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PART | FINANCIAL INFORMATION
BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES

ltem 1. Financial Statements

The consolidated financial statements of Brush Begjied Materials Inc. and its subsidiaries forgharter
ended October 2, 2009 are as follows:

Consolidated Statements of Income —
Third quarter and nine months ended October 2, 20@9September 26, 20
Consolidated Balance Sheets —
October 2, 2009 and December 31, 2
Consolidated Statements of Cash Flows —
Nine months ended October 2, 2009 and Septemb@0B8
EX-11
EX-31.1
EX-31.2
EX-32
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Consolidated Statements of Income

(Unaudited)
Third Quarter Ended Nine Months Ended

(Dollars in thousands except share and Oct. 2, Sept. 26, Oct. 2, Sept. 26,
per share amounts) 2009 2008 2009 2008
Net sales $ 190,53¢ $ 240,49: $ 500,03: $ 713,42!

Cost of sale: 165,34 195,32: 438,10« 586,65!
Gross margir 25,19: 45,17: 61,92¢ 126,77(

Selling, general and administrative expe 21,46¢ 26,06¢ 64,70" 81,09:

Research and development expe 1,72( 1,74¢ 4,94( 4,88¢

Other-net 2,554 4,33t 5,78¢ 8,18t
Operating (loss) profi (557) 13,02: (13,509 32,60:

Interest expens— net 221 53¢ 81¢ 1,524
Income (loss) before income tax (772) 12,48: (14,327 31,07¢

Income tax (benefit) expen (89§ 2,57: (5,519 9,417
Net income (loss $ 126 % 9,90¢ $ (8,809H $ 21,66:
Per share of common stock: ba $ 0.01 % 04¢ % (0.4 $ 1.0¢€
Weighted average number of common shares

outstanding 20,215,000 20,374,000 20,178,00  20,387,00
Per share of common stock: dilut $ 0.01 $ 04t % 0.49 $ 1.0t
Weighted average number of common shares

outstanding 20,421,000 20,612,000 20,178,00 20,616,00

See notes to consolidated financial statements.
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Consolidated Balance Sheets

(Unaudited)
Oct. 2, Dec. 31,
(Dallarsin thousands) 2009 2008
Assets
Current assetl
Cash and cash equivale $ 26,90¢ $ 18,54¢
Accounts receivabl 78,30¢ 87,87¢
Other receivable 10,09: 3,37¢
Inventories 129,45¢ 156,71¢
Prepaid expenst¢ 25,87 23,66(
Deferred income taxe 9,66¢€ 4,19¢
Total current asse 280,30: 294,37¢
Other asset 30,08: 34,44+
Relate-party notes receivab 98 98
Long-term deferred income tax 9,94¢ 9,94/
Property, plant and equipme 647,25: 635,26¢
Less allowances for depreciation, depletion andréiration 438,08: 428,01
209,17( 207,25
Goodwill 35,77¢ 35,77¢
Total Assets $565,37!  $581,89°
Liabilities and Shareholders Equity
Current liabilities
Shor-term debi $ 35,89¢ $ 30,62:
Current portion of lon-term debt 60C
Accounts payabl 20,84¢ 28,01«
Other liabilities and accrued iter 35,54 45,13:
Unearned revent 13t 118
Total current liabilities 92,41¢ 104,48
Other lon¢-term liabilities 33,73¢ 19,35¢
Retirement and pc-employment benefit 80,51¢ 97,16¢
Long-term income taxe 3,02¢ 3,02¢
Deferred income taxe 727 162
Long-term debt 10,90¢ 10,60¢
Shareholder equity 344,04 347,09
Total Liabilities and Shareholders’ Equity $565,37! $581,89°

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

(Dallars in thousands)

Nine Months Ended

Oct. 2,
2009

Sept. 26,

2008

Net (loss) income
Adjustments to reconcile net (loss) income to nesh provided from operating
activities:
Depreciation, depletion and amortizat
Amortization of mine cost
Amortization of deferred financing costs in intérespens¢
Derivative financial instrument ineffectivene
Stoclk-based compensation expel
Changes in assets and liabilities net of acquiredsaets and liabilities:
Decrease (increase) in accounts receiv
Decrease (increase) in other receiva
Decrease (increase) in inventt
Decrease (increase) in prepaid and other curreets
Decrease (increase) in deferred income ti
Increase (decrease) in accounts payable and acexpedse
Increase (decrease) in unearned reve
Increase (decrease) in interest and taxes pa
Increase (decrease) in Ic-term liabilities
Other- net

Net cash provided from operating activities

Cash flows from investing activitie
Payments for purchase of property, plant and eqgeiip
Payments for mine developme
Reimbursements for capital equipment under goventrantracts
Payments for purchase of business net of cashvest
Proceeds from sale of acquired inventory to comaigmt line
Other investment- net

Net cash used in investing activitie

Cash flows from financing activitie
Proceeds from issuance (repayment) of -term debi
Proceeds from issuance of l--term debt
Repayment of lor-term debi
Issuance of common stock under stock option
Tax benefit from exercise of stock optic
Repurchase of common sta

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

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

Cash and cash equivalents at end of period

See notes to consolidated financial statements.

$ (8,804 $ 21,66:

21,638 21,90:
2,62( 3,60(
317 272

— 171
2,55¢ 3,41(
9,11f (6,439
1,07:  11,26:
27,41C (7,059
2,046 (2,425
(4,799 25
(16,467 (12,139
19 (1,497
(637) 423
(17,577 40E
2,52¢ 1,66¢
21,037 35,25¢
(26,69) (22,617
(460) (391)
15,44( 6,052
— (87,469

— 2432
1,321 66
(10,399 (80,027
(2,33)  7,11¢
7,700 45,90(
(8,000 (30,600
444 247

47 45

— (2,086
(2,146 20,61
(138) (440)
8,36:  (24,58)
18,54¢  31,73(
$26,90¢ $ 7,14%
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Notes to Consolidated Financial Statements
(Unaudited)

Note A—Accounting Policies

In managemens’ opinion, the accompanying consolidated finarstiaements contain all adjustments nece:
to present fairly the financial position as of Qmo2, 2009 and December 31, 2008 and the resulisevations for
the third quarter and nine months ended Octob20@9 and September 26, 2008. Sales and incomechietmme
taxes were reduced in the first quarter 2008 bg $llion to correct a billing error that occurred2007 that was
not material to the 2007 results. All other adjustits were of a normal and recurring nature. Cegaiounts in
prior years have been reclassified to conform 02009 consolidated financial statement presemtatio

Management has evaluated subsequent events thatextthrough November 5, 2009, the date the filahnc
statements were issued. During this period, thenewo recognized subsequent events requiring nggmgin the
financial statements and no non-recognized subsegwents requiring disclosure, except for the &itjon
described in Note K.

Note B—Inventories

Oct. 2, Dec. 31,

(Dollarsin thousands) 2009 2008

Principally average cos

Raw materials and suppli $ 40,08: $ 41,46¢
Work in proces: 114,30! 139,55.
Finished good 42,38¢ 50,57¢
Gross inventorie 196,77¢ 231,59¢
Excess of average cost over LIFO inventory vi 67,32t 74,88
Net inventories $129,45:  $156,71!

Note C—Pensions and Other Po«-retirement Benefits

As a result of a significant reduction in force,magement determined that there was a curtailmettieof
domestic defined benefit pension plan in the fitsrter 2009. The plan assets and liabilities wemeasured as of
the curtailment date of February 28, 2009. As phathe remeasurement, management reviewed thedseyrgtions
and determined that the discount rate should breased to 6.80% from the 6.15% rate assumed ainibere31,
2008. The revised rate was determined using the saathodology as was employed at yead-2008. All other ke
assumptions, including the expected rate of rebarassets, remained unchanged from December 38, 200

The curtailment reduced the annual expense for 2808e domestic plan from a previously estimated
$5.3 million to $4.3 million. In addition, the caitment resulted in the recording of a $1.1 millmme-time benefit
in the first quarter 2009 as a result of applyimng percentage reduction in the estimated futur&iwgdifetime of
the plan participants against the unrecognized ggovice cost benefit. Cost of sales was redugekDt8 million
and selling, general and administrative expenseredisced by $0.3 million from the recording of tiree-time
benefit.

The Company made contributions totaling $16.2 onillio the defined benefit pension plan in the fiise
months of 2009 as expected.
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The following is a summary of the third quarter dinsk nine months 2009 and 2008 net periodic hienebt
for the domestic defined benefit pension plan dreddomestic retiree medical plan.

(Dollarsin thousands)

Pension Benefits
Third Quarter Ended

Other Benefits
Third Quarter Ended

Oct. 2, Sept. 26,
2009 2008

Oct. 2, Sept. 26,
2009 2008

Components of net periodic benefit cos

Service cos
Interest cos

Expected return on plan ass
Amortization of prior service co
Amortization of net los

Net periodic benefit cos

$ 1,067 $ 1,27(

2,16¢ 1,97¢
(2,445  (2,180)
(13€) (161)
37¢ 29/

$ 72 $ 76
482 532

©) ©)

$ 1,02¢ $ 1,19¢

$ 54 $§ 59¢

Pension Benefits
Nine Months Ended

Other Benefits
Nine Months Ended

Oct. 2, Sept. 26 Oct. 2, Sept. 26
(Dollarsin thousands) 2009 2008 2009 2008
Components of net periodic benefit cost
Service cos $324¢ $3811 $ 217 $ 22¢
Interest cos 6,321 5,92¢ 1,44¢ 1,59¢
Expected return on plan ass (7,067 (6,547 — —
Amortization of prior service co: (414 (483) 27) 27)
Amortization of net los 1,18¢ 882 — —
Curtailment gair (1,069) — — —
Net periodic benefit cot $221C $359% $163€ $ 1,79

Note D—Contingencies

Brush Wellman Inc., one of the Company’s wholly @drsubsidiaries, is a defendant in various legal
proceedings where the plaintiffs allege that thayencontracted chronic beryllium disease (CBD)etaited ailment
as a result of exposure to beryllium. Managemeli¢wes that the Company has substantial defenskmtands to
defend these suits vigorously. The Company hagsdedca reserve for CBD litigation of $0.6 millios af
October 2, 2009 and $2.0 million as of December2BD8. This reserve covers existing claims only amasserted
claims could give rise to additional losses. Degenssts are expensed as incurred. Final resolafitre asserted
claims may be for different amounts than currerglerved. Two cases were dismissed without settiepsyments
during the first nine months of 2009. Late in thied quarter 2009, a settlement agreement was e€aah three
other cases resulting in a fully insured paymenteanade in the fourth quarter 2009. These caseg\Ver, had not
yet been technically dismissed by the court byethe of the third quarte

All of the outstanding CBD cases as of October@®®are third-party claims where the alleged exmosu
occurred prior to December 31, 2007 and theretbeindemnity, if any, and the defense costs avereal by
insurance subject to an annual deductible of $1lldm Incurred costs for the year exceeded théudéble during
the third quarter 2009.

Williams Advanced Materials Inc. (WAM), one of t®mpany’s wholly owned subsidiaries, and a small
number of WAM'’s customers are defendants in a patdrngement legal case. WAM has provided an mdy
agreement to certain of those customers under vilvi&M will pay any damages awarded by the court. WAS%
not made any payments for damages on behalf ofastpmer nor have they recorded a reserve forsagseer
these agreements as of October 2, 2009. WAM bdig\reas strong defenses applicable to both WAMitnd
customers and is contesting this action. While Wédés not believe that a loss is probable, shodil tlefenses
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not prevail, the damages to be paid may potentimiynaterial to the Company’s results of operatiorthe period
of payment.

The Company has an active environmental complianacgram and records reserves for the probableofost
identified environmental remediation projects. Taserves are established based upon analyses teddbycthe
Company’s engineers and outside consultants analdfusted from time to time based upon on-goindistiand
the difference between actual and estimated cbktsreserves may also be affected by rulings agdtiaions witt
regulatory agencies. The undiscounted reserve txalaas $5.8 million as of October 2, 2009 and $6lBon as of
December 31, 2008. Environmental projects tencettobg term and the final actual remediation costy differ
from the amounts currently recorded.

Note E—Comprehensive Income

The reconciliation between net income (loss) andmehensive income (loss) for the third quarter fasd
nine months ended October 2, 2009 and Septemb@0R8,is as follows:

Third Quarter Ended Nine Months Ended

Oct. 2, Sept. 26, Oct. 2, Sept. 26,
(Dollarsin thousands) 2009 2008 2009 2008
Net income (loss $ 12¢ $ 9,90¢ $(8,804) $21,66:
Cumulative translation adjustme 1,515 (57%) 391 1,15¢€
Change in the fair value of derivative financiatiuments, net of ta (239 2,38¢ 101 1,61¢
Pension and other retirement plan liability adjuestibs, net of ta: 151 124 2,271 371
Comprehensive income (los $1,55¢ $11,84:  $(6,03F) $24,80¢

Note F—Segment Reporting

Segment information for 2008 has been recast fadiecZentrix Technologies Inc. in the Advanced Miale
Technologies and Services segment. Zentrix's regutiviously were reported in All Other. Beginning2009,
Zentrix is being managed by Advanced Material Tetbgies and Services and is included with that segia
financial results in the Company’s internal repagti

Advanced
Material Specialty Beryllium Engineerec
Technologie: Engineerec and Beryllium Material All
(Doallarsin thousands) and Service: Alloys Composites Systems Subtotal Other Total
Third Quarter 200!
Revenues from external custom $ 12791 $ 4293, $ 10,177 $ 9,52¢ $190,53( $§ — $190,53¢
Intersegment revenur 5 2,621 63 40¢ 3,24¢ — 3,24¢
Operating profit (loss 8,53¢ (6,30¢) (472) 95 1,84¢ (2,400 (557)
Third Quarter 200t
Revenues from external custom $ 128,66¢ $ 77,58¢ $ 17,58 $ 16,66( $240,49: $ — $240,49:
Intersegment revenur 38C 736 36 472 1,62¢ — 1,62¢
Operating profit (loss 7,731 2,07¢ 2,54¢ 1,612 13,96¢ (944) 13,02
First Nine Months 200
Revenues from external custom $ 320,25¢ $ 121,06: $ 36,28t $ 22,42¢ $500,03: $ — $500,03:
Intersegment revenur 33C 3,89¢ 141 952 5,31¢ — 5,31¢
Operating profit (loss 17,62¢ (26,507) 2,381 (3,35%) (9,840 (3,667 (13,509
Assets 213,96: 202,36° 66,44 19,89: 502,66° 62,70¢ 565,37!
First Nine Months 200
Revenues from external custom $ 381,93t $ 23191 $ 45,658 $ 53,92( $713,42' $§ — $713,42!
Intersegment revenu: 1,27 3,93: 32¢ 1,22: 6,761 — 6,761
Operating profit (loss 18,25! 7,52¢ 5,121 4,971 35,877 (3,274  32,60:
Assets 229,72° 257,31« 49,26! 25,29¢ 561,59t 31,13¢ 592,73«
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Note G—Stock-based Compensation Expens

The Company granted approximately 145,000 sharesstificted stock to certain employees in the fjisrter
2009 at a fair value of $15.01 per share. Thevidiue was determined using the closing price oGbmpany’s
stock on the grant date and will be amortized dervesting period of three years. The holderbefréstricted
stock will forfeit their shares should their empiognt be terminated prior to the end of the vestiegod.

The Company granted approximately 350,000 stockemmttion rights (SARS) to certain employees inftrs
quarter 2009 at a strike price of $15.01 per shime.fair value of the SARs, which was determinadte grant
date using a Black-Scholes model, was $7.83 peestra will be amortized over the vesting periodhoée years.
The SARs expire ten years from the date of thetgran

The Company granted approximately 25,000 sharesstrficted stock to its non-employee directordhin t
second quarter 2009 at a fair value of $18.27 pares The fair value was determined by using thsief price of
the Company’s stock on the grant date and willrberéized over the vesting period of one year.

Total stock-based compensation expense for theeadod previously existing awards and plans was
$0.9 million in the third quarter 2009 and $1.0liod in the third quarter 2008. For the first nimenths of the year,
stock-based compensation totaled $2.6 million id28nd $3.4 million in 2008.

Note H—Income Taxes

The tax benefit of $0.9 million in the third quar2009 was calculated by applying a rate of 116a8finst the
loss before income taxes while the tax benefihanfirst nine months of the year of $5.5 millionsaalculated by
applying a rate of 38.5% against the loss befaterire taxes in that period. In 2008, a tax expeh$2.6 million
was recorded in the third quarter based upon attfe rate of 20.6% of income before income takethe first
nine months of 2008, the tax expense of $9.4 miNias calculated based upon an effective rate 828®f the
income before income taxes.

The impact of percentage depletion, foreign soimceme and deductions and other factors were ncajoses
of the differences between the effective and sbayutax rates in all periods presented. The pradoateduction we
also a major cause of the difference in the thurdrter and first nine months of 2008.

Discrete events, including the reversal of a taeree as a result of the completion of an auditthadinal
adjustment to the 2008 tax returns, provided aaebenefit of $1.0 million in the third quarter@ Discrete
events, including the lapse of the statute of kiiin on previously reserved tax items and thd fudgustment to th
2007 tax return, provided a net tax benefit of $tillion in the third quarter 2008. The effectivaxtrate for the first
nine months of 2008 was also affected by unfaverdisicrete events totaling $0.6 million recordethimfirst half
of that year.

The effective tax rate is based upon projectednireor loss before income taxes for the full yeat te
estimated tax adjustments, credits and other it@ims.year-to-date effective tax rate for an intepieniod must be
adjusted to the projected rate for the year podhé impact of any discrete events. The perceritagact on the
effective rate of tax adjustments that are relifi®ed in dollar terms will change due to sigo#int differences in
the income or loss before income taxes betweeogeri

The difference between the effective tax rate atttird quarter 2009 and the first half 2009 (id¢hg the
impact of the discrete events) increased the tarfiteand net income in the third quarter 2009 By6dmillion, or
$0.03 per share.

Note | —Fair Value of Financial Instruments

The Company measures and records financial instrtgva their fair value.

A fair value hierarchy is used for those instrursemeasured at fair value that distinguishes between
assumptions based on market data (observable Jrgmudsthe Company’s assumptions (unobservable shptihe
hierarchy consists of three levels:

Level 1 — Quoted market prices in active marketsdentical assets and liabilities;
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Level 2 — Inputs other than Level 1 inputs thateither directly or indirectly observable; and

Level 3 — Unobservable inputs developed using egisiand assumptions developed by the Companyhwhic
reflect those that a market participant would use.

The following table summarizes the financial instants measured at fair value in the consolidatéahba
sheet as of October 2, 2009:

Fair Value Measurements at Reporting

Date Using
Quoted Prices
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Oct. 2, Assets Inputs Inputs
(Dollarsin thousands) 2009 (Level 1) (Level 2) (Level 3)
Financial Assets
Directors deferred compensation investm: $1,017 $ 1,017 % — % —
Precious metal forward contrac 16 — 16 —
Total $1,03: % 1,017  $ 16 $ —
Financial Liabilities
Directors’ deferred compensation liabili $1,017 $ 1,017 % — 3 —
Foreign currency forward contrac 1,02¢ — 1,024 —
Total $2,041 $ 1017 $ 1022 % —

The Company uses a market approach to value te¢saasd liabilities for outstanding derivative qawts in
the table above. These contracts are valued ugimgrieet approach which incorporates quoted manket¢pat the
balance sheet date.

The carrying values of the other working capitairis and debt on the Company’s balance sheet appates
their fair values.
Note J—Derivative Instruments and Hedging Activity

The Company currently uses derivative contractsetiige portions of its foreign currency and precimesal
price exposures:

Foreign Currency

The Company sells products to overseas customéhgiinlocal currencies, primarily the euro, stegliand yen.
The Company uses foreign currency derivatives, é&mward contracts and options, to hedge theseipated
sales transactions. The purpose of the hedge proigreo protect against the reduction in dollateabf the foreign
currency sales from adverse exchange rate movensmnisid the dollar strengthen significantly, tleertase in the
translated value of the foreign currency sales khbe partially offset by gains on the hedge can#raDepending
upon the methods used, the hedge contract maythmibenefits from a weakening U.S. dollar.

The use of foreign currency derivative contractgdgserned by policies approved by the Board of ©oes. A
team consisting of senior financial managers regidve estimated exposure levels, as defined bydisdiprecasts
and other internal data, and determines the tindngunts and instruments to use to hedge that expesthin the
confines of the policy, Management analyzes thectiffe hedged rates and the actual and projecied gad losses
on the hedging transaction against the progranctbgs, targeted rates and levels of risk assutdedge contracts
are typically layered in at different times forfgesified exposure period in order to minimize tmpact of rate
movements.
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The use of forward contracts locks in a firm ratd aliminates any downside from an adverse rateemewt a
well as any benefit from a favorable rate movem&he Company may from time to time choose to hewuitfe
options or a tandem of options known as a collaese hedging techniques can limit or eliminatediwnside risk
but can allow for some or all of the benefit frorfagorable rate movement to be realized. Unlikeravérd contract
a premium is paid for an option; collars, which areombination of a put and call option, may have&premium
but they can be structured to be cash neutral Cdrepany will primarily hedge with forwards due et
relationship between the cash outlay and the lefvesk.

Precious Metals

The Company maintains the majority of its precimetal inventory on consignment in order to redase i
working capital investment and the exposure to hpgtee movements. When a precious metal produethiscated
and ready for shipment to the customer, the metaliichased out of consignment at the current mariee. The
price paid by the Company forms the basis for tfieepcharged to the customer. This methodologyna|tor
changes in either direction in the market pricethefprecious metals used by the Company to beegdksough to
the customer and reduces the impact changes iespemuld have on the Company’s margins and opgratiofit.
The consigned metal is owned by financial instimg who charge the Company a financing fee based tne
current value of the metal on hand.

In certain instances, a customer may want to d@statiie price of the precious metal at the timesthles order
is placed rather than at the time of shipmentii8gthe sales price at a different date than whermaterial would
be purchased potentially creates an exposure t@ments in the market price of the metal. Thereforéhese
limited situations, the Company may elect to ety a forward contract to purchase precious métaé forward
contract allows the Company to purchase metaffiaed price on a specific future date. The pric¢hie forward
contract serves as the basis for the price to begeld to the customer. By so doing, the sellinggaind purchase
price are matched and the Company’s price expasuesluced.

The use of precious metal forward contracts is goe by policies approved by the Board of Directérseam
of financial managers oversees the use and pladeshérese contracts in compliance with those apgugolicies.

The Company will only enter into a derivative catrif there is an underlying identified exposuentracts
are typically held to maturity. The Company doesergage in derivative trading activities and doesuse
derivatives for speculative purposes. The Companhy wses hedge contracts that are denominatectisame
currency or precious metal as the underlying exgosu

All derivatives are recorded on the balance shietkiedr fair values. If the derivative is desigrihend effective
as a hedge, depending upon the nature of the heldgeges in the fair value of the derivative atkezioffset
against the change in the fair value of the hedgseét, liability or firm commitment through earrsngy recognized
in other comprehensive income (OCI), a componeshafeholders’ equity, until the hedged item iDgeized in
earnings. The ineffective portion of a derivatsvehange in fair value, if, any, is recognizedanmnings immediatel
If a derivative is not a hedge, changes in thevfalue are adjusted through income.

The notional value of the outstanding foreign coegeforward contracts and precious metal contrastsf
October 2, 2009 was as follows (dollars in thousnd

Foreign Currency Forward Contra $15,29(
Precious Metal Forward Contra 4,81(
Total Notional Value $20,10(

All of these derivatives were designated as anctieetive as cash flow hedges. The fair valuethef
outstanding derivatives are recorded on the balaheet as assets (if the derivatives are in apgesition) or
liabilities (if the derivatives are in a loss pasit). The fair values will also be classified asittterm or long term
depending upon their maturity dates. There is efféctiveness associated with the outstanding dtvies. Change
in the fair value of the outstanding derivative traots are recorded in OCI and are charged ortetlh income
when the contracts mature and the underlying gatied sales transactions occur.
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The balance sheet classification and the relateddfues of the outstanding foreign currency fomiveontracts
and the precious metal forward contracts were éanfs (dollars in thousands):

Fair Value

Assets
Prepaid Expense
Liabilities

Other Liabilities and Accrued Iten

16

$ 1,024

A summary of the hedging relationships of the @utding derivative financial instruments as of OetoB,
2009 and September 26, 2008 and the amounts tregtbfato income for the third quarter and firstéimonths
then ended follows. All of the derivatives in ttable were designated as cash flow hedges.

(Dallarsin thousands)

Effective Portion of Hedge

Ineffective Portion of Hedge

Recognized
In OCI at

Reclassified From OCI
Into Income During Period

Recognized in Income or
Derivative During Period

Gain (loss) End of Period Location Amount Location Amount
Third Quarter 200!
Foreign currency contrac
Forward contract $ (1,029 Othernet $ (409 Othernel $ —
Options (collars — Othernet — Othernel —
Total (2,029 (40¢) —
Precious metal forward contrac 16 Cost of sale 24¢  Cost of sale —
Total $ (1,009 $ (15¢ $ —
Third Quarter 200t
Foreign currency contrac
Forward contract $ 20C Othernet $ (40¢) Othernet $ —
Options (collars 11F Othel-net (559 Other-nel —
Total 31t (962 —
Precious metal forward contras — Cost of sale — Cost of sale —
Total $ 31¢ $ (962 $ —
First Nine Months 200
Foreign currency contrac
Forward contract Othernet $ (14)7) Othernel $ —
Options (collars Othernet 212 Othernel —
Total 71 —
Precious metal forward contra Cost of sale 24¢  Cost of sale —
Total $ 32 $ —
First Nine Months 200
Foreign currency contrac
Forward contract Other ne! $(2,239) Other ne $ —
Options (collars Other nel (736) Other ne —
Total (2,970 —
Precious metal forward contrac Cost of sale — Cost of sale —
Total $(2,970 $ —
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The Company had an interest rate swap that waalipitiesignated as a cash flow hedge. Howeve2Qiv the
underlying hedged item was terminated early andvegp no longer qualified as a hedge. An immatéoid was
recorded in other-net on the consolidated statewfentome in the third quarter 2008 on this swaposs of
$0.2 million was recorded on the swap in the fiise months of 2008. The swap was terminated iricheh
quarter 2008.

In 2007, the Company terminated early various codityewaps that were designated as cash flow hedde
gains on the early terminations were deferred @@ until the original hedged items, the purchasesopper, were
acquired and then relieved from inventory. Durinhg first half of 2008, gains totaling $0.2 milliarere relieved
from OCI and credited to cost of sales on the clidated income statement. The deferred gains oedhenodity
swaps were fully amortized out of OCI as of the ehthe second quarter 2008.

The Company expects to relieve $1.0 million froml@@d charge other-net on the consolidated income
statement in the twelve month period beginning Getd, 2009.

Note K —Subsequent Even

Effective October 23, 2009, the Company acquiredstock of Barr Associates, Inc. for $55.2 milliarcash.
The acquisition was funded with internally genedatash and borrowings under the existing $240.0amil
revolving line of credit. Immediately after the aggjtion, the Company had $22.3 million outstandimgler the
revolver. The purchase price includes amounts tiodbe in escrow pending resolution of various nratss detailed
in the purchase agreement. In addition to theainithsh consideration, the purchase agreemenatdses for a
potential earn-out to be paid to the sellers bageuh future performance of the operation.

Barr, based in Westford, Massachusetts, manufachrezision thin film optical filters that are used variety
of applications, including defense, aerospace, caddielecommunications, lighting and astronomyrr Banploys
approximately 300 people at three leased facilities

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

Overview

We are an integrated producer of high performapeeialty engineered materials used in a variegiegtrical,
electronic, thermal and structural applicationsr Pwducts are sold into numerous markets, inclgdin
telecommunications and computer, aerospace andstefautomotive electronics, industrial componeagpliance,
medical and data storage.

Sales were $190.5 million in the third quarter 2@08enpared to $240.5 million in the third quarte02@s the
impact of the global economic crisis and the relatecline in consumer spending, which began tactffs in the
fourth quarter 2008, continued to adversely affeetdemand from many of our key markets, including
telecommunications and computer, automotive and starage. Sales and orders for defense applisatidrich
initially had not been significantly affected byethrisis, began to soften in the third quarter 2899%ell. Sales were
also lower in the third quarter and first nine nfanof 2009 than the respective periods of 2008tdwaelower
average metal price pass-through.

Margins and profitability declined due to the loveates volume in the third quarter and first nirenths of
2009. An unfavorable change in product mix and rfeturing inefficiencies as a result of the lowenguction
volumes also reduced profitability in the curreaay. The operating loss of $0.6 million in the dhjuarter 2009
was down $13.6 million from the profit of $13.0 hwh generated in the third quarter 2008.
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While our performance in the third quarter 2009 Wwalw the third quarter 2008, sales and profitghiafter
reaching near-term lows in the first quarter 20€8;e improved sequentially in the second and tpiraters of
2009 as shown in the table below:

Operating
(Millions) Sales Profit (Loss)
Third Quarter 200: $2405 % 13.C
Fourth Quarter 200 196.: (4.5
First Quarter 200 135.¢ (11.9
Second Quarter 20( 174.1 (1.6
Third Quarter 200! 190.t (0.6)

We believe that the rate of decline in our salehé@first quarter 2009 was greater than the fiillroconsumer
spending due to the excess inventory positionsititrout the supply chain and that a portion of therovement in
sales in the second and third quarters of 2009duago the depletion of these excess inventor@gesalso
increased during 2009 as a result of our targetts and marketing efforts. Metal prices, whiledown average
than in 2008, increased during the third quart&92@ver the second quarter 2009 and contributéldetgrowth in
sales.

Profitability improved in the second and third ea2009 over the respective preceding quarterrasidt of
the sales growth and cost control efforts. In reaspao the weaker economic conditions, beginnirtgérfourth
quarter 2008 and during 2009, we took various astiincluding reducing headcount, freezing and theting
wages, reducing work hours, eliminating the 40%@gings plan match, cancelling or suspending |quvirity
programs, reducing discretionary spending and atbst-saving initiatives.

Despite the net loss for the first three quart€@009, debt only increased $5.0 million while castreased
$8.4 million. Cash flow from operating activitiess$21.0 million in the first nine months of 20@&pital
spending, net of the reimbursement from the govemirfor the construction of a new primary beryllifaaility,
continued to be managed to low levels and has tesrced to high-priority and maintenance capitatlie

Early in the fourth quarter 2009, we acquired tloels of Barr Associates, Inc. for $55.2 milliondash. The
acquisition was financed with a combination of casthand and borrowings under the existing revgharedit
agreement. Barr manufactures performance thindittical filters for a variety of applications, inding defense,
aerospace, medical, telecommunications, lightirdyastronomy.

Results of Operations

Third Quarter Ended Nine Months Ended
Oct. 2, Sept. 26 Oct. 2, Sept 26

(Millions, except per share data) 2009 2008 2009 2008
Sales $190.t $240.5 $500.C $713.¢
Operating profit (loss (0.6) 13.C (13.5) 32.€
Income (loss) before income tax (0.9 12.t (14.9) 31.1
Net income (loss 0.1 9.¢ (8.9 21.7
Diluted earnings per sha $ 0.01 $ 04¢ $(0.449 $ 1.0

Salesof $190.5 million in the third quarter 2009 declin®50.0 million, or 21%, from sales of $240.5 roilliin
the third quarter 2008. For the first nine monththe year, sales of $500.0 million in 2009 wer&Bwer than
sales of $713.4 million in 2008.

Domestic sales were 23% lower in the third quaZ689 and 27% lower in the first nine months of 2€@#h
the same periods in 2008. International sales, wéie included in all reportable segments, declitié& in the thir
quarter 2009 and 35% in the first nine months @&f®flom the comparable periods in 2008.
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The majority of the fall-off in international salesthe third quarter and first nine months of 20@%s in
Europe, although sales to all major internatiorgions were lower in both the third quarter 2008 thre first nine
months of 2009 than in the same periods of the gear. The impact of translating foreign curredeyiominated
sales was a favorable $0.6 million in the thirdriera2009 as compared to the third quarter 2008aanahfavorable
$0.3 million in the first nine months of 2009 comgato the first nine months of 2008.

Demand from the telecommunications and computekebaour largest market, and the automotive elaatsy
data storage and other markets that are direddyeckto consumer spending levels softened coraditiedue to the
weak economic conditions generally beginning inftheth quarter 2008. The demand for our produptsars to
have fallen at a greater rate than the slowdowsoimsumer spending due to the high inventory pasitia the
downstream supply chain. Our products are the raternals for the final product and there typicahg a number
fabricators, assemblers and distributors betweertil-use consumer and us. We believe that whegidbal
economic slowdown hit, these fabricators, asseralalrd distributors were holding significantly highevels of
inventory than required to meet the then curremaled. As a result, these inventory levels neecttavérked down
throughout the supply chain before our order eletvgl can rebound to prior levels. We believe thabrtion of the
growth in sales in each of the second and thirdtgtsgof 2009 over the respective prior quarter tuesto
inventories in the supply chain being depleted r@eding to be replenished to meet the current enesdemand
levels.

Demand from the defense market, which was firmrduthe first half of 2009, softened in the thircacter
2009 as orders were pushed out into future periblais.demand from the medical market, which had ls¢émg in
the first quarter 2009, also softened in the se@ntthird quarters of 2009.

We use ruthenium, gold, silver, platinum, palladiand copper in the manufacture of various produ2ts.
sales are affected by the prices for these metalshanges in our purchase price are passed am tostomers in
the form of higher or lower selling prices. Goldges on average were higher in the third quart@®©28an the third
guarter 2008 while average prices for the otheomajetals we use were lower. The net impact ottienge in
metal prices was an estimated $2.2 million reduciiosales in the third quarter 2009 from the tlojuérter 2008
and an estimated $31.3 million reduction in satethé first nine months of 2009 from the first nmenths of 2008.

The sales order entry rate in the third quartel928eeded sales in the quarter and while thenrasdower
than the third quarter 2008, it did improve ove finst and second quarter 2009 order entry rate.

We implemented various cos&ving initiatives beginning late in the fourth jea 2008 and throughout the fi
nine months of 2009 in response to the weakenidgrantry rate at that time. By the end of thedtlginarter, total
manpower was reduced by 14% from year-end 2008sleval 17% from the end of the third quarter 2008.

Compensation levels have been frozen and/or red@egttime in the plants was eliminated and regwiairk
hours were reduced in many cases. The Company rfaattie 401(k) savings plan was first reducedaif And
then suspended altogether for the majority of eygss. Discretionary spending has been reduced anulig
projects and initiatives have been cancelled caydl. These cost-saving initiatives favorably inted@ross
margins and selling, general and administrativeeagps in the third quarter and first nine montha0@f9. We paid
approximately $1.0 million in severance benefitsoasated with the headcount reductions, primarilsirey the first
quarter 2009.

Gross marginwas $25.2 million, or 13% of sales, in the thircagar 2009 compared to $45.2 million, or 19%
of sales, in the third quarter 2008. For the firise months of the year, gross margin was $61.8omjlor 12% of
sales, in 2009 and $126.8 million, or 18% of sale2008.

The $20.0 million reduction in the gross margirthia third quarter and the $64.9 million reductiorihie gross
margin for the first nine months of 2009 were priityadue to the lower sales in 2009 versus the canaiple periods
in 2008. Manufacturing inefficiencies, largely dwethe lower production volumes and the relatedaictn
manning levels and utilization of equipment, alsatdbuted to the margin decline in 2009. The cleaimgoroduct
mix was unfavorable in both the third quarter aingt hine months of 2009. Manufacturing issues Itagyin
returned material at one of our facilities had gatize impact on the third quarter 2009 gross nmaagiwell. The
cost-saving initiatives, including the manpoweruetibns, pay cuts and other programs, helped &eb# portion of
the unfavorable impact these items had on grosgimar the third quarter and first nine monthsiu t/ear.
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Manufacturing overhead costs were down 22% inhivd tjuarter and 12% for the first nine months @2 from
the respective periods in 2008.

The gross margin in the first nine months of 20@&weduced by lower of cost or market charges thenium-
based inventories of $0.8 million and other neemteory valuation adjustments totaling $0.6 milli@corded in the
first quarter 2009. The gross margin in the seapnatter 2008 was reduced by a lower of cost or etafkarge on
ruthenium-based inventories of $6.0 million recardethat period.

The reduction in gross margin as a percent of salbeth the third quarter and first nine month2009 from
the comparable periods in 2008 was partially dusettain manufacturing overhead costs, includingeeation,
rent, insurance and other items, being relativielyd in the short-term regardless of the saledlleve

In the first quarter 2009, we determined that tbmestic defined benefit pension plan was curtadleel to the
significant reduction in force. As a result of theatailment and the associated remeasurement,coeded a
$1.1 million one-time benefit during the first qtexr2009, $0.8 million of which was recorded agaawst of sales
and $0.3 million recorded against selling, genaral administrative expenses on the ConsolidatadiSemt of
Income. The 2009 annual expense under the plamlsaseduced by $1.0 million from what it would kbéseen ha
the plan not been curtailed. See Critical Accounfolicies.

Selling, general and administrative (SG&A) expendetaled $21.5 million in the third quarter 2009 anetre
$4.6 million lower than the total expense of $2@iflion in the third quarter 2008. SG&A expensesb6#.7 million
in the first nine months of 2009 were $16.4 milliower than expenses of $81.1 million in the firste months of
2008. SG&A expenses were 13% of sales in therfirst months of 2009 and 11% of sales in the firs¢ months
of 2008. The increased percentage was due todaddising at a greater rate than the decline ireegps in the first
nine months of 2009 from the first nine months @0@.

The lower SG&A expenses in both the third quartet first nine months of 2009 largely resulted frima cost-
saving initiatives previously referenced. In adgitio reduced manpower costs, discretionary spgrithms such &
travel, dues and subscriptions and advertising Vesver in the third quarter and first nine monttif009 than the
respective periods in 2008. Commissions were low@009 as those expenses are a function of ties salume.

Incentive compensation expense under cash-bases wks $0.1 million higher in the third quarter 2@8an
third quarter 2008 and $1.8 million lower in thesfinine months of 2009 than the first nine momth2008 due to
the lower levels of profitability in the currentaerelative to the plan targets. Shaased compensation expense
unchanged in the third quarter 2009 from the thirerter 2008 and $0.8 million lower in the firstet@d quarters of
2009 than the first three quarters of 2008.

International SG&A expenses, other than incentiv@gensation (which is included in the above paragra
declined $1.2 million in the third quarter 2009rfrahe third quarter 2008 and $4.0 million in thestfinine months «
2009 from the first nine months of 2008. This deelincludes approximately $0.1 million in the thepdarter and
$0.7 million in the first nine months of 2009 deethe translation benefits from the movement irhexge rates
between periods.

In addition to the lower expense from the curtaitingf the defined benefit pension plan, the expamsthe
supplemental retirement plan for certain executivas $0.5 million lower in the first nine months209 than in
the first nine months of 2008.

Offsetting a portion of the above savings wereaieregal and other administrative costs, includingts
associated with the acquisition of Barr Associalies, and a new consigned inventory agreementjrigta
$0.6 million incurred in the third quarter 2009.

Research and development (R&D) expensé$1.7 million in the third quarter 2009 and $m#élion in the
first nine months of 2009 were unchanged from dspective periods in 2008. R&D expenses were flatid part
to our cost control efforts. However, we contintedhvest in process and product improvement effdutring the
first nine months of 2009 in order to enhance ltemga growth opportunities.
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Other-net expensefor the third quarter and first nine months of 2@0@l 2008 is summarized as follows:

Income (expense

Third Quarter Ended Nine Months Ended
Oct. 2, Sept. 26 Oct. 2, Sept. 26

(Millions) 2009 2008 2009 2008
Exchange/translation lo: $(0.6) $ 17) $ — $ (3.0
Amortization of intangible asse (0.9 (0.2 (2.7 (0.6)
Metal financing fee: (0.8 (1.2 (2.4 (3.1
Directors deferred compensatic — 0.2 (0.7 0.6
Other items 0.9 (1.6 (0.6) (2.9
Total $(2.€) $ 4.3 $6.9 $ (8.9

Exchange and translation losses are a functioneofrtovement in the value of the U.S. dollar versr&ain
other currencies and in relation to the strikeggim currency hedge contracts.

The amortization of intangible assets was highéhénthird quarter and first nine months of 200&ntthe same
periods of 2008 due to the finalization of the @il in the fourth quarter 2008 of the intangidsets acquired
with Techni-Met, Inc. in February 2008.

The metal financing fee was lower in the third gee2009 and first nine months of 2009 than thpeetve
periods of 2008 largely due to lower quantity oftah@n hand. The fee is a function of the quardftynetal on
hand, the average price of the metal and the agdiagncing rate.

The income or expense on the directors’ deferredpemsation plan was a function of the outstandirages in
the plan and the movement in the share price otonmmon stock. In the first quarter 2009, the BazrBirectors
amended the deferred compensation plan, elimingtiaglirectors’ ability to transfer their defertalance between
stock and other investment options allowable unigieiplan. As a result of the amendment, effectiith the
beginning of the second quarter 2009, the sharieg Ibeld are no longer marked-to-market againstrtbeme
statement in accordance with accounting guidelines.

Other-net expense also includes bad debt expeases gnd losses on the disposal of fixed asseth, ca
discounts and other non-operating items.

Theoperating lossvas $0.6 million in the third quarter 2009 compatedn operating profit of $13.0 million
the third quarter 2008. In the first nine monthshaf year, we generated an operating loss of $18lisn in 2009
and an operating profit of $32.6 million in 200$éeTdecline in profitability in both the third quartand first nine
months of 2009 was primarily due to the lower mauggnerated by the significantly reduced salesmeland other
factors, offset in part by the various cost-savimrigiatives and lower other-net expenses.

Interest expense-naif $0.2 million in the third quarter 2009 was Iéisan half of the expense from the third
quarter 2008. The net interest expense was $0l@mih the first nine months of 2009 versus $1i8iom in the
first nine months of 2008. The lower expense ingharter and first nine months was primarily duéteer average
outstanding debt levels in 2009. The effective twing rate was lower in the third quarter 2009 ttrenthird
guarter 2008 as well. These benefits were parté@figet by a slight reduction in the amounts cdigiéa in
association with capital projects.

Theloss before income taxesas $0.8 million in the third quarter 2009 and $lrhillion in the first nine
months of 2009. In 2008, income before income tavas $12.5 million in the third quarter and $31.liam in the
first nine months.

A tax benefitwas calculated using an effective rate of 116%heflbss before income taxes in the third quarter
2009 and 39% of the loss before income taxes iffitdtenine months of 2009. In 2008, a tax expemas calculate:
using an effective rate of 21% of income befor@ine taxes in the third quarter and 30% in the finse months of
the year.
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The effects of percentage depletion, foreign sourceme and other items were the major factorstfer
difference between the effective and statutorysratehe third quarter and first nine months ofb2©09 and 2008.
The production deduction was also a major factfactihg the rate in the first nine months of 2008.

Discrete events provided a net tax benefit of $dillion in the third quarter 2009. In 2008, diser&vents
provided a net tax benefit of $1.4 million in thnérdl quarter and $0.8 million in the first nine ntlos of the year.

The effective tax rate is based upon the annugegted earnings and estimates of the tax credijasaments
and other items. The year-to-daféective tax rate for an interim period must b@uatkd to the projected rate for
year prior to the impact of any discrete items. phecentage impact of tax adjustments that haedasively fixed
dollar amount will also vary due to significant nemwents in the level of the income or loss befooeine taxes in a
given quarter.

Net incomewas $0.1 million (or $0.01 per share, diluted)ha third quarter 2009 compared to a net income of
$9.9 million (or $0.48 per share, diluted) in thed quarter 2008. For the first nine months of year, the net loss
was $8.8 million (or $0.44 per share, diluted) @02 versus a net income of $21.7 million (or $1p@6 share,
diluted) in 2008.

Segment Results

We have four reportable segments. Beginning irfiteequarter 2009, the operating results for Zigntr
Technologies Inc., a small, wholly owned subsidiang included in the Advanced Material Technolsgiad
Services segment. Previously, Zentrix had beemdted with the corporate office as part of All Othate made this
change because the Advanced Material TechnologgSarvices segment management is now responeible f
Zentrix and this structure is consistent with ouernal reporting and how the Chairman of the Besaluates the
operations. The results for the prior year havenbbeeast to reflect this change. See Note F t€Cthesolidated
Financial Statements.

The operating loss within All Other was $1.5 miflibigher in the third quarter 2009 than the thinder 200¢€
For the first nine months of the year, the opetptoss was $0.4 million higher in 2009 than in 2008wer
allocations to the business units, an unfavoratdeement in the directors deferred compensationlitaland other
factors more than offset the spending reductioisth@ lower incentive compensation expense threlgliirst nine
months of 2009.

Advanced Material Technologies and Services

Third Quarter Ended Nine Months Ended
Oct. 2, Sept. 26 Oct. 2, Sept. 26

(Millions) 2009 2008 2009 2008
Sales $127.¢ $128.7 $320.¢ $38l.¢
Operating profi $ 8E $ 77 $ 17¢€ $ 18:

Advanced Material Technologies and Serviaaanufactures precious, non-precious and speciadtgim
products, including vapor deposition targets, frdithi@ssemblies, clad and precious metal prefohigs
temperature braze materials, ultra-fine wire, sggcinorganic materials, optics, performance cagiand
microelectronic packages. Major markets for theselycts include data storage, medical and the essgl
semiconductor, photonic and hybrid sectors of ti@aeelectronics market. Advanced Material Techn@egnd
Services also has metal cleaning operations ama-laouse refinery that allow for the reclaim of gimus metals
from its own or customers’ scrap. Due to the hightof precious metal products, we emphasize guallivery
performance and customer service in order to atiad maintain applications. This segment has dbovegilities
in New York, California, Connecticut, Wisconsin aM@ssachusetts and international facilities in Assid Europe.

Sales from Advanced Material Technologies and 8esvof $127.9 million in the third quarter 2009 vdowr
slightly from sales of $128.7 million in the thigdiarter 2008 while sales in the first nine monththe year decline
16% from $381.9 million in 2008 to $320.3 milliam 2009.

While lower than sales in the third quarter 20@8es in the third quarter 2009 were 14% higher tharsecon
quarter 2009.
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Advanced Material Technologies and Services adjtstelling prices daily to reflect the currenstof the
precious and certain other metals that are sold.cbst of the metal is generally a pés®ugh to the customer an
margin is generated on the fabrication effortssipective of the type or cost of the metal useddivan application.
Therefore, the cost and mix of metals sold wilkatfsales but not necessarily the margins genebgtéubse sales.
The net change in the average prices of gold,rsiplatinum, palladium and ruthenium increasedsshiean
estimated $2.2 million in the third quarter 200®othe third quarter 2008. Metal prices on averagee lower in
the first nine months of 2009 than the first ninentins of 2008 and accounted for an estimated $h8lidn of the
$61.6 million reduction in sales between periods.

Sales of vapor deposition targets and other mégarianufactured at the Buffalo, New York facilityere
higher in the third quarter 2009 than in the thjchrter 2008, while sales for the first nine morh2009 were
lower than the first nine months of 2008. The glamnomic crisis and the related impact on conswepending
caused a fall-off in demand from the wireless, samiuctor, photonic, microelectronic packaging atiger market
segments beginning in the fourth quarter 2008 atalthe first half of 2009. Demand has improvedtfrine low
levels at the beginning of 2009, particularly fareless and semiconductor applications (two ofléinger
applications for Advanced Material Technologies &edvices) resulting in the growth in sales intthied quarter
20009.

Refining business levels in the third quarter 20@8iJe still below the third quarter 2008, also iroped over
the low levels in the first half of 2009 as thefpamance of this portion of the business is pdytialfunction of the
guantities of customer and internal scrap mateaadslable to be processed.

Sales from Techni-Met, a wholly owned subsidiarguaed early in the first quarter 2008, were lowethe
third quarter 2009 than the third quarter 2008eSalkad been higher in the first half of 2009 thenfirst half of
2008 but after a softer third quarter in 2009, Sé&be the first nine months of the year were 4%doin 2009 than in
2008. The decline in sales is due to weaker derfrandthe medical market, which we believe may egerary,
and the negative impact of manufacturing issuesitathe third quarter 2009.

Sales from Thin Film Technology, Inc. grew in thed quarter 2009 over the third quarter 2008 hatdrowth
rate was lower than the very high growth rate fthmfirst half of 2009. The sales improvement tigtoaut 2009
was due to medical and defense applications, loiitations are that defense orders may start to dmmn or be
pushed out.

Sales of inorganic chemicals were lower in bothttiel quarter and first nine months of 2009 thas $ame
periods in 2008. Demand from the markets servetthése products, including solar energy and opté&rsained so
during the first nine months of 2009.

Sales of microelectronic packages from Zentrixeralfieing flat in the first six months of 2009 comgghto the
first six months of 2008, were approximately 24%hr in the third quarter 2009 than in the thirdrger 2008.

Total sales for media applications in the dataagtermarket, including sales of ruthenibased targets from t
Brewster, New York facility, remained weak in tiiirdl quarter and first nine months of 2009 and Wweloe sales
levels in respective periods of 2008, althoughssalghe second and third quarters of 2009 haveawgu slightly
over the very low levels in the first quarter 208@les for magnetic head applications from the Btewfacility in
the third quarter 2009, while lower than the thqudarter 2008, showed some improvement over theageesales
levels in the first half of 2009.

The gross margin on Advanced Material Technologia$ Services’ sales was $18.7 million in the tlgjudrter
2009, a $1.6 million decrease from the $20.3 nmilladd margin generated in the third quarter 2008 gtoss margin
was 15% of sales in the third quarter 2009 and ©6%&les in the third quarter 2008. For the fiisermonths of the
year, gross margin was $48.7 million (15% of saille$009 compared to $53.8 million (14% of sales2008.

The lower sales volume, a slightly unfavorable gjeaim product mix and the impact of the manufaotri
issues at Techni-Met reduced gross margin by a owdtestimated $2.8 million in the third quarte02Q@vhile
manufacturing overhead costs were $1.2 million loivehe third quarter 2009 than in the third geag008.
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The gross margin comparison between the first moaths of 2009 and the first nine months of 2008 wa
affected by the margin lost due to the lower saleban unfavorable change in product mix. We adsonded a
lower of cost or market charge of $0.8 million amdinventory valuation charge of $0.6 million ire thrst quarter
2009 and a lower of cost or market charge of $6llomin the second quarter 2008. Manufacturingihead costs
were $ 0.8 million lower in the first nine months2®09 than the first nine months of 2008 primaalya result of
the cost-saving initiatives.

Total SG&A, R&D and other-net expenses were $10IRam (8% of sales) in the third quarter 2009, ecline
of $2.3 million from the expense total of $12.5lrit (10% of sales) in the third quarter 2008. Tehegpenses
totaled $31.1 million (10% of sales) in the firghe& months of 2009 and $35.6 million (9% of salaghe first nine
months of 2008.

The lower expense in the third quarter and firaseninonths of 2009 was partially due to the impé¢he cost-
saving initiatives implemented during the first astond quarters of 2009. Selling-related expeasdsorporate
allocations were also lower in the third quarted &irst nine months of 2009 than in the compargiggods of 2008.
Metal financing fees were lower in both the thirdager and first nine months of 2009 than the sper®ds in 200
mainly due to lower quantities of metal on hande3ébenefits were partially offset by the increammdrtization
expense on the intangible assets acquired withriiddbt. Incentive compensation was largely uncharigehe
third quarter and first nine months of 2009 frora thspective prior year levels.

Operating profit generated by Advanced Materialhredogies and Services was $8.5 million in thedthir
quarter 2009, a 10% improvement over the profitegated in the third quarter 2008. For the firsemmonths of the
year, operating profit was $17.6 million (6% ofes)lin 2009 and $18.3 million (5% of sales) in 2(

Specialty Engineered Alloys

Third Quarter Ended Nine Months Ended
Oct. 2, Sept. 26 Oct. 2, Sept. 26

(Millions) 2009 2008 2009 2008
Sales $42.¢ $ 77.€ $121.1 $231.¢
Operating (loss) prof $ (6.9 $ 21 $(265H $ 7t

Specialty Engineered Alloymanufactures and sells three main product families:

Strip products, the larger of the product families, include thauge precision strip and small diameter rod
and wire. These copper and nickel beryllium allpysvide a combination of high conductivity, highiability
and formability for use as connectors, contactéctws, relays and shielding. Major markets foipgtroducts
include telecommunications and computer, automaieetronics, appliance and medical;

Bulk productsare copper and nickel-based alloys manufacturethie, rod, bar, tube and other
customized forms that, depending upon the apptinathay provide superior strength, corrosion orrwea
resistance, thermal conductivity or lubricity. Tin@jority of bulk products contain beryllium. Appditons for
bulk products include plastic mold tooling, beasngushings, welding rods, oil and gas drilling poments
and undersea telecommunications housing equipraedt;

Beryllium hydroxideis produced by Brush Resources Inc., a wholly owsdasidiary, at its milling
operations in Utah from its bertrandite mine antchased beryl ore. The hydroxide is used primadya raw
material input for strip and bulk products as veallby the Beryllium and Beryllium Compaosites seginen

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

Sales by Specialty Engineered Alloys of $42.9 wnilin the third quarter 2009 were 45% lower thdassaf
$77.6 million in the third quarter 2008. Sales &2$.1 million in the first nine months of 2009 wé&%10.8 million,
or 48%, lower than sales of $231.9 million in thstfnine months of 2008. Sales of strip and butidpcts declined
in the third quarter and first nine months of 2@@8n the levels in the comparable periods of 2(Exes of
hydroxide from the Utah operations totaled $0.9iamilin the third quarter 2009 and $6.9 milliontie first nine
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months of 2009. Hydroxide sales totaled $3.3 niiliio the first nine months of 2008; there were pdrbxide sales
in third quarter 2008.

Strip volumes shipped in the third quarter 2009en#7% lower than the third quarter 2008 while shépta in
the first nine months of 2009 were 41% below shiptaén the first nine months of 2008. Strip volurhesvever,
have improved over the low levels in the first qga2009, growing 30% in the third quarter 2009 488 in the
second quarter 2009 over the immediately precegliragter.

The reduction in shipments in the third quarter fursdl nine months of 2009 compared to last yeas a@oss
both the higher and lower berylliuonontaining alloy product lines. Lower consumer sfieg and excess inventor
in the supply chain resulted in weaker demand filmentelecommunications and computer, automotivetrelgics
and other markets for strip products throughoufitise€ nine months of 2009 as compared to the finsé months of
2008. The growth in shipments in the second arrd tiuarters of 2009 over the respective precediragtgrs was
partially due to improved demand from certain sectd the telecommunications and computer markatjqularly
for higher beryllium-containing alloy products. Dand from the automotive electronics and applianaeksts,
while still weaker than last year, also improvedhia third quarter 2009.

Bulk product volumes shipped in the third quart@®@2 were 56% below the third quarter 2008 levelgevh
shipments in the first nine months of the year wi& lower in 2009 than in 2008. Shipments of prbducts in
the third quarter 2009 were essentially flat whipsents in the second quarter 2009.

Initially, bulk product volumes were not affectesiseverely by the global economic crisis as strquipcts.
However, a fall-off in demand from the oil and gaml aerospace markets coupled with high downstieaamtory
positions within the supply chain have led to aigant decline in volumes in the first nine mosibf 2009. Bulk
product sales into the oil and gas market were vasak result of the soft demand for energy whidte&ping the
price of oil below the level that would spur sidcéint exploration and production increases. Aerospaarket sales
were also soft due to ongoing deferrals of newraftduilds and decreased repair and maintenartoati@s. Some
improvement in demand was seen in the third quaaee for military and heavy equipment applicatiassvell as
plastic mold tooling for the appliance and autow®inarkets.

Lower metal prices accounted for an estimated 84dlébn of the $34.7 million difference in salestbeen the
third quarter 2009 and the third quarter 2008 at®l B million of the $110.8 million difference inlea between the
first nine months of 2009 and the first nine mordh2008.

The gross margin on Specialty Engineered AlloyEsavas $4.1 million in the third quarter 2009 and
$16.5 million in the third quarter 2008. The grasargin was 10% of sales in the third quarter 2089 21% of sale
in the third quarter 2008. For the first nine manti the year, gross margin was $3.0 million (2%alés) in 2009
and $49.2 million (21% of sales) in 2008.

The lower margin in both the third quarter andtfiisie months of 2009 versus the comparable peiiod808
was largely due to the significantly lower salemoe. Margins were also hurt by manufacturing il@&hcies and
machine utilization rates as a result of lower picitbn volumes. The change in product mix was unfalle in
2009 as well. Headcount reductions, reduced wotkyavage cut-backs and other cost-saving meastfeest a
portion of the negative volume impact and inefficies.

Total SG&A, R&D and other-net expenses were $101bam (24% of sales) in the third quarter 2009 and
$14.4 million (19% of sales) in the third quart®08. For the first nine months of the year, thegeeases totaled
$29.5 million (24% of sales) in 2009 and $41.7 imill(18% of sales) in 2008 as expenses in 2009 baga
reduced $12.2 million, or 29%, from the 2008 levels

The expense reductions in the third quarter asd fiine months of 2009 were due to a combinatich®ftost-
saving initiatives, lower incentive accruals, reglicorporate charges and differences in excharige gad losses
between periods. The cost-saving initiatives hagealted in lower manpower, travel, advertising,@igs and other
expenses. Outside commissions were also lowerdltietfall-off in sales.

Specialty Engineered Alloys generated an operddisg of $6.3 million in the third quarter 2009 and
$26.5 million in the first nine months of 2009.2608, this segment generated an operating profi2df million in
the third quarter and $7.5 million in the first @imonths of the year.
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The recent global economic downturn has signifigaaffected worldwide demand for Alloy strip prodsic
Considering the impact of the downturn and the amgefforts of the customer base to replace oip ptoducts
with lower cost non-beryllium alloys, it is not t&in if or when demand levels will return to thejlownturn levels
As a result, we have taken significant cost reductictions and will continue to examine alternaiteerealign or
restructure this business.

One of the steps we have taken is the implementatoly in the fourth quarter 2009 of our plangalign the
distribution of alloy products in the United Kingdoincluding the use of an independent distributeat should
result in slightly lower overhead costs and impubpeofitability of that operation.

In the long-term, we anticipate that sales of tprikducts will grow as a result of improved marketditions
and our continued product application developmedtdiversification efforts.

Beryllium and Beryllium Composites

Third Quarter Ended Nine Months Ended
Oct. 2, Sept. 26 Oct. 2, Sept. 26

(Millions) 2009 2008 2009 2008
Sales $10.2 $ 17.€ $36.C $ 45.7
Operating (loss) prof $ (0.5) $ 28 $24 $ 51

Beryllium and Beryllium Compositemanufactures berylliunhased metals and metal matrix composites in
sheet, foil and a variety of customized forms atEimore, Ohio and Fremont, California faciliti#filese materials
are used in applications that require high stifénasd/or low density and they tend to be premiuicedrdue to their
unique combination of properties. This segment alaoufactures beryllia ceramics through our whoilned
subsidiary, Brush Ceramic Products Inc., in Tucgoizona. Defense and government-related applinatio
including aerospace, is the largest market for Harg and Beryllium Composites, while other marksésved
include medical, telecommunications and computectnics (including acoustics), optical scanrémgl general
industrial products.

Sales by Beryllium and Beryllium Composites of &Ltnillion in the third quarter 2009 were 42% lowean
sales of $17.6 million in the third quarter 2008ilelsales of $36.3 million in the first nine monthfs2009 were
21% lower than sales of $45.7 million in the fingie months of 2008.

Sales from the Elmore facility were higher in tiretfhalf of 2009 than the first half of 2008 pririfta due to
defense-related applications. However, demanddtardge-related applications softened in the thirargr 2009,
leading to a significant decline in sales of thpselucts from Elmore. During the third quarteruaber of defense-
related orders were pushed out due to governmedirfg delays or other factors. We anticipate defearsd
government-related sales to be soft for the balah@®09 and at least the first half of 2010.

Demand for beryllium products for x-ray window asddies from the Fremont facility continued to beaker
than last year; demand in the third quarter 20@9rdprove over the second quarter 2009 levels.sS#Elberyllium
foil products also improved in the third quartef2®ver the second quarter 2009. We continued fplication
development work on high-end speaker domes, whiehgpotential niche market for beryllium materi®gscent
demonstrations of the product’s performance haes bell received at initial targeted customers.

Beryllia ceramic sales remained soft as saleséh eéthe first three quarters of 2009 were belbev t
comparable quarters in 2008. We now anticipatesgaleur former largest customer for ceramics ot samping u
modestly late in the fourth quarter 2009 and ihifirst half of 2010.

Beryllium and Beryllium Composites generated a giogrgin of $1.5 million, or 14% of sales, in thed
quarter 2009 and $5.3 million, or 30% of saleghmthird quarter 2008. Gross margin was $9.6 amijlior 26% of
sales, in the first nine months of 2009 and $13lliom, or 30% of sales, in the first nine montHs2608.

The majority of the difference in gross marginsaen the third quarter and first nine months of2@ath the
respective periods in the prior year was due tiedihces in the sales volume. The change in thdugtonix was
unfavorable in the third quarter 2009 but immatddathe first nine months of the year. Marginsrevalso
hampered by higher material input costs and quality yield issues on welded AlBeMe&products in the third
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quarter 2009. Manufacturing improvements at thedgéracility, including higher yields, greater eféncies and
scrap utilization, primarily in the first quarte®@, provided a benefit to gross margin in the filse months of
2009 and helped to offset the manufacturing inifficies due to the lower production volumes attiner facilities
Manufacturing overhead costs were also lower duttiegfirst nine months of 2009 than the first ninenths of
2008.

SG&A, R&D and other-net expenses for Beryllium &@wtyllium Composites totaled $1.9 million, or 19% o
sales, in the third quarter 2009 and $2.7 millimn16% of sales, in the third quarter 2008. Thegerses totaled
$7.2 million, or 20% of sales, in the first nine mios of 2009 and $8.5 million, or 19% of saleshia first nine
months of 2008. While this segment’s sales and msangere initially not as affected by the globabecmic crisis
as the other segments, various measures were iraptethto maintain and/or reduce expense levelgtih ¢f the
consolidated operating loss. With the slow-dowbusiness levels in the third quarter 2009, furthgrense
reduction efforts were undertaken.

Beryllium and Beryllium Composites generated anrafieg loss of $0.5 million in the third quarter(®0
compared to an operating profit of $2.5 milliortre third quarter 2008. The reduction in profitapilvas largely
due to the reduced margin from the sales fall-&f#et in part by lower expenses. For the first mimenths of the
year, operating profit declined from $5.1 millian2008 to $2.4 million in 2009. Operating profitsva% of sales i
the first nine months of 2009 and 11% of sale®i@first nine months of 2008.

Engineered Material Systems

Third Quarter Ended Nine Months Ended
Oct. 2, Sept. 26 Oct. 2, Sept. 26

(Millions) 2009 2008 2009 2008
Sales $ 9.t $ 167 $22<4 $ 53¢
Operating profit (loss $ 0.1 $ 1€ $(3B4 $ 5C

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

Sales from Engineered Material Systems of $9.5anilin the third quarter 2009 were 43% lower thales of
$16.7 million in the third quarter 2008, while satef $22.4 million for the first nine months of ®&ere 58% lowe
than sales of $53.9 million in the first nine mantf 2008.

The decline in sales in the third quarter and firse months of 2009 was across all of this seginérly
markets and in each of its major product familigse lower consumer spending for electronics, autiles and
other items coupled with an excess inventory pmsitiownstream in the supply chain resulted in lodesnand for
products from Engineered Material Systems.

While sales were behind last year’s pace, salesowagl 27% in the third quarter 2009 over the seapratter
2009 after sales in the second quarter improved 8886 sales in the first quarter 2009. A portiorihaé growth in
the third quarter over the preceding quarter wastdunew applications in the energy and medicaketar Sales of
disk drive arm materials, one of the segment’sdsrgpplications in 2008, were down slightly in thied quarter
2009 from the second quarter 2009 but ahead cfates pace from the first half of 2009.

The order entry rate was weak early in the thirdrtpr 2009 but then gained strength and leveledtatiites nc
seen since the third quarter 2008. Total ordelyentrthe third quarter 2009 exceeded the levedabés.
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The gross margin on Engineered Material Systenisssaas $1.4 million, or 14% of sales, in the thgdarter
2009 and $3.4 million, or 20% of sales, in thedhjuarter 2008. For the first nine months of tharythe gross
margin was $0.7 million, or 3% of sales, in 2008 $10.8 million, or 20% of sales, in 2008.

The decline in margins in both the third quarted &rst nine months of 2009 was largely due toltiveer sales
volume. Actions were taken to lower conversion goisicluding manpower reductions, shortened work$o
cancellation of programs and services, vendor fnagiks and other items. However, the impact of titeses was
not enough to offset the lost margins due to thestrop in volumes. The change in product mix wdavorable i
the third quarter and first three quarters of 288%ompared to the respective periods in 2008. Faturing
overhead costs were lower in the third quarterfaatinine months of 2009 than the same periodkérprior year.

Total SG&A, R&D and other-net expenses of $1.3ionillin the third quarter 2009 were $0.5 million EBw
than the expenses in the third quarter 2008 whiesikxpense total of $4.1 million in the first nmenths of 2009
was $1.7 million lower than the first nine monti008 as expenses were reduced in light of thetmsales
volumes. Lower incentive compensation due to ttadime in profitability accounted for $0.2 milliorf the reduced
expense in the third quarter 2009 and $0.7 milibthe reduced expense in the first nine monthHz06B.
Manpower costs, travel, advertising, commissiors@ther costs were also reduced in the third quartd first nin
months of 2009.

After generating operating losses in the first tjuarters of 2009, Engineered Material Systems daarpgofit
of $0.1 million in the third quarter 2009. The ogtimg loss for the first nine months of 2009 wasi$8illion. The
operating loss in the first nine months of 2009udes $0.3 million of one-time severance costsnagx in the first
quarter 2009. Operating profit for the segment $&$ million in the third quarter 2008 and $5.0lioi in the first
nine months of 2008.

Legal

One of our subsidiaries, Brush Wellman Inc., ifeddant in proceedings in various state and fédetats
brought by plaintiffs alleging that they have cawted chronic beryllium disease or other lung ctiowl as a result
of exposure to beryllium. Plaintiffs in berylliunases seek recovery under negligence and varioes lethal
theories and seek compensatory and punitive damagesny cases of an unspecified sum. Spousasyifclaim
loss of consortium.

The following table summarizes the associated #gtivith beryllium cases.

Quarter Ended
Oct. 2, July 3,

2009 2009
Total cases pendir 7 8
Total plaintiffs 26 29
Number of claims (plaintiffs) filed during perioti@ed 0(0) 0(0)
Number of claims (plaintiffs) settled during perieddec 0(0) 0(0)
Aggregate cost of settlements during period endetafs in thousand: $ 0 $ O
Number of claims (plaintiffs) otherwise dismiss 1(3) 1(8)

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

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

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

Based upon currently known facts and assuming ctdiéity of insurance, we do not believe that resion of
the current and future beryllium proceedings wél/d a material adverse effect on our financial @¢aror cash
flow. However, our results of operations could batenially affected by unfavorable results in onemare of these
cases. As of October 2, 2009, two purported clessres were pending.

The balances recorded on the Consolidated BalameetSassociated with beryllium litigation werda®ws:

(Millions) Oct. 2, Dec. 31
Asset (liability) 2009 2008

Reserve for litigatior $(0.6) $ (2.0
Insurance recoverab 0.3 1.7

The reserve and the recoverable were reduced ithittoequarter 2009 as a result of a fully insusettlement
with multiple plaintiffs. The applicable cases ah@wn as still pending in the prior table as thdesaent agreement
was made late in the third quarter 2009 and thaseshad not been technically dismissed by thésasrof the er
of the quarter.

Regulatory Matters. Standards for exposure to beryllium are undeiereby the United States Occupational
Safety and Health Administration and by other goweental and private standard-setting organizatiome result
of these reviews will likely be more stringent werlsafety standards. Some organizations, suctea3atlifornia
Occupational Health and Safety Administration arelAmerican Conference of Governmental Industrial
Hygienists, have adopted standards that are manget than the current standards of OSHA. Thelbgment,
proposal or adoption of more stringent standardg aff@ct the buying decisions by the users of bienyl-
containing products. If the standards are made sitiregent and/oour customers or other downstream users dt
to reduce their use of beryllium-containing produciur operating results, liquidity and financiahdition could be
materially adversely affected. The impact of trogemtial adverse effect would depend on the natoceextent of
the changes to the standards, the cost and albilityeet the new standards, the extent of any riguict customer
use and other factors. The magnitude of this patieadverse effect cannot be estimated.

Financial Position

Net cash from operating activitiewas $21.0 million in the first nine months of 2089the effects of
depreciation and a net reduction in working capitahs more than offset the net loss. After germeyge$11.7 millior
of cash flow from operations in the first six mosithf 2009, cash flow from operations during thedlgjuarter 2009
was $9.3 million.

Cashbalances stood at $26.9 million as of the end etliird quarter 2009, an increase of $8.4 milliamnf
yearend 2008 resulting from the cash flow from openatgiand an increase in debt partially offset bytahp
expenditures.

Accounts receivabléotaled $78.3 million as of the end of the thircaer 2009, a decrease of $9.6 million, or
11% from December 31, 2008. The decline in recé@sais due to a combination of sales in the thurdrter 2009
being lower than sales in the fourth quarter 2088 areduction in the average collection period.

We continued to aggressively monitor and managemdit exposures in light of the current econoafiimate.
The bad debt expense for the first nine month€0682vas immaterial. While there were no significattounts
written off during the first nine months of 200Betdepth and breadth of the current economic drassresulted in
the rapid deterioration in the financial conditiimumerous companies.

Other receivablesotaling $10.1 million were outstanding as of tinel ©f the third quarter 2009 compared to
$3.4 million outstanding as of the 2008 year entthe®receivables include amounts to be reimbursethe cost of
equipment purchased under a government contracbthied miscellaneous non-trade receivables. The @ 200!
balance also included $1.4 million due from escemma result of the finalization of the purchasegfor the
Techni-Met acquisition which was collected in fdilring the first quarter 2009.
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Inventorieswere $129.5 million as of October 2, 2009, a decth$27.3 million, or 17%, from the balance as
of December 31, 2008. The inventory turnover ragimeasure of how quickly inventory is sold on agey,
improved in the third quarter 2009 and was highantit was as of year-end 2008.

The majority of the decline in inventory levels wasSpecialty Engineered Alloys. Total pounds ondchaere
down 21% in the first nine months of the year. didition to the lower quantity on hand, due to thwdr level of
business, the value declined from a shift in theeimiory make-ugs the quantity of the higher valued finished gc
inventory decreased by more than the lower valeeddtocks and work-in-process.

Inventories at Engineered Material Systems declapgatoximately 19% in response to the lower le¥el o
business during the first three quarters of 200Benhventories at Advanced Material Technologied &ervices
were unchanged from year-end 2008. InventoriesinvBeryllium and Beryllium Composites increased
approximately 13%.

We use the LIFO method for valuing a large portiboour domestic inventories. By so doing, the nresent
cost of various raw materials, including gold, cepand nickel, is charged to cost of sales in tireenit period. The
older, and often times lower, costs are used toevele inventory on hand. Therefore, current chamgéhe cost of
raw materials subject to the LIFO valuation methwady have only a minimal impact on changes in theritory
carrying value.

Prepaid expensewere $25.9 million as of the end of the third qga009, an increase of $2.2 million from
yearend 2008. The change in the balance was due tintiregy of payments for insurance, manufacturingies
and other miscellaneous items as well as for urbveised costs associated with the constructionebtlilding for
the new beryllium manufacturing facility.

Other assetsotaled $30.1 million at the end of the third gga2009 and $34.4 million at the end of 2008. The
reduction through the first nine months of 2009 Veagely due to the amortization of intangible assimcluding
deferred financing costs. The insurance recoveratiteunt was also reduced as a result of a setitemsepreviousl|
indicated.

Capital expendituresor property, plant and equipment and mine develamntotaled $27.2 million in the first
three quarters of 2009.

Capital spending in the first three quarters of20&luded $19.1 million for the design and devebept of the
new facility for the production of primary beryltiuunder a Title Ill contract with the U.S. Departrhef Defense
(DoD). The total cost of the project is estimated¢ approximately $90.4 million; we will contrileutand,
buildings, research and development, technologyosgging operations valued at approximately $2318om to
the project. The DoD will reimburse us for the Imai@ of the project cost. Reimbursements from thB Bie
recorded as unearned income and included in otingrtierm liabilities on the Consolidated Balance&hk. We
anticipate the facility will be completed in theufth quarter 2010.

The remaining $8.1 million of spending in the finhe months of 2009 was on small, isolated prsjactoss
the organization. Spending by Advanced Materialihetogies and Services was $3.0 million and indusigendin
on a micro-slitter and clean room at Techni-Me&i8fing by Specialty Engineered Alloys was $2.4iomill
primarily at the EImore and Utah facilities. Bemyth and Beryllium Composites’ spending totaled $fiflion and
included costs for new beryllium metal coating daliées. The balance of the spending included €associated
with ongoing computer software implementations.

The capital spending rate in the first three quarsé 2009, exclusive of the amounts reimbursethby
government, was lower than the first nine month2Qff8 and was also lower than the total depreciatia
amortization level for the first nine months of 20&s we reduced the spending rate due to the apgtasses being
generated. Capital expenditures during the fingelguarters of 2009 were generally limited to hpgbrity
and/or maintenance capital levels only.

Other liabilities and accrued itemwere $35.5 million at the end of the third quag869 compared to
$45.1 million at the end of 2008. The incentive pemsation accrual was lower at the end of the tnatter as the
expense recorded in the current year was lesshiegpayment of the 2008 incentive compensation ndadag the
first quarter 2009. The liability for the fair vawf outstanding derivative contracts also declidedng the first
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nine months of 2009 due to changes in the markatamnge rates relative to the contract rates. Atxfoautilities
and commissions also declined during the first mimaths of 2009. Offsetting a portion of these ned were
increases for accruals for taxes other than incames, fringe benefits and other items.

Unearned revenuewhich is a liability representing products invoidedcustomers but not shipped, was
$0.1 million as of October 2, 2009, unchanged fidecember 31, 2008. Revenue and the associatedmeiibbe
recognized for these transactions when the godgstite passes and all other revenue recognitiiteria are met.
Invoicing in advance of the shipment, which is odbne in certain circumstances, allows us to cottash sooner
than we would otherwise.

Other long-term liabilitiesgrew from $19.4 million as of year-end 2008 to $33illion as of the end of the
third quarter 2009. This growth was primarily dogoyments received from the government underdh&act for
the design of the new beryllium production facility2009. The payments are classified as a long-terearned
income liability. The liability will be relieved tmcome over the life of the facility once it ismapleted and placed
into service. The $14.3 million growth in other ¢pterm liabilities was net of a $1.4 million dedim the CBD
litigation reserve.

Theretirement and post-employment bendjilance totaled $80.5 million at the end of thedtijuarter 2009,
a decline of $16.7 million from the balance at Daber 31, 2008. This balance represents the lighitider our
domestic defined benefit pension plan, the retinedical plan and other retirement plans and pogt@ment
obligations. The main cause for the decline wagriémrtions totaling $16.2 million to the domestiergsion plan
during the first nine months of 2009; we anticipataking additional contributions totaling an estieth$2.1 millior
in the fourth quarter 2009. The pension liabilitgsnalso affected by the curtailment and the aswatia
remeasurement, other comprehensive income adjuttrard the quarterly expense. The movement indbdity
due to the expense on the retiree medical plarttendther retirement plans was generally offsethieycash paid.

Debttotaled $46.8 million at the end of the third qea009, having increased $5.0 million from thaltdiebt
of $41.8 million at the end of 2008. Debt had irsed $10.9 million in the first quarter 2009 assult of the
$12.1 million pension plan contribution and the lost offset in part by changes in working captad other factor
in that period. Debt then declined $5.9 million otlee second and third quarters as a result oftiteeg cash flow
from operating activities and limited capital exgiguares during the two quarters.

Short-term debt totaled $35.9 million at the endhef third quarter 2009 and included a new coppanting
facility placed at the end of the quarter. Shontrtelebt also included foreign currency denominéteds and a
gold-denominated loan. Long-term debt totaled $hdilion at the end of the third quarter 2009, nafievhich was
currently payable. We were in compliance with &lbor debt covenants as of October 2, 2009.

Shareholders’ equityf $344.0 million at the end of the third quarté02 was $3.1 million lower than the
balance of $347.1 million as of year-end 2008.dases in equity as a result of stock compensatipense, the
exercise of options and other factors were mone titset by a comprehensive loss for the first miranths of 2009
of $6.0 million (see Note E to the Consolidateddricial Statements).

Prior Year Financial Position

Net cash from operating activities was $35.3 millio the first nine months of 2008 as net income thue
benefits of depreciation and amortization more thiiset the net increase in working capital, inéhgdincreases in
trade receivables and inventory. Receivables gre2v8bmillion due to a slower collection period ahd acquisitior
of Techni-Met. The other receivable of $11.3 miilias of December 31, 2007 representing the amagtdder a
legal settlement with our former insurers was a@tdéd in full in the first quarter 2008. Inventoriesreased
$11.2 million, or 7%, in the first nine months @B due to a slower inventory turnover, increasedng activity ir
Utah and the Techni-Met acquisition and in suppbthe higher level of anticipated business witthie Advanced
Material Technologies and Services segment. Theseases were offset in part by lower of cost orketa
adjustments to the inventories at the BrewstelifgcOther assets increased $24.3 million durimg first nine
months of 2008 primarily as a result of the estadatalue of the intangible assets acquired witthmie®et. Other
liabilities and accrued items declined $12.6 millia the first nine months of 2008 largely as a
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result of the payment of the 2007 incentive comp8as to employees. Capital expenditures were $28lln in
the first nine months of 2008, which was belowlthes| of depreciation and amortization.

We used a combination of cash and additional barmgswto fund the $86.5 million acquisition of Tecibet.
In addition, immediately after the acquisition, 8a@d its precious metal inventory for its fair valaf $22.9 million
and consigned it back under existing lines. Outitandebt totaled $58.2 million at the end of thied quarter
2008, an increase of $22.6 million from year-en@7220rhe cash balance stood at $7.1 million, a dedf
$24.6 million from December 31, 2007.

Off-Balance Sheet Arrangements and Contractual Obgjations

We maintain the majority of our precious metal integies on a consignment basis in order to reduce o
exposure to metal price movements and to reducevorking capital investment. The balance outstagdinder the
off-balance sheet precious metal consigned invgrdoangements totaled $102.9 million at the enthefthird
quarter 2009, a decrease of $1.3 million from yerad-2008. The quantity on hand declined durinditeethree
quarters of 2009 due to the lower business levadsosher factors but this was mostly offset byithpact of
significantly higher metal prices as of the endhaf third quarter 2009.

Except as indicated above, there have been noasily& changes in the summary of contractual obtiga
under long-term debt agreements, operating leawkmaterial purchase commitments as of Octobe®@9 Zrom
the year-end 2008 totals as disclosed on page d0roAnnual Report on Form 10-K for the year ended
December 31, 2008.

Liquidity
We believe funds from operations plus the availdldeowing capacity and the current cash balanee ar
adequate to support operating requirements, capitsnditures, projected pension plan contributistrategic

acquisitions and environmental remediation projette total debt-to-debt-plus-equity ratio, a measf balance
sheet leverage, was 12% as of the end of the goiadter 2009 compared to 11% at December 31, 2008.

During the first nine months of 2009, we generateekt loss of $8.8 million and debt increased hy $4illion
but cash increased by $8.4 million due to the streash flow from operations. During this same tpeeiod we also
made contributions to the domestic defined bempefitsion plan totaling $16.2 million and funded tapi
expenditures of $8.1 million. There are no mandalong-term debt repayments to be made in the fogyuiarter
20009.

We had approximately $87.0 million of available fooving capacity under the existing lines of creditof
October 2, 2009. A covenant in the revolving craditeement limits the available borrowing capacitger that
agreement based upon the latest twelve monthgioihga, interest, taxes, depreciation, amortizasiod other
factors. Therefore, our available borrowing capaisita function of the amount of debt currentlystahding under
the existing lines and our performance over thergrelve months.

There were no borrowings outstanding under thelvavpline of credit as of the end of the third giea 2009.
Immediately after the acquisition of Barr Assocsag¢arly in the fourth quarter 2009, outstandingdwings under
the revolving credit agreement totaled $22.3 millio

The available and unused capacity under the preciial financing lines totaled approximately $67ibion
as of October 2, 2009. As metal prices increaseawaailable capacity is reduced accordingly.

Critical Accounting Policies

Pensions. In accordance with accounting guidelines, we mieiteed that we had a curtailment of the domestic
defined benefit pension plan in the first quart@®2 due to a significant reduction in employmerg.aresult, the
pension plan liability was remeasured as of Felyr@8r 2009 (the curtailment date) using revisedigipant data,
updated asset values and other factors. The vaasaismptions used to value the plan, includingltbeount rate
and the expected rate of return on plan assetg regiewed to determine if any revisions were wagd. Based
upon our review, the discount rate used to meabarplan liability as of February 28, 2009 and eékpense for the
year from that date forward, was increased to 6.80% 6.15% as of December 31, 2008. The rate as&@evas du
to changes in the market conditions as we usedamm® process used to develop the discount
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rate assumption as of February 28, 2009 as wetgidaa-end 2008. We determined that revisionsacettpected
rate of return on plan assets and other key assomspvere not warranted as of February 28, 2009.

As a result of the curtailment, the 2009 annuakesg for the plan was reduced from $5.3 millioestgnated
previously to $4.3 million after the impact of tbertailment. In addition, we recorded a one-timgailment gain in
the first quarter 2009 of $1.1 million due to tleeagnition of a portion of the previously unrecamgd prior service
cost benefit. Therefore, the net all-in expense2fi¥9 is projected to be $3.2 million after thetailiment. The 2008
expense was $4.8 million.

For additional information regarding critical acoting policies, please refer to pages 42 to 45uofAnnual
Report on Form 10-K for the year ended DecembeRBQ8. Except as noted above, there have been tewiata
changes in our critical accounting policies sirfoeinclusion of this discussion in our Annual Reoer Form 10-K.

Market Risk Disclosures

For information regarding market risks, pleaserrtdgages 45 to 47 of our Annual Report on ForaKifor
the year ended December 31, 2008. There have lueeraterial changes in our market risks since thkigion of
this discussion in our Annual Report on Form 10-K.

Outlook

While our sales in 2009 have lagged behind the 20@4s, largely due to the global economic crisées hav
improved in each of the two most recent quartees tive respective preceding quarter. We believertionm of this
improvement resulted from a reduction in the ineepnbverhang in the supply chain that was builtpupr to the
beginning of the crisis. We also believe that &gbneral economy starts to recover, our sales¢plarly into
those markets directly driven by changes in conswgpending, will generally improve as well.

Sales and orders for defense applications had redaelatively firm during the first half of 2008owever,
due to changes in government funding and otheoifsctiefense orders have now softened and theodutbo the
fourth quarter 2009 and first half of 2010 for defe business has weakened. Demand from the meuhckét also
weakened in the third quarter 2009. Demand frorerdtkey markets, including aerospace and oil andrgasained
soft but offer long-term growth opportunities.

We continued our new application development woekpgnizing that, even in down markets, there are
opportunities to expand our market share or devedp platforms to better position ourselves for wiiee
economy improves.

The sales order entry rate improved during thelthirarter 2009 over the second quarter 2009 lexekita
exceeded the level of sales in the third quartéil&\this is an encouraging sign for future periaglgen the breadi
and depth of the economic crisis, it is too diffido know whether these improvements are signifiemough to
signal that the crisis has indeed bottomed out.

The acquisition of Barr Associates in the fourtlager 2009 enhances our offerings for thin film aptical
filter applications and is complementary with thxéséng operations within the Advanced Material firclogies an
Services segment. We anticipate Barr to be acerédiearnings in 2010.

We remain committed to the cost-saving initiatiasghey had a significant favorable impact on qerating
results. Should we earn a profit in the fourth ¢gradepending upon the level of that profit, wpent to record a
tax expense rather than a tax benefit as we digeithird quarter.

We will continue to closely manage capital spendewgls limiting spending to high priority and higiturn
projects when possible. Working capital levels wifio be closely monitored, particularly given itherease in met
prices late in the third quarter 2009.
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Forward-Looking Statements

Portions of the narrative set forth in this docufirteat are not statements of historical or curfeats are
forward-looking statements. Our actual future perfance may materially differ from that contemplagthe
forward-looking statements as a result of a varitiactors. These factors include, in additiortitose mentioned
elsewhere herein:

The global economy, including the uncertaintieatedl to the impact of the current global economigis;

The condition of the markets in which we serve, thbedefined geographically or by segment, with the
major market segments being telecommunicationsantputer, data storage, aerospace and defense,
automotive electronics, industrial components, iappk and medica

Changes in product mix and the financial condittbcustomers
Actual sales, operating rates and margins for ga 2009 and beyon
Our successful implementation of cost reductiotiatives;

Our success in developing and introducing new potsdand new product ramp-up rates, particularihén
data storage marke

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

Our success in integrating newly acquired busiregesseluding Barr Associate

The impact of the results of operations of Barrdksates, Inc. on our ability to achieve fully theasegic and
financial objectives related to the acquisitiorgliing the acquisition being accretive to earnji

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

The availability of adequate lines of credit and #ssociated interest rat

Other financial factors, including cost and availgbof raw materials (both base and precious rs@tdax
rates, exchange rates, metal financing fees, pegsists and required cash contributions and otinptayee
benefit insurance, and the impact of the Compasigek price on the cost of incentive and deferred
compensation plan

The uncertainties related to the impact of war tencbrist activities

Changes in government regulatory requirements lame@nactment of new legislation that impacts our
obligations and operation

The conclusion of pending litigation matters in@ckance with our expectation that there will bermeterial
adverse effects; ar

The risk factors set forth in Part 1, Item 1A of @&unnual Report on Form 10-K for the year ended
December 31, 200!

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

For information about our market risks, pleaserrefeur annual report on Form 10-K to shareholdershe
period ended December 31, 2008.
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Iltem 4. Controls and Procedures

We carried out an evaluation under the superviaimhwith participation of management, including @teef
Executive Officer and Chief Financial Officer, bieteffectiveness of the design and operation ofimalosure
controls and procedures as of October 2, 2009 patgo Rule 13a-15(b) under the Securities Exch@gef
1934, as amended. Based upon that evaluation, anagement, including the Chief Executive Officed &hief
Financial Officer, concluded that our disclosuretcols and procedures were effective as of theuaian date.

There have been no changes in our internal cortkas financial reporting identified in connectiaith the
evaluation required by Rule 13a-15 under the Stesiicxchange Act of 1934, as amended, that oatalueng the
quarter ended October 2, 2009 that have mateaéffibcted, or are reasonably likely to materiallfieaf, our internal
control over financial reporting.
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PART Il OTHER INFORMATION

Item 1. Legal Proceedings

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

Beryllium Claims

As of October 2, 2009, our subsidiary, Brush Wetinac., was a defendant in seven proceedings iowsr
state and federal courts brought by plaintiffsgifig that they have contracted, or have been platddk of
contracting, chronic beryllium disease or otheglgonditions as a result of exposure to berylligtaintiffs in
beryllium cases seek recovery under negligencevaridus other legal theories and seek compensataihpunitive
damages, in many cases of an unspecified sum. &pofisome plaintiffs claim loss of consortium.

During the third quarter of 2009, the number ofyierm cases decreased from eight (involving 29niifs) as
of July 3, 2009 to seven cases (involving 26 pifig)tas of October 2, 2009. One case (involving ptaintiff) was
dismissed without prejudice, and two plaintiffs welismissed from one purported class action, afthdbe case
remains pending. Three cases (involving 16 pldB)tivere settled; however, dismissals in thosexagze not filec
until after the close of the quarter. No cases Miiegd during the quarter.

The seven pending beryllium cases as of Octob20@ fall into two categories: Five cases involving
individual plaintiffs, with 15 individuals (and orgpouse who has filed a claim as part of his spsusse and two
children who have filed claims as part of theirgrds’ case) and two purported class actions, inwgleight named
plaintiffs, as discussed more fully below. Suchmkg typically brought by employees of our custosnar
contractors, are generally covered by varying keélinsurance.

The first purported class action is Manuel Marinalev. Brush Wellman Inc., filed in Superior Cbof
California, Los Angeles County, case number BC289@5 July 15, 2003. The named plaintiffs are Maherin,
Lisa Marin, Garfield Perry and Susan Perry. Theddéants are Brush Wellman, Appanaitis Enterprises, and
Doe Defendants 1 through 100. A First Amended Camplvas filed on September 15, 2004, naming five
additional plaintiffs. The five additional nameajitiffs are Robert Thomas, Darnell White, Leondoffrion, Jame
Jones and John Kesselring. The plaintiffs allege ey have been sensitized to beryllium while leygd at the
Boeing Company. The plaintiffs’ wives claim lossaminsortium. The plaintiffs purport to represend telasses of
approximately 250 members each, one consistingookevs who worked at Boeing or its predecessorsaaad
beryllium sensitized and the other consisting efrtepouses. They have brought claims for negligesirict
liability — design defect, strict liability —failure to warn, fraudulent concealment, breachmgflied warranties, ar
unfair business practices. The plaintiffs seekrinfive relief, medical monitoring, medical and lialare provider
reimbursement, attorneys’ fees and costs, revacafidusiness license, and compensatory and pardtwvnages.
Messrs. Marin, Perry, Thomas, White, Joffrion, Joard Kesselring represent current and past emgdayeBoein
in California; and Ms. Marin and Ms. Perry are sggsl Defendant Appanaitis Enterprises, Inc. wasidiged on
May 5, 2005. Plaintiffs’ motion for class certiftt@an, which the Company opposed, was heard by diet on
February 8, 2008, and the motion was denied bygolet on May 7, 2008. Plaintiffs filed a noticeagfpeal on
May 20, 2008. Oral argument took place on JulyZZ®9. On August 24, 2009, the Court of Appealsadsal
decision affirming the denial of class certificatidMessrs. Thomas and White were dismissed astiffiaidue to
their deaths.

The second purported class action is Gary Anthorgnvall Tube Manufacturing Corporation d/b/a Sritalbe
Products Corporation, Inc., et al., filed in theu@f Common Pleas of Philadelphia County, Pervasyh, case
number 000525, on September 7, 2006. The caseaemas/ed to the U.S. District Court for the Easterstiixt of
Pennsylvania, case number 06-CV-4419, on Octob20@6. The only named plaintiff is Gary Anthony.eTh
defendants are Small Tube Manufacturing Corporatiima Small Tube Products Corporation, Inc.; Adini/etals
Inc.; Tube Methads, Inc.; and Cabot Corporatiore phaintiff purports to sue on behalf of a classwfrent and
former employees of the U.S. Gauge facility in &alille, Pennsylvania who have ever been expased t
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beryllium for a period of at least one month whilaployed at U.S. Gauge. The plaintiff has brougdibhts for
negligence. Plaintiff seeks the establishmentmieadical monitoring trust fund, cost of publicatiohapproved
guidelines and procedures for medical screeningnaowitoring of the class, attorneyses and expenses. Defenc
Tube Methods, Inc. filed a third-party complaintagst Brush Wellman Inc. in that action on Novemb&r 2006.
Tube Methods alleges that Brush supplied beryllzontaining products to U.S. Gauge, and that Tubthbtis
worked on those products, but that Brush is liabl€ube Methods for indemnification and contribati®rush
moved to dismiss the Tube Methods complaint on Béeeg 22, 2006. On January 12, 2007, Tube Methdets din
amended third-party complaint, which Brush movedismiss on January 26, 2007; however, the Couniedethe
motion on September 28, 2007. Brush filed its amdevéhe amended thirdarty complaint on October 19, 2007.
November 14, 2007, two of the defendants filediat jmotion for an order permitting discovery to regke
threshold determination of whether plaintiff is siéized to beryllium. On February 29, 2008, Brutédf a motion
for summary judgment based on plaintiff's lack o aubstantially increased risk of CBD. Oral arguatren this
motion took place on June 13, 2008. On Septemhe2(BIB, the court granted the motion for summadgiaent in
favor of all of the defendants and dismissed pifistclass action complaint. On October 29, 200Rjntiff filed a
notice of appeal. The Court of Appeals has graatetbtion to stay the appeal due to the bankruptone of the
appellees, Millennium Petrochemicals. On April 802, Small Tube Manufacturing filed a motion folie®in
bankruptcy court from the automatic stay, askirag the bankruptcy court modify the stay to allowalfiube
Manufacturing’s indemnification claim against Milleium Petrochemicals and the Anthony case to prbtteénal
judgment, including all appeals. On May 14, 2008, bankruptcy court approved a stipulation and romttedifying
the automatic stay to permit Millennium Petrocheaté@and Small Tube Manufacturing to participatéhim appeal.
On May 27, 2009, Small Tube Manufacturing filedusmopposed motion with the Court of Appeals tothif stay,
which the court granted on June 22, 2009. On Jo)\2209, the Company and the other appelleestfileid brief in
the Court of Appeals.

Other Claims

One of our subsidiaries, Williams Advanced Matearialc. (WAM), is a party to patent litigation ineth
U.S. involving Target Technology Company, LLC ofitre, California (Target). The litigation involveatents
directed to technology used in the production of%s, which are high storage capacity DVDs, an@otiptical
recording media. The patents at issue primarilyceam certain silver alloys used to make the sefiective layer ir
DVD-9s, a thin metal film that is applied to a DV@through a process known as sputtering. The ratgnmbused
in the sputtering process is called a target. Taaljeges that WAM manufactures and sells infriggsputtering
targets to DVD manufacturers.

In the first action, filed in April 2003 by WAM agest Target in the U.S. District Court, Westerntbt of
New York (caseno. 03-CV-0276A (SR)) (the New York Action), WAM thasked the Court for a judgment
declaring certain Target patents invalid and/omfoceable and awarding WAM damages. Target coadlatiered
alleging infringement of those patents and see&ipgigment for infringement, an injunction agaitsther
infringement and damages for past infringementlolehg certain proceedings in which WAM was denéd
injunction to prevent Target from suing and thraatg to sue WAM's customers, Target filed an amende
counterclaim and a third-party complaint namingaierof WAM's customers and other entities as partb the
case and adding related other patents to the N¥@cThe action temporarily was stayed pendingltg®m of the
ownership issue in the CA Action (defined belovs) discussed more fully below. On January 26, 2669Court in
the CA Action ordered that the case and remairsagés be transferred to the Court in the NY Actisa result,
the stay in the NY Action has been lifted, and@wairt in the NY Action has consolidated the CA Aatiwith the
NY Action. With the parties having resumed-trial proceedings, Target had moved the Courtitther amend its
counts for infringement to include only certainila of six of the patents claimed to be owned bsgét If grantec
Targets counts for infringement of other claims in thps¢ents and six other patents claimed to be owgélthigel
would be removed from the NY Action. WAM had oppd$be motion to the extent Target seeks dismisghbwt
prejudice of the counts for infringement of theastblaims and other patents. Following a Courtingaon Target's
motion to amend its pleadings and upon agreemeiiegbarties, Target further amended its countinfongement
to include a total of nine U.S. patents and witladng four other patents. In response to Target'smment of its
pleadings, WAM moved for (a) dismissal of Targetaints for lack of jurisdiction on the basis thatdet did not
own the patents, (b) terminating sanctions on #ssbof litigation misconduct by Target, and
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(c) a stay of discovery pending a decision by ther€on the first two WAM motions, all of which mohs are
pending. WAM continues to dispute Target's claimiswnership of all of the patents and denies batlidity and
infringement of the patent claims. Following a ®apber 11, 2009 oral argument on WAM'’s motions, the
Magistrate Judge reserved decision and pendinGdlet's action on the motions effectively stayedHar
discovery. A trial currently is expected to be hiel@010.

Target in September 2004 filed in the U.S. Dist@ourt, Central District of California (case
no. SAC04-1083 DOC (MLGXx)), a separate action fidingement of one of the same patents named ilNthe
Action (the CA Action), naming as defendants WAMIaertain of WAM’s customers who purchase certaliMV
sputtering targets. Target sought a judgment tfepatent is valid and infringed by the defendaamisermanent
injunction, a judgment on ownership of certain Engatents, damages adequate to compensate Tar¢jet f
infringement, treble damages and attorneys’ fedscasts. In April 2007, Sony DADC U.S., Inc. amartger Sony
companies (Sony) had intervened in the CA Acti@ineing ownership of that patent and others of tiemts that
Target is seeking to enforce in the NY Action. Sergfaim was based on its prior employment of theeptee and
Targets founder, Han H. Nee (Nee), and had included sadédrfor damages against both Target and Nee. WA
behalf of itself and its customers has a paid-cgnise from Sony under any rights that Sony hasadset patents.
Although trial of the CA Action had been scheduledMarch 2009, in December 2008, a confidentislement
agreement was reached between Target and Songllagsva partial settlement agreement between Targe
WAM releasing WAM and its customers from infringemhef the one named patent. As a result, the issaoes
subject to any settlement were (1) a remaining touwhich the Target parties had requested a judgrdeclaring
that Target is the owner of certain of the Targgepts and (2) WAM's request for sanctions agaiasget.
Pursuant to various stipulations filed by the gartthe Court on January 6, 2009 ordered a dishvigtbaprejudice
of all of the respective intervention claims andmi@rclaims between the Target parties and the Sompanies,
and a dismissal without prejudice of the countémtsaby WAM and its defendant customers, the exoedbeing th
remaining declaratory judgment count on patent aslrip. Following motions filed by the parties, f@eurt on
January 26, 2009 ordered that the case and rergagsnes be transferred to the Court in the NY dxcti

Iltem 6. Exhibits

4.1 Third Amendment to Second Amended and RestateddRieMetals Agreement dated October 2, 2009
between Brush Engineered Materials Inc. and Th&kB&MNova Scotia (filed as Exhibit 4.1 to the
Compan’s Form &K on October 8, 2009), incorporated herein by eiee.

10.1 Consignment Agreement dated October 2, 2009 betBagsh Engineered Materials Inc. and Canadian
Imperial Bank of Commerce (filed as Exhibit 10.1tlte Company’s Form 8-K on October 8, 2009),
incorporated herein by referen:

11  Statement regarding computation of per share egs

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

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

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

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

BRUSH ENGINEERED MATERIALS INC.

/sl John D. Grampa

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

Dated: November 5, 2009
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BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES
COMPUTATION OF PER SHARE EARNINGS

Third Quarter Ended Nine Months Ended
Oct 2, Sept. 26, Oct 2, Sept. 26,
2009 2008 2009 2008
Basic:
Average shares outstandi 20,215,000 20,374,000 20,178,00  20,387,00
Net Income (Loss $ 126,000 $ 9,909,000 $(8,804,00) $21,662,00
Per share amoul $ 0.01 $ 04¢ % (049 $ 1.0€
Diluted:
Average shares outstandi 20,215,000 20,374,000 20,178,00  20,387,00
Dilutive stock securities based on the treasurglsto
method using average market pr 206,00( 238,00( — 229,00(
Totals 20,421,000 20,612,000 20,178,00 20,616,00
Net Income (Loss $ 126,000 $ 9,909,000 $(8,804,00) $21,662,00
Per share amoul $ 0.01 $ 04t % (049 $ 1.0F
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Exhibit 31.1

CERTIFICATIONS

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

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

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

The registrant’s other certifying officer ahdre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13ez15(f) and 15-15(f)) for the registrant and ha

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

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

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

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

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

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

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

/sl Richard J. Hipple

Dated: November 5, 200 Richard J. Hipple
Chairman of the Board, President and Chief
Executive Officer
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Exhibit 31.

CERTIFICATIONS

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

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

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

The registrant’s other certifying officer ahdre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

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

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

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; an

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

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

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

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

/s/ John D. Grampa

Dated: November 5, 20( John D. Grampe
Senior Vice President Finance and
Chief Financial Officer




Exhibit 32

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, as adoptedipuirso Section 906 of the Sarbanes-Oxley Act @22 connection with the filing of the
Quarterly Report on Form 10-Q of Brush Engineereatdvials Inc. (the “Company”) for the quarter en@ober 2, 2009, as filed with the
Securities and Exchange Commission on the dateh@he “Report”),each of the undersigned officers of the Compantfiesy, that, to suc
officer's knowledge:

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

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

Dated: November 5, 2009

/s/ Richard J. Hipple

Richard J. Hipple

Chairman of the Board, President and Chief
Executive Officer

/s/ John D. Grampa

John D. Grampe

Senior Vice President Finance and
Chief Financial Officer




