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Item 2.02 Results of Operations and Financial Contion.

On October 26, 2006, Brush Engineered Materialsigstied a press release announcing its third equ2006 results. The press release is
attached hereto as Exhibit 99.1.

The press release issued October 26, 2006 is figmhiserewith as Exhibit No. 99.1 to this Report] ahall not be deemed filed for the
purposes of Section 18 of the Exchange Act.

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

99.1 Press release, dated October 26, 2006, ibsuBdush Engineered
Materials Inc.
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Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

Brush Engineered Materials Ir

October 26, 2006 By: /s/ Michae C. Hasychak

Name: Michael C. Hasychak
Title: Vice President, Treasurer and Secretary
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Exhibit 99.1
BRUSH ENGINEERED MATERIALS INC. REPORTS THIRD QUARER RESULTS SALES UP 48% AND NET INCOME UP 82%
Company Raises Outlook for the Remainder of ther Yea

Cleveland, Ohio — October 26, 2006 — Brush Engiedéaterials Inc. (NYSE-BW) today reported thirchoper sales of
$200.4 million, up $64.8 million or 48% comparedtite third quarter of 2005. Net income for the ¢grawas $7.1 million, up $3.2 million or
82% compared to the prior year. Earnings per stiiduted were $0.35 compared to $0.20 for the thirdrter of 2005. Sales and earnings
were consistent with the increased expectationthioguarter that were announced recently. .

Counter to the lower seasonal demand that the Coynparmally sees in the third quarter, overall dechacross the Company’s major
key markets actually increased compared to theHal. The stronger sales growth was driven byéased demand from consumer
electronics, an improvement in telecommunicatiorfisastructure product applications and continueehgith from the oil and gas, heavy
equipment and automotive electronics markets. titiath, the Company has been experiencing contisuedess in the marketplace for its
new product initiatives, which has also contributedhe growth. Approximately 17 percentage podaitthe 48 point year-over-year quarterly
sales increase is related to higher metal pricatsttie Company has been able to pass on to custoAreadditional 5 percentage points of
sales increase for the quarter was related to sitignis made in 2005 and early 2006. The Compaargianic growth was approximately 26%
in the quarter. Third quarter sales of $200.4 oiillwere the highest reported quarterly sales irCiapany’s history and the fifteenth
consecutive quarter where sales were higher trendmparable quarter of the prior year.

While earnings for the third quarter improved sahsitlly when compared to the prior year, grossgimain the quarter, while higher
than the prior year, was lower than the Companylevbave expected due to a number of factors. Tfaeders included a less favorable
product mix, higher than expected new product raqgosts, and other manufacturing costs. Combihedabove lowered the Company’s
gross profit margin by approximately 1.0 percentag@t and the Companypretax profit by approximately $2.0 million iretiquarter. Gros
margin for the quarter as a percent of sales, dietuthe negative affect of the above, was 19.8%7ypercentage points, compared to the
gross margin of 19.1% for the third quarter of 2005

During the quarter, copper prices had less of atiagimpact on results than in the first halfloé tyear. The Company is continuing to
make good progress in passing the cost of coppeugh to customers, and currently estimates theap#ss through rate will be over 90% by
the end of the year. This, along with an expeatgatovement in product mix, improved operating edficies and lower administrative costs
should improve operating margins in the fourth tgraof 2006 compared to the third quarter.

Income before income taxes for the quarter was 8$8llibn, up 130% or $5.5 million compared to thérd quarter of 2005. A 26.6% t
rate was applied to the third quarter income beifiteme taxes versus 7.6% to the third quartel0662 The major difference between the
two rates is that the domestic federal tax experaseoffset in 2005 by the reversal of a portiothef Company’s deferred tax asset valuation
allowance. Therefore, the third quarter 2006 egmper share comparison to the prior year is neglgtaffected by approximately $0.04 per
share due to the prior year having a lower effectax rate.

For the first nine months of the year, sales w&%5% million, up $154.6 million or 39% comparedhe same period of the prior year.
Sales growth, net of the impact of increased ntaes, was approximately 25%. Net income for ttet hine months of the year was
$19.3 million or $0.96 diluted per share, up 419916 million compared to net income of $13.7 raillior $0.71 per share diluted for the
same period last year. A 29.9% tax rate was appdiede first nine months’ income before incomestaxersus 7.3% for the same period last
year, negatively affecting the earnings per shareparison by approximately $0.17 due to the preanjower effective tax rate. On a -tax
basis, year-to-date earnings were $27.5 million$1.7 million or 86% compared to the prior year.

BUSINESS SEGMENT REPORTING
Microelectronics Group
The Microelectronics Group includes Williams Advaddviaterials Inc. (WAM) and Electronic Products.

The Microelectronics Group’s sales for the thirdudar of 2006 were $99.8 million, up 61% comparethe third quarter 2005 sales of
$61.9 million. Sales for the first nine months wg¥1.7 million up $102.8 million or 61% comparedte first nine months of 2005.
Operating profit for the third quarter was $6.2lioil, 9% above the third quarter 2005 operatindipad $5.7 million. For the first nine
months of 2006 operating profit was $24.1 milliap,$10.0 million or 71% compared to the same peofo2005. Operating profit growth w
negatively impacted year to date and especialtiierthird quarter by product mix, excessive manuf@eg ramp up and process development
costs and increased overhead costs related to tiorard international expansion initiatives.

WAM'’s third quarter sales were $92.0 million, up6@bove third quarter 2005 sales of $55.6 milliear to date, WAM grew 67% to
$250.3 million compared to $149.6 million in thegoryear. Metal prices that were passed througtustomers accounted for approximately
one third of the sales increase for both the thirdrter and the year to date. Acquisitions subs#doehe first quarter of 2005 added
approximately $7.1 million or 13 percentage pooftthe sales growth in the third quarter and $2dillion or 16 percentage points of the
sales growth for the first nine months of the y&#re sales growth in the third quarter and firsieninonths of the year is due to strong der



and new product growth in the magnetic data storageless/photonics, handset and semiconductoketsrThis strength is expected
to continue into the fourth quarter. WAM is in thcess of expanding its Brewster, New York operetito accommodate the stronger
demand in the magnetic data storage market. Dthnimghird quarter WAM also continued to expanditerations geographically in Europe
and Asia.

Electronic Products’ third quarter 2006 sales v&#@8 million and first nine months’ sales were $2million, up 24% and 11%
respectively as compared to the third quarter astlrfine months of 2005. The sales increase has deven primarily from strong demand
from the telecommunications and computer, and aotiow markets.

Metal Systems Group
The Metal Systems Group consists of Alloy Produteshnical Materials, Inc. (TMI), Beryllium Prodgcand Brush Resources Inc.

The Metal Systems Group’s third quarter sales \8&@90.6 million, 36% higher than the third quartéd2 sales of $73.8 million. For
the first nine months, sales were $283.5 milliqgmapproximately 22% compared to $231.7 millionhia same period of the prior year. The
third quarter operating profit was $5.4 million, $5.2 million compared to the third quarter 200&mping profit of $0.2 million. Operating
profit for the first nine months was $10.0 milliarp $3.7 million, or 58%, compared to the samequkdf last year. The improvement in
operating profit is primarily due to the increasades volume, improved product mix and higher coppiee pass through.

Alloy Products’ third quarter sales of $70.8 miflisvere up $19.4 million or 38% compared to thiréuder 2005 sales of $51.5 million.
Sales for the first nine months of the year wer@0$2 million, up $45.0 million or 29% compared be ffirst nine months of 2005. The
strength in Alloy Products’ sales in the third geaiand for the year to date has been driven lopgtdemand from its key markets, including
telecommunications and computer, automotive elaitsy and industrial components, particularly oidla@as and heavy equipment. During
the third quarter, Alloy began seeing increasedatahfrom the infrastructure segment of the telecomoations market. Alloy Products’
sales growth has also been enhanced throughoyeéney the continued improvements/enhancememsotiucts such as our line of
ToughMet® alloys and strip products to meet new imotde demanding needs in our key markets. Althawggiper prices had a negative
impact on margins during the quarter, the impact leas than in prior quarters due to Alloy’s pragren successfully achieving its goal of
over 90% pass through of copper to customers bgiideof the year.

TMI's third quarter sales of $17.0 million were 4% compared to the third quarter of 2005. Yeaddte sales were $53.0 million, up
43% versus the same period last year. TMI's higladgs are attributed to the strength in the telegonications and computer market and
automotive electronics. In addition, TMI is expedeng opportunities in the medical and energy migtkdew product growth has accounted
for approximately 52% of TMI's growth thus far iI9@6.

Beryllium Products’ third quarter sales were up 38%2.4 million to $10.4 million compared to thért quarter of 2005. For the first
nine months of the year, sales of $28.1 millionevEr% lower compared to the same period in 200Bs%4 x-ray windows for the
industrial/analytical scanner markets, materiatsafmustic applications and initial shipments fag previously announced JET Project
contributed to the sales strength during the thurdrter. Year-to-date sales comparisons to the pear were affected by the completion of
the initial material supply contract for the Jarifésbb Telescope in 2005. It is anticipated that dedrfeom the defense market will increase
in the fourth quarter of 2006, which, along witlglnér JET Project shipments during the quarter shimdult in a strong increase in Beryllium
Products’ sales compared to earlier quarters.

Brush Resources had external beryllium hydroxidessa the third quarter of $2.4 million, abouttfleith 2005 third quarter sales of
$2.5 million. For the first nine months of the yeaxternal sales were $2.4 million as comparedbtd $illion for the same period last year. It
is anticipated that additional external sales ofliam hydroxide will occur in the fourth quartef 2006.

OUTLOOK

The strong organic sales growth experienced throuigtihe year is being driven by strong demand acatiof the Company’s key
markets as well as the continued success of nedupts targeted at new markets and high growth tdogg applications in existing markets
and the success of the Company’s geographic exgaefiorts. The Company’s strategic acquisitiongehalso added to the Company’s
overall growth. The consumer electronics relatedkets, which include portions of telecommunicatiansl computer, as well as magnetic
data storage, have been especially strong. The @wyigoil and gas, heavy equipment and aerospateefense markets also continue to
show strong demand. Although lead times are smatésibility beyond a few weeks is unclear, ordetry has been strong thus far in the
fourth quarter. Some of this strength may be pértadfset by a general softening in the domestitoanotive electronics and semiconductor
markets later in the quarter.

Assuming no change in the factors noted above arzhange in overall global economic conditions,@menpany is raising its outlook
from what was published recently. At this time gsafor the fourth quarter are expected to be imahge of $180.0 million to $190.0 million,
up 28% to 35% compared to the fourth quarter o6520Bie sales range for the full year 2006 is, tloeee now expected to be $735.0 million
to $745.0 million, up 36% to 38% compared to 2004r. the year, the previous estimate was for salég tin the range of $725.0 million to
$735.0 million.

The Company expects gross margins to improve duahiedourth quarter by up to three percentage paatcompared to the thi



quarter of 2006 due to a more favorable product miproved operating efficiencies and continuedgpess with the pass through of
copper prices. Thus, fourth quarter earnings apeeted to be in the range of $0.34 to $0.42 peaesir@r the full year 2006, earnings are |
expected to be in the range of $1.30 to $1.38 Ip@res an increase of approximately $0.10 a share the estimate recently published.

While trends are certainly favorable, the Compaaljelves that commenting on expectations for 200dlevbe premature given that
macro economic conditions for the markets the Cams@rves and the overall economic climate arecleair at this time.

CHAIRMAN’'S COMMENTS

Commenting on the results, Dick Hipple, Chairmamesitlent and CEO stated, “I am pleased to reperteébord quarterly sales and the
fifteen consecutive quarters of sales growth weetexperienced along with the substantial increasainings. Our performance continues to
demonstrate that we are well positioned in our m@rknd that our new product, new market and gpbgr&xpansion initiatives continue to
reinforce our goal to grow sales consistently dirae. We are intensely focused on leveraging oghdui sales into increased margins while
we invest in capturing our expanding global oppuaittes.

CONFERENCE CALL

Brush Engineered Materials will conduct a telecosrfiee in conjunction with today’s release. Thedetderence begins at 2:00 p.m.
Eastern Time, October 26, 2006. The conferencendthlbe available via webcast through the Comparwébsite at www.beminc.com or
through www.InvestorCalendar.com. By phone, pleiak(877) 407-0782, callers outside the U.S. dah(@01) 689-8567.

FORWARD-LOOKING STATEMENTS

Portions of the narrative set forth in this docutrtbat are not statements of historical or curfaats are forward-looking statements.
Our actual future performance may materially diffem that contemplated by the forward-looking staénts as a result of a variety of
factors. These factors include, in addition to ¢hogentioned herein:

» The global and domestic economi

« The condition of the markets which we serve, Whetlefined geographically or by segment, withrttegor market segments being
telecommunications and computer, magnetic and aipfigta storage, aerospace and defense, autonetdisteonics, industrial
components and applianc

« Changes in product mix and the financial condittbcustomers

« Actual sales, operating rates and margins foreéheainder of 200¢

« Our success in developing and introducing new prtedand application:

« Our success in integrating newly acquired busirs:

« Our success in implementing our strategic planstaadimely and successful completion of any cépitajects;
» The availability of adequate lines of credit and #ssociated interest rat

« Other financial factors, including cost and avaliigbof materials, tax rates, exchange rates, penand other employee benefit co
energy costs, regulatory compliance costs, anddbeand availability of insuranc

» The uncertainties related to the impact of war t@nbrist activities
< Changes in government regulatory requirements lm@énactment of new legislation that impacts oligabons; anc
* The conclusion of pending litigation matters in@cance with our expectation that there will benmaterial adverse effeci

Brush Engineered Materials Inc., commemoratingih year in 2006, is headquartered in Clevelarde. Orhe Company, through its
wholly-owned subsidiaries, supplies worldwide méaskeith beryllium products, alloy products, electimproducts, precious metal products,
and engineered material systems.

FOR FURTHER INFORMATION, PLEASE CONTACT:

Investors:



Michael C. Hasychak
(216) 383-6823

Media:

Patrick S. Carpenter
(216) 383-6835

http://www.beminc.com

Consolidated Balance Sheets

(Unaudited)
Sept 29 Dec 31
(Dollars in thousands) 2006 2005
Assets
Current assetl
Cash and cash equivalel $ 11,81¢ $ 10,64:
Accounts receivabl 104,39( 69,93¢
Inventories 143,79: 104,06(
Prepaid expenst 15,04: 14,417
Deferred income taxe 1,14 1,11¢
Total current asse 276,18! 200,17
Other asset 79,86¢ 8,252
Relater-party notes receivab 98 35¢
Long-term deferred income tax — 4,10¢
Property, plant and equipme 558,42: 540,42(
Less allowances for depreciatic
depletion and impairme! 381,42¢ 363,35¢
176,99¢ 177,06:
Goodwill 15,39( 12,74¢
$486,54( $402,70:.
Liabilities and Shareholde Equity
Current liabilities
Shor-term debt 31,59¢ 23,63¢
Current portion of lon-term debt 632 63€
Accounts payabl 29,92( 20,87:
Other liabilities and accrued iter 50,60( 38,52
Unearned revent 444 254
Income taxe: 1,18¢ 72€
Total current liabilities 114,38( 84,64
Other lon¢-term liabilities 7,541 8,20z
Retirement and pc-employment benefit 66,73: 65,29(
Deferred income taxe 2,99t 17z
Long-term deb 48,28. 32,91¢
Shareholder equity 246,61( 211,47¢
$486,54( $402,70:.

See notes to consolidated financial statem

Consolidated Statements of | ncome

(Unaudited
Third Quarter Ended Nine Months Ended
Sept 29 Sept 30, Sept 29 Sept 30,

(Dollars in thousands except share and per share aunts) 2006 2005 2006 2005
Net sales $ 200,42¢ $ 135,61 $ 555,22 $ 400,63
Cost of sale: 160,71! 109,67« 441 ,55: 317,01
Gross margit 39,71 25,94( 113,67: 83,62%
Selling, general and administrative exper 26,84¢ 19,21¢ 77,95: 56,98!
Research and development exper 971 1,137 3,00¢ 3,67:
Othe-net 1,25¢ (219) 1,96( 3,444
Operating profi 10,63« 5,80: 30,75¢ 19,65
Interest expens 983 1,57¢ 3,25( 4,843
Income before income tax 9,651 4,22¢ 27,50¢ 14,81(
Income taxe: 2,56¢ 32C 8,22¢ 1,08t
Net income $ 7,08 $ 3,90¢ $ 19,28: $ 13,72¢




Per share of common stock: ba $ 0.3¢
Weighted average numb 19,784,00
of common shares outstandi
Per share of common stock: dilut $ 0.3t
Weighted average numb
of common shares outstandi 20,111,00

Consolidated Statements of Cash Flows

$

$

0.2C
19,227,00

0.2C

19,372,00

$ 0.9¢
19,547,00

$ 0.9¢

19,998,00

$ 0.71
19,216,00

$ 0.71

19,372,00

(Unaudited)
Nine Months Ended
Sept 29, Sept 30,
(Dollars in thousands 2006 2005
Net income $ 19,28 $13,72¢
Adjustments to reconcile net income to net cash puided from
operating activities:
Depreciation, depletion and amortizati 17,66¢ 16,04:
Amortization of deferred financing costs in intdrespense 44C 874
Derivative financial instrument ineffectivene (1693) (487)
Stock-based compensation expel 451 —
Decrease (increase) in accounts receiv (29,659 (8,552)
Decrease (increase) in inventc (33,96¢) (5,90€6)
Decrease (increase) in prepaid and other curreets (1,189 (185)
Decrease (increase) in deferred income ti 6,07t —
Increase (decrease) in accounts payable and acerpetise 14,21z (9,099
Increase (decrease) in unearned reve 19C (7,789
Increase (decrease) in interest and taxes pa 1,19¢ (734)
Increase (decrease) in Ic-term liabilities 3,012 1,87(C
Other- net 6,86¢ 1,791
Net cash provided from operating activities 4,42t 1,55k
Cash flows from investing activitie
Payments for purchase of property, plant and eqelipt (9,659 (9,087
Payments for purchase of business less cash rek (72 (3,989
Purchase of equipment previously held under opeydéase — (44¢)
Payments for purchase of business net of cash toqgetaase (25,699 (3,989
Proceeds from sale of property, plant and equipt — 45
Other investment- net 33 (48)
Net cash used in investing activitie (35,399 (13,51¢)
Cash flows from financing activitie
Proceeds from issuance/(repayment) of «term debt 7,61¢ 5,35¢
Proceeds from issuance of l-term debr 26,00( —
Repayment of lor-term debi (10,639 (19,20%)
Issuance of common stock under stock option [ 9,441 367
Net cash provided from (used in) financing activites 32,425 (13,489
Effects of exchange rate chang (284) (1,046
Net change in cash and cash equivalen 1,17¢ (26,49()
Cash and cash equivalents at beginning of peric 10,64 49,64:
Cash and cash equivalents at end of period $ 11,81¢ $ 23,15%
See notes to consolidated financial statements.
Notes to Consolidated Financial Statements
(Unaudited)
Note A — Accounting Policies
In management’s opinion, the accompanying consitlinancial statements contain all adjustments
necessary to present fairly the financial positisrof September 29, 2006 and December 31, 2005 and
the results of operations for the third quarter aim# months ended September 29, 2006 and September
30, 2005. All of the adjustments were of a nornmal eecurring nature.
Note B — Inventories
Sept 29 Dec. 31,
(Dollars in thousands) 2006 2005
Principally average cos
Raw materials and suppli $ 29,33¢ $ 24,05(
Work in proces: 119,58! 88,48(
Finished good 52,34 30,55:¢
Gross inventorie 201,26 143,08:
Excess of average cost over LIFO inventory vi 57,47 39,02
Net inventories $143,79: $104,06(



Note C- Pensions and Other Po«-retirement Benefits

Pension Benefits
Third Quarter Ended

Other Benefits
Third Quarter Ended

Sept 29 Sept 30, Sept 29 Sept 30,

(Dollars in thousands) 2006 2005 2006 2005
Components of net periodic benefit c

Service cos $ 1,25:% $ 1,187 $ 74 $ 75
Interest cos 1,742 1,61¢€ 47€ 56(
Expected return on plan ass (2,07¢) (2,189 — —
Amortization of prior service co: 179 (169) 9) (21)
Amortization of net los 517 31z — —
Net periodic benefit co: $ 1,25¢ $  76€ $ 541 $ 614

Pension Benefits
Nine Months Ended

Other Benefits
Nine Months Ended

Sept 29 Sept 30, Sept 29 Sept 30,
(Dollars in thousands) 200¢€ 200¢ 200€ 200t
Components of net periodic benefit ¢
Service cos $ 3,76( $ 3,561 $ 222 $ 22t
Interest cos 5,221 4,841 1,42 1,682
Expected return on plan ass (6,235 (6,56¢€) — —
Amortization of prior service co: (539 (50€) (27) (64)
Amortization of net los 1,55(C 963 — —
Net periodic benefit cos $ 3,76¢ $2,29¢ $1,622 $1,84:

The Company amended its domestic defined bengfiipe plan effective in the second quarter 200% dmendment revised the pension
benefit payout formula for the majority of the plgarticipants and various other aspects of the aawell. The amendment was deemed t

a significant event and therefore the plan asketslities and net periodic cost were remeasureadcordance with Statement No. 87,
“Employers’ Accounting for Pensions”. As part oétremeasurement process, management reviewedstivalkation assumptions and made
adjustments as warranted. As a result of the remeaent, a charge of $11.1 million was recordedrsgather comprehensive income, a

component of shareholders’ equity, with the oftsetdited against the minimum pension liability aine prior service cost asset.

Note D — Comprehensive Income

The reconciliation between net income and compreilerincome for the three and nine month periodiedrSeptember 29, 2006 and

September 30, 2005 is as follows:

Third Quarter Ended

Nine Months Ended

Sept 29 Sept 30  Sept 29 Sept 30,

(Dollars in thousands) 2006 2005 2006 2005
Net income $ 7,081 $3,90¢ $19,28: $13,72¢
Cumulative translation adjustme ()] (44¢€) 47€ (1,449
Change in the fair value of derivati

financial instrument (2,039 1,12 4,732 6,772
Minimum pension liability — — — (11,139
Comprehensive incon $ 6,03¢ $4,58¢ $24,49( $ 7,91¢

The $11.1 million charge to comprehensive incom20@5 for the minimum pension liability resultedrr the
remeasurement of the domestic defined benefit pandan as described in Note C to the Consolidatedncial

Statements.

Note E — Segment Reporting

(Dollars in thousands)

Third Quarter 200!

Metal Systems

Micro Electronics

Total
All
Segments Other Total

Revenues from external custom $100,64° $ 99,77¢ $200,42¢ $ — $200,42¢
Intersegment revenu 1,58¢ 61¢ 2,20t — 2,20¢
Operating profit (loss 5,42( 6,247 11,661 (1,039 10,63
Third Quarter 200!

Revenues from external custom $ 73,76: $ 61,85 $135,61: $ — $135,61«
Intersegment revenu 832 42¢ 1,261 — 1,261
Operating profit (loss 24C 5,67¢ 5,91t (112) 5,80:
First Nine Months 200

Revenues from external custom $283,54( $271,68° $555,22° $ — $555,22°
Intersegment revenu 3,62¢ 1,987 5,61: — 5,61¢
Operating profit (loss 10,02( 24,13¢ 34,154 (3,39¢ 30,75¢



Assets 346,90« 172,91( 519,81« (33,274 486,54(
First Nine Months 200

Revenues from external custom $231,74¢ $168,89: $400,63" $ — $400,63"
Intersegment revenu 2,05 1,20z 3,25¢ — 3,25¢
Operating profit 6,34¢ 14,137 20,48 (832) 19,65

Assets 299,53¢ 89,24: 388,77¢ 5,32¢ 394,10

The “All Other” assets were a net credit balancefa#8eptember 29, 2006 as a result of the LIFOrvese
being larger than the debit balances of the oteens. The $38,6 million change in the assets witAlh
Other” from the third quarter 2005 to the third gea2006 resulted from a change in the LIFO reseifv
$23.9 million, a reduction in cash of $11.3 milliand changes in property, plant and equipment &ret o
assets



