper bdtym alloys.
THEALE (READING), ENGLAND -- A 19,700 square foaadsed facility principally for distribution of coppberyllium alloys.
WARREN, MICHIGAN -- A 34,500 square foot leasedifiag principally for distribution of copper berylim alloys.
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ITEM 3. LEGAL PROCEEDINGS

The Company and its subsidiaries are subject, fnoma to time, to a variety of civil and administva proceedings arising out of their normal
operations, including, without limitation, produdiztbility claims, health, safety and environmerdiims and employment-related actions.
Among such proceedings are the cases described.belo

CBD CLAIMS

There are claims pending in various state and &dewurts against Brush Wellman, one of the Comisasybsidiaries, by its employees,
former employees or surviving spouses and thirtiypadividuals alleging that they contracted, ovédeen placed at risk of contracting,
chronic beryllium disease ("CBD") or related ailrteeas a result of exposure to beryllium. Plainiiff€BD cases seek recovery under
theories of intentional tort and various other leébaories and seek compensatory and punitive dasag many cases of an unspecified sum.
Spouses, if any, claim loss of consortium.

During 2001, the number of CBD cases grew fromiido{ving 192 plaintiffs), as of December 31, 208®,/6 cases (involving 193
plaintiffs) as of December 31, 2001. During 2001 aggregate of two cases involving three plaintifése settled. 12 cases involving 25
plaintiffs were voluntarily dismissed by the plaifst. In addition, in one case, six plaintiffs vokarily dismissed their claims, and in another
case, two plaintiffs were voluntarily withdrawn. Mther cases were dismissed in 2001.

The 76 pending CBD cases fall into three categofidsemployee cases" involving an aggregate dsri&h Wellman employees, former
employees or surviving spouses (in 27 of thesescasgpouse has also filed claims as part of hiepspouse's case); 28 cases involving
third-party individual plaintiffs, with 58 individeis (and 38 spouses who have filed claims as p#ned spouse's case, and 10 children who
have filed claims as part of their parent's ca@e{l three purported class actions, involving 13viddals (and one spouse who has filed
claims as part of her spouse's case), as discosmedfully below. Employee cases, in which plafsttiave a high burden of proof, have
historically involved relatively small losses t@tltompany. Third-party plaintiffs (typically empless of customers) face a lower burden of
proof than do employees or former employees, trgditases are generally covered by varying le¥étsarance.

In the three purported class actions that are pgrafjainst Brush Wellman, the named plaintiffsgaléhat past exposure to beryllium has
increased their risk of contracting CBD, though trafshem do not claim to have actually contradte@hey seek medical monitoring funds
to be used to detect medical problems that thagyimay develop as a result of their exposure imrghme cases, also seek compensatory
and punitive damages.

One of the three purported class actions pendiagnagBrush Wellman was brought by named plaintfisbehalf of tradesmen who worked
in one of Brush Wellman's facilities as employeemdependent contractors. The two others weredirban behalf of current and former
employees of Brush Wellman's present and formetomess and vendors.

From January 1, 2002 to March 22, 2002, one casgght by the estate of a former employee was vatiptdismissed by the plaintiff. One
employee case (involving two plaintiffs) was volarily dismissed by the plaintiffs. One third-padgse (involving one plaintiff) was settled
and dismissed. Two employee cases (involving thtaimtiffs), were voluntarily dismissed by the pitiffs; however, the Company is
awaiting final court dismissal. The Company is ently engaged in settlement negotiations thatnedllt in the dismissal of 21 pending
lawsuits (involving 88 plaintiffs), including twaf ¢he purported class actions. As part of this pté settlement, two third-party cases
(involving three plaintiffs), one employee casev@ilving two plaintiffs), and two purported clasgians (involving 7 individual plaintiffs)
have been dismissed. In one third-party case (#mvgltwo plaintiffs), the plaintiffs have filed aigulation for dismissal; however, the
Company is awaiting final court dismissal. Thelsatent is expected to result in the dismissal oddditional cases. However, at this time,
the Company is including these cases within thel taimber of reportable pending cases as the mettiehas not been finalized. Certification
has been denied in the Company's only remainingquted class action.
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ENVIRONMENTAL CLAIMS

Brush Wellman was identified as one of the PotéptResponsible Persons (the "PRPs") under the Cehgmsive, Environmental, Respot
Compensation and Liability Act ("CERCLA") at the&jpron Superfund Site in Elkton, Maryland. It reedfa settlement with the U.S. EPA
resolving its liability under the Administrative @ars by Consent dated August 21, 1989 and Octqld99ll for $20,461. In August 2001, the
U.S. EPA and the Galaxy Spectron Group (of whichsBrWellman is a member) made a de minimis setti¢oféer, designed to resolve all
remaining liability with respect to the SpectroteSto PRPs that sent relatively small amountsaaBidous substance-containing materials to
the site. Brush Wellman has elected to participatee settlement. Under the terms of the propastiiement, Brush Wellman's payment
obligation is $122,000. The settlement has not ieatfized.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

The following table provides information as to #hecutive officers of the Company.

NAME AGE POSITIONS AND OFFICES
Gordon D. Harnett 59 Chairman of the Board, Chief Executive Officer and
Director
John D. Grampa 54 Vice President Finance and Chief Financial Officer
William R. Seelbach 53 President
Daniel A. Skoch 52 Senior Vice Pre sident Administration

MR. HARNETT was elected Chairman of the Board, €&igecutive Officer and Director of the Companyeetive January 1991. He had
served as President of the Company until 2001 r Rrithat, he had served as a Senior Vice Presaféftte B. F. Goodrich Company from
November 198¢€

MR. GRAMPA was elected Vice President Finance ahgdfd-inancial Officer in November 1999. He hadveeras Vice President Finance
since October 1998. Prior to that, he had servada@sPresident, Finance for the worldwide materlalsiness of Avery Dennison
Corporation since March 1994 and prior to that theeheld other various financial positions at AvBgnnison Corporation from 1984,

MR. SEELBACH was elected President, Brush Engirctétaterials Inc. in May 2001 and has served asidRresof Brush Wellman Inc.
since July 2000. Prior to that time, he had seas@resident, Alloy Products since June 1998. ldebkan Chairman and CEO of Inverness
Partners since October 1987 and prior to InverRasgers, he was a partner with McKinsey & Company.

MR. SKOCH was elected Senior Vice President Adniiai®n in July 2000. Prior to that time, he hadsed as Vice President
Administration and Human Resources since March 1B@6had served as Vice President Human Resoures luly 1991 and prior to that
time, he was Corporate Director -- Personnel.



PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON STOCK AN D RELATED STOCKHOLDER MATTERS

The Company's Common Stock is traded on the New %twck Exchange. As of March 11, 2002 there we9&2 shareholders of record.
Information as to stock price and dividends declaet forth on page 41 in Note M to the consolidditgancial statements in the annual re
to shareholders for the year ended December 31, B0fcorporated herein by reference. The Comgaatyility to pay dividends is restricted
as provided in the Third Amendment to the Creditedgnent and Consent dated December 31, 2001.

ITEM 6. SELECTED FINANCIAL DATA

Selected Financial Data on page 42 of the annpakté¢o shareholders for the year ended Decemhe2@®I11 is incorporated herein by
reference.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The management's discussion and analysis of fiakoandition and results of operations on pagethidugh 21 of the annual report to
shareholders for the year ended December 31, 20@tadrporated herein by reference.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The market risk disclosures on page 20 of the dmepart to shareholders for the year ended Dece®be2001 are incorporated herein by
reference.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The report of independent auditors and the follgadonsolidated financial statements of the Compacdiyded in the annual report to
shareholders for the year ended December 31, 2@0heorporated herein by reference:

Consolidated Balance Sheets -- December 31, 2001 &®900.
Consolidated Statements of Income -- Years endegmber 31, 2001, 2000 and 1999.
Consolidated Statements of Shareholders' Equityears ended December 31, 2001, 2000 and 1999.
Consolidated Statements of Cash Flows -- Yearscebégeember 31, 2001, 2000 and 1999.
Notes to Consolidated Financial Statements.

Quarterly Data on page 41 in Note M to the consadid financial statements in the annual reporh&reholders for the years ended
December 31, 2001 and 2000 is incorporated hesemaference.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.



PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information under Election of Directors on pa@ehrough 4 of the Proxy Statement dated Mar¢t2@82, as filed with the Securities
and Exchange Commission pursuant to Regulation liicorporated herein by reference. Informatiatihwespect to Executive Officers of
the Company is set forth under Item 4A -- Execu@féicers of the Registrant.

ITEM 11. EXECUTIVE COMPENSATION

The information required under this heading is ipooated by reference from pages 9 through 12efttoxy Statement dated March 18,
2002, as filed with the Securities and Exchange @@sion pursuant to Regulation 14A.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information required under this heading is ipooated by reference from pages 7 and 8 of theyP8tatement dated March 18, 2002, as
filed with the Securities and Exchange Commissiorspant to Regulation 14A.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

Not applicable



PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(@) 1. FINANCIAL STATEMENTS AND SUPPLEMENTAL INFORMTION

Included in Part Il of this Form 10-K annual repytreference to the annual report to shareholderthe year ended December 31, 2001 are
the following consolidated financial statements:

Consolidated Balance Sheets -- December 31, 2001 &®000.
Consolidated Statements of Income -- Years endegidber 31, 2001, 2000 and 1999.
Consolidated Statements of Shareholders' Equitears ended December 31, 2001, 2000 and 1999.
Consolidated Statements of Cash Flows -- YearsceBéeember 31, 2001, 2000 and 1999.
Notes to Consolidated Financial Statements.
Report of Independent Auditors.
(@) 2. FINANCIAL STATEMENT SCHEDULES
The following consolidated financial informatiorrfthe years ended December 31, 2001, 2000 andi$¢%e®mitted herewith:
Schedule Il -- Valuation and qualifying accounts.

All other schedules for which provision is maddhe applicable accounting regulations of the Séesrand Exchange Commission are not
required under the related instructions or areptiagble, and therefore have been omitted.

(a) 3. EXHIBITS

(2)  Agreement of Merger, dated as of May 17, 2 000, by and among
Brush Merger Co., Brush Wellman Inc. and B rush Engineered
Materials Inc. (filed as Annex A to the Re gistration
Statement on Form S-4 filed by the Company on February 1,
2000, Registration No. 333-95917), incorpo rated herein by
reference.

(3a) Amended and Restated Articles of Incorpora tion of Brush
Engineered Materials Inc. (filed as Annex B to the
Registration Statement on Form S-4 filed b y the Company on
February 1, 2000, Registration No. 333-959 17), incorporated
herein by reference.

(3b) Amended and Restated Code of Regulations o f Brush Engineered
Materials Inc. (filed as Exhibit 4(b) to t he Current Report
on Form 8-K filed by Brush Wellman Inc. on May 16, 2000),
incorporated herein by reference.

(4a) Credit Agreement dated as of June 30, 2000 among Brush
Wellman Inc. and Brush Engineered Material s Inc. as the
borrowers and National City Bank, N.A. act ing for itself and
as agent for certain other banking institu tions as lenders
(filed as Exhibit 4a to the Company's Form 10-Q Quarterly
Report for the quarter ended June 30, 2000 ), incorporated
herein by reference.

(4b)  First Amendment to Credit Agreement dated as of March 30,
2001 among Brush Wellman Inc. and Brush En gineered Materials
Inc. as the borrowers and National City Ba nk, N.A. acting
for itself and as agent for certain other banking
institutions as lenders. (filed as Exhibit 4 to the
Company's Form 10-Q Quarterly Report for t he quarter ended
March 30, 2001), incorporated herein by re ference.
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(4c) Second Amendment to Credit Agreement dated
28, 2001 among Brush Wellman Inc. and Brus
Materials Inc. as the borrowers and Nation
acting for itself and as agent for certain
institutions as lenders.

(4d)  Third Amendment to Credit Agreement dated
2001 among Brush Wellman Inc. and Brush En
Inc. as the borrowers and National City Ba
for itself and as agent for certain other
institutions as lenders.

(4e) Rights Agreement, dated as of May 10, 2000
Brush Engineered Materials Inc. and Nation
as Rights Agent (filed as Exhibit 4(a) to
on Form 8-K filed by Brush Engineered Mate
16, 2000), incorporated herein by referenc

(4f)  Pursuant to Regulation S-K, Item 601 (b)(4
agrees to furnish to the Commission, upon
copy of the instruments defining the right
long-term debt of the Company that are not
this report.

(10a)* Employment Arrangement between the Company
R. Seelbach dated June 3, 1998 (filed as E
Company's Form 10-Q Quarterly Report for t
July 3, 1998), incorporated herein by refe

(10b)* Addendum to Employment Arrangement between
Mr. William R. Seelbach dated June 24, 199
Exhibit 10c to the Company's Form 10-Q Qua
the quarter ended July 3, 1998), incorpora
reference.

(10c) Form of Indemnification Agreement entered
Company and Mr. William R. Seelbach dated
(filed as Exhibit 10d to the Company's For
Report for the quarter ended July 3, 1998)
herein by reference.

(10d) Form of Indemnification Agreement entered
Company and its executive officers (filed
the Company's Form 10-K Annual Report for
December 31, 1994, Commission File No. 1-7
herein by reference.

(10e) Form of Indemnification Agreement entered
Company and its directors (filed as Exhibi
Company's Form 10-K Annual Report for the
December 31, 1994, Commission File No. 1-7
herein by reference.

(10f)* Form of Severance Agreement entered into b
Messrs. Gordon D. Harnett, William R. Seel
Skoch and John D. Grampa dated October 8,

(10g)* Form of Executive Insurance Agreement ente
Company and certain employees dated Januar

(10h)* Form of Trust Agreement between the Compan
Company of Ohio, N.A. (formerly Ameritrust
Association) on behalf of the Company's ex
(filed as Exhibit 10e to the Company's For
Report for the year ended December 31, 199
No. 1-7006), incorporated herein by refere

(20i)* Brush Engineered Materials Inc. (formerly
Inc.) Deferred Compensation Plan for Non-e
effective January 1, 1992 (filed as Exhibi
Statement dated March 6, 1992, filed by Br
Commission File No. 1-7006), incorporated
reference.
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(20j)* Amendment, dated May 17, 2000, to the Brus
Materials Inc. Deferred Compensation Plan
Directors (filed as Exhibit 4b to Post-Eff
No. 1 to Registration Statement No. 333-63
herein by reference.

(10k)* First Amendment to the Deferred Compensati
Non-employee Directors as amended through
(filed as Exhibit 4c to Post-Effective Ame
Registration Statement No. 333-74296), inc
by reference.

(20l)* Form of Trust Agreement between the Compan
City Bank, N.A. dated January 1, 1992 on b
Non-employee Directors of the Company (fil
to the Company's Form 10-K Annual Report f
December 31, 1992, Commission File No. 1-7
herein by reference.

(10m)* Incentive Compensation Plan adopted Decemb
effective January 1, 1992 (filed as Exhibi
Company's Form 10-K Annual Report for the
December 31, 1991, Commission File No. 1-7
herein by reference.

(10n)* Supplemental Retirement Plan as amended an
December 1, 1992 (filed as Exhibit 10n to
10-K Annual Report for the year ended Dece
Commission File No. 1-7006), incorporated
reference.

(100)* Amendment Number 2, adopted January 1, 199
Retirement Benefit Plan as amended and res
1992 (filed as Exhibit 100 to the Company'
Report for the year ended December 31, 199
No. 1-7006), incorporated herein by refere

(10p)* Amendment Number 3, adopted May 5, 1998, t
Retirement Benefit Plan as amended and res
1992 (filed as Exhibit 10s to the Company'
Report for the year ended December 31, 199
herein by reference.

(10g)* Amendment Number 4, adopted December 1, 19
Supplemental Retirement Benefit Plan as am
December 1, 1992 (filed as Exhibit 10t to
10-K Annual Report for the year ended Dece
incorporated herein by reference.

(20r)* Amendment Number 5, adopted December 31, 1
Supplemental Retirement Benefit Plan as am
December 1, 1992 (filed as Exhibit 10u to
10-K Annual Report for the year ended Dece
incorporated herein by reference.

(10s)* Amendment Number 6, adopted September, 199
Retirement Benefit Plan as amended and res
1992. (filed as Exhibit 10u to the Company
Annual Report for the year ended December
Commission File No. 1-7006), incorporated
reference.

(10t)* Amendment Number 7, adopted May, 2000, to
Retirement Benefit Plan as amended and res
1992. (filed as Exhibit 10v to the Company
Annual Report for the year ended December
Commission File No. 1-7006), incorporated
reference.

(10u)* Amendment Number 8, adopted December 21, 2
Supplemental Retirement Benefit Plan as am
December 1, 1992.

(10v)* Brush Engineered Materials Inc. (formerly
Inc.) Key Employee Share Option Plan (file
to the Registration Statement on Form S-8
Wellman Inc. on May 5, 1998), incorporated
reference.
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(10w)* Amendment No. 1 to the Brush Engineered Ma
Employee Share Option Plan dated May 17, 2
Exhibit 4b to Post-Effective Amendment No.
Statement No. 333-52141), incorporated her

(20x)* Brush Engineered Materials Inc. (formerly
Inc.) 1979 Stock Option Plan, as amended p
approval of shareholders on April 21, 1982
Wellman Inc. as Exhibit 15A to Post-Effect
3 to Registration Statement No. 2-64080),
herein by reference.

(10y)* Amendment, dated May 17, 2000, to the Brus
Materials Inc. 1979 Stock Option Plan (fil
to Post-Effective Amendment No. 5 to Regis
No. 2-64080), incorporated herein by refer

(10z)* Brush Engineered Materials Inc. (formerly
Inc.) 1984 Stock Option Plan as amended by
Directors on April 18, 1984 and February 2
Brush Wellman Inc. as Exhibit 4.4 to Regis
No. 33-28605), incorporated herein by refe

(10aa)* Amendment, dated May 17, 2000, to the Brus
Materials Inc. 1984 Stock Option Plan (fil
to Post-Effective Amendment No. 1 to Regis
No. 2-90724), incorporated herein by refer

(10bb)* Brush Engineered Materials Inc. (formerly
Inc.) 1989 Stock Option Plan (filed by Bru
Exhibit 4.5 to Registration Statement No.
incorporated herein by reference.

(10cc)* Amendment, dated May 17, 2000, to the Brus
Materials Inc. 1989 Stock Option Plan (fil
to Post-Effective Amendment No. 1 to Regis
No. 33-28605), incorporated herein by refe

(10dd)* Brush Engineered Materials Inc. (formerly
Inc.) 1995 Stock Incentive Plan as Amended
(filed by Brush Wellman Inc. as Exhibit A
Proxy Statement dated March 16, 1998, Comm
1-7006), incorporated herein by reference.

(10ee)* Amendment, dated May 17, 2000, to the Brus
Materials Inc. 1995 Stock Incentive Plan (
4b to Post-Effective Amendment No. 1 to Re
Statement No. 333-63357), incorporated her

(10ff)* Brush Engineered Materials Inc. (formerly
Inc.) 1997 Stock Incentive Plan for Non-em
(filed by Brush Wellman Inc. as Exhibit B
Proxy Statement dated March 16, 1998, Comm
1-7006), incorporated herein by reference.

(10gg)* Amendment, dated May 17, 2000, to the Brus
Materials Inc. 1997 Stock Incentive Plan f
Directors (filed as Exhibit 4b to Post-Eff
No. 1 to Registration Statement No. 333-63
herein by reference.

(10hh)* Brush Engineered Materials Inc. (formerly
Inc.) 1997 Stock Incentive Plan for Non-em
(filed as Appendix B to the Company's Prox
March 18, 2001, Commission File No. 1-7006
herein by reference.

(20ii)* Brush Engineered Materials Inc. Executive
Compensation Plan (2000 Restatement).(file
to the Company's Form 10-K Annual Report f
December 31, 2000), incorporated herein by
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(210jj)* Trust Agreement for Brush Engineered Mater
(formerly Brush Wellman Inc.) Executive De
Compensation Plan, dated September 14, 199
Exhibit 10hh to the Company's Form 10-K An
the year ended December 31, 1999), incorpo
reference.

(10kk) Lease dated as of October 1, 1996, between
Inc. and Toledo-Lucas County Port Authorit
Exhibit 10v to the Company's Form 10-K Ann
year ended December 31, 1996), incorporate
reference.

(10ll) Master Lease Agreement dated December 30,
Wellman Inc. and National City Bank, N.A.
and as agent for certain participants (fil
to the Company's Form 10-K Annual Report f
December 31, 1996), incorporated herein by

(10mm) Consolidated Amendment No. 1 to Master Lea
Equipment Schedules dated as of June 30, 2
Wellman Inc. and National City Bank, N.A.
and as agent for certain participants (fil
to the Company's Form 10-Q Quarterly Repor
ended June 30, 2000), incorporated herein

(10nn) Consolidated Amendment No. 2 to Master Lea
Equipment Schedules dated as of March 30,
Wellman Inc. and National City Bank, N.A.
and as agent for certain participants (fil
to the Company's Form 10-Q Quarterly Repor
ended March 30, 2001), incorporated herein

(1000) Consolidated Amendment No. 3 to Master Lea
Equipment Schedules dated as of September
Brush Wellman Inc. and National City Bank,
itself and as agent for certain participan

(10pp) Consolidated Amendment No. 8 to Master Lea
Equipment Schedules dated as of December 3
Brush Wellman Inc. and National City Bank,
itself and as agent for certain participan

(13) Annual Report to shareholders for the year
31, 2001.

(21) Subsidiaries of the registrant.
(23) Consent of Ernst & Young LLP.

(24) Power of Attorney.
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* Reflects management contract or other compengatwangement required to be filed as an Exhihispant to Item 14(c) of this Report.
(b) REPORTS ON FORM 8-K
There were no reports on Form 8-K filed during filverth quarter of the year ended December 31, 2001.
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SIGNATURES

Pursuant to the requirements of Section 13 of #mufities Exchange Act of 1934, the registrantchdyg caused this report to be signed on its
behalf by the undersigned, thereunto duly authdrize

March 27, 2002
BRUSH ENGINEERED MATERIALS INC.

By: /'s/ GORDON D. HARNETT

Gordon D. Harnett
Chai rman of the Board,
Presi dent and Chief Executive Oficer

By: /'s/ JOHN D. GRAMPA

John D. Granpa
Vi ce President Finance
and Chief Financial Oficer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

/sl GORDON D. HARNETT* Cha irman of the Board, March 27, 2002
Chi ef Executive Officer
Gordon D. Harnett* and Director
(Pr incipal Executive
Off icer)
/s/ JOHN D. GRAMPA Vic e President Finance and March 27, 2002
Chi ef Financial Officer
John D. Grampa (Pr incipal Financial and
Acc ounting Officer)
/s/ ALBERT C. BERSTICKER* Dir ector March 27, 2002

Albert C. Bersticker*

/sl CHARLES F. BRUSH, IlI* Dir ector March 27, 2002

Charles F. Brush, IlI**

/s/ DAVID H. HOAG* Dir ector March 27, 2002

David H. Hoag*

/s/ JOSEPH P. KEITHLEY* Dir ector March 27, 2002

Joseph P. Keithley*

/sl WILLIAM P. MADAR* Dir ector March 27, 2002

William P. Madar*

/sI N. MOHAN REDDY* Dir ector March 27, 2002

N. Mohan Reddy*

/s/ WILLIAM R. ROBERTSON* Dir ector March 27, 2002

William R. Robertson*

/s/ JOHN SHERWIN, JR.* Dir ector March 27, 2002

John Sherwin, Jr.*

*The undersigned, by signing his name hereto, dagsand execute this report on behalf of each@fbove-named officers and directors of
Brush Engineered Materials Inc., pursuant to Powerttorney executed by each such officer andadefiled with the Securities and
Exchange Commission.

By: /s/ JOHN D. GRAMPA March 27, 2002

John D. Grampa
Attorney-in-Fact
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SCHEDULE II -- VALUATION AND QUALIFYING ACCOUNTS

BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

COL. A COL.B

BALANCE AT BEGINNING CHAR
OF PERIOD

DESCRIPTION

Year ended December

31, 2001

Deducted from asset
accounts:

Allowance for
doubtful accounts
receivable........

Inventory reserves
and
obsolescence......

Year ended December

31, 2000

Deducted from asset
accounts:

Allowance for
doubtful accounts
receivable........

Inventory reserves
and
obsolescence......

Year ended December

31, 1999

Deducted from asset
accounts:

Allowance for
doubtful accounts
receivable........

Inventory reserves
and
obsolescence......

$1,677,000

$3,151,000

$1,744,000

$3,526,000

$2,127,000

$1,740,000

Note A-- Bad debts written-off, net of recoveries.

Note B-- Inventory write-off.

YEARS ENDED DECEMBER 31, 2001, 2000 AND 1999

$

CoL.C

ADDITIONS

COL.D

(1)

(2)

GED TO COSTS CHARGED TO OTHER
D EXPENSES ACCOUNTS-DESCRIBE

40,000

5,599,000

5,000

4,517,000

$ 328,000)

3,514,000

16

$0

$0

$0

$0

$0

$0

$ 203,000(A)

$4,043,000(B)

$ 72,000(A)

$4,892,000(B)

$ 55,000(A)

$1,728,000(B)

DEDUCTION-
DESCRIBE

BA

LANCE AT END
OF PERIOD

$1,514,000

$4,707,000

$1,677,000

$3,151,000

$1,744,000

$3,526,000



EXHIBIT 4C
SECOND AMENDMENT AND WAIVER TO CREDIT AGREEMENT

SECOND AMENDMENT AND WAIVER TO CREDIT AGREEMENT, dad as of September 28, 2001 ("Amendment"), byaandng
BRUSH ENGINEERED MATERIALS INC., an Ohio corporatigthe "PARENT"), and BRUSH WELLMAN INC., an Ohi@iporation and
a wholly owned subsidiary of the Parent ("BRUSH WIMAN") (the Parent and Brush Wellman are hereinhea¢COMPANY" or a
"BORROWER" and collectively, together with eachtoéir respective successors and assigns, the "CONER' or the "BORROWERS"),
the lending institutions listed that are partieshis Amendment (herein, together with its or thseiccessors and assigns, each a "LENDER"
and collectively the "LENDERS"), and NATIONAL CITBANK, a national banking association, as one oflteeders, as the Lender under
the Swing Line Revolving Facility (herein, togethrth its successors and assigns, the "SWING LINENDER"), and as administrative
agent (the "ADMINISTRATIVE AGENT"):

WITNESSETH THAT:

WHEREAS, the Borrowers, the Lenders (or their poedsors, as the case may be), the Swing Line Lemdkthe Administrative Agent
entered into a Credit Agreement, dated as of JOn2@0, as amended by a First Amendment to Cheplitement dated as of March 30,
2001 (the "CREDIT AGREEMENT"), under which the Lemsl, subject to certain conditions, agreed to tertle Borrowers up to
$65,000,000 from time to time in accordance with tbrms thereof; and

WHEREAS, the parties desire to amend the Credie@grent as set forth herein;

NOW, THEREFORE, in consideration of the premises thie mutual covenants and agreements containethhtre parties hereto agree
follows:

1. EFFECT OF AMENDMENT; DEFINITIONS.

The Credit Agreement shall be and hereby is ameadguovided in Section 2 hereof. Except as exjyr@ssended in Section 2 hereof, the
Credit Agreement shall continue in full force arifitet in accordance with its respective provisionsthe date hereof. As used in the Credit

Agreement, the terms "Credit Agreement”, "Agreemétitis Agreement”, "herein”, "hereinafter”, "h&s& "hereof", and words of similar
import shall, unless the context otherwise requimgsan the Credit Agreement as amended and modb§iedis Amendment.

2. AMENDMENTS.

(A) Section 1.1 of the Credit Agreement shall beeaded by deleting the existing definitions of "Calidated Income Tax Expense”,
"Guarantors" and "Security Documents" and insertirggfollowing in lieu thereof:

"'CONSOLIDATED INCOME TAX EXPENSE" shall mean, fany period, all provisions for taxes based on #tdmcome of the Borrowe
and the Subsidiaries (including, without limitati@my additions to such taxes, and any penaltidsrdaarest with respect thereto), all as
determined for the Borrowers and the Subsidianea oonsolidated basis in accordance with GAAPyiged, that if the aggregate net
amount of those taxes for any period in questiannggative figure, the Consolidated Income Taxeagp for the period in question shall be
treated as zero for purposes of this Agreement.

"GUARANTORS" shall mean each of Williams Advancedaterials Inc., a New York corporation, Circuits €égssing Technologies, Inc., a
California corporation, Brush International, Ingn Ohio



corporation, and Technical Materials, Inc., an Gdogporation, Brush Ceramic Products Inc., an Ar&oorporation, Zentrix Technologies
Inc., an Arizona corporation, and Brush Resournes h Utah corporation, and their respective sssmrs and assigns, and any other
Subsidiary that in accordance with Section 8.12##cutes and delivers to the Administrative AgeBuaranty Agreement in substantially
the form attached as Exhibit G, and its respeciw@essors and assigns.

"SECURITY DOCUMENTS" shall mean the Pledge Agreetndre Guaranties, the Security Agreement, the iflisvg Security Agreement
and each other document pursuant to which any diesecurity interest is granted by any Borroweamy Subsidiary to the Administrative
Agent as security for any of the Obligations."

(B) Section 1.1 of the Credit Agreement shall beeaded by inserting the following definitions in pey alphabetical order:

"'SECURITY AGREEMENT" shall mean the Security Agneent, dated as of September 28, 2001, by Brushnvdelland the Parent in favor
of National City Bank, as Collateral Agent, as sane may be amended, restated, modified or supptechérom time to time.

SUBSIDIARY SECURITY AGREEMENT shall mean the Setyrhgreement, dated as of September 28, 2001, d¥stharantors in favor of
National City Bank, as Collateral Agent, as the sanmay be amended, restated, modified or supplehéme time to time.'

(C) Section 2.8(h) of the Credit Agreement shalbbeended by deleting the Pricing Grid Table sehftirerein and inserting the following in
lieu thereof:

"PRICING GRID TABLE
(EXPRESSED IN BASIS POINTS)

RATIO OF APPLIC ABLE EURODOLLAR APPLICABLE PRIME APPLIC ABLE
CONSOLIDATED TOTAL DEBT MARGIN FOR GENERAL RATE MARGIN FACILI TY FEE RATE
TO REVOLV ING LOANS

CONSOLIDATED EBITDAR

Greater than or equal to 4.00 to 1.00 30 0.00 75.00 50.0 0

(greater than) 3.50 to 1.00 and
(less than) 4.00 to 1.00 25 0.00 50.00 40.0 0

(greater than) 3.00 to 1.00 and
(less than or equal to) 3.50 to 1.00 20 0.00 25.00 30.0 0

(greater than) 2.50 to 1.00 and
(less than or equal to) 3.00 to 1.00 17 5.00 -0- 30.0 0

(less than or equal to) 2.50 to 1.00 15 0.00 -0- 25.0 0

Notwithstanding the above provisions, from Septen@8 2001, through and including September 3012@6ad thereafter until chang
hereunder in accordance with the provisions séh faoove, for all purposes of this Agreement, tipplcable Prime Rate Margin will be 75
basis points per
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annum, the Applicable Eurodollar Margin for GendRalolving Loans will be 300 basis points per anpand the Applicable Facility Fee
Rate shall be 50 basis points per annum."

(D) Section 9.3 of the Credit Agreement shall beeaded by
(i) deleting the word "and" at the end of subsetti), (ii) inserting "; and" in lieu of the periad the end of subsection (d), and (iii) inserting
the following as subsection (e):

"(e) SALE OR DISCOUNT OF CERTAIN FOREIGN RECEIVABIE sales, without recourse, by any Foreign SubrsidifiBrush
International, Inc., conducted in the ordinary sauof its business, of its accounts receivablejigeal that such sales are consistent with the
customary practices of the applicable country &ad $uch sales do not exceed an amount greate$@00,000 in the aggregate at any
given time."

(E) Section 9.7 of the Credit Agreement shall beaded by deleting the same and inserting the fatigwn lieu thereof :

"9.7. RATIO OF CONSOLIDATED TOTAL DEBT TO CONSOLIDRED TOTAL ADJUSTED CAPITAL AND MINIMUM EBITDAR.

The Borrowers will not at any time permit the ragapressed as a percentage, of (x) the amoundrédlidated Total Debt to (y)
Consolidated Total Adjusted Capital, to excee® o from the date of this Agreement through anéluiing September 30, 2001, (ii) 43%
for the period commencing October 1, 2001, throaigth including December 31, 2001; (iii) 45% for geiod commencing January 1, 2002,
through and including September 30, 2002; and5@#6 on and after October 1, 2002. In addition,Bberowers will not at any time permit
the Consolidated EBITDAR, at the end of each fisgarter ending on the dates described below, atidrspect to the fiscal quarters enc
on June 30, September 30 and December 31, 20G2comulative basis for the respective longer pariadicated in the parenthesis below,
to be less than the amount set forth oppositefithe! quarter:

Fiscal Quarter Ended Minimum Consolid ated Ebitdar
March 31, 2002 (3 months) $ 3,780,00 0
June 30, 2002 (6 months) $ 12,330,00 0
September 30, 2002 (9 months) $ 21,960,00 0
December 31, 2002 (12 months) $ 31,770,00 0"

3. WAIVERS.

(A) Subject to the conditions set forth in Secttoherein, the Administrative Agent, the Swing Llcender and the Lenders hereby waive the
Borrowers' failure to comply with Section 9.8 oétBredit Agreement, regarding the Ratio of Consiéid Total Debt to Consolidated
EBITDAR, for each of the Testing Periods endingt8eber 30, 2001, December 31, 2001, March 31, 2D@# 30, 2002, and September
30, 2002. Such waiver shall apply only to the Bargos' compliance with such Section for and at testifig Periods ending on the dates set
forth in the immediately preceding sentence andmany past or future Testing Period and not to@ther covenants and agreements
contained in the Credit Agreement or the otherteel&redit Documents.

(B) Subject to the conditions set forth in Secttoherein, the Administrative Agent, the Swing Llrender and the Lenders hereby waive the
Borrowers' failure to comply with Section 9.9 oét@redit Agreement, regarding the Consolidatedd-@karge Coverage
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Ratio, for each of the Testing Periods ending D31, 2001, March 31, 2002, June 30, 2002, apte8d#er 30, 2002. Such waiver shall
apply only to the Borrowers' compliance with su@tt®n for and at the Testing Periods ending orddtes set forth in the immediately
preceding sentence and not to any past or futusénePeriod and not to any other covenants aneeagents contained in the Credit
Agreement or the other related Credit Documents.

4. REPRESENTATIONS AND WARRANTIES.

(A) Each Borrower hereby represents and warrantseid.enders, the Swing Line Lender and the Adniaive Agent that all representatic
and warranties set forth in the Credit Agreemenarmaended hereby, are true and correct in all mhtespects, and that this Amendment, the
Security Agreement and the Subsidiary Security Agrent have been executed and delivered by dulparéu officers of the Borrowers a
the Guarantors that are parties thereto and cotestithe legal, valid and binding obligation of B&rowers and Guarantors that are parties
thereto, enforceable against each of them in aecoelwith their respective terms.

(B) Each Borrower hereby represents and warrartsetbenders, the Swing Line Lender and the Adrviaiive Agent that the execution,
delivery and performance by the Borrowers of thisehdment and the Security Agreement, and theiogegnce of the Credit Agreement,
and the execution, delivery and performance byGharantors of the Subsidiary Security Agreementiegn authorized by all requisite
corporate action and will not (1) violate

(a) any order of any court, or any rule, regulatiororder of any other agency of government, (B)Afticles of Incorporation, the Code of
Regulations or any other instrument of corporateegaance of the Borrowers or the Guarantors, alcafybe, or (c) any provision of any
indenture, agreement or other instrument to whitttee of the Borrowers or any of the Guarantora mrty, or by which either of the
Borrowers or any of the Guarantors or any of theiperties or assets are or may be bound; (2) benfiict with, result in a breach of or
constitute, alone or with due notice or lapse mietior both, a default under any indenture, agreeoresther instrument referred to in (1)(c)
above; or (3) result in the creation or impositidrany lien, charge or encumbrance of any naturatsdever.

5. CONDITIONS PRECEDENT.
When the following conditions precedent have beeh this Amendment shall be effective as of Sepam28, 2001.:

(A) The Borrowers shall have executed and delivéoetidministrative Agent the Security Agreemenfarm and substance satisfactory to
Administrative Agent pursuant to which the obligat of the Borrowers under the Credit Agreementathdr obligations of the Borrowers
the Lenders under Synthetic Leases, swap agreerethteimbursement agreements are secured bytak gfersonal property of the
Borrowers, subject to the exceptions set fortheimer

(B) The Guarantors shall have executed and delivierédministrative Agent one or more Subsidiarg &y Agreements in form and
substance satisfactory to Administrative Agent parg to which the obligations of Guarantors untleirtrespective Guaranties are secured
by all of the personal property of Guarantors, sabjo the exceptions set forth therein.
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(C) Each Borrower's secretary or treasurer shak lartified to each Lender (i) a copy of resolnsialuly adopted by that Borrower's boar
directors in respect of this Amendment and the Bgcigreement, (i) true and correct copies ofttBarrower's current Articles of
Incorporation and Code of Regulations, (iii) thenes and true signatures of the officers of that®eer authorized to sign this Amendment
and the Security Agreement on behalf of the Bormpard (iv) that, after giving effect to the ameradits and waivers set forth herein, no
"Event of Default" or "Default” (as those terms dedined in the Credit Agreement) exists.

(D) Each Guarantor's secretary or treasurer shat lgertified to each Lender (i) a copy of resolui duly adopted by that Guarantor's board
of directors in respect of the Subsidiary Secuhityeements to which it is a party, (ii) true andreat copies of that Guarantor's current
Articles of Incorporation or Certificate of Inconmation and Code of Regulations or Bylaws, (iii) tteemes and true signatures of the officers
of that Guarantor authorized to sign the Subsidi&agurity Agreements to which it is a party on bebfthat Guarantor, and (iv) that, after
giving effect to the amendments and waivers s¢ foerein, no "Event of Default" or "Default” (d®se terms are defined in the Credit
Agreement) exists.

(E) Counsel for the Borrowers and Guarantors stele rendered to each Lender a written opinio &dset enforceability of this Amendme
the Security Agreement and the Subsidiary Secigeements, in form and substance satisfactoriggd_enders.

(F) The Borrowers shall have delivered or causdaktdelivered certificates of good standing forheaicthe Borrowers and Guarantors issued
by the Secretary of State, or other appropriate&fbf the state of its incorporation.

(G) The Borrowers shall have caused all Guarartoexecute and deliver to the Administrative Agemeaffirmation of Guaranty in form
and substance satisfactory to the Administrativerig

(H) The Borrowers shall have delivered or causeaktdelivered such other documents as Administradigent or any of the Lenders may
reasonably request.

6. MISCELLANEOQOUS.

(A) This Amendment shall be construed in accordamitie and governed by the laws of the State of Ohithout reference to principles of
conflict of laws. The Borrowers jointly and sevdyagree to pay (i) in connection with this Amendmean amendment fee in an aggregate
amount equal to $97,500, to be allocated pro ma@ng the Lenders executing this Amendment on teeslud their respective Commitments,
and (i) on demand all costs and expenses of tinelérs and the Administrative Agent, including resdude attorneys' fees and expenses,
incurred in connection with the preparation, exiecuand delivery of this Amendment, the Securityé@gment and the Subsidiary Security
Agreements.

(B) This Amendment is executed in accordance wiith subject to Section 12.12 of the Credit AgreemErtept as expressly set forth in
Section 3, the execution, delivery and performdmncthe Lenders, the Swing Line Lender and the Adstriative Agent of this Amendment
shall not constitute, or be deemed to be or coedtas, a waiver of any right, power or remedy eflthnders, the Swing Line Lender or the
Administrative Agent, or a waiver of any provisiohthe Credit Agreement. Except as expressly sét fo Section 3, none of the
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provisions of this Amendment shall constitute, erdeemed to be or construed as, a waiver of angrittaf Default" or any "Default," as
those terms are defined in the Credit Agreement.

(C) The Borrowers acknowledge and agree that, dseoflate hereof, all of the Borrowers' outstandirgn obligations to the Lenders and the
Administrative Agent under the Credit Agreement #mel Credit Documents are owed without any offdetluction, defense or counterclaim
of any nature whatsoever, and the Borrowers henetiye any such offset, deduction, defense and eoclaim of any nature whatsoever w
respect thereto arising out of acts or omissiomsiging on or prior to the date hereof.

(D) This Amendment may be executed in two or mangnterparts, each of which shall constitute anioaig but all of which, when taken
together, shall constitute but one instrument.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties have caused thigAdment to be duly executed as of the day andfiystabove written.

Address: BRUSH WELLM AN INC.
17876 St. Clair Avenue
Cleveland, Ohio 44110
Fax: (216) 481-2523 By:

Address: BRUSH ENGIN EERED MATERIALS INC.

17876 St. Clair Avenue
Cleveland, Ohio 44110

Fax: (216) 481-2523 By:
Title
Address: NATIONAL CI TY BANK,
Deliveries: for itself and as Agent

Large Corporate Division
1900 East Ninth Street
Cleveland, Ohio 44114-3484 By:

Fax: (216) 222-0003 Title:

Mail:

Large Corporate Division, Loc. #2070
P.O. Box 5756
Cleveland, Ohio 44101

FIFTH THIRD BANK, an Ohio banking
corporation, f/k/a FIFTH THIRD BANK,
NORTHEASTERN OHIO

Address:
1404 East Ninth Street
Cleveland, Ohio 44114 By:
Fax: (216) 274-5507 Title:
Address: HARRIS TRUS T AND SAVINGS BANK

P.O. Box 755 (111/10W)
Chicago, Illinois 60690-0755 By:

Fax: (312) 461-5225 Title:
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Address: FIRSTAR BAN

1350 Euclid Avenue, ML 4432
Cleveland, Ohio 44115 By:

Fax: (216) 623-9208 Title:

MANUFACTURE
Address: TRUST COMPA

One Fountain Plaza
Buffalo, New York 14203 By:

Fax: (716) 848-7318 Title:
Address: LASALLE BAN
ASSOCIATION

1300 East 9th Street, Suite 1000
Cleveland, Ohio 44114 By:

Fax: (216) 802-2212 Title:

RS AND TRADERS
NY

K NATIONAL




EXHIBIT 4D

THIRD AMENDMENT TO CREDIT AGREEMENT
AND CONSENT

THIS THIRD AMENDMENT TO CREDIT AGREEMENT AND CONSEN ("this Third Amendment") is made and entered exoof the
31st day of December, 2001, by and among BRUSH B¥(ERED MATERIALS INC., an Ohio corporation (the 'ieat"), and BRUSH
WELLMAN INC., an Ohio corporation and a wholly owaheubsidiary of the Parent ("Brush Wellman" andlectively with the Parent, the
"Borrowers", with each being a "Borrower"); the LBERS listed on the signature pages of this ThirdeAdment (collectively, the
"Lenders"); and NATIONAL CITY BANK, a national bairlg association, as one of the Lenders, as thedramtler the Swing Line
Revolving Facility (herein, together with its sussers and assigns, the "Swing Line Lender"), anddasinistrative Agent for the Lenders
(the "Administrative Agent") under the Credit Agneent (hereinafter defined).

RECITALS:

A. The Borrowers, the Lenders (or their predecessas the case may be), the Swing Line Lenderladdministrative Agent, are parties to
that certain Credit Agreement dated as of Jun@B00, as amended by a First Amendment dated asaafiVBO, 2001 and Second
Amendment dated as of September 28, 2001 (colldgtithe "Credit Agreement"), pursuant to which,ceng other things, the Lenders
agreed, subject to the terms and conditions thetedénd to the Borrowers up to Sixty-five Milliddollars ($65,000,000) from time to time.

B. Capitalized terms used herein and not otherdeésimed herein shall have the meanings assigneddo terms in the Credit Agreement.

C. The Borrowers have requested that the Lenderset to the Parent's acquisition (the "Acquisifiai all of the issued and outstanding
capital stock of a company (the "Acquir



Company") identified and described in a disclodetter to be delivered by the Parent to the Lendars of the Administrative Agent, which
letter shall be approved by all of the Lendershiirtsole discretion (if, as and when so deliveaed approved, the "Disclosure Letter").
Without such consent, the Acquisition would othesavbe prohibited by the provisions of Section 9.the Credit Agreement (by reference to
the definition of "Permitted Acquisition"” set foriih Section 1.1 thereof).

D. The Lenders are willing to grant such consemtrugnd subject to the terms and conditions herinaét forth.

E. In addition, the Borrowers, the Lenders, thergwiine Lender and the Administrative Agent haveead to amend the Credit Agreement
as hereinafter set forth.

AGREEMENTS:

NOW, THEREFORE, in consideration of the foregoineckals and the mutual agreements hereinaftepstt, the parties hereby agree
follows:

1. CONSENT. Subiject to the terms and conditionthisf Third Amendment, including, without limitatipthis Section 1 and Section 3, belt
the Lenders hereby consent to the Acquisition. fohegoing consent of the Lenders is subject tdBbeowers' performance and satisfaction
of each and all of the following conditions:

(i) all of the terms and conditions contained ia tiefinition of "Permitted Acquisition” set forth Section 1.1 of the Credit Agreement (other
than the condition contained in clause (iv) theradfich shall be deemed satisfied upon the effeatdss of this Third Amendment) shall hi
been satisfied prior to or concurrently with th@semmation of the Acquisition;

(i) prior to or concurrently with the Acquisitiothe Parent shall cause the
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Acquired Company to execute and deliver to the Adstiative Agent, for the benefit of the Adminigive Agent, the Swing Line Lender a
the Lenders, (i) a Guaranty, in all material respétthe form of that executed and delivered tghez the Guarantors and (ii) a Security
Agreement in the form of the Subsidiary Securityédgment.

(iii) the aggregate of (A) the aggregate considenain whatsoever form, including, without limitam, liabilities assumed by any Credit P&
and consulting agreements, hon-competition agreenégolden parachute" agreements and the lika)ired to be paid in cash, directly or
indirectly, by the Credit Parties, or any of themnether at the closing of the Acquisition or onededlred basis, in connection with the
Acquisition and (B) the aggregate amount of alsfammissions, and other expenses incurred b@bait Parties, or any of them, in
connection with the Acquisition shall not exceedelwe Million Dollars ($12,000,000);

(iv) not later than ten (10) Business Days priothi® date on which the Acquisition is consummatied Parent shall deliver to the
Administrative Agent true and complete copies ef definitive acquisition agreement in respect tbeamd all other material agreements by
which the Parent or any other Credit Party willdeeind in connection with the Acquisition (collealy, the "Acquisition Agreement");

(v) the Acquisition shall be consummated on teroisless favorable in any material respect to theftahan the terms therefor previously
disclosed in the Disclosure Letter and the Acqiaisifgreement; and

(vi) the Acquisition shall be consummated no laemn September 30, 2002.

2. AMENDMENTS TO THE CREDIT AGREEMENT. Subject tbe terms and conditions of this Third Amendmentluding, without
limitation, Section 3, below, the Credit Agreementhereby



amended as follows:
A. The following definitions are added to Sectiaft {Definitions) of the Credit Agreement in prodphabetical order:

"ACCOUNTS" shall mean "Receivables", as that tesrdéfined in, as applicable, the Security Agreemethe Subsidiary Security
Agreement.

"ACCOUNT DEBTOR" shall mean "account debtor" (asimked in the UCC), including, without limitationng person who is or becomes
obligated to a Borrower under, with respect togiwmaccount of an Account.

"ACQUISITION" shall have the meaning ascribed tatsterm in the Third Amendment to this Agreement.
"BORROWING BASE" shall mean at any time and fromdito time, an amount equal to the aggregate of:

(i) an amount equal to eighty percent (80%) offtee value of the Eligible Accounts at such timrereflected on the most recent Borrowing
Base Certificate,

(ii) the lesser of (a) $45,000,000 and (b) an arhegnal to fifty percent (50%) of the value (at tbever of cost or market value) of the
Eligible Inventory at such time, as reflected oa thost recent Borrowing Base Certificate; and

(iiif) the Equipment Amount at such time.
"BORROWING BASE CERTIFICATE" shall have the meanspgcified in Section 8.1(i) of this Agreement.
"DEVELOPMENT BOND SITES" shall mean, collectivetie following sites leased by a Credit Party:

(a) known as 6100 South Tucson Boulevard, TucsopAa and subject to the terms of the Industrieé®opment Variable Rate Demand
Refunding Revenue Bonds, Series 1994 (Brush WellmanTucson, Arizona Project);

(b) known as 14710 West Portage River South Rokwioie, Ohio and subject to the terms of the Toledoas County Port Authority
Taxable Project Development Revenue Bonds, Se@é@6 (Brush Wellman Inc. Project); and

(c) known as 7375 Industrial Parkway, Lorain, Oaial subject to the terms of the Lorain Port Autlyp®hio Variable Rate Demand
Industrial Development Revenue Bonds, Series 1B8ésh Wellman Inc. Project).
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"ELIGIBLE ACCOUNTS" shall mean only such AccountsaoCredit Party as the Administrative Agent, mriéasonable discretion, shall
from time to time consider to be Eligible Accouatsd, by way of example and not limitation, exclugiccounts which:

(a) either (i) remain unpaid more than sixty (6@yslafter the original due date of invoice orlf@ve an original due date greater than ninety
(90) days after the original date of invoice;

(b) have arisen from services performed by suchliCRarty to or for the Account Debtor outside trdinary course of business;
(c) have arisen from the sale by such Credit Rafroods where such goods have not been shippéeligered to the Account Debtor;

(d) have arisen from transactions which are notpleta, are not bona fide, or require further actshe part of such Credit Party to make ¢
Account payable by the Account Debtor;

(e) have arisen in connection with sales of gooldielvwere shipped or delivered to the Account Debtoother than an absolute sale basis,
such as shipments or deliveries made on consignmesaie or return basis, a guaranteed sale laalsib,and hold basis, or on the basis of
similar understanding;

(f) have arisen in connection with sales of gootiichv were, at the time of sale thereof, subjectrtyp Lien, except the security interest in
favor of the Administrative Agent created by theedit Documents; PROVIDED, HOWEVER, that Accountsiag from the sale of goods
containing precious or semi-precious metals or eofipat are subject to any Lien (other than purstathe Credit Documents) shall cease to
be excluded from eligibility pursuant to this clay$) if and when such Lien is terminated or othiseasubordinated to the Lien created by the
Security Documents pursuant to the written agre¢mwietne holder of such other Lien in form and dahse satisfactory to the Administrati
Agent in its sole discretion;

(g) are subject to any provision prohibiting asgigmt or requiring notice of or consent to suchgssient;

(h) are subject to any Lien other than the Liefairor of the Administrative Agent (without limitindpe generality of this clause (h), it being
acknowledged and agreed by the Borrowers that obtiee Accounts of Williams Advanced Materials, Isball be Eligible Accounts unless
and until any and all Liens securing its obligaiamder precious metals leases, consignments dasimetals arrangements are terminate
subordinated to the Lien of the Security Documénts manner satisfactory to the Administrative Ayen

(i) are subject to any setoff, counterclaim, deggeradlowance, dispute, or adjustment, or have miiseonnection with the sale of goods wr
have been returned,



rejected, repossessed, lost or damaged,;

(j) are owed from an Account Debtor of which sudledit Party or the Administrative Agent has recdimetice that such Account Debtor is
the "debtor" under a case, voluntary or involuntagmmenced under the Bankruptcy Code, has madssignment for the benefit of its
creditors, has suspended normal business operatiissslved, liquidated or terminated its existeac&r which (or for the property of
which) a receiver, trustee or equivalent party thesn appointed;

(k) are Accounts with respect to which the AccoDebtor is located in any state which requires sligh Credit Party, in order to sue any
Person in such state's courts, either (i) quadifgd business in such state or (ii) file a repathwhe taxation division of such state for thertl
current year, unless such Credit Party has fulfilach requirements to the extent applicable feitllen current year;

() are evidenced by chattel paper or any instruméany kind (including, without limitation, anyr@gmissory notes), unless such chattel pi
or instrument is delivered to the Administrativeefgin accordance with the Security Agreement dosi#liary Security Agreement;

(m) are Accounts with respect to which any of thresentations, warranties, covenants and agreemamtained in this Agreement or any
the Credit Documents are not or have ceased tofmglete and correct or have been breached,;

(n) are Accounts with respect to which the Admiaisve Agent does not have a first priority, petéetLien;

(o) represent a progress billing or have had the for payment extended by such Credit Party {fergurposes hereof, "progress billing"
means any invoice for goods sold or leased or sesviendered under a contract or agreement pursuaiich the Account Debtor's
obligation to pay such invoice is conditioned upoich Credit Party's completion of any further perfance under the contract or agreement),
unless as to any of the foregoing the Administeathgent has, in its sole discretion, approved itimg such Account to be included as an
Eligible Account;

(p) are owed by a Person that is not a citizerr @frganized under the laws of the United StatemngrState or are owed by any Person loc
outside of the United States unless (i) such Actoare owed by an Account Debtor located in Camadithe Administrative Agent has a
first priority Lien perfected to its reasonableisfaiction in such Accounts, or (ii) payment of s#attounts is guaranteed by a letter of credit
in form and substance and issued by a financisitutisn reasonably satisfactory to the AdministratAgent, and which has been transferred
or assigned to the Administrative Agent as sectioitythe Obligations;

(q) are owed by the United States or any departnagigincy, or instrumentality thereof unless suad&Party has complied with the Federal
Assignment of Claims Act



of 1940, as amended, in respect of the Adminisealigent's security interest therein as grantectutite Security Documents;

(r) are owed by any State or any department, agemagstrumentality thereof unless such Credityhas complied with any applicable St
statutory or regulatory equivalent of the Federssignment of Claim Act of 1940, as Amended, in eespf the Administrative Agent's
security interest therein as granted under ther8gd@ocuments;

(s) are owed by an Affiliate of such Credit Party;

(t) which, when added to any and all other Accowfithe Account Debtor thereof owing to such Cré&ditty, produce an aggregate
indebtedness from such Account Debtor of more themty-five percent (25%) of the total of all ofcsuCredit Party's Eligible Accounts,
unless, as to a specified Account Debtor, the Adstrative Agent, in its sole discretion, determimdsigher or lower percentage;

(u) are owed by an Account Debtor with respect hictv more than fifty percent (50%) of the balanttesn outstanding on Accounts owed by
such Account Debtor and its Affiliates to such Gr&rty has remained unpaid for more than nin@@y flays from the dates of their original
due dates, as applicable; or

(v) are, in the Administrative Agent's reasonabkdi judgment, Accounts of an Account Debtor whigkleemed to be an unacceptable ¢
risk or Accounts which are otherwise deemed undabégp

"ELIGIBLE INVENTORY" shall mean only such raw mai&s and finished goods Inventory of a Credit Parglued at the lower of cost (on
a first in, first out basis) or fair market values the Administrative Agent, in its reasonable rdison, shall from time to time consider to be
Eligible Inventory and, by way of example and notifation, excluding Inventory which:

(a) consists of obsolete, damaged, defective, ucimaatable, spoiled, outdated or unsalable items;

(b) consists of goods not held for sale, such gdatrels, any maintenance items, any supplies aoklgging, and any Inventory used in
connection with research and development; provitted,raw materials shall not be considered goad$eld for sale under this clause (b);

(c) is subject to a Lien other than the Lien crédte the Security Documents; PROVIDED, HOWEVER tii¥entory consisting of or
containing precious or semi-precious metals or eopipat are subject to any Lien (other than purstathe Credit Documents) shall cease to
be excluded from eligibility pursuant to this clays) if and when such Lien is terminated or otheevsubordinated to the Lien created by the
Security Documents pursuant to the written agre¢mwietne holder of such other Lien in form and dahse satisfactory to the Administrati
Agent in its sole discretion (without limiting tlyenerality



of this clause (c), it is acknowledged and agreethb Borrowers that none of the Inventory of Viflis Advanced Materials, Inc. shall be
Eligible Inventory unless and until any and allh$esecuring its obligations under precious me&ssds, consignments or similar metals
arrangements are terminated or subordinated ageain the immediately preceding proviso);

(d) is not subject to a first priority, perfecteggh in favor of the Administrative Agent;

(e) is located at a location, other than the Dgualent Bond Sites, not owned by such Credit Partyfanwhich such Credit Party has not
delivered to the Administrative Agent an appromri@ndlord or warehouseman's waiver, in form arib&nce reasonably satisfactory to the
Administrative Agent; PROVIDED, HOWEVER, that (hrough the close of business on April 15, 2002¢eary situated at any such
location shall not be excluded from Eligible Invenyt solely by reason of such Credit Party's failureleliver a waiver in respect of such
location to the Administrative Agent, and (i) teafter, Inventory situated at a site as to whiclsunch waiver has been delivered shall not be
excluded from Eligible Inventory solely by reasdrsoch Credit Party's failure to deliver such wailfeat the Borrowers' request, an amount
equal to three (3) months' rent, storage feeseoliklk has been reserved from the Borrowing Base;

(f) is in the possession of a bailee or other tRiedson including Inventory held by a third paxy processing or Inventory purchased by but
not yet delivered to such Credit Party and for fatsach Credit Party has not delivered to the Adstiiative Agent an appropriate bailee's
waiver, in form and substance satisfactory to tdenkistrative Agent;

(9) subject to clause (c), above, is held by suddiCParty on consignment or Inventory held bplaced into the possession of a third Pe
for sale or display by that Person;

(h) is located outside of the United States; exdbjat Inventory located in Canada shall not bduslerd from Eligible Inventory under this
clause (h) unless the Administrative Agent's ségumierest therein for the benefit of the Lendeas not been perfected by filing;

(i) is manufactured, produced or purchased pursiaeay contract with the United States governmamy, agency or instrumentality thereof
or prime contractor thereof, which contract progifier progress or advance payments to the extehtlswentory is identified to such
contract, unless as to any of the foregoing the iviitrative Agent has, in its sole discretion, apyad in writing such Inventory to be
included as Eligible Inventory; or

() is, in the Administrative Agent's reasonabledit judgment, Inventory which is otherwise deermadigible.
"EQUIPMENT AMOUNT" shall mean, during the periodremencing on the Delivery
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Date of the Third Amendment to this Agreement amdireg on the close of business on June 15, 208Risive, One Million Five Hundred
Thousand Dollars ($1,500,000) and, thereafter, smobunt or amounts as the Administrative Agentt§irsole discretion) from time to time
designates in writing to the Borrowers and the lezadhs the Equipment Amount, taking into accouohsppraisals of the Credit Parties
equipment and other factors as the Administratige®® may in its discretion deem appropriate; PRCGBIDHOWEVER, it is agreed and
understood that, notwithstanding the appraisedevafithe Credit Parties' equipment, the AdminigsteafAgent may in its sole discretion
assign any non-negative amount, including zero-J$t0 be the Equipment Amount, it being the orainnderstanding of the Lenders, the
Administrative Agent and the Borrowers that onlycAants and Inventory would be included in the cotapon of the Borrowing Base.

"INVENTORY" shall mean "Inventory”, as that termdefined in, as applicable, the Security Agreenoerithe Subsidiary Security
Agreement.

"INTEREST COVERAGE RATIO" shall mean, as of the exicany fiscal quarter of the Parent, the rati¢ip€Consolidated EBITDAR for
such fiscal quarter to (ii) an amount equal toghmn of (a) Consolidated Interest Expense for sistalff quarter, plus (b) Consolidated Rental
Expense for such fiscal quarter.

"LETTER OF CREDIT EXPOSURE" shall mean, at any tirag to each Lender, the product of (i) the Gereeabolving Facility Percentage
of such Lender at such time, TIMES (ii) the aggtedaetter of Credit Outstandings at such time.

B. The definitions of "Consolidated Fixed Charges@mge Ratio" and "Maturity Date" in Section 1.%f{iditions) of the Credit Agreement
are amended and restated to provide, respectiaeligllows:

"CONSOLIDATED FIXED CHARGE COVERAGE RATIO" shall naa, for any

Testing Period, the ratio of (a) Consolidated EBANAr that Testing Period to (b) the sum of (i) Golidated Interest Expense and
Consolidated Income Tax Expense for that TestingpBePLUS (ii) scheduled or mandatory repaymemtspayments or redemptions during
that Testing Period of the principal of Indebtedn@scluding Capitalized Lease Obligations and neglreductions in committed credit
facilities) with a final maturity date more thaneoyear after the end of that Testing Period, PLiijSHe sum of all payments for dividends,
stock repurchases or other stock redemptions, et purposes described in section 9.6, if angaich case on a consolidated basis for the
Borrower and the Subsidiaries for such TestingdeefPLUS (iv) Consolidated Capital Expenditurestfat Testing Period; provided that
notwithstanding anything to the contrary contaihedein, the Consolidated Fixed Charge Coverag®Ratiany Testing Period shall (A)
include the appropriate financial items for anysperor business unit which has been acquired byreo®er or any Subsidiary for any
portion of such Testing Period prior to the dateaduisition, and (B) exclude the appropriate faiahitems for any person or business unit
which has been disposed of by a Borrower or anysigidry, for the portion of such Testing Periocbptio
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the date of disposition.

* % %

"MATURITY DATE" shall mean October 1, 2003, or suehrlier date on which the Total Commitment is feated.

C. The definition of "Consolidated Net Worth" incien 1.1 (Definitions) of the Credit Agreementisiended by adding the following clause
to the end of such definition immediately followitige word "Stock" and before the period:

; and PROVIDED FURTHER that Consolidated Net Waittlall be calculated

(i) before the effect of FAS 133 - Accounting foefvatives Instruments and Hedging Activities ad5FL38 - Accounting for Certain
Derivatives Instruments and Certain Hedging Adegt(prior to the "Delivery Date" of the Third Am@ment to this Agreement, such item
appearing under the stockholders' equity categeoyeign Currency Translation Adjustment”) and\{iijhout reduction for Directors
Deferred Compensation (prior to the "Delivery Dadéthe Third Amendment to this Agreement, suchitgppearing under the stockholders'
equity categories "Other Equity Transactions - Drefé Directors Shares and Deferred Compensation™).

D. The definition of "Permitted Precious Metal Cigmsnents" in Section

1.1 (Definitions) of the Credit Agreement is amethtdy deleting therefrom the words and numerals Sdus exceed an amount greater than
$140,000,000" and inserting in their stead, immietiefollowing the words "those consignment arrangats" the words and numerals "(that
is, the aggregate outstanding liability, fixed ontingent, but without duplication, of all Credif#ies in respect of all such consignment
arrangements) does not exceed $70,000,000 atragy. ti

E. Clause (vi) of Section 2.1(a) (General Revolviagility) of the Credit Agreement is amended aggtated in its entirety to provide as
follows:

(vi) shall not exceed for any Lender at any timéstanding that aggregate principal amount whichgwadded to the Letter of Credit
Exposure of such Lender at such time, equals tH®SHER of (A) the General Revolving Commitment offsliender at such time or (B) an
amount equal to the product of (1) the Borrowing®at such time, TIMES (2) the General Revolvingilfg Percentage of such Lender at
such time.

F. Clause (vii) of Section 2.1(b) (Swing Line Rexing Facility) of the Credit
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Agreement is amended and restated in its entiogpydvide as follows:

(vi) may only be made if, after giving effect thiergboth (A) the Unutilized Total General Revolvi@gmmitment, less the aggregate Lette
Credit Outstandings, at such time exceeds theandsig Swing Line Revolving Loans, and (B) the Baring Base at such time exceeds an
amount equal to the aggregate of, at such timéhElhggregate outstanding General Revolving Ldabh8S (2) the aggregate Letter of Cre
Outstandings, PLUS (3) the outstanding Swing Liegdkving Loans;

G. The Pricing Grid Table and the last sentencgeaftion 2.8(h) (Interest Margins) of the Credit &gment are amended and restated in their
entirety to provide as follows:

PRICING GRID TABLE
(expressed in basis points per annum)

RATIO OF CONSOLIDATED TOTAL DEBT APPLICABLE EUR ODOLLAR  APPLICABLE PRIME RATE  APPLICABLE FACILITY FEE
TO CONSOLIDATED EBITDAR MARGIN FOR GEN ERAL MARGIN RATE
REVOLVING LOAN S
Greater than or equal to 5.00to 350 100 50
1.00
Greater than 4.00 to 1.00 and less 300 75 50

than 5.00 to 1.00

Greater than 3.50 to 1.00 and less 250 50 40
than or equal to 4.00 to 1.00

Greater than 3.00 to 1.00 and less 200 25 30
than or equal to 3.50 to 1.00

Greater than 2.50 to 1.00 and less 175 0 30
than or equal to 3.00 to 1.00

Less than or equal to 2.50 to 1.00 150 0 25

(i) Notwithstanding anything to the contrary contd in the foregoing, from April 1, 2002, througidancluding December 31, 2002, and
thereafter until changed hereunder in accordantietive provisions of the Pricing Grid Table setlicabove, for all purposes of this
Agreement, the Applicable Eurodollar Margin for @eal Revolving Loans shall be three hundred fi8$Q) basis points per annum, the
Applicable Prime Rate Margin shall be one hundf@D] basis points per annum, and the ApplicabléliaEee Rate shall be fifty (50) basis
points per annum; and (ii) the charging of integeed fees based upon the foregoing Pricing GrideTlahsed upon the first three ratio levels
(reading from top to bottom) set forth therein shak be construed to waive any Event of Defaultolvhmay exist under Section 9.8, below,
or limit any right or remedy of the Administrativeent or
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the Lenders by reason thereof.
H. Clause (i) of Section 2A.1(b) (Letters of Crédif the Credit Agreement is amended and restatéd entirety to provide as follows:

(i) no Letter of Credit shall be issued if, aftevigg effect thereto, either (A) the Letter of Cite@utstandings would exceed $5,000,000, or
(B) the Letter of Credit Outstandings, when addethé aggregate principal amount of all GeneraldRéng Loans and all Swing Line
Revolving Loans then outstanding, would exceedahser of (1) the Total General Revolving Committrersuch time or (2) the Borrowing
Base at such time;

I. The title and first sentence of Section 5.2(BD{tstanding General Revolving Loans and Swingellioans Exceed Total General
Revolving Commitment) of the Credit Agreement ameeaded and restated in their entirety to providmbews:

(a) IF OUTSTANDING GENERAL REVOLVING LOANS AND SWIK LINE LOANS AND LETTER OF CREDIT OUTSTANDINGS
EXCEED TOTAL GENERAL REVOLVING COMMITMENT OR BORROWNG BASE. If on any date (after giving effect toyasther
payments on such date) the sum of (i) the aggregastanding principal amount of General RevolMilogns and the Letter of Credit
Outstandings, PLUS (ii) the aggregate outstandimgjpal amount of Swing Line Revolving Loans, EXEIBS the lesser of (A) the Total
General Revolving Commitment in effect on such aatéB) the Borrowing Base on such date, the Boamshall prepay on such date that
principal amount of Swing Line Revolving Loans aafter Swing Line Revolving Loans have been paiflilh Unpaid Drawings and Gene
Revolving Loans, in an aggregate amount at leasdleéq such excess and conforming, in the casanigb prepayments of any Loans, to the
applicable requirements as to the amounts of partigpayments which are contained in Section 5.1.

J. Section 8.1(i) (Other Information) is re-desigubas Section 8.1(j), and the following provisisinserted as a new Section 8.1(i):
(i) MONTHLY FINANCIAL STATEMENTS; BORROWING BASE CRRTIFICATE; INSPECTION.

(i) No later than March 25, 2002 with respect te thonthly period ending February 28, 2002 and dfezeas soon as available and in any
event within twenty (20) days after the close afteaf the monthly accounting periods in each figear of the Parent (that is, ending March
31, 2002 and thereafter), the unaudited consolidaibel consolidating balance sheets of the Parehth@nSubsidiaries as at the end of such
monthly period and the related unaudited consalaind consolidating statements of income and fiask for such monthly period, and
setting forth, in the case of such unaudited statesnof income and of cash flows, comparative guor the related periods in the prior fit
year, and which financial statements shall be faedtas true and correct
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behalf of the Parent by a Principal Officer of B&rent, subject to changes resulting from normaf-gad audit adjustments.

(i) On the "Delivery Date" of the Third Amendmemotthis Agreement, no later than March 25, 20021 wéispect to the monthly period enc
February 28, 2002 and thereafter as soon as akadal in any event within twenty (20) days aftex tlose of each of the monthly
accounting periods in each fiscal year of the Ratéat is, ending March 31, 2002 and thereafig):a certificate reflecting the calculation
each Credit Party's Eligible Accounts and Eligilsieentory, in form and content reasonably satisfgcto the Administrative Agent (each a
"Borrowing Base Certificate"), (B) a summary agedl talance of each Credit Party's Accounts datedf the date of the Borrowing Base
Certificate reconciled to the respective genemddés balance (and upon the Administrative Ageetgiest, a detailed aged trial balance of all
then existing Accounts specifying the names, fadaerand dates of invoices for each Account Detittigated on an Account so listed), and
(C) an Inventory record and trial balance for e@cbdit Party, broken down into such detail and sillch categories as the Administrative
Agent shall reasonably require (including, but limatted to, a report indicating the type, locatiamd amount of raw materials and finished
goods and all other information deemed reasonadtgssary by the Administrative Agent to determheeEligible Inventory of such Credit
Party.

(iii) The Administrative Agent and each Lender ¢thgh any of their respective officers, employeesgents) shall have the right, from time
to time, upon reasonable notice and during normsingss hours, to inspect the books and recorttedredit Parties and to check, test, and
appraise the Collateral in order to verify eachdrBarty's financial condition or the amount, diyalvalue, condition of, or any other matter
relating to, the Collateral; provided, that, to theent reasonably possible, any such inspectiwetlg test or appraisal shall not unreasonably
interfere with the daily operations of any Creditrfy. The Borrowers agree to reimburse the Admiaiiste Agent for such costs and exper

as the Administrative Agent may reasonably incurdnnection with any inspection, audit or verifioatof the Credit Parties' financial or
other records, the Collateral or the premises wploich the Collateral is located or any other seguar the Obligations; provided, however,
that (i) so long as no Default or Event of Defdids occurred and is continuing, the Borrowers siembequired to make reimbursement for
the costs and expenses arising out of no moretthai(2) Collateral audits/field examinations in azatendar year, and (ii) the Administrative
Agent shall provide to the Borrowers reasonablestguttiation of the costs and expenses required teimbursed hereunder.

K. Section 9.2(e) of the Credit Agreement is amenaied restated in its entirety to provide as fodow

(e) CAPITAL EXPENDITURES: The Borrowers and the Sidiaries shall be permitted to make Consolidategital Expenditures, provided
that (A) expenses for mining property, plant andipaent shall not exceed $25,000,000 during angeoutive thirty-six (36) month period,
and (B) Consolidated Capital Expenditures, exclgairpense for mining property, plant or equipmdotnot during any fiscal year of the
Parent exceed the amount
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specified below:

Fiscal Year Ending Amount

December 31, 2000 $35,000,000
December 31, 2001 $40,000,000
December 31, 2002 $25,000,000
December 31, 2003 $35,000,000

L. The following proviso is added to the end of 88t 9.3(e) of the Credit Agreement immediatelyeathe word "time" and before the
period:

; provided, however, that the sale by Brush Welldapan, Ltd. of its Accounts to SMBC Finance Cdl, [pursuant to the proposed
Agreement on the Sales of Notes in the form dedigdo the Administrative Agent prior to March 1802 may be with recourse, but only so
long as the aggregate amount for which Brush Welldepan, Ltd. has recourse liability does not gtteme exceed $5,000,000.

M. Section 9.6 (Dividends, Stock Repurchase, eficthe Credit Agreement is amended and restatéd antirety to provide as follows:
9.6 DIVIDENDS, STOCK REPURCHASE, ETC.

(a) The Parent will not directly or indirectly dact, order, pay or make any dividend (other thaddnds payable solely in capital stock of
the Parent) or other distribution on or in respEcny capital stock of any class of the Parengtiver by reduction of capital or otherwise.

(b) Neither Borrower will directly or indirectly nka, or permit any of the Subsidiaries to directlyralirectly make, any purchase,
redemption, retirement or other acquisition ofafiy of its capital stock of any class (other thanaf consideration consisting solely of capital
stock of that person), or (ii) any warrants, right$ptions to acquire or any securities convegtibto to exchangeable for any of its capital
stock.

N. Section 9.7 (Ratio of Consolidated Total DebCtnsolidated Total Adjusted Capital and MinimumIEBAR) of the Credit Agreement
amended and restated in its entirety to provideliswvs:

9.7 RATIO OF CONSOLIDATED TOTAL DEBT TO CONSOLIDATE TOTAL ADJUSTED CAPITAL AND INTEREST COVERAGE
RATIO.

(a) The Borrowers will not at any time permit tlaio, expressed as a percentage, of (i) the anafuBbnsolidated Total Debt to (ii)
Consolidated Total Adjusted
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Capital, to exceed (A) 50% from the date of thigegnent through and including September 30, 2@)148% for the period commencing
October 1, 2001, through and including Decembe280]; (C) 45% for the period commencing Janua30D2, through and including
September 30, 2002; and (D) 50% on and after Octbh2002.

(b) The Borrowers shall not permit the Interest &age Ratio, as of the end of either of the figcarters of the Parent ending on June 30,
2002 and September 30, 2002, to be less than d DO®; provided, however, that (i) if the Acquisit occurs during the Parent's first fiscal
quarter of 2002, the Borrowers shall not permitltiterest Coverage Ratio, as of the end of thafiguarter of the Parent ending on June 30,
2002, to be less than 1.30 to 1.00, and (ii) ifAloguisition occurs during the Parent's secondafigaarter of 2002, the Borrowers shall not
permit the Interest Coverage Ratio, as of the drdeofiscal quarter of the Parent ending on Sepw30, 2002, to be less than 2.25 to 1.00.

O. Clause (iv) of Section 9.8 of the Credit Agreatm@&atio of Consolidated Total Debt to ConsolidaEEBITDAR) is amended and restated
in its entirety to provide as follows:

(iv) 3.50 to 1.00 for each Testing Period endingand after December 31, 2002; provided, howevat,fir the purposes of this clause (iv),
(A) the term "Testing Period" shall mean, as tcheaftthe fiscal quarters ending on the followingedaonly, the respective period set forth
opposite such fiscal quarter:

Fiscal Quarter Ending Testing Period

December 31, 2002  October 1, 2002 through Dece mber 31, 2002
March 31, 2003 October 1, 2002 through Marc h 31, 2003, and
June 30, 2003 October 1, 2002 through June 30, 2003

and (B) in computing such ratio for the Testingi®&ending December 31, 2002, Consolidated EBITBARII be deemed to mean an
amount equal to Consolidated EBITDAR for such Tes®eriod, TIMES four (4); in computing such rdto the Testing Period ending
March 31, 2003, Consolidated EBITDAR shall be degtoemean an amount equal to Consolidated EBITD&Rstich Testing Period,
TIMES two (2); and, in computing such ratio for fhesting Period ending June 30, 2003, Consolidad DAR shall be deemed to mean
an amount equal to Consolidated EBITDAR for sucktifig Period, TIMES one and one-third (1 1/3).

P. Section 9.9 (Consolidated Fixed Charge CovelRagm®) of the Credit Agreement is amended and tedtia its entirety to provide as
follows:

9.9. CONSOLIDATED FIXED CHARGE COVERAGE RATIO. ThH&orrowers will not at any time permit the ConsotathFixed Charge
Coverage Ratio to be less than 2.00 to 1.00 forTasging Period ending on or before September @01 2or permit the Consolidated Fixed
Charge Coverage Ratio for any of the Testing Psrgmd forth below to be less than
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the ratio set forth opposite such Testing Period:

Fiscal Quarter Ending Minimum Fixed Ch arge Coverage Ratio
December 31, 2002 1.00 to 1.00
March 31, 2003 1.25t0 1.00

June 30, 2003 and thereafter 1.50 to 1.00;

provided, however, that for the purposes of thistia 9.9, the term "Testing Period" shall meantcasach of the fiscal quarters ending or
following dates only, the respective period setffapposite such fiscal quarter:

Fiscal Quarter Ending Testing Period

December 31, 2002 October 1, 2002 through December 31, 2002
March 31, 2003 October 1, 2002 through March 31, 2003, and
June 30, 2003 October 1, 2002 through June 30, 2003.

Q. Section 9.10 (Consolidated Tangible Net Worttthe Credit Agreement is amended and restated ientirety to provide as follows:

9.10 CONSOLIDATED TANGIBLE NET WORTH. The Borrowevsll not permit the Consolidated Tangible Net Wotb be less than
$200,000,000 as of December 31, 2001 or at anyttiereafter.

R. Section 9.14 (Certain Leases) of the Credit Agrent is amended and restated in its entiretydeiged as follows:

9.14 CERTAIN LEASES. The Borrowers will not perrtiie aggregate payments (excluding any propertystamsurance or maintenance
obligations paid by the Borrowers and the Subsieliaas additional rent or lease payments) by threoB@rs and the Subsidiaries on a
consolidated basis under agreements to rent og ke@gsreal or personal property for a period exicgetl2 months (including any renewal or
similar option periods) (other than any leases tinimg Capital Leases, Synthetic Leases or, suiliesection 9.12, leases between the
Borrowers, between Subsidiaries or between a Ba@r@mnd a Subsidiary), to exceed in any fiscal pédne Borrowers an amount greater
than 5.00% of the Consolidated Net Worth of therBwaers as of the date of the financial statemdr@n tnost recently furnished to the
Lenders under section 8.1(a).

S. The parenthetical "(including, without limitaticany prepayment required by the provisions oti6e&.2, above)" is inserted at the end of
clause (i) of Section 10.1(a) (Payments) of thed@regreement, immediately following the word "Ladrand before the semi-colon.
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3. DELIVERY DATE; CONDITIONS PRECEDENT. The consesgt forth in

Section 1, above, and the modifications to the Ehegreement set forth in

Section 2, above, are subject to the Borrowergopaance of the following (the date on which alvedeen performed being the "Delivery
Date"):

A. Each Borrower's secretary or treasurer shaléleartified to each Lender (i) a copy of the reSohs duly adopted by that Borrower's bc
of directors in respect of this Amendment; (ii)erand correct copies of that Borrower's currentr@har Articles of Incorporation and By-
laws or Code of Regulations; (iii) the names ane signatures of the officers of that Borrower aditted to sign this Third Amendment and
the amendment to the Security Agreement on belidilad Borrower; (iv) that, after giving effect the amendments set forth herein, no E
of Default or Default exists; and (v) the represgiohs and warranties of the Borrowers under thedlitAgreement are reaffirmed as of the
Delivery Date, subject only to variance therefraroeptable to the Administrative Agent.

B. Each Guarantor's secretary or treasurer shedl bartified to each Lender (i) a copy of the reohs duly adopted by that Guarantor's
board of directors in respect of this Amendmeittiie and correct copies of that Guarantor'sentrCharter or Articles of Incorporation and
By-laws or Code of Regulations, (iii) the names ane signatures of the officers of that Guarantohauited to sign this Amendment and
Amendment to the Security Agreement on behalf af Guarantor; and (iv) that, after giving effecttte amendments set forth herein, no
Event of Default or Default exists (provided, howeuhat at the option of the Borrowers, the docutsidescribed in clause

(i), above, in respect of Williams Acquisition, CLmay be delivered to the Administrative Agent laér than 30 days after the Delivery
Date).

C. Counsel to the Borrowers and the Guarantord Bhat delivered to each Lender a
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written opinion as to the due authorization, execytdelivery and enforceability of this Third Am@ment and the other documents described
in paragraphs E, G and J, inclusive, of this Sac3ioin form and substance satisfactory to the Autriative Agent (provided, however, that
at the option of the Borrowers, the opinions irpees of Williams Acquisition, LLC and the documedtsscribed in paragraph J, below, may
be delivered to the Administrative Agent promptidwing the date on which such counsel is ablettain the Articles of Organization of
Williams Acquisition, LLC, certified by the Secreyeof State of New York, and a certificate of vadigistence, or its equivalent in New York,
in respect of Williams Acquisition, LLC).

D. The Borrowers shall have paid to the Adminisiea\gent, for the ratable benefit of the Lendearsamendment fee in the amount of One
Hundred Sixty-two Thousand Five Hundred Dollars6&500).

E. All of the parties to the Intercreditor and @Gtdral Agency Agreement dated September 28, 204dllLiskve executed and delivered to
Administrative Agent a First Amendment to Intergtedand Collateral Agency Agreement in the formAgfachment 1 hereto.

F. The Borrowers and the Guarantors shall haveutad@nd delivered to the Administrative Agent s8elcurity Documents, and shall have
taken or caused to be taken such other actionsyifas the Administrative Agent may reasonablyrdeecessary or appropriate to cause the
Administrative Agent's Lien on the Credit Partigatents and registered marks and applicationsftireebe registered with the Office of
Patents and Trademarks of the United States Depattofi Commerce.

G. Each of the Guarantors shall have executed freation of its Guaranty and Security Documentshie form of Attachment 2 hereto.
H. All of the parties to the Synthetic Lease shalWe executed and delivered an
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amendment thereto in form and substance satisfatidhe Administrative Agent, and all conditiomsits effectiveness shall have been
satisfied.

I. The Borrowers shall have executed and delivevgtie Administrative Agent a Borrowing Base Cégtife as of January 31, 2002.

J. The Borrowers shall have caused Williams Actjoisj LLC (a New York limited liability company dog business as "Pure Tech") to
execute and deliver to the Administrative Agentuafanty (substantially in the form of the Guarasjti@nd to join in the Subsidiary Security
Agreement as an "Assignor" thereunder pursuanjamder satisfactory to the Administrative Agentform and substance.

K. The Borrowers shall have delivered or causeuktdelivered such other documents as Administr#gent or any of the Lenders may
reasonably request.

4. NO OTHER MODIFICATIONS; SAME INDEBTEDNESS. Exceas expressly provided in this Third Amendmeritpfthe terms and
conditions of the Credit Agreement and the othexd@rDocuments remain unchanged and in full foroe effect. The modifications effected
by this Third Amendment and by the other instruraeantemplated hereby shall not be deemed to pedeidor effect a repayment and re-
advance of any of the Loans now outstanding, itdpéhe intention of both the Borrowers and the lexadhereby that the indebtedness owing
under the Credit Agreement, as amended by thisiThinendment, be and hereby is the same Indebtedsabsat owing under the Credit
Agreement immediately prior to the effectivenessebe

5. GOVERNING LAW; BINDING EFFECT. This Third Amendent shall be governed by and construed in accoedaith the laws of the
State of Ohio and shall be binding upon and inarthé benefit of the Borrowers, the Lenders, thenidstrative Agent and the Swing Line
Lender and their respective successors and assigns.
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6. COUNTERPARTS. This Third Amendment may be exedun separate counterparts, each of which shalkkened to be an original, and
all of which together shall be deemed a fully exedwagreement.

7. MISCELLANEOUS.

A. The Borrowers jointly and severally agree to paydemand all costs and expenses of the Lenddrthamdministrative Agent, including
reasonable attorneys' fees and expenses, incarahnection with the preparation, execution arliveley of this Third Amendment and the
other documents contemplated hereby, includindjaut limitation, the Amendment to Intercreditor abdllateral Agency Agreement.

B. This Third Amendment is executed in accordanith and subject to

Section 12.12 of the Credit Agreement. The exeautielivery and performance by the Lenders, then§wine Lender and the
Administrative Agent of this Third Amendment shadit constitute, or to be deemed to be or constased waiver of any right, power or
remedy of the Lenders, the Swing Line Lender orAtiministrative Agent, or a waiver of any provisiofithe Credit Agreement, except as
expressly stated herein. None of the provisionthisfThird Amendment shall constitute, or to berded to be or construed as, a waiver of
any Event of Default or any Default.
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IN WITNESS WHEREOF, the Borrowers, the Lenders,Aldeninistrative Agent and the Swing Line Lender &é&ereunto set their hands as
of the date first above written.

BORROWERS: ADMINISTRATI VE AGENT:
BRUSH WELLMAN INC. . NATIONAL CIT Y BANK,
AS ADMINISTR ATIVE AGENT
By: By:
Janice E. Focke, Senior Vice President

BRUSH ENGINEERED MATERIALS INC.

By:

[Signatures continued on the following page]
LENDERS:

FIFTH THIRD BANK, an Ohio banking
corporation,/k/a FIFTH THIRD BANK,
NORTHEASTERN OHIO

By:

NATIONAL CITY BANK, as Lender
and Swing Line Lender

By:
Janice E. Focke, Senior Vice President

HARRIS TRUST AND SAVIGNS BANK

By:

U.S. BANK NATIONAL ASSOCIATION
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F/k/a Firstar Bank

By:

MANUFACTURES AND TRADERS
TRUST COMPANY

By:

LASALLE BANK NATIONAL ASSOCIATION

By:
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EXHIBIT 10F
SEVERANCE AGREEMENT

THIS SEVERANCE AGREEMENT (this "Agreement"), datasl of October 8, 2001, is made and entered by etveelen Brush Engineered
Materials Inc., an Ohio corporation (the "Companghd (the "Executive").

WITNESSETH:

WHEREAS, the Executive is a senior executive ofGloenpany or one or more of its Subsidiaries andade and is expected to continue to
make major contributions to the short- and longgterofitability, growth and financial strength dfet Company;

WHEREAS, the Company recognizes that, as is the fragnost companies, the possibility of a Chamg€antrol (as defined below) exists;

WHEREAS, the Company desires to assure itself tf peesent and future continuity of managementdasires to establish certain
minimum severance benefits for certain of its seai@cutives, including the Executive, applicalbl¢hie event of a Change in Control;

WHEREAS, the Company wishes to ensure that itoseniecutives are not practically disabled fronthéging their duties in respect of a
proposed or actual transaction involving a Changgédntrol; and

WHEREAS, the Company desires to provide additiomdlicement for the Executive to continue to reniaithe employ of the Company.
NOW, THEREFORE, the Company and the Executive agsdellows:

1. CERTAIN DEFINED TERMS. In addition to terms dedd elsewhere herein, the following terms havddhewing meanings when used
in this Agreement with initial capital letters:

(a) "Affiliate" means with respect to any Persaomy &older of more than 10% of the outstanding sharesquity interests of such Person or
any other Person which directly or indirectly cofgr is controlled by or is under common contrahwsuch Person. A Person shall be dee
to control another Person if such Person possedisestly or indirectly, the power to direct or cauthe direction of the management and
policies of the "controlled" Person, whether threwgvnership of voting securities, by contract drestvise.

(b) "Base Pay" means the Executive's annual baagysate as in effect from time to time.

(c) "Board" means the Board of Directors of the @amy.



(d) "Cause" means that, prior to any terminatiorspant to
Section 3(a)(iii), Section 3(b) or Section 3(ck txecutive shall have:

(i) been convicted of a criminal violation involgriraud, embezzlement, theft or violation of fedewatitrust statutes or federal securities |
in connection with his duties or in the course isfémployment with the Company or any Affiliatetbé Company;

(i) committed intentional wrongful damage to prapeof the Company or any Affiliate of the Company;

(iii) committed intentional wrongful disclosure sécret processes or confidential information ofG@oenpany or any Affiliate of the
Company; or

(iv) intentionally engaged in any activity in vitian of Section 8;

and any such act shall have been demonstrably atetially harmful to the Company. For purposeshed Agreement, no act or failure to act
on the part of the Executive shall be deemed "tidaal" if it was due primarily to an error in judgent or negligence, but shall be deemed
"intentional” only if done or omitted to be done tyzg Executive not in good faith and without readma belief that the Executive's action or
omission was in the best interest of the Compamywithstanding the foregoing, the Executive shall lne deemed to have been terminated
for "Cause" hereunder unless and until there $tzalé been delivered to the Executive a copy ofalugion duly adopted by the affirmative
vote of not less than three quarters of the Bdaed in office at a meeting of the Board called haldl for such purpose, after reasonable
notice to the Executive and an opportunity for Bxecutive, together with the Executive's coundeh@ Executive chooses to have counsel
present at such meeting), to be heard before tledd&inding that, in the good faith opinion of tBeard, the Executive had committed an act
constituting "Cause" as herein defined and spewifyihe particulars thereof in detail. Nothing heneill limit the right of the Executive or his
beneficiaries to contest the validity or propriefyany such determination.

(e) "Change in Control" means

(i) The acquisition by any individual, entity oragp (within the meaning of Section 13(d)(3) or )% of the Securities Exchange Act of
1934, as amended (the "Exchange Act")) (a "Persaofiieneficial ownership (within the meaning of Rd3d-3 promulgated under the
Exchange Act) of voting securities of the Comparhere such acquisition causes such Person to owRQ%)or more of the combined vot
power of the then outstanding voting securitiethefCompany entitled to vote generally in the ébecof directors (the "Outstanding
Company Voting Securities") without the approvatted Incumbent Board as defined in (ii) below of 86% or more of the Outstanding
Voting Securities of the Company with the apprayMathe Incumbent Board; provided, however, thatderposes of this subsection (i), the
following acquisitions shall not be deemed to resul Change of Control: (A) any acquisition dilgdrom the Company that is approved by
the Incumbent Board (as defined in



subsection (i), below), (B) any acquisition by thempany or a subsidiary of the Company, (C) amusition by any employee benefit plan
(or related trust) sponsored or maintained by tom@any or any corporation controlled by the Comp#BYy any acquisition by any Person
pursuant to a transaction described in clauses(B))and (C) of subsection (iii) below, or (E) aagquisition by, or other Business
Combination (as defined in (iii) below) with, a pen or group of which employees of the Companyngrsubsidiary of the Company control
a greater than 25% interest (a "MBQO") but onlyhi# Executive is one of those employees of the Comnpaany subsidiary of the Company
that are participating in the MBO; provided, furthlhat if any Person's beneficial ownership of @hdstanding Company Voting Securities
reaches or exceeds 20% or 35%, as the case may hegesult of a transaction described in clauj®(AB) above, and such Person
subsequently acquires beneficial ownership of auftht voting securities of the Company, such subsatjacquisition shall be treated as an
acquisition that causes such Person to own 20%%r & more, as the case may be, of the Outstar@ingpany Voting Securities; and
provided, further, that if at least a majority bétmembers of the Incumbent Board determines inl f@ith that a Person has acquired
beneficial ownership (within the meaning of Ruleli8promulgated under the Exchange Act) of 20% orenof the Outstanding Company
Voting Securities inadvertently, and such Persersts as promptly as practicable a sufficient nunalbshares so that such Person
beneficially owns (within the meanings of Rule 13gromulgated under the Exchange Act) less than @#te Outstanding Company
Voting Securities, then no Change of Control shalle occurred as a result of such Person's adqnjsir

(i) individuals who, as of the date hereof, consgé the Board (the "Incumbent Board" (as modifigdhis clause (ii)) cease for any reason to
constitute at least a majority of the Board; preddhowever, that any individual becoming a direstdosequent to the date hereof whose
election, or nomination for election by the Comparghareholders, was approved by a vote of at éeastjority of the directors then
comprising the Incumbent Board (either by a spedifite or by approval of the proxy statement of@menpany in which such person is
named as a nominee for director, without objectioauch nomination) shall be considered as though mdividual were a member of the
Incumbent Board, but excluding, for this purposs®; such individual whose initial assumption of offioccurs as a result of an actual or
threatened election contest with respect to thetiele or removal of directors or other actual aetitened solicitation of proxies or consents
by or on behalf of a Person other than the Board; o

(iif) The consummation of a reorganization, mergeconsolidation or sale or other disposition dbalsubstantially all of the assets of the
Company or the acquisition of assets of anothgearation, or other transaction ("Business Combam)i excluding, however, such a
Business Combination pursuant to which (A) thevidilials and entities who were the ultimate benafieivners of voting securities of the
Company immediately prior to such Business Commndteneficially own, directly or indirectly, mothan 65% of, respectively, the then
outstanding shares of common stock and the combiotlg power of the then outstanding voting se@sientitled to vote generally in the
election of directors, as the case may be, of thigye



resulting from such Business Combination (includinghout limitation, an entity that as a resultsofch transaction owns the Company or all
or substantially all of the Company's assets eitlirexctly or through one or more subsidiaries), fiB)Person (excluding any employee benefit
plan (or related trust) of the Company, the Compansuch entity resulting from such Business Coratiim) beneficially owns, directly or
indirectly (X) 20% or more, if such Business Condtian is approved by the Incumbent Board or (Y) 3&%mnore, if such Business
Combination is not approved by the Incumbent Boafdhe combined voting power of the then outstagdiecurities entitled to vote
generally in the election of directors of the gntésulting from such Business Combination andaidgast a majority of the members of the
board of directors of the corporation resultingrireuch Business Combination were members of thenbent Board at the time of the
execution of the initial agreement, or of the attid the Board, providing for such Business Comtiama or

(iv) approval by the shareholders of the Compang cbmplete liquidation or dissolution of the Comyp@&xcept pursuant to a Business
Combination described in clauses (A), (B) and (ubsection (iii), above.

(f) "Employee Benefits" means the perquisites, fiemand service credit for benefits as providedemany and all employee retirement
income and welfare benefit policies, plans, progg@marrangements in which Executive is entitlegddicipate, including without limitation
any stock option, performance share, performandestock purchase, stock appreciation, savingssioa, supplemental executive
retirement, or other retirement income or welfagedfit, deferred compensation, incentive compensatjroup or other life, health,
medical/hospital or other insurance (whether funidedctual insurance or self-insured by the Compamn Affiliate of the Company),
disability, salary continuation, expense reimbursenand other employee benefit policies, plansgraims or arrangements.

(9) "Incentive Pay" means the annual bonus, ingertdr other payment of compensation under the Memagt Performance Compensation
Plan or, if such Management Performance CompemsRian is no longer in effect, the annual bonusgrtive or other payment of
compensation in addition to Base Pay, made or tméae in regard to services rendered in any yeathar period pursuant to any bonus,
incentive, profitsharing, performance, discretionary pay or sinagreement, policy, plan, program or arrangemenée(ladr or not funded) «
the Company or an Affiliate of the Company, or angcessor thereto.

(h) "Retirement Plans" means the benefit planbe@f@ompany that are intended to be qualified uséetion 401(a) of the Internal Revenue
Code and the Company's Supplemental RetirementfiB&ten or any other plan that is a successotetioef the Executive was a participant
in such Retirement Plan on the date of the occogr@f the Change in Control.

(i) "Severance Period" means the period of timeroemcing on the date of the first occurrence of ar@gle in Control and continuing until t
earlier of (i) the third anniversary of the occunce of the Change in Control, or (ii) the Executwieath; provided, however, that
commencing on each anniversary of the Change intr@lpthe Severance Period
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will automatically be extended for an additionadyenless, not later than 90 calendar days prisuth anniversary date, either the Company
or the Executive shall have given written noticéhte other that the Severance Period is not t@lextended.

() "Subsidiary" means an entity in which the Compadirectly or indirectly beneficially owns 50% orore of the Outstanding Company
Voting Securities.

(k) "Term" means the period commencing as of the Hareof and expiring on the close of businesB@rember 31, 2004; provided,
however, that

(i) commencing on January 1, 2003 and each Jarutimgreafter, the term of this Agreement will autdically be extended for an additional
year unless, not later than September 30 of theeidietely preceding year, the Company or the Exeehall have given notice that it or 1
Executive, as the case may be, does not wish te thevTerm extended,; (ii) if a Change in Contralws during the Term, the Term shall
expire and this Agreement will terminate at theietjpn of the Severance Period; and (iii) subjedhe last sentence of

Section 9, if, prior to a Change in Control, theeExtive ceases for any reason to be an employtbe @@ompany and any Affiliate of the
Company, thereupon without further action the Tehall be deemed to have expired and this Agreemiéintnmediately terminate and be
no further effect. For purposes of this Section, 1fle Executive shall not be deemed to have cetasieel an employee of the Company and
any Affiliate of the Company by reason of the tfen®f Executive's employment between the Compantyamy Affiliate of the Company, or
among any Affiliates of the Company.

() "Termination Date" means the date on whichExecutive's employment is terminated (the effectiate of which shall be the date of
termination, or such other date that may be smtliiy the Executive if the termination is pursuarnbection 3(b) or Section 3(c)).

2. OPERATION OF AGREEMENT. This Agreement will beetive and binding immediately upon its executibat, anything in this
Agreement to the contrary notwithstanding, excepgpr@vided in Section 9, this Agreement will notdperative unless and until a Change in
Control occurs. Upon the occurrence of a Chandgointrol at any time during the Term, without furtlaetion, this Agreement shall become
immediately operative.

3. TERMINATION FOLLOWING A CHANGE IN CONTROL.

(@) In the event of the occurrence of a Changeonti@l, the Executive's employment may be termishéte the Company or an Affiliate of t
Company during the Severance Period and the Execsttiall be entitled to the benefits provided bgti®ea 4 unless such termination is the
result of the occurrence of one or more of theofslhg events:

(i) The Executive's death;

(ii) If the Executive becomes permanently disabigithin the meaning of, and begins actually to reealisability benefits pursuant to, the
long-term disability plan in effect for, or applide to, Executive immediately prior to the Chang€ontrol; or

(iii) Cause.



If, during the Severance Period, the Executive'pleyment is terminated by the Company or any Adfi of the Company other than
pursuant to Section 3(a)(i), 3(a)(ii) or 3(a)(iifye Executive will be entitled to the benefits\ided by Section 4 hereof.

(b) In the event of the occurrence of a Changedntf@l, if (but only if) the Board determines thhis Section 3(b) shall be operative
following such Change in Control, the Executive nayninate employment with the Company and anyliaté of the Company during the
Severance Period with the right to severance cosgiem as provided in Section 4 upon the occurreho@e or more of the following evel
(regardless of whether any other reason, other@arse as hereinabove provided, for such termimatists or has occurred, including
without limitation other employment):

(i) Failure to elect or reelect or otherwise to mtain the Executive in the office or the positiona substantially equivalent or better office or
position, of or with the Company and/or an Affigadf the Company (or any successor thereto by tiparaf law or otherwise), as the case
may be, which the Executive held immediately ptaooa Change in Control, or the removal of the Exigeuas a Director of the Company
and/or an Affiliate of the Company (or any succeskereto) if the Executive shall have been a Raeof the Company and/or an Affiliate of
the Company immediately prior to the Change in @aint

(i) (A) A significant adverse change in the natarescope of the authorities, powers, functionspoasibilities or duties attached to the
position with the Company and any Affiliate of tBempany which the Executive held immediately ptaothe Change in Control, (B) a
reduction in the aggregate of the Executive's Baseand Incentive Pay received from the CompanyaagdAffiliate of the Company, or (C)
the termination or denial of the Executive's rigiot&Employee Benefits or a reduction in the scapeatue thereof, any of which is not
remedied by the Company within 10 calendar days atceipt by the Company of written notice frora Executive of such change, reduc
or termination, as the case may be;

(iii) The liquidation, dissolution, merger, constdtion or reorganization of the Company or thegfanof all or substantially all of its busin
and/or assets, unless the successor or succelsgdigufdation, merger, consolidation, reorganiaafitransfer or otherwise) to which all or
substantially all of its business and/or asset tieen transferred (by operation of law or othepvéssumed all duties and obligations of the
Company under this Agreement pursuant to Sectida);L1

(iv) The Company relocates its principal executifiices (if such offices are the principal locatiohExecutive's work), or requires the
Executive to have his principal location of workadlged, to any location that, in either case, exicess of 50 miles from the location thereof
immediately prior to the Change in Control, or regsi the Executive to travel away from his offioethie course of discharging his
responsibilities or duties hereunder at least 208tenlin terms of aggregate days in any calendar geim any calendar quarter when
annualized for purposes of comparison to any y&ar) than was required of Executive in any ofttiree full years immediately prior to the
Change in Control without, in either case, his pwoitten consent; or
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(v) Without limiting the generality or effect ofétforegoing, any material breach of this Agreentignthe Company or any successor thereto
which is not remedied by the Company within 10 cdbg days after receipt by the Company of writtetice from the Executive of such
breach.

(c) Notwithstanding anything contained in this Agmeent to the contrary, in the event of a Chandeantrol, the Executive may terminate
employment with the Company and any Affiliate of tBompany for any reason, or without reason, dufieg30-day period immediately
following the first anniversary of the first occance of a Change in Control with the right to samee compensation as provided in Sectic

(d) A termination by the Company pursuant to Sec8¢a) or by the Executive pursuant to Section 8(§ection 3(c) will not affect any
rights that the Executive may have pursuant toagrgement, policy, plan, program or arrangemetii@fCompany or an Affiliate of the
Company providing Employee Benefits, which rightalsbe governed by the terms thereof.

4. SEVERANCE COMPENSATION.

(a) If, following the occurrence of a Change in @oh the Company or an Affiliate of the Companynténates the Executive's employment
during the Severance Period other than pursugdeetion 3(a)(i), 3(a)(ii) or 3(a)(iii), or if thex€cutive terminates his employment pursuant
to Section 3(b) (if

Section 3(b) is operative) or Section 3(c), the @any will pay to the Executive the amounts descrilbbeAnnex A within five business days
after the Termination Date and will continue topde to the Executive the benefits described inénA for the periods described therein.

(b) Without limiting the rights of the Executivelaiv or in equity, if the Company fails to make grayment or provide any benefit required
to be made or provided hereunder on a timely b#ssCompany will pay interest on the amount ougahereof at an annualized rate of
interest equal to the so-called composite "printe"ras quoted from time to time during the relevaaiod in the Midwest Edition of The
Wall Street Journal, plus 4%. Such interest wilplgable as it accrues on demand. Any change mmtiime rate will be effective on and as
of the date of such change.

(c) Notwithstanding any provision of this Agreemémthe contrary, the parties' respective rights alligations under this Section 4 and
under Sections 5, 7, 8 and 9 will survive any teation or expiration of this Agreement or the taration of the Executive's employment
following a Change in Control for any reason whatsa.

(d) Unless otherwise expressly provided by theiapple plan, program or agreement, after the oeowe of a Change in Control, the
Company shall pay in cash to the Executive a luomp amount equal to the value of any annual bomatu@ing, without limitation,
incentive-based annual cash bonuses and perfornuaitse but not including any equity-based comp#gasar compensation provided under
a qualified plan) earned or accrued with respetii¢oExecutive's service during the performancepesr periods that includes the date on
which the Change in Control occurred, disregarding applicable vesting requirements;
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provided that (i) such amount shall be calculatetth@ plan target or payout rate, but proratedaselpayment only on the portion of the
Executive's service that had elapsed during thécaiyte performance period; and (ii) such amouiatldie reduced by any amount actually
paid to the Executive under the terms of such Faich payment shall take into account service meadéarough the payment date and shall
be made at the earlier of (i) the date prescrilbegayment pursuant to the applicable plan, prograagreement, or

(i) within five business days after the Terminatidate.

(e) Notwithstanding any provision to the contranany applicable plan, program or agreement, uperotcurrence of a Change in Control,
all equity incentive awards held by the Executilialsbecome fully vested and all stock options Hsidhe Executive shall become fully
exercisable.

5. LIMITATION ON PAYMENTS AND BENEFITS. Notwithstaging any provision of this Agreement to the contréirany amount or
benefit to be paid or provided under this Agreenvemtld be an "Excess Parachute Payment," withimrtbaning of Section 280G of the
Internal Revenue Code of 1986, as amended (theé'Q,ant any successor provision thereto, but ferapplication of this sentence, then the
payments and benefits to be paid or provided utideiAgreement shall be reduced to the minimumrextecessary (but in no event to less
than zero) so that no portion of any such paymebteaefit, as so reduced, constitutes an ExcescRate Payment; provided, however, that
the foregoing reduction shall be made only if amthe extent that such reduction would result inngnease in the aggregate payments and
benefits to be provided, determined on an afteb&sis (taking into account the excise tax impgaeduant to Section 4999 of the Code, or
any successor provision thereto, any tax imposeahlyycomparable provision of state law, and anyiegiple federal, state and local income
taxes). The determination of whether any redudtiosuch payments or benefits to be provided untuerAgreement or otherwise is required
pursuant to the preceding sentence shall be méatie akpense of the Company, if requested by tleeliive or the Company, by the
Company's independent accountants. The fact thdExiacutive's right to payments or benefits mayeleiced by reason of the limitations
contained in this Section 5 shall not of itselfitimr otherwise affect any other rights of the Extiaee other than pursuant to this Agreemen
the event that any payment or benefit intendecdetprovided under this Agreement or otherwise isliregl to be reduced pursuant to this
Section 5, the Executive shall be entitled to destig the payments and/or benefits to be so redncader to give effect to this Section 5.~
Company shall provide the Executive with all infation reasonably requested by the Executive to ipéine Executive to make such
designation. In the event that the Executive failmmake such designation within 10 business daylseoTermination Date, the Company may
effect such reduction in any manner it deems apatep

6. NO MITIGATION OBLIGATION. The Company hereby avdwledges that it will be difficult and may be ingsible for the Executive to
find reasonably comparable employment following Tleemination Date. Accordingly, the payment of #ewerance compensation by the
Company to the Executive in accordance with theseof this Agreement is hereby acknowledged byObmapany to be reasonable, and the
Executive will not be required to mitigate the ambaf any payment provided for in this Agreementkgking other employment or
otherwise, nor will any profits, income, earningsother benefits from any source whatsoever craagemitigation, offset, reduction or any
other obligation on the part of



the Executive hereunder or otherwise, except asesgly provided in the last sentence of Paragraget 8rth on Annex A.
7. LEGAL FEES AND EXPENSES.

(a) Itis the intent of the Company that the Exa®uhot be required to incur legal fees and thateel expenses associated with the
interpretation, enforcement or defense of Execlgitights under this Agreement by litigation orestiise because the cost and expense
thereof would substantially detract from the betsdfitended to be extended to the Executive hemuidacordingly, if it should appear to t
Executive that the Company has failed to comphhwaity of its obligations under this Agreement othie event that the Company or any
other person takes or threatens to take any atdideclare this Agreement void or unenforceablénstitutes any litigation or other action or
proceeding designed to deny, or to recover from Fkecutive the benefits provided or intended tprowided to the Executive hereunder,
Company irrevocably authorizes the Executive frametto time to retain counsel of Executive's chpatehe expense of the Company as
hereafter provided, to advise and represent thelixe in connection with any such interpretatienforcement or defense, including without
limitation the initiation or defense of any litigam or other legal action, whether by or against@ompany or any Director, officer,
stockholder or other person affiliated with the @amy, in any jurisdiction. Notwithstanding any dixig or prior attorney-client relationship
between the Company and such counsel, the Compawpc¢ably consents to the Executive's entering amt attorney-client relationship with
such counsel, and in that connection the CompadyttenExecutive agree that a confidential relatimshall exist between the Executive
and such counsel. Without respect to whether theelitive prevails, in whole or in part, in connentigith any of the foregoing, the Compe
will pay and be solely financially responsible &ty and all attorneys' and related fees and expénserred by the Executive in connection
with any of the foregoing.

(b) Without limiting the obligations of the Compapuyrsuant to Section 7(a) hereof, in the eventan@h in Control occurs, the performance
of the Company's obligations under this Agreemiactuding, without limitation, this

Section 7 and Annex A, shall be secured by amaleytesited or to be deposited in trust pursuanét@in trust agreements to which the
Company shall be a party providing that the besaditbe provided hereunder and the fees and expefseunsel selected from time to time
by the Executive pursuant to

Section 7(a) shall be paid, or reimbursed to thechkve if paid by the Executive, either in accarckawith the terms of such trust agreem:
or, if not so provided, on a regular, periodic bagion presentation by the Executive to the trusteestatement or statements prepared by
such counsel in accordance with its customary estAny failure by the Company to satisfy anytefobligations under this Section 7(b)
shall not limit the rights of the Executive hereandSubject to the foregoing, the Executive shallenthe status of a general unsecured
creditor of the Company and shall have no righbtesecurity interest in, any assets of the Commarany Affiliate of the Company.
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8. COMPETITIVE ACTIVITY; CONFIDENTIALITY; NONSOLICITATION.

() ACKNOWLEDGEMENTS AND AGREEMENTS. The Executihereby acknowledges and agrees that in the perfarenaf the
Executive's duties to the Company during the Tene Executive will be brought into frequent confaither in person, by telephone or
through the mails, with existing and potential onsérs of the Company throughout the United Stdties.Executive also agrees that trade
secrets and confidential information of the Compangre fully described in Section 8(j) of this Agreent, gained by the Executive during
the Executive's association with the Company, Heeen developed by the Company through substanf@nelitures of time, effort and
money and constitute valuable and unique propdrtiygeoCompany. The Executive further understandisagmees that the foregoing makes it
necessary for the protection of the business o€itrapany that the Executive not compete with them@any during the Term and not
compete with the Company for a reasonable periecktfter, as further provided in the following sedifons.

(b) COVENANTS DURING THE TERM. During the Term apdor to the Termination Date, the Executive wititrtompete with the
Company anywhere within the United States. In ataoce with this restriction, but without limitintgiterms, during the term of the
Executive's employment, the Executive will not:

(i) enter into or engage in any business which cetepwith the business of the Company;

(i) solicit customers, business, patronage or i @ler, or sell, any products and services in cditipe with, or for any business that compe
with, the business of the Company;

(iii) divert, entice or otherwise take away anytousers, business, patronage or orders of the Coynmrasttempt to do so; or

(iv) promote or assist, financially or otherwisayaerson, firm, association, partnership, corponadr other entity engaged in any business
which competes with the business of the Company.

(c) COVENANTS FOLLOWING TERMINATION. For a periodf@ne (1) year following the Termination Date,liEtExecutive has received
or is receiving benefits under this Agreement,Eikecutive will not:;

(i) enter into or engage in any business which cetepwith the Company's business within the Réstti€erritory (as defined in
Section 8(g));

(i) solicit customers, business, patronage or @ fter, or sell, any products and services in cditipe with, or for any business, wherever
located, that competes with, the Company's busivébi the Restricted Territory;

(iii) divert, entice or otherwise take away anytousers, business, patronage or orders of the Coynpithin the Restricted Territory, or
attempt to do so; or
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(iv) promote or assist, financially or otherwisayaerson, firm, association, partnership, corponabr other entity engaged in any business
which competes with the Company's business withenRestricted Territory.

(d) INDIRECT COMPETITION. For the purposes of Seas 8(b) and 8(c), inclusive, but without limitatithereof, the Executive will be in
violation thereof if the Executive engages in anglbof the activities set forth therein direclg an individual on the Executive's own
account, or indirectly as a partner, joint ventuesnployee, agent, salesperson, consultant, offieeéfor director of any firm, association,
partnership, corporation or other entity, or asoaléholder of any corporation in which the Execator the Executive's spouse, child or parent
owns, directly or indirectly, individually or in ¢haggregate, more than five percent (5%) of thstanting stock.

(e) THE COMPANY. For the purposes of this Sectipth®@ Company shall include any and all direct iditect subsidiary, parent, affiliate
or related companies of the Company for which thkeddtive worked or had responsibility at the tinfiégesmination of the Executive's
employment and at any time during the two (2) yesariod prior to such termination.

() THE COMPANY'S BUSINESS. For the purposes oftgets 8(b), 8(c), 8(k) and 8(l), inclusive, the Quany's business is defined to be
the manufacture, marketing and sale of high perémte engineered materials serving global telecongations, computer, automotive
electronics, industrial components and optical medarkets, as further described in any and all f@@twring, marketing and sales manuals
and materials of the Company as the same may éredjtamended, supplemented or otherwise changexdtiime to time, or of any other
products or services substantially similar to @diy substitutable for any such described prodant$ services.

(g) RESTRICTED TERRITORY. For the purposes of Sat8(c), the Restricted Territory shall be defiasdand limited to:

(i) the geographic area(s) within a one hundre®)haile radius of any and all Company location(g)to, or for which the Executive worked,
to which the Executive was assigned or had anyorespility (either direct or supervisory) at thené of termination of the Executive's
employment and at any time during the two (2) yesaiod prior to such termination; and

(i) all of the specific customer accounts, whetivihin or outside of the geographic area describg@d above, with which the Executive had
any contact or for which the Executive had any oespility (either direct or supervisory) at theé of termination of the Executive's
employment and at any time during the two (2) ymarod prior to such termination.

(h) EXTENSION. If it shall be judicially determingbat the Executive has violated any of the Exeetdiobligations under Section 8(c), then
the period applicable to each obligation that tRedative shall have been determined to have vidlatall automatically be extended by a
period of time equal in length to the period dunmgich such violation(s) occurred.
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(i) NON-SOLICITATION. The Executive will not direlst or indirectly at any time solicit or induce diteampt to solicit or induce any
employee(s), sales representative(s), agent(grmudtant(s) of the Company and/or of its parenitsoother subsidiary, affiliated or related
companies to terminate their employment, represientar other association with the Company and®parent or its other subsidiary,
affiliated or related companies.

() FURTHER COVENANTS.

(i) The Executive will keep in strict confidencedawill not, directly or indirectly, at any time dag or after the Executive's employment w
the Company, disclose, furnish, disseminate, makéable or, except in the course of performing Executive's duties of employment, use
any trade secrets or confidential business anditeghinformation of the Company or its customearsendors, including without limitation

to when or how the Executive may have acquired sufdnmation. Such confidential information shaitiude, without limitation, the
Company's unique selling, manufacturing and sergichethods and business techniques, training,cgeavid business manuals, promotional
materials, training courses and other training iasttuctional materials, vendor and product infotiota customer and prospective customer
lists, other customer and prospective customerimition and other business information. The Exeeutpecifically acknowledges that all
such confidential information, whether reduced tding, maintained on any form of electronic mediamaintained in the Executive's mind
or memory and whether compiled by the Company,artté Executive, derives independent economiceviilim not being readily known
or ascertainable by proper means by others wh@btain economic value from its disclosure or usat teasonable efforts have been made
by the Company to maintain the secrecy of suchrinédion, that such information is the sole propeftthe Company and that any retention
and use of such information by the Executive dutiregExecutive's employment with the Company (ekiethe course of performing the
Executive's duties and obligations to the Companwfter the termination of the Executive's empleytshall constitute a misappropriation
of the Company's trade secrets.

(if) The Executive agrees that upon terminatiothef Executive's employment with the Company, for i@ason, the Executive shall return to
the Company, in good condition, all property of @@mpany, including without limitation, the origisaand all copies of any materials which
contain, reflect, summarize, describe, analyzefarror relate to any items of information listedSection 8(j)(i) of this Agreement. In the
event that such items are not so returned, the @oynwill have the right to charge the Executivedbreasonable damages, costs, attorneys'
fees and other expenses incurred in searchingafiing, removing and/or recovering such property.

(k) DISCOVERIES AND INVENTIONS; WORK MADE FOR HIRE.

(i) The Executive hereby assigns and agrees tgrassithe Company, its successors, assigns or masimll of the Executive's rights to any
discoveries, inventions and improvements, whethégrmtable or not, made, conceived or suggestdareiblely or jointly with others, by the
Executive while in the Company's
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employ, whether in the course of the Executive'plegment with the use of the Company's time, mateni facilities or that is in any way
within or related to the existing or contemplatedge of the Company's business. Any discovery ritiwe or improvement relating to any
subject matter with which the Company was concetheihg the Executive's employment and made, coadedr suggested by the
Executive, either solely or jointly with others,thin one (1) year following termination of the Exéige's employment under this Agreement
or any successor agreements shall be irrebuttabumed to have been so made, conceived or sudgedte course of such employment
with the use of the Company's time, materials oilifees. Upon request by the Company with respeany such discoveries, inventions or
improvements, the Executive will execute and delteehe Company, at any time during or after tikedtitive's employment, all appropriate
documents for use in applying for, obtaining andntaning such domestic and foreign patents aihmpany may desire, and all proper
assignments therefor, when so requested, at trenegmf the Company, but without further or add#iocconsideration.

(i) The Executive acknowledges that, to the expmarmitted by law, all work papers, reports, docatagon, drawings, photographs,
negatives, tapes and masters therefor, prototymksther materials (hereinafter, "items"), incluglimithout limitation, any and all such items
generated and maintained on any form of electror@dia, generated by the Executive during the Exezatemployment with the Company
shall be considered a "work made for hire" and tivatership of any and all copyrights in any andsatth items shall belong to the Company.
The item will recognize the Company as the copyraner, will contain all proper copyright notices.g., "(creation date)

[Company Name], All Rights Reserved," and will becondition to be registered or otherwise placecbimpliance with registration or other
statutory requirements throughout the world.

(I COMMUNICATION OF CONTENTS OF AGREEMENT. Durinthe Executive's employment and for one (1) yeareter, the

Executive will communicate the contents of this égment to any person, firm, association, partngrsiorporation or other entity which the
Executive intends to be employed by, associatel, witrepresent and which is engaged in a busthes$s competitive to the business of the
Company.

(m) RELIEF. The Executive acknowledges and agrieasthe remedy at law available to the Companyfeach of any of the Executive's
obligations under this Agreement would be inadeguBlhe Executive therefore agrees that, in addtticeny other rights or remedies that the
Company may have at law or in equity, temporary pgminanent injunctive relief may be granted in proceeding which may be brought to
enforce any provision contained in Sections

8(b), 8(c), 8(i), 8(j), 8(k) and 8(I), inclusivef this Agreement, without the necessity of proofofual damage.

(n) REASONABLENESS. The Executive acknowledges thatExecutive's obligations under this SectiomeBraasonable in the context of
the nature of the Company's business and the ciimpeatjuries likely to be sustained by the Compéithe Executive was to violate such
obligations. The Executive further acknowledges this Agreement is made in consideration of, anadequately supported by the
agreement of the Company to perform its
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obligations under this Agreement and by other aersition, which the Executive acknowledges cortsitgood, valuable and sufficient
consideration.

9. EMPLOYMENT RIGHTS. Nothing expressed or impliacthis Agreement will create any right or duty thie part of the Company or the
Executive to have the Executive remain in the egrplent of the Company or any Affiliate of the Compammior to or following any Change
in Control. Any termination of employment of thedextive or the removal of the Executive from thiécefor position in the Company or a

Affiliate of the Company that occurs following tbemmencement of any discussion with a third petsahultimately results in a Change in
Control, shall be deemed to be a termination oorerhof the Executive after a Change in Controlgarposes of this Agreement.

10. WITHHOLDING OF TAXES. The Company may withhdldm any amounts payable under this Agreementdkfal, state, city or oth
taxes as the Company is required to withhold pumsteaany applicable law, regulation or ruling.

11. SUCCESSORS AND BINDING AGREEMENT.

(a) The Company will require any successor (whedlirexct or indirect, by purchase, merger, constilisha reorganization or otherwise) to all
or substantially all of the business or assetb®f@ompany, by agreement in form and substancemeahly satisfactory to the Executive,
expressly to assume and agree to perform this Aggatin the same manner and to the same exte@tdaimpany would be required to

perform if no such succession had taken place. Agisement will be binding upon and inure to thedfé of the Company and any
successor to the Company, including without liniitatany persons acquiring directly or indirectlyyal substantially all of the business or
assets of the Company whether by purchase, megesplidation, reorganization or otherwise (anchssuccessor shall thereafter be deemed
the "Company" for the purposes of this Agreemdmnij,will not otherwise be assignable, transferainldelegable by the Company.

(b) This Agreement will inure to the benefit of dnel enforceable by the Executive's personal ol legaesentatives, executors,
administrators, successors, heirs, distributeedesyadees.

(c) This Agreement is personal in nature and neibfi¢he parties hereto shall, without the conséribe other, assign, transfer or delegate this
Agreement or any rights or obligations hereundeepkas expressly provided in Sections 11(a) aifio) 1%ithout limiting the generality or
effect of the foregoing, the Executive's rightéo&ive payments hereunder will not be assignadalasferable or delegable, whether by
pledge, creation of a security interest, or othseewother than by a transfer by Executive's wilbpthe laws of descent and distribution and,
in the event of any attempted assignment or tramshetrary to this Section 11(c), the Company shaile no liability to pay any amount so
attempted to be assigned, transferred or delegated.

12. NOTICES. For all purposes of this Agreemerntcammunications, including without limitation no#éis, consents, requests or approvals,
required or permitted to be given hereunder willrberiting and will be deemed to have been dulyegi when hand
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delivered or dispatched by electronic facsimilesraission (with receipt thereof orally confirmed) five business days after having been
mailed by United States registered or certifiedlymaturn receipt requested, postage prepaid,reethusiness days after having been sen
nationally recognized overnight courier servicehtsas FedEx, UPS, or Purolator, addressed to thep@ayn(to the attention of the Secretary
of the Company) at its principal executive offigaldo the Executive at his principal residencdpauch other address as any party may have
furnished to the other in writing and in accordaheeewith, except that notices of changes of addshall be effective only upon receipt.

13. GOVERNING LAW. The validity, interpretation, estruction and performance of this Agreement weligoverned by and construed in
accordance with the substantive laws of the Sta@hdo, without giving effect to the principles obnflict of laws of such State.

14. VALIDITY. If any provision of this Agreement dhe application of any provision hereof to anysoeror circumstance is held invalid,
unenforceable or otherwise illegal, the remaindehis Agreement and the application of such priovizo any other person or circumstance
will not be affected, and the provision so held#oinvalid, unenforceable or otherwise illegal Wi reformed to the extent (and only to the
extent) necessary to make it enforceable, valiégail.

15. MISCELLANEOUS. No provision of this Agreemenaybe modified, waived or discharged unless sudkieramodification or
discharge is agreed to in writing signed by thedtxige and the Company. No waiver by either paggeto at any time of any breach by the
other party hereto or compliance with any conditiorprovision of this Agreement to be performedsiigh other party will be deemed a
waiver of similar or dissimilar provisions or cotidins at the same or at any prior or subsequert thio agreements or representations, ol
otherwise, expressed or implied with respect tostitgect matter hereof have been made by eithéy pduich are not set forth expressly in
this Agreement. References to Sections are to@exctf this Agreement.

16. COUNTERPARTS. This Agreement may be executexh&or more counterparts, each of which shalldsd to be an original but all
of which together will constitute one and the saageeement.

17. PRIOR AGREEMENT. This Agreement supersedesf #s date first above written, the Agreementedats of March 2, 1999 (the
"Prior Agreement”), between Brush Wellman Inc. #mel Executive, as amended for the purpose of gutisty Brush Engineered Materials
Inc. for Brush Wellman Inc. as a party to the PAgreement. Executive agrees that he or she h&stier rights under the Prior Agreement,
and that Brush Wellman Inc. shall be a third paepeficiary of this Section 17.
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IN WITNESS WHEREOF, the parties have caused thise@gent to be duly executed and delivered as addkefirst above written.
BRUSH ENGINEERED MATERIALS INC.

By:

Gordon D. Harnett
Chairman of the Board, President and
Chief Executive Officer

16



ANNEX A
SEVERANCE COMPENSATION

(1) A lump sum payment in an amount equal to thirees the sum of (A) Base Pay (at the highestiragdfect for any period prior to the
Termination Date), plus (B) Incentive Pay (in anoamt equal to not less than the higher of

(1) the highest aggregate Incentive Pay earnedyirffiscal year ending after the Change in Contrahaany of the three fiscal years
immediately preceding the year in which the Chaingéontrol occurred or (2) the plan target for ytear in which the Change in Control
occurred).

(2) A lump sum payment in an amount equal to tlesgnt value of the bonuses the Executive would resaived under any Long Term C
Incentive Plan of the Company for performance pkio effect at the time of the termination of Eeecutive's employment had he contin

to be employed through the period covered by ach glan, assuming payout under such plans at #retpltget rate, reduced by any amoi
actually paid to the Executive under the termsmyf such plan. In determining present value for thigpose, there shall be applied a discount
factor equal to the coupon rate on general futhfaind-credit obligations of the U.S. Treasury hgva maturity of five years and issued on
the date of the termination of the Executive's eyplent.

(3) For a period of 36 months following the Terntioa Date (the "Continuation Period"), the Comparily arrange to provide the Executive
with Employee Benefits that are welfare benefitduding, without limitation, retiree medical anéelinsurance (but not perquisites, stock
option, performance share, performance unit, sparkhase, stock appreciation or similar compengdtenefits or benefits covered by (4)
below) substantially similar to those that the Bxae was receiving or entitled to receive immeeliaprior to the Termination Date (or, if
greater, immediately prior to the reduction, teration, or denial described in Section 3(b)(ii))alfd to the extent that any benefit describi
this Paragraph 3 is not or cannot be paid or pexbighder any policy, plan, program or arrangemétiteoCompany or any Affiliate of the
Company, as the case may be, then the Companitseill pay or provide for the payment to the Exemjthis dependents and beneficiaries,
of such Employee Benefits along with, in the casany benefit described in this Paragraph 3 whiéckuibject to tax because it is not or ca
be paid or provided under any such policy, plangpem or arrangement of the Company or any Aféiliat the Company, an additional
amount such that after payment by the Executivljodependents or beneficiaries, as the case mayf lll taxes so imposed, the recipient
retains an amount equal to such taxes. Notwithatgrttie foregoing, or any other provision of therégment, for purposes of determining
period of continuation coverage to which the Exieubr any of his dependents is entitled pursuai@dction 4980B of the Code (or any
successor provision thereto) under the Companyaale dental and other group health plans, or ssmar plans, the Executive's "qualifying
event" shall be the termination of the Continuatariod. Further, for purposes of the immediategcpding sentence and for any other
purpose including, without limitation, the calcudat of service or age to determine Executive'sitality for benefits under any retiree
medical benefits
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or life insurance plan or policy, the Executivelsha considered to have remained actively emplayed full-time basis through the
termination of the Continuation Period. Withouterthise limiting the purposes or effect of

Section 6, Employee Benefits otherwise receivalglthb Executive pursuant to this Paragraph 3 veltdduced to the extent comparable
welfare benefits are actually received by the Exgedfrom another employer during the ContinuatReriod following the Executive's
Termination Date, and any such benefits actuattgireed by the Executive shall be reported by theddkive to the Company.

(4) In addition to the retirement income and otbhenefits to which Executive is entitled under th@rany's Retirement Plans with respect to
Executive's employment through the Termination Dateimp sum payment in an amount equal to thespteslue of the excess of (x) the
retirement income and other benefits that woulgdogable to the Executive under the Retirement Rfdesecutive had continued to be
employed as an active participant in the CompaRgtirement Plans through the Continuation Periedmgithe Executive's Base Pay and
Incentive Pay (as determined in Paragraph 1) (withegard to any amendment to the Retirement Rtate subsequent to a Change in
Control which reduces the retirement income or oliemefits thereunder), over (y) the retiremenbine and other benefits that the Executive
is entitled to receive (either immediately or odederred basis) under the Retirement Plans. Fgroses of this Paragraph 4, present value
shall be determined by applying a discount factpra¢ to the annual rate of interest on 30-year Ur8asury securities issued on the date of
the termination of the Executive's employment ifanp such securities are issued on such dateh@mbst recent date preceding the date of
the termination of the Executive's employment oncWisuch securities are issued), and by using 988 Group Annuity Mortality Table

(50% male/50% female).

(5) If the Executive is entitled to receive or maseived, during the year in which the Terminafimie occurs, cash payments from the
Company in connection with which the Executive agré receive current cash payments in lieu of figsnender the Company's
Supplemental Retirement Benefit Plan (SERP), a lammp payment in an amount equal to three timeagleegate amount paid or payabl
the Executive by the Company in lieu of benefitdemthe SERP.

(6) If the Executive is receiving or has been grdrtash payments from the Company which have besigrtated by the Board as special
awards, a lump sum payment equal to three timeagbesgate award designated by the Board of Direéto the year in which the
Termination Date occurs.

(7) A lump sum payment equal to the cash valudeftub dues and financial counseling benefitsttiaExecutive would have been entitled
to receive during the Continuation Period basetherannual value of such club dues and financiahseling benefits immediately before the
Termination Date or, if greater, immediately beftire Change in Control; provided that the Executitest have been receiving such benefits
immediately prior to either the Termination Dateloe date of the Change in Control.

(8) Reasonable fees for outplacement services fiosnaelected by the Executive, at the expengbé@Company in an amount not in excess
of $20,000.
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EXHIBIT 10G

EXECUTIVE
INSURANCE AGREEMENT

THIS AGREEMENT made as of January 2, 2002, by atdvben Brush Engineered Materials Inc. (the "Cafon™) and
(the "Executive

WITNESSETH
WHEREAS, the Executive is an employee of the Cafion and/or one or more subsidiaries or affiliatechpanies of the Corporation; and

WHEREAS, the Executive wishes to maintain life irswce protection in the event of his death, undmsligy or policies of life insurance
insuring his life (hereinafter referred to as tR®licy"), which is described in Exhibit A attachleereto and by this reference made a part
hereof, and which is issued by the insurance cogngdasacribed in Exhibit A (the "Insurer"); and

WHEREAS, in recognition of the management seniige Executive has and is expected to render t€thporation and/or one or more
subsidiaries or affiliated companies of the Coriora the Corporation is willing to assist the Ewti¢e in maintaining the life insurance
protection by paying a portion of the premiums danghe Policy, on the terms and conditions herénakt forth; and

WHEREAS, the Executive has purchased or will copraneously purchase the Policy from the Insuranimmount sufficient to pay the
death benefit stated in Article 3; and

WHEREAS, the Corporation requires that the Exeeutigllaterally assign the Policy to the Corporatiororder to secure the repayment of
the premiums which the Corporation will pay on Badicy as described in this Agreement;

NOW, THEREFORE, in consideration of the foregoimgl he mutual covenants hereinafter set forthPiugies agree as follow

ARTICLE 1
OWNERSHIP OF THE POLICY

1.1 EXECUTIVE AS OWNER. The Executive shall be sude and absolute owner of the Policy includingsafyplemental riders and
endorsements thereto and may exercise all ownerigftifs granted to the owner thereof by the terfrth® Policy, except as otherwise
provided in this Agreement.

1.2 FUTURE ACTIONS. (a) The Executive and the Coagtion agree that they will take all necessaryoacto cause the Insurer to issue the
Policy, and shall take any further action which rbaynecessary to cause the Policy to conform tprirésions of this Agreement. The
parties hereto agree that the Policy shall be stibjethe terms and conditions of this Agreemeut @fithe collateral assignment filed with 1
Insurer relating to the Polic



(b) The Executive and the Corporation agree td treaPolicy as a "life insurance contract" witkiie meaning of section 7702 of the Internal
Revenue Code of 1986, as amended (the "Code")réfieyence to a section of the Code in this Agredrskall be read to refer also to any
amendment from time to time to that section (inglgdany successor provision(s)) and to regulatfmesnulgated under such section (or any
successor provision(s)). The Executive and the @atpn shall take no action to treat the Policpasause the Policy to be other than a life
insurance contract within the meaning of sectiod27@f the Code and shall take no action to caus@thicy to be or become a "modified
endowment contract" within the meaning of sectid@ZA of the Code.

(c) The Executive and the Corporation agree toadtarize Policy premiums paid by the Corporatiofoass for tax purposes, including for
purposes of (i) Internal Revenue Service ("IRS"}ib®02001-10 and any subsequent guidance supplamgentmodifying IRS Notice 2001-
10, (ii) section 7872 of the Code regarding loaith \welow-market interest rates, and (iii) wagehhitlding and reporting, and agree to treat
the loans as "demand loans" for purposes of seZ832 of the Code. Neither the Executive nor thep8@a@tion shall take any action that is
not consistent with the characterization and treatndescribed in the immediately foregoing sentefibe Corporation shall annually furnish
the Executive a statement of the amount of incagpentable by the Executive for income tax purp@sea result of this Agreement.

1.3 ASSIGNMENT. The Executive agrees to executasaignment (hereinafter the "Assignment”) to thegGration to secure the
Corporation's rights under this Agreement, in thrarf of or similar to the form of Exhibit B. The Agament shall set forth the rights of the
Corporation in and with respect to the Policy parguo the terms and conditions of this Agreem&hé Executive and the Corporation agree
to be bound by the terms of the Assignment, and\8sgnment shall not be terminated, altered orrated by the Executive prior to the
Corporation receiving the "Corporate Interest" efrebd in

Section 4.3, without the express written consenhefCorporation.

1.4 THE CORPORATION'S RIGHTS. The Corporation'sitigwith respect to the Policy shall be limited to:

(a) The right to receive from the cash value inRoéicy the Corporate Interest as defined in Seci@ on a "Termination Event," as defined
in Section 4.1;

(b) The right to receive the proceeds of the Pddisyset forth in Section 3.2 (the "Corporation'athdBenefit Portion") on the death of the
Executive; and

(c) The right to release the Assignment upon reéadithe Corporate Interest, as defined in Secti@n

1.5 EXECUTIVE'S RIGHTS. The Executive shall, as ewof the Policy, retain all other rights in theliBpnot held by the Corporation
pursuant to Section 1.4, including, but not limitedthe following:

(a) The right to cause the full or partial surrendlethe Policy and to borrow against the cash eslof the Policy following a Termination
Event, as defined in
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Section 4.1, and to succeed to full ownership efRblicy cash values after satisfaction of the Gafe Interest; provided, however, that the
Executive shall give the Corporation thirty (30ydadvance written notice of the exercise of sughtrand

(b) The right to exercise all non-forfeiture or da@poption rights permitted by the terms of the ®opland

(c) The right to designate and change the beneficiabeneficiaries of the portion of the proceetithe Policy payable, upon the death of the
Executive, pursuant to Section 3.1 (the "ExecusiB®ath Benefit Portion"); and

(d) The right to assign the Executive's rightsnd aith respect to the Policy.

Notwithstanding anything to the contrary in the ipdtately foregoing provisions of this Section Jfor to the Corporation receiving tl
Corporate Interest, as defined in Section 4.3Eecutive shall not borrow against, surrender, ehrassign, or transfer the Policy, nor
terminate the dividend election thereof, if appbiea without the prior written consent of the Caqtéon (which consent the Corporation has
the right to withhold in its sole and absolute dision and/or to make such consent subject to grais and conditions as the Corporation
determines in its sole or absolute discretion).

ARTICLE 2
INSURANCE AMOUNT; PAYMENT OF PREMIUMS
AND APPLICATION OF DIVIDENDS

2.1 INSURANCE AMOUNT. The Executive shall purchasBolicy sufficient to provide the death benefisstated in Article 3 and to
provide the Corporation with the Corporate Inteessstated in Section 4.3.

2.2 PREMIUM PAYMENT; TIMING. (a) The premiums (inading all costs associated with all supplementidns and endorsements to the
Policy) (the "Premium") shall be paid by the Exé@geiand the Corporation, with the amount or portiéa Premium payment to be paid by
the Corporation to be determined from time to tlmgyghe Corporation in its sole and absolute dismnefThe Corporation shall notify the
Executive of any change in the amount or portioa Bremium payment that it will pay at least 30-@agior to the due date of the Premium
payment. The Executive and the Corporation shalltpeir respective portions of a Premium paymenth@nPolicy to the Insurer on or befc
the due date of each Premium payment, and in agptenot later than the expiration of the gracégaeunder the Policy for such Premium
payment. Within 30 days following the Corporatiopg/ment of its portion of a Premium payment, tloegBration shall furnish the Execut
with written notice of such payment.

(b) The face amount of the Policy shall at all tine maintained by the Executive in an amountess than the Corporate Interest, as del
in Section 4.3. If the face amount of the Policdisfaelow the amount of the Corporate Interesjefined in Section 4.3, the Executive shall
immediately either (i) make additional premium pa&yns to increase the face amount of the Policyitaraount equal to or greater than the
Corporate Interest, as defined
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in Section 4.3, or (ii) make payments to the Coaion to decrease the amount of the Corporatedsiteas defined in Section 4.3, to an
amount equal to or less than the face amount dPdtiey.

(c) The cash surrender value of the Policy shallldtmes be maintained by the Executive in an ammot less than the Corporate Interes
defined in Section 4.3. If the cash surrender védille below the amount of the Corporate Interést,Executive shall immediately either (i)
make additional premium payments to increase tBe sarrender value of the Policy to an amount efguat greater than the Corporate
Interest, as defined in Section 4.3, or (i) makgrpents to the Corporation to decrease the amduhé&orporate Interest, as defined in
Section 4.3, to an amount equal to or less thawdkh surrender value of the Policy.

2.3 DIVIDEND. Any dividends declared on the Polglyall accumulate in the Policy and cannot be witar prior to the Corporation
receiving the Corporate Interest, as defined irti8ea.3. The parties agree that any dividend Elagtrovision of the Policy shall be
consistent with this provision.

ARTICLE 3
RIGHTS UPON DEATH OF EXECUTIVE

3.1 EXECUTIVE'S DEATH BENEFIT PORTION. If Executiwdies prior to the Corporation receiving the Cogterinterest as defined in
Section 4.3, the Executive's designated beneficaheneficiaries as set forth in the Policy sballentitled to receive an amount equal to the
net death benefit remaining after satisfactiorhef€Corporation's Death Benefit Portion under

Section 3.2. The initial total death benefit stedlas stated in Exhibit A.

3.2 THE CORPORATION'S DEATH BENEFIT PORTION. If tliexecutive dies prior to the Corporation receivihg Corporate Interest as
defined in

Section 4.3, the Corporation shall be entitledeimeive an amount equal to the Corporate Interedéfised in Section 4.3 and shall be
designated a beneficiary under the Policy to sxtbne.

ARTICLE 4
RIGHTS UPON TERMINATION OF AGREEMENT
OR SURRENDER OF POLICY

4.1 TERMINATION EVENT DEFINED. A "Termination Evehimeans (and shall automatically occur upon) arheffollowing events:
(a) the bankruptcy, receivership or dissolutiomhaf Corporation;

(b) the Executive's termination of employment vifte Corporation and all subsidiaries and affiliatechpanies of the Corporation other than
as a result of becoming permanently and totallghlid as determined under the Corporation's lorg-tésability policy, except that Article
3 shall apply if Executive's termination of emplagmbis caused by death;
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(c) following the Executive's termination of emphognt with the Corporation and all subsidiaries afiiated companies of the Corporation
as a result of becoming permanently and totallghlid as determined under the Corporation's lorg-tésability policy, upon 30 days
advance written notice to the Executive by the Gaoapon;

(d) upon 30 days advance written notice to the @@tfon by the Executive; or
(e) the written agreement of the Executive anddbgporation.

4.2 RIGHTS UPON TERMINATION EVENT. Upon a Terminati Event as defined in Section 4.1, the Executivel(e Insurer on behalf of
the Executive) shall pay to the Corporation the ami@etermined pursuant to

Section 4.3. Upon receipt of such amount from tkechtive (or the Insurer on behalf of the Execytitiee Corporation shall take all steps
necessary to release the Assignment so that theukixe shall own the Policy free of all encumbrantigereon in favor of the Corporation
required by this Agreement.

4.3 CORPORATE INTEREST. Upon a Termination Evendefined in

Section 4.1, the Corporation shall be entitledeieive an amount equal to (i) the cumulative Premipaid by the Corporation, (ii) plus any
unpaid Interest Amount, and (iii) less any paymemésie by the Executive to the Corporation in acaoce with this Agreement (collectively
the "Corporate Interest") from the Executive. ¥ txecutive does not pay the Corporate InterestedCorporation within 30 days from the
date of a Termination Event as defined in

Section 4.1, the Corporation shall be entitleddoeas and receive the Corporate Interest fromahkle surrender value of the Policy. If the
cash surrender value of the Policy received byQbiporation is not sufficient to pay the Corporatterest, the Corporation shall be entitle
the difference between the amount it received badCorporate Interest from the Executive and snobuat shall be immediately paid by the
Executive to the Corporation.

ARTICLE 5
ADMINISTRATIVE PROVISIONS

5.1 INSURER'S RESPONSIBILITY. The Insurer shall betconsidered a party to this Agreement and slealbe bound hereby. No
provision of this Agreement, or any amendment Hedwll in any way enlarge, change, vary or affeetobligations of the Insurer as
expressly provided in the Policy, except to theepkthat this Agreement becomes a part of the Yblicacceptance of the Assignment by the
Insurer.

5.2 AMENDMENT. This Agreement may be amended thiowgitten action of the Corporation with the writteonsent of the Executive.

5.3 NOTICE AND PAYMENTS. Any and all notices reqeirto be given under the terms of this Agreemeall Sle given in writing and
signed by the appropriate party, and shall be Isgertified mail, postage prepaid, to the appmateraddress set forth below:
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(a) to the Executive at:
(b) to the Corporation at:
Brush Engineered Materials Inc. 17876 St. Clair #ue Cleveland, OH 44110 ATTN: Corporate Secretary

Any payment to be made by the Executive to the @@ion shall be made by check made payable torBEmgineered Materials Inc. and
sent by certified mail, postage prepaid to the esklset forth above for the Corporation.

5.4 HEIRS, SUCCESSORS AND ASSIGNS. This Agreembatl e binding upon and shall inure to the beradfthe Executive, his or her
successors, heirs and the executors or administratdhe estate of the Executive, and to the Qaian and its successors. The Executive
and the Corporation agree that either party maigass interest under this Agreement, and anygags shall be bound by the terms and
conditions of this Agreement as if an original gdréreto.

5.5 INTERPRETATION. This Agreement and the intesaxftthe Executive and the Corporation hereundalt b governed by and constrt
in accordance with the laws of the State of Ohio.

5.6 SEPARATE AGREEMENT. This Agreement and theriesés of the Executive and the Corporation hereusiai! be interpreted and
construed as a separate agreement that is indegesfdmy plan, agreement, program or policy dfieitthe Corporation or subsidiaries or
affiliated companies of the Corporation. The basafinder this Agreement shall be independent ofemgfits payable under any plan,
agreement, program or policy of either the Corporabr subsidiaries or affiliated companies of @@poration. The benefits paid under or in
connection with this Agreement, including any deathefit and/or any bonus amount or tax gross-ymeat in connection with this
Agreement, shall not be counted in determininglagyefit under any plan, agreement, program or palfche Corporation or subsidiaries or
affiliated companies of the Corporation.

5.7 TERMS. This Agreement shall be effective athefdate first above written, and shall continutl terminated as herein provided or until
all covenants herein activated by the death oftkecutive are fully carried out.

5.8 HEADINGS. Any headings or captions in this Agreent are for reference purposes only, and sha#xmand, limit, change or affect the
meaning of any provision of this Agreement.
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5.9 COUNTERPARTS. This Agreement may be executethinnumber of counterparts, each of which shatléemed an original, and all of
which together shall constitute one and the sanreémgent.

5.10 ERISA. The Executive and the Corporation aginaethe Agreement is not subject to the requirgmef the Employee Retirement
Income Security Act of 1974, as amended ("ERISK'and to the extent that this Agreement is subjedhe requirements of ERISA, the
Corporation shall have authority to control and agthe operation and administration of this Agrestnand shall establish policies and
procedures, including a claims procedure, as nacgss comply with the provisions of ERISA.

IN WITNESS WHEREOF, the parties hereto have sighesddocument as of the day and year first aboveemt

BRUSH ENGINEERED MATERIALS INC.

By
Title:
And
Title:

EXECUTIVE
Name:



EXHIBIT 10G
EXHIBIT A
The following life insurance policy or policiesssibject to the attached Agreement:
Insurer:
Owner:
Insured:
Policy Number:
Face Amount:
Dividend Option-

Date of Issue: January 2, 20



EXHIBIT B

ASSIGNMENT
This Assignment made and entered into effectivefdanuary 2, 2002, by as Owneifeflhsurance Policy Number(s)
to be issued by (tlseirén’) of 197 Clarendon St., Boston, MA 02117 ang supplementary contrau

issued in connection therewith (said policy andtiais being herein called the "Policy"), upon ltfeeof the Owner, to Brush Engineered
Materials Inc., its successors and assigns (thsitase"), subject to all the terms and conditiointhe Policy and to all superior liens, if any,
which the Insurer may have against the Policy.

WITNESSETH:

WHEREAS, said Assignee has entered into an Exezlitisurance Agreement (the "Agreement") with then@wdated January 2, 2002, to
assist the owner with the purchase of the Poligypdying in its discretion a portion of the premaitincluding costs associated with all
supplemental riders and endorsements to the Pdtieg)'Premium™) due on the Policy; and

WHEREAS, upon the Assignee making said PremiunesAsignee will have specific interests in saiddolin accordance with the terms
the Agreement (referred to as the "Corporation'atb&8enefit Portion" and the "Corporate Interest");

NOW, THEREFORE, for value received, the undersignetby assigns, transfers, and sets over speoaiiicy rights to the Assignee, subj
to the Agreement, and to the following terms anaditions:

1. The Assignee shall have the following rights:

(a) the right to receive the Corporate Interestjefsned in the Agreement, upon a Termination Exaandefined in the Agreement;
(b) the right to receive the Corporation's Deathdfi Portion, as defined in the Agreement, ondbath of the Owner; and

(c) the right to possession of the Policy.

2. Except as specifically granted hereto to thagkes, the Owner will retain all incidents of owsigip of the Policy; including, but not
limited to the following:

(a) the right to cause the full or partial surrenaiethe Policy and to borrow against the cashesilof the Policy provided that prior to the
Corporation receiving the Corporate Interest amddfin Section 4.3, the Owner can exercise sugift anly with the consent of the Assign



(b) the right to change the dividend election psawi of the Policy, provided that, prior to the @aration receiving the Corporate Interest, as
defined in the Agreement, the Owner can exercish sght only with the consent of the Assignee;

(c) the right to designate and change the beneficiabeneficiaries of the Executive's Death Berfedirtion, as defined in the Agreement, of
the Policy payable upon the death of the Owner; and

(d) the right to assign the rights, title and iet#rin and with respect to the Policy, subjechis tollateral assignment agreement with the
Assignee.

3. The Assignee will, upon request, forward theédyalvithout unreasonable delay to the Insurer faa@sement of any designation or change
of beneficiary or election of a payment plan foti®oproceeds.

4. The Insurer is hereby authorized to recognieeftssignee's claim to rights hereunder without stigating the reason for such action by
Assignee, or the validity or the amount of theiliibs hereunder. The Assignee may exercise angsafghts on its sole signature, and the
Insurer shall be fully discharged and such actlwadl$e binding on all persons having an ownershipeneficial interest in the Policy.

5. Upon the full payment to the Assignee of thepBoate Interest, or in the event of the death ef®wner and the payment to the Assignee
of the Corporation's Death Benefit Portion (asridiin the Agreement), this Assignment will terntinda he Insurer is deemed to have
knowledge that this Assignment has terminated aplyn receiving written notice of such event thagiggied by the Assignee and Owner.

6. The Insurer shall not be responsible for théicGahcy or validity of this Assignment and is reoparty to any split dollar agreement (or any
other similar agreement) between the Assigneeta®tvner. In the event of a conflict between thmgeof the Agreement and this
Assignment, the terms of this Assignment will cohtr

IN WITNESS WHEREOF, the undersigned Owner has ebeecthis Assignment effective as of the date arat fiest described above.

Witness Owner
Received and duplicate filed by t he Insurer at

, assuming no responsibility, howevetp déts validity, and also reserving the right émjuire proof satisfactory to the Insurer
the respective interests of the Owner and the Assig

Date: By:



EXHIBIT 10U

AMENDMENT NO. 8
TO
BRUSH ENGINEERED MATERIALS INC.
SUPPLEMENTAL RETIREMENT BENEFIT PLAN
(DECEMBER 1, 1992 RESTATEMENT)

Brush Engineered Materials Inc., an Ohio corporgtiereby adopts Amendment No. 8 to the Brush Esged Materials Inc. Supplemental
Retirement Benefit Plan (December 1, 1992 Restatgn{fermerly known as the Brush Wellman Inc. Sgmpéntal Retirement Benefit Plan)
(the "Plan").

l.
Article | of the Plan is amended by adding at thd thereof the following:
SECTION 1.27 - BRUSH WELLMAN INC. EXECUTIVE DEFERRECOMPENSATION PLAN

The Brush Wellman Inc. Executive Deferred Compeasd®lan or the Brush Engineered Materials Inc.dtxige Deferred Compensation
Plan (2000 Restatement).

Il.
Article Il of the Plan is amended by adding at ¢#inel thereof the following:
SECTION 2.3 - CESSATION OF BENEFIT ACCRUAL

Notwithstanding any other provision of the Plarhe contrary, each of David Deubner, Jordan FradiEphen Freeman, Michael Hasyct
Alfonso Lubrano, John Pallam, John Paschall, andé)&koch shall accrue no additional rights andefiés under the Plan after December
31, 2001. The rights and benefits under the Plaaoh Participant named in the immediately pregedantence, except as contemplated in
Section 4.1A, shall be determined as if the emplaynof the Participant had terminated on Decembe301.

Article IV of the Plan is amended by adding a neaettdon 4.1A immediately following Section 4.1 topide as follows



SECTION 4.1A - SPECIAL ELECTION

(i) Notwithstanding any other provision of the Ptarthe contrary, except Section 9.5 (as conteraglat this

Section 4.1A), each Participant identified on Schedll to the Plan (as added by this Amendmenty make a one-time election, subject to
the provisions of Section 4.1A(ii), to receive ligu of all benefits otherwise payable to or inpest of the Participant under the Plan, a "cash
amount” shown in column (2) of Schedule Il to filan, in accordance with Section 4.1A(ii) and sudhs and procedures as may be
established by the Company consistent with SeetidA(ii). The cash amount, if elected, shall beddaj the Company and/or the
Participant's Employer from the general asseth@fdompany and/or the Participant's Employer in@mnaore payments, without interest
thereon, not later than December 31, 2002.

(i) The following conditions apply to the Spectkgection under Section 4.1A(i):

(&) The election under Section 4.1A(i) may be madlg by delivery during a period beginning on Jagug, 2002 and ending at 5:00 pm on
January 18, 2002 by the Participant to the Commuéduaywritten election on a form prescribed therdfpithe Company, which form shall be
substantially in the form of Exhibit Il attachedrét® and made a part hereof;

(b) If a Participant makes the election providedunder Section 4.1A(i), neither the Participahg Participant's Beneficiary, nor any other
person claiming through or under the Participaatighereafter have any rights to modify such étecaind all provisions of the Plan shall be
construed, interpreted, and applied accordingly;

(c) If a Participant makes the election providedufioder Section 4.1A(i), neither the Participahg Participant's Beneficiary, nor any other
person claiming through or under the Participaatighereafter have any rights to any benefit urtberPlan other than the Participant's right
to the cash amount provided for under Section 4)1A(

(d) Such election shall include a consent to AmegminNo. 8 to the Plan in accordance with
Section 9.5 of the Plan; and

(e) Such election shall be irrevocable after dejitbereof to the Company, and such election skedbme effective upon delivery thereof to
the Company.

-2
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Section | of Schedule | to the Plan is amendeddayrg a new
Section 4.1A immediately following Section 4.1 @dction | of Schedule | to the Plan) to providddadsws:

SECTION 4.1A - SPECIAL ELECTION AND CESSATION OF BEFIT ACCRUAL

(i) Notwithstanding any other provision of the Ptarthe contrary, except Section 9.5 (of this Sectiof this Schedule I) (as contemplated in
this Section 4.1A (of this

Section | of this Schedule 1)), Mr. Harnett may makone-time election, subject to the provisionSedtion 4.1A(ii) (of this Section | of this
Schedule 1), to receive, in lieu of all benefith@rtwise payable to or in respect of Mr. Harnetterrttie Plan, a "cash amount" shown in
column

(2) of Schedule 111 to the Plan, in accordance v@#ttion 4.1A(ii) (of this Section | of this Schéell) and such rules and procedures as may
be established by the Company consistent with @edtilA(ii) (of this Section | of this Schedule The cash amount, if elected, shall be paid
by the Company and/or Mr. Harnett's Employer frtwe general assets of the Company and/or Mr. Hasriatiployer in one or more
payments, without interest thereon, not later thanember 31, 2002.

(i) The following conditions apply to the Spectaection under Section 4.1A(i) (of this Sectiorf Itlis Schedule I):

(a) The election under Section 4.1A(i) (of this ®&tl of this Schedule 1) may be made only by =iy during a period beginning on Janu
2, 2002 ending at 5:00 pm on January 18, 2002 hyHdrnett to the Company of a written election doran prescribed therefor by the
Company, which form shall be substantially in tbenf of Exhibit Il attached hereto and made a parébf;

(b) If Mr. Harnett makes the election provided fmder Section 4.1A(i) (of this Section | of thish®dule 1), neither Mr. Harnett, Mr. Harne
Beneficiary, nor any other person claiming throaglunder Mr. Harnett shall thereafter have anytggh modify such election and all
provisions of the Plan shall be construed, intdgateand applied accordingly;

(c) If Mr. Harnett makes the election provided tmder Section 4.1A(i) (of this Section | of thish&dule I), neither Mr. Harnett, Mr. Harne
Beneficiary, nor any other person claiming throaglunder Mr. Harnett shall thereafter have anytedgh any benefit under the Plan other
than Mr. Harnett's right to the one-time paymemvjited under Section 4.1A(i);

(d) If Mr. Harnett makes the election provided fimder Section 4.1A(i) (of this Section | of thish®dule 1), Mr. Harnett shall
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accrue no additional rights and benefits undePtlaa after December 31, 2001;

(e) If Mr. Harnett makes the election provided dioder Section 4.1A(i) (of this Section | of thish&dule I), the rights and benefits under the
Plan of Mr. Harnett, except as contemplated in 8@stion 4.1A (of this Section | of this Schedule
), shall be determined as if the employment of Marnett had terminated on December 31, 2001,

(f) Such election shall include a consent to AmeedtiNo. 8 to the Plan in accordance with
Section 9.5 (of this Section | of this Schedulefl}he Plan; and

(9) Such election shall be irrevocable after deintbereof to the Company, and such election diedbme effective upon delivery thereof to
the Company; and

V.
The Plan is amended by adding at the end therrefvaSchedule Il to provide as set forth on Exhiiltd@ this Amendment.
VI
The changes to the Plan made by the foregoing@wectif this Amendment shall be effective on andragkecution of this Amendment.
n—_—
Executed this__ day of December, 2001.
BRUSH ENGINEERED MATERIALS INC.

By:

Title:

And:

Title:



EXHIBIT 1000

CONSOLIDATED AMENDMENT NO. 3 AND WAIVER
TO
MASTER LEASE AGREEMENT AND EQUIPMENT SCHEDULES

THIS CONSOLIDATED AMENDMENT NO. 3 TO MASTER LEASE BREEMENT (this "AMENDMENT"), dated as of SeptemI28;
2001, is entered into by and between Brush Wellman an Ohio corporation ("LESSEE"), and Natio@#ly Bank, for itself and as agent 1
certain participants ("LESSOR"),

RECITALS:

A. Lessee and Lessor entered into a Master LeaseeAtent, dated as of December 30, 1996, as amébyded First Amendment to Master
Lease Agreement, dated as of September 2, 199%¢gttend Amendment to Master Lease Agreement anchdment to Disbursement
Schedules, dated as of January 26, 1999, the Anirechdment to Master Lease Agreement and Amendrodbiipment Schedules, dated as
of September 30, 1999, the Fourth Amendment to &dstase and Waiver, dated as of May 16, 2000Camsolidated Amendment No. 1 to
Master Lease Agreement and Equipment Schedulex] datof June 30, 2000 and Consolidated Amendmen2 kb Master Lease Agreem
and Equipment Schedules, dated as of March 30, @6@&ther with all Exhibits and Schedules thertte,"LEASE AGREEMENT"), under
which Lessor agreed to lease to Lessee certaipeguit to be used by Lessee at its ElImore, Ohiditfasubject to certain conditions and in
accordance with the terms thereof; and;

B. The parties desire to amend certain provisidribeoMaster Lease Agreement as of the Amendmdettife Date (as defined in Section
2.01 of this Amendment).

AGREEMENT:

IN CONSIDERATION OF THE PREMISES above and the nalitovenants and agreements contained herein athfer good and
valuable consideration, the receipt and sufficieoicyhich are hereby acknowledged, the partieseagsefollows:

SECTION | - AMENDMENTS TO AGREEMENT
1.01 Section IV(a) of the Lease Agreement shaliinended by deleting the same and substitutinginthereof the following:

"(a) Lessee will promptly notify Lessor in writirafter receipt of notice of any Tax or other mortgiggledge, security interest, encumbrance,
lien, lease or charge of any kind (including anyeagnent or consignment arrangement to give anlyeofdregoing, any conditional sale or
other title retention agreement or any lease imttere thereof) (collectively, a "LIEN") shall ath to any Disbursement Equipment or
Equipment, of the full particulars thereof and o tocation of such Disbursement Equipment or BEgeipt on the date of such notification.”

1.02 Section IV(b) of the Lease Agreement shakimended by deleting the same and substitutinginthiereof the following:
"(b) Lessee will furnish or cause to be furnishe@ach Participant and the Lessor:

(i) ANNUAL FINANCIAL STATEMENTS. As soon as availdd and in any event within 90 days after the clofseach fiscal year of the
Parent, the consolidated and consolidating bal



sheets of the Parent and the Subsidiaries as anthef such fiscal year and the related cons@itlahd consolidating statements of income,
of stockholder's equity and of cash flows for stisbal year, in each case setting forth compardiguees for the preceding fiscal year, all in
reasonable detail and, solely in the case of tihea@ated financial statements, accompanied byjigon with respect to such consolidated
financial statements of independent public accouataf recognized national standing selected bytdment, which opinion shall be
unqualified and shall state that such accountarded such consolidated financial statements ao@tance with generally accepted auditing
standards, that such accountants believe thataudihprovides a reasonable basis for their opirama that in their opinion such consolide
financial statements present fairly in all materedpects the financial position of the ParentthedSubsidiaries as at the end of such fiscal
year and the results of their operations and das¥sffor such fiscal year in conformity with GAA

(il QUARTERLY FINANCIAL STATEMENTS. As soon as aiulable and in any event within 45 days after thesel of each of the quarterly
accounting periods in each fiscal year of the Ratha unaudited consolidated and (commencing thighfiscal quarter ending March 31,
2001) consolidating balance sheets of the ParehtrenSubsidiaries as at the end of such quaneripd and the related unaudited
consolidated and (commencing with the fiscal quagteling March 31, 2001) consolidating statemehtsamme and of cash flows for such
quarterly period, and setting forth, in the cassuwifh unaudited statements of income and of caslsflcomparative figures for the related
periods in the prior fiscal year, and which finaiatatements shall be certified as true and coaedehalf of the Parent by a Principal
Officer of the Parent, subject to changes resuliiogn normal year-end audit adjustments.

(iii) OFFICER'S COMPLIANCE CERTIFICATES. At the tienof the delivery of the financial statements pded for in sections 1V(b)(i) and
(ii), a certificate on behalf of a Principal Officef the Parent to the effect that no Default orelRtial Default exists or, if any Default or
Potential Default does exist, specifying the natune extent thereof, which certificate shall setifdhe calculations required to establish
compliance with the provisions of Sections XXIV(e&)((0)(c), (p)(k) and Section XXIII of this Agreemt, including an identification of the
amounts of any financial items of persons or bussinmits acquired by the Parent or Lessee or $hdisidiaries for any periods prior to the
date of acquisition which are used in making suabudations.

(iv) BUDGETS AND FORECASTS. Not later than 60 dafter the commencement of each fiscal year of #reri® and the Subsidiaries, a
consolidated and consolidating budget in reasonddtiail for such entire fiscal year and for eactheffiscal quarters in such fiscal year, and
(if and to the extent prepared by management tfig¢feo any subsequent fiscal years, as customaridpared by management for their
internal use, setting forth, with appropriate dssian, the forecasted balance sheet, income stateoperating cash flows and capital
expenditures of the Parent and the Lessee and3hbaidiaries for the period or periods coveredelng and the principal assumptions upon
which forecasts and budget are based.

(v) NOTICE OF DEFAULT OR LITIGATION.

(i) Promptly, and in any event within three Busm@&ays thereof, notice of the occurrence of anyewdich constitutes a Default or
Potential Default, which notice shall specify traure thereof, the period of existence thereofvanat action Lessee or the Parent propose to
take with respect thereto; and



(i) Promptly, and in any event within three Busindays after Lessee or the Parent or any Subgiolidains knowledge thereof, notice of
any litigation or governmental or regulatory invgation or proceeding pending against or involving Parent, Lessee or any of the
Subsidiaries which could reasonably be expectédie a Material Adverse Effect.

(vi) ERISA. Promptly, and in any event within 15ydaafter the occurrence of any of the followings&ee will deliver to Lessor and each
Participant a certificate on behalf of Lessee &edRarent of an Authorized Officer of setting fattke full details as to such occurrence and
the action, if any, that the Parent, Lessee, sudisiBiary or such ERISA Affiliate is required omopioses to take, together with any notices
required or proposed to be given to or filed wittbyg the Parent, Lessee, the Subsidiary, the ERABiflate, the PBGC, a Plan participant or
the Plan administrator with respect thereto:

(i) that a Reportable Event has occurred with ressfgeany Plan;
(i) the institution of any steps by the Parentséee, any ERISA Affiliate, the PBGC or any otheispa to terminate any Plan;
(iii) the institution of any steps by the ParentLessee or any ERISA Affiliate to withdraw from aRian;

(iv) the institution of any steps by the ParenLessee or any Subsidiary to withdraw from any Muitployer Plan or Multiple Employer
Plan, if such withdrawal could result in withdraviiability (as described in Part 1 of Subtitle ETofle IV of ERISA) in excess of $5,000,000;

(v) a non-exempt "prohibited transaction” withir timeaning of section 406 of ERISA in connectiorhvaihy Plan;
(vi) that a Plan has an Unfunded Current Liabiigceeding $5,000,000;

(vii) any material increase in the contingent lidpiof the Parent or Lessee or any Subsidiary wétspect to any post-retirement welfare
liability; or

(viii) the taking of any action by, or the writtéimreat of the taking of any action by, the InterRalenue Service, the Department of Labor or
the PBGC with respect to any of the foregoing.

(vii) ENVIRONMENTAL MATTERS. Promptly upon, and iany event within 5 days after the occurrence of@frthe following, notice of

any of the following environmental matters whickadtves or could reasonably be expected to resw@dtMaterial Adverse Effect: (i) any
pending or threatened (in writing) Environmentahi@i against the Parent, Lessee or any of the Sabisisl or any Real Property owned or
operated by any of them; (ii) any condition or atence on or arising from any Real Property ownedperated by the Parent or Lessee or
any of the Subsidiaries that (A) results in noncbhamge by the Parent or Lessee or any of the Siavgd with any applicable Environmental
Law or (B) could reasonably be expected to formithsis of an Environmental Claim against the Pavehessee or any of the Subsidiarie
any such Real Property; (iii) any condition or atence on any Real Property owned, leased or amktat the Parent or Lessee or any of the
Subsidiaries that could reasonably be expectedusecsuch Real Property to be subject to anyetstrs on the ownership, occupancy, use
or



transferability by the Parent or Lessee or anyhefSubsidiaries of such Real Property under anyr&mwiental Law; and (iv) the taking of
any removal or remedial action in response to tiead or alleged presence of any Hazardous Mateniainy Real Property owned, leased or
operated by the Parent or Lessee or any of thei@abes as required by any Environmental Law or gavernmental or other administrative
agency. All such notices shall describe in reaskendétail the nature of the Environmental Claim #ral Parent's or Lessee's or such
Subsidiary's response thereto.

(h) SEC REPORTS AND REGISTRATION STATEMENTS. Prolgptpon transmission thereof or other filing wittetSEC, copies of all
registration statements and annual, quarterly meatireports that the Parent or Lessee or anlyeoSubsidiaries files with the SEC, and
promptly upon transmission thereof, each proxyest&int, annual report, certificate, notice or othmument sent by the Parent or Lessee to
the holders of any of its securities (or any trastader any indenture which secures any of itsrg@sior pursuant to which such securities
are issued).

(i) OTHER INFORMATION. Such other information or daments (financial or otherwise) relating to thedpéor Lessee or any of the
Subsidiaries as Lessor or any Participant may redsyp request from time to time."

1.03 Section Xl(a) of the Lease Agreement shaliinended by deleting Paragraph (v) and by deletamgdPaphs (ii), (iii), (iv), (vi), (vii) and
(ix) and substituting in lieu thereof the following

“(ii) If any representation, warranty or statemmerade in this Agreement or in any Schedule or thar@ty, the Pledge Agreement or any
other Lease Document or any other certificate, tepotice or other writing delivered to Lessor@spect of this Agreement shall be false or
erroneous in any Material respect when made or ddenade,

(iii) If Lessee fails to perform or observe (1) awfyits obligations in Section I1X or Section XXk Section XXIV, (2) any of its obligations
under the Assignment of Purchase Orders or any &tbeument or B. W. Alloy, Ltd. shall fail to perfo or observe any of its obligations
under the Assignment of Purchase Orders or any &tbeument to which it is a party, or (3) any af dther obligations in this Agreement
(other than those referred to in clauses (i) and

(iii)(1) and (iii)(2) above) and that failure shalbt have been fully corrected within thirty (3@yd after the giving of written notice to Lessee
by Lessor that it is to be remedied, provided, haweif during that thirty-day period Lessee sltaihmence corrective action that, if begun
and prosecuted with due diligence, cannot be caexgbleithin a period of thirty (30) days, then tkigitty-day period shall be extended, but
not more than an additional forty (40) days, togktent necessary to enable Lessee to diligentlypbete that corrective action; or the Pledge
Agreement, the Guaranty or any other Lease Docufoace executed and delivered) shall cease foreason (other than termination in
accordance with its terms) to be in full force a&fiéct; or any Lease Party shall default in anyemalt respect in the due performance and
observance of any other obligation under a Leasaibent (other than this Agreement) to which it gagty and such default shall continue
unremedied for a period of at least 30 days (oh stker longer cure period permitted under theiepgple Lease Document) after notice by
Lessor; or any Lease Party shall (or seek to) filisabr otherwise limit its obligations under a IseaDocument to which it is a party otherv
than in strict compliance with the terms thereof,

(iv) Lessee, the Parent or any of the Subsidiatied! (i) default in any payment with respect tg &amlebtedness (other than the obligations of
Lessee under this Agreement) or



Permitted Precious Metal Consignments in excesdsyigually, of $25,000 owed to Lessor or any Pgoat or any of their Affiliates, or to
any other person, and such default shall contiffiee #ne applicable grace period, if any, specifiethe agreement or instrument relating to
such Indebtedness or Permitted Precious Metal Goment, or (ii) default in the observance or perfance of any agreement or condition
relating to any such Indebtedness or Permittedi®rsdetal Consignment or contained in any instminog agreement evidencing, securing
or relating thereto (and all grace periods applie#t such observance, performance or conditioit Bhge expired), or any other event shall
occur or circumstance shall exist, the effect ofchldefault or other event or circumstance is tosea or to permit the holder or holders of
such Indebtedness or other party to a Permittecidre Metal Consignment (or a trustee or agentadralh of such holder or holders or other
party) to cause any such Indebtedness to becompritudo its stated maturity or any obligationréender to become due prior to the date
contemplated therein; or any such IndebtednedseoParent or Lessee or any of the Subsidiariesyphligation under a Permitted Precious
Metal Consignment shall be declared to be due agdlge, or shall be required to be prepaid (othan by a regularly scheduled required
prepayment or redemption, prior to the stated nitgttihvereof),

(vi) If (a) Lessee or the Parent or any MateriabSdiary shall discontinue operations, or (b) LesseParent or any Material Subsidiary shall
commence any Insolvency Action of any kind or adimjt answer, default or otherwise) the Materiadgditions of, or consent to any relief
requested in, any Insolvency Action of any kind coemced against Lessee or Parent or such Matetisidary by its creditors or any
thereof, or (c) any creditor or creditors shall coemce against Lessee or Parent or any Materiali@absany Insolvency Action of any kind
which shall remain in effect (neither dismissed staryed) for thirty (30) consecutive days,

(vii) If there shall occur a Change of Control,

(ix) one or more judgments or decrees shall beredtagainst Lessee or the Parent or any of thei@atiss involving a liability equal to or
more than $5,000,000 in the aggregate for all udhments and decrees for the Parent, Lessee arglitbsidiaries (excluding any judgment
covered by insurance as to which the carrier hagwate claims paying ability and has not resertgedghts), and any such judgments or
decrees shall not have been vacated, dischargady@d or bonded pending appeal within 30 days freentry thereof,"

1.04 Section XVI(a) of the Lease Agreement shalhimended by deleting the first sentence thereirsabdtituting in lieu thereof the
following:

"Lessee has adequate power and authority to eriterand perform and observe its obligations unttiés, Agreement, each Schedule, each
Assignment of Purchase Orders to which it is aypand all other agreements, instruments, docunsrdther writings related to this
Agreement, including, without limitation, the Led3ecuments (collectively, the "DOCUMENTS")."

1.05 Section XIX(j) of the Lease Agreement shaleb®ended by deleting the same and inserting thaafivlg in lieu thereof:

"()) Any Rent, Interim Rent or other amount notgh&d Lessor when due hereunder (after any appbogizice period therefor) shall bear
interest, both before and after any judgment aniteaition hereof, at the lesser of the Daily LeaateRractor then in effect plus two percent
(2%) per annum or the maximum rate allowed by lamaddition, after the
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occurrence and during the continuance of a DefthdtDaily Lease Rate Factor shall be increaseahtgmount equal to two percent (2%)
annum."

1.06 Section XXIII of the Lease Agreement shalbibgended by deleting the same and substitutinginthereof the following:
"XXIIl. GENERAL FINANCIAL STANDARDS:

Lessee agrees that so long as this Agreement renmag@ffect and thereafter until all obligationsLessee hereunder shall have been paid and
performed in full, Lessee will observe and causkam@bserved each of the following:

(a) RATIO OF CONSOLIDATED TOTAL DEBT TO CONSOLIDATE TOTAL ADJUSTED CAPITAL AND MINIMUM EBITDAR. At

no time will the ratio, expressed as a percentafjs) the amount of Consolidated Total Debt to @9nsolidated Total Adjusted Capital,
exceed (i) 50.0% from June 30, 2000, through anlicing September 30, 2001, (ii) 43% for the pedochmencing October 1, 2001,
through and including December 31, 2001, (jii) 4f¥the period commencing January 1, 2002, thraamghincluding September 30, 2002;
and (iv) 50% on and after October 1, 2002. In aoldjtat no time will the Consolidated EBITDAR, hetend of each fiscal quarter ending on
the dates described below, and with respect téigbal quarters ending on June 30, September 3Macdmber 31, 2002, on a cumulative
basis for the respective longer periods indicateithé parenthesis below, to be less than the ansetfiorth opposite that fiscal quarter:

Fiscal Quarter Ended Minimum Consolid ated Ebitdar

March 31, 2002 (3 months) $ 3,780,000
June 30, 2002 (6 months) $ 12,330,000
September 30, 2002 (9 months) $ 21,960,000

December 31, 2002 (12 months) $ 31,770,000

(b) RATIO OF CONSOLIDATED TOTAL DEBT TO CONSOLIDATE EBITDAR. The ratio at any time of (x) the amowftConsolidated
Total Debt at such time to (y) Consolidated EBITDAiR the Testing Period most recently ended, vwoll @xceed

(i) 3.50 to 1.00 for the Testing Period ending JB@e2000, (ii) 3.25 to 1.00 for the Testing Pesi@hding September 30, 2000 and December
31, 2000, (iii) 3.00 to 1.00 for the Testing Pedaehding March 31, 2001, June 30, 2001, and Septe8fh 2001; and (iv) 2.75 to 1.00 for 1
Testing Periods ending on and after December 311.20

(c) CONSOLIDATED FIXED CHARGE COVERAGE RATIO. At ntime will the
Consolidated Fixed Charge Coverage Ratio be less2t00 to 1.00 for any Testing Period.

(d) CONSOLIDATED TANGIBLE NET WORTH. At no time withe Consolidated Tangible Net Worth be less #590,731,000 plus an
amount equal to forty percent (40%) of the Constéid Net Income of the Parent, Lessee and the @abses for the four fiscal quarters
ending December 31, 2000 and each December 3laftarerovided, that if such Consolidated Net meofor any fiscal year is a negative
figure, such Consolidated Net Income for the figesr in question shall be treated as zero fopthposes of this section.”
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1.07 Section XXIV of the Lease Agreement shall eaded by deleting the same and substituting intliereof the following:
"XXIV. COVENANTS:

Lessee agrees that so long as this Agreement renmadrifect and thereafter until the Rent and bligations of Lessee hereunder shall have
been paid and performed in full, Lessee will perfand observe, and will cause the Parent and eartidiary to perform and observe, each
of the following provisions on their respective tsain be complied with, namely:

(a) BOOKS, RECORDS AND INSPECTIONS. (i) keep propeoks of record and account, in which full andreot entries shall be made of
all financial transactions and the assets and basiof the Parent, Lessee or the Subsidiariebeasate may be, in accordance with GAAP;
and (ii) permit officers and designated represeéreatof the Lessor or any of the Participants 8it\eind inspect any of the properties or assets
of the Parent, Lessee and the Subsidiaries in wheves's possession, and to examine (and make aufppedake extracts from) the books of
account of the Parent, Lessee and the Subsidemisliscuss the affairs, finances and accountseoParent, Lessee and the Subsidiaries

and be advised as to the same by, their officedsratependent accountants and independent actudidey, all at such reasonable times and
intervals upon reasonable notice (except that dutie existence of a Default, no notice shall loppiired) as the Lessor or any of the
Participants may request.

(b) INSURANCE. (i) maintain insurance coverage hsurers having an

A.M. Best rating of "A-" or better and being iniadncial size category of "VII" or larger, or byhet companies acceptable to the Lessor, and
in such forms and amounts and against such riskseagenerally consistent with the insurance caeraaintained by the Parent, Lessee and
the Subsidiaries at the date hereof, but at a minirehall keep themselves and all of their insurpbbperties insured at all times to such
extent, with such deductibles, by such insurersayainst such hazards and liabilities as is gelyadahe by other business enterprises
respectively similar to the Parent, Lessee andtltesidiaries, and (i) forthwith upon Lessor's oy ®articipant's written request, furnish to
Lessor or such Participant such information abaahsnsurance as Lessor or such Participant may firme to time reasonably request,
which information shall be prepared in form andafletatisfactory to Lessor or such Participant eadified by an Authorized Officer of the
Lessee.

(c) PAYMENT OF TAXES AND CLAIMS. Pay and dischargé# taxes, assessments and governmental chardmdes imposed upon
Lessee, the Parent and the Subsidiaries or uparirtbeme or profits, or upon any properties beioggo them, prior to the date on which
penalties attach thereto, and all lawful claimsahkihif unpaid, might become a Lien or charge upon@operties of the Parent, Lessee or
of the Subsidiaries; PROVIDED that none of the Bareessee or any of the Subsidiaries shall beiredjtio pay any such tax, assessment,
charge, levy or claim which is being contesteddandjfaith and by proper proceedings if it has naimegd adequate reserves with respect
thereto in accordance with GAAP; and PROVIDED, FUHER, that the Parent, Lessee and the Subsidiaiiesaibe considered to be in
default of any of the provisions of this senterfdaé Parent, Lessee or any Subsidiary fails togrgysuch amount or amounts that,
individually or in the aggregate, do not exceed®800 so long as that matter is being negotiatephod faith with the applicable taxing
authority.

(d) CORPORATE FRANCHISES. Do and cause to be ddirthiags necessary to preserve and keep in futld@and effect the corporate or
other organizational existence, rights, authoritgt #anchises of the Parent, Lessee and the SahissliPROVIDED that nothing in this
Paragraph (d) shall be deemed to prohibit any éretien permitted by Paragraph (m) below.
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(e) GOOD REPAIR. Ensure that the properties andpagent of the Parent, Lessee and the Subsidiasied ar useful in their business in
whomsoever's possession they may be, are kepbith ggpair, working order and condition, normal waad tear excepted.

() COMPLIANCE WITH STATUTES, ETC. Comply with alipplicable statutes, regulations and orders of @lrapplicable restrictions
imposed by, all governmental bodies, domestic mifm, in respect of the conduct of the businegh@Parent, Lessee and the Subsidiaries
and the ownership of their property, other tharséh@) being contested in good faith by approprnateeedings, as to which adequate res
are established to the extent required under GAshB,(ii) the noncompliance with which could notseaably be expected to have a Material
Adverse Effect.

(g) COMPLIANCE WITH ENVIRONMENTAL LAWS. Notwithstading, and in addition to, the covenants contaimelddragraph (f) above:

(a) comply in all respects with all Environmentaivis applicable to the ownership, lease or usel &fedl Property and personal property t
or hereafter owned, leased or operated by the Raressee or any of the Subsidiaries, and promgatlyor cause to be paid all costs and
expenses incurred in connection with such compéiatiee noncompliance with which could reasonablgXgected to have a Material
Adverse Effect; and (iii) keep or cause to be ladpsuch Real Property free and clear of any Liemsosed pursuant to such Environmental
Laws which are not permitted under Paragraph (fovhe

(b) Without limitation of the foregoing, if the Rant, Lessee or any of the Subsidiaries shall gémeunae, treat, store, release or dispose of, or
permit the generation, use, treatment, storageasel or disposal of, Hazardous Materials on anyReaerty now or hereafter owned, leased
or operated by any of them, or transport or peth@ttransportation of Hazardous Materials to omfieny such Real Property, any such ac
shall be effected in compliance with all Environrah.aws applicable thereto.

(c) If required to do so under any applicable oafeany governmental agency, take any clean uppvainremedial or other action necessary
to remove and clean up any Hazardous Materials fmoynReal Property owned, leased or operated bRdhent, Lessee or any of the
Subsidiaries in accordance with the requirementsl@pplicable Environmental Laws and in accor@awih such orders of all governmental
authorities, except to the extent that the Patezgsee or such Subsidiary is contesting such andgwod faith and by appropriate proceedi
and for which adequate reserves have been estadblisithe extent required by GAAP.

(h) FISCAL YEARS, FISCAL QUARTERS. Not change itsdal year or fiscal quarters, other than the figear or fiscal quarters of a per:
which becomes a Subsidiary, made at the time sedop becomes a Subsidiary to conform to Lesseed fear and fiscal quarters.

() HEDGE AGREEMENTS, ETC. In the event the Parémissee or any of the Subsidiaries determine terénto a Hedge Agreement they
may do so, PROVIDED that such Hedge Agreement, wlo@sidered in light of other outstanding Hedgee&gnents to which that person is
a party, does not expose that person to predontynsmculative risks unrelated to the amount oéssdndebtedness or other liabilities
intended to be subject to coverage on a notior&shader such Hedge Agreement. The parties td-amancial Hedge Agreement, the
calculation of credit exposure under any Finanidiedige Agreement, any intercreditor issues withLig®sor and Participants and the
documentation therefor (which shall conform inrapects to ISDA standards) must be reasonablytatile to the Lessor in all respects.
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(j) SENIOR DEBT. Ensure that (a) the claims of tessor and the Participants in respect of Rentlamather obligations of Lessee under
this Agreement will not be subordinate to, and ilall respects at least rank PARI PASSU with,dla@ms of every other senior unsecured
creditor of the Lessee, and (b) any Indebtedndssrdinated in any manner to the claims of any otlesior unsecured creditor of the Lessee
will be subordinated in like manner to such clamh&essor and the Participants.

(k) SECURITY DOCUMENTS. In order to secure the payiof Rent and the other obligations of Lessex=Pthirent and Lessee will pledge
as collateral to the Lessor, as collateral agbetcapital stock in each of the following Subsidigof the Parent: Williams Advanced
Materials Inc., a New York corporation, CircuitsoPessing Technologies, Inc., a California corporgtirechnical Materials, Inc., an Ohio
corporation, and Brush International, Inc., an Gdogooration. In connection with the foregoing &tptedges, the Parent and Lessee will
deliver for possession by the Lessor, as collatageht, the stock certificate(s) representing 100%e capital stock of, or other equity or
ownership interest in, such Subsidiaries and exeand deliver to the Lessor, as collateral agbhetPiedge Agreement in the form attache
the Credit Agreement as in effect on the Effecihage as Exhibit F. The Parent and Lessee will pledge as collateral to the Lessor, as
collateral agent, the capital stock of any exisimnestic Subsidiary that becomes a Material Sidosicfter the date of this Agreement and
of any Domestic Subsidiary created or acquirechieyRarent or Lessee or any Domestic Subsidiary thkedate of this Agreement. The
above-described pledges of capital stock shalltgoatihe Lessor, as collateral agent, a first jisigrerfected lien on 100% of the capital stock
of each such Domestic Subsidiary that is owneddsske or the Parent or any Domestic Subsidiaritareof them, as the case may be.

() CHANGES IN BUSINESS. None of the Parent, Lesard any of the Subsidiaries will engage in anyirmss if, as a result, the general
nature of the business which would then be engagby that person would be substantially changethfthe general nature of the business
engaged in by the Parent, Lessee or any Subsidiatlye Effective Date.

(m) CONSOLIDATION, MERGER, ACQUISITIONS, ASSET SAIE ETC. None of the Parent, Lessee or any of thsiSiaries will (1)
wind up, liquidate or dissolve its affairs, (2) eninto any transaction of merger or consolidation,

(3) make or otherwise effect any Acquisition, ()l 8r otherwise dispose of any of their propentyassets outside the ordinary course of
business, or otherwise make or otherwise effectAmset Sale, or (5) agree to do any of the foreggairany future time, EXCEPT that the
following shall be permitted:

(2) CERTAIN INTERCOMPANY MERGERS, ETC. If no Defawr Potential Default shall have occurred andd&iouing or would result
therefrom,

(i) the merger, consolidation or amalgamation of Snbsidiary of Lessee or Parent (other than Léssitle or into Lessee or the Parent,
PROVIDED Lessee or the Parent is the survivingamtiouing or resulting corporation;

(il) the Reorganization; or the merger, consoliolatbr amalgamation of any Subsidiary of the Pafethier than Lessee) or any Subsidiary of
Lessee that is not a Pledged Company with or intiteer Subsidiary of the Parent (other than Lesseahother Subsidiary of Lessee,
PROVIDED that the surviving or continuing or resudt corporation is a Wholly-Owned Subsidiary ttaiDomestic Subsidiary directly
owned by the Parent or Lessee or a Pledged Conthahis a Wholly-Owned Subsidiary of the Parentessee;
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(iii) the liquidation, winding up or dissolution a@hy Subsidiary of the Parent (other than Lesseahy Subsidiary of Lessee, other than a
Material Subsidiary;

(iv) the transfer or other disposition of any prdpdy any Subsidiary of the Parent or Lessee,rdthen Lessee or a Pledged Company, to the
Parent or Lessee or to any Wholly-Owned Subsidi@gctly owned by the Parent or Lessee;

(v) the merger, consolidation or amalgamation gf Bledged Company with or into another Pledged Gowipand
(vi) the transfer or other disposition of any prapdy any Pledged Company to the Parent or Less&zanother Pledged Company.

(b) ACQUISITIONS. If no Default or Potential Defaughall have occurred and be continuing or wousditetherefrom, the Parent or Lessee
or any Subsidiary may make any Acquisition tha Rermitted Acquisition, PROVIDED that all of thenclitions contained in the definition
of the term Permitted Acquisition are satisfied.

(c) PERMITTED DISPOSITIONS. If no Default or PotattDefault shall have occurred and be continuingvould result therefrom, the
Parent or Lessee or any of the Subsidiaries magmwith respect to the Equipment, (i) sell anyperty, land or building (including any
related receivables or other intangible assetapyoperson, or (ii) sell the entire capital stookdther equity interests) and Indebtedness of
any Subsidiary, other than Lessee or a Materiabididry, owned by the Parent or Lessee or any @hesidiary, other than Lessee or a
Material Subsidiary, to any person, or (iii) peraity Subsidiary, other than Lessee or a Materibsiiary, to be merged or consolidated \

a person which is not an Affiliate of the Parent.essee, or (iv) consummate any other Asset Saleayperson who is not a Subsidiary of the
Parent or Lessee; PROVIDED that:

(A) the consideration for such transaction (1)

represents fair value (as determined by manageofiémssee), and at least 80% of such considerabosists of cash, and

(2) does not exceed, when aggregated with the dersion of any other transaction or transactidrtb@ Parent, Lessee or any Subsidiary
during the then current fiscal year permitted urtber Paragraph (m)(c), $10,000,000,

(B) in the case of any such transaction involvingsideration equal to or in excess of $1,000,00&eaet five Business Days prior to the date
of completion of such transaction Lessee shall lueligered to the Lessor an officer's certificateaited on behalf of Lessee by Principal
Officers of Lessee, which certificate shall contain

(1) a description of the proposed transactionddte such transaction is scheduled to be consurdirtagestimated purchase price or other
consideration for such transaction,

(2) a certification that no Default or PotentialfBxat has occurred and is continuing, or would Hefsam consummation of such transaction,
and (3) which shall (if requested by Lessor) ineladcertified copy of the draft or definitive docaimation pertaining thereto; and

(C) contemporaneously with the completion of suehgaction the Parent and Lessee prepay theiradiolics under the Credit Agreement as
and to the extent required by section 5.2 theraud;

10



PROVIDED, FURTHER, that sales or other dispositiohgwventory in the ordinary course of businessfoobsolete or worn out equipment
or fixtures (other than the Equipment) in the oagljncourse of business may be effected without ¢iamge with the above provisions and
amount of any such sales or other dispositiond beaéxcluded from any computations under this gah (m)(c).

(d) LEASES. The Parent, Lessee and the Subsidiarégsenter into leases of property or assets nuttitating Acquisitions, PROVIDED
such leases are not otherwise in violation or cealase a violation of Paragraph (u) below or afgioprovision of this Agreement.

(e) CAPITAL EXPENDITURES: The Parent, Lessee aralSlubsidiaries shall be permitted to make Cons@lii€apital Expenditures,
PROVIDED that (A) expenses for mining property,ntland equipment shall not exceed $25,000,000 guanity consecutive thirty-six (36)
month period, and (B) Consolidated Capital Expands, excluding expenses for mining property, ptargquipment, do not during any fis
year of the Parent exceed the amount specifiedbr

FISCAL YEAR ENDING AMOUNT

December 31, 2000 $35,00 0,000
December 31, 2001 $40,00 0,000
December 31, 2002 $45,00 0,000
December 31, 2003 and each fiscal $50,00 0,000

year thereafter

() PERMITTED INVESTMENTS. The Parent, Lessee almel Subsidiaries shall be permitted to make thesimrents permitted pursuant to
Paragraph (p) below.

(n) LIENS. None of the Parent, Lessee or the Sidrsés will create, incur, assume or suffer to eaisy Lien upon or with respect to any of
its property or assets of any kind (real or perkdaagible or intangible) whether now owned ordadter acquired, or sell any such property
or assets subject to an understanding or agreenwriingent or otherwise, to repurchase such ptgperassets (including consignment
arrangements and including sales of accounts ralleivor notes with or without recourse to the Palegssee or any of the Subsidiaries, ¢
than for purposes of collection of delinquent acisun the ordinary course of business) or assignright to receive income, or file or perr
the filing of any financing statement under the U@Gny other similar notice of Lien under any $amrecording or notice statute, EXCEPT
that (i) the foregoing restrictions and the follogiexceptions in this paragraph shall not appyh&Equipment, which is subject to the
restrictions set forth in Section V(c), and (iigtforegoing restrictions shall not apply to:

(2) STANDARD PERMITTED LIENS: the Standard Perniitieiens and Liens granted to the Lessor on betidfeoParticipants;

(b) EXISTING LIENS, ETC.: Liens (i) in existence time Effective Date which are listed, and the Irtddhess secured thereby and the
property subject thereto on the Effective
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Date described, in Annex IV to the Credit Agreenmmthe Effective Date, or (ii) arising out of thefinancing, extension, renewal or
refunding of any Indebtedness secured by any sierts| PROVIDED that the principal amount of suctidbtedness is not increased and
such Indebtedness is not secured by any additassats;

(c) PURCHASE MONEY LIENS: Liens which are placeduixed or capital assets, acquired, constructathproved by the Parent or
Lessee or any Subsidiary, PROVIDED that (A) suatnkisecure Indebtedness permitted by Paragramh (@low, (B) such Liens and the
Indebtedness secured thereby are incurred priortathin 30 days after such acquisition or the ptetion of such construction or
improvement, (C) the Indebtedness secured thereby ot exceed 100% of the cost of acquiring, coasihg or improving such fixed or
capital assets; and (D) such Liens shall not afphny other property or assets of the Parent,deess any Subsidiary;

(d) INVENTORY CONSIGNMENTS: Liens granted in contiea with:
(i) any Permitted Precious Metal Consignments; @hthe Permitted Master Copper Lease Agreemeartd;

(e) SALE OR DISCOUNT OF CERTAIN FOREIGN RECEIVABLESales, without recourse, by any foreign Subsielaof Brush
International, Inc., conducted in the ordinary sauof its business of its accounts receivable,igealthat such sales are consistent with the
customary practices of the applicable country &ad $uch sales do not exceed an amount greate$5@00,000 in the aggregate at any
given time.

(o) INDEBTEDNESS. None of the Parent, Lessee ord@rtile Subsidiaries will contract, create, in@agsume or suffer to exist any
Indebtedness of the Parent, Lessee or any of thei@aries, EXCEPT:

(a) LEASE DOCUMENTS: Indebtedness incurred under Agreement, the Credit Agreement and the othasedocuments;

(b) EXISTING INDEBTEDNESS: Existing Indebtednesagaany refinancing, extension, renewal or refundihgny such Existing
Indebtedness not involving an increase in the pai@amount thereof and, if involving a maturitytel@rior to the Maturity Date or shorteni
the maturity date to a date prior to the Maturigt® not involving a reduction of more than 10%hie remaining weighted average life to
maturity thereof (computed in accordance with staddinancial practice);

(c) CERTAIN PRIORITY DEBT: to the extent not pertaid by the foregoing clauses,

() Indebtedness consisting of Capital Lease Olitiga of the Parent, Lessee and the Subsidiaries,

(i) Indebtedness consisting of obligations undgmtBetic Leases of the Parent or Lessee and ansicdaty,

(iii) Indebtedness of the Parent, Lessee and thsi8iaries secured by a Lien referred to in Parzty(a)(c) above,
(iv) Indebtedness of Foreign Subsidiaries, and
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(v) any refinancing, extension, renewal or refugdifi any such Indebtedness not involving an inaéaghe principal amount thereof or a
reduction of more than 10% in the remaining weidhdeerage life to maturity thereof (computed incadance with standard financial
practice),

PROVIDED that (A) at the time of any incurrencertred after the date hereof, and after giving efteeteto, the Parent and Lessee would be
in compliance with Paragraph (m)(e) above and 8ectiXIll, and no Potential Default under Section&)(i) or Default shall have occurred
and be continuing or would result therefrom; anit{i2 aggregate outstanding principal amount (uSiagitalized Lease Obligations in lieu

of principal amount, in the case of any Capitaldegaand using the present value, based on theciiripterest rate, in lieu of principal

amount, in the case of any Synthetic Lease) offitetiness permitted by this clause (c), shall noted with respect to the Parent, Lessee
the Subsidiaries on a consolidated basis, $10,000,0

(d) INTERCOMPANY DEBT: unsecured Indebtedness of ahthe Subsidiaries to the Parent or Lessee arwholly-Owned Subsidiary of
the Parent or Lessee;

(e) HEDGE AGREEMENTS: Indebtedness of the Pareesske and the Subsidiaries under Hedge Agreenmantsomply with Paragraph (i)
above;

() GUARANTY OBLIGATIONS: any Guaranty Obligationgermitted by Paragraph (p) below;

(g) CONSIGNMENT OBLIGATIONS: obligations of Lessaad Subsidiaries of the Parent in respect of PexdhRrecious Metal
Consignments or Permitted Master Copper Lease Atgats;

(h) TAKE OR PAY CONTRACT IN KAZAKHSTAN: Indebtednasincurred by Lessee in connection with a takeagrgrrangement for
beryllium mined in Kazakhstan pursuant to the Sale Purchase Agreement, dated as of December 23, 4éhong Lessee, Kazatomprom,
Ulba Metallurgical Plant, and NUKEM, Inc., as ameddy an amendment that Lessee expects to enteafiet the Closing Date, provided
that such amendment and any related documentppreved by the Lessor, which approval will not Imeaasonably withheld, and that any
Indebtedness arising in connection therewith, detezd in U.S. Dollars, does not in the aggregateed $9,000,000 during any twelve
month period;

(i) MEDIUM TERM NOTES: Indebtedness incurred by kes under any Medium-Term Notes issued pursuahettssuing and Paying
Agency Agreement, dated as of February 1, 199@vdsat Lessee and Morgan Guaranty Trust Company wf ¥k or its successor in
interest, as amended or modified from time to tinwg,in excess of $10,000,000 aggregate principaiumt outstanding at any time without
the prior written consent of the Lessor, PROVIDHERttat the time of incurrence thereof, and afteingi effect thereto, (i) Lessee would b
compliance with Section XXIII; and (ii) no Poterit@default under

Section Xl(a)(i) or Default shall have occurred dredcontinuing or would result therefrom; and

(j) ADDITIONAL UNSECURED DEBT OF THE PARENT AND LESEE:

additional unsecured Indebtedness of the Parentesgke, not in excess of $5,000,000 aggregateipairamount outstanding at any time,
PROVIDED that at the time of incurrence thereof] after giving effect thereto, (i) the Parent arm$see would be in compliance with
Section XXIII; and (ii) no Potential Default und8ection Xl(a)(i) or Default shall have occurred ddcontinuing or would result therefrom.
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(p) ADVANCES, INVESTMENTS, LOANS AND GUARANTY OBLIRTIONS. None of the Parent, Lessee or any of thesiliaries will
(1) lend money or credit or make advances to angope (2) purchase or acquire any stock, obligatmmnsecurities of, or any other interes
or make any capital contribution to, or other irtweent in, any person, (3) create, acquire or hojdSubsidiary, (4) be or become a party to
any joint venture, member of a limited liabilityrapany or partner of a partnership, or (5) be oobezobligated under any Guaranty
Obligations (other than those created in favohefRarticipants pursuant to the Lease DocumenxyHPT:

(a) the Parent, Lessee or any of the Subsidiar@sinvest in cash and Cash Equivalents;

(b) any endorsement of a check or other mediunagfent for deposit or collection, or any similartsaction in the normal course of
business;

(c) the Parent, Lessee and the Subsidiaries mayracnd hold receivables owing to them in thermady course of business and payable or
dischargeable in accordance with customary trauestéincluding receivables evidenced by a promissote executed after the account
debtor in question fails to make payments whenaukincluding the acceptance of notes by Brush M&il (Japan) Ltd. in respect of its
receivables in the normal course of its businesiscamsistent with its past practice );

(d) loans and advances to employees for businésteddravel expenses, moving expenses, costplaioment homes, business machines or
supplies, automobiles and other similar expensesach case incurred in the ordinary course oflegsi and consistent with past practice;

(e) the existing loans, advances, investments antagtees described in Annex V to the Credit Agesgron the Effective Date;
(f) investments of the Parent, Lessee and the Bialpisis in Hedge Agreements that comply with Paplgr(i) above;

(9) existing investments in any Subsidiaries shalpermitted, and the creation and holding of armpoly-Owned Subsidiary and any
additional investments in any current or future \r@wned Subsidiary, so long as the Parent andgéesomply with Paragraph (k) above
in connection with the creation of any Wholly-Owrigdmestic Subsidiary;

(h) intercompany loans and advances permitted bggPaph
(0)(d) above;

(i) the Acquisitions permitted by Paragraph (m)ah@nd loans, advances and investments of angmerkich are outstanding at the time
such person becomes a Subsidiary of the Parergssele as a result of an Acquisition permitted badtaph (m) above and not created in
contemplation thereof, but not any increase inatimeunt thereof;

() any unsecured Guaranty Obligation incurredh®y Parent, Lessee or any Subsidiary with respggt tedebtedness of a Wholly-Owned
Subsidiary of the Parent or Lessee which is peedhitthder Paragraph (o) above without restricticonupe ability of the Parent, Lessee or
any Subsidiary to guarantee the same, or (ii) athégations of a Wholly-Owned Subsidiary of theéta or Lessee which are not prohibited
by this Agreement;
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(k) any other loans, advances, investments (whéthi#e form of cash or contribution of propertypdaf in the form of a contribution of
property, such property shall be valued for purpadfehis clause at the fair value thereof as nealsly determined by the Parent or Lesse¢
or to any corporation, partnership, limited liafyilcompany, joint venture or other business entitt,otherwise permitted by the foregoing
clauses, made after the date hereof (such loamanads and investments, collectively, "BASKET INVEBBENTS"), PROVIDED that (i) at
the time of making any such Basket Investment nfalieor Potential Default shall have occurred aedcontinuing, or would result
therefrom, and (ii) the maximum cumulative amouinBasket Investments which are so made and outistgarad any time, taking into accot
the repayment of any loans or advances comprigioly Basket Investments, shall not, when taken bagetith the aggregate amount of all
Guaranty Obligations of the Parent, Lessee an&tixsidiaries in respect of Indebtedness of perstres than Whollyowned Subsidiaries
the Parent or Lessee which are then outstandiras dot exceed $10,000,000 with respect to the Paressee and the Subsidiaries on a
consolidated basis; and

() the Permitted Precious Metal Consignments &iedPtermitted Master Copper Lease Agreements.

(q) DIVIDENDS, STOCK REPURCHASES, ETC. (a) The Ruareill not directly or indirectly declare, ordgray or make any dividend
(other than dividends payable solely in capitatktof the Parent) or other distribution on or ispect of any capital stock of any class of the
Parent, whether by reduction of capital or otheewisSXCEPT that the Parent may make cash dividepoheats in respect of its capital stock
if (i) no Potential Default under Section Xl(a)@) Default shall have occurred and be continuintgpatime of declaration or payment there
and (ii) after giving effect thereto the Parent &edsee will be in compliance, on a PRO FORMA hasith Section XXIII.

(b) The Parent and Lessee will not directly oriiadily make, or permit any of the Subsidiariesiteatly or indirectly make, any purchase,
redemption, retirement or other acquisition ofgry of their capital stock of any class (other tf@ra consideration consisting solely of
capital stock of that person), or (y) any warraritfts or options to acquire or any securitiesvertible into or exchangeable for any of their
capital stock, EXCEPT that the Parent and Lessgemake cash payments for such purposes so lorfgeandneys used for such purposes
are not proceeds of any loans under the Creditéxgeait and if (i) no Potential Default under Sectd¢a)(i) or Default shall have occurred
and be continuing at the time of payment; (ii) affiving effect thereto the Parent and Lesseelwlin compliance, on a PRO FORMA basis,
with Section XXIII; and (iii) at the time of makingny such cash payment and after giving effecetbethe cumulative aggregate amount so
expended for such purposes subsequent to the iZéfdaate does not exceed $10,000,000.

() PREPAYMENTS AND REFINANCINGS OF OTHER DEBT, ET@Glone of the Parent, Lessee or any of the SulvsEdiwill make (or
give any notice in respect thereof) any voluntarggtional payment or prepayment or redemptionoguésition for value of (including,
without limitation, by way of depositing with theustee with respect thereto money or securitiesrbefue for the purpose of paying when
due) or exchange of, or refinance or refund, adgltedness of any of the Parent, Lessee or thedsiess having an outstanding principal
balance (or Capitalized Lease Obligation, in theeaaf a Capital Lease, or present value, basedeoimiplicit interest rate, in the case of any
Synthetic Lease) (other than the obligations utigisrAgreement and intercompany loans and advaaoesg the Parent, Lessee and the
Subsidiaries permitted by Paragraph (0)(d) abd?BQVIDED that the Parent or Lessee or any Subgidiay refinance or refund any such
Indebtedness not involving an increase in the pai@amount thereof and, if involving a maturitytel@rior to the Maturity Date or shorteni
the maturity date to a date prior to the Maturigt® the aggregate principal amount thereof (oit&lagged Lease
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Obligation, in the case of a Capital Lease, orgméesalue, based on the implicit interest ratéhecase of any Synthetic Lease) is not
increased and the weighted average life to matthiéyeof (computed in accordance with standarchfire practice) is not reduced by more
than 10%.

(s) TRANSACTIONS WITH AFFILIATES. None of the Partghessee and any Subsidiary that is a Pledged @oynyill enter into any
transaction or series of transactions with anyliat& (other than, in the case of the Parent oskeslLessee or the Parent or any Wholly-
Owned Subsidiary that is a Pledged Company, atitkirase of a Subsidiary that is a Pledged CompheayRarent, Lessee or another
Wholly-Owned Subsidiary that is a Pledged Compantlger than pursuant to the reasonable requirenoétite® Parent's, Lessee's or such
Subsidiary's business and upon fair and reasotetoies no less favorable to the Parent, Lesseecbr Subsidiary than would be obtained in a
comparable arm's-length transaction with a per¢bardhan an Affiliate, EXCEPT for the transactiatescribed in Annex VII to the Credit
Agreement on the Effective Date. No Subsidiary thaiot a Pledged Company will enter into any teatisn or series of transactions with
any Affiliate (other than the Parent, Lessee ortally-Owned Subsidiary) other than pursuant tortfesonable requirements of such
Subsidiary's business and upon fair and reasomatoies no less favorable to such Subsidiary tharidvioe obtained in a comparable arm's-
length transaction with a person other than anliafé, EXCEPT for the transactions described in énk1l to the Credit Agreement on the
Effective Date.

(t) PLAN TERMINATIONS, MINIMUM FUNDING, ETC. None bthe Parent, Lessee or any ERISA Affiliate wi)l t@rminate any Plan or
Plans so as to result in liability of the Parerdgséee or any ERISA Affiliate to the PBGC in exoafssn the aggregate, the amount which is
equal to $5,000,000 as of the date of the then measit financial statements furnished to Lessdrtha Participants pursuant to the
provisions of this Agreement, (ii) permit to existe or more events or conditions which reasonatgdgent a material risk of the termination
by the PBGC of any Plan or Plans with respect tlthe Parent, Lessee or any ERISA Affiliate wquitdthe event of such termination,
incur liability to the PBGC in excess of such amioarthe aggregate, or (iii) fail to comply in amaterial respect with the minimum funding
standards of ERISA and the Code with respect toRdan.

(u) CERTAIN LEASES. None of the Parent, Lesseeryr@f the Subsidiaries will permit the aggregatgrpents (excluding any property
taxes, insurance or maintenance obligations paithé@yarent, Lessee and the Subsidiaries as adlitient or lease payments) by the Parent,
Lessee and the Subsidiaries on a consolidated lnages agreements to rent or lease any real oopargroperty for a period exceeding 12
months (including any renewal or similar optionipds) (other than any leases constituting Capiéades, Synthetic Leases or, subject to
Paragraph (s) above, leases between the Parehtasée, between Subsidiaries or between the Raréessee and a Subsidiary), to exceed
in any fiscal year of the Parent an amount graatar 3.50% of the Consolidated Net Worth of theeRband Lessee as of the date of the
financial statements then most recently furnisieldessor and the Participants under Section 1\V)(b)(i

(v) LIMITATION ON CERTAIN RESTRICTIVE AGREEMENTS. Nne of the Parent, Lessee or any of the Subsidiaiédirectly or
indirectly, enter into, incur or permit to existlmecome effective, any "negative pledge" covenaotioer agreement, restriction or
arrangement that prohibits, restricts or imposgscamdition upon (a) the ability of the Parent @skee or any Subsidiary to create, incur or
suffer to exist any Lien upon any of its propertyassets as security for Indebtedness, or (b)litigyeof the Parent or Lessee or any
Subsidiary to pay dividends or make any other ithigtions on its capital stock or any other intex@sparticipation in its profits owned by the
Parent or Lessee or any Subsidiary of the Pareln¢ssee, or pay any Indebtedness owed to the Rarréstsee or a Subsidiary of the Parent
or Lessee, or to make loans or advances to thexPareessee or any other Subsidiaries, or traresfgrof its property or assets to the Parent
or Lessee or any other Subsidiaries, EXCEPT foh sastrictions existing under or by reason of iplicable law,

(i) this Agreement and the other Lease
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Documents and the Credit Agreement, (iii) custonpanyisions restricting subletting or assignmenainy lease governing a leasehold
interest, (iv) customary provisions restrictingigement of any licensing agreement entered inthénordinary course of business, (v)
customary provisions restricting the transfer atfar encumbering of assets subject to Liens perchitnder Paragraphs (n)(b), (n)(c) or (n)
(d) above, (vi) customary restrictions affectindyom Subsidiary of the Parent or Lessee under gngeanent or instrument governing any of
the Indebtedness of a Subsidiary permitted purgiwaaragraph (o) above, excluding any restriatiomlividends or distributions to its
stockholders (vii) restrictions affecting any FgmeiSubsidiary of the Parent or Lessee under argeaggnt or instrument governing any
Indebtedness of such Foreign Subsidiary permittedyant to Paragraph (o) above, and customaryatéstis contained in "comfort"” letters
and guarantees of any such Indebtedness, excladingestriction on dividends or distributions t® stockholders (viii) any document relat
to Indebtedness secured by a Lien permitted bygPapa (n) above, insofar as the provisions thdisof grants of junior liens on the assets
securing such Indebtedness, and (ix) any operétage or Capital Lease, insofar as the provisioasebf limit grants of a security interest in,
or other assignments of, the related leaseholdeist¢o any other person.

1.08 Section XXV of the Lease Agreement shall berahed as follows:

(A) The following definitions shall be deleted: "Amdment Effective Date"; "Accumulated Funding Dieficy"; "Contingent Obligation”;
"EBIT"; "EBITDA"; "Eligible Investments"; "Fundedndebtedness" "Indebtedness for Borrowed Money"t INeome"; "Pension Plan";
"Required Multiplier"; "Standard & Poor's"; and 'figible Net Worth".

(B) The following definitions shall be amended Blating the same and inserting the following i libereof the following definitions:

COMPANY refers to Lessee or to the Parent, as éise may be, and their Subsidiaries and COMPANIESs¢0 the Parent, Lessee and the
Subsidiaries;

CREDIT AGREEMENT means the Credit Agreement, datedf June 30, 2000, among Lessee, Parent, Lésstsrecapacity as
Administrative Agent and as swing line lender, #mallending institutions party thereto, as the samag be amended, modified, restated or
supplemented from time to time;

ENVIRONMENTAL LAW shall mean any applicable Federstiate, foreign or local statute, law, rule, region, ordinance, code, binding ¢
enforceable guideline, binding and enforceabletemipolicy and rule of common law now or hereaiftegffect and in each case as amended,
and any binding and enforceable judicial or adniats/e interpretation thereof, including any judicor administrative order, consent, dec

or judgment issued to or rendered against the Bdressee or any of the Subsidiaries relating éoethivironment, employee health and safety
or Hazardous Materials, including, without limitati CERCLA; RCRA, the Federal Water Pollution Coh#ct, 33 U.S.C.ss.2601 ET SEQ.;
the Clean Air Act, 42 U.S.C.ss.7401 ET SEQ.; thie 8ainking Water Act, 42 U.S.C.ss.3803 ET SEQe @il Pollution Act of 1990, 33
U.S.C.ss.2701 ET SEQ.; the Emergency Planningf@ommunity Right-to-Know Act of 1986, 42 U.S.C14901 ET SEQ., the
Hazardous Material Transportation Act, 49 U.S.Q@&31 ET SEQ. and the Occupational Safety and Héaith29 U.S.C.ss.651 ET SEQ. (to
the extent it regulates occupational exposure twakthbous Materials); and any state and local olidareounterparts or equivalents, in each
case as amended from time to time (all terms penigito Environmental Laws not defined in this Agmeent shall have the meanings ascr
thereto in the respective Environmental Laws);
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ERISA shall mean the Employee Retirement Incomei®gdAct of 1974, as amended from time to timed dme regulations promulgated and
rulings issued thereunder. Section references iI&E&Rre to ERISA, as in effect at the Effective ®anhd any subsequent provisions of
ERISA, amendatory thereof, supplemental theresubstituted therefor.

GAAP shall mean generally accepted accounting jplies in the United States of America as in effemin time to time; it being understood
and agreed that determinations in accordance WAtARfor purposes of Sections XXIII and XXV, inclindy defined terms as used therein,
are subject (to the extent provided therein) toftflewing: except as otherwise specifically prositherein, all terms of an accounting or
financial nature shall be construed in accordanitie @AAP, as in effect from time to time; PROVIDEDBat, if Lessee notifies Lessor that
Lessee requests an amendment to any provisionctib8eXXIII or XXIV hereof to eliminate the effeaif any change occurring after the
Effective Date in GAAP or in the application theffém such provision (or if Lessor notifies LesshattLessor requests an amendment to any
such provision hereof for such purposes), regasddésvhether any such naotice is given before @raftich change in GAAP or in the
application thereof, then such provision shalliteripreted on the basis of GAAP as in effect amlieg immediately before such change
shall have become effective until such notice dhalle been withdrawn or such provision amendeddoralance with the requirements of -
Agreement;

GUARANTY means the Guaranty Agreement, dated adaf 16, 2000, by the Parent in favor of Lessothassame may be amended,
restated, modified or supplemented from time taetim

MAXIMUM ACQUISITION Cost means with respect to tlaggregate Acquisition Cost of the Equipment undlesfahe Schedules,
$55,500,000;

PARENT means Brush Engineered Materials Inc., aio ©@brporation and its successors and assigns;

PORT AUTHORITY BONDS means the Toledo-Lucas Coupyt Authority Taxable Project Development ReveBoeds, Series 1996
(Brush Wellman Inc. Project) in the principal ambah$13,100,000, and the Toledo-Lucas County Rathority Taxable Project
Development Revenue Bonds, Series 1997 (Brush Vdallmc. Project) in the principal amount of $2, DB, both of which were issued,
sold and delivered by the Toledo-Lucas County Rathority to The Prudential Insurance Company ofekita,;

PORT AUTHORITY LEASE means the Lease, dated asaibker 1, 1996, between the Toledo-Lucas County Rathority, as lessor, and
Lessee, as lessee, as amended by the First Suppétinease, dated as of April 1, 1997, betweenadvali City Bank, as trustee, as lessor (as
assignee of all of the lessor's rights from thestlotLucas County Port Authority), relating to certaeal and personal property located at
14710 West Portage River S. Road, Harris Towngbipo 43416;

REPORTABLE EVENT shall mean an event describeceatisn 4043 of ERISA or the regulations thereundi¢n respect to a Plan, other
than those events as to which the notice requiremeraived under the PBGC Regulations;

SUBSIDIARY of any person shall mean and includefiy corporation more than 50% of whose stock gfdass or classes having by the
terms thereof ordinary voting power to elect a mgjaf the directors of such corporation (irresipee of whether or not at the time stock of
any class or classes of such corporation shall baweight have voting power by reason of the
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happening of any contingency) is at the time owlngduch person directly or indirectly through Sdieiies and (ii) any partnership,
association, joint venture or other entity in whitkch person directly or indirectly through Subssigis, has more than a 50% equity intere
the time. Unless otherwise expressly providediedirences herein to "Subsidiary” shall mean a ifigrg of the Parent and/or Lessee;

SYNTHETIC LEASE shall mean any lease (i) whichés@unted for by the lessee as an Operating Leaddjipunder which the lessee is
intended to be the "owner" of the leased propemtyrederal income tax purposes, including, witHoitation, this Agreement;"

(C) The following definitions shall be insertedgroper alphabetical order:

ACQUISITION shall mean and include (i) any acquasiton a going concern basis (whether by purcHaase or otherwise) of any facility
and/or business operated by any person who is 8abaidiary of the Parent or Lessee, and (ii) asitjomns of a majority of the outstanding
equity or other similar interests in any such per@ghether by merger, stock purchase or otherwise).

AFFILIATE shall mean, with respect to any persamy ather person directly or indirectly controllingpntrolled by, or under direct or indire
common control with such person. A person shalléemed to control a second person if such firggrepossesses, directly or indirectly,
power (i) to vote 10% or more of the securitiesihgwrdinary voting power for the election of dites or managers of such second persc
(i) to direct or cause the direction of the marmagat and policies of such second person, whetheudn the ownership of voting securities,
by contract or otherwise. Notwithstanding the faieg, (x) a director, officer or employee of a parshall not, solely by reason of such
status, be considered an Affiliate of such persma (y) neither Lessor nor any Participant shaflrig event be considered an Affiliate of the
Parent, Lessee or any of the Subsidiaries.

ASSET SALE shall mean the sale, transfer or otisgrasition (including by means of Sale and LeasekBaansactions, and by means of
mergers, consolidations, and liquidations of a coapon, partnership or limited liability companf/the interests therein of the Parent, Lessee
or any Subsidiary) by the Parent, Lessee or angiBialy to any person of any of their respectiveets but excluding the sale, transfer or
other disposition of the Equipment.

AUTHORIZED OFFICER shall mean any officer or empeyof Lessee designated as such in writing to lrdgsbessee.

CAPITAL LEASE as applied to any person shall meay l@ase of any property (whether real, personatiged) by that person as lessee
which, in conformity with GAAP, is accounted for azapital lease on the balance sheet of that perso

CAPITALIZED LEASE OBLIGATIONS shall mean all obligans under Capital Leases of the Parent, Lessaayof the Subsidiaries in
each case taken at the amount thereof accountes f@bilities identified as "capital lease obtigas"” (or any similar words) on a
consolidated balance sheet of the Parent, LessktharSubsidiaries prepared in accordance with GAAP

CASH EQUIVALENTS shall mean any of the following:

(i) securities issued or directly and fully guaesed or insured by the United States of Americangragency or instrumentality thereof
(PROVIDED that the full faith and credit of the Wad States of America is pledged in support thgrea¥ing maturities of not more than one
year from the date of acquisitia
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(i) U.S. dollar denominated time deposits, cestifes of deposit and bankers' acceptances of ggoc@r any Participant or

(y) any bank whose short-term commercial papengdtiom S&P is at least A-1 or the equivalent tioéi@ from Moody's is at least P-1 or
the equivalent thereof (any such bank, an "APPROBADIK"), in each case with maturities of not moham 180 days from the date of
acquisition;

(iif) commercial paper issued by Lessor or any iBigdnt or Approved Bank or by the parent compahlyessor or any Participant or
Approved Bank maturing within 270 days of the datacquisition, commercial paper issued by, or gntged by, any industrial or financial
company, having a short-term commercial papergatirat least A-1 or the equivalent thereof by S&Rt least P-1 or the equivalent thereof
by Moody's, or guaranteed by any industrial compaitly a long term unsecured debt rating of at Idast A2, or the equivalent of each
thereof, from S&P or Moody's, as the case may beé,meach case maturing within 270 days aftedtite of acquisition;

(iv) investments in money market funds or mutualdsl substantially all the assets of which are cisagrof securities of the types described
in clauses (i) through (iii) above and (v) belowga

(v) obligations issued or guaranteed by any stafmlitical subdivision thereof and rated at least or the equivalent thereof by S&P or at
least P-1 or the equivalent thereof by Moody'sgiéd as short-term obligations) or with a longrtemsecured debt rating of at least A or A2,
or the equivalent of each thereof, from S&P or Mgsgdas the case may (if rated as long-term oliga}.

CASH PROCEEDS shall mean, with respect to any ASakd, the aggregate cash payments (including asty eceived by way of deferred
payment pursuant to a note receivable issued inegiion with such Asset Sale, other than the poriosuch deferred payment constituting
interest, but only as and when so received) reddiyethe Parent, Lessee and/or any Subsidiary fuch Asset Sale.

CERCLA shall mean the Comprehensive Environmengsipg@nse, Compensation, and Liability Act of 1980the same may be amended
from time to time, 42 U.S.C. ss. 9601 ET SEQ.

CHANGE OF CONTROL shall mean and include any offtiilowing:

() during any period of two consecutive calendeang, individuals who at the beginning of suchqmkbdonstituted the Parent's Board of
Directors (together with any new directors (x) wh@section by the Parent's Board of Directors wagy) whose nomination for election by
the Parent's shareholders was (prior to the datgegbroxy or consent solicitation relating to smcmination), approved by a vote of at least
two-thirds of the directors then still in office wieither were directors at the beginning of suaiopeor whose election or nomination for
election was previously so approved), shall ceasariy reason to constitute a majority of the dizescthen in office;

(i) any person other than the Parent shall owfhe issued and outstanding capital stock oskesor any person or group (as such term is
defined in section 13(d)(3) of the 1934 Act), otllean the Parent, Lessee, any trustee or othezifiduholding securities under an employee
benefit plan of the Parent, or any members of theght Holder Group, shall acquire, directly orinedtly, beneficial ownership (within the
meaning of Rule 13d-3 and 13d-5
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of the 1934 Act) of more than 20%, on a fully dddtbasis, of the economic or voting interest inRheent's capital stock;

(iii) the shareholders of the Parent or Lessee@pa merger or consolidation by it with any otherson, OTHER than a merger or
consolidation which would result in the voting settes of the Parent or Lessee, as the case mayubstanding immediately prior thereto
continuing to represent (either by remaining oundiiag or by being converted or exchanged for vosiegurities of the surviving or resulting
entity) more than 50% of the combined voting powfethe voting securities of that person or suclvising or resulting entity outstanding
after such merger or consolidation;

(iv) the shareholders of the Parent or Lessee appaglan of complete liquidation for that persomo agreement or agreements for the sale
or disposition by that person of all or substaitiall of its assets; and/or

(v) any "change in control" or any similar termdegined in any indenture, credit agreement, noteegurities purchase agreement, or other
agreement or instrument governing any Indebtednéisrespect to Indebtedness of the Parent ordeeizat has an unpaid principal amount
of $25,000 or greater;

As used in this definition, the term "CURRENT HOLRESROUP" shall mean (i) those persons, if any, ahof the Effective Date have
disclosed in filings with the SEC their benefiadainership of more than 5% of the outstanding shafrespital stock of the Parent, (ii) those
other persons who are officers and directors oPdent and Lessee at the Effective Date, (iii)sih@uses, heirs, legatees, descendants and
blood relatives to the third degree of consangyioftany such person, (iv) the executors and adsimators of the estate of any such person,
and any court appointed guardian of any such peesah(v) any trust, family partnership or similavestment entity for the benefit of any
such person referred to in the foregoing clauge§iijiand

(iii) or any other persons (including for charitatglurposes), so long as one or more members @uhent Holder Group has the exclusive or
a joint right to control the voting and dispositiohsecurities held by such trust, family partngir other investment entity;

CODE shall mean the Internal Revenue Code of 188@&mended from time to time, and the regulatioosplgated thereunder. Section
references to the Code are to the Code, as inteff¢loe Effective Date and any subsequent pravésaf the Code, amendatory thereof,
supplemental thereto or substituted therefor;

COMMODITY HEDGE AGREEMENT shall mean any commodsétyap agreement, forward commodity purchase agreefioeward
commodity option agreement or similar agreemerrangement;

CONSOLIDATED AMORTIZATION EXPENSE shall mean, fong period, all amortization expenses of the Palezgsee and the
Subsidiaries, all as determined for the Parentséesind the Subsidiaries on a consolidated baacordance with GAAP;

CONSOLIDATED CAPITAL EXPENDITURES shall mean, fonyperiod, the aggregate of all expenditures fopprty, plant or equipment
(whether paid in cash or accrued as liabilities imctuding in all events amounts expended or céipgd under Capital Leases and Synthetic
Leases but excluding any amount representing dagithinterest) by the Parent, Lessee and the 8ialbisis during that period;

CONSOLIDATED DEPLETION EXPENSE shall mean, for grgriod, all depletion expenses of the Parent, leeasd the Subsidiaries, all
as determined for the Parent, Lessee and the Satissdon a consolidated basis in accordance WA
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CONSOLIDATED DEPRECIATION EXPENSE shall mean, farygperiod, all depreciation expenses of the Patergsee and the
Subsidiaries, all as determined for the Parentséesind the Subsidiaries on a consolidated baacordance with GAAP;

CONSOLIDATED EBIT shall mean, for any period, Colidated Net Income for such period; PLUS (A) thensiwithout duplication) of the
amounts for such period included in determininghs@onsolidated Net Income of (i) Consolidated les¢Expense, (ii) Consolidated Income
Tax Expense, and (iii) extraordinary and other nexurring non-cash losses and charges; minus ({Baxinary gains on sales of assets and
other extraordinary or other non-recurring gaifisasidetermined for the Parent, Lessee and theifiabies on a consolidated basis in
accordance with GAAP;

Notwithstanding anything to the contrary contaihedein, the Consolidated EBIT for any Testing R&sgball (x) include the approprie
financial items for any person or business unitohifias been acquired by the Parent, Lessee orwdrsjdiary for any portion of such Testing
Period prior to the date of acquisition, and (y}lede the appropriate financial items for any perspbusiness unit which has been disposed
of by the Parent, Lessee or any Subsidiary, fopth&ion of such Testing Period prior to the détdisposition.

CONSOLIDATED EBITDA shall mean, for any period, Gatidated EBIT for such period; PLUS the sum (withduplication) of the
amounts for such period included in determining €didated Net Income of Consolidated Depreciatigpdhse, Consolidated Amortization
Expense and Consolidated Depletion Expense, aiktsmined for the Parent, Lessee and the Subisiglian a consolidated basis in
accordance with GAAP;

Notwithstanding anything to the contrary contaihedein, the Consolidated EBITDA for any Testingi®&ishall (x) include the appropric
financial items for any person or business unitohifias been acquired by the Parent, Lessee orudrsjdiary for any portion of such Testing
Period prior to the date of acquisition, and (y}lede the appropriate financial items for any perspbusiness unit which has been disposed
of by the Parent, Lessee or any Subsidiary, fopth&ion of such Testing Period prior to the détdisposition.

CONSOLIDATED EBITDAR shall mean, for any period, iamlidated EBITDA for such period; PLUS the sumtlwut duplication) of the
amounts for such period included in determining €bidated Net Income of Consolidated Rental Expealéas determined for the Parent,
Lessee and the Subsidiaries on a consolidated ibasisordance with GAAP;

CONSOLIDATED FIXED CHARGE COVERAGE RATIO means, fany Testing Period, the ratio of (a) Consolidd&®&ITDA for that
Testing Period to (b) the sum of

(i) Consolidated Interest Expense and Consolidatedme Tax Expense for that Testing Period, pljs¢heduled or mandatory repayments,
prepayments or redemptions during that TestingoBeaf the principal of Indebtedness (including Galfied Lease Obligations and required
reductions in committed credit facilities) withiadl maturity date more than one year after theadritiat Testing Period, plus (iii) the sum of
all payments for dividends, stock repurchases lveradtock redemptions, and other purposes desdritf@ection XXIV(q), if any, in each
case on a consolidated basis for the Parent, Lesgbthe Subsidiaries for such Testing Period; PRED that, notwithstanding anything to
the contrary contained herein, the Consolidate@dri@harge Coverage Ratio for any Testing Perioll 6)anclude the appropriate financial
items for any person or business unit which has laegquired by the Parent, Lessee or any Subsitbagny portion of such Testing Period
prior to the date of acquisition, and (y) exclude &ppropriate financial items for any person aitess unit which has been disposed of by
the Parent, Lessee or any Subsidiary, for thegrodf such Testing Period prior to the date of osfon;
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CONSOLIDATED INCOME TAX EXPENSE shall mean, for apgriod, all provisions for taxes based on theimaime of the Parent,
Lessee and the Subsidiaries (including, withouitéitron, any additions to such taxes, and any piesadnd interest with respect thereto), all
as determined for the Parent, Lessee and the Satisgdon a consolidated basis in accordance WiAIG provided, that if the aggregate net
amount of those taxes for any period in questiannggative figure, the Consolidated Income Taxeagp for the period in question shall be
treated as zero for purposes of this Agreement;

CONSOLIDATED INTEREST EXPENSE shall mean, for amyipd, total interest expense (including that whighapitalized, that which is
attributable to Capital Leases (but not to Synthkeéiases) and the ptax equivalent of dividends payable on Redeematueky of the Parer
Lessee and the Subsidiaries on a consolidated Wakisespect to all outstanding Indebtedness eRharent, Lessee and the Subsidiaries,
including, without limitation, all commissions, dsunts and other fees and charges owed with regpéatters of credit and net obligations
under Financial Hedge Agreements (except for Filditedge Agreements described in clause (ii) efdbfinition thereof), BUT
EXCLUDING, HOWEVER, any interest expense in respdd®ermitted Precious Metal Consignments, any &radion or write-off of
deferred financing costs and any charges for pmapay penalties on prepayment of Indebtedness;

CONSOLIDATED NET INCOME shall mean for any peridde net income (or loss) of the Parent, Lessedtan&ubsidiaries on a
consolidated basis for such period taken as aesaggtounting period determined in conformity witAAR;

CONSOLIDATED NET WORTH shall mean at any time fbetdetermination thereof: (i) all amounts which¢amformity with GAAP,

would be included under the caption "total stocklees' equity” (or any like caption) on a consokdhbalance sheet of the Parent, Lessee anc
the Subsidiaries as at such date (I.E., the suimeoéntries for (1) the par or stated value of camistock and preferred stock (but excluding
treasury stock and capital stock subscribed angsued), (2) paid-in capital and (3) retained egsifor deficit)), MINUS

(i) to the extent included in clause (i), all anndsiproperly attributable to minority interestsaify, in the stock or other equity of Subsidial
PROVIDED that in no event shall Consolidated Netrivanclude any amounts in respect of RedeemalalekSt

CONSOLIDATED RENTAL EXPENSE shall mean, for any ipek, total rental expense for all Synthetic Leageduding the interest portion
of all Synthetic Leases, of the Parent, Lessedlam&ubsidiaries, all as determined for the Patarssee and the Subsidiaries on a
consolidated basis.

CONSOLIDATED TANGIBLE NET WORTH shall mean at arigne for the determination thereof: (i) the Consatetl Net Worth of the
Parent, Lessee and the Subsidiaries as at sughMi&tE)S the aggregate amount of goodwill and infalgassets of the Parent, Lessee and
the Subsidiaries as at such date, as determirgctordance with GAAP;

CONSOLIDATED TOTAL ADJUSTED CAPITAL shall mean ahgtime (i) Consolidated Total Debt at such time{S (ii) Consolidated
Tangible Net Worth as of the end of the most retisnal quarter for which the Parent's and Lessamisolidated financial statements have
been furnished to Lessor and the Participants uthiiAgreement; PLUS (iii) to the extent dedudiedetermining Consolidated Net Worth
for purposes of determining Consolidated Tangibd¢ Worth, all amounts properly attributable to nrityinterests, if any, in the stock or
other equity of Subsidiaries;

CONSOLIDATED TOTAL DEBT shall mean, at any timeethum (without duplication) of the principal amoyot Capitalized Lease
Obligation, in the case of a Capital Lease, orgmesalue, based on the implicit interest ratehecase of any Synthetic Lease, or the higher
of liquidation value or stated value, in the catRedeemable Stock) of all Indebtedness of therRakessee and of the Subsidiaries,
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without duplication, all as determined on a corgsatkd basis, PROVIDED that for purposes of thisnitedn none of the following

obligations shall be considered in determining @tidated Total Debt: obligations under (i) Hedgerégments, (i) Permitted Precious Metal
Consignments, (iii) the gold-denominated loan unierLetter Agreement for Loan and Purchase of Golok entered into between Williams
Advanced Materials Inc. and The Bank of Nova Scatid any other gold-denominated loan to Lesseanyiother Subsidiary that deals in
precious metals, all of which are to be in a fohattis approved by Lessor, which approval will betunreasonably withheld, but only to the
extent that the aggregate payment obligations eé&e and any such other Subsidiaries thereundestdzxceed payments in respect of
23,781 ounces of gold, and (iv) the obligationt@$see in respect of the agreement described tio8etXIV(0)(h) to the extent that those
obligations do not exceed $6,000,000 during anyvevenonth period;

DOLLARS, U.S. DOLLARS, DOLLARS and the sign "$" éameans lawful money of the United States;

DOMESTIC SUBSIDIARY shall mean any Subsidiary orgad under the laws of the United States of Amemdecy State thereof, the
District of Columbia, or any United States poss@ssihe chief executive office and principal pla¢édusiness of which is located in, and
which conducts the majority of its business withive United States of America and its territorind possessions;

EFFECTIVE DATE shall mean the date on which thedittons set forth in Article 1l of the Consolidatdanendment No. 1 to Master Lease
Agreement and Equipment Schedules, dated as of3lyr#000, between Lessee and Lessor are satisfied,;

ENVIRONMENTAL CLAIMS shall mean any and all admitriative, regulatory or judicial actions, suits, derds, demand letters, claims,
liens, notices of noompliance or violation, investigations or procegdi relating in any way to any Environmental Lavaoy permit issue
under any such law (hereafter "CLAIMS"), includimgthout limitation, (i) any and all Claims by gavenental or regulatory authorities for
enforcement, cleanup, removal, response, remed@her actions or damages pursuant to any appdidatvironmental Law, and

(if) any and all Claims by any third party seekit@mages, contribution, indemnification, cost recgveompensation or injunctive relief
resulting from the storage, treatment or Releaseléfined in CERCLA) of any Hazardous Materialsuasing from alleged injury or threat of
injury to health, safety or the environment;

ERISA AFFILIATE shall mean each person (as defimesection 3(9) of ERISA) which together with tharént, Lessee or any Subsidiary
would be deemed to be a "single employer" (i) witthie meaning of section 414(b),(c), (m) or
(o) of the Code or (ii) as a result of the Pareh&ssee's or that Subsidiary's being or having laegeneral partner of such person;

EXISTING INDEBTEDNESS shall have the meaning pr@ddn section 7.18 of the Credit Agreement as fiectfon the Effective Date;

EXISTING INDEBTEDNESS AGREEMENTS shall have the miegy provided in section 7.18 of the Credit Agreeaires in effect on the
Effective Date;

FINANCIAL HEDGE AGREEMENT shall mean (i) any intesterate swap agreement, any interest rate capragreeany interest rate collar
agreement or other similar agreement or arrangeraadt(ii) any currency swap agreement, forwardenay purchase agreement or similar
agreement or arrangement;

FOREIGN SUBSIDIARY shall mean any Subsidiary tleabot a Domestic Subsidiary;
GENERAL PERMITTED LIENS shall mean Liens descriliedection XXIV(n);
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GUARANTY OBLIGATIONS shall mean as to any persoritbwut duplication) any obligation of such persaratanteeing any Indebtedness
("PRIMARY INDEBTEDNESS") of any other person (theRIMARY OBLIGOR") in any manner, whether directlyiadirectly, including,
without limitation, any obligation of such persavhether or not contingent, (a) to purchase any guichary Indebtedness or any property
constituting direct or indirect security therefor,

(b) to advance or supply funds (i) for the purchaspayment of any such primary Indebtedness ptqimaintain working capital or equity
capital of the primary obligor or otherwise to ntain the net worth or solvency of the primary obfig(c) to purchase property, securities or
services primarily for the purpose of assuringdher of any such primary Indebtedness of thetgihofi the primary obligor to make
payment of such primary Indebtedness, or

(d) otherwise to assure or hold harmless the owhsuch primary Indebtedness against loss in réspeccof, PROVIDED, HOWEVER, th
the term Guaranty Obligation shall not include esdments of instruments for deposit or collectiothie ordinary course of business. The
amount of any Guaranty Obligation shall be deemdiktan amount equal to the stated or determirsabtaunt of the primary Indebtednes:
respect of which such Guaranty Obligation is magéf mot stated or determinable, the maximum reabty anticipated liability in respect
thereof (assuming such person is required to parfbereunder) as determined by such person in fgothdg

HAZARDOUS MATERIALS shall mean (i) any petrochemioa petroleum products, radioactive materialseasts in any form that is or
could become friable, urea formaldehyde foam ingndatransformers or other equipment that contiétectric fluid containing levels of
polychlorinated biphenyls, and radon gas; andatiyy chemicals, materials or substances defined ia€laded in the definition of "hazardous

substances", "hazardous wastes", "hazardous miatefi@stricted hazardous materials", "extremedydrdous wastes", "restrictive hazardous

wastes", "toxic substances"”, "toxic pollutants'gritaminants" or "pollutants”, or words of similaeaming and regulatory effect, under any
applicable Environmental Law;

HEDGE AGREEMENT shall mean any Commodity Hedge &gnent and any Financial Hedge Agreement;
INDEBTEDNESS of any person shall mean without duadibn:

(i) all indebtedness of such person for borrowedeyo

(i) all bonds, notes, debentures and similar delurities of such person;

(iii) the deferred purchase price of capital assetservices which in accordance with GAAP wouldshewn on the liability side of the
balance sheet of such person;

(iv) the face amount of all letters of credit isdder the account of such person and, without a@apibn, all drafts drawn thereunder;
(v) all obligations, contingent or otherwise, oEbiperson in respect of bankers' acceptances;

(vi) all Indebtedness of a second person securezhipyien on any property owned by such first persehether or not such Indebtedness has
been assumed,;

(vii) all Capitalized Lease Obligations of such guer;
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(viii) the present value, determined on the bakih®@ implicit interest rate, of all basic rentdlligations under all Synthetic Leases of such
person;

(ix) all obligations of such person to pay a spedifpurchase price for goods or services whethaobdelivered or accepted, I.E., take-or-pay
and similar obligations;

(x) all net obligations of such person under Hedlgeesements;

(xi) the full outstanding balance of trade receleabnotes or other instruments sold with full iese (and the portion thereof subject to
potential recourse, if sold with limited recoursether than in any such case any thereof soldystdelpurposes of collection of delinquent
accounts;

(xii) the stated value, or liquidation value if higy, of all Redeemable Stock of such person; and
(xiii) all Guaranty Obligations of such person;

PROVIDED that (x) neither trade payables nor oiatilar accrued expenses, in each case arisirftgiondinary course of business, nor
obligations in respect of insurance policies ofgranance or surety bonds which themselves are uaxtagntees of Indebtedness (nor drafts,
acceptances or similar instruments evidencing &ngesnor obligations in respect of letters of credjiporting the payment of the same) that
are no more than forty-five days delinquent, sbaiistitute Indebtedness; and (y) the Indebtedrfessyoperson shall in any event include
(without duplication) the Indebtedness of any ottty (including any general partnership in whetkth person is a general partner) to the
extent such person is liable thereon as a resslici person's ownership interest in or otherioglahip with such entity, except to the extent
the terms of such Indebtedness provide expresatystich person is not liable thereon.

LEASE DOCUMENTS shall mean this Agreement, any $igcldocuments and the Schedules;
LEASE PARTY shall mean each of the Parent, Lesadeaay other person that is a party to any of thaske Documents;

LEASEHOLDS of any person means all the right, el interest of such person as lessee or licenseeand under leases or licenses of
land, improvements and/or fixtures;

MATERIAL ADVERSE EFFECT shall mean any or all oktfollowing: (i) any material adverse effect on thesiness, operations, property,
prospects, assets, liabilities or condition (firiahor otherwise) of, when used with referenceh Parent, Lessee and/or any of the
Subsidiaries, the Parent, Lessee and the Subsisliaaken as a whole, or when used with referenaey other person, such person and its
Subsidiaries, taken as a whole, as the case mdii)y material adverse effect on the abilityeaich of the Lease Parties to perform its
obligations under the Lease Documents to which d party; (iii) any material adverse effect ondhdity of the Parent, Lessee and the
Subsidiaries, taken as a whole, to pay their litddl and obligations as they mature or become du@y) any material adverse effect on the
validity, effectiveness or enforceability, as agaiany Lease Party, of any of the Lease Documenkédich it is a party;

MATERIAL SUBSIDIARY shall mean, at any time, witleference to any person, any Subsidiary of suctopdisthat has assets at such t
comprising 5% or more of the consolidated assessio person and the Subsidiaries, or (ii) whosgaijons in the current fiscal year are
expected to, or whose
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operations in the most recent fiscal year did (ould have if such person had been a Subsidiarguon entire fiscal year), represent 5% or
more of the consolidated earnings before intetasgs, depreciation and amortization of such peasahthe Subsidiaries for such fiscal year.
In addition, Material Subsidiary shall include awybsidiary as to which any part of the capital Istibereof is pledged or is required to be
pledged to Lessor, as collateral agent, under libdge Agreement;

MATURITY DATE shall mean the Maturity Date as thiatm is defined in the Credit Agreement;

MULTIEMPLOYER PLAN shall mean a multiemployer plaas defined in section 4001(a)(3) of ERISA to which Parent, Lessee or any
ERISA Affiliate is making or accruing an obligatiom make contributions or has within any of theceding five plan years made or accrued
an obligation to make contributions;

MULTIPLE EMPLOYER PLAN shall mean an employee benglan, other than a Multiemployer Plan, to whible Parent, Lessee or any
ERISA Affiliate, and one or more employers otharthihe Parent, Lessee or an ERISA Affiliate, is imgior accruing an obligation to make
contributions or, in the event that any such plas been terminated, to which the Parent, Lessap BRISA Affiliate made or accrued an
obligation to make contributions during any of flve plan years preceding the date of terminatibsuch plan;

NET CASH PROCEEDS shall mean, with respect to asgefSale, the Cash Proceeds resulting therefroof (i¢ reasonable and custom:
expenses of sale incurred in connection with sustefASale, and other reasonable and customararfidesxpenses incurred, and all state,
local taxes paid or reasonably estimated to belpayay such person, as a consequence of such 8akeaind the payment of principal,
premium and interest of Indebtedness secured bggbet which is the subject of the Asset Sale eqdired to be, and which is, repaid under
the terms thereof as a result of such Asset Sale,

(i) amounts of any distributions payable to hoklef minority interests in the relevant personrothie relevant property or assets and (iii)
incremental income taxes paid or payable as atrémreof;

OPERATING LEASE as applied to any person shall meanlease of any property (whether real, personaiixed) by that person as lessee
which, in conformity with GAAP, is not accounted fas a Capital Lease on the balance sheet of gnabmp;

PBGC shall mean the Pension Benefit Guaranty Catjmor established pursuant to section 4002 of ERtBAny successor thereto;
PERMITTED ACQUISITION shall mean and include anygisition as to which all of the following conditis are satisfied:

(i) such Acquisition involves a line or lines ofdiness which is complementary to the lines of bessrin which the Parent, Lessee or a
Subsidiary, as the case may be, making the Actpnsg engaged on the Effective Date, UNLESS Lespecifically approve or consent to
such Acquisition in writing;

(il) such Acquisition is not actively opposed by tBoard of Directors (or similar governing body)tloé selling person or the person whose
equity interests are to be acquired, UNLESS Leardrall of the Participants specifically approveonsent to such Acquisition in writing;

(iii) if as a result of an Acquisition a person bates a Subsidiary of the Parent or Lessee, sucsidaty shall be a Wholly-Owned
Subsidiary;
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(iv) the aggregate consideration for such Acquisitind all other Permitted Acquisitions completeavithin the preceding 12 month period,
including the principal amount of any assumed Indébess and (without duplication) any Indebtedioéssy acquired person or persons,
does not exceed $25,000,000, UNLESS Lessor spaltyf@pproves or consents to such Acquisition, abroval or consent not to be
unreasonably withheld; PROVIDED that no such aparav consent shall be effective to permit an Asgign which would result in such
aggregate consideration exceeding $30,000,000s1hkssor and all of the Participants join in sushsent or approval; and

(v) the Parent and Lessee would, after giving éfi@such Acquisition, be in compliance, on a PRGRMA basis, with the financial
covenants contained in Section XXIII (which comptia shall be evidenced by the execution and dglieka PRO FORMA compliance
covenant certificate by Lessee to Lessor at leastden days prior to the closing of the Permifieduisition), such PRO FORMA ratios
being determined:

(A) as if (x) such Acquisition had been completétha beginning of the most recent period of foamsecutive fiscal quarters of the Parent
and Lessee for which financial information for f@&ent and Lessee and the business or persoratmbeed, is available, and (y) any such
Indebtedness incurred to finance such Acquisitiath bheen outstanding for such period; and

(B) without giving effect to any credit for unoht&d or unrealized gains in connection with suchuigition, but taking into account such
adjustments to the overhead of such propertiesaselts as may reasonably be determined and spdwjfieessee to reflect the overhead
generally applicable to similar properties and &see/ned by the Parent, Lessee and the Subsidiasesd to the extent Lessor determines
(acting on instructions from the Required Partinigg such adjustments to be reasonable and apat®pmder the particular circumstances);

PROVIDED, that the term Permitted Acquisition sfieaily excludes any loans, advances or minoritestments otherwise permitted
pursuant to section 9.5.

PERMITTED MASTER COPPER LEASE AGREEMENTS shall me¢lae Master Copper Lease Agreement, dated MarcB(H,, between
Lessee and Fleet Precious Metals, Inc. (the "egper Agreement"), and any other master coppselagreement arrangement entered into
by Lessee that is approved by Lessor, which appmeilanot be unreasonably withheld, but only tetextent that the aggregate value, in U.
S. Dollars, of the copper subject to all those erasbpper lease agreements (including the Fleep&ohgreement) does not in the aggregate
exceed an amount greater than $15,000,000;

PERMITTED PRECIOUS METAL CONSIGNMENTS shall mearegious metals inventory of Lessee or any other ifligrg that deals in
precious metals that is subject to any preciousiheensignment arrangement described in Annex \thefCredit Agreement as in effect on
the Effective Date (regardless of whether styled Bsase, consignment, sub-consignment or delthadiare approved by Lessor, which
approval will not be unreasonably withheld, butyotd the extent that the aggregate value, in ID@lars, of the precious metals subject tc
those consignment arrangements does not exceed@amagreater than $140,000,000;

PERSON OR PERSON shall mean any individual, pastipry joint venture, firm, corporation, limited figity company, association, trust or
other enterprise or any government or politicaldsulion or any agency, department or instrumetytéiiereof;
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PLAN shall mean any pension plan as defined ini&e&(2) of ERISA and any multiemployer or singleq@oyer plan as defined in section
4001 of ERISA, which is maintained or contributedy (or to which there is an obligation to contitd by) the Parent, Lessee or a Subsic
or an ERISA Affiliate, and each such plan for thefyear period immediately following the latestelan which the Parent, Lessee, or a
Subsidiary or an ERISA Affiliate maintained, cobtried to or had an obligation to contribute to spieim;

PLEDGE AGREEMENT shall mean the Pledge Agreemedrgyen date herewith, between the Parent, Lesskéessor, as collateral agent,
as the same may be amended or modified from tinieney which secures the obligations of LesseethadParent under the Credit
Agreement and the obligations of Lessee underApisement and the Schedules;

PLEDGED COMPANY shall mean a Material Subsidiarg tapital stock of which, or other equity or owmgpsinterest in which, has been
pledged to Lessor, as collateral agent, under lbdge Agreement;

PRINCIPAL OFFICER shall mean any officer of the &dror Lessee whose title is (including any titléieh is substantially the same as): (i)
Chief Executive Officer, (ii) President, (iii) CHiEinancial Officer or Vice President-Finance, ») (Treasurer;

PROHIBITED TRANSACTION shall mean a transactiontwiespect to a Plan that is prohibited under seetity5 of the Code or section
406 of ERISA and not exempt under section 497%hefGode or section 408 of ERISA,;

RCRA shall mean the Resource Conservation and Regdé\ct, as the same may be amended from timene, 42 U.S.C.ss. 6901 ET SEQ;

REAL PROPERTY of any person shall mean all of igétr title and interest of such person in andatedl, improvements and fixtures,
including Leaseholds;

REDEEMABLE STOCK shall mean with respect to anysparany capital stock or similar equity interedtsueh person that (i) is by its
terms subject to mandatory redemption, in wholagrart, pursuant to a sinking fund, scheduled mgatéon or similar provisions, at any time
prior to the Maturity Date; or (ii) otherwise isqudred to be repurchased or retired on a schedldeglor dates, upon the occurrence of any
event or circumstance, or at the option of the &otat holders thereof, or otherwise, at any timergp the Maturity Date, other than any st
redemption, repurchase or retirement occasionet'lshhange of control”" or similar event;

REORGANIZATION shall mean the transactions desatitmreAnnex VIII to the Credit Agreement as in effen the Effective Date;

SALE AND LEASE-BACK TRANSACTION shall mean any angement with any person providing for the leasipdhe Parent, Lessee or
any Subsidiary of any property (except for tempptaases for a term, including any renewal therebfiot more than one year and excep:
leases between the Parent, Lessee and a Subsidiaeyween Subsidiaries subject to Section XXIg)ich property has been or is to be
sold or transferred by the Parent, Lessee or subkiiary to such person;

S&P shall mean Standard & Poor's Ratings Groujision of McGraw Hill, Inc., and its successors;

29



SECURITY AGREEMENT shall mean the Security Agreemedated as of September 28, 2001, by Lessee ar@dtent in favor of National
City Bank, as Collateral Agent, as the same magrbhended, restated, modified or supplemented froma to time;

SECURITY DOCUMENTS shall mean the Pledge Agreemitiat, Guaranty, the Subsidiary Guaranties, the 8gddgreement, the
Subsidiary Security Agreement and each other dontm&suant to which any Lien or security inteisgiranted by the Parent, Lessee or
Subsidiary to Lessor as security for any of thegattions of Lessee to Lessor under or relatindii® Agreement and the Schedules;

SOLVENT shall mean, with respect to any Person paréicular date, that on such date (i) the falugaf the property of such Person is
greater than the total amount of liabilities, irdihg, without limitation, contingent liabilitiesf such Person, (ii) the present fair saleable v

of the assets of such Person is not less thamtleerat that will be required to pay the probabléility of such Person on its debts as they
become absolute and matured, (iii) such Persoblésta realize upon its assets and pay its delsto#rer liabilities, contingent obligations

and other commitments as they mature in the noomaise of business, (iv) such Person does notdriterand does not believe that it will,
incur debts or liabilities beyond such Person'titglio pay as such debts and liabilities matured &) such Person is not engaged in business
or a transaction, and is not about to engage imbss or a transaction, for which such Person'sgrtg would constitute unreasonably small
capital after giving due consideration to the piva practice in the industry in which such Pers@engaged;

STANDARD PERMITTED LIENS shall mean the following:

() Liens for taxes not yet delinquent or Liens faxes being contested in good faith and by apatgpproceedings for which adequate
reserves have been established;

(i) Liens in respect of property or assets impolsgdaw which were incurred in the ordinary couo$déusiness, such as carriers’,
warehousemen's, materialmen's and mechanics' arghsther similar Liens arising in the ordinary ismuof business, which do not in the
aggregate detract from the value of such propargssets or materially impair the use thereof endperation of the business of the Parent,
Lessee or any Subsidiary;

(iii) Liens (other than any Lien imposed by ERISAgurred or deposits made in the ordinary courdeusfness in connection with workers'
compensation, unemployment insurance and othestgfsocial security; and mechanic's Liens, cadsrigens, and other Liens to secure the
performance of tenders, statutory obligations, @attbids, government contracts, performance atuin-@®f-money bonds and other similar
obligations, incurred in the ordinary course ofibass (exclusive of obligations in respect of tagment for borrowed money), whether
pursuant to statutory requirements, common lawoasensual arrangements;

(iv) easements, rights-of-way, zoning or deed iggtns, minor defects or irregularities in titladaother similar charges or encumbrances not
adversely affecting in any material respect thenany conduct of the business of the Parent, Lessa@y of the Subsidiaries considered ¢
entirety;

(v) Liens arising from judgments, decrees or attaehts in circumstances not constituting a Defapdten Section Xl(a)(ix); and
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(vi) Leases or subleases granted to others naféniteg in any material respect with the businesthe Parent, Lessee or any of its
Subsidiaries and any interest or title of a lesswter any lease not in violation of this Agreement.

SUBSIDIARY GUARANTIES shall mean, collectively, daGuaranty, both dated as of [January __, 2001Brwgh Ceramic Products Inc.
and Brush Resources Inc., both in favor of Lesa®the same may be amended, restated, modifiaghplesnented from time to time;

SUBSIDIARY SECURITY AGREEMENT shall mean the Seturgreement, dated as of September 28, 2001, bgBCeramic Products
Inc. and Brush Resources Inc. in favor of Natidbi&y Bank, as Collateral Agent, as the same magrbended, restated, modified or
supplemented from time to time;

TESTING PERIOD shall mean for any determinatiosirgle period consisting of the four consecutiwedi quarters of the Parent and Le
then last ended (whether or not such quartersliangthin the same fiscal year), EXCEPT that if arficular provision of this Agreement
indicates that a Testing Period shall be of a diffié specified duration, such Testing Period stwtisist of the particular fiscal quarter or
quarters of the Parent and Lessee then last enkiett are so indicated in such provision; and

UCC shall mean the Uniform Commercial Code.

UNFUNDED CURRENT LIABILITY of any Plan shall meah¢ amount, if any, by which the actuarial presexe of the accumulated plan
benefits under the Plan as of the close of its mexstnt plan year exceeds the fair market valubeofssets allocable thereto, each determinec
in accordance with Statement of Financial Accountitandards No. 87, based upon the actuarial asgumspised by the Plan's actuary in
most recent annual valuation of the Plan.

UNITED STATES AND U.S. each means United States éfmerica.

WHOLLY-OWNED SUBSIDIARY shall mean each Subsidiarfythe Parent or Lessee at least 95% of whoseatabitck, equity interests
and partnership interests, other than directoradifging shares or similar interests, are ownee@diy or indirectly by the Parent or Lessee, as
the case may be.

1.09 Exhibit No. 2, Exhibit No. 3 and Exhibit Not@dthe Lease Agreement are deleted and Exhibi2NBExhibit No. 3 and Exhibit No. 4
attached to this Amendment are inserted in lievetie

SECTION Il - CONDITIONS PRECEDENT

2.01 When the following items shall have been debd to Lessor (in form and substance acceptalilegsor) and the following conditions
precedent have been met, this Amendment shallfbetieke as of September 28, 2001 (the "Amendmefeickfe Date"):

(A) Lessee and Parent shall have executed andedetivto Lessor the Security Agreement in form arzbnce satisfactory to Lessor
pursuant to which the obligations of Lessee aneémarmnder the Credit Agreement, the obligationBarent under the Guaranty and the
obligations of
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Lessee under this Amendment and other swap agreg@et reimbursement agreements are secured bfyth#é personal property of Lessee
and Parent, subject to the exceptions set fortteitme

(B) Brush Ceramic Products Inc. and Brush Resoureeqthe "Subsidiary Guarantors") shall have exed and delivered to Administrative
Agent one or more Subsidiary Security Agreementsiim and substance satisfactory to Administrafigent pursuant to which the
obligations of Subsidiary Guarantors under thedpeetive Subsidiary Guaranties are secured byf Hileopersonal property of Guarantors,
subject to the exceptions set forth therein.

(C) Lessee's secretary or treasurer shall havidiegro Lessor (i) a copy of resolutions duly atkepby Lessee's board of directors in respect
of this Amendment and the Security Agreementifii and correct copies of Lessee's current Agiofdncorporation and Code of
Regulations,

(iif) the names and true signatures of the officdreessee authorized to sign this Amendment aadsécurity Agreement on behalf of Les:
and (iv) that, after giving effect to the amendnseamid waivers set forth herein, no "Default" ortéial Default” (as those terms are defined
in the Lease Agreement) exists.

(D) The secretary or treasurer each of Parent aok ef the Subsidiary Guarantor's (collectively tGuarantors") shall have certified to
Lessor (i) a copy of resolutions duly adopted gt Buarantor's board of directors in respect of3beurity Agreement or Subsidiary Security
Agreements to which it is a party, (ii) true andreot copies of that Guarantor's current Articlegnoorporation or Certificate of

Incorporation and Code of Regulations or Bylawi§), ffie names and true signatures of the officéthat Guarantor authorized to sign the
Security Agreement or the Subsidiary Security Agrests to which it is a party on behalf of that Gumor, and (iv) that, after giving effect
the amendments and waivers set forth herein, néaiite or "Potential Default” (as those terms aedirkd in the Credit Agreement) exists.

(E) Counsel for Lessee and the Guarantors sha#l rerndered to Lessor a written opinion as to thereeability of this Amendment, the
Security Agreement and the Subsidiary Security Agrent, in form and substance satisfactory to tlesde

(F) Lessee shall have delivered or caused to leeded] certificates of good standing for each addee and the Guarantors issued by the
Secretary of State, or other appropriate officéhefstate of its incorporation.

(G) Lessee shall have caused all Guarantors tatxand deliver to the Lessor a Reaffirmation o&f@anty in form and substance satisfac
to the Lessor.

(H) Lessee shall have delivered or caused to bieadletl such other documents as Lessor may reasorezplest.

2.02 If Lessor shall consummate the transactionsecoplated hereby prior to the fulfillment of arfytloe conditions precedent set forth
above, the consummation of such transactions sba#titute only an extension of time for the flitfient of such conditions and not a waiver
thereof.

SECTION Il - REPRESENTATIONS AND WARRANTIES
3.01 Lessee hereby represents and warrants tor.zssollows:
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(A) That all representations and warranties sehforthe Lease Agreement and the Restated Equip&aedule, as amended hereby, are
and correct in all material respects, and thatAhiendment and the Security Agreement and the 8ialbgiSecurity Agreement have been
executed and delivered by duly authorized officérsessee, the Parent and the Subsidiaries thataaties thereto and constitutes the legal,
valid and binding obligations of Lessee, the Paagrat the Subsidiaries that are parties theretoresdble against those parties in accordance
with their respective terms.

(B) That the execution, delivery and performancé bgsee of this Amendment and the Security Agre¢ntiem execution, delivery and
performance by the Parent of the Security Agreenserd the execution, delivery and performance byStibsidiaries that are parties to the
Subsidiary Security Agreement, and Lessee's pedoom of the Lease Agreement, the Restated Equipguodetdule and the other Equipment
Schedules, as amended hereby have been authoyizdiddquisite corporate action and will not (19hate (a) any order of any court, or any
rule, regulation or order of any other agency ofagament, (b) the Articles of Incorporation, thedeémf Regulations or any other instrument
of corporate governance of Lessee, the ParenbgetBubsidiaries, as applicable, or (c) any prowmisif any indenture, agreement or other
instrument to which Lessee, the Parent or eithéhade Subsidiaries is a party, or by which LesteeParent or either of those Subsidiaries
or any of its properties or assets are or may bedio(2) be in conflict with, result in a breachosfconstitute, alone or with due notice or
lapse of time or both, a default under any indentagreement or other instrument referred to in

(1)(c) above; or (3) result in the creation or irsgtion of any lien, charge or encumbrance of artyneawhatsoever.

SECTION IV - ACKNOWLEDGMENTS CONCERNING OUTSTANDIN®BLIGATIONS

4.01 Lessee acknowledges and agrees that, as datihdereof, all of Lessee's outstanding obligatio Lessor under the Lease Agreement
and all Schedules thereto are owed without anyetftleduction, defense or counterclaim of any eatdratsoever arising out of an act or
omission occurring on or prior to the date hereof.

SECTION V - REFERENCES

5.01 On and after the Amendment Effective Datejszsl in the Lease Agreement, the terms "Masterd_Agseement", "Lease Agreement”,
"Agreement”, "this Agreement”, "herein”, "hereiraaf "hereto”, "hereof", and words of similar impshall, unless the context otherwise
requires, mean the Lease Agreement as amendedatifieu by this Amendment. The Lease Agreemengmasnded by this Amendment,
together with the other Documents, is and shaltinae to be in full force and effect and is hereatjfied and confirmed in all respects. To
extent any amendment set forth in the First Amendntbe Second Amendment, the Third AmendmentfFtheth Amendment, or
Consolidated Amendment No. 1 is omitted from thisegfidment, the same shall be deemed eliminatedhasdre Lessee and Lessor effec

as of the Amendment Effective Date.
SECTION VI - WAIVERS

6.01 Subject to the conditions set forth in Sectldrerein, the Lessor hereby waives the Lessadlgé to comply with Section XXIlI(b) of
the Lease Agreement, regarding the Ratio of Codatdd Total Debt to Consolidated EBITDAR, for eaflthe Testing Periods ending
September 30, 2001, December 31, 2001, March 3B,2lune 30, 2002, and September 30, 2002. Suslemstiall apply only to the
Lessee's compliance with such Section for andeat #sting Periods ending on the dates set forttharimmediately preceding sentence and
not to any past or future Testing Period and nainp other covenants and agreements containee@ inethse Agreement or the other related
Documents.
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6.02 Subject to the conditions set forth in Sectldrerein, the Lessor hereby waives the Lessadlgé to comply with Section XXIlI(c) of
the Lease Agreement, regarding the ConsolidategldFdharge Coverage Ration, for each of the Testergpds ending December 31, 2001,
March 31, 2002, June 30, 2002, and September 82. Zuch waiver shall apply only to the Lesseespi@mnce with such Section for and at
the Testing Periods ending on the dates set forthe immediately preceding sentence and not tqpasyor future Testing Period and not to
any other covenants and agreements contained lretiee Agreement or the other related Documents.

SECTION VII - MISCELLANEOUS

7.01 This Amendment may be executed in any numbesunterparts, each counterpart to be executezhbyor more of the parties but, wt
taken together, all counterparts shall constitute @agreement. This Amendment, and the respecttsrand obligations of the parties hereto,
shall be construed in accordance with and govebyedhio law, without reference to principles of fi of laws.

7.02 Lessee agrees to pay in connection with thie#dment, an amendment fee in an aggregate amguaitte $89,655. In addition, Lessee
agrees to pay on demand all costs and expensessebl, including reasonable attorneys' fees anensgs, incurred in connection with the
preparation, execution and delivery of this Amendtraand the related documents.

7.03 This Amendment is executed in accordance avithsubject to Section XIX(g) of the Lease AgreeimErcept as expressly set forth in
Section 3 of this Amendment, (1) the executionivéey and performance by Lessee of this Amendmieall sot constitute, or be deemed to
be or construed as, a waiver of any right, powaeoredy of Lessee, or a waiver of any provisiothefLease Agreement, and (2) none of the
provisions of this Amendment shall constitute, erdeemed to be or construed as, a waiver of anfalllie or any "Potential Default,” as
those terms are defined in the Lease Agreement.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the parties have caused thigAdment to be duly executed as of the day andfiystabove written.

LESSOR:

NATIONAL CITY BANK,

FOR ITSELF AND AS AGENT FOR
CERTAIN PARTICIPANTS

By:

Name:

Title:

THE FOREGOING AMENDMENT is hereby
by their respective duly authorized officers as of

Address:
1404 East Ninth Street

Cleveland, Ohio 44114
Fax: (216) 274-5507

Address:

P.O. Box 755 (111/10W)
Chicago, lllinois 60690-0755
Fax: (312) 461-5225

Address:

1350 Euclid Avenue, ML 4432
Cleveland, Ohio 44115
Fax: (216) 623-9208

LESSEE:

BRUSH WELLMAN INC.

By:

Name:

Title:

acknowledged, consented and agreed to by each of t
the day and year first above written.

FIFTH THIRD BANK, an Ohio banking corpor
Fifth Third Bank, Northeastern Ohio

By:

Title:

HARRIS TRUST AND SAVINGS BANK

By:

Title:

FIRSTAR BANK, N.A.

By:

Title:
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Address:

One West Pennsylvania Avenue
Suite 1000

Towson, Maryland 21204

Fax: (410) 769-9313

Address:

One Fountain Plaza
Buffalo, New York 14203
Fax: (716) 848-7318

LASALLE NATIONAL LEASING
CORPORATION

By:

Title:

MANUFACTURERS AND TRADERS TRUST
COMPANY

By:

Title:
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EXHIBIT NO. 2
EQUIPMENT SCHEDULE

SCHEDULE NO.
DATED THIS DAY OF ,199_
TO MASTER LEASE AGREEMENT DATED AS OF December 30,1996

Lessor & Mailing Address: Lessee & Mailing Address:
NATIONAL CITY BANK, BRUSH W ELLMAN INC.
FOR ITSELF AND AS AGENT FOR 17876 S t. Clair Avenue
CERTAIN PARTICIPANTS Clevela nd, Ohio 44110

1900 East 9th Street
Cleveland, Ohio 44114

This Equipment Schedule is executed pursuant thjramorporates by reference the terms and conditidnand capitalized terms not defined
herein shall have the meanings assigned to thethdrylaster Lease Agreement identified above ("Agrent;" said Agreement and this
Schedule being collectively referred to as "Leas&)s Equipment Schedule, incorporating by refeecthe Agreement, constitutes a sepz
instrument of lease.

A. EQUIPMENT.

Pursuant to the terms of the Lease, Lessor agoessjuire and lease to Lessee the Equipment Iistgdhnex A attached hereto and made a
part hereof.

B. FINANCIAL TERMS.

1. Capitalized Lessor's Cost:
$ (being anrgraqual to funds disbursed and Interim Rent atand unpaid in respect of -
Equipment and its parts and components duringrtteziin Lease Period).

2. Daily Lease Rate Factor: LIBOR Rate plus the l&aple Margin per annum.

3. Basic Term: The thirty-three month period comoieg on the Basic Term Commencement Date.

4. Basic Term Commencement Date: March 15, 1999.

5. Equipment Location: Lessee's plant in 14710 Wtdge River South Road, Harris Township, Ottawar@p Ohio 43416.
6. Lessee Federal Tax ID No.: 34-0119320

7. Lessee agrees and acknowledges that the Capitdlessor's Cost of the Equipment as stated o8d¢hedule is equal to the fair market
value of the Equipment on the date hereof.

8. Renewal Term: Each Renewal Term will consist ohe-year period, and subject to Section XVIII{{Bssee may elect up to seven (7)
Renewal Terms



9. Maximum Lease Term: The Term shall not exceexlusv(12) years.

10. Stipulated Loss Values: See Annex D.

11. Termination Values: See Annex D.

12. Assumed Interest Rate: % (whichheilletermined three (3) Business Days before tteeada@xecution of this Schedule).
13. Last Delivery Date: February 15, 1999.

C. TERM AND RENT.

1. Basic Term and Renewal Term Rent. Commencinp@mBasic Term Commencement Date and payablerearar on the same day of e
quarter thereafter (each, a "Rent Payment Datafhglthe Basic Term ("Basic Term Rent") and any &eal Term ("Renewal Term Rent"),
Lessee shall pay as Rent quarterly installmenfa)ahterest on the unamortized portion of the ish@apitalized Lessor's Cost as of the
immediately preceding Rent Payment Date (afteriegiidn of the Rent paid on such date) at the Da@lgse Rate Factor for the Interest
Period following such immediately preceding RengrRant Date and (b) of principal in the principal@amts described on the Amortization
Schedule attached as Annex E. Interest shall loeleddd on the basis of a 360 day year for theahctwmber of days elapsed. Said Rent
consists of principal and interest components, gucitipal components being as provided in the Airation Schedule attached hereto as
Annex E.

As used herein, the following terms shall haveftiewing meanings:

"APPLICABLE MARGIN" the particular rate per annuretérmined by the Lessor in accordance with tharyiGrid Table which appears
below, based on the ratio of Consolidated TotaltDelConsolidated EBITDAR and such Pricing Grid lEaland the following provisions:

(i) Initially, until changed hereunder in accordarwith the following provisions, the Applicable Mgm will be 250 basis points per annum.

(i) Commencing with the fiscal quarter of the Les®nded on or nearest to June 30, 2000, and congfiwith each fiscal quarter thereafter,
the Lessor will determine the Applicable Margineiccordance with the Pricing Grid Table, based errdtio of (x) Consolidated Total Debt
as of the end of the fiscal quarter, to (y) Cortaikd EBITDAR for the Testing Period ended on st tlay of the fiscal quarter, and
identified in such Pricing Grid Table. Changeshia Applicable Margin based upon changes in sudb shall become effective on the first
day of the month following the receipt by the Lagsorsuant to section IV(b)(i) or (ii), as applitabof the financial statements of the Lessee
and the Parent, accompanied by the certificatecatailations referred to in section IV(b)(iii), denstrating the computation of such ratio,
based upon the ratio in effect at the end of thatiegble period covered (in whole or in part) bglsdinancial statements.

(iii) Notwithstanding the above provisions, duriagy period when (A) the Lessee has failed to tindeljver or caused to be delivered the
financial statements referred to in section 1V (i

(if), accompanied by the certificate and calculagioeferred to in section IV(b)(iii), (B) a PotadtDefault under section XlI(a)(1) has occurred
and is continuing, or (C) a Default has occurred igrcontinuing, the Applicable Margin shall eaehtbe highest rate p



annum indicated therefor in the Pricing Grid Tabégardless of the ratio of Consolidated Total Del€onsolidated EBITDAR at such time,
plus 200 basis points.

(iv) Any changes in the Applicable Margin shalldetermined by the Lessor in accordance with thealpoovisions and the Lessor will
promptly provide notice of such determinationstte Lessee. Any such determination by the Less@uaumt to these provisions shall be
conclusive and binding absent manifest error.

PRICING GRID TABLE
(EXPRESSED IN BASIS POIN TS)

RATIO OF APPLIC ABLE MARGIN
CONSOLIDATED TOTAL DEBT

TO

CONSOLIDATED EBITDAR

Greater than or equal to 4.00 to 1.00 325.00

sweimmicaoni 2 75-00-
> 3.00 to 1.00 and (less than or equal to) 3.50 to 100 _____ 2;50-0
> 2.50 to 1.00 and (less than or equal to) 3.00 to 100 2(;00-0
s tanorenae 2500000 1 75-00-

Notwithstanding the above provisions, from Septen@8 2001, through and including September 3012@6ad thereafter until chang
hereunder in accordance with the provisions séh f@bove, for all purposes hereof, the Applicabkrdih will be 325 basis points per annt

"INTEREST PERIOD" shall mean the period beginnimgtloe Basic Term Commencement Date and endingeongkt Rent Payment Date,
and each subsequent quarterly period.

"LIBOR RATE" shall mean, with respect to any Intgreriod occurring during the term of the Leagehé rate per annum which appear:
page 3750 of the Telerate Screen (or on any sumcessubstitute page, or on any electronic pubbeeof a recognized service organization
providing comparable rate quotations, in any casgetermined from time to time by the Lessor) fepakits of $1,000,000 in same day funds
for a maturity corresponding to such Interest Reas of 11:00 A.M. (London time) on the date whikkhwo Business Days prior to the
commencement of such Interest Period, divided (andded upward to the nearest 1/16th of 1%) bya(percentage equal to 100% minus
then stated maximum rate of all reserve requirem@ntluding, without limitation, any marginal, ergency, supplemental, special or other
reserves and without benefit of credits for pramnatiexceptions or offsets which may be availaldenftime to time) applicable to any member
bank of the Federal Reserve System in respect fchrency liabilities as defined in Regulation® ény successor category of liabilities
under Regulation D!



In the event that such rate is not available ah sime for any reason, the rate referred to ins#afi) above shall be the interest rate per ar
equal to the average (rounded upward to the neat®sth of 1% per annum), of the rate per annumhéth U.S. Dollar deposits of
$1,000,000 for a maturity corresponding to therkgePeriod are offered to each of the Referenck®8hy prime banks in the London
interbank Eurodollar market, determined as of 11400. (London time) on the date which is two Busiadays prior to the commencement
of such Interest Period.

"Reference Banks" shall mean (i) National City Baaukd (ii) any other bank or banks selected asfar&gce Bank by National City Bank.

"Regulation D" shall mean Regulation D of the Boafdsovernors of the Federal Reserve (or any ssocdbereto), as amended or
supplemented from time to time.

If at any time Lessor or any Participant (or, withduplication, the bank holding company of whiclels Participant is a subsidiary)
determines that either adequate and reasonablesrdeanot exist for ascertaining the LIBOR Ratef becomes impractical for Lessor or ¢
Participant to obtain funds to make or maintainfthencing hereunder with interest at the LIBOR&Ratr Lessor or any Participant
reasonably determines that, as a result of chaoggsplicable law after the date of execution ef Agreement, or the adoption or making
after such date of any interpretations, directimesegulations (whether or not having the forcéawf) by any court, governmental authority or
reserve bank charged with the interpretation oriagtnation thereof, it shall be or become unlawduimpossible to make, maintain, or fund
the transaction hereunder at the LIBOR Rate, tressar promptly shall give notice to Lessee of sietermination and Lessor and Lessee
shall negotiate in good faith a mutually acceptaliiernative method of calculating the Daily Le&sde Factor and shall execute and deliver
such documents as reasonably may be requireddgoioate such alternative method of calculatingDbady Lease Rate Factor in this
Schedule, within thirty (30) days after the daté.e$sor's notice to Lessee. If the parties are lermahbtually to agree to such alternative
method of calculating the Daily Lease Rate Facta timely fashion, (a) effective on the commenacatnoé the next succeeding Interest
Period or the date that it becomes impractical Bssor or any Participant to maintain the finandiegeunder with interest at the LIBOR Rate
as aforesaid, as case may be, the Daily LeaseMRater shall become a floating rate equal to tredeFs Funds Rate plus sixty (60) basis
points, and (b) on the Rent Payment Date next gdiag the expiration of such thirty (30) day periggssee shall purchase all (but not less
than all) of the Equipment described on all Schesleixecuted pursuant to the Agreement and shatbpagssor, in cash, the purchase price
for the Equipment so purchased, determined asradter provided. (As used herein, "Federal Funde'Raeans the rate of interest, as
reasonably determined by Lessor, paid by or availebLessor for the purchase of "federal fundshettime or times in question on a daily
overnight basis.) The purchase price of the Equipirakall be an amount equal to the Stipulated Madsge of such Equipment calculated in
accordance with Annex D as of the date of payntegether with all rent and other sums then dueush slate, plus all taxes and charges
upon sale and all other reasonable and documenrpeshges incurred by Lessor in connection with satl. Upon satisfaction of the
conditions specified in this Paragraph, Lessor trdlhsfer, on an AS IS, WHERE IS BASIS, all of L@ss interest in and to the Equipment.
Lessor shall not be required to make and may spaltif disclaim any representation or warrantyashe condition of the Equipment and
other matters (except that Lessor shall warrarttitt@nveyed whatever interest it received in siEgiipment free and clear of any Lien
created by Lessor). Lessor shall execute and ddbtivieessee such Uniform Commercial Code statenadrteymination as reasonably may be
required in order to terminate any interest of lbess and to the Equipment.

2. If the Rent Payment Date or any Rent Paymenrg Batot a Business Day, the Rent otherwise duioh date shall be payable on the
immediately preceding Business D



3. Lessee shall pay to Lessor, for the accounaofi éarticipant, from time to time the amountsuzh $articipant may determine to be
necessary to compensate it for any costs which Badiicipant determines are attributable to its imgor maintaining its interest in the Lee
and the Equipment (the "Interest") or any reducitioany amount receivable by such Participant épeet of any such Interest (such increases
in costs and reductions in amounts receivable biegémgin called "Additional Costs"), resulting frany Regulatory Change (as defined
below) which:

(i) changes the basis of taxation of any amourysipia to Lessor for the account of such Particiinéspect of such Interest (other than
taxes imposed on or measured by the overall netiecof such Participant in respect of the intelpgghe jurisdiction in which such
Participant has its principal office or its lendioffice); or

(if) imposes or modifies any reserve, special demossimilar requirements relating to any extensiof credit or other assets of, or any
deposits with or other liabilities of, such Papit; or

(iii) imposes any other condition affecting thisdse or any Interest.

For purposes hereof, "Regulatory Change" shall na@gchange after the date of this Lease in UrBtedies federal, state or foreign law or
regulations (including, without limitation, Regutait D or the adoption or making after such datarof interpretation, directive or request
applying to a class of banks including any Paréipitpor under any United States federal, statereigo law and whether or not failure to
comply therewith would be unlawful) by any courtgmvernmental or monetary authority charged withithierpretation or administration
thereof.

Without limiting the effect of the foregoing Paragh (but without duplication), Lessee shall pajgssor, for the account of each Particip
from time to time on request such amounts as sadicipant may determine to be necessary to congperssich Participant (or, without
duplication, the bank holding company of which s@eiuticipant is a subsidiary) for any costs whiotietermines are attributable to the
maintenance by such Participant (or any lending®fbr such bank holding company), pursuant tolawyor regulation or any interpretation,
directive or request (whether or not having thedoof law) of any court or governmental or monetaughority (i) following any Regulatory
Change or (ii) implementing any risk-based cagjtatieline or requirement (whether or not havingftiree of law and whether or not the
failure to comply therewith would be unlawful) herfore or hereafter issued by any government oegawental or supervisory authority
implementing at the national level the Basle Acc@ndluding, without limitation, the Final Risk-Bed Capital Guidelines of the Board of
Governors of the Federal Reserve System (12 CHaR.208, Appendix A; 12 C.F.R. Part 225, Apperfiliband the Final RislBased Capite
Guidelines of the Office of the Comptroller of tBerrency (12 C.F.R. Part 3, Appendix A)), of calitarespect of such Participant's Interest
(such compensation to include, without limitatian,amount equal to any reduction of the rate afrredn assets or equity of such Participant
(or any lending office or bank holding companyhttevel below that which such Participant (or aeryding office or bank holding company)
could have achieved but for such law, regulatioterpretation, directive or request). For purpasfebis Paragraph, "Basle Accord" shall
mean the proposals for risk-based capital framewledcribed by the Basle Committee on Banking Réigulsi.and Supervisory Practices in
its paper entitled "International Convergence opi@d Measurement and Capital Standards" dated1R8g3, as amended, modified and
supplemented and in effect from time to time or eeplacement thereof.

Each Participant shall notify Lessee of any evecuaing after the date of this Lease that willidmsuch Participant to compensation under
the preceding two Paragraphs as promptly as peddéicbut in any event within thirty (30) dayseafsuch Participant obtains actual
knowledge thereo!



provided, that (i) if such Participant fails to giguch notice within thirty

(30) days after it obtains actual knowledge of saclevent, such Participant shall, with respecbtopensation payable pursuant to the
preceding two Paragraphs in respect of any coststireg from such event, only be entitled to paymerder the referenced Paragraphs for
costs incurred from and after the date thirty @&ys prior to the date that such Participant does guch notice, and (ii) such Participant will
designate a different lending office for the Instré¢ such designation will avoid the need forreduce the amount of, such compensation and
will not, in the sole opinion of such Participabé disadvantageous to such Participant. Each Barticwill furnish to Lessee a certificate
setting forth the basis and amount of each reduesuch Participant for compensation under thequlieg two Paragraphs. Determinations
and allocations by each Participant for purposdab@preceding two Paragraphs shall be concluabhsgnt manifest error.

D. INSURANCE.

1. Public Liability: $1,000,000 total liability pexccurrence and $2,000,000 in the aggregate, witss liability in umbrella form of
$10,000,000 per occurrence and in the aggregatie avnaximum deductible amount of (a) $1,500,0000peurrence or (b) an amount equal
to $1,500,000 per occurrence plus the amount ofesgrves specifically allocated by Lessee fortype of liability that are satisfactory to
Lessor, but in no event greater than $2,500,00@p&urrence.

2. Casualty and Property Damage: An amount equaktdigher of the Stipulated Loss Value or théreplacement cost of the Equipment,
with a maximum deductible amount of $1,000,000qEsurrence.

E. FIXED PURCHASE PRICE AND RESIDUAL RISK AMOUNT

Fixed Purchase Price Residual Risk Amount

(Percent of Capitalized (Percent of Capitalized
End of Lessor's Cost) Lessor's Cost)
Basic Term 100.0000% 13.2500%
Renewal Term 1 92.1681% 11.4000%
Renewal Term 2 83.7655% 10.5000%
Renewal Term 3 74.7508% 9.5000%
Renewal Term 4 64.8705% 8.6500%
Renewal Term 5 54.0542% 7.3000%
Renewal Term 6 42.4499% 6.2500%
Renewal Term 7 30.0000% 4.7000%

The Fixed Purchase Price and Residual Risk Amaenéach expressed as a percentage of the Capitakssor's Cost of the Equipment.

This Schedule is not binding or effective with resfto the Agreement or Equipment until executetdemalf of Lessor and Lessee by an
authorized representative of Lessor and Lessegectsely.

IN WITNESS WHEREOF, Lessee and Lessor have calse®thedule to be executed by their duly authdriepresentatives as of the date
first above written



LESSOR: LESSEE:
NATIONAL CITY BANK, BRUSH WE

FOR ITSELF AND AS AGENT FOR
CERTAIN PARTICIPANTS

By: By:

Name: Name:

Title: Title:

LLMAN INC.




ANNEX A
TO
SCHEDULE NO.
DATED THIS DAY OF ,199
TO MASTER LEASE AGREEMENT DATED AS OF December 30,1996

DESCRIPTION OF EQUIPMENT

Type and
Serial Model of N umber Cost per
Vendor Numbers Equipment o] f Units Unit

Initials:
Lessor Lesse




ANNEX B
TO
SCHEDULE NO.
DATED THIS DAY OF ,199
TO MASTER LEASE AGREEMENT DATED AS OF December 30,1996

ASSIGNMENT OF PURCHASE ORDERS

[See Exhibit No. 6 to Master Lease Agreem:



ANNEX C
TO
SCHEDULE NO.
DATED THIS DAY OF ,199
TO MASTER LEASE AGREEMENT DATED AS OF December 30,1996

CERTIFICATE OF ACCEPTANCE

To: National City Bank,
for Itself and as Agent for Certain Participants

Pursuant to the provisions of the above Schedudeviaster Lease Agreement (collectively, the "LEASEpitalized terms used but not
defined herein have the meanings ascribed thandtwilLease), Lessee hereby certifies and warthatga) all equipment listed in the
attached invoice or invoices (the "Equipmentnigood condition, installed (if applicable), andanorking order; and (b) Lessee accepts the
Equipment for all purposes of the Lease, each Reelrder relating to the Equipment and all attendacuments.

Lessee does further certify that as of the datedidi) no Default or Potential Default has occdrrand (ii) the representations and warranties
made by Lessee pursuant to or under the Leaseuararid correct on the date hereof.

BRUSH WELLMAN INC.

By:

Authorized Representative

Dated: , 19¢




ANNEX D

TO
SCHEDULE NO.
DATED THIS DAY OF ,199

TO MASTER LEASE AGREEMENT DATED AS OF December 30,1996

STIPULATED LOSS AND TERMINATION VALUE TABLE

NO. OF RENT PAYMENT DATE STIPULATED LOSS AND
(after Basic Term Commencement Date) TERMINATION VALUE*
1 100.0000%
2 100.0000%
3 100.0000%
4 100.0000%
5 100.0000%
6 100.0000%
7 100.0000%
8 100.0000%
9 100.0000%
10 100.0000%
11 100.0000%
12 98.0934%
13 96.1529%
14 94.1780%
15 92.1681%
16 90.1225%
17 88.0407%
18 85.9219%
19 83.7655%
20 81.5709%
21 79.3374%
22 77.0642%
23 74.7508%
24 72.3963%
25 70.0000%
26 67.4578%
27 64.8705%
28 62.2373%
29 59.5574%
30 56.8300%
31 54.0542%
32 51.2292%
33 48.3540%
34 45.4279%
35 42.4499%
36 39.4190%

37 36.3344%



NO. OF RENT PAYMENT DATE STIPULATED LOSS AND

(after Basic Term Commencement Date) TERMINATION VALUE*
38 33.1950%
39 30.0000%
Initials:
Lessor Lessee

*The Stipulated Loss Value and Termination Valuedoy unit of Equipment shall be equal to the Gaigied Lessor's Cost of such unit
multiplied by the appropriate percentage derivedifthe above table. In the event that the Leak® Bny reason extended, then the last
percentage figure shown above shall control throughny such extended ter



ANNEX E

TO
SCHEDULE NO.
DATED THIS DAY OF ,199

TO MASTER LEASE AGREEMENT DATED AS OF December 30,1996

AMORTIZATION SCHEDULE

NO. OF RENT
PAYMENT DATE PERCENT OF P ERCENT OF
(after Basic Term PRINCIPAL REMAI NING PRINCIPAL

Commencement Date) PAYABLE* BALANCE*
1 0.0000% 100.0000%
2 0.0000% 100.0000%
3 0.0000% 100.0000%
4 0.0000% 100.0000%
5 0.0000% 100.0000%
6 0.0000% 100.0000%
7 0.0000% 100.0000%
8 0.0000% 100.0000%
9 0.0000% 100.0000%
10 0.0000% 100.0000%
11 0.0000% 100.0000%
12 1.9066% 98.0934%
13 1.9405% 96.1529%
14 1.9749% 94.1780%
15 2.0099% 92.1681%
16 2.0456% 90.1225%
17 2.0818% 88.0407%
18 2.1188% 85.9219%
19 2.1564% 83.7655%
20 2.1946% 81.5709%
21 2.2335% 79.3374%
22 2.2732% 77.0642%
23 2.3135% 74.7508%
24 2.3545% 72.3963%
25 2.3963% 70.0000%
26 2.5422% 67.4578%
27 2.5873% 64.8705%
28 2.6332% 62.2373%
29 2.6799% 59.5574%
30 2.7274% 56.8300%
31 2.7758% 54.0542%
32 2.8250% 51.2292%
33 2.8751% 48.3540%
34 2.9261% 45.4279%
35 2.9780% 42.4499%
36 3.0309% 39.4190%
37 3.0846% 36.3344%

38 3.1393% 33.1950%



NO. OF RENT

PAYMENT DATE PERCENT OF PERCENT OF
(after Basic Term PRINCIPAL REMAINING PRINCIPAL
Commencement Date) PAYABLE* BALANCE*
39 3.1950% 30.0000%

Initials:

Lessor Lessee

*The Principal, and the Outstanding Principal Balaas of any Rent Payment Date payment (assuméngritncipal payments due on each
Rental Payment Date are paid when due), shall bal ¢g the Capitalized Lessor's Cost of the Equiptnaultiplied by the appropriate
percentage derived from the above ta



ANNEX F
TO
SCHEDULE NO.
DATED THIS DAY OF ,199
TO MASTER LEASE AGREEMENT DATED AS OF December 30,1996

RETURN PROVISIONS: In addition to the provision®yided for in
Section X of this Lease, and provided that Lesssedtected not to exercise its purchase optiorupntgo Section XVIlI(d) of the Lease,
Lessee shall, at its expense:

(a) at least one hundred eighty (180) days andnuoe than three hundred sixty-five (365) days pidoexpiration or earlier termination of the
Lease, provide to Lessor a detailed inventory bé@hponents of the Equipment. The inventory shaudtude, but not be limited to, a listing
of models and serial numbers for all componentsprgimg the Equipment;

(b) at least one hundred eighty (180) days priaairation or earlier termination of the Leasegmipeceiving reasonable notice from Lessor,
provide or cause the vendor(s) or manufacturep(pyavide to Lessor the following documents: (ip@et of service manuals, blueprints,
process flow diagrams and operating manuals inctudéplacements and/or additions thereto, suctathdbcumentation is completely up-to-
date; (ii) one set of documents, detailing Equiphoamfiguration, operating requirements, mainteearecords, and other mechanical data
concerning the set-up and operation of the Equipnieciuding replacements and/or additions therstigh that all documentation is
completely up-to-date;

(c) at least one hundred eighty (180) days priaairation or earlier termination of the Leasegmpeceiving reasonable notice from Lessor,
make the Equipment available for eite operational inspections by potential purctgsender power, and provide personnel, power amer
requirements necessary to demonstrate electrichfreachanical systems for each item of the Equipment

(d) at least ninety (90) days prior to expiratiorearlier termination of the Lease, cause the naiufer's representative or qualified
equipment maintenance provider, acceptable to kéts®"Authorized Inspector"), to perform a comfpgrsive physical inspection, includi
testing all material and workmanship of the Equiptrand if during such inspection, examination agl,tthe Authorized Inspector finds any
of the material or workmanship to be defectivehar Equipment not operating within the manufactargpecifications, then Lessee shall re
or replace such defective material and, after ctikre measures are completed, Lessee will provada follow-up inspection of the
Equipment by the Authorized Inspector as outlinethe preceding Paragraph;

(e) have each item of Equipment returned with addpth field service report detailing said inspattas outlined in Subsection (d) above.
The report shall certify that the Equipment hasngemperly inspected, examined and tested andegatipg within the manufacturer's
specifications;

(f) permit Lessor to videotape the Equipment "urptawver" at Lessee's or at any facility where anyifigent is located at a time during
normal working hours mutually agreeable to Lessal laessee prior to deinstallation;

(g) have any repairs made to the Equipment in feps@nal and workmanlike manner. Any Equipmeniagaciements or additions will revert
to Lessor upon expiration or earlier terminatiorihaf Lease and shall not affect, in an adverse pratime Fair Market Value of the Equipm
at Lease



expiration. Such additions or enhancements shath&ge only with prior written approval of Lessomh@ge approval shall not unreasonably
be withheld);

(h) have the Equipment returned in good appearaitbeadequate protective coatings over all surfaesriginally painted or coated, and the
Equipment shall be free from rust, and shall bgdad, complete working order;

(i) have the Equipment cleaned (including the reah@¥ all beryllium) and approved by the necesgpyernmental agencies which regulate
the use and operation of such Equipment so as &vditable for immediate use;

() properly remove all Lessee installed markindgal are not necessary for the operation, maintanrepair of the Equipment; and

(k) provide for the deinstallation and packing lod Equipment to include, but not be limited to, fillbowing: (i) all process fluids shall be
removed from the Equipment and disposed of in ataomre with the then current waste disposal lawsagalations. At no time are materials
which could be considered hazardous waste by apamry authority to be shipped with machineri); gl internal fluids such as lube oil
and hydraulic fluid are to be filled to operatimy¢ls; filler caps are to be secured and discoeddubses are to be sealed to avoid spillage;
(iii) the manufacturer's representative shall d@ihend match mark all Equipment in accordancé wie specifications of the manufacturer;
(iv) the Equipment shall be packed properly anddoordance with the manufacturer's recommendat{ghtessee shall provide for the
transportation of the Equipment in a manner coeststith the manufacturer's recommendations anctipess to any locations within the
United States of America as Lessor shall diread; stmall have the Equipment unloaded at such latsitiand (vi) Lessee shall obtain and pay
for a policy of transit insurance for the redeliw@eriod in an amount equal to the replacementevafithe Equipment, and Lessor shall be
named as the loss payee on all such policies ofange



EXHIBIT NO. 3
COMPLIANCE CERTIFICATE

To: National City Bank, for itself and as Agent fertain Participants 1900 East Ninth Street
Cleveland, Ohio 44114

Subject:  Master Lease Agreement, dated as of D ecember 30, 1996, as
amended, between National City Bank, for itself and as Agent
for certain Participants, as lessor, and Brush Wellman Inc.,

as lessee (the "Lease Agreement")
Greetings:

Pursuant to Section 1V(b)(iii) of the Lease Agreement and in my

capacity as the chief financial officer of Brush Mv&n Inc., | hereby certify that to the best of knowledge and belief (capitalized terms
used, but not defined herein shall have the mearasgribed thereto in the Lease Agreement):

[Form to be agreed upon by Lessee and Lessor loes8dction XXIII]

BRUSH WELLMAN INC.

By:



EXHIBIT NO. 4

LIST OF EQUIPMENT AND ACQUISITION COST

EQUIPMENT i
Walking Beam Furnace o EX90
Hot Mil EX90
Bell Aging Furnace “"EX90
Slab Mill EX9O
Finish Pickle Line "I-E-XQO
Four-High Rolling Mill m—EX90
Anneal/Pickle Line “"1.

2.

Degreasing Line -"I_EXQO

TOTAL

TO
URCHASE ORDER NO.
AND VENDOR

006/Seco-Warwick

003/Griset Engineering

012/RAD-CON Inc.

007/Integrated Industrial Systems

010/SMS Process Lines

002/Griset Engineering

EX90009/SMS Process
Lines

Anneal/Pickle Line
EX90008/Drever Company
Cont. Anneal Line

011/SMS Process Lines

$5

AC
CO

$1

$1

TAL
QUISITION
ST

5,500,000.00




EXHIBIT 10PP

EIGHTH AMENDMENT
TO MASTER LEASE AGREEMENT AND EQUIPMENT SCHEDULES

THIS EIGHTH AMENDMENT TO MASTER LEASE AGREEMENT ANEQUIPMENT SCHEDULES ("this Amendment") is made and
entered into as of the 31st day of December, 200BRUSH WELLMAN INC., an Ohio corporation (the "tsee"), and NATIONAL CITY
BANK, a national banking association, for itselflaas agent for certain participants (the "Lessor").

RECITALS:

A. The Lessee and the Lessor entered into a Mastese Agreement, dated as of December 30, 19%6nasded by the First Amendment to
Master Lease Agreement, dated as of Septembe®Z, fie Second Amendment to Master Lease Agreeamehfmendment to
Disbursement Schedules, dated as of January 26, 89 Third Amendment to Master Lease AgreemedtAanendment to Equipment
Schedules, dated as of September 30, 1999, théhFdorendment to Master Lease and Waiver, dated &gy 16, 2000, and Consolidated
Amendment No.1 to Master Lease Agreement and Eqnp@chedules, dated as of June 30, 2000, Contlidanendment No.2 to Master
Lease Agreement and Equipment Schedules, datefdvaroch 30, 2001 and Consolidated Amendment Noldiaster Lease Agreement and
Equipment Schedules, dated as of September 28,(2004ctively, together with all Exhibits and Scldes thereto, the "Lease Agreement"),
under which the Lessor agreed to lease to the besm#ain equipment to be used by the Lessee Blnitsre, Ohio, facility, subject to certain
conditions and in accordance with the terms thereof

B. Capitalized terms used herein and not otherdeésimed herein shall have the meanings assignseddo terms in the Lease Agreems



C. The Lessee has requested that the Lessor cdngbetParent's acquisition (the "Acquisition")atifof the issued and outstanding capital
stock of a company (the "Acquired Company") idéatifand described in a disclosure letter, to biveledd by the Parent to the Lessor and
the participants care of the Lessor, which lettetllsbe approved by the Lessor in its sole disere(if, as and when so delivered and
approved, the "Disclosure Letter"). Without suchgent, the Acquisition would otherwise be prohitiby the provisions of Section XXIV of
the Lease Agreement (by reference to the definttioiPermitted Acquisition" set forth in Section Xthereof).

D. The Lessor is willing to grant such consent upod subject to the terms and conditions hereinaéeforth.
E. In addition, the Lessor and the Lessee haveedgreamend the Lease Agreement as hereinaftéortet
AGREEMENTS:

NOW, THEREFORE, in consideration of the foregoineckals and the mutual agreements hereinaftepstt, the parties hereby agree
follows:

1. Consent. Subject to the terms and conditiontkisfAmendment, including, without limitation, tHiection 1 and Section 3, below, the
Lessor hereby consents to the Acquisition. Thegoireg consent of the Lessor is subject to the Rarand the Lessee's performance and
satisfaction of each and all of the following cdiuatis:

(i) all of the terms and conditions contained ia tiefinition of "Permitted Acquisition” set forth Bection XXV of the Lease Agreement
(other than the condition contained in clause tfi€reof, which shall be deemed satisfied upon tleetiveness of this Amendment) shall h
been satisfied prior to the consummation of theuAsition;



(i) the aggregate of (A) the aggregate considenalin whatsoever form, including, without limitauti, liabilities assumed by any Lease Party
and consulting agreements, hon-competition agreenégolden parachute" agreements and the like)ired to be paid in cash, directly or
indirectly, by the Lessor, or any of the Particifsanvhether at the closing of such acquisitionroaaleferred basis, in connection with the
Acquisition and (B) the aggregate amount of alsfammmissions, and other expenses incurred blyessor, in connection with the
Acquisition shall not exceed Twelve Million Dolla§$12,000,000);

(iii) not later than ten (10) Business Days printhie date on which the Acquisition is consummatteel Parent shall deliver to the Lessor true
and complete copies of the final acquisition agreeiin respect thereof and all other material agexds by which the Parent or any other
Lease Party will be bound in connection with theydisition;

(iv) the Acquisition shall be consummated on tenosless favorable in any material respect to e than the terms therefor previously
disclosed to the Lessor and the participants; and

(v) the Acquisition shall be consummated no lat@ntSeptember 30, 2002.

2. Amendments to the Lease Agreement. Subjeckttetims and conditions of this Amendment, includimighout limitation, Section 3,
below, the Lease Agreement is hereby amended lasviol

A. Section XXIII (General Financial Standards) msended and restated in its entirety to provideols\iis:

Lessee agrees that so long as this Agreement renmag@ffect and thereafter until all obligationsLessee hereunder shall have been paid and
performed in full, Lessee will observe and causkembserved each of the following:
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(a) RATIO OF CONSOLIDATED TOTAL DEBT TO CONSOLIDATE TOTAL ADJUSTED CAPITAL AND INTEREST COVERAGE
RATIO.

(i) Lessee will not at any time permit the ratigpeessed as a percentage, of (i) the amount ofdidased Total Debt to (ii) Consolidated
Total Adjusted Capital, to exceed (A) 50% from tiae of this Agreement through and including Sep&m30, 2001, (B) 43% for the period
commencing October 1, 2001, through and includiegdinber 31, 2001; (C) 45% for the period commendargiary 1, 2002, through and
including September 30, 2002; and (D) 50% on atet &ctober 1, 2002.

(i) Lessee shall not permit the Interest Coverggéio, as of the end of either of the fiscal quartd the Parent ending on June 30, 2002 and
September 30, 2002, to be less than 1.00 to 1r@9ided, however, that (i) if the Acquisition oceuduring the Parent's first fiscal quarter of
2002, the Lessee shall not permit the Interest 2mesRatio, as of the end of the fiscal quarteéhefParent ending on June 30, 2002, to be
less than 1.30 to 1.00, and (ii) if the Acquisitimerurs during the Parent's second fiscal quaft2®@2, the Lessee shall not permit the Inte
Coverage Ratio, as of the end of the fiscal quarfténe Parent ending on September 30, 2002, tedsethan 2.25 to 1.00.

(b) RATIO OF CONSOLIDATED TOTAL DEBT TO CONSOLIDATE EBITDAR. Lessee will not permit the ratio at amye of (x) the
amount of Consolidated Total Debt at such timeyyddonsolidated EBITDAR for the Testing Period miestently ended, to exceed (i) 3.50
to 1.00 for the Testing Period ending June 30, 2(0)®.25 to 1.00 for the Testing Periods end8eptember 30, 2000 and December 31,
2000, (iii) 3.00 to 1.00 for the Testing periodslieg March 31, 2001, June 30, 2001 and Septembhe2(8X1, and (iv) 3.50 to 1.00 for each
Testing Period ending on and after December 312;20@vided, however, that for the purposes of thasise (iv), (A) the term "Testing
Period" shall mean, as to each of the fiscal qumgading on the following dates only, the respectieriod set forth opposite such fiscal
quarter:

Fiscal Quarter Ending Testing Period

December 31, 2002 October 1, 2002 thro ugh December 31, 2002
March 31, 2002 October 1, 2002 thro ugh March 31, 2003, and
June 30, 2003 October 1, 2002 thro ugh June 30, 2003.

and (B) in computing such ratio for the Testingi®&ending December 31, 2002, Consolidated EBITBARII be deemed to mean an
amount equal to Consolidated EBITDAR for such Tes®eriod, times four (4); in computing such rédtiothe Testing Period ending March
31, 2003, Consolidated EBITDAR shall be deemed éamamount equal to Consolidated EBITDAR for suektifiig Period, times two (2);
and, in computing such ratio for the Testing Peaading June 30, 2003, Consolidated EBITDAR shallbemed to mean an amount equal
to Consolidated EBITDAR for such Testing Periothds one and one-third (1 1/3).

(c) CONSOLIDATED FIXED CHARGE COVERAGE RATIO. Lessavill not at any time
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permit the Consolidated Fixed Charge Coverage Ratie less than 2.00 to 1.00 for any Testing Rlezizding on or before September 30,
2001, or permit the Consolidated Fixed Charge CayeRatio for any of the Testing Periods set fbdlow to be less than the ratio set forth
opposite such Testing Period:

Fiscal Quarter Ended Minimum Fi xed Charge Coverage Ratio
December 31, 2002 1.00to 1. 00
March 31, 2003 1.25to0 1. 00
June 30, 2003 and thereafter 1.50to 1. 00;

provided, however, that for the purposes of thisti8a XXIII (c), the term "Testing Period" shall eue, as to each of the fiscal quarters en
on the following dates only, the respective pesetforth opposite such fiscal quarter:

Fiscal Quarter Ending Testing Period

December 31, 2002 October 1, 2002 throu gh December 31, 2002
March 31, 2003 October 1, 2002 throu gh March 31, 2003, and
June 30, 2003 October 1, 2002 throu gh June 30, 2003.

(d) CONSOLIDATED TANGIBLE NET WORTH. Lessee, therBat and the Subsidiaries will not permit the Cdidsded Tangible Net
Worth to be less than $200,000,000 as of Decembe2®1 or at any time thereafter.

B. Section XXIV (m)(e) of the Lease Agreement isemtied and restated in its entirety to provide Hevis:

(e) CAPITAL EXPENDITURES: The Parent, Lessee arelSlubsidiaries shall be permitted to make Cons@lii€apital Expenditures,
provided that (A) expenses for mining property npland equipment shall not exceed $25,000,000 guanity consecutive thirty-six (36)
month period, and (B) Consolidated Capital Expands, excluding expense for mining property, ptarmg¢quipment, do not during any fiscal
year of the Parent exceed the amount specifiedbr

Fiscal Year Ending Amount
December 31, 2000 $35000000
December 31, 2001 $40000000
December 31, 2002 $25000000
December 31, 2003 $35000000

C. The following proviso is added to the end oftBecXXIV
(n)(e) (Covenant) of the Lease Agreement immedjaier the word "time" and before the period:
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; provided, however, that the sale by Brush Wellapan, Ltd. of its Accounts to SMBC Finance Cdl, [pursuant to the proposed
Agreement on the Sales of Notes in the form dedig¢o the Lessor prior to March 14, 2002 may bé wétourse, but only so long as the
aggregate amount for which Brush Wellman Japan, had recourse liability does not at any time edc&®000,000.

D. Section XXIV (q) (Dividends, Stock Repurchaste, eof the Lease Agreement is amended and resiaitxlentirety to provide as follows:
(q) DIVIDENDS, STOCK REPURCHASE, ETC.

(i) The Parent will not directly or indirectly deck, order, pay or make any dividend (other thaiddnds payable solely in capital stock of
Parent) or other distribution on or in respectmf aapital stock of any class of the Parent, wheblygreduction of capital or otherwise.

(i) The Parent and Lessee will not directly orinedtly make, or permit any of the Subsidiarieslir@ctly or indirectly make, any purchase,
redemption, retirement or other acquisition of @iy of its capital stock of any class (other thamaf consideration consisting solely of cag
stock of that person), or (B) any warrants, rigiiteptions to acquire or any securities convertible or exchangeable for any of its capital
stock.

E. Section XXIV (u) (Certain Leases) of the Leagge®ement is amended and restated in its entirgiyaeided as follows:

(u) CERTAIN LEASES. None of the Parent, Lesseeher§ubsidiaries will permit the aggregate payméisluding any property taxes,
insurance or maintenance obligations paid by threrRaLessee and the Subsidiaries as additionabrdease payments) by the Parent, Le
and the Subsidiaries on a consolidated basis wagteements to rent or lease any real or persoopepy for a period exceeding 12 months
(including any renewal or similar option periods)her than any leases constituting Capital Leg&gsthetic Leases or, subject to Paragraph
(s), above, leases between the Parent and Lesteadn Subsidiaries or between the Parent or Lesska Subsidiary), to exceed in any
fiscal year of the Parent an amount greater th@®%.of the Consolidated Net Worth of the Parerifabe date of the financial statements
then most recently furnished to Lessor and thedfaants under Section 1V(b)(i).

F. The following definition is added to Section XXZertain Definitions) of the Lease Agreement iogar alphabetical order:
Acquisition shall have the meaning ascribed to gaam in the Eighth Amendment to this Lease Agre@me
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G. The definition of "Consolidated Fixed Charge €age Ratio" in Section XXV (Certain Definitiond)tbhe Lease Agreement is amended
and restated to provide as follows:

Consolidated Fixed Charge Coverage Ratio shall irfeaany Testing Period, the ratio of (a) Consalétl EBITDA for that Testing Period
(b) the sum of (i) Consolidated Interest Expenst @ansolidated Income Tax Expense for that TedRiaigod, PLUS (ii) scheduled or
mandatory repayments, prepayments or redemptiomsgdilnat Testing Period of the principal of Indetihess with a final maturity date more
than one year after the end of that Testing PeRadlS (iii) the sum of all payments for dividendgyck repurchases or other stock
redemptions, and other purposes described in seX¥dV, if any, in each case on a consolidated $&si the Parent, Lessee and the
Subsidiaries for such Testing Period; PLUS

(iv) Consolidated Capital Expenditures for thatfiregs Period; provided that notwithstanding anythiaghe contrary contained herein, the
Consolidated Fixed Charge Coverage Ratio for arggiig Period shall (A) include the appropriate fioial items for any person or business
unit which has been acquired by Lessee and thenRareany Subsidiaries for any portion of suchtifesPeriod prior to the date of
acquisition, and (A) exclude the appropriate finahitems for any person or business unit which lieen disposed of by Lessee, the Pare
any Subsidiary, for the portion of such Testingi&gprior to the date of disposition.

H. The definition of "Consolidated Net Worth " ir&ion XXV (Certain Definitions) of the Lease Agneent is amended by adding the
following clause to the end of such definition:

and PROVIDED FURTHER that Consolidated Net Worthlsbe calculated

(i) before the effect of FAS 133 - Accounting foefvatives Instruments and Hedging Activities ad5FL38 - Accounting for Certain
Derivatives Instruments and Certain Hedging Adeéit(prior to the "Delivery Date" of this Amendmeatthe Lease Agreement, such item
appearing under the stockholders' equity categeoyeign Currency Translation Adjustment”) andiiijhout reduction for Directors
Deferred Compensation (prior to the "Delivery Dadéthis Amendment to the Lease Agreement, such @ppearing under the stockholders'
equity categories "Other Equity Transactions - Drefé Directors Shares and Deferred Compensation");
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I. The following definition is added to Section XXCertain Definitions) of the Lease Agreement iopg@r alphabetical order:

Interest Coverage Ratio means, as of the end ofisegl quarter of the Parent, the ratio of (i) Golidated EBITDAR for such fiscal quarter
to (i) an amount equal to the sum of (a) Consadéiddnterest Expense for such fiscal quarter, i€ onsolidated Rental Expense for such

fiscal quarter.

J. The definition of "Lease Party" in Section XX&¢rtain Definitions) of the Lease Agreement is adeghby inserting the parenthetical
"(other than Lessor)" immediately following the widiperson™ and before the world "that".

K. The definition of "Permitted Precious Metal Cmmnents" in

Section XXV (Certain Definitions) of the Lease Agment is amended by deleting therefrom the wordshamerals "does not exceed an
amount greater than $140,000,000" and insertinlgeair stead, immediately following the words "th@smsignment arrangements" the words
and numerals "(that is, the aggregate outstandibgity, fixed or contingent, but without dupliéan, of all Credit Parties in respect of all
such consignment arrangements) does not exceed %7000 at any time".
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L. The Pricing Grid Table and the last sentencihefdefinition of Applicable Margin contained in likit No. 2 Equipment Schedules are
amended and restated in their entirety to proviimbows:

PRICING GRID TABLE
(expressed in basis points per annum)

RATIO OF CONSOLIDATED TOTAL DEBT TO
CONSOLIDATED EBITDAR APPLI CABLE MARGIN

Greater than or equal to 5.00 to 1.00 375

Greater than 4.00 to 1.00 and less than 325
5.00 to 1.00

Greater than 3.50 to 1.00 and less than or 275
equal to 4.00 to 1.00

Greater than 3.00 to 1.00 and less than or 225
equal to 3.50 to 1.00

Greater than 2.50 to 1.00 and less than or 200
equal to 3.00 to 1.00

Less than or equal to 2.50 to 1.00 175

(i) Notwithstanding anything to the contrary contd in the foregoing, from April 1, 2002, througidancluding December 31, 2002, and
thereafter until changed hereunder in accordantietive provisions of the Pricing Grid Table setlicabove, for all purposes of this Lease
Agreement, the Applicable Margin shall be threedred seventy-five (375) basis points per annum;(@nthe charging of Applicable
Margin based upon the foregoing Pricing Grid Tdldsed upon the first three ratio levels (readiognftop to bottom) set forth therein shall
not be construed to waive any Event of Default Wwhitay exist under paragraph (b) Section XXIII hédimit any right or remedy of the
Lessor by reason thereof.

3. Delivery Date; Conditions Precedent. The consenhforth in Section 1, above, and the modificedito the Lease Agreement set forth in
Section 2, above, are subject to the Parent angekésperformance of the following (the date orchviaill have been performed being the
"Delivery Date"):

A. The Lessee's secretary or treasurer shall hextigied to the Lessor (i) a copy of the
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resolutions duly adopted by the Lessee's boardrettdrs in respect of this Amendment; (i) truelaorrect copies of the Lessee's current
Charter or Articles of Incorporation and By-lawsQude of Regulations; (iii) the names and true atigres of the officers of the Lessee
authorized to sign this Amendment on behalf oflthssee; (iv) that, after giving effect to the ammedts set forth herein, no Default or
Potential Default exists; and (v) the representatiand warranties of the Lessee under the LeasseAmnt are reaffirmed as of the Delivery
Date, subject only to variance therefrom acceptabthe Lessor.

B. The respective secretary or treasurer of therRand of Brush Ceramic Products, Inc. and BrussoRrces, Inc. (the "Subsidiary
Guarantors") shall have certified to the Lessoa (opy of the resolutions duly adopted by its Haxrdirectors in respect of this Amendment;
(i) true and correct copies of its current ChadeArticles of Incorporation and By-laws or CodeRegulations; (iii) the names and true
signatures of its officers authorized to sign tleafirmation of Guaranty and Security Documents Antendment to Intercreditor and
Collateral Agency Agreement described below on Betiat; and (iv) that, after giving effect to trmendments set forth herein, no Default
or Potential Default exists.

C. Counsel to the Lessee, the Parent and the Safys(@uarantors shall have delivered to the Leasaritten opinion as to the due
authorization, execution, delivery and enforceapiif this Amendment and the other documents desdrin paragraphs G and H of this
Section 3, in form and substance satisfactory éd_#ssor.

D. The Lessee shall have paid to the Lessor, b#nefit of the Lessor and its participants, apradment fee in the amount of One Hundred
Fifty Thousand Dollars ($150,000).

E. The Lessee, the Parent, and the Subsidiary Gteasashall have executed and delivered to thedresgch Security Documents, and shall
have taken or caused to be taken such
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other actions, if any, as the Lessor may reasorddsyn necessary or appropriate to cause the Lesdem' on the Lease Parties' patents and
registered marks and applications therefor to gestered with the Office of Patents and Trademafkbe United States Department of
Commerce.

F. The Lessee shall have delivered or caused tieldgered certificates of good standing for thedess the Parent and the Subsidiary
Guarantors issued by the Secretary of State, @r apropriate office, of the state of its incogiam.

G. The Lessee shall cause the Parent and the $argsiliarantors to execute and deliver to the Lessmnfirmation of Guaranty and
Security Documents in form of Attachment 1 hereto.

H. All of the parties to the Intercreditor and @Gddral Agency Agreement dated September 28, 208llLstve executed and delivered to the
Lessor a First Amendment to Intercreditor and Qe Agency Agreement in the form of Attachmeitte2eto.

I. All of the parties to the Credit Agreement shislve executed and delivered an amendment theréom and substance satisfactory to the
Lessor, and all conditions to its effectivenesdldtave been satisfied.

J. The Lessee shall have delivered or caused delbered such other documents as the Lessor naapnably request.

4. No Other Modifications. Except as expressly pted in this Amendment, all of the terms and cdodg of the Lease Agreement remain
unchanged and in full force and effect.

5. Governing Law; Binding Effect. This Amendmenabtibe governed by and construed in accordancetivittiaws of the State of Ohio and
shall be binding upon and inure to the benefihefltessee, the Lessor, and their respective swrsamsd assigns.

6. Counterparts. This Amendment may be executséparate counterparts, each of
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which shall be deemed to be an original, and altloith together shall be deemed a fully executedeagent.

7. Miscellaneous.

A. The Lessee agrees to pay on demand all costexgehses of the Lessor, including reasonableratyst fees and expenses, incurred in
connection with the preparation, execution andvee}i of this Amendment and the other documentsatoptated hereby, including, without
limitation, the Amendment to Intercreditor and @tdral Agency Agreement.

B. This Amendment is executed in accordance withsubject to
Section XIX(g) of the Lease Agreement. The execeytielivery and performance by the Lessor of thisehdment shall not constitute, or be
deemed to be or construed as, a waiver of any, nigiwer or remedy of the Lessor or a waiver of proyvision of the Lease Agreement,

except as expressly stated herein. None of thagiome of this Amendment shall constitute, or berded to be or construed as, a wavier of
any Default or Potential Default.

IN WITNESS WHEREOF, the Lessee, the Lessor angatticipants have hereunto set their hands aseodidle first above written.

LESSEE: LESSOR:
BRUSH WELLMAN INC. NATIONA L CITY BANK,
FORITS ELF AND AS AGENT FOR CERTAIN PARTICIPANTS
By: By:
Ja nice E. Focke, Senior Vice President
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THE FOREGOING AMENDMENT is hereby acknowledged, sented and agreed to by each of the undersigndtebyrespective duly
authorized officers as of the day and year firsivabwritten.

Address:
1404 East Ninth Street

Cleveland, Ohio 44114
Fax: (216) 274-5507

Address:
P.O. Box 755 (111/10W)

Chicago, IL 60690-0755
Fax: (312) 461-5225

Address:

1350 Euclid Avenue, ML 4432
Cleveland, Ohio 44115
Fax: (216) 623-9208

Address:

One West Pennsylvania Avenue

Suite 1000
Towson, Maryland 21204
Fax: (410) 769-9313

Address:
One Foundation Plaza
Buffalo, New York 14203
Fax: (716) 848-7318

FIFTH THIRD BANK, an Ohio banking corporation,
f/k/a Fifth Third Bank, Northeastern Ohio

By:

Title:

HARRIS TRUST AND SAVINGS BANK

By:

Title:

U.S. BANK NATIONAL ASSOCIATION, f/k/a Firstar
Bank, N.A.

By:

Title:

LASALLE NATIONAL LEASING CORPORATION

By:

Title:

MANUFACTURERS AND TRADERS TRUST COMPANY

By:

Title:




Exhibit 13
OUR BUSINESS

Brush Engineered Materials Inc., through its whollyned subsidiaries, is a leading manufactureiigif performance engineered materials
serving the global telecommunications and compuigtical media, automotive electronics, industtiaiponents, aerospace and defense
appliance markets.

The Company's subsidiaries are organized into epontable segments:
Metal Systems and Microelectronics.

Metal Systems includes Brush Wellman Inc. (Allop@ucts and Beryllium Products) and Technical Matsrilnc. Brush Wellman Inc. is the
only fully integrated producer of beryllium, beiiyiin alloys and beryllia ceramic in the world. Indétebn, Brush Wellman manufactures high
performance copper-based spinodal alloys and Brogineered bronze products. Technical Materiats,produces engineered material
systems including clad metals, plated metal, ebactream welded, solder-coated and reflow materials.

Microelectronics includes Williams Advanced Matésilmc. and Electronic Products, which consistZerfitrix Technologies Inc. and Brush
Ceramic Products Inc. (a wholly owned subsidiarBafsh Wellman Inc.). Williams Advanced Materiafe ] manufactures precious metal
and specialty alloy products. Zentrix Technolodies produces electronic packaging, circuitry andvgder metal products. Beyond its
manufacturing capabilities, Zentrix markets andritistes beryllia ceramics for Brush Ceramic Prddunc.

Portions of Brush International, Inc. are includedoth segments. The Company, with operationsjsecenters or major office locations in
North America, Europe and Asia, has 1,946 emplay

Brush Engineered Materials Inc. is traded on ther Nerk Stock Exchange under the symbol B



FINANCIAL HIGHLIGHTS

(Dollars in millions except per share amounts)

Net Income (Loss) as reported . ........

Net Income (Loss) per share (diluted) as reported
Dividends pershare ..............
Shareholders' equity per share .........

REVENUE BY SEGMENT
[PIE GRAPH]

63% Metal Systems Group
36% Microelectronics Group
1% Other

REVENUE BY MARKET
[PIE GRAPH]

42% Telecommunications and Computer
15% Optical Media

12% Automotive Electronics
10% Industrial Components
8% Aerospace and Defense

8% Other
5% Appliance

REVENUE BY
GEOGRAPHIC AREA
[PIE GRAPH]

72% Domestic
28% International

CONTENTS

Letter to Shareholders . . ............
Building on Our Strengths to Create Customer Soluti
Management's Discussion and Analysis . ... ...

Reports of Independent Auditors and Management . .

Consolidated Financial Statements. . .......
Notes to Consolidated Financial Statements . . . .
Selected Financial Data. . . ...........
Corporate Data. . . ................

Brush Engineered Materials Inc. Directors, Officers

2001 2000 1999
4726 $ 563.7 $ 455.7
(10.3) 142 64
(062) 0.86  0.40
0.24 048 048
12.98 1411 13.62




[PHOTO]
To Our Shareholders:

On many fronts,2001 was a difficult year. Brush iBegred Materials was impacted significantly by gfebal economic slowdown and the
unprecedented reversal of demand from the telecariwations and computer markets. Our sales andreggisiuffered as a result.

Sales for the year of $472.6 million were 16% beR800's record level. For the year, the Compangrteg a net loss of $10.3 million, or
$0.62 per share, compared to net earnings of $tdlidn, or $0.86 per share, in 2000.

Clearly, these results are disappointing, espgdiallowing the strong results of 2000 when robdsinand crossed all of our major markets,
resulting in a 24% increase in sales and a moredbabling of earnings from the year earlier.

In a number of ways, our financial results mirttoe broader economic conditions experienced throutg?@01. Demand from the once-
booming technology sector suddenly and unexpectedfed downward in the first half of 2001, resuidtin a major drop in capital spending
and the creation of significant excess capacityiamentories throughout the supply chain.

SALES BY MAJOR MARKET
(Dollars in millions)

[GRAPH]
TOTAL ANNUAL SALES
(Dollars in millions)

[GRAPH]
- Telecommunications and Computer
- Optical Media
- Automotive



Business conditions weakened in other sectorsatoa by the second quarter, the U.S. economy hadezhinto recession, marking an end to
the prolonged economic expansion. Outside of NArtterica, other major world economies experiencadgikh or negative growth.

Beyond the drop in demand from the telecommunioateEnd computer markets, which have historicalboanted for about 50% of the
Company's sales, we encountered softening in ntbest &ey markets such as aerospace and plastictomldg. Customer demand from e
of these markets began to slow throughout thetimfftof 2001 and persisted at these levels throwgin end and into early 2002.

Optical media and data storage markets, in contrastinued to generate strong demand in the peatially offsetting the sales decline
elsewhere in the organization.

BUSINESS PERFORMANCE REVIEW. Brush is organizeaitwo major business segments, Metal Systems ancb®lectronics. To
highlight 2001 performance by segment:

Metal Systems, comprised of Brush Wellman Inc.l®¥WProducts and Beryllium Products business wanit Technical Materials, Inc. (TMI
was significantly affected by a reversal of demtrat just one year earlier produced record, dodié-revenue growth. Groupwide, sales
and earnings were well below 2000 levels. The dehalap was led by the telecommunications and coemputrkets, resulting in a 19%
decline in sales for Alloy and a 39% reductionates for TMI. While Alloy posted a loss for the ye@MI remained profitable, although at a
reduced level.

Both Alloy Products and TMI carried out aggressaetions to lower costs and improve cash flow inytear. In the second half of 2001, Al
Products lowered employment levels by 32% and aalistly reduced inventories and overall spendirgl reduced its workforce by nearly
30% and substantially reduced costs.

The strongest performer in the group was BeryllRimducts which achieved a solid year of sales drant profitability in 2001. This unit
accounts for more than 9% of Metal Systems' saldglarives a significant amount of its revenue froititary and defense markets which
experienced positive growth in the year.

[PICTURE]
Telecommunications connectors use copper berylétrip alloys to support transmission of power aigtals.
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The Microelectronics Group includes Williams AdvaddVvaterials Inc. (WAM), and Electronic Products.

Microelectronics' 2001 sales were lower than tlevipus year. Electronic Products accounted fonthagority of the drop in the
Microelectronics Group's sales volume, due largels slowdown in wireless and fiber optic infrasture markets.

Earnings for the group, while lower than 2000 leyelere driven by the continued strong performarid&AM, which achieved record
profits for the year. Net of precious metal prigigAM's value-added contribution grew by more ti&96 in 2001.

Of particular note was WAM's continued strengtiplysical vapor deposition targets used in a vaiégnd-use markets including optical
media (DVDs and CD-R) and magnetic storage.

Also during the year, WAM added to its sales armtpct capabilities by acquiring the manufacturisgeds of a former competitor that was
exiting the business. A successful integratiorhoke assets into existing WAM operations has beempteted.

MEETING THE CHALLENGE HEAD ON.Against this backdrpfhe Company was faced with a number of skent challenges demandi
a prompt and disciplined response.

Brush Engineered Materials launched a number efbie mitigating actions to align the Company's strsicture with the drop in sales. M
notably, a number of cost reduction and cash flutiatives were implemented in the third and fougtharters to lower the Company's
breakeven point substantially, improve the balateet and strengthen the prospect of strongemggrmihen our markets resume their
growth.

SALES/AVERAGE NUMBER OF EMPLOYEES
(Dollars in thousands)

[BAR GRAPH]
97 212.3
98 189.5
99 206.0
00 237.0
01 212.6

NUMBER OF EMPLOYEES

[BAR GRAPH]
97 2160
98 2167
99 2257
00 2500
01 1946

[PICTURE]

Connection sockets using Brush Wellman alloys st#rgencreased performance requirements of powegw computer microprocessors.
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These initiatives included a 22% workforce reduttaross the organization, the closing of the Tarea California service center, extended
plant idlings, shortened work weeks, efficiencyiatality and quality improvements throughout thamufacturing system, wage freezes and
other employee benefit changes, and the eliminatmmhreduction of certain corporate supply andisersosts.

Many of the cost reductions made are permanentdhie sustained when higher volumes resume.

Additionally, the Company improved liquidity andsteflow by taking aggressive actions to reduceritwmeées, collect receivables faster and
limit capital spending. While we are committedorieasing shareholder value, we also felt it waslgmnt to suspend the quarterly cash
dividend.

As a result of all of these actions, cash flow ioyad and debt was reduced during the second h#ikofear.

| am encouraged by our progress in reducing coststengthening our balance sheet, and look fahwathis momentum carrying through
2002 and beyond.

BERYLLIUM HEALTH AND SAFETY. As a result of our fareaching and proactive testing and research cetatthe unique health issues
associated with beryllium production, we have icerg years attracted the interest of trial attosreyd, in turn, certain sensationalized media
coverage related to these issues. Although it bas b sometimes frustrating period, | am pleaseeport our continued exoneration by
unbiased third parties who have taken the timatefally weigh all the complex facts.

In 2001, we received, in Jefferson County ColorBikirict Court, a unanimous jury verdict after agti+week trial. In addition, we received
favorable rulings from a variety of judges in s@latates involving workers exposed to berylliurtipalate.

[PICTURE]

Magnetically transparent bulk product alloys alloivand gas drilling customers to achieve improdeiding performance, as well as less
equipment corrosion and fatique.



We continue to move forward with resolve to findbaers to this complicated medical issue. We havik&bwith the National Institute for
Occupational Safety and Health (NIOSH) in condugrtidditional detailed research in our manufactudpgrations. Not only have we further
improved many of our workplace safety practicea assult, but we have also earned the attenti@ersin regulatory bodies who are
interested and supportive of this research. Wéapeful that we are on course to permanently eatdelicealth problems associated with
beryllium production.

MAKING THE DIFFERENCE. As always, we recognize ihgortance of our devoted and loyal employees ornsts and shareholders.

On behalf of the Board of Directors, | would lileethank our 1,946 employees for their responsiveaes ingenuity in dealing with the ma
challenges we faced in the year. | would also titkehank David Burner, Chairman, President and {Executive Officer of Goodrich
Corporation, for his six years of service as a @oeof the Company. Dave was faced with unavoieabheduling conflicts and was unable
to continue to serve as a Director.

During the year, we strengthened our requirememtsenior executive leadership in the parent combgmaming Bill Seelbach to President
of Brush Engineered Materials Inc. Bill servestiistrole in addition to his overall responsibilityr Brush Wellman Inc., Brush Resources
Inc. and Brush International, Inc.

In turn, Brush Wellman Inc., our largest wholly oeehsubsidiary, enhanced its senior management iditipalwith the appointments of Don
Klimkowicz to Vice President of Operations and Didlpple to Vice President, Strip Products, for &y Group. Both joined Brush during
the year following extensive careers in major N&ktherican materials and metals companies, respygtiv

Additionally, Dick Sager was named President ofl\fihs Advanced Materials, positioning him to suetdack Paschall who continues as
WAM's Chairman and CEO.

FOREIGN SALES
(Dollars in millions)

[BAR GRAPH]

97 142.4
98 129.1
99 137.5
00 149.6
01 134.3

[PICTURE]

Williams Advanced Materials provides a single seuiar electronic packaging customers. Above: fréithassemblies for hermetically sea
packages.



LOOKING AHEAD. While | am not satisfied with ourles and earnings performance during the year, particularly motivated by our ow
strengthened ability to leverage new demand tasesd bottom line improvement.

The Company's revenues will improve in step witk@very in the telecommunication and computer etarkOnce our customers'
diminishing inventories are worked off, even a nratke increase in their demand will impact our bessfavorably.

Our planning assumptions do not include a repetiteophenomenal growth that had defined these nsaitkeecent years. In fact, many
observers point to the previous run up in telecomications and computers as an anomaly and notisabte. Rather, we have reshaped and
repositioned ourselves to benefit from a solid,lote measured level of growth from these twoaaltmarkets, as well as from the
additional demand generated by a pick up in ouverotharkets.

It is also encouraging to see that despite the@oanoverhang, technology has continued to advariie.bodes well for our materials and
components which are being designed into a numieew and highly demanding end-use applications siscthose highlighted later in this
report. Across the product range, we are meetiraxoeeding the ever-higher performance thresholdsefiability, miniaturization, thermal
and electrical conductivity, reflectivity and stggh.

Entering its 71(st) year in business, Brush Engeg&/aterials has a well-earned reputation for Bswee. | am confident that we are moving
into the future with the right organization and tfetermination to maintain that fine tradition aeturn Brush Engineered Materials to the
level of performance you expect.

To our shareholders, your patience and suppor@reeciated.

/sl Gordon D. Harnett

CGordon D. Harnett
Chai rman and Chi ef Executive O ficer

[PICTURE]

Packaging products from Zentriz Technologies adelyiused throughout today's telecommunicationgpaggent.
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Building on our strengths to create customer sofigti

Around the world, Brush Engineered Materials islwekitioned to deliver customer solutions throitgtglobal supply and extensive
technical and commercial assistance. Here, at Hals Network Interconnect Group Industrial Pregidiacility in Shenzhen, China, Lee Fu
Shong, Plant Manager (middle) reviews the plamfsbilities with Jeffrey Oei, Manager, China, Brigbliman (Singapore) Pte Ltd (left)
and Tony Ong, Managing Director, Brush Wellman {@ipore) Pte Ltd. Hon Hai's Shenzhen operation naatwfes connector parts for high
performance computer applications.



METALSYSTEMS
[PICTURE]
ALLOY STRIP PRODUCTS
Computer microprocessor speeds continue to actelara phenomenal pace, presenting new desiglercbas to makers of related parts.

The higher number of transistors on the microprecedie, coupled with its enhanced functionalitgs Isignificantly increased the
requirements for signal input and output lines. @teeis housed in a package that allows signal ections between the die and other areas of
the computer via golgtated pins. A receiving connection socket, soldenato the motherboard, completes the union awavalthe process

to be easily installed or removed.

With each measure of improved microprocessor perdoice, socket designers are tasked with addreasingnber of confounding factors.
illustrate:

Intel's new generation Pentium(R) 4 microprocessar AMD's Thunderbird microprocessor each requickests capable of accommodating
nearly 500 pins - nearly three times as many asimed| by the 486 microprocessor.

Other performance issues affecting design include:

- Faster microprocessor speeds have increasediedétirise,” resulting in the need to reduce "stakk" and lower impedance, which affe
switching speed.

- Lower operating voltages.

- Increased transistor density has also resultediditional electrical "noise."

- Higher power demands generate significantly higierating temperatures.

To help meet these more demanding requirementkesdesigners are increasingly selecting Brush Maatl's high performance alloys for
their unrivaled combination of strength, electricahductivity and thermal stability.

Focused on advancing trends, Brush Wellman hasaealtoy enhancement research and developmerdtinés underway in preparation for
the next generation of microprocessor.

High performance copper beryllium strip productswalfor the electrical mechanical contact in congpstand peripheral equipment. Inset:
The Northwoods connection socket, which utilizeadBrWellman alloys, and the new Intel Pentium(R)droprocessor it serves.

[PICTURE]
ALLOY BULK PRODUCTS

Textron Automotive turned to Brush Wellman anddies maker, Paragon Die & Engineering Company, tp hesolve a familiar problem in
plastic injection molding: thermal management.

The automotive components company produces veinisteiment panels in annual volumes of up to 20D its per mold. Textron's
experience with traditional steel tool materialsuléed in difficult-to-cool parts, affecting notlgrthe production of the instrument panel, but
also the entire work cell that is assembled intouéhicle.

Brush Wellman's MoldMAX(R) XL spinodal alloy prowed Textron a winning solution. Utilizing MoldMAX(Rh the central core of its mc
tooling, Textron realized substantially improvedral management, allowing cycle time to be redumedearly one third, boosting
productivity and lowering costs, while improvingaiity. For Textron, payback on the investment welsieved in just one month.

MoldMAX(R) XL, the newest addition to Brush Wellmardamily of MoldMAX(R) materials, is a copper-nigktin spinodal alloy developed
to provide the strength of P-20 tool steel withamted thermal conductivity and exceptional machiitab

The complex central core of a Chevrolet Venturessrument panel is produced by Textron Automotisiag plastic injection mold tooling
made of MoldMAX(R) XL coppe-nickel-tin alloys.



METALSYSTEMS
[PICTURE]
BERYLLIUM PRODUCTS

It isn't enough that the U.S. Air Force's F-16 Higp Falcon has to withstand extraordinary vibnatibeat and gravitational pressures flying at
1,500 miles per hour. This highly maneuverable catfighter must also maintain laser-like precisioits targeting capabilities.

Beryllium and beryllium-containing materials suchABeMet(R) from Brush Wellman help provide thesaver.

For years, defense contractor Lockheed Martin lsas beryllium products to construct the exteriornmted chassis for the F-16's Forward
Looking Infrared Sensing equipment (FLIR). The FlfitRctions to provide the "eyes" for identificatidracking and laser designation of
targets via real-time imagery presented to the.pllogether with its housing, the FLIR system ieneed to as a pod.

Throughout the development of its next generatidi®fpod, the Sniper XR (eXtended Range), LockheadiMworked with Brush Wellman
to test and specify beryllium materials that cappsut the lightweight and reduced drag requiremehthe system's low observable design.
Beryllium and AlBeMet(R) use in the gimbal and eptdesign also serve to meet the unique needsvditter and long standoff ranges,
permitting pilots to precisely acquire targets frardistance out of harm's way.

Beryllium and AlBeMet(R)'s low mass and high sté#s reduce vibration and improve the reliabilityhaf optical system for target
acquisition and tracking, while also providing a&effective solution for this demanding applicatio

The U.S. Air Force's F-16 combat fighter. Insetrylleim-containing materials from Brush Wellman are maathibg Axsys Technologies fi
use in Lockheed Martin FLIR systems.

[PICTURE]
TECHNICAL MATERIALS, INC.

Providing innovative, results-oriented solutionsiiguiding principle that sets TMI apart in the kadplace. It's the foundation of TMI's
approach to meeting the needs of customers who higheperformance connectors for the telecommuigicatand computer, and automot
electronics markets.

Designers of connectors in wireless handsets, pegamputers and automotive applications favor timévaled performance and reliability of
TMI electroplated materials. Now, customers araihg to TMI for yet another competitive advantage#r material costs.

TMI's advanced proprietary plating technology ttates into immediate bottom line benefits. Seleatfate(TM) allows more precise
application of high-value precious metals on stasgred formed parts. Material costs are reducedshyich as 60% while superior levels of
performance and reliability are also maintained.

TMI has increased electroplating capacity and ugegleechnology at its Lincoln, Rhode Island fagilithere, within one site, it has the
flexibility to offer customers a broad range ofastigic material solutions.

Further, TMI's unmatched customer support systemiges leading edge metallurgical expertise anig<ihthe-art technical assistance.

As the demands of telecommunications and compebhnblogy customers grow, TMI is firmly positionedprovide innovative, results-
oriented solutions.

Electroplating investments have allowed TMI to exte& material solution to its customers, as wed#rad users, through precious metal
savings. Inset:
Selec-Au-Plate(TM) technology applied on telecommunicatioosnectors



MICROELECTRONICS
[PICTURE]
WILLIAMS ADVANCED MATERIALS INC.

Day by day, little by little, the world is gettirglittle brighter...and products made by Williamdvanced Materials are playing an illuminal
role in this transformation.

Around the globe broadband technologies, lasetigasystems and lighting systems are being ilextalith components based on
compound semiconductor technology. These comporeatdesigned to meet the light or transmissionisieéthe future in ways that
traditional silicon-based semiconductors cannot.

Perhaps the most widespread of these applicataihe iLight Emitting Diode (LED). LEDs are tiny,idint and long-lasting lights that are
being installed in rapidly growing numbers in trafights, scoreboards, signs and automobile dysplen addition, with the development of
the white-color LED, conventional lighting as weoknit may eventually shift to LED technology.

Williams' EVAPro(TM) evaporation materials were é&ped specifically for use in the fabrication ofirgpound semiconductor components
found in LEDs, and other wireless and photonic dewi In what is known as physical vapor depositidsnAPro(TM) source material is
heated under vacuum until it evaporates and thposis onto a compound semiconductor wafer. EVARW)(materials, such as gold,
platinum, gold zinc, nickel and titanium, are usedreate the base, barrier or contact layers envtfer in a stringent, cleanroom
environment.

EVAPro(TM) addresses problems that can occur duiingdeposition, ensuring a splatter-free procésallows more stable production
parameters, optimizes the precious metal use aniizies film defects.

EVAPro(TM) has outperformed other materials in oostr and independent testing. It has positionediaftik, a global manufacturer of
metal and metal alloy materials for high-relialilitpplications, as the vendor of choice in wirelasd photonics technology. Further hiause
refining and shield cleaning services provide glgipoint of support for Williams customers' preanetal needs.

Williams' EVAPro(R) vapor deposition source matsrignset) are deposited on semiconductor wafestailed in demanding new light
transmission applications.

[PICTURE]
Zentrix Technologies Inc.

Imagine the technology that allows you to pick ugeHular wireless phone and check on the familgkenan airline reservation and transmit a
message to a global sales force - while stuckafffiet For hundreds of millions of cell phone usarsund the world, staying connected is
almost effortless...and it's reliable.

At the heart of the dependable and efficient weglmfrastructure are high-performance materiatduding proprietary metal/ceramic
semiconductor packaging products from Zentrix Tedbgies Inc.

The semiconductors in cellular base stations gémemmne of the most punishing temperatures founeldmnology-based equipment today.

Zentrix teamed up with major equipment providerddéoelop an innovative CuPack(R) packaging prothatt protects the semiconductor
chips by dissipating the high temperatures crebyeaimplifying signals from the tower base statitmthe cellular user.

Higher power semiconductors are essential as thestry gears up for the increased demands of trigivsgriarger amounts of wireless text,
e-mail and Internet data on a reliable basis.

In an industry where rapid changes in demand hatended lead times to an average of 14 weeks, iXdetterages its fully integrated
manufacturing base to dramatically reduce the fim@ order placement to delivery to as short asweek.

Customers appreciate enhanced scheduling religbdiver inventory costs and higher responsivegagsbilities. With fewer items to track,
Zentrix Technologies saves in inventory costs agmkegates additional sales opportunities throughuthique competitive advantage.

CuPack(R) packaging products from Zentrix proteetdemiconductor chips in cellular base stationliiens.



MANAGEMENT'S DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

20 01 2000 1999
(Millions, except for share data)
Net Sales ......cccevveeiiieniiieene, $ 47 26 $ 563.7 $ 455.7
Operating Profit (LOSS) .......ccccene. (1 4.1) 23.0 10.6
Diluted E.P.S .....coooieiiiiiiies $ 0 .62) $ 086 $ 0.40

Consolidated net sales were $472.6 million in 26@hpared to $563.7 million in 2000. Sales declih®&% in 2001 after growing 24% in
2000 over sales in 1999. Sales declined in eactiequaf 2001 after establishing five consecutivarterly records beginning in the fourth
quarter 1999. Sales from the Company's two replertalsiness segments - the Metal Systems Groughandicroelectronics Group (MEG) -
were lower in 2001 than in 2000, while sales frasthtgroups had increased in 2000 over 1999.

The fall off in sales in 2001 resulted from softepdemand from the Company's two largest markésdemunications and computer
electronics. This softer demand continued intdfitts¢ quarter of 2002. Strong demand from these itwaokets was primarily responsible for
the growth in sales in 2000. Demand from the autora@lectronics and industrial components mariets also lower in 2001 compared to
2000 while sales into the optical media storageketaand for defense applications improved durinches the last two years.

The sales order backlog at the start of 2001 was3®aillion higher than it was at the start of 20@bich was a record sales year. However,
the overall new order entry rate slowed down sigaiftly during 2001 while many existing orders weagceled, reduced or pushed out as
major demand generators continually adjusted fbegcasts, ordering patterns and inventory requéregs The sales order backlog was $91.1
million at December 31, 2001, a decline of $80.4iom from the beginning of the year.

The slowdown in sales began mainly in the domestickets in the first half of 2001. Internationdesagrew in the first six months of 2001
compared to 2000, but then declined over the Vestfuarters of the year. Sales from the Compantesriational service centers are typically
denominated in foreign currencies, primarily theoeyen and sterling. The dollar strengthened @raye against these currencies in 2001
compared to 2000, resulting in a reduced transheite of these sales. This adverse translatiomaingn sales was $4.5 million in 2001. The
dollar was also stronger in 2000 than it was in9.96sulting in an unfavorable $4.4 million tranigla effect on 2000's sales compared to
1999.

The Company faced increased pressures on itsgellioes in light of the economic conditions ofritgjor markets during 2001. While prices
may have been reduced on isolated individual agfidins, overall prices in 2001 remained on par Withprior year. During 2000, portions
businesses within both the Metal Systems GrouptleedEG had selective price increases.

In response to the fall off in sales, the Companityaited various cost reduction efforts beginninghe second quarter 2001 and continuing
throughout the balance of the year. Total manpaves reduced by 22% by year-end 2001 compared toapi@ning of the year. In addition,
various facilities operated at 32-hour work weeksd large portion of the year. Other cost reducétiorts included changes to employee
benefits, elimination or reduction of outside seevcontracts and use of various consultants, theng of a domestic service center and
renegotiation of supply agreements. These effafisdu to mitigate the impact of the lower sales rutliced the Company's breakeven sales
level. The one-time severance and other costs pteiment these initiatives totaled $2.6 million lre tsecond half of 2001, the majority of
which was recorded in selling, general and admtise (SG&A) expense.

Gross margin was $68.0 million (14.4% of sale2001, $118.7 million (21.1% of sales) in 2000 aBd.® million (20.2% of sales) in 1999.
The margin contribution lost due to the lower salelsime accounted for $35.3 million of the $50.7liom decline in margins in 2001
compared to 2000. The adverse currency impact esdomargins by an additional $4.5 million. The miyoof the remaining $10.9 million
decline in margins in 2001 was caused by the lgweduction volumes and extended plant shutdownslé/ttie manufacturing overhead
spending rate was reduced by year end, it wasedoiced as quickly or as much as the associatedigtiod volumes. Since the majority of
the reduction occurred in the second half of ther y®tal manufacturing overhead costs for the wlyelar, including inventory valuation
adjustments, were higher in 2001 than in 2000. vidi&able margin (sales less direct conversion dostading labor and supplies) as a
percent of sales was slightly higher in 2001 thB®000 as manufacturing improvements, mix issudscast savings more than offset the
unfavorable impact of the lower production volurirethe second half of the year.

Gross margins improved $26.8 million in 2000 ov@84. Increased sales volumes in 2000 as compark2P® provided an additional $43.8
million of margin. Offsetting a portion of this beifit was an increase in manufacturing overhea@®8d& million and an unfavorable currency
effect of $4.4 million. The overall product mix ettt was slightly unfavorable as well.
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SG&A expenses were $75.3 million, or 15.9% of sate2001 compared to $87.6 million, or 15.5% désain 2000. The majority of the
change in 2001 resulted from the cost reductiooresf net of the severance costs, in responseetiiver sales volume. Management
compensation plan expenses were $4.4 million law@001 than in 2000 as a result of the changeafitability. Corporate expenses
associated with chronic beryllium disease, inclgditigation, medical research and testing and mmnental, health and safety, declined by
$1.1 million in 2001 from 2000.

SG&A expenses increased by $17.0 million in 2008rcdk®99, but were unchanged as a percent of §dleanain cause of the increase was
higher legal costs associated with chronic bemililisease, other litigation matters and the cotpaestructuring. Selling expenses were !
million higher in 2000 in order to support the heglsales volumes and as a result of expansiorea€tmpany's marketing efforts. Expenses
under management compensation plans were $3.2miligher as a result of the improved level of padbility in 2000.

Research and development (R&D) expenses total&driflion in 2001, $7.4 million in 2000 and $8.5Ilain in 1999. R&D expenses as a
percent of sales were 1.3% in both 2001 and 208QL&% in 1999. The spending level within R&D waduced in 2001 as part of the
Company's overall cost reduction efforts. Givenribed to reduce spending levels, the R&D investrhastbecome more focused on the r
critical projects. Expenses were lower in 2000 timah999 as a result of a planned reduction inRRE&® activities supporting the Beryllium
Products unit.

Other-net expense was $0.4 million in 2001 compé&re®D.7 million in 2000 and $2.3 million in 1990ther-net includes exchange gains of
$2.3 million in 2001, $4.0 million in 2000 and $2x#2llion in 1999. The financing fee on copper amdgous metal inventories was $1.5
million lower in 2001 than in 2000 as a result@efuced inventories and lower available market ratbis expense was $0.3 million higher in
2000 than it was in 1999 due to the addition oé& opper financing arrangement during the firgtrtgr 2000. The other-net line also
includes the gain or loss on the disposal of fiassets, bad debt expense, amortization of intasgidets and other non-operating items.

The Company had an operating loss of $14.1 miilio2001 compared to an operating profit of $23.0iom in 2000 and $10.6 million in
1999. The reduced margins, due primarily to theciogales volumes plus the impact of expense ldages, caused the $37.1 million
difference in profits between 2001 and 2000. Preéis higher in 2000 than in 1999 as a result ohigker sales generating improved mar
offset in part by higher expenses.

Interest expense was $3.3 million in 2001 versug $4llion in 2000. Interest capitalized in assdicia with long-term capital projects was
$0.4 million higher in 2001 than it was in 2000 €Tdverage effective borrowing rate was lower in128@n in 2000 as was the daily average
outstanding debt. Interest expense was $0.5 mitligher in 2000 than it was in 1999 as the efféet bigher average borrowing in 2000,
caused by higher market rates and an increase t@dmpany's credit spread, more than offset thefliaf slightly lower debt levels.

The loss before income taxes was $17.4 milliond@12compared to income before income taxes of $h@I®n in 2000 and $6.4 million in
1999. A tax benefit rate of 40.9% was applied agfaime loss before income taxes in 2001. The nwjanges from the statutory rate include
the impact of benefits from foreign source incomd percentage depletion. The effective income ditex was 22.7% of income before incc
taxes in 2000 while an income tax benefit rate.8#®was used in 1999. The benefits from foreigmamincome and depletion applied to
2000 and 1999 as well. The 1999 rate was affectaallbrge research and experimentation tax cr8di. Note H to the Consolidated
Financial Statements for a reconciliation betwédenstatutory and effective tax rates.

The net loss for 2001 was $10.3 million, or $0.82 ghare diluted, compared to net income of $14llibbm or $0.86 per share diluted, in
2000 and $6.4 million, or $0.40 per share diluted,999.

SEGMENT DISCLOSURE

The Company aggregates its businesses into twaotedp® segments - the Metal Systems Group and tbeoMectronics Group. In prior
years, corporate expenses, as well as the operasntjs from the Company's beryllium mine andaotton mill in Utah, historically were n
included in either segment and were shown in tHeOgher" column in the segment disclosures.

As a result of the corporate restructuring complete January 1, 2001, the Company changed how ftostdetween its various businesses
and the corporate office. Certain costs that preshowere recorded at the corporate office, prilmaxpenses related to beryllium health and
safety and chronic beryllium disease, are beinggathto the responsible businesses beginning ifirfieuarter 2001. Beginning in 2001,
the "All Other" column in the segment disclosumedudes the operating results of BEM Services, &mel Brush Resources Inc., two wholly
owned subsidiaries of the Company, as well as #énerg company's operating expenses. BEM Servicages a management fee for the
services it provides, primarily corporate, admirgitve and financial oversight, to the other busges within the Company on a cost-plus
basis. Brush Resources sells
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MANAGEMENT'S DISCUSSION AND ANALYSIS

beryllium hydroxide, produced through its Utah @iems, to outside customers and to businessegwiiith Metal Systems Group. The 2000
and 1999 segment results presented in Note L t€tmsolidated Financial Statements, as well akisnManagement's Discussion and
Analysis, have been revised to reflect these cheangea pro forma basis. Management believes tkaetbhanges should more accurately
reflect the operating results of its businessea go forward basis.

METAL SYSTEMS GROUP

2001 2000 1999
(Millions)
NetSales............... $ 295.7 $ 3782 $ 306.1
Operating Profit (Loss) .. ...... (20.1 ) 10.2 (2.3)

The Metal Systems Group is comprised of Alloy PraiduTechnical Materials, Inc. (TMI), a wholly owtheubsidiary of the Company, and
Beryllium Products. These operations fabricate megiied materials that provide superior electrigalctronic, thermal or structural
performance in a wide variety of applications. @ustrs tend to be one or more tiers removed fronetitemarket demand generators which,
during volatile economic conditions, can make itrendifficult for these operations to accuratelyefoast their sales and production
requirements. The following chart summarizes thvidual business unit sales as a percent of tta hdetal Systems Group sales:

2001 2000 1999
Percent of Segment Sales:
Alloy Products. . ............ 73.6% 71.4%  71.9%
Technical Materials, Inc. . . ... ... 17.1% 22.0% 20.5%
Beryllium Products. . .......... 9.3% 6.6% 7.6%

ALLOY PRODUCTS

Alloy Products is the Company's largest busineds accounting for over 40% of the total sales amdets, and consists of two main product
families - strip products and bulk products. Spipducts are primarily copper beryllium and nicketyllium alloys that provide high
conductivity, high reliability and formability. Apigations for strip products include electrical oeators, switches, relays, contacts and
shieldings for use in telecommunications equipmenmputer and automotive electronics, appliancesalated markets. Strip products are
manufactured at the Company's EImore, Ohio and iRgaBennsylvania facilities.

Sales of strip products declined 23% in 2001 fr@@®after growing 20% in 2000. The fall off in 20€dles as well as the growth in sales in
2000 are attributable to the telecommunicationsamdputer electronics markets. Sales into the aotioenmarket, which remains an
important market for strip products, were essegtimchanged throughout the 1999 to 2001 time pefmunds sold of strip products were
29% lower in 2001 than in 2000. The majority of tezline in pounds sold was in the lower pricedidoberylliumeontaining alloys. Pount
sold increased 28% in 2000 over 1999.

Throughout most of 2000 and a portion of 1999, nfecturing capacity limitations constrained the gtlowf strip sales. A new casting and
strip manufacturing facility was installed in ttadd 90's at the Company's Elmore, Ohio plant kitgally, this equipment did not produce the
desired output on a reliable or consistent bagisyalds and performance negatively impacted capacid costs. By diverting internal
resources and securing the services of outsidaitdahs, the Company made operating improvemersvalh output increased by 24% in
2000 over 1999, although output was still not sigfit to fully meet demand during that time peridde Company continued to make further
improvements in equipment reliability and capapiio that by the first quarter of 2001, and proothe decline in sales volume, production
capacity was no longer constraining sales.

Alloy bulk products are a family of copper, nicleid aluminumbased alloys manufactured in rod, bar, tube, @latka variety of customiz¢
forms. They are used in applications that requipesor strength, corrosion and wear resistant¢bheymal conductivity. Major applications
for bulk products include bearings, bushings, hogssifor telecommunication equipment, plastic molalihg and welding rods.

Sales of Alloy bulk products decreased 10% in 2@6th 2000 while sales in 2000 were 33% higher th@®9. Pounds sold were 13% lower
in 2001 than 2000 after growing 16% in 2000 ove99. PDemand from the undersea telecommunicationketiarhich was responsible for a
large part of the sales growth in 2000, slowed dowthe second half of 2001. Management anticiptitasdemand from this market will
continue to be soft throughout 2002. Sales intdridestrial components market were lower in 20Gntn 2000 while demand from the
plastic tooling market softened in 2001 from th@@@evels after having grown slightly in 2000.

12



Alloy products are distributed through the Compamigmestic and international service centers alsasehrough independent agents. In the
third quarter 2001, the Company closed the smadleiss four domestic service centers as a redutiedeclining sales volumes. The
Company believes that its customers can receiveah® high quality of service from one of the otlasting distribution points.

TECHNICAL MATERIALS, INC.

TMI produces clad inlay and overlay metals, presiand base metal electroplated systems, electiaim belded systems, contour profiled
metal systems and solder-coated metal systemse Hmggneered material systems provide varied @attthermal or mechanical properties
from a surface area or particular section. Majgliaptions for TMI's products include seneBnductors, contacts and connectors, while rr
markets include telecommunications, automotive @rdputer electronics.

After experiencing an eight-year trend of annuallde-digit sales growth, including a record saleanjin 2000, TMI sales decreased 39% in
2001. Management believes that the sales declig@dd is due to the economic condition of TMI's ke&s rather than a loss of market share
or technological obsolescence. In response todhbnihg sales and incoming order rates, TMI impated cost reduction initiatives in the
second quarter 2001. These initiatives, which cmrtil throughout the year, included reductions inefpreduced work hours for hourly and
salary personnel and cost control programs. AsatelMI remained profitable for 2001 despite fignificantly lower volumes.

TMI's sales grew 33% in 2000 over sales in 1999 wie majority of the growth in inlay and plate@gucts. The TMI facility operated at
close to capacity during much of 2000 and TMI caméid its incremental capacity and capability exjggnprograms.

BERYLLIUM PRODUCTS

Beryllium Products is the smallest of the Compaby'sinesses with operations in EImore, Ohio andherg, California that produce pure
beryllium metal and beryllium aluminum alloys ivariety of customized forms. These products arqugly positioned in that they provide a
combination of high stiffness and low density. Majearkets for beryllium products include defendectonics, medical and optical
scanning. Sales of beryllium products increased 12001 over 2000 after increasing slightly in @Q@zer 1999. The growth in 2001 was
caused by improved defense-related demand andaseulesales of acoustic components for high perfoceibudspeaker applications. The
Company anticipates that defense-related ordenddlcontinue to improve in 2002 over 2001.

METAL SYSTEMS GROUP GROSS MARGIN AND EXPENSES

The gross margin on Metal Systems Group salesraethy $39.3 million in 2001 from 2000, $31.7 noitliof which resulted from the lost
margin contribution on the lower sales. The majasitthe Company's unfavorable foreign currencpdtation impact affected Metal Syste
Group's margins. The balance of the decline in margas caused by the lower production volumesusradsorbed manufacturing overhead
costs.

The gross margin grew $17.8 million in 2000 fron®2®n a $72.1 million sales increase. Offsettippeion of the improved volume benefit
was the $4.4 million unfavorable foreign curren@nslation difference and a $5.9 million increasenanufacturing overhead spending. The
higher spending was caused by a $1.7 million irsgéa lease payments for the Elmore strip mill pment, as well as salary, fringe benefit
and maintenance cost increases.

SG&A, R&D and other-net expenses were $9.0 millmmer in 2001 than in 2000 as a result of the cedtiction efforts and the lower
incentive compensation accrual. In addition, sateemissions and travel and entertainment experesgsased approximately $1.3 million in
2001 from 2000, as those expenses tend to varythatisales level. In 2000, SG&A, R&D and Other-egtenses were $5.4 million higher
than in 1999. The growth in expenses in 2000 wastdinigher incentive compensation and additioabissand marketing efforts.

The Metal Systems Group operating loss was $20libmin 2001 compared to a $10.2 million operatprgfit in 2000 and a $2.3 million
operating loss in 1999.

MICROELECTRONICS GROUP

2001 2000 1999

(Millions)
NetSales.................. $ 1 69.6 $ 179.1 $ 140.6
Operating Profit. .. ........... 4.6 8.4 8.6

The Microelectronics Group (MEG) consists of Willia Advanced Materials Inc. (WAM), a wholly ownedsidiary of the Company, and
Electronic Products. These business units manufacustomized precision parts that are sold tonalsies and other fabricators of electronic
components and equipment. The following chart surimas the individual business unit sales as a pe¢afethe total MEG sales:

2001 2000 1999

Percent of Segment Sales:



Williams Advanced
Materials Inc. . . ........... 79.8% 76.1% 77.2%
Electronic Products . . ......... 20.2% 23.9% 22.8%
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Williams Advanced Materials Inc.

WAM manufactures precious, non-precious and spgamaétal products at various facilities in the UaBd Asia. Major product lines
manufactured by WAM include vapor deposition maitsticlad and precious pre-forms, high-temperdtusee materials, frame lid
assemblies and ultra fine wire. These materialsalatinto the wireless, semiconductor and hybricroglectronics market. The optical
media, magnetic head, electron tube, aerospacdenmtative and performance film markets represapbitant markets and applications for
WAM's materials as well. WAM's in-house refiningavptions offer an additional service to customerseglaiming precious metals from
their scrap while also providing a cost-effectivethod of reclaiming precious metals from WAM's intdly generated scrap.

WAM's sales declined by 1% in 2001 compared to 28f0€r growing 26% in 2000 over 1999. The costhefprecious metal content is pas
through to customers and WAM earns its margin sffaibrication or value added, which is the salss the cost of the metal. Therefore, the
cost and mix of the metals sold can affect thessaddue, but not necessarily the margins or prafit2001, WAM's value added increased
18% over 2000 while the value added in 2000 was#fter than it was in 1999.

The majority of the increase in value added reduitem the strong demand from magnetic resistiv®)nd giant magnetic resistive (GM
applications within the magnetic head market. Theaterials are produced by PureTech, a wholly ovaudxidiary that WAM acquired in
1998. Demand for vapor deposition materials foitdigyideodisks from the optical media storage neaeiso remained strong in 2001, as it
was in 2000, while the demand for these materral® the wireless segment of the microelectroniceketavas soft throughout most of the
current year. Demand for fiber optics applicatiomBich was partially responsible for the value-atigeowth in 2000, softened in the second
half of 2001. Demand for high temperature brazeenmls declined in 2001 due to market conditiorisragrowing slightly in 2000.

In June 2001, WAM purchased manufacturing assdtseifPhilippines and the U.S. used for the prodaatif frame lid assemblies from a
former competitor who was exiting the businessa4ssult, WAM's frame lid assembly sales and vallged increased in the second half of
2001.

ELECTRONIC PRODUCTS

Electronic Products manufactures beryllia ceramgtsgtronic packages, circuitry and powder metgitysroducts for sale to the
telecommunications, automotive electronics andrdefenarkets. Major applications for these matevidtisin the telecommunications market
include fiber optics and wireless communicationsigepent. Sales from this unit were 20% lower in 2@@an in 2000 after growing 33% in
2000 over 1999. The decline in the current year duesto the soft demand from the telecommunicatinagket, which typically accounts for
approximately 70% of Electronic Products' sales fitajority of the sales fall off in 2001 was inydéa ceramics, which is a mature product
line with a limited customer base. Circuitry sadégrted to grow in the fourth quarter of 2000 arat growth continued into the first half of
2001 as a result of increased orders for fibercoggbplications. While defense-related orders fozuiiry increased in the second half of the
year, total sales for those products started tw glown. Sales of electronic packages declined 012@hile powder metallurgy product sa
were unchanged. The growth in Electronic Prodsetigs in 2000 was caused by increased demandridlidbeeramics, with a portion of th
growth resulting from a competitor exiting the mess in 1999. Sales of electronic packages andittiravere also higher in 2000 than in
1999.

MICROELECTRONICS GROUP GROSS MARGIN AND EXPENSES

The gross margin on MEG sales declined by $3.6anilh 2001 from 2000 as a result of the lower salglume. A favorable product mix,
mainly from WAM, offset the unfavorable impact bktlower production levels and inventory valua@galjustments within Electronic
Products. The gross margin in 2000 was $2.9 mitigher than in 1999. Improved volumes contribué6.7 million of additional margins,
which was offset in part by higher manufacturingidead spending of $4.3 million, inventory adjusiteeof $2.5 million and an unfavorable
product mix.

SG&A, R&D and other-net expenses grew by $0.1 orillin 2001 over 2000 as manpower reductions antbther metal financing fee
helped to keep expense levels essentially flat thighprevious year. In 2000, these expenses grelwilion over 1999 levels primarily in
order to support the higher sales volumes.

Operating profit for the MEG was $4.6 million in@0 or 2.7% of sales, $8.4 million in 2000, or 4.@%&ales, and $8.6 million in 1999, or
6.1% of sales. The decline in profitability in 20@&s due to the lower margin contribution as altedithe lower sales volume.
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INTERNATIONAL SALES AND OPERATIONS

2001 2000 1999
(Millions)
From International Operations ... $ 86.8 $ 98.4 $ 87.2
Exports from U.S. Operations. . . . 475 51.2 50.3
Total International Net Sales ... $ 1343 $ 149.6 $ 1375
Percent of Total Net Sales. . . .. 28% 27% 30%

The international sales in the above table araided in the Metal Systems Group and MEG salesdigpreviously discussed. The majority
of the Company's international sales are to Wedterope, Asia (particularly the Pacific Rim and 8oAsia) and Canada. International sales
in 2001 to Europe and Asia declined while saleGdoada increased from the 2000 levels. Sales fnermternational operations were
negatively impacted by the previously discussedetwy translation effect in 2001 and 2000. Locahpstition limits the Company's ability

to adjust selling prices to compensate for curremahange rate movements. The exports from theddepredominately denominated in
dollars.

The Company has two service centers in Europewaadnt Asia, primarily for the distribution of allogroducts, although these facilities
provide additional support for various other busges within the Company. WAM has finishing operaion Singapore as well as a finishing
operation in the Philippines that was acquiredd82 The Company also has several additional séfieges throughout the world along witl
network of independent agents and distributors.

The international markets and their long-term gloptential remain strategically important to thengpany. Geographic expansion of the
Company's marketing efforts is a key for futureesajrowth. The major markets served by internatioparations are similar to the domestic
markets; i.e., telecommunications, computer el@dtsand automotive electronics. The Company's atatkare is smaller overseas than it is
domestically.

LEGAL PROCEEDINGS

One of the Company's subsidiaries, Brush Wellman Is a defendant in proceedings in various statefederal courts brought by plaintiffs
alleging that they have contracted chronic bergilidisease (CBD) or related ailments as a resdkpbsure to beryllium. Plaintiffs in CBD
cases seek recovery under theories of intentionghhd various other legal theories and seek casgiery and punitive damages, in many
cases of an unspecified sum. Spouses, if any, dtasof consortium.

The following table summarizes the historic trendCBD cases:

December 31,
2001 2000 1999

Total cases pending .......cccccccvveveeeennn. 76 71 37

Total plaintiffs .......cccccccvveeeennnnnnn. 193 192 119
Number of claims (plaintiffs)

filed during period ended .................... 1 9(37) 38(87) 20(28)
Number of claims (plaintiffs)

settled during period ended .................. 23 2 (5) 2(4)

Aggregate cost of settlements
during period ended

(dollars in thousands) ..........c..cc...... $ 570 $ 730 $ 183
Number of claims (plaintiffs)

otherwise dismissed ...........ccccceeeueen. 1 2(31) 2(9) 0 (0)
Number of claims (plaintiffs)

voluntarily withdrawn ..............c......... 0(2) 0 (0) 0 (0)

Additional CBD claims may arise. Management belgetreat the Company has substantial defenses ia ttees®es and intends to contest the
suits vigorously. Employee cases, in which plaistifave a high burden of proof, have historicallyalved relatively small losses to the
Company. Third-party plaintiffs (typically employgef customers) face a lower burden of proof thaemployees or former employees, but
these cases are generally covered by varying leféhsurance. In class actions, plaintiffs hav&drically encountered difficulty in obtaining
class certification. A reserve was recorded for ABiBation of $13.0 million at December 31, 2004de$9.1 million at December 31, 2000
receivable was recorded of $6.6 million at Decen@ier2001 and $4.7 million at December 31, 200fhftbe Company's insurance carriers
as recoveries for insured claims.

Although it is not possible to predict the outcoofi¢he litigation pending against the Company dadubsidiaries, the Company provides for
costs related to these matters when a loss is pi@bad the amount is reasonably estimable. Litigas subject to many uncertainties, and it
is possible that some of these actions could belddanfavorably in amounts exceeding the Compargsrves. An unfavorable outcome or
settlement of a pending CBD case or additional esdvemedia coverage could encourage the commenceaiadditional similar litigation.

The Company is unable to estimate its potentiabexpe to unasserted clain



While the Company is unable to predict the outcofrthe current or future CBD proceedings, basechuporently known facts and assurr
collectibility of insurance, the Company does nelidve that resolution of these proceedings willcha material adverse effect on the

financial condition or the cash flow of the CompaHpwever, the Company's results of operationsccbalmaterially affected by unfavora
results in one or
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more of these cases. During the fourth quarte06fl2zand into the first quarter of 2002, the Compaag engaged in settlement negotiations
involving 21 of the above-referenced cases (inv@\88 plaintiffs). As a result of this proposedisetent and the Company's current
successes in defeating class certification, the @my is optimistic that all pending class actiogaiast it will be dismissed. The Company's
periodic reports will provide details concerningsthotential settlement and other litigation updates appropriate.

Standards for exposure to beryllium are under g governmental agencies, including the Uniteatedt Occupational Safety and Health
Administration, and by private standard-settingamigations. One result of these reviews might beemstringent worker safety standards.
More stringent standards, as well as other factoch as the adoption of beryllium disease compemsptograms and publicity related to
these reviews may also affect buying decisionshbyusers of beryllium-containing products. If ttenslards are made more stringent or the
Company's customers decide to reduce their usergfiibm-containing products, the Company's opagtesults, liquidity and capital
resources could be materially adversely affectée. 8xtent of the adverse effect would depend oméhere and extent of the changes to the
standards, the cost and ability to meet the nemdsials, the extent of any reduction in customeramskother factors that cannot be estime

FINANCIAL POSITION
WORKING CAPITAL

While the Company had a net loss of $10.3 millio2001, cash flow from operations was $22.5 millibhe difference was primarily a res
of the effects of depreciation and changes in wayldapital. Net cash generated from operations$88s4 million in 2000. Cash balances
totaled $7.0 million at December 31, 2001, an iasecof $2.7 million for the year.

Accounts receivable declined $37.7 million in 20pdmarily due to the significant reduction in sal®eceivables were also lower due to a
three-day improvement in the days sales outstanéiogpunts written off to bad debts totaled $0.8iam in 2001. Accounts receivable were
$92.3 million at December 31, 2000, an increas®l@5 million during the year due to the higheesalolumes. The days sales outstanding
also improved three days in 2000.

Inventories were $6.5 million lower at the end 602 than at the end of 2000. However, inventonesgased in the first half of 2001 as
various businesses were anticipating continued sateeases and as a result of a temporary buipdudof a planned shift in the location of
buffer work-in-process inventories. Since the ehthe second quarter 2001, inventories were red$26d6 million. The Metal Systems
Group accounted for the majority of the inventaguction in 2001. Alloy inventory pounds were do26% at year end 2001 from year end
2000, with the reduction coming in lower valuedpiocess and raw material inventories. In additAdigy significantly reduced the quantity
of no-value scrap pounds on the Elmore plant sitend 2001. Inventories grew $5.1 million in 200 fally to support the sales growth in
that year. Inventories also increased within Almerations in 2000 due to the inefficiencies witthia EImore strip mill operations. Longer
lead times on various bulk products contributethsinventory build as well.

Accounts payable declined by $20.8 million durifi2 as a result of the reduced level of businesgitgcand lower spending levels. The
other liabilities and accrued items, salaries aade®, and taxes other than income taxes, decrgdsdillion, mainly as a result of the
lower incentive compensation accrual at year erfid Zmpared to year end 2000. Other |aiegm liabilities increased by $7.0 million due
the recognition of derivative financial instrumentgler new accounting regulations effective begigrin 2001 and as a result of changes in
litigation reserves. Accounts payable, other litib8 and accrued items and other long-term liibdiall increased in 2000 compared to 1999
in response to the higher levels of business.

The Company utilized $2.5 million in 2001 and $&illion in 2000 of excess assets from its definedgion plan to fund payments under its
retiree medical plan. These transfers of funds weade in accordance with IRC Section 420 guide)ingsch state that this type of transfer
can only be made if certain criteria are satisfidiuding having a minimum pension plan over-fuhg@esition of 125%. See Note J to the
Consolidated Financial Statements. The Company doeanticipate making a similar transfer in 2002.

DEPRECIATION AND AMORTIZATION

Depreciation, depletion and amortization totale@.$2million in both 2001 and 2000. Amortizationd®ferred mine development was $0.7
million in 2001 and $1.8 million in 2000. The Cormyaamortizes mine development costs based upourtite of production method as ore
extracted from the pits. The lower amortizatiol2001 resulted from reduced mining activity in theaar.

CAPITAL EXPENDITURES

Capital expenditures for property, plant and eq@ptand mine development were $23.3 million in 20@hile this is a $1.7 million increase
over expenditures in 2000, the Company slowed dinerspending rate in the second half of 2001. @aexpenditures were $15.8 million in
the first half of 2001 and only $7.5 million in teecond half of 2001. Expenditures for the Metadt&yns Group were $13.0 million in 2001
compared
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to $12.8 million in 2000. Major projects for the MESystems Group included a new annealer for prdkluct manufacturing in Elmore, a
furnace line for strip product manufacturing in Bieg and additional plating and weld lines for TNkpenditures for the MEG were $6.5
million in 2001 and $5.9 million in 2000. Major peats within the MEG included an expansion of thiek film circuit manufacturing facility
in Oceanside, California and the acquisition offtlaene lid assembly manufacturing assets by WAM.

The Company also purchased land and mineral riphtsvere previously leased by its mining operationUtah and land adjacent to its Utah
extraction mill for $1.3 million. The purchased reral rights cover approximately 95% of the Compspybven mineral reserves. The
purchase provided additional security over the Camg{s mineral rights.

DEBT AND OFF-BALANCE SHEET OBLIGATIONS

Total debt on the balance sheet was $74.8 milliddemember 31, 2001, an increase of $6.1 millioeesiDecember 31, 2000. Short-term debt
increased $2.1 million and long-term debt increg®e0 million during the year. Overall debt incredsdn the first half of 2001, but then
declined over the last six months as the Compathyoed its working capital and other cash outlay®rGterm debt totaled $27.6 million at
December 31, 2001 and included $8.2 million of ifgmecurrency denominated debt and $6.6 millionrefcpus metal denominated debt. The
remaining $12.8 million of short-term debt was bared under a $65.0 million revolving credit agream&he $12.8 million short-term
revolver borrowing includes $6.0 million denomirtate yen that is used as a hedge of the investmehe Company's subsidiary in Japan.
Long-term debt at December 31, 2001 included a& #8llion variable rate industrial development bpads3.0 million variable rate demand
bond, a $1.0 million promissory note and $35.0iomlborrowed under the revolving credit agreemaAnailable loan capacity under the
revolver was $17.2 million as of year end 2001.

The Company renegotiated its revolving credit agre® effective as of December 2001. The amendedwewis an asset- based lending
arrangement with the banks taking a security istdrea portion of the Company's domestic accotetsivable, inventory and certain fixed
assets up to a maximum of $65.0 million. The amesmttmevised or eliminated various covenants, inolydovenants regarding interest
coverage, leverage, capital expenditure levelsp@nohitted acquisitions. The amendment also prahthié declaration of future dividends for
the remaining term of the agreement. The mostictistr covenant is the ratio of funded debt to @agye before interest, income taxes,
depreciation, amortization and certain lease expens

In addition to the $74.8 million of debt on thedrate sheet, the Company has two off-balance sipeeating leases that finance a portion of
the Alloy Products' manufacturing equipment andlifgat the EImore plant site. The equipment beieased had an original cost of $59.8
million. The payments under this lease were stnecttio increase over time, as the payments fofistethree-year base term, which ends in
March 2002, did not include any principal amortiaat Payments under the equipment lease are estiniate $9.1 million in 2002, a $3.7
million increase over 2001. The amended covenamdsthis lease are similar to that of the Comargrvolving line of credit. The facility,
which had an original cost of $20.3 million, is hgileased over a lykar period beginning in 1997. Payments underd¢aise are $2.3 millic
per year. The Company also has other smaller dpgraases for various facilities and pieces oicefand manufacturing equipment. See
Note E to the Consolidated Financial Statementsdidlitional leasing detail

The Company maintains a portion of its preciousanatentories at its facilities on a consignmeasib in order to reduce its price exposure.
See the "Market Risk Disclosures" section of thenbtgement's Discussion and Analysis for additioesits. The notional value of this
inventory was $25.6 million at December 31, 200d $51.1 million at December 31, 2000. The valuthefconsigned precious metals
declined during 2001 as a result of an inventodpotion program, improved operating efficiencied &ower metal prices. The Company &
has an off-balance sheet financing arrangementanithnk for a portion of its copper-based inveetariThe notional value of this
arrangement was $6.6 million at December 31, 20@1%9.0 million at December 31, 2000. Since thaseritories are owned by third
parties, their costs are not reflected in the Camjsaconsolidated balance sheets.

A summary of contractual payments under long-teeft dgreements, operating leases and material ggegatommitments by year is as
follows:

Payments Due In

2002 2003 2004 2005 2006
(Dollars in Millions)
Long-term Debt
Repayments ..........ccccceeuvnne. $ -3 35.0%$ --%$ 06% 06
Elmore Building Lease
Payments .......ccccccceviiiinnne 2.3 23 23 23 23
Other Operating Lease
Payments ......cccccceeeeviniinnnne 2.8 25 23 18 1.0
Subtotal Non-cancelable
Leases ......ccccvvverieerenennn. 51 48 46 41 33
Elmore Equipment Lease
Payments ......cccccceeeeiiniinnnne 9.1 10.1 100 99 99
Purchase Commitments ................ 9.4 11.3 20.1 146 16.2

L] £ $ 236% 61.2% 34.7$% 29.2% 30.0
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The $35.0 million debt repayment represents thewsrnoutstanding under the revolving credit agregrasrof December 31, 2001. The
revolver matures in October 2003, but it is the @any's intention, and past practice, to extendeha of the agreement prior to the actual
maturity date. The $35.0 million may also be pé#ytiar fully repaid prior to the maturity in 2003%dending upon the Company's cash
availability and requirements. The subtotal of Bi@ore building lease payments and the other ojpgrégase payments represents the
amounts due under all non-cancelable operating$eagh initial terms in excess of one year as e€&nber 31, 2001. The Company has the
option to renew the Elmore equipment lease anndalgeven years beginning in 2002. The chart asstthre renewal of the lease each year.
The purchase commitments are for raw material&tadguired under long-term supply agreements. e lto the Consolidated Financial
Statements.

COMMON STOCK

The Company suspended its regular quarterly didd#r$0.12 per outstanding share in the third qua?001 in order to improve the
Company's future cash position in light of the eatroperating loss and market conditions. As altiedividends paid declined to $6.0 million
in 2001 compared to $7.9 million in 2000. Cash ez from the exercise of stock options under elygdocompensation plans totaled $1.8
million in 2001 and $3.7 million in 2000. The 20pfoceeds were all received in the first half of year when the Company's stock price was
trading at higher levels.

OTHER

Funds from operations plus the available borrovagiagacity are believed to be adequate to supportitipg requirements, capital
expenditures and remediation projects. In early22@0major outside rating agency reduced the Cogiparedit rating. Because of this lower
rating, coupled with the Company's current debédaity ratio and the recent operating losses, liigyato raise debt financing in excess of
the existing revolving credit agreement and otlstaldished lines may be limited in 2002.

The Company attempts to maintain cash balancesatimum with any excess cash used to reduce ayetror other short-term borrowings.
Cash balances, if any, are invested in high qudlighly liquid investments.

ENVIRONMENTAL

As indicated in Note K to the Consolidated FinahBiatements, the Company has an active prograemwafonmental compliance. For
environmental remediation projects, estimates efitobable costs are made and reserves are astabdiscordingly. The environmental
remediation reserve balance was $7.5 million atedeer 31, 2001 and $8.2 million at December 310200

ORE RESERVES

The Company's reserves of beryllium-bearing beditarore are located in Juab County, Utah. An omgairilling program has generally
added to proven reserves. Proven reserves aregasumed quantities of ore commercially recovertirieugh the open pit method. Probable
reserves are the estimated quantities of ore kriovemist, principally at greater depths, but praspéor commercial recovery are
indeterminable. Ore dilution that occurs during imgnis approximately 7%. About 87% of berylliumare is recovered in the extraction
process. The Company augments its proven resef\msteandite ore through the purchase of impobteyl ore (approximately 4%
beryllium), which is also processed at the Utalastion plant.

Beginning in 1998, updated computer models have beed to estimate ore reserves, which are subjedonomic and physical evaluation.
Development drilling has affected the total oreeress to some degree, although there was no dewelapdrilling activity in 2001. The
requirement that reserves pass an economic tes¢saypen-pit mineable ore to be found in both prared probable geologic settings.
Reserves declined in 2001 in part due to the teatitin of a particular lease and option during tary As previously noted, the Company
now owns, as opposed to leases, approximately 3ke @roven reserves. Based upon average produetiels in recent years, proven
reserves would last seventy-five years or more.r€serves classified as possible are excluded thenfollowing table.

2001 2000 1999 1998 1997
Proven bertrandite
ore reserves at
year end (thousands
of dry tons) .......... 7,270 7,690 7,769 7,747 6,924
Grade % beryllium......... 0.268% 0.263% 0.265% 0.259% 0.249%

Probable bertrandite

ore reserves at

year end (thousands

of dry tons) .......... 3,081 3,166 3,081 3,535 6,750
Grade % beryllium......... 0.219% 0.217% 0.215% 0.210% 0.277%

Bertrandite ore



processed
(thousands of dry

tons, diluted) ........ 48 84 93
Grade % beryllium,
diluted ................ 0.224% 0.235% 0.240%
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CRITICAL ACCOUNTING POLICIES

The preparation of financial statements requiresrtherent use of estimates and management's judgmestablishing those estimates. The
following are the most significant accounting p@sused by the Company that rely upon managenjedtment.

ACCRUED LIABILITIES. The Company has various acatumbilities on its balance sheet that are basqghit upon management's
judgment, including its accruals for litigation,vinonmental remediation and workers' compensatasisc The Company establishes tr
accruals at the best estimate determined by awenfiehe available facts with management and inddpat advisors and specialists as
appropriate. If a best estimate cannot be detednihe accrual is established at the low end o&#ignated reasonable range, as proscribed
under SFAS No. 5, "Accounting for ContingenciedieTaccruals only cover identified and/or assertaiins; future claims could, therefore,
give rise to increases to the accruals. The accaral adjusted as the facts and circumstances &€héihg accruals may also be adjusted due tc
changes in the Company's strategies or regulaggpyirements. The legal defense costs associathdiveise matters are expensed as incurred
and are not included in the accruals. The ultimaselution of the underlying item being accrued rimaleed be lower or higher than the
established accrued liability, which would thenuleg an additional charge or credit against ineo®ee Note K to the Consolidated
Financial Statements for further discussion oniogetcies and commitments.

PENSIONS. The Company has a defined benefit pendamnthat covers a large portion of its currertt former domestic employees. The
Company accounts for this plan in accordance witASNo. 87, "Employers' Accounting for Pensionshdér Statement No. 87, the
carrying values of the associated assets anditiabilire determined on an actuarial basis usimgemaus actuarial and financial assumptions.
Differences between the assumptions and curreigactual results may be deferred into the nesipenasset value and amortized against
future income under established guidelines. Therdalf process generally reduces the volatilityhef tecognized net pension asset and cu
period income or expense. The actuaries will adhest assumptions to reflect changes in demogcapdmd other factors as needed. The
Company will periodically review other key assurops, including the expected return on plan assetgtee discount rate, against actual
results, trends and industry standards and maksstaagnts accordingly. These adjustments may ttaghtea higher or lower expense in a
future period. The Company currently has assumattitte expected long-term rate of return on plaetssis 10%. While recent returns have
been less than that, the Company's experiencesitegdithat the 10% return over the long term isoresle. Should the assets continue to earn
a return less than 10%, in all likelihood, futuenpion income would decline. The Company estaldishe discount rate used to determine
present value of the projected benefit obligatibtha end of each year. The rate is establishegidoagon the available market rates for high-
quality, fixed income investments. As of Decembgyr 2001, the Company elected to use a discounbfatel 25%. An increase to the
discount rate would reduce the future pension es@and conversely, a lower discount rate woulcriie future pension expense. See N

to the Consolidated Financial Statements for aoldliti details on the Company's pension plan.

LIFO INVENTORY. The prices of certain major raw ragtls, including copper, nickel, gold, silver asttier precious metals purchased by
the Company, fluctuate during a given year. SuangBs in costs are generally reflected in sellmgepadjustments. The prices of labor and
other factors of production generally increase wiftation. Additions to capacity, while more exs@re over time, usually result in greater
productivity or improved yields. However, markettiars, alternative materials and competitive pgcaffect the Company's ability to offset
wage and benefit increases. Therefore, the Compsey the last-in, first-out (LIFO) method for cogtthe majority of its domestic
inventories. Under the LIFO method, inflationarstimcreases are charged against the current £gebds sold in order to more closely
match the cost with revenue. The carrying valuthefinventory is based upon older costs and asudty¢he LIFO cost of the inventory on-
balance sheet is typically lower than it would Ineler most alternative costing methods. The LIFCeagp in a given year is dependent upon
the inflation rate impact on raw material purchased manufacturing conversion costs, the levelotipases in a given year and the inver
balance.

DEFERRED TAX ASSETS. The Company records deferagdassets and liabilities in accordance with SFAS 109, "Accounting For
Income Taxes". The deferrals are determined baged the temporary difference between the finarmejpbrting and tax bases of assets and
liabilities. The Company reviews the expirationadef the deferrals to determine if the deferral wilcan be realized. If it is determined thi

is not probable the deferral will be realized, &uaéion allowance is established for that item.t@ierdeferrals, including the alternative
minimum tax credit, do not have an expiration d@tee Company did not have a valuation allowancealdished against any of its deferred
tax assets as of December 31, 2001. However, shioel@ompany continue to generate pre-tax lossesuation allowance for all or part of
its deferred tax assets may become necessaryinsaguent period. See Note H to the ConsolidateahEial Statements for additional
deferred tax details.

19



MANAGEMENT'S DISCUSSION AND ANALYSIS

DERIVATIVES. The Company uses derivative finanératruments to hedge its foreign currency, interatt and commaodity price
exposures. See Note F to the Consolidated FinaB@aé¢ments and the "Market Risk Disclosures" seaif this Management's Discussion
and Analysis for more details on the Company'svdéikies. The Company applies hedge accounting ahgghly effective hedge
relationship can be documented and maintained.oBlofng, changes in the fair value of the derivative recorded in equity until the
underlying hedged item matures. If the derivativesinot qualify as highly effective, changes irfais value are charged against income in
the current period. The Company secures derivatiigsthe intention of hedging existing or foreaabtransactions only and the Company
does not engage in speculative derivative tradihg. Company's annual budget and quarterly updateddsts serve as the basis for
determining forecasted transactions.

MARKET RISK DISCLOSURES

Consistent with the prior year, the Company is eggioto commaodity price, interest rate and foreigrhange rate differences. The Company
attempts to minimize the effects of these expostimesigh a combination of natural hedges and tleeofislerivatives. See Note F to the
Consolidated Financial Statements. The Compang'®iiderivatives is governed by policies adoptedheyBoard of Directors.

The Company uses gold and other precious metataimufacturing various MEG and Metal Systems praadusthile the mix of the different
precious metals may have changed from time to tieemethods used to hedge the exposure have matinimize exposure to market price
changes, precious metals are maintained on a e@mwsigventory basis. The metal is purchased oabo$ignment when it is ready to ship to
a customer as a finished product. The Companythpge price forms the basis for the price chargele customer for the precious metal
content and, therefore, the current cost is matehiélge price. The Company does maintain a cektaiel of gold in its own inventory, but tf
is typically balanced out by having a loan denor@dan gold for the same number of ounces. Any ghan the market price of gold, either
higher or lower, will result in an equal changetia book value of the asset and liability.

The Company is charged a consignment fee by tlamdial institutions that actually own the precioonstal. This fee, along with the interest
charged on the gold denominated loan, is partefiynction of the market price of the metal. BeeaoSmarket forces and competition, the
fee, but not the interest on the loan, can be @thtg customers on a case-by-case basis. To fuirthieprice and financing rate exposures,
under some circumstances the Company will requistotners to furnish their own metal for processiftys practice is used more frequently
when the rates are high and/or more volatile. Shtheé market price of precious metals used by thagany increase by 15% from the pri
on December 31, 2001, the additional pre-tax aplié Company on an annual basis would be appraeiy®0.2 million. This calculation
assumes no changes in the quantity of inventothi@underlying fee and interest rates and that wdtiee additional fee is charged to
customers.

The Company also uses base metals, primarily coppis production processes. Fluctuations inrttagket price of copper are passed on to
customers in the form of price adders or reductfonshe majority of the copper sales volumes. Hesvewhen the Company cannot pass
through the price of copper, margins can be redbgddcreases in the market price of copper. Taybeabis exposure, the Company enters
into copper price hedge (swap) contracts with faira@rnnstitutions that exchange a variable priceafper for a fixed price. By so doing, the
difference between the Company's purchase priceelfidg price of copper will be a known, fixed walfor the quantities covered by the
swaps. Based upon copper swaps outstanding at Dece&t, 2001 that will mature during 2002, managemastimates a 10% decrease ir
price of copper from the December 31, 2001 levdllimérease the pre-tax loss on these contraceppyoximately $0.7 million. This
calculation excludes the additional profit that @@mpany anticipates it would make by selling comie fixed price that cost 10% less than
it does on December 31, 2001.

The Company is exposed to changes in interest oatés debt and cash. This interest rate expdsureinaged by maintaining a combination
of short-term and long-term debt and variable axebfrate instruments. The Company also uses intereshealge contracts to fix the intel
rate on variable debt obligations, as it deemsa@ppate. Excess cash, if any, is typically investetigh-quality instruments that mature in
seven days or less. If interest rates were to as@ @00 basis points (2%) from the December 311 2&@s and assuming no changes in debt
or cash from the December 31, 2001 levels, thetiaddl annual net expense would be approximatelg $0llion on a pre-tax basis. The
calculation excludes any additional expense ordfiede debt that upon maturity may or may not lereded at the prevailing interest rates.

The Company sells products in foreign currenciesiniy the euro, yen and sterling. The majoritytedde products' costs are incurred in U.S.
dollars. The Company is exposed to currency moveésriarthat if the U.S. dollar strengthens, the $tated value of the foreign currency sale
and the resulting margin will be reduced. The Comypdoes not change the price of its products fortsterm exchange rate movements
because of its local competition. To minimize txposure, the Company
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purchases foreign currency forward contracts, ogtend collars. Should the dollar strengthen, #adine in margins should be offset by a
gain on the contract. A decrease in the value efitbilar would result in larger margins but potaityia loss on the contract, depending upon
the method used to hedge. If the dollar weakenétl d@ainst all currencies from the December 31, 20@hange rates, the reduced gain
and/or the increased loss (as applicable) on tketanding contracts as of December 31, 2001 waddae pre-tax profits by approximately
$1.8 million. This calculation does not take intmaunt the increase in margins as a result of kxting foreign currency sales at the more
favorable exchange rate, any changes in margins firatential volume fluctuations caused by curremowements or the translation effects
on any other foreign currency denominated incoratestent or balance sheet item.

The notional value of the outstanding currency @mis declined from $51.6 million at December 310@to $28.5 million at December 31,
2001 as a result of lower projected business leargdsa reduction in the coverage of exposuresdrexof one year. The notional value of the
copper swaps was $11.1 million at December 31, 20@1$9.1 million at December 31, 2000. The nofieahie of the outstanding interest
rate swaps was $57.8 million at December 31, 28@linterest rate swap that hedged the initial tefra variable rate operating lease mati

in the fourth quarter 2001.

The Company adopted SFAS No. 133, "Accounting feriiative Instruments and Hedging Activities," &EAS No. 138, "Accounting for
Certain Derivative Instruments and Certain Hedghatjvities," as of January 1, 2001. Accordinglyet@ompany began recording the fair
value of all derivative financial instruments os litalance sheet in 2001. The fair value was detexintdy financial institutions and represents
the market price for the instrument between twdinglparties as of the balance sheet dates. Chandles fair value of outstanding
derivatives are recorded in equity or against ine@® appropriate under SFAS No. 133 guidelinesfdihealue of the outstanding foreign
currency contracts was an asset of $2.9 milliodbestember 31, 2001, indicating that the average deaigs were more favorable than the
actual year-end market exchange rates. The faievafl the outstanding copper swaps as of Decenlhe®1 was a loss of $1.3 million as
the current market prices for copper were lowen e average swapped price. The fair value ofrttezest rate swaps was a loss of $3.4
million as the available interest rates were lothan the rates fixed under the swap contracts.g8wen-year swap accounts for $3.3 million
of the $3.4 million loss. The net derivative lossarded in equity (in other comprehensive incoma$ $2.1 million as of December 31, 2001.

OUTLOOK

The Company believes that it offers high qualitympetitively priced products that are well posigdrin the markets they serve. The key to
the Company's profitability in 2002 is the econornadition of the Company's major marketelecommunications and computer electroi
The major demand generators in these markets idilcat they have little visibility into the demafad their products in their end-use
markets, which makes it difficult for the Companyaccurately predict when its sales will startmtgpiove. The Company's research and
marketing efforts continue to explore new oppotiesiand attempt to capture new applications, iredge tend to be long-term efforts that do
not necessarily impact the current year's salese@apon the available data, the Company is fotiegesales to slowly improve from the
fourth quarter 2001 levels beginning in the secpuarter of 2002. Given the high level of saleshim first half of 2001, even with this
improvement, total 2002 sales may be lower thagssal 2001.

The cost reduction steps taken by the Company gd@@1 have reduced the breakeven point in 2002alflement believes that a large
portion of the 22% manpower reduction in 2001 is @ermanent nature. The Company's alloy stripapiirations made improvements in
2001, solving issues that had constrained capanitiyproductivity in the prior years. Therefore, wisales do improve, the Company's level
of profitability should improve faster than it woluhave otherwise.

Other steps taken in 2001, including the suspensidime quarterly dividend, will help conserve castd improve the level of outstanding ¢
in the coming quarters. Until sales and profitsigrbowever, portions of the business will be opegtain a short-term cash generation basis,
which means aggressive management of working dagitels and capital expenditure requirements. CThmpany anticipates capital
expenditures to be in the $12 to $15 million raimg2002 compared to over $23 million in 2001.

The Company made significant progress in its CBiDdtion in 2001. Courts in various jurisdictioransistently ruled in the Company's fa
in 2001, confirming the Company's position thdtas operated in a responsible manner without intenarm any worker. While it is difficult
to predict the outcome of pending litigation, then@pany is hopeful that these court decisions &ilbfably impact its current caseload and
that the outstanding cases can be resolved withmaterial impact to the Company's profitabilityfioancial position. The Company will
continue its investment in protection of workeisnfr CBD, including education, work place practic@iovements and medical research.
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REPORTS OF INDEPENDENT AUDITORS AND MANAGEMENT

REPORT OF INDEPENDENT AUDITORS
Board of Directors and Shareholders
Brush Engineered Materials Inc.

We have audited the accompanying consolidated balsimeets of Brush Engineered Materials Inc. abdidiaries as of December 31, 2001
and 2000, and the related consolidated statemémesamne, shareholders' equity, and cash flowsmh of the three years in the period
ended December 31, 2001. These financial stateraemthe responsibility of the Company's managen@ut responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with audi&bagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabgut whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgadhe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, the financial statements referealove present fairly, in all material respedts, ¢onsolidated financial position of Brush
Engineered Materials Inc. and subsidiaries at Déegr@l, 2001 and 2000, and the consolidated resfulkeir operations and their cash flc
for each of the three years in the period endecdeBéder 31, 2001 in conformity with accounting pripies generally accepted in the United
States.

/sl Ernst & Young LLP

C evel and, Chio
January 22, 2002

REPORT OF MANAGEMENT

The management of Brush Engineered Materials $nedponsible for the contents of the financiakstents, which are prepared in
conformity with generally accepted accounting piples. The financial statements necessarily inclmeunts based on judgements and
estimates. Financial information elsewhere in teual report is consistent with that in the finahstatements.

The Company maintains a comprehensive accountistgisy which includes controls designed to provedesonable assurance as to the
integrity and reliability of the financial recordsd the protection of assets. However, there &erémt limitations in the effectiveness of any
system of internal controls and, therefore, it jiles only reasonable assurance with respect tadiabstatement preparation. An internal
audit staff is employed to regularly test and eatdiboth internal accounting controls and operatimgedures, including compliance with
Company's statement of policy regarding ethicallandul conduct. The role of the independent audife to provide an objective review of
the financial statements and the underlying traimas in accordance with generally accepted auglgtandards.

The Audit Committee of the Board of Directors, coised solely of Directors who are not members ohaggment, meets regularly with
management, the independent auditors, and thenaitauditors to ensure that their respective resipdities are properly discharged. The
independent auditors and the internal audit s@ffeHull and free access to the Audit Committee.

/s/John D. Granpa

John D. Granpa
Vice President Finance and Chief Financial Oficer

FORWARD-LOOKING STATEMENTS

Portions of the narrative set forth in this docuttbat are not statements of historical or curfaats are forward-looking statements. The
Company's actual future performance may materdiffer from that contemplated by the forwaabking statements as a result of a variet
factors. These factors include, in addition to thosentioned elsewhere herein, the condition ohtaekets which the Company serves,
including telecommunications and computers, opticatlia, automotive electronics, industrial compasieaerospace and defense, and
appliance markets or in particular geographic negjithe Company's success in implementing itsegfi@plans, the timely and successful
completion of pending capital expansion projedtsnges in government regulatory requirements, nheteent of new legislation that
impacts the Company's obligations and the conatusf@ending litigation matters in accordance witt Company's expectation that there
will be no material adverse effects.
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CONSOLIDATED STATEMENTS OF INCOME

Brush Engineered Materials Inc. and Subsidiariesars Ended December 31, 2001, 2000 and 1999

(Dollars in thousands except per share amounts)

Net sales

Cost of sales

Gross Profit ....eeeeeeeeeveeeeeeniniiiiienes

Selling, general and administrative expenses ..
Research and development expenses .............
Other - net

Operating profit (loss)
Interest expense

INCOME (LOSS) BEFORE IN

Income taxes (benefit):

Currently payable
Deferred

NET INC

Net income (loss) per share of common stock - basic

Average number of shares of common stock outstandin

Net income (loss) per share of common stock - dilut

Average number of shares of common stock outstandin

See Notes to Consolidated Financial Statements.

2001

........... $ 472,569
........... 404,574

........... 3,327

2000

$ 563,690
444,951

118,739
87,577
7,437
739

22,986
4,652

........... (755)
........... (6,367)

1,876

2,293

g -basic. 16,518,691

.......... $ (062 $ 087 $
16,292,431
........ $ (062) $ 086 $
16,448,667

g -diluted 16,518,691
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Brush Engineered Materials Inc. and Subsidiariesary Ended December 31, 2001, 2000 and 1999

Cash Flows from Operating Activities:
Net Income (LOSS) ..ooovvveeviireeniiieinniieen,

Adjustments to Reconcile Net Income (Loss) to Net C
Provided from Operating Activities:

Depreciation, depletion and amortization .......
Amortization of mine development ...............
Decrease (Increase) in accounts receivable .....
Decrease (Increase) in inventory ...............
Decrease (Increase) in prepaid and other current
Increase (Decrease) in accounts payable and accr
Increase (Decrease) in interest and taxes payabl
Increase (Decrease) in deferred income taxes ...
Increase (Decrease) in other long-term liabiliti
Other -Net .....coceevveniiiiec e

NET CASH PROVIDED

Cash Flows from Investing Activities:
Payments for purchase of property, plant and equ
Payments for mine development ..................
Proceeds from sale of property, plant and equipm
Other investments - net ..........c.cccceeeeee

NET CASH

Cash Flows from Financing Activities:
Proceeds from issuance/ (repayment) of short-ter
Proceeds from issuance of long-term debt .......
Repayment of long-term debt ....................
Issuance of Common Stock under stock option plan
Payments of dividends .............cccceeeinne

NET CASH FROM (U

Effects of Exchange Rate Changes on Cash and Cash E

NET CHANGE INC
CASH AND CASH EQUIVALE

CASH AND CASH EQ

See Notes to Consolidated Financial Statements.

(Dollars in thousands)

(23,130) (

quivalents ........cccceeevveene

NTS AT BEGINNING OF YEAR

ASH AND CASH EQUIVALENTS

24

(23,268)

3,608

(

2000 1999
14,165 $ 6,439
20,878 20,779
1,786 6,258
15,453) (16,833)
(6,312) (7,641)
(1,062) (6,487)
16,291 16,080
2,125 1,041
435 6,684
608 (39)
1,931  (1,806)
35,392 24,475
21,306) (16,758)
(332)  (288)
600 -
- 37
21,038) (17,009)
(894) (16,884)
23,000 36,000
27,800) (20,800)
3,725 188
(7,867) (7,843)
(9,836) (9,339)
(303) 34
4215  (1,839)
99 1,938
4314 $ 99



CONSOLIDATED BALANCE SHEETS

Brush Engineered Materials Inc. and Subsidiariesrs Ended December 31, 2001 and 2000

ASSETS

CURRENT ASSETS
Cash and cash equivalents .....................
Accounts receivable (less allowance of $1,514 f
INVENLONIeS ...oeveeiiiiiieeeieeee e
Prepaid expenses .........ccccoveeeeniiinnnn.
Deferred income taxes .........cccceevveeenne

OTHER ASSETS ..ot

PROPERTY, PLANT AND EQUIPMENT
Land ..o
Buildings ......cooouveeeiiiiiiiieieeee
Machinery and equipment .............ccccec....
Software ........occeeveeriinnenn.
Construction in progress ........ .
Allowances for depreciation ...................

Mineral resources ...........ccccoevveeeenns
Mine development ...........cccceeiiieeenne
Allowances for amortization and depletion .....

PROP

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Short-term debt ........ccccoeeiiiiiiiinnns
Accounts payable ............cccoeiiinn.
Salaries and wages ................
Taxes other than income taxes .................
Other liabilities and accrued items ...........
Dividends payable ..........ccccceeviiieenn.
INCOME taxes ......ccceeveieeeniieveiiiiiinnnnn

OTHER LONG-TERM LIABILITIES .....ccccoceeiiies
RETIREMENT AND POST-EMPLOYMENT BENEFITS ...........
LONG-TERM DEBT .....ccceeeviiiiiiiiiieeiieene
DEFERRED INCOME TAXES ....ccooviiieeiiieeinne
SHAREHOLDERS' EQUITY

Serial preferred stock, no par value; 5,000,000

Common stock, no par value

Authorized 60,000,000 shares; 22,884,518 issu
Retained income ........cccccceeeiiinnenne

Common stock in treasury, 6,275,363 shares in 2
Other equity transactions .....................

See Notes to Consolidated Financial Statements.

(Dollars in thousands)

................................. $ 7,014
or 2001 and $1,677 for 2000) .... 54,616
109,110

TOTAL CURRENT ASSETS 219,322
................................. 33,224

6,737
95,645
324,037
19,949
4,260
(284,659)

ERTY, PLANT, AND EQUIPMENT - NET 171,296

TOTAL CURRENT LIABILITIES 79,579

................................. 22,921
................................. 39,552
47,251
20,189

shares authorized, none issued . -

ed shares (22,764,088 for 2000) . 92,861
................................. 229,986

322,847
001 (6,250,307 in 2000) ......... (105,041)
................................. (3,456)

TOTAL SHAREHOLDERS' EQUITY 214,350
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11,804

106,692
15,878
39,576

43,305
17,148



CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Brush Engineered Materials Inc. and Subsidiariesary Ended December 31, 2001, 2000 and 1999

(Dollars in thousands except per share amounts)

BALANCES AT JANUARY 1, 1999

Netincome ........ccccoeeeiiiiiininiiee
Foreign currency translation adjustment .........

Comprehensive iINCOME ..........ccocceeevveennnes

Declared dividends $.48 per share ...............
Proceeds from sale of 12,220 shares under
option PlIans ........cccevveerieinieeniees

Income tax benefit from employees' stock options
Other equity transactions ............cc.cce..
Forfeiture of restricted stock ..................

BALANCES AT DECEMBER 31, 1999

Netincome ........cccceviviiiiiiiiiicns
Foreign currency translation adjustment .........

Comprehensive iNCOME .........c.cceevenenne.

Transfer additional paid-in-capital to
€OMMON StOCK .....ocvriiiiiiiiiiiie
Declared dividends $.48 per share
Proceeds from sale of 218,380 shares under
Option Plans .......cccovvevviiieiiicieens

Income tax benefit from employees' stock options
Other equity transactions ...........

Forfeiture of restricted stock

BALANCES AT DECEMBER 31, 2000

Net 0SS .....ooviiiiiiiiiciec s

Foreign currency translation adjustment .........
Change in fair value of derivative

financial instruments ...

Comprehensive 10SS ........ccccceeeieeiieenins

Declared dividends $.24 per share ...............
Proceeds from sale of 95,230 shares under
option PlIans ........cccevveevieriieeiiees

Income tax benefit from employees' stock options
Other equity transactions
Forfeiture of restricted stock

BALANCES AT DECEMBER 31, 2001

See Notes to Consolidated Financial Statements.

Additional Common
Common  Paid-in- Retained
Stock  Capital Income  Treasury

$22,481 $63,974 $239,230 $(104,050)

- - 6,439 -
- - (7,776) -
12 168 - -
- 8 - -
24 (249) - (272)
- - - (243)
22517 63,901 237,893 (104,565)
- - 14,165 -
63,901 (63,901) - -
- - (7,837) -
3,255 - - -
470 - - -
600 - - 36
- - - (358)
90,743 - 244221 (104,887)
- - (10,274) -
- - (3,961) -
1,530 - - -
230 - - -
358 - - 277
- - - (431)
$92,861 $ - $229,986 $(105,041)

Stock in Com
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Other
prehensive
come(Loss) Other Total

$ (67) $ 243 $221,811

- - 6,439
59 - 59

- 563 66

- - (7,&;37)

- - 3255
- - 470

- (147) 489
- 282 (76)

(1,205) 1,035 229,907

- - (10,274)
(1,084) - (1,084)

(13,419)
- - (3,961)

- - 1530
- - 230

- (273) 362
- 132 (299)

$(4,350) $ 894 $ 214,350




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Brush Engineered Materials Inc. and Subsidiaries, Bcember 31, 2001
NOTE A - Significant Accounting Policies

ORGANIZATION: The Company is a holding company tbains operations in the United States, Westerniguemd Asia. These operations
manufacture engineered materials used in a varfatyarkets, including telecommunications and corapand related electronics, automor
electronics, optical media, data storage, decaratind performance film, aerospace/defense andamggliconsumer. The Company's
operations are aggregated into two business segmérg Metal Systems Group and the Microelectfooup - based upon the
commonalities of their products, manufacturing psses, customers and other factors. The Metali@gsBroup produces strip and bulk
alloys (primarily copper beryllium), beryllium méfaroducts and engineered material systems whdeMttroelectronics Group manufactu
precious and non-precious vapor deposition targéter precious and non-precious metal productanties, electronic packages and thick
film circuits. The Company is vertically integratadd distributes its products through a combinatib@ompany-owned facilities and
independent distributors and agents.

USE OF ESTIMATES: The preparation of financial etaénts in conformity with accounting principles geaily accepted in the United
States requires management to make estimates smhptsons that affect the amounts reported inithential statements and accompanying
notes. Actual results may differ from those estasat

CONSOLIDATION: The Consolidated Financial Statensentlude the accounts of Brush Engineered Matehal. and its subsidiaries, all
which are wholly owned. Intercompany accounts aaddactions are eliminated in consolidation.

CASH EQUIVALENTS: All highly liquid investments wita put option or maturity of three months or let®n purchased are considered to
be cash equivalents.

INVENTORIES: Inventories are stated at the lowecadt or market. The cost of domestic inventoriespt ore and supplies is principally
determined using the last-in, first-out (LIFO) math The remaining inventories are stated princypatlaverage cost.

PROPERTY, PLANT AND EQUIPMENT: Property, plant aequipment is stated on the basis of cost. Depreni& computed principally
by the straight-line method, except certain faesifor which depreciation is computed by the surthe-years digits or units-of-production
method. Depreciable lives that are used in comgutie annual provision for depreciation by clasassfet are as follows:

Years
Land improvements . . ............... ... 5to 25
Buildings . .................... 10 to 40
Leasehold improvements. . ............. ..., Life of lease
Machinery and equipment . ... .......... ..., 3to0 15
Furniture and fixtures. .............. ..., 410 15
Automobiles and trucks. . . ............ ... 2t0 8
Research equipment. . ............... ..., 6to 12
Computer hardware . .. .............. ..., 3to 10
Computer software . .. .............. ..., 3to 10

Depreciation expense was $19.9 million in 2001,.$8illion in 2000 and $18.4 million in 1999.

The Company adopted the provisions of StatemeRbsition 98-1, "Accounting for the Costs of CompBeftware Developed or Obtained
for Internal Use," in 1999. The impact of this atiop on the Company's financial statements wasigpiificant.

Mineral Resources and Mine Development: Propertjisition costs and mining costs associated withteveock removal are recorded at
cost and are depleted or amortized by the unisroftuction method based on recoverable provenlneryteserves. Exploration and pre-
production mine development expenses are chargepei@tions in the period in which they are incdrre

INTANGIBLE ASSETS: The cost of intangible assetsaisortized by the straight-line method over theqaisr estimated to be benefited,
which is generally twenty years or less. In Jun@12@he FASB issued Statement No. 142, "Goodwill @ther Intangible Assets". Under this
statement, goodwill and other indefinite lived imjéble assets will no longer be amortized, butdadtreviewed annually, or more frequently
under certain circumstances, for impairment. Inifalegassets with finite lives will continue to bmartized over their useful lives. The
amortization provisions of the statement applyrtg goodwill acquired after June 30, 2001. The Camypedopted the statement as of Jan
1, 2002 as proscribed and determined that anligwiadwill impairment charge was not required. Tdmmpany had goodwill of $7.9 million
on its balance sheet as of December 31, 2001 awdirglb amortization expense of $0.3 million in 2001

ASSET IMPAIRMENT: In the event that facts and cimtstances indicate that the carrying value of lamgdl and intangible assets may be
impaired, an evaluation of recoverability wouldpgmformed. If an evaluation is required, the estadduture undiscounted cash flow
associated with the asset would be compared tasbet's carrying amount to determine if a writedavay be requirec
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DERIVATIVES: The Company adopted Statement No. 138counting for Derivative Instruments and Hedgictivities" as of January 1,
2001 as further described in Note F to the Conatdidl Financial Statements. The Statement reqiiee€ompany to recognize all derivatives
on the balance sheet at their fair value. If thévdéve is a hedge, depending upon the naturbehedge, changes in the fair value of the
derivative are either offset against the chandaiinvalue of the hedged asset, liability or firenemitment through earnings or recognized in
other comprehensive income until the hedged iteradegnized in earnings. The ineffective portioraaferivative's change in fair value, if
any, is recognized in earnings immediately. If eva@give is not a hedge, changes in its fair valte adjusted through income.

Prior to adoption of Statement No. 133, forwardefgn exchange currency contracts did not qualifyhfedge accounting treatment and were
marked-to-market using the applicable rates withuarealized gains and losses taken to income fdreggn currency options and the
commodity and interest rate derivatives outstandmof December 31, 2000 qualified for hedge acitogitreatment. Realized gains and
losses on all derivatives were taken to income wherfinancial instrument matured. Gains and losse®reign currency derivative contra
were recorded in Other-net while gains and lossesoonmodity derivative contracts were recorded dst®f sales. Gains and losses on
interest rate derivatives were recorded in Cosatds or Interest expense depending upon the natthie underlying hedged transaction.

REVENUE RECOGNITION: The Company adopted Staff Aaating Bulletin No. 101, "Revenue Recognition im&iicial

Statements," (SAB 101) effective with the beginniighe fourth quarter 2000 as proscribed. The igions of SAB 101 codify the
requirements for recognizing revenue. Adoption ABS.01 did not have a material impact on the Comyfsastatement of income or financial
position. The Company recognizes revenue whernitthdd the goods passes to the customer.

SHIPPING AND HANDLING COSTS: The Company record#pging and handling costs for products sold to @ongrs in Cost of sales on
the Consolidated Statements of Income.

ADVERTISING COSTS:The Company expenses all adviedisosts as incurred. Advertising costs were inemal for the years presented
the Consolidated Financial Statements.

INCOME TAXES: The Company uses the liability methodneasuring the provision for income taxes amwgeizing deferred tax assets
liabilities on the balance sheet.

RECLASSIFICATION: Certain amounts in prior yearsddeen reclassified to conform to the 2001 codatdid financial statement
presentation.

NET INCOME PER SHARE: Basic earnings per share.&)Rs computed by dividing income available tonooon stockholders by tt
weighted average number of common shares outstafalithe period. Diluted E.P.S. reflects the assdimonversion of all dilutive common
stock equivalents as appropriate under the treaack method.

NEW PRONOUNCEMENT: In June 2001, the Financial Aatiing Standards Board (FASB) issued StatementlMb, "Busines:
Combinations," which eliminates the pooling metlebéccounting for all business combinations in@dhafter June 30, 2001. The statement
also addresses the initial recognition and measemenf goodwill and other intangible assets acglinea business combination. The
Company adopted this standard as proscribed.

NOTE B - Inventories
Inventories in the consolidated balance sheetswaremarized as follows:

December 31,

(Dollars in thousands) 2001 2000
Principally average cost:
Raw materials and supplies. . ... ... $ 17,510 $ 19,458
Inprocess. ............... 75,458 88,956
Finished goods. .. ........... 41,789 33,202
Gross inventories. . . ........ 134,757 141,616
Excess of average cost over LIFO
Inventoryvalue . ............ 25,647 25,973
Net inventories. . . ......... $ 109,110 $ 115,643

Average cost approximates current cost. Gross toviess accounted for using the LIFO method totdl45886,000 at December 31, 2001 and
$110,384,000 at December 31, 2000. The liquidatfddFO inventory layers in 2001 reduced cost désdy $441,000.

NOTE C - Interest



Interest expense associated with active constrmuetiml mine development projects is capitalizedaandrtized over the future useful lives of
the related assets. The following chart summatizesccrued interest and the amount capitalizedetisas the amortization of capitalized

interest for 2001, 2000 and 1999.

(Dollars in thousands)

Interest accrued ................
Less capitalized interest ...
Total expense ........ccce.......

Amortization, included
principally in cost of sales

2001 2000 1999

$3,918 $4,865 $ 4,302
591 213 129
$3,327 $4,652 $4,173

$ 742 $ 822 $ 880
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Interest paid was $4,092,000, $4,984,000 and $4884n 2001, 2000 and 1999, respectively.

In 1986, the Company purchased company-ownedr#ferance policies insuring the lives of certainteaiStates employees. The contracts
are recorded at cash surrender value, net of pldanys, in Other Assets. The net contract (incoexgense, including interest expense
recorded in Selling, general and administrativeemsgs, was ($261,000), $321,000 and ($283,00®0dth,2000 and 1999, respectively. The
related interest expense was $1,379,000, $1,705002,404,000, respectively.

NOTE D - Debt
A summary of long-term debt follows:

December 31,
(Dollars in thousands) 2001 2000
Variable rate demand bonds payable
in installments beginning in 2005 ............... ... $ 3,000 $ 3,000
Variable rate promissory note -
Utah land purchase payable in 20

annual installments through 2021 ............... 965
Variable rate industrial development

revenue bonds payable in 2016 .................. 8,305 8,305
Revolving credit agreement ...............c.co..... ... 35,000 32,000

Current portion of long-term debt ................. (29)

$47,251 $43,305

Maturities on long-term debt instruments as of Delger 31, 2001 are as follows:

2002, ... $ 19
2003. ... 35,032
2004, ... 33
2005. ... 635
2006. . ... 637
Thereafter. . .................. 10,914
$ 47,270

The Company has a revolving credit agreement visthanks, which provides a maximum availability$&5,000,000 through October 1,
2003. At December 31, 2001, there was $35,000,008hg-term borrowings outstanding against thigagrent at an average rate of 4.96%
that is fixed at several maturities through Febyua002 at which time it will be reset accordinghe terms and options available to the
Company under the agreement. The agreement allSdampany to borrow money at a premium over LIBS®DRrime rate and at varying
maturities.

The following table summarizes the Company's stesrty lines of credit. Amounts shown as outstandiregincluded in shoterm debt on tt
Consolidated Balance Sheets.

December 31, 2001

Tota | Outstanding Available

(Dollars in thousands)

DOMESLC ....vveevvveeiieceiie e , 65 $ 12,796 $ 3,269
Foreign .....ccooeeeeviiieeeiiieeenn , 06 8,168 5,838
Precious Metal 99 6,599 --

Total oo 70 $ 27,563 $ 9,107

Total Outstanding Available
(Dollars in thousands)
DOMESLC c.vvevevenieeireiecie e $ 16,96 9 $ 10,348% 6,621
Foreign ......ccoooeveeieeiiieeen, 17,12 4 8,560 8,564
Precious Metal ...........ccccocuueeee. 6,52 7 6,527 -
Total cvveeeeeeeece e $ 40,62 0

$ 25,435% 15,185




The domestic line is committed and included in$66.0 million maximum borrowing under the revolviagdit agreement mentioned above.
The foreign lines are uncommitted, unsecured anewed annually. The precious metal facility (priityagold) is uncommitted and secured.
The average interest rate on short-term debt wvB898and 3.36% as of December 31, 2001 and 20Qtectgely.

In November 1996, the Company entered into an aggaewith the Lorain Port Authority, Ohio to iss$®,305,000 in variable rate industrial
revenue bonds, maturing in 2016. The variablenatged from 1.37% to 4.77% in 2001 and 3.24% t0%. turing 2000.

In 1994, the Company refunded its $3,000,000 indhlstevelopment revenue bonds. The 7.25% bonds vedunded into variable rate
demand bonds. The variable rate ranged from 1.80865% during 2001 and from 3.10% to 5.95% du#6Q0. In December 1995, the
Company entered into an interest rate swap agregmemanage its interest rate exposure on the $300 variable rate demand bond. The
Company converted the variable rate to a fixed oate 75% under the interest rate swap agreemannthatures in 2002.

The loan agreements, through September 2001,adadheincluded certain restrictive covenants cowgtite incurrence of additional debt,
interest coverage, and maintenance of working agpéngible net worth (as defined) and debt tmiegs ratio. Effective December 2001, the
Company amended its revolving credit agreemenlydiieg revisions to certain definitions, covenaamsl security. As a result of the
amendment, the bank group took a security positianportion of the Company's domestic accountsivable, inventory and certain fixed
assets up to a maximum of $65,000,000. Other amentimvere made to covenants regarding interestageefixed charges, leverage tests,
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certain rent expenses, capital expenditure levedspgrmitted acquisitions. The amendment also pitshtihe declaration of dividends during
the term of the agreement. The Company was in damg# with all of its debt covenants as of Decen@igr2001.

NOTE E - Leasing Arrangements

The Company leases warehouse and manufacturing,spad manufacturing and computer equipment ungkenating leases with terms
ranging up to 25 years. Rent expense amounted3d $dillion, $12.4 million and $10.5 million durir@P01, 2000 and 1999, respectively.
The future estimated minimum lease payments undiecancelable operating leases with initial lease sarmexcess of one year at Decen
31, 2001, are as follows: 2002 - $5.1 million; 203t.8 million; 2004 - $4.6 million; 2005 - $4.1illion; 2006 - $3.3 million and thereafter -
(all years in total) $14.5 million.

The Company has operating leases for a producdicitity and certain equipment located in that fiacit the Elmore, Ohio plant site. The
facility and related equipment are owned by thiadties and cost approximately $80.1 million. Stertof this facility began in the fourth
quarter of 1997. Lease payments for the facilitgtowe through 2011 with options for renewal. Thdreated minimum payments under this
lease are included in the preceding paragraph.elgagments for the related equipment began in 2@8continue through the initial lease
term expiring in 2002. The Company has optionetew the equipment lease for seven pear periods and to purchase the equipment f
estimated fair value at the end of each term. €hed provides for a substantial residual valueaguee by the Company at the termination of
the lease. The Company renewed the lease for #éngear period beginning March 2002 and the paymamder this lease are estimated to be
$9.1 million in 2002. The equipment lease is stited to be an operating lease for financial repgrfiurposes and a capital lease for federal
income tax purposes.

The lease agreements include restrictive covertanvisring certain liquidity ratios, maintenancearigible net worth (as defined) and
maximum rental expenses. In 2001, as well as i 201@ 1999, the Company amended certain provisibits master lease agreement,
including its covenant regarding the funded detgamings before interest, taxes, depreciation régation and certain rents (EBITDAR)
ratio. Effective December 2001, amendments wereenti@dovenants regarding interest coverage, fikedges, leverage tests, certain rent
expenses, capital expenditure levels, dividendadatibns and permitted acquisitions.

NOTE F - Derivative Financial Instruments and Fair Value Information

The Company is exposed to commodity price, inteastand foreign currency exchange rate differeaee attempts to minimize the effects
of these exposures through a combination of nahedgies and the use of derivative financial inseémis. The Company has policies
approved by the Board of Directors that establghpgarameters for the allowable types of derivatigeruments to be used, the maximum
allowable contract periods, aggregate dollar litiotzss and other hedging guidelines. The Companlonily secure a derivative if there is an
identifiable underlying exposure that is not othisencovered by a natural hedge. In general, déveswill be held until maturity. The
following table summarizes the fair value of then@any's outstanding derivatives and debt as of mbee 31, 2001 and December 31, 2(

December 31, 2001 December 31, 2 000
Asset/(Liability) Noti onal Carrying Fair  Notional Carrying Fair
(Dollars in thousands) Amo unt Amount  Value Amount  Amount Value
FOREIGN CURRENCY CONTRACTS
Forward contracts
YEN o $ 1, 874 $ 449 $ 449 $ 7,193 $702 $702
Sterling ...oooevvveveenieieen 2, 892 37 37 820 72 72
Total oo $ 4, 766 $ 486 $ 486 $ 8,013 $ 774 $ 774
Options
YeNn oo $ 17, 641 $ 2,324 $ 2,324 $21,520 - $1,187
Deutschmark/Euro .................... 6, 100 59 59 21,240 - 174
Sterling ..eeveeviiiieeeeieeeee - - - -- 805 - 93
Total oo $ 23, 741 $ 2,383 $ 2,383 $43,565 - $ 1,454
COMMODITY PRICE CONTRACTS
FLOATING TO FIXED .....ccovvvvrreiene 11, 135 (1,301) (1,301) 9,065 - (308)
INTEREST RATE EXCHANGE CONTRACTS
FLOATING TO FIXED .....ccceovvrrrnnnne 57, 818 (3,401) (3,401) 118,700 - (1,330)
SHORT AND LONG-TERM DEBT ........ccccuue.. - - (74,833) (74,833) - (68,740) (68,740)
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SFAS No. 107 defines fair value as the amount athvan instrument could be exchanged in a curransaction between willing parties,
other than in a forced or liquidation sale. The failue of the foreign currency, forward contraasl options and the commodity and interest
rate contracts was calculated using the applicaalket rates at December 31, 2001 and Decemb@080, The fair value of the Company's
debt was estimated using a discounted cash flolysindased on the Company's current incrementabiing rates for similar types of
borrowing arrangements.

The Company adopted SFAS No. 133, "Accounting feriéative Instruments and Hedging Activities" arfdAS No. 138, "Accounting for
Certain Derivative Instruments and Certain Heddwatjvities," which amended SFAS No. 133 as of Japuda 2001. The initial adjustment
for adopting these statements did not have a nahterpact on earnings and resulted in a $0.4 milibarge recorded against other
comprehensive income on the balance sheet. AH®ffompany's commodity swaps, interest rate swagh$oaeign currency derivative
contracts have been designated as cash flow hedgiefined under these statements.

SFAS No. 133 requires the fair value of outstandiegvative instruments to be recorded on the lwalaheet. As of December 31, 2001, the
Company recorded derivative fair values of $2.4iamilin Prepaid expenses, $0.4 million in Other#ss$1.8 million in Other liabilities and
accrued items and $2.9 million in Other long-terabilities on the Consolidated Balance Sheet. Tdlarite sheet classification of the fair
values is dependent upon the Company's rights bligations under each derivative and the remaiténgn to maturity. Changes in fair
values are recorded in income or other compreherisoome as appropriate under SFAS No. 133 guieelifihe change in the fair value of
the Company's derivatives and other current yedgihg activity resulted in a charge to other corhpresive income of $3.4 million during
2001. As a result of derivatives maturing, $1.2ioml was relieved out of other comprehensive inc@me charged against income. Hedge
ineffectiveness of $0.5 million was charged agaimsbme in 2001 and was included on the Otherinetdn the Company's Consolidated
Statement of Income. The net derivative loss rezmbid other comprehensive income was $2.1 mill®ofaDecember 31, 2001. The
Company estimates that approximately $0.5 millibthe $2.1 million in other comprehensive incom®atember 31, 2001 will be credited
to income during 2002 as a result of maturing deies.

The Company hedges a portion of its net investrmeits Japanese subsidiary using yen-denominatetd Aenet gain of $0.4 million
associated with translating this debt into doli&es recorded in the cumulative translation adjustras of December 31, 2001. The
corresponding amount at December 31, 2000 was laswebf $0.3 million.

FOREIGN EXCHANGE HEDGE CONTRACTS

The Company uses forward and option contracts dgéanticipated foreign currency transactions, arilpforeign sales. The purpose of the
program is to protect against the reduction in @afithe foreign currency transactions from advessghange rate movements. Should the
dollar strengthen significantly, the decrease attanslated value of the foreign currency transastshould be partially offset by gains on
hedge contracts. Depending upon the method usedptitract may limit the benefits from a weakerohthe dollar. The Company's policy
limits contracts to maturities of two years or l&ssn the date of issuance. All of the contractsstanding as of December 31, 2001 mature
within 13 months. Realized gains and losses orignrexchange contracts are recorded in Other-n#t@onsolidated Statements of
Income. The total exchange gain/(loss), which idekirealized and unrealized losses, was $2.3 milti@001, $4.0 million in 2000 and $2.2
million in 1999.

COMMODITY PRICE HEDGE CONTRACTS

The Company purchases and manufactures produd@imioig copper. Purchases are exposed to prictufitions in the copper market.
However, for the majority of its copper-based priduthe Company will adjust its selling priceststomers to reflect the change in its
copper purchase price. This program is designée orofit neutral; i.e., any changes in coppergwj@ither up or down, will be directly
passed on to the customer.

The Company uses commodity price contracts (Meaps) to hedge the copper purchase price for tholsenes where price fluctuations
cannot be passed on to the customer. Under thesects, which are purchased from financial infitus, the Company makes or receives
payments based on a difference between a fixed fai specified in each individual contract) arerttarket price of copper. These paymi
will offset the change in prices of the underlygchases and effectively fix the price of coppgeha swap rate for the contracted volume.
The Company's policy limits commodity hedge cortsac maturities of 27 months or less from the ioagdate of issuance. All commodity
hedges outstanding as of December 31, 2001 maithim\24 months. Realized gains and losses on tbeseacts are recorded in Cost of
sales on the Consolidated Statements of Income.
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INTEREST RATE HEDGE CONTRACTS

The Company attempts to minimize its exposure ter@st rate variations by using combinations aédixand variable rate instruments with
varying lengths of maturities. Depending upon titeriest rate yield curve, credit spreads, projebtedowing requirements and rates, cash
flow considerations and other factors, the Company elect to secure interest rate swaps, capsyrsptiptions or other related derivative
instruments. Both fixed-to-variable and variablefit@d interest rate swaps may be used.

In December 1996, the Company entered into andsteate swap agreement to hedge the variablpagtaents to be made during the initial
term of an equipment lease (see Note E to the Qidased Financial Statements). In February 1998 Gbmpany entered into an interest rate
swap agreement to hedge the variable rate payroeritee equipment for the remaining terms of theded@he Company has accounted for
these swaps as hedges effectively fixing the estidhizase payments throughout the life of the leBise first swap matured in the fourth
quarter 2001. The maximum notional amount covesethe remaining swap is $54.8 million. Gains arsk&s on the two swaps hedging the
equipment leases are recorded in Cost of salelseo@ansolidated Statements of Income.

In December 1995, the Company entered into andsteate swap, converting to a fixed rate fromraabée rate on a $3,000,000 industrial
revenue development bond. Gains and losses orvwifais are recorded in Interest expense on the ddatad Statements of Income.

NOTE G - Capital Stock

On May 2, 2000, the Company's shareholders apprihveeceorganization of the Company's corporatecsira. Through a merger, Brush
Wellman Inc. became a wholly owned subsidiary bblling company, Brush Engineered Materials Inac@kding to the merger agreement,
each share of Brush Wellman Inc. Common Stock wakanged for one share of Brush Engineered Maselrigl. Common Stock. The
merger was effective May 16, 2000.

Shares of Brush Engineered Materials Inc. CommonkSdo not have a stated par value while Brush Mgl Inc.'s shares had a $1 par v:
The balance in additional paid-in capital at timeetiof the merger was combined with the existingvaduie common stock balance
accordingly, with the change reflected in the Cdidated Balance Sheets and the Consolidated StatsroéShareholders' Equity for the y
ended December 31, 2000.

The Company has 5,000,000 shares of Serial Prdf&tack authorized (no par value), none of which been issued. Certain terms of the
Serial Preferred Stock, including dividends, redgampand conversion, will be determined by the Bloafr Directors prior to issuance.

On January 27, 1998, the Company's Board of Dire@dopted a new share purchase rights plan anareééa dividend distribution of one
right for each share of Common Stock outstandingf éise close of business on February 9, 1998.pléwe allows for new shares issued after
February 9, 1998 to receive one right subject ttagelimitations and exceptions. Each right easitthe shareholder to buy one dnumdredtt

of a share of Serial Preferred Stock, Series Anahitial exercise price of $110. A total of 45000unissued shares of Serial Preferred Stock
will be designated as Series A Preferred StockhEhare of Series A Preferred Stock will be ertitte participate in dividends on an
equivalent basis with one hundred shares of Com@&took. Each share of Series A Preferred Stockbeilentitled to one vote. The rights v
not be exercisable and will not be evidenced byarsa#p right certificates until a specified timesafainy person or group acquires beneficial
ownership of 20% or more (or announces a tender &f 20% or more) of Common Stock.The rights expin January 27, 2008, and can be
redeemed for 1 cent per right under certain cir¢ances.

The amended 1995 Stock Incentive Plan authorizegréinting of five categories of incentive awamstion rights, performance restricted
shares, performance shares, performance unitsesiitted shares. As of December 31, 2001, no padoace units have been granted.

Option rights entitle the optionee to purchase comishares at a price equal to or greater than maakee on the date of grant. Option rights
outstanding under the amended 1995 Stock InceRiae and previous plans generally become exeresaldr a four-year period and expire
ten years from the date of the grant. In 1995QGbmpany's right to grant options on a total of 388,shares (under the Company's 1979,
1984 and 1989 stock option plans) was terminatexh ghareholder approval of the amended 1995 Stawntive Plan. No further stock
awards will be made under the Company's 1979, 38841989 stock option plans except to the extetshares become available for grant
under these plans by reason of termination of aptfmreviously granted.
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The 1990 Stock Option Plan for Non-employee Dires{the "1990 Plan") was terminated effective May998. The 1997 Stock Incentive
Plan for Non-employee Directors replaced the 1980 Bnd provides for a one-time grant of 5,000a@#ito up to six new non-employee
directors who have not yet received options unlderl990 Plan at an option price equal to the fairket value of the shares at the date of the
grant. Options are nogualified and become exercisable six months afieidiate of grant. The options generally expireytsars after the da
they were granted. The 1997 Stock Incentive PlamNfm-employee Directors was amended on May 1, 206& amendment added an
additional 100,000 shares to the Plan and estadliatgrant of up to 2,000 options to each Direataually.

Stock option, performance restricted share awadppmance share award, and restricted share aaedikdties are summarized in the
following table:

2001 2000 1999
Weighted Weighte d Weighted
Average Averag e Average
Exercise Exerci se Exercise
Shares Price  Shares Price Shares Price
STOCK OPTIONS:
Outstanding at beginning of year. . .. .. .. 1,214,488 $ 17.75 1,323,908 $ 17.6 0 1,274,043 $ 1857
Granted. . ................... 277,650 22.31 254,600 16.1 0 249,225 14.69
Exercised. ................... (95,230) 15.11 (223,580) 14.9 6  (12,220) 14.74
Canceled.................... (50,340) 17.35 (140,440) 17.7 7 (187,140) 20.85
Outstanding atend of year . . ......... 1,346,568 18.83 1,214,488 17.7 5 1,323,908 17.60
Exercisable atend of year. . ......... 1,108,763 18.63 943,453 17.7 8 1,088,703 17.37
PERFORMANCE RESTRICTED AWARDS:
Allocated and restricted at beginning of year . - 55,062 60,450
Awarded during theyear. . ........... - - -
Vested. . ................... - - -
Forfeited. ... ................ - (55,062) (5,388)
Awarded and restricted at end of year. . . . . . - - 55,062
PERFORMANCE AWARDS:
Allocated at beginning of year. . .. ... .. 78,000 105,531 109,947
Allocated during the year. . .. ........ - - -
Issued. . ....... ... .. ... .. - - 1,722)
Forfeited. . .................. (78,000) (27,531) (2,694)
Allocated atend of year. . .......... - 78,000 105,531
RESTRICTED AWARDS:
Awarded and restricted at beginning of year. . . 88,183 68,438 49,738
Awarded during the year. .. .......... 20,000 28,545 22,100
Vested. .................... (37,160) (5,600) -
Forfeited. . .................. (10,278) (3,200) (3,400)
Awarded and restricted at end of year. . . . .. 60,745 88,183 68,438
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The market value of the performance restrictedeshand the performance shares adjusted for managsrerpectation of reaching the
Management Objectives as outlined in the plan agee¢, and the related dividends on the performaesteicted shares have been recorded
as deferred compensation- restricted stock and asmponent of other equity transactions of shddeins equity. Deferred compensation is
amortized over the vesting period. Amounts recomigainst Selling, general and administrative expetataled $380,000 in 2001, $432,000
in 2000 and $10,000 in 1999.

The following table provides additional informatiabout stock options outstanding as of Decembe?2@d1:

Options Outstanding

Weighted-

Options Exercisable

average Weighted- Weighted-
Remaining average average
Range of Number Contract Exercise Number Exercise
Option Prices Outstanding Life Price Exe rcisable Price
$11.81 -$15.97 591,080 5.68 $ 1527 4 90,750 $ 15.22
$16.06 - $19.78 297,603 4.63 18.00 2 97,003 18.00
$20.25 - $26.72 457,885 7.95 2398 3 21,010 24.42
1,346,568 6.22 $ 18.83 1,1 08,763 $ 18.63

The weighted-average remaining contractual lifeffons outstanding at December 31, 2000 and 19898B years and 5.86 years,
respectively. The number of shares available farrugrants as of December 31, 2001, 2000 and 59®®0,886 shares, 757,918 shares and
824,636 shares, respectively.

The Company has adopted the disclosure-only prangsof SFAS No. 123, "Accounting for Stock Basednpensation,” but applies APB
Opinion No. 25 and related interpretation in acdounfor its stock incentive plan. If the Comparadhelected to recognize compensation
expense for its stock incentive plan awards baseti® estimated fair value of the awards on thetgtates, consistent with the method
prescribed by SFAS No. 123 by amortizing the expengr the options' vesting period, the pro formgimcome (loss) and earnings
(loss) per share (E.P.S.) would have been as mheted:

2001 2000 1999
(In thousands of dollars except =~ ------- L
per share amounts)

Net income (loss) Asreported $(10,274) $ 14,165 $ 6,439

Pro Forma  (11,626) 13,068 5,307
Basic E.P.S. As reported (0.62) 0.87 0.40

Pro Forma (0.70) 0.80 0.33
Diluted E.P.S. As reported (0.62) 0.86 0.40

Pro Forma (0.70) 0.79 0.33

Note: The pro forma disclosures shown are not ssrtive of the effects on net income and earnpegshare in future yeal

The weighted-average fair value of the Compangsksbptions used to compute the pro forma net ircand earnings per share disclosures
is $9.10, $5.34 and $3.96 for 2001, 2000 and 189®ectively. The fair value is the estimated presealue at grant date using the Black-
Scholes option-pricing model with the following \ghted-average assumptions for the various grar2e0d, 2000 and 1999:

2001 2000 1999

Risk-free interestrate . . ....... 5.09% 6.70% 4.77%

Dividend yield. .. .......... 1.40% 2.63%  3.04%
Volatility of stock . . ........ 3 6.50%  32.30% 30.40%
Expected life of option. . .. ... .. 7 years 6years 6 years

The annual dividend yield is a function of dividerdeclared in that year and the annual averagk ptaze.
NOTE H - Income Taxes

Income (loss) before income taxes and income tébarsefit)are comprised of the following componengspectively



2001 2000 1999

(Dollars in thousands) Income(loss) before incoaxes:
DOMESLIC. ..c.uveeiiiieiiieeiieeciie $ (18
Foreign

Total before income taxes.............. $ (17

Income taxes(benefit):
Current income taxes:
DOMESLIC ..cvveeivieeciee e $@1
Foreign .......occoveeeiiiiieeeninn,
Total current ........cccevvveeeennn.
Deferred income taxes:
DOMESLIC ..ooeeiiiiiieiieee e, 5
FOreign ......ooccoveeeiiiiieeenin,

Total deferred ..o (6

Total income taxes ..........cce...... $(7
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,035)$ 17,046 $ 4,983
639 1,288 1,402

,396) $ 18,334 $ 6,385

588)$ 1,460 $ (54)
833 416 609

(755) 1,876 555

785) 2,988  (183)
(582) (695) (426)

122)$ 4,169 $  (54)




A reconciliation of the federal statutory and effee income tax rates follows:

200 1 2000 1999
Federal statutory rate .................... (34. 0)% 34.0% 34.0%
State and local income taxes,
net of federal tax effect ................ 1. 0 15 1.8
Effect of excess of percentage
depletion over cost depletion ...... . 4) (6.5) (18.8)

Company-owned life insurance
Research and experimentation
tax credit .....oceeeeeeieeee, - - (1.1) (16.3)
Difference due to book and tax

basis of assets of acquired

4 07 (1.3)

businesses ........ccccceviiieeiniinen. - - 01 03
Taxes on foreign source income ............ (5. 6) (5.2) (9.4)
Valuation allowance - - (19 55

Other items .....ccccevveveeveiiiiins . 5 1.1 3.4

Effective tax rate ...........cccoeuues (40. 9)% 22.7% (0.8)%

Included in current portion of domestic income &»a@s shown in the Consolidated Statements of Iecane $253,000, $406,000 and
$170,000 of state and local income taxes in 200Q02nd 1999, respectively.

The Company had domestic and foreign income taxgays (refunds), of $(640,000), $1,134,000 and GR(EM) in 2001, 2000 and 1999,
respectively.

Under SFAS No. 109, "Accounting for Income Taxaeferred tax assets and liabilities are determbaestd on temporary differences
between the financial reporting bases and the asr$of assets and liabilities. Deferred tax assetgliabilities) recorded in the Consolida
Balance Sheets consist of the following at Decerfier

2001 2000

(Dollars in thousands)
Post-retirement benefits other

than pensions ...........ccccoeceevieeennen. $10,624 $12,280
Alternative minimum tax credit .................. 14,048 13,706
Other reserves ........cccccceveeeeenn.. . 8,688 8,759
Environmental reserves ................ccceeue. 2,238 2,508
Inventory .........ccccviiiiiennns 5,133 145
Tax credit carryforward ..............ccoeveeee 1,663 1,680
Net operating loss carryforward 13,138 7,632
Miscellaneous ...........cccccceeveveiinnnnnns 338 399
Total deferred tax assets ........ccccccveeen... 55,870 47,109
Depreciation .........cccoecvveeeeiiiiieeeenns (30,401) (26,925)
Pensions .......ccccoceiiiiiiie (2,864) (4,102)
Mine development ........cccccccveveeeerininnns (1,626) (1,548)
Capitalized interest expense ..........c......... (2,496) (2,419)
Total deferred tax liabilities .................. (37,387) (34,994)
Net deferred tax asset ...........ccccueeeneen. $18,483 $12,115

At December 31, 2001, for income tax purposesCihmpany had domestic net operating loss carryfatsvaf $35,340,000, which are
scheduled to expire in calendar years 2019 thr@@ti. The Company also had foreign net operatisg ¢arryforwards for income tax
purposes of $2,493,000 that do not expire.

At December 31, 2001, the Company had researckexgmetimentation tax credit carryforwards of $1,668, that are scheduled to expire in
calendar years 2009 through 2020.

NOTE | - Earnings Per Share

The following table sets forth the computation asiz and diluted earnings (loss) per share (E:P.S.)

20 01 2000 1999

Numerator for basic and diluted E.P.S.:



Net income (I0SS) ......coovvevevineennne. $(10,2 74,000) $ 14,165,000 $6,439,000
Denominator:
Denominator for basic E.P.S.:
Weighted-average
shares outstanding .................. 16,5 18,691 16,292,431 16,198,885

Effect of dilutive securities:

Employee stock options ................. -- 91,952 28,420
Special restricted stock ............... - 64,284 52,286

Diluted potential

common shares ...........ccccvveees -- 156,236 80,706
Denominator for diluted E.P.S.:

Adjusted weighted-average

shares outstanding ..................... 16,5 18,691 16,448,667 16,279,591
Basic E.P.S. ..o $ (0.62) $ 0.87 $ 0.40
Diluted E.P.S. ..ceeoveveeceenne $

(062 $ 086 % 0.0

Under SFAS No0.128, "Earnings per Share," no paeotimmon shares shall be included in the commutatf any diluted per-share amount

when a loss from continuing operations exists. Adicmly, dilutive securities totaling approximatel$1,896 shares have been excluded from
the 2001 diluted E.P.S. calculation.

Options to purchase Common Stock with exerciseeprio excess of the average share price totaliegt88 at December 31, 2001, 239,925

at December 31, 2000 and 680,348 at December 39, W6re excluded from the diluted E.P.S. calcufetias their effect would have been
anti-dilutive.

35



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Brush Engineered Materials Inc. and Subsidiaries, Bcember 31, 2001

NOTE J - Pensions and Other Post-retirement Benefit

Pension Benefits Other Benefits

2001 2000 2001 2000
(Dollars in thousands)
CHANGE IN BENEFIT OBLIGATION
Benefit obligation at end of prior year .......... . L $ 79,733 $ 76,914 $ 33,910 $ 31,204
SEIVICE COSL oot 3,622 3,315 303 298
Interest CoSt .......oovvvviiieiiiiiieieeiiees 6,244 6,038 2,596 2,398
Amendments ..., 95 868 -- -
Actuarial (gain) loss 13,242 (312) 6,468 2,847
Benefit payments . (7,620) (7,090) (3,057) (2,837)
Curtailment .........cccovveinieeniienieeee, (2,438) -- -- --
Benefit obligation at end of year .................. L 92,878 79,733 40,220 33,910
CHANGE IN PLAN ASSETS
Fair value of plan assets at end of prioryear.... L. 108,517 114,445 -- --
Actual return on plan assets .......cccccceeeeeee (3,749) 3,236 -- --
Employer contributions (2,074) 3,057 2,837
Benefit payments (7,090) (3,057) (2,837)
Fair value of plan assets at end of year ........ . L 94,713 108,517 -- -
Funded Status ......cccoovvvivviiiiciiiceieee e 1,835 28,784 (40,220)
Unrecognized net actuarial (gain) ......cccceceeee. 831 (25,135) 5,480 (988)
Unrecognized prior Service CoSt .......cccceeeeee e 6,445 7,592 (1,132) (1,244)
Unrecognized initial net (asset) obligation ....... . L (774) (1,186) -- -
Net amount recognized ........cccoevvvvvnieeece $ 8,337 $ 10,055 $(35,872) $(36,142)
AMOUNTS RECOGNIZED IN THE CONSOLIDATED BALANCE SHHECONSIST OF:
Prepaid benefit CoSt ......ccccevvvvvnieiinees $ 12,464 $ 13,485 $ - $
Accrued benefit liability .....c.ccoooevvvv. (4,127) (3,430) (35,872) (36,142)
Net amount recognized ......cccocvevevcevcencnc e $ 8,337 $ 10,055 $(35,872) $(36,142)
WEIGHTED-AVERAGE ASSUMPTIONS AS OF DECEMBER 31
Discount rate ........cccceeveeenieeniiieennen. 7.125% 8.00% 7.125% 8.00%
Expected return on plan assets 10.00% 10.00% N/A N/A
Rate of compensation increase 5.00% 5.00% N/A N/A
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For measurement purposes, a 10% annual rate efiserin the per capita cost of covered healthlzmefits was assumed for 2002
decreasing gradually to 6% in 2006 and remainintattlevel thereafter for pre-65 benefits, an 8%l rate of increase per capita cost of
covered health care benefits was assumed for 28€@2asing gradually to 6% in 2006 and remainirthatlevel thereafter for post-65
benefits and a 15% annual rate of increase ind¢negpita cost of prescription drugs was assumedd02 decreasing gradually to 6% in
2008 and remaining at that level thereafter.

The Company transferred $2.5 million in 2001 and $Rillion in 2000 of excess pension assets oth@fplan to fund a portion of the
payments made under the Company's retiree medaral phe transfers were made pursuant to IRC Sed2 guidelines. This type of
transfer may only be made if certain criteria aet,rimcluding the actuarial value of the plan assetist be at least 125% of the current
liability as of the plan valuation date. The trasfut is included on the employer contributiorelin the above chart reconciling the chang
pension plan assets in 2001 and 2000.

Pension Benefits Other B enefits

2001 2000 1999 2001 2000 1999
(Dollars in thousands)
COMPONENTS OF NET PERIODIC BENEFIT COST
Service cost . ... ... ..$ 3622 $ 3315 $3649 $ 303 $ 298 $ 362
Interestcost. .. .............. .. .. 6,244 6,038 5,843 2,596 2,398 2,114
Expected return on plan assets. . ......... . (10,455) (10,074) (9,288) - - -
Amortization of prior service cost. ... .... .. 672 613 613 (112) (112)
Amortization of initial net (asset) obligation. . . .. (412) (707) (707) - -
Recognized net actuarial (gain) loss. .. ... .. .. (958) (805) - - (53) (159)
Curtailment (gain) loss. . . ........... ... 570 - - - -
Net periodic (benefit) cost . ... ........ .8 (717) $ (1,620) $ 110 $ 2,787 $ 2,531 $2,317

The Company recorded a plan curtailment in thetfoAssumed health care cost trend rates have disagr quarter 2001 in accordance w
SFAS No. 88, "Employers' effect on the amounts meplfor the health care plans. A one- AccountiorgSettlement and Curtailment of
Defined Benefit percentage-point change in assumeedth care cost trend rates Pension Plans ariefanination Benefits". The curtailment
would have the following effects: was required hesgaof the significant reduction in the number laharticipants. The curtailment
increased the pension expense in 2001 by $570/id0ealuced the benefit obligation by $2,438,00Detember 31, 2001.

The projected benefit obligation, accumulated bigoéligation, and fair value of plan assets far lension plans with accumulated benefit
obligations in excess of plan assets were $1,563%0458,000 and $0, respectively, as of Dece®bgP001, and $1,756,000, $1,314,000
and $0, respectively, as of December 31, 2000.

Assumed health care cost trend rates have a signifeffect on the amounts reported for the heath plans. A one-percentage-point change
in assumed health care cost trend rates would thaviollowing effects:

1-Percentage- 1-Percentage-
point point
Increase Decrease

(Dollars in thousands)
Effect on total of service and
interest cost components . . . . .. $ 123 $ (109)

Effect on post-retirement benefit
obligation .. ........... 2,085 (1,839)
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The Company also has accrued unfunded retiremearigegments for certain directors. The projectedfieabligation was $178,000 at
December 31, 2001 and $196,000 at December 31, 200@rresponding accumulated benefit obligatio$b78,000 at December 31, 2001
and $196,000 at December 31, 2000 has been reealyaiza liability in the balance sheet and is mhetlin retirement and post-employment
benefits. Certain foreign subsidiaries have furaied accrued unfunded retirement arrangements rthatod material to the consolidated
financial statements.

The Company also sponsors a defined contributian plailable to substantially all U.S. employeesm@any contributions to the plan are
based on matching a percentage of employee sanpgsa specified savings level. The Company'srimrtions were $2,455,000 in 2001,
$2,850,000 in 2000 and $2,358,000 in 1999. The Gmypeduced its matching percentage in half effeatiith the beginning of the fourth
quarter 2001.

NOTE K - Contingencies and Commitments
CBD CLAIMS

The Company is a defendant in proceedings in varsbate and federal courts by plaintiffs alleginatthey have contracted chronic beryll
disease ("CBD") or related ailments as a resudtxpiosure to beryllium. Plaintiffs in CBD cases sestovery under theories of intentional
and various othdegal theories and seek compensatory and punitiweades, in many cases of an unspecified sum. Spdtiaay, claim los:
of consortium. Additional CBD claims may arise.

Management believes the Company has substantiehsies$ in these cases and intends to contest thevigigirously. Employee cases, in
which plaintiffs have a high burden of proof, hdstorically involved relatively small losses tet@ompany. Third-party plaintiffs (typically
employees of our customers) face a lower burdgaraxf than do our employees, but these cases asxally covered by varying levels of
insurance.

Although it is not possible to predict the outcoafi¢he litigation pending against the Company dadiubsidiaries, the Company provides for
costs related to these matters when a loss is pi@bad the amount is reasonably estimable. Litigas subject to many uncertainties, and it
is possible that some of the actions could be @ekcichfavorably in amounts exceeding the Compaegarves. An unfavorable outcome or
settlement of a pending CBD case or additional esvenedia coverage could encourage the commencerinadditional similar litigation.

The Company is unable to estimate its potentiabsype to unasserted claims. The Company recordeskave for CBD litigation of $13.0
million on its balance sheet at December 31, 20@iL%9.1 million at December 31, 2000. An assetto6 $nillion was recorded at December
31, 2001 and $4.7 million at December 31, 2000 dapveries from insurance carriers for insuredataiThe reserve is included in Other
long-term liabilities and the recovery is includadOther assets on the Consolidated Balance Sheets.

While the Company is unable to predict the outcofthe current or future CBD proceedings based uporently known facts and assuming
collectibility of insurance, the Company does nelidve that resolution of these proceedings willcha material adverse effect on the
financial condition or cash flow of the Company.wéver, the Company's results of operations coulchaterially affected by unfavorable
results in one or more of these cases.

ENVIRONMENTAL PROCEEDINGS

The Company has an active program for environmeatalpliance that includes the identification of koammental projects and estimating
their impact on the Company's financial performasice available resources. Environmental expendittivat relate to current operations,
such as wastewater treatment and control of aibemissions, are either expensed or capitalizegygopriate. The Company records
reserves for the probable costs for environmeetalediation projects. The Company's environmentgineers perform routine ongoing
analyses of the remediation sites. Accruals aredapon their analyses and are established at dithdest estimate or at the low end of the
estimated range of costs. The accruals are refdsdbe results of ongoing studies and for diffeenbetween actual and projected costs. The
accruals are also affected by rulings and negotiativith regulatory agencies. The timing of payraeiten lags the accrual, as environme
projects typically require a number of years to ptete. The Company established undiscounted reséovenvironmental remediation
projects of $7.5 million at December 31, 2001 a8®$nillion at December 31, 2000. The current pordf the reserve totaled $1.2 millior
December 31, 2001 and is included in the

38



Consolidated Balance Sheet as Other liabilitiesamtdued items while the remaining $6.3 milliortlug reserve at December 31, 2001 is
considered long term and is included under Otheg-ierm liabilities. These reserves cover existingurrently foreseen projects. It is
possible that additional environmental losses n@ypbbeyond the current reserve, the extent of ivb@not be estimated.

The environmental reserve was reduced by $1.0amitliuring 2001 as a result of a revised cost egtifiea an established Voluntary Action
Plan and the completion of another project for teas the previously estimated cost. The resensim@eased by $0.7 million in 2001 for
RCRA projects, SWMU closure and other projecthiatElmore site. The items combined for a net crefd#0.3 million to income in 2001.
The environmental expense was $0.2 million in 2800 $0.9 million in 1999. The majority of the experin these years is associated witt
Elmore remediation projects.

LONG-TERM OBLIGATION

The Company has a long-term supply arrangementWtib/Kazatomprom of the Republic of Kazakhstan imdarketing representative,
Nukem, Inc. of New York. The agreement was sigme2l000 and amended in 2001. Under the agreementdmpany will purchase fro
Nukem a stated quantity of berylli-copper master that is sourced from Ulba/Kazatompeach year from 2002 to 2010. The annual base
purchase commitments total $5.2 million in 20029%@illion in 2003, $8.6 million in 2004, $10.3 hvin in 2005, $12.0 million in 2006 and
$13.7 million per year thereafter. The contraahwall for the Company to purchase up to 10% fewengsin 2002 with an annual variatior
plus or minus 15% to 25% of the base quantity tplrehased thereafter, depending upon the yearefuwkill also maintain stated minimum
guantities of beryllium-copper master in consigntrarthe Company's Elmore, Ohio facility in exceéthe Company's annual base purchase
commitments. Both parties may terminate the agretateany time with written notice for various cas®f action. The Company purchased
$3.3 million of beryllium- containing material frodukem in 2001.

The Company has agreements to purchase statedtipsaoit beryl ore, beryllium metal and berylliurogper master alloy from the Defense
Logistics Agency of the U.S. Government. The agremishave expiration dates ranging form 2002 t&28@nual purchase commitments
total $4.2 million in 2002, $4.4 million in 20031$.5 million in 2004, $4.3 million in 2005 and $4llion in 2006. The beryllium
component of the contract price in a given yeal béladjusted from these stated totals based dpotuétions in the non-seasonally adjusted
consumer price index in the prior year. The Compaay elect to take delivery of the materials inathe of the commitment dates.
Purchases under these agreements totaled apprekiri&t4 million in 2001 and $13.7 million in 200the purchased material will serve as
raw material input for operations within Brush Wedin Inc. and Brush Resources Inc.

OTHER

The Company has outstanding letters of credititige$1.6 million related to workers' compensatiod @nvironmental remediation issues.
The letters expire in 2002.

The Company is subject to various other legal beoproceedings that relate to the ordinary coof$s business. The Company believes
the resolution of these other legal or other prdess, individually or in the aggregate, will natye a material adverse impact upon the
Company's Consolidated Financial Statements.

NOTE L - Segment Reporting and
Geographic Information

As a result of the corporate restructuring complete January 1, 2001, the Company changed how ftostsd between businesses. Certain
costs that previously were included in the "All ©thcolumn in the segment disclosures were chatgédetal Systems and Microelectronics
beginning January 1, 2001. Beginning in 2001, tiéOther" column includes the operating result8&M Services, Inc. and Brush
Resources Inc., two wholly owned subsidiaries ef@mmpany, as well as the parent company's opgrexipenses. BEM Services charges a
management fee for the services provided to therdthsinesses within the Company on a cost-plus.lBiish Resources sells beryllium
hydroxide, produced from its mine and extractiofi miUtah, to external customers and to businesstsn the Metal Systems Group.
Segment results from 2000 and 1999 have been adjtsteflect these changes on a pro forma basis.
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Selected financial data by business segment asrjized by SFAS No.131, "Disclosures about Segmefnas Enterprise and Related
Information,” for 2001, 2000 and 1999 are as folow

Metal Micro-  Total All

(Dollars in thousands) Systems electronics Segments Other Total
2200 i e
Revenues from external customers ................ $295,690 $169,598 $465,288 $ 7,281 $ 472,569
Intersegment revenues 2,596 2,066 4,662 12,036 16,698
Depreciation, depletion and amortization ........ 12,560 3,780 16,340 5,269 21,609
Profit (loss) before interest and taxes ......... (20,117) 4,568 (15,549) 1,480 (14,069)
ASSELS i 265,371 68,401 333,772 90,070 423,842
Expenditures for long-lived assets .............. 13,031 6,841 19,872 3,412 23,284
2000

Revenues from external customers ................ $378,178 $179,111 $557,289 $ 6,401 $ 563,690
Intersegment revenues ..........cccccceeeeeeennn. 311 1,376 1,687 -- 1,687
Depreciation, depletion and amortization ........ 13,048 2,859 15,907 6,757 22,664
Profit (loss) before interest and taxes ......... 10,230 8,364 18,594 4,392 22,986
ASSELS i 300,490 70,995 367,485 81,021 452,506
Expenditures for long-lived assets .............. 12,802 5,917 18,719 2,919 21,638
1999

Revenues from external customers ................ $306,118 $ 140,566 $446,684 $ 9,023 $ 455,707
Intersegment revenues ..........ccccceeeeeeennn. 276 1,560 1,836 -- 1,836
Depreciation, depletion and amortization ........ 13,437 2,305 15,742 11,295 27,037
Profit (loss) before interest and taxes ......... (2,279) 8,622 6,343 4,215 10,558
ASSELS i 280,868 61,298 342,166 86,240 428,406
Expenditures for long-lived assets .............. 11,410 3,437 14,847 2,199 17,046

Segments are evaluated using earnings before $hind taxes. Assets shown in All Other includdrcasmputer hardware and software,
deferred taxes, capitalized interest and the ojpegrassets for Brush Resources Inc. Inventoriedfietal Systems and Microelectronics are
shown at their FIFO values with the LIFO resenauded under the All Other column. Intersegmenenaies are eliminated in consolidati
The revenues from external customer totals areepted net of the intersegment revenues.

The Company's sales from U.S. operations to exteusdomers, including exports, were $385,780,8600001, $463,728,000 in 2000 and
$368,494,000 in 1999. Revenues attributed to camsmbrased upon the location of customers and lweg-bBssets deployed by the Company
by country are as follows:

(Dollars in thousands) 2001 2 000 1999
REVENUES -
United States. . .. ... $ 338,233 $ 41 4,090 $ 318,188
AllOther......... 134,336 14 9,600 137,519
Total. .......... $ 472,569 $ 56 3,690 $ 455,707

United States. . .. ... $ 166,126 $ 16 4,808 $ 149,048
AllCther......... 5,170 5,652 6,641
Total. .......... $ 171,296 $ 17 0,460 $ 155,689

No individual country, other than the United Stat@scustomer accounted for 10% or more of the Gomw|s revenues for the years presel
Revenues from outside the U.S. are primarily fraundpe and Asia.
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NOTE M - Quarterly Data (Unaudited)

Years ended December 31, 2001 and 2000. (Dollatwousands except per share amounts)

F
Qu
Net Sales ......cocveevveevvieiiieens $ 14
Gross Profit ......ccccvvvvieiieiennnnn. 3

Percent of Sales ..
Net Income (LOSS) ....ceeevuvirieenninns
Earnings (Loss) Per Share of Common Stock:

BaSiC ..vveeiiiieeee e

Diluted ......ccooeiiiiiiiiiiees
Dividends Per Share of Common Stock
Stock Price Range

High oo
LOW it
F
Qu
Net Sales ......cocveveveeeeieeeiieeciee $

Gross Profit ............
Percent of Sales ..
Net Income (LOSS) ...coeeviiiieeeeniiiieenne
Earnings (Loss) Per Share of Common Stock:
BaSIC .
Diluted ......cccoeviiiieiiiiie
Dividends Per Share of Common Stock
Stock Price Range
High

2001
irst Second Third Fourth
arter Quarter Quarter Quarter

5524 $ 128,456 $ 106,194 $ 92,395

4,034 23,576 7,253 3,132
23.4% 18.4% 6.8% 3.4%
6,206 1,275 (7,767) (9,988)
0.37 0.08 (0.47) (0.60)
0.37 0.08 (0.47) (0.60)
0.12 0.12 - -

24.19 23.05 17.60 14.24
17.80 16.00 12.37 9.45

2000
irst Second Third Fourth
arter Quarter Quarter Quarter

135,424 $137,182 $143,926 $ 147,158

28,295

20.9%

2,249

0.14
0.14
0.12

18.06
14.94

29,708
21.7%
3,898

0.24
0.24
0.12

18.56
14.00

41

28,622
19.9%
4,084

0.25
0.25
0.12

24.00
15.31

32,114
21.8%
3,934

0.24
0.23
0.12

21.63
17.81

$ 472,569
67,995
14.4%
(10,274)

(0.62)
(0.62)
0.24

$ 563,690
118,739
21.1%
14,165

0.87
0.86
0.48



SELECTED FINANCIAL DATA

Brush Engineered Materials Inc. and Subsidiaries
(Dollars in thousands except per share amounts)

2001 2000 1999 19 98 1997
FOR THE YEAR
Net sales ......cccoovvveevieiiicien, $ 472,569 $ 563,690 $ 455,707 $ 4 09,892 $ 433,801
Cost of sales . 404,574 444,951 363,773 3 25,173 324,463
Gross profit ............ 67,995 118,739 91,934 84,719 109,338
Operating profit (loss) ... (14,069) 22,986 10,558 ( 10,313) 36,024
Interest expense ........ccccceevveiiiinennn. 3,327 4,652 4,173 1,249 553
Income (loss) from continuing operations
Before income taxes .........cccceeeeennnn. (17,396) 18,334 6,385 ( 11,562) 35,471

Income taxes (benefit) .. . (7,122) 4,169 (54) (4,430) 9,874
Net income (I0SS) .....ccvovververiveninnnne (10,274) 14,165 6,439 (7,132) 25,597
Earnings per share of common stock:

Basic net income (I0SS) ........c.c..... (0.62) 0.87 0.40 (0.44) 1.58

Diluted net income (I0SS) ............... (0.62) 0.86 0.40 (0.44) 1.56
Dividends per share of common stock .......... 0.24 0.48 0.48 0.48 0.46
Depreciation and amortization ................ 21,609 22,664 27,037 24,589 19,329
Capital expenditures ............ccveenee. 23,130 21,306 16,758 36,732 53,155
Mine development expenditures ................ 154 332 288 433 9,526
YEAR-END POSITION
Working capital ..........cccocovevieineenns $ 139,743 $ 143387 $ 124831 $ 1 00,992 $ 100,599
Ratio of current assets to current liabilities 28t01 23t01 23t01 2. 1tol 23t01
Property and equipment:

AL COSE oo $ 469,663 $ 449,697 $ 440,234 $ 4 21,467 $ 463,689

Cost less depreciation and impairment ... 171,296 170,460 170,939 1 64,469 173,622
Total aSSets ......cccvvvvvveirieiieeieene 423,842 452,506 428,406 4 03,690 383,852
Other long-term liabilities . 62,473 55,454 53,837 49,955 48,025
Long-term debt .........ccoooiviiinnnn. 47,251 43,305 42,305 32,105 17,905
Shareholders' equity ........c.ccccccveneenne 214,350 229,907 220,638 2 21,811 236,813
Book value per share:

BaSIC ..eeoiieiieriiee e $ 1298 $ 1411 $ 1362 $ 13.63 $ 14.60

Diluted ......coceveiiiri 12.87 13.98 13.55 13.50 14.41
Average number of shares of stock outstanding:

BasSiC ..ooovveiieiieir e 16,518,691 16,292,431 16,198,885 16,2 67,804 16,214,718

Diluted .......ooovvvieeiiiiieiieee e 16,650,587 16,448,667 16,279,591 16,4 24,747 16,429,468
Shareholders of record ..........cccceennnen. 1,981 2,101 2,330 2,313 2,329
Number of employees ..........ccccevreennnn 1,946 2,500 2,257 2,167 2,160

A special charge reduced net income by $16.5 miiiin1998.
Impairment and restructuring charges reduced e by $30.8 million in 1991.
The cumulative effect of a change in accountingofmst-retirement benefits reduced net income by3d6llion in 1991. See Notes to

Consolidated Financial Statements.
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1996 1995 1994
$ 376,279 $ 369,618 $ 345,878
271,149 268,732 253,938
105,130 100,886 91,940
34,305 29,086 25,098
1,128 1,653 2,071
33,177 27,433 23,027
8,686 6,744 4,477
24,491 20,689 18,550
155 1.28 1.15
1.53 1.27 1.15
0.42 0.36 0.26
22,954 20,911 19,619
26,825 24,244 17,214
3,663 787 543
$ 128,172 $ 125,156 $ 116,708
29to1l 29to1l 28tol
$ 404,127 $ 374,367 $ 350,811
130,220 121,194 116,763
355,779 331,853 317,133
47,271 45,445 43,354
18,860 16,996 18,527
219,257 200,302 186,940
$ 1384 $ 1240 $ 1161
13.72 12.30 11.57
15,846,358 16,159,508 16,102,350
15,980,481 16,289,795 16,156,159
2,407 2,351 2,521
1,926 1,856 1,833

1993 1992

$ 295478 $ 265034 $ 267
227,686 192,944 202
67,792 72,090 65
10,658 16,949 (57
2,952 3,206 3
7,706 13,743 (61
1,248 3,243 17
6,458 10,500 (44
0.40 0.65 (
0.40 0.65 (
0.20 0.26
21,720 20,180 22
11,901 13,604 13
814 848 6

$ 105272 $ 88616 $ 80
31t01 25101 2.2

$ 337,342 $ 332971 $ 321
118,926 127,991 132
293,372 310,039 307
40,663 40,332 38
24,000 33,808 34
172,075 168,824 162

$ 1070 $ 1050 $ 1
10.69 10.48 1
16,087,250 16,080,554 16,069
16,093,696 16,111,090 16,080
2,566 2,762 3
1,803 1,831 1
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CORPORATE DATA

ENVIRONMENTAL, HEALTH AND SAFETY POLICY

VALUES

The protection of people and the environment areh@hest priorities.

Work is to be performed safely in a manner thabenages the health and well-being of people anétivdonment.
POLICY

It is the policy of Brush Engineered Materials &sijn, manufacture and distribute products andaoage, recycle and dispose of materia
a safe, environmentally responsible manner.

PRINCIPLES

In support of our Environmental, Health and Safetjicy, the following principles have been develdpe provide additional direction on
specific issues and accountabilities.

- WE BELIEVE THAT INCIDENTS, INJURIES AND ILLNESSE®RE PREVENTABLE. We utilize a thorough and discid Health an
Safety Management System for maximizing workerguton.

- LINE MANAGEMENT IS RESPONSIBLE for integrating the environmental, health and safety principles datidy work activities and fc
diligently responding to employee concerns.

- WE SHARE ACCOUNTABILITY, BUT ARE INDIVIDUALLY RESPONSIBLE. To be successful, we promote the acceptah

individual responsibility for environmental, heatthd safety issues. Each employee is responsibledmtaining an awareness of safe work
practices and preventing conditions that may reswdh unsafe situation or harm the environmentoeration or task will be performed in
an unsafe manner. It is the responsibility of eawiployee to promptly notify management of any askesituation.

- WE ARE COMMITTED TO UTILIZING OUR RESOURCES ANDHCHNICAL CAPABILITIES to protect the health and s&f of our
employees and visitors, our customers and ventteeggeneral public and the environment.

- WE UTILIZE MEASUREMENTS AND ACCOUNTABILITIES formanaging our environmental, health and safety grmgrand support
them by assessing performance within our managegsystgm framework.

- WE PROMOTE THE SAFE AND ENVIRONMENTALLY RESPONSLIE USE AND HANDLING OF OUR PRODUCTS AND
MATERIALS. We work to meet or exceed all regulatoeguirements through proactive education, distidiouof literature and issuance of
hazard communications to our customers, vendastjlalitors and contractors.

This policy applies to all Brush Engineered Matisrlac. business units worldwide.
ANNUAL MEETING

The Annual Meeting of Shareholders will be heldvdaly 7, 2002 at 11:00 a.m. at The Forum, One Clexk@enter, 1375 East Ninth Street,
Cleveland, Ohio.

INVESTOR INFORMATION

Brush Engineered Materials Inc. maintains an agihagram of communication with shareholders, séiesranalysts, and other members of
the investment community. Management makes reguésentations in major financial centers arounditbdd. To obtain:

- additional copies of the annual report
- SEC Form 10K/10Q
- product literature

Please contact:
Michael C. Hasychak
Vice President, Treasurer and Secre



WEB SITE

Brush Engineered Materials Inc.'s web site on tierhet offers financial information, news and $aabout the Company, its businesses,
markets and products.

Visit the site at: http://www.beminc.com
DIVIDEND REINVESTMENT PLAN

Brush Engineered Materials Inc. has a plan fosligreholders which provides automatic reinvestragdividends toward the purchase of
additional shares of the Company's common stockaHwochure describing the plan please contactransfer agent, National City Bank, at
(800) 622-6757.

AUDITORS

Ernst & Young LLP
925 Euclid Avenue, Suite 1300, Cleveland, Ohio #4411

TRANSFER AGENT AND REGISTRAR

National City Bank
Corporate Trust Operations
P.0O. Box 92301, Cleveland, OH 44193-0900 For slwdeh inquiries, call: (800) 622-6757

STOCK LISTING
New York Stock Exchange/Symbol: B
CORPORATE HEADQUARTERS

Brush Engineered Materials Inc.
17876 St. Clair Ave., Cleveland, Ohio 44110
(216) 486-4200 - Facsimile: (216) 383-4091
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EXHIBIT 21
Subsidiaries of Registrant
The Company has the following subsidiaries, allvbich are wholly owned and included in the consaifd financial statements.

State or Country

Name of Subsidiary of Incorporation
BEM Services, Inc. Ohio
Brush Wellman Inc. Ohio
Brush Ceramic Products Inc. Arizona
Brush International, Inc. Ohio
Brush Resources Inc. Utah
Brush Wellman GmbH Germany
Brush Wellman (Japan), Ltd. Japan
Brush Wellman Limited England
Brush Wellman (Singapore) Pte Ltd. Singapore
Circuits Processing Technology, Inc. California
Technical Materials, Inc. Ohio
Williams Advanced Materials Inc. New York
Williams Advanced Materials Pte Ltd. Singapore
Zentrix Technologies Inc. Arizona
Zentrix Technologies (m) SDN BHD Malaysia

Zentrix Technologies SARL France



Exhibit 23
Consent of Independent Auditors

We consent to the incorporation by reference is firinual Report (Form 10-K) of Brush Wellman In€oar report dated January 22, 2002,
included in the 2001 Annual Report to Sharehol@déBrush Engineered Materials Inc.

Our audits also included the financial statemehedale of Brush Engineered Materials Inc. listettém 14(a) 2. This schedule is the
responsibility of the Company's management. Oyraesibility is to express an opinion based on auiita. In our opinion, the financial
statement schedule referred to above, when corsiderrelation to the basic financial statemenitsitaas a whole, presents fairly in all
material respects the information set forth therein

We also consent to the incorporation by referendfe following Registration Statements and Po$tdiive Amendments of our report dated
January 22, 2002, with respect to the consolidfiteshcial statements incorporated herein by refezeand our report included in the
preceding paragraph with respect to the finant¢ébment schedule included in the Annual RepontrFb0-K) of Brush Engineered
Materials Inc. for the year ended December 31, 2001

Post-Effective Amendment Number 1 to RegistratitateSnent Number 333-74296 on Form S-8 dated NoveBhe2001;
Post-Effective Amendment Number 5 to Registratitate3nent Number 2-64080 on Form S-8 dated May Q002
Post-Effective Amendment Number 1 to RegistratitateSnent Number 333-63353 on Form S-8 dated MapQago;
Post-Effective Amendment Number 1 to Registratitate3nent Number 333-28605 on Form S-8 dated MayQdo;
Post-Effective Amendment Number 1 to RegistratitateSnent Number 333-63353 on Form S-8 dated MapQado;
Post-Effective Amendment Number 1 to Registratitate3nent Number 333-63357 on Form S-8 dated MayQdo;
Post-Effective Amendment Number 1 to Registratitate3nent Number 33-52141 on Form S-8 dated MayQGao;
Post-Effective Amendment Number 1 to Registratitatednent Number 2-90724 on Form S-8 dated May Q02
Registration Statement Number 333-63353 on Fornd&t&d September 14, 1998;
Registration Statement Number 333-63355 on Forndat8d September 14, 1998;
Registration Statement Number 333-63357 on Fornd&t&d September 14, 1998;
Registration Statement Number 333-52141 on Form Sated May 5, 1998;
Registration Statement Number 33-28605 on Form S-<ated May 5, 1989;
Registration Statement Number 2-90724 on Form &t8cddApril 27, 1984; and
Post-Effective Amendment Number 3 to Registratitate3nent Number 2-64080 on Form S-8 dated Aprill®33.
ERNST & YOUNG LLP

Cleveland, Ohio
March 27, 200:



EXHIBIT 24
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each of thedensigned directors and officers of BRUSH ENGINEEREATERIALS

INC., an Ohio corporation (the "Corporation"), Heyeonstitutes and appoints Gordon D. Harnett, Joh@rampa, Michael C. Hasychak and
David P. Porter, and each of them, their true amdul attorney or attorneys-in-fact, with full powef substitution and revocation, for them
and in their names, place and stead, to sign ontlibbalf as a director or officer, or both, as tiase may be, of the Corporation, an Annual
Report pursuant to Section 13 or 15(d) of the SeesrExchange Act of 1934 on Form 10-K for thedisyear ended December 31, 2001, and
to sign any and all amendments to such Annual Reaod to file the same, with all exhibits theretod other documents in connection
therewith, with the Securities and Exchange Comignisgranting unto said attorney or attorneys-iri;faod each of them, full power and
authority to do and perform each and every acttaimg) requisite and necessary to be done in andtdabe premises, as fully to all intents i
purposes as they might or could do in person, lyeraifying and confirming all that said attorneyaitorneys-in-fact or any of them or their
substitute or substitutes, may lawfully do or cateske done by virtue hereof.

IN WITNESS WHEREOF, the undersigned have hereuetdh®ir hands as of the 5th day of March, 2002.

/sl Gordon D. Harnett /sl Joseph P. Keithley
CGordon D. Harnett, Chairnman, Joseph P. Keithley, Director
Chi ef Executive O ficer and Director

(Principal Executive Oficer)

/sl Albert C Bersticker /sl WIlliam P. Madar

Al bert C. Bersticker, Director WIlliam P. Madar, Director
/sl Charles F. Brush, 111 /'s/ N. Mbhan Reddy

Charles F. Brush, Ill, Director N. Mohan Reddy, Director

/s/ David H Hoag /sl WIlliam R Robertson
David H. Hoag, Director WIlliam R Robertson, Director
/sl John D. Granpa /'s/ John Sherwi n

John D. Granpa, Vice President John Sherwin, Director

Fi nance, Chief Financial Oficer
(Principal Accounting Oficer)

End of Filing
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