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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 March 28, 2008 are as follows:

Consolidated Statements of Income —
First Quarter ended March 28, 2008 and March 307

Consolidated Balance Sheets —
March 28, 2008 and December 31, 2!

Consolidated Statements of Cash Flows —
First Quarter ended March 28, 2008 and March 307:
EX-10.1
EX-11
EX-31.1
EX-31.2
EX-32.1
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Consolidated Statements of Income

(Unaudited)
First Quarter Ended
(Dallars in thousands except share and Mar. 28, Mar. 30,
per share amounts) 2008 2007
Net sales $ 226,340 $ 250,31«
Cost of sale: 189,32¢ 180,93
Gross margir 37,01¢ 69,38
Selling, general and administrative expe 26,78¢ 28,67(
Research and development expe 1,497 1,32¢
Other-net 761 2,538
Operating profit 7,971 36,85¢
Interest expens— net 33€ 68<
Income before income tax 7,635 36,17:
Income taxe: 3,03¢ 13,05¢
Net income $ 459% $ 23,11«
Per share of common stock: ba $ 02: $ 1.1¢
Weighted average number of common shares outsig 20,389,000  20,153,00
Per share of common stock: dilu $ 02z $ 1.1z
Weighted average number of common shares outsig 20,583,000 20,613,00

See notes to consolidated financial statements.
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Consolidated Balance Sheets

(Unaudited)
Mar. 28, Dec. 31,
(Dallarsin thousands) 2008 2007
Assets
Current assetl
Cash and cash equivale $ 12,27( $ 31,73(
Accounts receivabl 113,93( 97,42:
Other receivable — 11,26
Inventories 175,82: 165,18t
Prepaid expenst¢ 20,13: 17,72
Deferred income taxe 6,17¢ 6,107
Total current asse 328,33 329,43t
Other asset 33,57« 11,80¢
Relate-party notes receivab 98 98
Long-term deferred income tax — 1,13¢
Property, plant and equipme 608,17: 583,96
Less allowances for depreciation, depletion andréiration 407,46: 397,78t
200,71: 186,17!
Goodwill 40,38( 21,89¢
Total Assets $603,10:  $550,55:
Liabilities and Shareholders Equity
Current liabilities
Shor-term deb $ 39,77 $ 24,90
Current portion of lon-term debt 60C 60C
Accounts payabl 30,22¢ 27,06¢
Other liabilities and accrued iter 43,63] 55,93¢
Unearned revent 78¢ 2,56¢
Income taxe: 1,567 2,10¢
Total current liabilities 116,59( 113,18:
Other lon¢-term liabilities 12,68: 11,62¢
Retirement and pc-employment benefit 59,33: 57,51:
Long-term income taxe 4,321 4,32i
Deferred income taxe 492 182
Long-term debi 50,00¢ 10,00¢
Shareholder equity 359,67 353,71
Total Liabilities and Shareholders’ Equity $603,10.  $550,55:

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

(Dallars in thousands)

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

Net cash used in operating activitie
Cash flows from investing activitie
Payments for purchase of property, plant and eceiip
Payments for mine developme
Payments for purchase of business net of cashvest
Proceeds from sale of acquired inventory to comaigmt
Proceeds from sale of busine
Proceeds from sale of property, plant and equipt
Other investment— net
Net cash used in investing activitie
Cash flows from financing activitie
Proceeds from issuance (repayment) of -term deb:
Proceeds from issuance of l-term debt
Repayment of lor-term debt
Issuance of common stock under stock option
Tax benefit from exercise of stock optic

Net cash provided from financing activities
Effects of exchange rate chang

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

Cash and cash equivalents at end of peric

See notes to consolidated financial statements.

First Quarter Ended

Mar. 28, Mar. 30,
2008 2007

$ 459 $23,11¢
7,032 6,15¢
1,92¢ —
a0 107

22z 34
1,257 93¢
(8,49) (9,259
11,26: —
(5,749 (17,970
(2,580 (1,047
40 —
(12,689 (14,007
(1,78)) 1,061
1,33¢ 10,27:
3,221 (1,896
(2,781 (2,189
(3,079 (4,666
(7,04 (4,84%)
(1) (1,979
(87,449 —
24,32 —
— 2,15(

— 51

66 2
(70,129 (4,616
14,30 (5,009
40,00( 15,00(
— (5,039

12 3,28¢

3 1,71
54,31¢ 9,95~
(577) (209)
(19,46() 464
31,73( 15,64«
$12,27C $16,10¢
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Notes to Consolidated Financial Statement
(Unaudited)

Note A —Accounting Policies

In managemens’ opinion, the accompanying consolidated finarstiaements contain all adjustments nece:
to present fairly the financial position as of Ma8, 2008 and December 31, 2007 and the resuttparftions for
the three month periods ended March 28, 2008 amdiv20, 2007. Sales and income before income tares
reduced in the first quarter 2008 by $2.6 milliorcorrect a billing error that occurred in 2007ttlvas not material
to the 2007 results. All other adjustments wera obrmal and recurring nature.

Note B—Inventories

(Dollarsin thousands)

Mar. 28, Dec. 31,
2008 2007

Principally average cos
Raw materials and suppli
Work in proces:
Finished good
Gross inventorie
Excess of average cost over LIFO inventory vi
Net inventories

$ 35,08. $ 30,33¢
160,26¢ 156,78
60,57 54,53(
255,92( 241,65
80,09: 76,46¢
$175,820 $165,18¢

Note C —Pensions and Other Post-retirement Benefits

Pension Benefits Other Benefits
First Quarter Ended First Quarter Ended
Mar. 28, Mar. 30, Mar. 28, Mar. 30,

(Dallars in thousands) 2008 2007 2008 2007
Components of net periodic benefit cos

Service cos $127¢ $1,152 $ 76 $ 75
Interest cos 1,97¢ 1,83¢ 532 47¢
Expected return on plan ass (2,180 (2,147 — —
Amortization of prior service co: (167) (163 9) 9)
Amortization of net los 294 438 — —
Net periodic benefit co: $1,19¢ $1,12C $ 59¢ $ 544

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 defenskmeands to
defend these suits vigorously. The Company hasdedca reserve for CBD litigation of $1.6 millios af
March 28, 2008 and $1.3 million as of December2BD7. This reserve covers existing claims only amasserted
claims could give rise to additional losses. Dedenssts are expensed as incurred. Final resolafitre asserted
claims may be for different amounts than currergerved. There were no settlement payments madedhe
first quarter 2008.

Under the terms of a settlement reached with acedbthe Company’s insurance carriers in the fogrtharter
2007, third party beryllium-related claims where #ileged exposure occurred prior to December @17 are
covered by insurance subject to a $1.0 million ahdeductible for a fifteen year period ending @22. All of the
cases outstanding as of March 31, 2008 are covgréiuis insurance. Both indemnity and defense castsovered.
Incurred costs were below the deductible in th&t fjuarter 2008.
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Williams Advanced Materials Inc. (WAM), one of tmpany’s wholly owned subsidiaries, and a small
number of WAM'’s customers are defendants in a patdrnngement legal case. WAM has provided an mdiy
agreement to certain of those customers under vilvieM will pay any damages awarded by the court. WASk
not made any payments for damages on behalf ofastpmer nor have they recorded a reserve fordasseer
these agreements as of March 28, 2008. WAM belig\ess strong defenses applicable to both WAMignd
customers and is contesting this action. While Wédés not believe that a loss is probable, shodil tlefenses
not prevail, the damages to be paid may potentiiynaterial 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. Tagerves are established based upon analyses teddycthe
Company'’s engineers and outside consultants analdfusted from time to time based upon ongoingistuand the
difference between actual and estimated costsr83erves may also be affected by rulings and retimis with
regulatory agencies. The undiscounted reserve talaas $5.1 million as of March 28, 2008 and $5ilan as of
December 31, 2007. Environmental projects tendettobg term and the final actual remediation costy differ
from the amounts currently recorded.

Note E — Comprehensive Income

The reconciliation between net income and comprsgilierincome for the three month periods ended Magsh
2008 and March 30, 2007 is as follows:

First Quarter Ended
Mar. 28, Mar. 30,

(Dollars in thousands) 2008 2007

Net income $4,59¢ $23,11¢
Cumulative translation adjustme 2,76: 294
Change in the fair value of derivative financiadtmuments (2,795 (2,590
Pension and other retirement plan liability adjuestis 124 261
Comprehensive incon $4,68t $21,07¢

Note F —Segment Reporting

Advanced
Material Specialty Beryllium Engineerec
Technologie: Engineerec and Beryllium Material All
(Dollars in thousands) and Service: Alloys Composites Systems Subtotal Other Total
First Quarter 200
Revenues from external custom $ 120,70¢ $ 71,297 $ 13,36« $ 17,68t $223,05: $ 3,29¢ $226,34°
Intersegment revenus 1,63(C 2,06¢ 12: 33t 4,157 7 4,16¢
Operating profit 5,32¢ 704 227 1,36 7,61¢ 352 7,971
Assets 257,20¢ 242,65: 40,03: 26,71¢ 566,61: 36,48¢ 603,10:
First Quarter 200
Revenues from external custom $ 14365 $ 70,36« $ 15,17¢ $ 16,74¢ $245,94( $ 4,36¢ $250,31:
Intersegment revenur 1,301 3,44¢ 307 79C 5,847 — 5,847
Operating profit (loss 31,97¢ 5,30z 2,13: 58C 39,99C (3,13f) 36,85¢
Assets 177,96° 236,48t 32,745 27,22: 474,42, 43,62t 518,04¢

Note G—Stock-based Compensation Expense

The Company granted approximately 50,000 sharesstrficted stock to certain employees in the Gsirter
2008 at a fair value of $27.78 per share. Thevidiue was determined using the closing price oGbmpany’s
stock on the grant date and will be amortized dlervesting period of three years. The shareshaiforfeited
should the holders’ employment terminate priot® Yesting period.
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The Company granted approximately 32,000 stockesgpgtion rights (SARS) to certain employees infitst
quarter 2008 at a strike price of $27.78 per shEhne.fair value of the SARs, which was determinedh® grant
date using a Black-Scholes model, was $14.05 mgesind will be amortized over the vesting peribthcee years.
The SARs expire ten years from the date of thetgran

The Company implemented a long-term incentive fdarthe 2008 to 2010 time period for executive adfis
and certain other employees in the first quart@82@wards under the plan are based upon the Coyfgan
performance during this time period and any paybtite end of the period may vary depending uperdégree to
which the actual performance exceeds the pre-datechthreshold, target and maximum performancddetnder
the 2008 to 2010 long-term incentive plan, awaatsied up to the target level will be settled inrebaf the
Company’s stock. The portion of any awards earnezkcess of the target up to the maximum payoutbheikettied
in cash based upon the share price of the Compatgck at the end of the performance period. Cosgitéon
expense is based upon the current performancectinjs for the three-year period, the percentageaiisite
service rendered and the market value of the Coypatock on the grant date. The offset to compéms@&xpense
is recorded within shareholders’ equity. The consia¢ion expense for the portion of any payout iresg®f target
is based upon the market price of the Companytksibthe end of the period with the offset recdrds a liability.

Total share-based compensation expense for theeaal/previously existing awards and plans was
$1.3 million in the first quarter 2008 and $0.91roit in the first quarter 2007.

Note H—Income Taxes

The tax expense of $3.0 million in the first qua608 was calculated by applying a rate of 39.8f#irest
income before income taxes while the tax expen$18f1 million in the first quarter 2007 was calteld by
applying a rate of 36.1% against income beforenmedaxes in that period. The differences betweerstatutory
and effective rates in both quarters was due tintipact of percentage depletion, foreign sourcerme and
deduction, the production deduction, executive camsption and other factors. The effective ratbénfirst quarter
2008 was also impacted by discrete events in thetey including a deferred tax asset adjustment.

Note | —Acquisition

On February 4, 2008, the Company acquired the tipgrassets of Techni-Met, Inc. of Windsor, Conrcardt
for $87.4 million in cash. Techni-Met produces segm precious metal coated flexible polymeric lmsed in a
variety of high-end applications, including diatsetkagnostic test strips. Techni-Met sources thirity of its
precious metal requirements from the Company’s Aded Material Technologies and Services segmeghriie
Met employs approximately 45 people at its twolfaes in the Windsor area.

The Company financed the acquisition with a comtimmeof cash on hand and borrowing under the
$240.0 million revolving credit agreement. The fase price included $9.0 million to be held in escpending
resolution of various matters as detailed in thelpase agreement. Immediately after the purchaseCdompany
sold Techni-Met's precious metal inventory to arafficial institution for its fair value of $24.3 ifiron and
consigned it back under the existing consignmeeisli

Techni-Met's results are included in the Compatfiyiancial statements since the acquisition dateaaad
reported as part of the Advanced Material Techriebbgnd Services segment. The purchase price ttlnda
preliminary in that the Company has not yet conguléts appraisal of the acquired tangible and itdle assets nc
have the acquired deferred taxes been valued. fBtienpnary goodwill assigned to the transactiorated
$18.5 million.
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Assuming that the Techni-Met acquisition occurradlanuary 1, 2007, the pro forma effect on selelated
items from the Company’s Consolidated Statemeimaime are as follows:

Pro Forma Results
First Quarter

Ended
Mar. 28 Mar. 30,
(Dollarsin thousands, except per share amounts) 2008 2007
Sales $230,15:  $258,56:-
Income before income tax 9,09¢ 36,93
Net Income 5,50(C 23,58
Diluted earnings per sha $ 027 $ 11¢

Note J—Fair Value of Financial Instruments

The Company adopted FASB Statement No. 157, “Falu& Measurements” as of January 1, 2008 and no
adjustments to the fair values of any assets biliti@s were recorded as a result of the adoptibiine statement.
The Company currently measures and records indt@ngpanying consolidated financial statements dorei
currency and interest rate derivative contracfaiawvalue. Statement No. 157 establishes a fdirevhierarchy for
those instruments measured at fair value thaingjstshes between assumptions based on marketadtestar{able
inputs) and the Company’s assumptions (unobsenmples). The hierarchy consists of three levels:

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

Level 3 — Unobservable inputs developed using egsand 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 accompanying
Consolidated Balance Sheet as of March 28, 2008:

Fair Value Measurements at Reporting

Date Using
Quoted Prices
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
(Dallarsin thousands) Mar. 28, Assets Inputs Inputs
Description 2008 (Level 1) (Level 2) (Level 3)
Financial Assets
Foreign currency contrac
Forward Contract $ 93 % — 9 93 % —
Total $ 93 % — 3 93 % —
Financial Liabilities
Foreign currency contrac
Forward Contract 2,792 — 2,792 —
Options 80C — 80C —
Interest rate exchange contra 587 — 587 —
Total $4,17¢ % — $ 4,17¢ $ —

The Company uses a market approach to value tle¢ésaamsd liabilities for outstanding derivative qawets in
the table above. These contracts are valued ugimgrieet approach which incorporates quoted manket¢pat the
balance sheet date.
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Note K—New Pronouncement

The Financial Accounting Standards Board issueteB8tant No. 159, “The Fair Value Option for Finarcia
Assets and Financial Liabilities — including an aeent of FASB Statement No. 115" in the first qea2007.
The statement allows entities to value financiatrimments and certain other items at fair value Statement
provides guidance over the election of the faiugabption, including the timing of the election aspkcific items
eligible for fair value accounting treatment. Chasign fair values would be recognized in earnifi¢fe statement is
effective for fiscal years beginning after Novembsr 2007. The Company adopted this statementteféec
January 1, 2008 but did not implement the optigmavisions of the statement.

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 @wducts are sold into numerous markets, inclyidin
telecommunications and computer, data storagespace and defense, automotive electronics, industri
components, appliance and medical.

Sales in the first quarter 2008 were $226.3 miltompared to $250.3 million in the first quarte020This
was the first time since the fourth quarter 20G# #ales have not grown over the comparable quartkee prior
year. The decline in sales was due to a signifitat-off in shipments of ruthenium-based products fedn
applications in the data storage market. While weawdiscouraged by the results of our media-relatesihess,
other portions of our business performed well agn Bales order entry rates strengthened duringubger across
various markets.

In the first quarter 2008, we acquired the opegatissets of Techni-Met, Inc. of Windsor, Connedtfou
$87.4 million. Techni-Met produces precision precianetal coated polymeric strips for the medical ather
markets. Techni-Met provided an immediate benefiur sales and profitability in the first quarB908. We
believe that in the long term Techni-Met provideshnology that we can couple with our existing hesses to
penetrate additional market opportunities.

Margins and profitability were lower in the firstgrter 2008 as compared to the first quarter 2Q@rtd the
lower sales volume, a weaker product mix, a chamgeicing practices over ruthenium products arfteofactors.

Our debt increased and cash declined as a redhié dfechni-Met acquisition, capital expenditured ather
working capital changes. Immediately after acqgirirechni-Met, we sold its precious metal inventimy
$24.3 million to a financial institution and conseyl the material back, which reduced our initidlineestment in
the operation. Our debt-to-debt-pleguity ratio increased as a result of the acqaisjtbut it was still a healthy 20
as of the end of the first quarter and we had Saarit available borrowing capacity remaining om existing credit
lines.

Results of Operations

First Quarter

(Millions, except per share data) 2008 2007 Change
Sales $226.2  $250.. $(24.0
Operating profit 8.C 36.¢ (28.9
Income before income tax 7.€ 36.2 (28.€)
Net income 4.€ 23.1 (18.5)
Diluted E.P.S. $02z $11z $(0.90

Salesof $226.3 million in the first quarter 2008 were2d@ower than sales of $250.3 million in the firstagter
2007. Prior to the sales decline in the first gera2008, sales had grown over the comparable quartiee prior
year for twenty consecutive quarters. The lowezsal the first quarter 2008 as compared to tisé dgwarter 200
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was largely due to softer shipments of rutheniuselbgoroducts for media applications within the dataage
market. Shipments of our products to this markéictvwere very strong in the first quarter 2007reweeak
throughout the first quarter 2008. Demand from mber of our other markets was solid in the firsider 2008 an
sales from portions of our businesses were hidter the year-ago period. The decline in sales flenower
ruthenium volumes was also partially offset byithpact of higher metal prices and the translatibece of the
weaker U.S. dollar.

We use ruthenium, gold, silver, platinum, palladiand copper in the manufacture of various produats.
sales are affected by the prices for these metalshanges in our purchase price are passed am twstomers in
the form of higher or lower selling prices. Averagéhenium prices were lower in the first quarted@ than in the
first quarter 2007 while the average prices of @mnd various precious metals were higher. Chaingbe prices
for these metals resulted in a net estimated $bdlion increase in sales in the first quarter 2@88compared to tt
first quarter 2007.

Total international sales were $76.6 million in flist quarter 2008 compared to $116.3 milliontie first
quarter 2007. This decline is mainly due to thedogales of ruthenium-based products into Asiaofean sales
increased 8%. International sales were 34% of $alte first quarter 2008 and 47% of sales infitst quarter
2007. The effect of translating foreign currencypaminated sales was a favorable $2.7 million infitts¢ quarter
2008 as compared to the first quarter 2007. Whilernational sales declined, domestic sales ineted2% over th
first quarter 2007.

In the first quarter 2008, we reduced sales andwats receivable by $2.6 million in order to cotrac error
from 2007. The error was discovered late in that fijuarter 2008 and resulted from inaccurate lg#lito one
customer during the second half of 2007. We deteeththat the error was not material in accordaritie Staff
Accounting Bulletin 99 and Accounting Principlesad Opinion No. 28 and therefore the 2007 finarsialement
were not adjusted. Correction of the error alsaiced the gross margin by $2.6 million in the figaarter 2008.

Gross marginwas $37.0 million, or 16% of sales, in the firsager 2008 versus $69.4 million, or 28% of sz
in the first quarter 2007. The lower margin was tlua combination of a change in our metal priginactices,
reduced volumes, a weaker mix and other factors.

The price of ruthenium escalated in the seconddfélb06 and was significantly higher than the giag cost
of the inventory as of December 31, 2006. Saldhisfexisting lower cost inventory at the currergrket prices and
other inventory transactions increased total gnoasgins by $16.9 million (or 7% of sales) in thesffiquarter 2007.
We subsequently changed our pricing practices atitle purchase price of ruthenium forms the Hasisur selling
price so this benefit did not occur in the firster 2008. The first quarter 2007 benefit accadifive over half the
margin decline between periods.

The lower volumes in the first quarter 2008 reduceatgins by an estimated $12.3 million as comp#weate
first quarter 2007. The change in product mix befvperiods was unfavorable as a result of a detlidefense-
related sales and sales of higher beryllium-cotgistrip alloys. Manufacturing overhead costs wkkd® million
higher in the first quarter 2008 than the firstig@a2007. Manufacturing performance improvemehtsesaain
plants in the first quarter 2008 offset a portidnhese factors.

Selling, general and administrative expenses (SG&#gre $26.8 million in the first quarter 2008 corrgzhto
$28.7 million in the first quarter 2007, a declofe$1.9 million. SG&A expenses were 12% of salethimfirst
quarter 2008 and 11% of sales in the first qu&®87. Lower incentive compensation expense initkeduarter
2008 was partially offset by increases in othangalescribed below.

Incentive compensation expense was $3.7 millioretow the first quarter 2008 than the first qua@®7 due
to the lower levels of profitability in the curreyear relative to the plan targets as well asigsict of the lower
share price of our stock on plan payouts.

Techni-Met incurred $0.5 million of SG&A expenséasce its acquisition. The currency effect of tratislg the
expenses incurred by our foreign operations waséevorable $0.5 million due to the weakening & thS. dollar
in the first quarter 2008. Manpower costs were @igh the first quarter 2008 than the first quaged7.

10
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Research and development expenses (Rawere $1.5 million in the first quarter 2008 and3btillion in the
first quarter 2007. R&D spending increased sligitilyhe current quarter as a result of increasedgss and produ
improvement efforts.

Other-net expenséor the first quarter 2008 and 2007 is summarizetbdows:

First Quarter

(Millions) Income (expense) 2008 2007
Exchange/translation gain (los $0.2 $0.3
Derivative ineffectivenes (0.2 —
Directors deferred compensatic 0.t (1.0
Metal financing fee: (0.8) (0.6
Loss on sale of busine — (0.2
Other items _(0.6) (049
Total $(0.8) $(2.5)

Exchange and translation gains and losses arectidarof the movement in the value of the U.S. alollersus
certain other currencies and in relation to thiketprices in currency hedge contracts.

Derivative ineffectiveness results from the charigdbe fair value of an interest rate swap thagsdoot qualify
for hedge accounting treatment. An expense of 80llbn was recorded in the first quarter 2008 assult of a
decrease in interest rates in that period. An irentexpense was recorded in the first quarte7200

The income or expense on the directors’ deferredpemsation plan is a function of the outstandireyesiin
the plan and the movement in the share price oftmak; income was recorded in the first quart€¥&@@ue to a
decline in the share price while an expense wasded in the first quarter 2007 as a result ofrendase in the
share price.

The metal financing fee was higher in the firsta2008 than in the first quarter 2007 due largelthe
higher value of the metal on hand in the first ¢gra2008 as compared to the first quarter 2007.

In the first quarter 2007, we sold substantiallyofthe operating assets and liabilities of CitsuiRrocessing
Technology, Inc. (CPT), a wholly owned subsididrgttmanufactures thick film circuits, for $2.2 nal. CPT,
which was acquired in 1996, was a small operatiith lvited growth opportunities. The loss on tladeswas
$0.2 million.

Net-other also includes the amortization of inthigyassets, bad debt expense, gains and losske disposal
of fixed assets, cash discounts and other non-tpgritéems.

Operating profitwas $8.0 million in the first quarter 2008, a deelof $28.9 million from the $36.9 million of
profit earned in the first quarter 2007. The lowssfit resulted from the margin impact of the lovsates volume,
the change in ruthenium pricing practices and dihetors offset in part by the benefit of lower S&&nd
other-net expenses.

Interest expense — natf $0.3 million in the first quarter 2008 was $@8lion lower than interest expense in
the first quarter 2007 as the average borrowingwnats lower in the current year. Outstanding delxtls were
below the first quarter 2007 average at the begimof the quarter but then increased during thetqudue to the
Techni-Met acquisition and other factors. Inteiesbme on cash balances was slightly higher irfiteequarter
2008 than the first quarter 2007. Interest expé&npeojected to increase in the second quarter 2988 the first
quarter 2008 level.

Income before income taxesas $7.6 million in the first quarter 2008 and £3@iillion in the first quarter
2007, a decline of $28.6 million.

Tax expensavas calculated using an effective rate of 39.8%odme before income taxes in the first quarter
2008 and 36.1% of income before income taxes ititsiequarter 2007.
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The effects of percentage depletion, foreign soumceme, executive compensation, the productiorudiah
and other factors were the major factors for tlifedince between the effective and statutory ratéoth the first
quarter 2008 and 2007. The tax rate was highdraritst quarter 2008 than the first quarter 208itially due to th
impact of discrete events recorded in the perieg. [Sote H to the Consolidated Financial Statem&iésanticipate
that the effective tax rate for the year will bevér than it was in the first quarter.

Net incomewas $4.6 million in the first quarter 2008 compare&23.1 million in the first quarter 2007.
Diluted earnings per share were $0.22 in the fustrter 2008 and $1.12 in the first quarter 2007.
Segment Results

We have four reporting segments. The results fimecorporate office and Zentrix Technologies Ime. a
included in the All Other column of our segmentaeimg. See Note F to the Consolidated Financiateshents. Tt
operating results for All Other improved $3.5 nafliin the first quarter 2008 over the first qua&@07 due to lowe
incentive compensation expense, the operatingaieddoss on the sale of the CPT business in 28@difference
in the directors’ deferred compensation expenseodmet factors.

Advanced Material Technologies and Services

First Quarter

(Millions) 2008 2007 Change
Sales $120.7 $143.7 $(23.0
Operating profi $ 53 $32.C $(26.9)

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 and precision preciousahetated films.
Major markets for these products include data gmrenedical and the wireless, semiconductor, photomd hybrid
sectors of the microelectronics market. AdvancedeMal Technologies and Services also has metahalg
operations and an in-house refinery that allowdHerreclaim of precious metals from its own ortoasers’ scrap.
Due to the high cost of precious metal productsem@hasize quality, delivery performance and custagarvice ir
order to attract and maintain applications. Thgnsent has domestic facilities in New York, CalifariVisconsin
and Connecticut and international facilities in@and Europe.

Sales from Advanced Material Technologies and 8esavere $120.7 million in the first quarter 2088,
decline of $23.0 million, or 16%, from the firstayter 2007. Sales in the first quarter 2008 for imegplications in
the data storage market, primarily ruthenium targetnufactured at the Brewster, New York faciligclined
approximately $57.0 million from the year-ago pdridMedia application demand was very strong irfitls¢ quarter
2007 as customers were ramping up on rutheniumdhga®elucts for the conversion to the new perpenalicu
magnetic recording technology during that periddp&ents to this market were weak throughout trst §uarter
2008. Re-qualification work on ruthenium targeteaé specification change at a major customenerfaurth
quarter 2007 continued during the first quarter@ur marketing and engineering staffs are alsking on
developing and qualifying new products and applices, including oxide and soft underlayer coatifaysdisk
drives, with existing and new customers within tiigrket and we are anticipating media market sal@xrease
over the balance of 2008 from the first quarter@@vel.

Higher metal prices, growth in sales to other mirked the Techni-Met acquisition helped to oftsebrtion
of the decline in sales to the media market infitisé quarter 2008.

Advanced Material Technologies and Services adjtstelling prices daily to reflect the currenstof the
precious and certain other metals that are sold.cbist of the metal is generally a p#s®ugh to the customer an
margin is generated on the fabrication effortssipective of the type or cost of the metal usedgivan application.
Therefore, the cost and mix of metals sold wileaffsales but not necessarily the margins genebgtétbse sales.
The prices of gold, silver, platinum and palladiwere higher on average in the first quarter 20@8 tih the first
quarter 2007 while the price of ruthenium was lawére combination of these price differences inseeasales by
$18.2 million in the first quarter 2008 over thisfiquarter 2007.
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Sales of vapor deposition targets manufacturedeaBtiffalo, New York facility for photonics and wless
applications increased in the first quarter 2008rdkie first quarter 2007 due to both volumes dgtdr metal
prices. Sales of materials for LED application cmmtd to improve. Sales of inorganic materials fIGERAC grew
slightly in the first quarter 2008. Sales from THitm Technology, Inc., which produces lids for ele$e and
medical applications, also increased in the fitgtreer 2008 and the new sales order entry ratthése products wi
very strong.

The acquisition of Techni-Met during the quartesypded a small increase in sales as Techni-Metcgollits
precious metals through the Buffalo facility so tfet increase in sales is limited to the value ddneTechni-Met
over the sales value from Buffalo. The operati@oaontributed to the segment’s profitability i tirst quarter
2008.

Sales through the recently created facilities imn@tand the Czech Republic were minor in the fjsdrter 200
but remain growth opportunities for Advanced Matkfiechnologies and Services’ product offerings.

The gross margin on Advanced Material Technologias Services’ sales was $16.2 million in the fipsarter
2008 compared to $42.0 million in the first qua@607. The gross margin was 13% of sales in tkedmarter 200
and 29% of sales in the first quarter 2007.

The main cause for the lower margin in the firsaiger 2008 was the aforementioned $16.9 milliorefiefrom
selling the lower cost ruthenium in the first qear2007. The lower volume reduced margins by ameastd
$8.7 million. The $2.6 million error correction razed margins in the segment in the first quart@®82The benefits
from a slightly favorable change in product mix @dhd margin generated by Techni-Met were partiaffget by an
increase in manufacturing overhead costs, whichpastally a result of our recent expansion and:stinent
efforts.

Total SG&A, R&D and other-net expenses were $10IBam (9% of sales) in the first quarter 2008 and
$10.0 million (7% of sales) in the first quartei0Z0 Expenses incurred by Techni-Met since its agtjom, higher
metal consignment fees, the unfavorable translaftectt on foreign subsidiaries’ expenses and iffees in
corporate charges were the main causes for thehegpense in the first quarter 2008.

Operating profit from Advanced Material Technolagand Services was $5.3 million in the first qua2@08
compared to $32.0 million in the first quarter 20@perating profit was 4% of sales in the first q@@2008 and
22% of sales in the first quarter 2007. The dedlingegment profitability was due to the signifitéadl-off in the
ruthenium business offset in part by improvememtsther portions of the business and the acquisdfor echni-
Met.

Specialty Engineered Alloys

First Quarter

(Millions) 2008 2007 Change
Sales $71.2 $70.2 $0.8
Operating profit $07 $53 $4.6

Specialty Engineered Alloysyanufactures 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 alloys pdeva combination of high strength, high condutfivinigh
reliability and formability for use as connectarentacts, switches, relays and shielding. Majorkeisrfor strip
products include telecommunications and computégraotive electronics and appliances;

Bulk productsare copper and nickel-based alloys manufacturetbiie, rod, bar, tube and other customized
forms that, depending upon the application, mayigesuperior strength, corrosion or wear resiganchermal
conductivity. The majority of bulk products contddaryllium. Applications for bulk products inclugdastic mold
tooling, bearings, bushings, welding rods, oil gad drilling components and telecommunications imgus
equipment; and,
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Beryllium hydroxideis produced by Brush Resources Inc., a wholly owsdasidiary, at its milling operations
in Utah from its bertrandite mine and purchaseglbene. The hydroxide is used primarily as a rawerial input
for strip and bulk products as well as by the Barmi and Beryllium Composites segment. There werexternal
sales of hydroxide from the Utah operations inegithe first quarter 2008 or 2007.

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

Sales by Specialty Engineered Alloys of $71.3 wiillin the first quarter 2008 improved $0.9 milliover sales
of $70.4 million in the first quarter 2007. The iease in sales was due to the pass-through oighertbase metal
prices and the translation effect on the foreigosgliaries’ sales as sales volumes were slightiyetan the first
guarter 2008 than in the first quarter 2007.

Strip volumes shipped in the first quarter 2008engown 13% from the year-ago period. The reductias
across both the higher and lower beryllium-contegralloy product lines. Demand for materials fondiset
applications softened compared to the year-agogewhile the demand from the appliance market swdig, as
was the automotive electronics market demand,quéatily in Europe.

Bulk product volume shipped increased 10% in that uarter 2008 over the first quarter 2007 dustriong
demand from oil and gas, heavy equipment, undeetdeecommunications and aerospace applications.

The sales order entry rate for Specialty Enginedimys improved during the first quarter 2008 ahd book-
to-bill ratio was positive.

The gross margin on Specialty Engineered AlloyEsavas $13.6 million in the first quarter 200&8lexline of
$5.2 million from the first quarter 2007. The graosargin was 19% of sales in the first quarter 2808 27% of
sales in the first quarter 2007.

In addition to the impact of the lower sales volgnthe gross margin declined due to a weaker ptadixcand
other factors. The change in product mix was uralvie as a portion of the increase in bulk prodgh@ments was
due to lower margin generating products while safesrious higher margin strip products declin€de cost of
various supplies and commodity items used by Spgdiagineered Alloys also increased in 2008. Yschdve
improved in the first quarter 2008 over the firaager 2007, but longer manufacturing lead timeksratated issues
hampered margins in the quarter.

Total SG&A, R&D and other-net expenses were $121Bam (18% of sales) in the first quarter 2008 quamed
to $13.5 million (19% of sales) in the first quar#®07 as lower incentive compensation accrualscangorate
charges more than offset the unfavorable translatigpact on the foreign operations’ expenses.

The operating profit generated by Specialty Engie@d\lloys totaled $0.7 million (1% of sales) iretfirst
quarter 2008 and $5.3 million (8% of sales) infirg quarter 2007.

Beryllium and Beryllium Composites

First Quarter

(Millions) 2008 2007 Change
Sales $13.4 $15.2  $(1.§)
Operating profi $02 $21 $19

Beryllium and Beryllium Compositemanufactures berylliunhased metals and metal matrix composites in
tube, sheet, foil and a variety of customized foanthe Elmore, Ohio and Fremont, California faieii. These
materials are used in applications that requiré kigffness and/or low density and they tend t@isamium priced
due to their unique combination of properties. agment also manufactures beryllia ceramics thrauy wholly
owned subsidiary, Brush Ceramic Products in TucAozpna. Defense and government-related applinatio
including aerospace, is the largest market for Barg and Beryllium Composites, while other marksésved
include medical, telecommunications and computectmnics (including acoustics), optical scanramgl
automotive electronics.
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Sales by Beryllium and Beryllium Composites totabd®.4 million in the first quarter 2008 versus
$15.2 million in the first quarter 2007. This 12%ctine in sales was across the majority of the'sipitoduct lines.
Defense sales softened in the first quarter 208Rigtly due to specific program delays. We anttépthat defense-
related sales will improve over the balance of 2@xes for x-ray window applications also declingattially due
to customers’ inventory positions, while sales efylia ceramics softened as well. Sales in thet fjuarter 2007
included $0.6 million for the since completed JRIClear fusion reactor project.

The gross margin on Beryllium and Beryllium Compesi sales was $3.3 million, or 24% of sales, mfitst
quarter 2008 versus $5.0 million, or 33% of saleshe first quarter 2007. The majority of the diffnce in margins
between periods was due to the lower sales voldméncrease in manufacturing overhead costs alstriboited to
the lower margin in the first quarter 2008 as coragdo the first quarter 2007.

SG&A, R&D and other-net expenses for Beryllium @wtyllium Composites were $3.0 million, or 23% of
sales, in the first quarter 2008 and $2.9 million19% of sales, in the first quarter 2007. Sellxgenses, including
manpower and product samples, were slightly highére first quarter 2008 than the comparable jgeirio2007.

Operating profit for Beryllium and Beryllium Comptes was $0.2 million in the first quarter 2008 and
$2.1 million in the first quarter 2007. Operatingfit was 2% of sales in the first quarter 2008 aa&b of sales in
the first quarter 2007.

Engineered Material Systems

First Quarter

(Millions) 2008 2007 Change
Sales $17.7 $16.7 $ 1.C
Operating profit $14 $0€ $ 0.8

Engineered Material Systemgcludes clad inlay and overlay metals, precious lamse metal electroplated
systems, electron beam welded systems, contoutgutalystems and solder-coated metal systems. Hpesgalty
strip metal products provide a variety of therne#éctrical 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, redutiagrtaterial cost to the customer as well as progidiesign
flexibility. Major applications for these produdtglude connectors, contacts and semiconductores larigest
markets for Engineered Material Systems are autemetectronics, telecommunications and computectednics
and data storage, while the energy and defensenadital electronic markets offer further growth ogpnities.
Engineered Material Systems are manufactured atioaoln, Rhode Island facility.

Sales from Engineered Material Systems totaled@difllion in the first quarter 2008, an increaseét over
sales of $16.7 million in the first quarter 200hiSincrease was largely due to higher sales oérizds for disk
drive arm applications. Sales for disk drive armplaations were softer than the fourth quarter 266Wever,
partially due to seasonality, and we anticipaté sates of these materials will improve in subseqperiods in
2008. Automotive sales were solid during the fipsarter.

The new sales order entry rate exceeded shipmaritggdhe first quarter 2008 for this segment.

The gross margin on Engineered Material Systenigssaas $3.4 million, or 19% of sales, in the faqaarter
2008 and $2.6 million, or 15% of sales, in thetfggarter 2007. The majority of the higher margirihe first quarte
2008 resulted from manufacturing improvements. & &id efficiency gains have been achieved throngh t
implementation of a new high technology machiniegter in the Lincoln facility. Performance gainvéalso bee
achieved in the manufacture of plated products.figkeer sales volume contributed to the margin oupment as
well. Overhead manufacturing costs were unchanged the year ago period.

Total SG&A, R&D and other-net expenses were $2ianiin both the first quarter 2008 and the figsiarter
2007 as an increase in selling costs and othesiteas offset by a decline in incentive compensadiwh corporate
charges.

Operating profit from Engineered Material Systenasw1.4 million in the first quarter 2008, an $iflion
improvement over the operating profit of $0.6 roifliin the first quarter 2007.
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Legal

One of our subsidiaries, Brush Wellman Inc., iefeddant in proceedings in various state and féderats
brought by plaintiffs alleging that they have caeted chronic beryllium disease or other claima eesult of
exposure to beryllium. Plaintiffs in beryllium casseek recovery under negligence and various tgbal theories
and seek compensatory and punitive damages, in nas®s of an unspecified sum. Spouses, if anyndtas of
consortium.

The following table summarizes the associated égtivith beryllium cases.

Quarter Ended Year Ended

Mar. 28, 2008 Dec. 31, 200
Total cases pendir 9 9
Total plaintiffs 31 31
Number of claims (plaintiffs) filed during period@ed 0(0) 0(0)
Number of claims (plaintiffs) settled during perieddec 0(0) 1(1)
Aggregate cost of settlements during period endetafs in thousand: $ 0] $ 10C
Number of claims (plaintiffs) otherwise dismiss 0(0) 3(22)

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 treeses
and intends to contest the suits vigorously. Emgédogases, in which plaintiffs have a high burdeprobf, have
historically involved relatively small losses to O$ird-party plaintiffs (typically employees of stomers or
contractors) face a lower burden of proof than mpleyees or former employees, but these casesarraly
covered by varying levels of insurance.

Although it is not possible to predict the outcoofi¢he litigation pending against our subsidiaaesl us, we
provide for costs related to these matters whassik probable and the amount is reasonably astmiatigation
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
adverse media coverage could encourage the commentef additional similar litigation. We are unalbb
estimate our potential exposure to unasserted slaim

Based upon currently known facts and assuming caiéity of insurance, we do not believe that resion of
the current and future beryllium proceedings will/a a
material adverse effect on our financial conditiwrcash flow. However, our results of operationgldde
materially affected by unfavorable results in onenore of these cases. As of March 28, 2008, twpgted class
actions were pending.

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

March 28, December 31

(Millions) 2008 2007
Asset (liability)

Reserve for litigatiol $ (16 $ (1.3
Insurance recoverab 1.3 1.0

Regulatory Matters. Standards for exposure to beryllium are under vetig 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. More stringent standards fffiegt duying
decisions by the users of beryllium-containing prctd. If the standards are made more stringenbandustomers
decide to reduce their use of beryllium-containingducts, our operating results, liquidity and tapiesources
would likely be materially adversely affected. Tihgact of this potential adverse effect would daben the
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nature and extent of the changes to the standhelspst and ability to meet the new standardsextitent of the
reduction in customer use and other factors. Thgnihade of this potential adverse effect cannot¢&témated.

Financial Position

Net cash used in operating activitiegas $3.1 million in the first quarter 2008 as chestn working capital
items, including increases to accounts receivamtkeimventory and payment of the 2007 incentive cengation to
employees, more than offset net income and thefibeé&depreciation and amortization. Cash balarsteod at
$12.3 million at the end of the first quarter 2088lecline of $19.5 million from yeand 2007, as cash on hand |
additional borrowings were used to acquire Techei-&hd to finance capital expenditures.

Accounts receivablstood at $113.9 million at the end of the first ein2008, an increase of $16.5 million, or
17%, during the quarter due primarily to an incesimisthe average collection period as sales weaverlin the first
quarter 2008 than the fourth quarter 2007. The iatgun of Techni-Met added approximately $2.0 mifl to the
receivable balance. Accounts written off to badt@pense and adjustments to the bad debt allowsem
immaterial in the first quarter 2008.

Other receivablesotaling $11.3 million as of December 31, 2007, ethiepresented amounts due from our
insurance carriers under the litigation settlenagmeement signed in the fourth quarter 2007, welleated in full
during the first quarter 2008.

Inventoriesincreased by $10.6 million, or 6%, during the fosiarter 2008. The inventory turnover ratio, a
measure of how quickly inventory is sold on averatpelined slightly from the end of last year. Apgmately
$2.1 million of the increase was due to the TedWiat-acquisition. Inventories at Brush Resourcessased
$2.9 million in the quarter due to the opening oiesv pit and increased bertrandite ore mining égtiGpecialty
Engineered Alloys’ inventory pounds were up 5%hiea tuarter in part due to longer production leags.

We use the last in, first out (LIFO) method forwiag a large portion of our domestic inventorieg.48 doing,
the most recent cost of various raw materialspigiclg gold, copper and nickel, is charged to césates in the
current period. The older, and typically lower, tsogre used to value the inventory on hand. Thezetmurrent
changes in the cost of raw materials subject td tR® valuation method have only a minimal impaetahanges in
the inventory carrying value.

Prepaid expensewtaled $20.1 million as of the end of the firsager 2008, an increase of $2.4 million from
yearend 2007. The change in the balance was due tintiveg of payments for manufacturing supplies,
miscellaneous taxes and other items.

Other asset®f $33.6 million at the end of the first quartel080were $21.8 million higher than at the end of
2007. The increase is primarily from the estimateldie of the intangible assets acquired with Tedhei. The
intangible asset values are subject to change perdiinal appraisal.

Capital expendituregor property, plant and equipment and mine develamnotaled $7.1 million in the first
quarter 2008, which was slightly above the spendatg in the first quarter 2007 but below the totgbreciation ar
amortization level for the current quarter.

Spending in the first quarter 2008 included $1.8iomi for the design and development of the newlitsgdor
the production of primary beryllium under a Titledontract with the U.S. Department of Defenseinteirsements
from the DOD for these expenditures are recordashasrned income and included in other long-teafilities on
the Consolidated Balance Sheets. We anticipatectregtruction of the facility will begin in the thiquarter 2008
and that the total cost of the facility will be een $70.0 and $90.0 million.

Advanced Material Technologies and Services expageroximately $1.7 million for the constructioitloe
China facility, expansion of various domestic fitieis and other projects. Specialty Engineeredysland
Engineered Material Systems have various projeueway to upgrade and/or replace existing disqietees of
equipment.

We acquired the operating assets of Techni-Met,forc$87.4 million in February 2008. The acquditivas
financed with a combination of cash and borrowingder the revolving credit agreement. Immediatalysequent
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to the acquisition, we sold the precious metal @onof Techni-Met's inventory for its fair value $24.3 million to
a financial institution and consigned it back unebisting consignment lines. Preliminary goodwismned to the
transaction, which is subject to final valuatiorasa$18.5 million.

Other liabilities and accrued itemef $43.6 million at the end of the first quartel080vere $12.3 million low
than the balance of $55.9 million at the end of 2@®ayment of the 2007 incentive compensationérfitist quarter
2008 was the primary cause of the reduction. Areiase in the fair value of outstanding derivatigatracts of
$2.7 million offset a portion of the decline in thecrued incentive compensation. Accruals for oitieens, including
changes in the timing of the payment of payrolldgbns, fringe benefits and taxes other than inetemes,
contributed to the movement in the balance outstand

Unearned revenuewhich is a liability representing products invoidedcustomers but not shipped, was
$0.8 million as of March 28, 2008 compared to $8ilion as of December 31, 2007. Revenue and thedated
margin will be recognized for these transactiongmvthe goods ship, title passes and all other te/ezcognition
criteria are met. Invoicing in advance of the shimy which is only done is certain circumstancewa us to
collect cash sooner than we would otherwise.

Other long-term liabilitieswere $12.7 million as of the end of the first qga2008 compared to $11.6 million
as of the prior year end. This increase was prigndtie to additional payments received from theagoment under
a contract for the design of a new production figcihat were classified as lortggm unearned income. This liabil
will be relieved to income over the life of the ilég once it is built and placed into service. ®tHong-term
liabilities, including the reserve for CBD litigati and the long-term portion of the incentive aatsuchanged by
minor amounts during the quarter.

The retirement and post-employment obligatibalance was $59.3 million at the end of the firsirger 2008,
an increase of $1.8 million from the balance atddelser 31, 2007. This balance represents the bahbitider our
domestic defined benefit pension plan, the retinedical plan and other retirement plans and pogti@yment
obligations. The main cause for the increase irithdlity was the expense for the defined bengiiin as the
expense for the other retirement plans was largébet by the payments made during the first qua&o®8.

Debttotaled $90.4 million as of March 28, 2008, an éase of $54.9 million over the balance as of
December 31, 2007. This increase was primarilytdube Techni-Met acquisition and to a lesser exdsra result
of funding the changes in working capital and amkpenditures. Shotérm debt, which included foreign currer
denominated loans, a gold-denominated loan anchighgrdollar-based borrowings, totaled $39.8 millas of the
end of the first quarter 2008. The current portdtong-term debt was $0.6 million, while long-tedabt was
$50.0 million, an increase of $40.0 million duriting first quarter 2008. We were in compliance wailifof our debt
covenants as of the end of the first quarter 2008.

Shareholders’ equityotaled $359.7 million at the end of the first g@a2008, an increase of $6.0 million over
the $353.7 million balance at the beginning ofdharter. The increase was primarily due to comprsive income
of $4.7 million (see Note E to the Consolidateddricial Statements). Equity was also affected bgksto
compensation expense, the exercise of stock optieasax benefits from the exercise of options ather factors.

The balance outstanding under the off-balance gireetous metal consigned inventory arrangemetédeit
$123.2 million at the end of the first quarter 2088 increase of $52.0 million during the quartetree quantities on
hand as well as the average metal prices incredbedncrease was also due to the acquisition ohilieMet in the
first quarter 2008 and the addition of their meggjuirements under the consignment lines.

There have been no substantive changes in the synofneontractual obligations under long-term debt
agreements, operating leases and material purchasmitments as of March 28, 2008 from the yead-2007 tota
as disclosed on page 39 of our annual report omHA®-K for the period ended December 31, 2007.

Net cash used in operating activities was $4.7ionilin the first quarter 2007 as changes in worldapital
items, including increases to accounts receivamtkeitmventory and a defined benefit pension plartrimution, more
than offset net income and the benefits of deptieciand amortization. Receivables grew $9.2 niliiue to the
higher sales volume in the quarter offset in pgrthe benefits from a faster days sales outstandimgntories
increased $16.7 million, or 11%, in the first gear2007, although the inventory turnover periodriowed. The
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majority of the inventory increase was in ruthenibased products. Capital expenditures were $4 omilvhile
mine development expenditures totaled $2.0 miliothe first quarter 2007. Outstanding debt tot#8d.0 million
at the end of the first quarter 2007, an incred$5® million during that period primarily as atdt of funding the
increase in working capital items. We received $8ilion for the exercise of stock options durimg ffirst quarter
2007. The cash balance stood at $16.1 millioneetid of the first quarter 2007, an increase @ #tlllion over the
prior year end.

We believe funds from operations and the availableowing capacity are adequate to support op&yatin
requirements, capital expenditures, projected penglian contributions, strategic acquisitions and@nmental
remediation projects. Although debt increased anfitst quarter 2008, primarily as a result of Trezhni-Met
acquisition, we had approximately $171.1 milliorawhilable borrowing capacity under the existimgé of credit ¢
of March 28, 2008.

Critical Accounting Policies

For information regarding critical accounting p@&, please refer to pages 41 to 44 of our anmyalrt on
Form 10-K for the period ended December 31, 2007.

Market Risk Disclosures

For information regarding market risks, pleasertdgages 44 to 46 of our annual report on ForrK X6r the
period ended December 31, 2007.

Outlook

We continued our product qualification and otheredlepment work on various media market applicatiang
we anticipate that this business will improve dgrD08. Sales order entry rates for various otbetigns of our
business were quite strong and exceeded shipnretits first quarter 2008. We anticipate that stdeslefense-
related applications will strengthen over the be¢aaf the year. The Techni-Met acquisition providesadditional
growth opportunity for this year as well as newhtemlogies that can, in the long-term, be used mjwwtion with
our existing businesses to develop new applications

We have made progress in improving manufacturiedgiand performance and we will continue theserisff
in order to improve our margins. Earnings in thistfquarter 2008 were adversely affected by thetione
correction of the $2.6 million error as well asigher tax rate.

As of early second quarter 2008 and including fisarter earnings of $0.22 per diluted share, wepavjecting
earnings per diluted share for the entire year 2008 in a range of $1.67 to $2.17.

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
herein:

* The global and domestic economi

» The condition of the markets which we serve, whetledined geographically or by segment, with thgama
market segments being telecommunications and ca@npldta storage, aerospace and defense, automotive
electronics, industrial components, appliance ardioal;

« Changes in product mix and the financial conditibcustomers
« Actual sales, operating rates and margins for da 2008

« Our success in developing and introducing new prtsdand new product ramp up rates, especiallyan th
media market
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« Our success in passing through the costs of rawmat to customers or otherwise mitigating flutitug
prices for those materials, including the impactiuwétuating inventory value:

< Our success in integrating newly acquired busirsgsseluding the recent acquisition of the asséiBeghni-
Met, Inc.;

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

« The availability of adequate lines of credit ane #ssociated interest rat

 Other financial factors, including cost and availgbof raw materials (both base and precious hgtax
rates, interest rates, metal financing fees, exgphaates, pension and other employee benefit carstsgy
costs, regulatory compliance costs, the cost aadadility of insurance, and the impact of the Camy's
stock price on the cost of incentive and defer@dpensation plan:

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

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

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

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

For information about our market risks, pleaserradeur annual report on Form 10-K for the peréodied
December 31, 2007.

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 March 28, 2008 patgoeRule 13a-15(bjnder the Securities Exchange Act of 1¢
as amended. Based upon that evaluation, our mamageimcluding the Chief Executive Officer and GHiéancia
Officer, concluded that our disclosure controls pratedures were effective as of the evaluatioa.dat

There have been no changes in our internal corak@s financial reporting identified in connectiaith the
evaluation required by Rule 13a-15 under the Sgesiicxchange Act of 1934, as amended, that oatalueng the
guarter ended March 28, 2008 that have materiffibcied, or are reasonably likely to materiallyeaff 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 March 28, 2008, our subsidiary, Brush Wellnan, was a defendant in nine proceedings in uarigiate
and federal courts brought by plaintiffs allegihgttthey have contracted, or have been placedlaoficontracting,
chronic beryllium disease or other lung conditiassa result of exposure to beryllium. Plaintiffderyllium cases
seek recovery under negligence and various otlgal theories and seek compensatory and punitiveagas; in
many cases of an unspecified sum. Spouses of skaimiffs claim loss of consortium.

During the first quarter of 2008, the number ofyiarm cases remained unchanged at 9 cases (im@mBiL
plaintiffs) as of December 31, 2007 and as of M&8h2008. No cases were filed, settled or disndiskging the
quarter. During the first quarter of 2008, the ¢ouled against the claims of five plaintiffs redemg class treatment
in one case described below.

The nine pending beryllium cases as of March 2882all into two categories: Seven cases involhigd-
party individual plaintiffs, with 15 individuals @& four spouses who have filed claims as part@if $pouse’s case
and two children who have filed claims as parth&it parent’s case); and two purported class agtiowolving ten
named plaintiffs, as discussed more fully belovai®@k brought by third-party plaintiffs (typicallyrployees of our
customers or contractors) are generally coveredabying levels of insurance.

The first purported class action is Manuel Maringlev. Brush Wellman Inc., filed in Superior Coof
California, Los Angeles County, case number BC289@5 July 15, 2003. The named plaintiffs are Maherin,
Lisa Marin, Garfield Perry and Susan Perry. Theddéants are Brush Wellman, Appanaitis Enterprises, and
Doe Defendants 1 through 100. A First Amended Caimplvas filed on September 15, 2004, naming five
additional plaintiffs. The five additional namedhjitiffs are Robert Thomas, Darnell White, Leonawéfrion, 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 seekrnfive relief, medical monitoring, medical and liealare provider
reimbursement, attorneys’ fees and costs, revatafidusiness license, and compensatory and pardtvnages.
Messrs. Marin, Perry, Thomas, White, Joffrion, Joand Kesselring represent current and past emgdayeBoein
in California; and Ms. Marin and Ms. Perry are sggal Defendant Appanaitis Enterprises Inc. wasidgad on
May 5, 2005. Plaintiffs’ motion for class certiftt@an, which the Company opposed, was heard by thet®n
February 8, 2008, and we are awaiting a ruling. Gdme is set for trial on June 17, 2008.

The second purported class action is Gary Anthor§nvall 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 caseanas/ed to the U.S. District Court for the Easterstiixt of
Pennsylvania, case number 06-CV-4419, on Octob20@6. The only nhamed plaintiff is Gary Anthony.eTh
defendants are Small Tube Manufacturing Corporatiima Small Tube Products Corporation, Inc.; Adiniletals
Inc.; Tube Methods, Inc.; and Cabot Corporatiore plaintiff purports to sue on behalf of a classwfrent and
former employees of the U.S. Gauge facility in &mWille, Pennsylvania who have ever been expasédryllium
for a period of at least one month while employed &. Gauge. The plaintiff has brought claimsrfegligence.
Plaintiff seeks the establishment of a medical nwoinig trust fund, cost of publication of approwguidelines and
procedures for medical screening and monitorintgpefclass, attorneys’ fees and expenses. Defenddnet
Methods, Inc. filed a third-party complaint agaiBstish Wellman Inc. in that action on
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November 15, 2006. Tube Methods alleges that Bsugiplied berylliur-containing products to U.S. Gauge, and
that Tube Methods worked on those products, butBhash is liable to Tube Methods for indemnificatiand
contribution. Brush moved to dismiss the Tube Mdthocomplaint on December 22, 2006. On Januarya®7,2
Tube Methods filed an amended third-party complaufiich Brush moved to dismiss on January 26, 2007;
however, the Court denied the motion on Septem8e2@07. Brush filed its answer to the amendeditparty
complaint on October 19, 2007. On November 14, 2603 of the defendants filed a joint motion for@naer
permitting discovery to make the threshold deteatiom of whether plaintiff is sensitized to benyti. On
February 13, 2008, the court approved the parsigsulation that the plaintiff is not sensitizedieryllium. On
February 29, 2008, Brush filed a motion for sumnjadgment based on plaintiff's lack of any subgttyt
increased risk of CBD. Oral argument on this mot®scheduled for June 2008. Plaintiff is requitedile a motion
for class certification on or before September@& with oral argument on that motion scheduledfecember
2008.

As noted above, the trial court in one purportegslaction ruled against the class claims of flaepffs. Neal
Parker, et al. v. Brush Wellman Inc., was filedtie Superior Court of Fulton County, State of Gérgase numb
2004CVv80827, on January 29, 2004. The case wasvehto the U.S. District Court for the Northern it of
Georgia, case number 04-G06, on May 4, 2004. The named plaintiffs were Ne=aker, Wilbert Carlton, Steph
King, Ray Burns, Deborah Watkins, Leonard PonderpBra King and Patricia Burns. The defendants Beush
Wellman; Schmiede Machine and Tool Corporation; sEanKrupp Materials NA Inc., d/b/a Copper and Brass
Sales; Axsys Technologies Inc.; Alcoa, Inc.; McCammospace Machining Corporation; Cobb Tool, liand
Lockheed Martin Corporation. Messrs. Parker, Carli¢ing and Burns and Ms. Watkins were current e&ygés of
Lockheed. Mr. Ponder was a retired employee; andkifgy and Ms. Burns were family members. The plém
brought claims for negligence, strict liabilityatrdulent concealment, civil conspiracy and punitleenages. The
plaintiffs sought a permanent injunction requirthg defendants to fund a court-supervised medicalitoring
program, attorneys’ fees and punitive damages. @rcM29, 2005, the Court entered an order (1) tiirgc
plaintiffs to amend their pleading to segregatetbase plaintiffs who endured only subclinical lgker and
subcellular effects from those who sustained aatigtort injuries, and stating that following swmhendment, the
Court would enter an order dismissing the clainseded by the former subset of claimants; (2) dising Count |
of the Complaint, which sought the creation of aliv@ monitoring fund; and (3) dismissing the claiagainst
Axsys Technologies Inc. On April 20, 2005, the pidfs filed a Substituted Amended Complaint forrbeges,
contending that each of the eight named plaindiffd the individuals listed on the attachment todtiginal
Complaint, and each of the putative class memhestsmed personal injuries; however, they alledped they
identified five individuals whose injuries manifedtthemselves such that they had been detectelyisjcpl
examination and/or laboratory test. On May 23, 2@0& defendants filed a Motion to Enforce the Mia28, 2005
Order, which argued that the five plaintiffs idéieti in the Amended Complaint had only berylliunmsiéization
which is not an actionable tort injury as definedhie March 29, 2005 Order. On March 10, 2006 Gbert entered
an order construing this motion as a Motion for &ary Judgment and granted summary judgment in the
Company’s favor; however, plaintiffs filed an app&an April 18, 2007, the Eleventh Circuit CourtAppeals
affirmed in part and reversed in part the trialt@ugrant of summary judgment, holding that Geargirt law
requires a current physical injury and that allexyes of subclincial and cellular damage do nots$athe physical
injury requirement. However, with respect to theefnamed individuals with alleged beryllium seizsition, there
was a genuine issue of material fact that preclsdedmary judgment, and the case has been remanmdeel distric
court for further proceedings. After remand, ondbetr 18, 2007, the defendants filed a renewed mddio
judgment on the pleadings as to plain’ class claims, asserting that five individuals weoe sufficiently numerou
to warrant class treatment. The trial court grariésimotion on January 2, 2008.

Other Claims

One of our subsidiaries, Williams Advanced Materialc. (“WAM”), is a party to two patent litigatisrin the
U.S. involving Target Technology Company, LLC ofitre, California (“Target”). Both actions involvefents
directed to technology used in the production of®%s, which are high storage capacity DVDs. Thepistat
issue concern certain silver alloys used to makes#imi-reflective layer in DVD-9s, a thin metahfithat is applied
to a DVD-9 through a process known as sputteritng fAw material used in the sputtering procesaliscta target.
Target alleges that WAM manufactures and sellsniging sputtering targets to DVD manufacturers.
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In the first action, filed in April 2003 by WAM agest Target in the U.S. District Court, Westerntibiét of
New York (caseno. 03-CV-0276A (SR)) (the “NY Action”), WAM has lesd the Court for a judgment declaring
certain Target patents invalid and/or unenforceah awarding WAM damages. Target counterclaimiegjialg
infringement of those patents and seeking a judgfieernfringement, an injunction against furthafringement
and damages for past infringement. Following cenaoceedings in which WAM was denied an injunction
prevent Target from suing and threatening to sueMWé customers, Target filed an amended counterckaicha
third-party complaint naming certain of WABItustomers and other entities as parties to e aad adding relat
other patents to the NY Action. The action is sthgending resolution of the ownership issue inGleAction,
discussed more fully below.

In the second litigation, Target in September 2fl@d in the U.S. District Court, Central Distrigf California
(case no. SAC04-10830C (MLGXx)) a separate action for infringement akof the same patents named in the
Action (the “CA Action”), naming as defendants WAdd certain of WAM’s customers who purchase certain
WAM sputtering targets. Target seeks a judgmertttiepatent is valid and infringed by the deferndaa
permanent injunction, damages adequate to compgemnaaget for the infringement, treble damages ddreeys’
fees and costs. In April 2007, Sony DADC U.S., Ifi8ony”) intervened in the CA Action claiming owiséip of
that patent and others of the patents that Tasgeteking to enforce in the NY Action. Sony’s clagnbased on its
prior employment of the patentee and Target’'s feupndamphire H. Nee, and includes a demand for dasa
against both Target and Nee. WAM on behalf of itagtl its customers has a paid-up license from Smler any
rights that Sony has in those patents. Trial of@#eAction is currently scheduled for August 2008.

ltem 6. Exhibits

10.1 Amended and Restated Executive Deferred Compensatan I

10.2 Amendment No. 1 to Second Amended and RestateibBselletals Agreement, March 3, 2008 (filed as
Exhibit 99.1 to the Company’s Current Report onnk&-K filed on March 3, 2008), incorporated hereyn
reference

10.3 Long-term Incentive Plan for the performance pedaduary 1, 2008 through December 31, 2010 (fi,ed a
Exhibit 100 to the Company’s Annual Report on FA®RK for the year ended December 31, 2007),
incorporated herein by referen

10.4 Form of 2008 Restricted Stock Agreement (filed aBikit 10ag to the Company’s Annual Report on
Form 1(-K for the year ended December 31, 2007), incorporiaeelin by referenc

10.5 Form of 2008 Performance Restricted Share and Peaftce Share Agreement (filed as Exhibit 10ak ¢o th
Company’s Annual Report on Form 10-K for the yaadlesd December 31, 2007), incorporated herein by
reference

10.6 Form of 2008 Stock Appreciation Rights Agreemeitédfas Exhibit 10an to the CompasyAnnual Repol
onForm 1(-K for the year ended December 31, 2007), incorpoitagéeein by referenc

10.7 2008 Management Performance Compensation Plad é#eExhibit 10.1 to the Company’s Current Report
onForm &K filed on February 12, 2008), incorporated hereimdfgrence

11  Statement regarding computation of per share egs

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

31.2 Certification of Chief Financial Officer require¢ Rule 13i-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. Gramp

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

Dated: May 2, 2008
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EXHIBIT 10.1

BRUSH ENGINEERED MATERIALS INC.
AMENDED AND RESTATED EXECUTIVE DEFERRED COMPENSATKDPLAN II

ARTICLE 1
PURPOSE

The Brush Engineered Materials Inc. Execubrederred Compensation Plan 1l (the “Plaaopted by the Board on December 7, 2004
years beginning after December 31, 2004, is maiathfor the purpose of providing deferred compeéasab eligible employees, which pli
is intended to be a non-qualified deferred compmsarrangement for a select group of managenmahhaghly compensated employees.
Effective January 1, 2008, the Plan is amendedestdted in the form of this Amended and Restatext&ive Deferred Compensation Plan
Il to provide as follows:

ARTICLE 2
DEFINITIONS

The following terms shall have the followingamings described in this Article unless the canttearly indicates another meaning. All
references in the Plan to specific Articles or et shall refer to Articles or Sections of therPlaless otherwise stated.

2.1 Accountneans the record or records established for eatitipant in accordance with Section 5.1.

2.2 Annual Excess Compensatinaans for a Plan Year a Participant's Base Satargdrvices performed during the Plan Year,
performance compensation payable in the Plan Yedenthe Brush Engineered Materials Inc. and Sidrsd Management Performance
Compensation Plan, and incentive compensation payalsash and cash equivalents in the Plan Yedewutime Brush Engineered Materials
Inc. and Subsidiaries Long-Term Incentive Plan, tivbeor not such compensation is reportable on R for the Plan Year, but only to
the extent that such compensation exceeds theitimpitsed on compensation taken into account ut@eBtush Engineered Materials Inc.
Savings and Investment Plan by reason of Coded®e4fil1(a)(17) as determined by the Plan Administrat

2.3 Base Salamyeans for a Plan Year the annual cash compensateting to services performed during such Planrvehlether or not
paid in such Plan Year or included on the Federame Tax Form W-2 for such year, excluding bonusasmissions, overtime, special
awards, tax planning stipends, fringe benefitgkstiptions, relocation expenses, incentive paymeais-monetary awards, fees, automobile
and other allowances paid to a Participant for eympent services rendered (whether or not such alhees are included in the Employee’s
gross income). Base Salary shall be calculated®eéaluction for compensation voluntarily deferogatontributed by the Participant
pursuant to all qualified or non-qualified plansaofy Employer and shall be calculated to includewnts not otherwise included in the
Participant’s gross income under Code Sections 425(e)(3), 402(h), or 403(b) pursuant to planaldighed by any Employer; provided,
however, that all such amounts will be




included in compensation only to the extent that] there been no such plan, the amount would hese payable in cash to the Employee.
2.4 Boardneans the Board of Directors of Company.

2.5 Bonusneans for a Plan Year any compensation payableiform of cash to a Participant with respect ®oRtan Year pursuant to t
Brush Engineered Materials Inc. and Subsidiarieaddament Performance Compensation Plan, wheth®tqraid in a calendar year or
included on the Federal Income Tax Form W-2 foalgmdar year.

2.6 Codeneans the Internal Revenue Code of 1986, as amended

2.7 Companyneans Brush Engineered Materials Inc., an Ohioaratjon.

2.8 Compensation Committeeans the Compensation Committee of the Board anyatime that no such committee exists, the Board

2.9 Deferred Compensatioreans the portion of a Participant’s Base SalaBanus allocated to the Participant’s Account inaadance
with Section 4.1 of the Plan.

2.10 _Election Agreementeans the written agreement entered into by an &rapl which shall be irrevocable, pursuant to witiieh
Employee becomes a Participant in the Plan and srakelection relating to Deferred Compensationthageriod over which Deferred
Compensation and Nonelective Deferred Compensatidrinvestment return thereon will be paid.

2.11 Employeeneans, with respect to each Employer, managemerhighly compensated employees.

2.12 Employemeans the Company and any other corporation imaalted group of corporations (under Code Sectibd(b)) of which
Company is a member which, with the authorizatibthe Board, adopts the Plan for the benefit oéitgloyees pursuant to resolution of its
board of directors.

2.13 Nonelective Deferred Compensatiogans a Participant’s nonelective deferred compiensallocated to the Participant’s Account in
accordance with Section 5.1 of the Plan.

2.14 Participanmneans an Employee or former Employee of an Emplayer has met the requirements for participationeuréection 3.1
and who is or may become eligible to receive a fiefnem the Plan or whose beneficiary may be dligito receive a benefit from the Plan.

2.15 Plai€means the plan, the terms and provisions of whietharein set forth, and as it may be amendedstaitesl from time to time,
designated as the “Brush Engineered MaterialsErecutive Deferred Compensation Plan I.”

2.16_Plan Administrataneans the Company.




2.17 Plan Yeameans the period beginning on January 1 and emgtindecember 31 of each year.
2.18 Trusmeans any domestic trust that may be maintainétkitunited States pursuant to Article 8.

2.19 Valuation Datmeans the last business day of each calendar month.

ARTICLE 3
PARTICIPATION

3.1 _Eligibility. An Employee shall be eligible to participatetie PPlan if he or she is an Employee designatetigalsle by the
Compensation Committee. Individuals not specificdktsignated by the Compensation Committee areligible to participate in the Plan.

3.2 Participation An Employee shall become a Participant as ofitite he or she satisfies the eligibility requiretaaf Section 3.1 and
completes all administrative forms required by Btti@n Administrator. A Participant’s participatianthe Plan shall terminate upon
termination of employment with the Company anddakct and indirect subsidiaries of Company or upach other events as determined by
the Compensation Committee.

ARTICLE 4
BENEFITS

4.1 Deferred CompensatioSubject to any limitations established by the @ensation Committee or the Plan Administrator, di¢pant
may elect for a Plan Year to have his or her Badar$ and/or Bonus deferred in any amount not teed (i) the Participant’s Base Salary in
excess of the dollar limitation provided for und@&de Section 401(a)(17) as determined by the PtimiAistrator, except that this dollar
limitation will not be applied with respect to tB805 Plan Year, and (ii) the Participant’s full Bsnless applicable tax withholding, and to
have that amount credited to his or her Accoudeferred Compensation. Deferred Compensation beaidredited to a ParticipastAccoun
monthly.

4.2 Nonelective Deferred Compensatidiere shall be credited to each Participant’soiot for each Plan Year an amount equal to three
(3) percent of his or her Annual Excess Compensatiosuch other percent as may be establishedtfroento time by action of the Board to
maintain parity with the matching contribution rateailable under the Brush Engineered Materials §avings and Investment Plan.
Moreover, the Compensation Committee may in itsrdison determine for any Plan Year to make antauidil credit to a Participant’s
Account as Nonelective Deferred Compensation, whidlount may be a different amount or percentagdu@mg no amount) for each
Participant, as the Compensation Committee shait isole and absolute discretion determine. Natieke Deferred Compensation shall be
credited to a Participant’s Account monthly.

4.3 Election Procedures




(a) Except as provided in paragraphs (b) ahti€low, compensation for services performed dyataxable year may be deferred al
Participant’s election only if the election to de$eich compensation is made not later than the dbshe preceding taxable year.

(b) In the case of the first year in whichatRipant becomes eligible to participate in thenPthe Participant’s election with respect to
amounts deferred pursuant to Sections 4.1 and dy2bm made with respect to services to be perfosubdequent to the election within
30 days after the date the Participant becometbkitp participate in the Plan.

(c) In the case of any performartmsed compensation based on services performedgariod of at least 12 months as determine
the Plan Administrator in accordance with regukaiguidance under Code Section 409A, an election Ineayade no later than six months
before the end of the period.

(d) Each Participant shall specify on his er BElection Agreement with respect to each Plarr Yigthe percentage of Base Salary
and/or the percentage of Bonus the Participantsetealefer for such Plan Year; and (ii) whether Dreferred Compensation and
Nonelective Deferred Compensation for such Plarr p&ss investment return credited to such amouritdoe paid in a single lump sum,
annual installments payable over three years onarinstallments payable over five years upon thai¢pant’s termination of
employment with the Company and all direct andrexcti subsidiaries of the Company; subject to tidhér provisions of Article 6.

(e) A Participant can change his or her EdecfAigreement and an eligible Employee who is n@agdicipant may become a Participant,
as of any January 1 by completing, signing anddiin Election Agreement with the Plan Administratot later than the preceding
December 31 (subject, however, to the provisiorzasagraph (b) above in the case of a Particip&iotlvecomes newly eligible during the
Plan Year). A Participant who does not completew Election Agreement for a Plan Year will be dedrteehave elected not to have any
Deferred Compensation for the Plan Year and wiklbemed to have elected a single lump sum methpdyohent for any Nonelective
Deferral Compensation for such Plan Year. In thenéany amount is credited to the Account of Pigdiat with respect to which no time
election concerning method of payment has been nsadé amount shall be payable in the single luamp siethod of payment.

(f) All Election Agreements shall be in a foeoceptable to the Plan Administrator and shattdrapleted, signed, and filed with the
Plan Administrator as provided herein.




ARTICLE 5
ACCOUNTS

5.1 Participant AccountsThe Plan Administrator shall establish a sepakatmunt in the name of each Participant in respéetach
Employer of such Participant for all amounts atttéble to Deferred Compensation for each Plan ¥eawhich the Participant has elected to
defer compensation otherwise payable by such Emaplayd all Nonelective Deferred Compensation fehdlan Year. A Participant’s
Account shall be maintained by the Plan Administré accordance with the terms of this Plan watibf the Deferred Compensation,
Nonelective Deferred Compensation, and investmetatm to which a Participant is entitled has bestriduted to a Participant or his or t
beneficiary in accordance with the terms of thenPhaParticipant shall be fully vested in his or Becount at all times.

5.2 Investment ReturrEach Account shall be deemed to bear an investramnn as if invested in the manner elected leyRhrticipant
from a list of investment funds from time to timeteérmined by the Compensation Committee. The Cosgiem Committee may delegate to
the Company’s Pension Investment Committee the atlyauthority to determine the investment fundseaised for this purpose under the
Plan, including the discretion to eliminate, addsabstitute investment funds from time to timeeBed investment return under the Plan
shall be determined from the date of creditingrofenount to the ParticipastAccount (including deemed income thereon) thrahghdate ¢
complete distribution of the Account. A Participahill be permitted to change his investment elaainder the Plan for any portion or all of
his Account as of the first business day of angmadér quarter in accordance with such rules ancepiires as the Company shall establis
this purpose. The Company shall have no obligataactually invest funds pursuant to a Participmetections, and if the Company does
invest funds, a Participant shall have no righdrig invested assets other than as a general uesemnaditor of the Company. During any
period in which a Participant has not made an ielectlating to the investment of some portion isfAccount, such as in the case of an
investment fund previously selected by the Paricieasing to be available under the Plan, thei®einvestment committee shall
determine the investment fund or funds to be usetktermining investment return for that portiorhif Account.

5.3_Valuation of AccountsThe value of an Account as of any Valuation Gsitell equal the amounts previously credited to sAmtount
less any payments debited to such Account plugthesstment return deemed to be earned on such Ataoaccordance with Section 5.2
through the Valuation Date.

ARTICLE 6
DISTRIBUTIONS

6.1 Termination of EmploymentJpon termination of employment for any reasoreothan death, a Participant’s Account with respect
a Plan Year shall be distributed to the Participas@ single lump sum payment, annual installmeaigble over three years or annual
installments payable over five years as electethbyParticipant on his or her Election Agreemerihwéspect to deferrals for the Plan Year.
Payment will be made or begin on the business daciding with or next following the sixtieth (60tday after the Participant’s termination
of employment or as soon thereafter as is admitigély practicable; subject, however, to the psais of Section 6.3. Installment payments
shall be calculated and recalculated annually bltiptying the balance credited to the Participamtount (including any increase or
decrease resulting from investment return) as@®htiost recent Valuation Date
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by a fraction, the numerator of which is one areldbnominator of which is the remaining numberayfrpents to be made to the Participant.

6.2 Death If a Participant dies prior to termination of doyment or complete distribution of his or her Aoot, the amounts credited to
his or her Account will be distributed in a singlienp sum payment to the beneficiary named by thiédifzant on a beneficiary designation
form filed with the Company. Payment of a deathdfi¢nvill begin on the business day coinciding wathnext following the sixtieth (60th)
day after a Participarg’death or as soon thereafter as is administrgtprelcticable. The Participant may change the beinef designation ¢
any time by signing and filing a new beneficiangigmation form with the Plan Administrator. If fany reason no beneficiary is designate
no beneficiary survives the Participant, the beafy shall be the Participant’'s estate. If thetiBigiant designates a trust as beneficiary, the
Plan Administrator shall determine the rights af thustee without responsibility for determining tralidity, existence or provisions of the
trust. Further, neither the Plan Administrator the Company nor any Employer shall have respoiiyilidr the application of sums paid to
the trustee or for the discharge of the trust.

6.3 Distribution Limitations Notwithstanding any provision of the Plan to doatrary, compensation deferred under the Plar sbabe
distributed earlier than

(a) separation from service as determinechbySecretary of the Treasury (except as providemhbwith respect to a key employee of
an Employer);

(b) the date the Participant becomes disaplittiin the meaning of Section 409A(a)(2)(C) of thede);
(c) death of the Participant;
(d) a specified time (or pursuant to a fixetleslule) specified under the Plan at the dateeofiéierral of such compensation;

(e) to the extent provided by the SecretarthefTreasury, a change in the ownership or effectontrol of the Company, or in the
ownership of a substantial portion of the asseta®Company; or

(f) the occurrence of an unforeseeable emesgas defined in Section 409A(a)(2)(B)(ii) of thede.

In the case of any key employee (as defined ini@edtL6(i) of the Code without regard to paragréphthereof) of an Employer,
distributions may not be made before the date wisigix months after the date of separation frorwise (or, if earlier, the date of death of
the Participant), provided that in the case of disyribution which would be made on an earlier datefor this restriction, such distribution
shall be made as soon as practicable on or a#dirtt day of the month following the date whishsix months after the date of the key
employee’s separation from service.




ARTICLE 7
ADMINISTRATION

7.1 Plan AdministratarThe Company shall have the sole responsibilityife administration of the Plan and is designae&lan
Administrator.

7.2 Appointment of Administrative Committe&he Company may delegate its duties as Plan Aidirator to an Administrative
Committee. The members of the Administrative Corterishall be selected by the Board.

7.3 Powers of Plan Administratofhe Plan Administrator shall have the full andlagive power, discretion and authority to admarist
the Plan. The determinations and decisions of the Rdministrator are final and binding on all pmrs. The Plan Administrator’s powers
shall include but shall not be limited to, the powe

(a) Maintain records pertaining to the Plan.

(b) Interpret the terms and provisions of Bti@n, and to construe ambiguities and correct aamiss

(c) Establish procedures by which Participaméy apply for benefits under the Plan and appéaindal of benefits.
(d) Determine the rights under the Plan of Bayticipant applying for or receiving benefits.

(e) Administer the claims procedure providedhis Article.

(f) Perform all acts necessary to meet thenép and disclosure obligations imposed by thepByee Retirement Income Security Act
of 1974, as amended (“ERISA").

(g) Delegate specific responsibilities for tperation and administration of the Plan to sunbleyees or agents as it deems advisable
and necessary.

In the exercise of its powers, the Plan Adstiaitor shall be entitled to rely upon all tableslpyations, certificates and reports furnished by
any accountant or consultant and upon opinionsngbyeany legal counsel in each case duly selegtétéebPlan Administrator.

7.4 Limitation of Liability. The Plan Administrator and the Company and &képEmployers, and their respective officers ameatidors
(including but not limited to the members of theaBa), shall not be liable for any act or omissielating to their duties under the Plan, un
such act or omission is attributable to their owlifu¥ misconduct or lack of good faith.

7.5 Claims Procedures

(a) All claims under the Plan shall be direlcte the attention of the Plan Administrator. Argritipant or beneficiary whose applicat
for benefits or other




claim under the Plan has been denied, in whola pait, shall be given written notice of the debialthe Plan Administrator within sixty
(60) days after the receipt of the claim. The reshall explain that the Participant or beneficiagy request a review of the denial and the
procedure for requesting review. The notice shedlcdibe any additional information necessary tégoethe Participant’s or beneficiary’s
claim and explain why such information is necessHiry Participant or beneficiary does not receivgritten response to a claim within
sixty (60) days after receipt of the claim by tHarPAdministrator, the claim will be deemed to lEnikd.

(b) A Participant or beneficiary may make atten request to the Plan Administrator for a rew@f any denial of claims under this
Plan. The request for review must be in writing amgst be made within sixty (60) days after the mgitlate of the notice of denial or the
deemed denial. The request shall refer to the pimvs of the Plan on which it is based and shallsth the facts relied upon as justifying
a reversal or modification of the determinationnigeappealed.

(c) A Participant or beneficiary who requesigview of denial of claims in accordance witls ttliaims procedure may examine
pertinent documents and submit pertinent issuesamments in writing. A Participant or beneficiamay have a duly authorized
representative act on his or her behalf in exergikis or her right to request a review and angiotiyhts granted by this claims procedure.
The Plan Administrator shall provide a review df thecision denying the claim within sixty (60) dafter receiving the written request
review. If a Participant or beneficiary does nataige a written response to a request for a rewéhin the foregoing time limit, such
request will be deemed to be denied. A decisiothbyPlan Administrator for review shall be finabasinding on all persons.

ARTICLE 8
MISCELLANEOUS

8.1 Unfunded Plan

(a) The Plan shall be an unfunded plan mairthby the Company and the other Employers fopthipose of providing benefits for a
select group of management or highly compensatgdogmes. Neither the Company nor any other Empleiiall be required to set aside,
earmark or entrust any fund or money with whiclpay their obligations under this Plan or to invasiny particular investment vehicle
and may change investments of Company assets ainagy

(b) The Company may establish a Trust to Ipotgberty that may be used to pay benefits undePtal. The Trust shall be a domestic
trust maintained in the United States. The Truatldfe intended to be a grantor trust, within theaming of Section 671 of the Code, of
which the Company is the grantor, and the Plaa tstconstrued in accordance with that intentiastwithstanding any other provision of
this Plan, the assets of the Trust will remaingraperty of the Company and will be subject todteems of creditors in the event of
bankruptcy or insolvency, as provided in the TAigteement. No Participant or person claiming thitoadParticipant will have any
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priority claim on the assets of the Trust or angusity interest or other right superior to the tigbf a general creditor of the Company or
the other Employers as provided in the Trust Agresm

(c) Subject to the following provisions ofgtbection 8(c), all benefits under this Plan shalpaid by the Participant’s Employer(s)
from its general assets and/or the assets of &, Twhich assets shall, at all times, remain stlifethe claims of creditors as provided in
the Trust Agreement. No Employer, other than then@any as provided below, shall have any obligattiopay benefits hereunder in
respect of any Participants who are not Employedsrmer Employees of such Employer. The obligatibeach Employer hereunder in
respect of any Participant shall be limited todhmounts payable to such Participant from the Acteatablished for such Participant in
respect of employment with that Employer, except than Employer shall fail to make or cause tovtsde any benefit payment hereur
when due, the Company shall promptly make suchfliggayment from its general assets and/or thetaggahe Trust.

(d) Neither Participants, their beneficians their legal representatives shall have anytrigther than the right of an unsecured
general creditor, against the Company or any dingployer in respect of any portion of a ParticipgaAtccount and shall have no right,
title or interest, legal or equitable, in or to aasset of the Company or any other Employer oif thist.

8.2 Spendthrift ProvisionThe Plan shall not in any manner be liable fosusject to the debts or liabilities of any Papasit or
beneficiary. No benefit or interest under the Rtasubject to assignment, alienation, pledge ousticance, whether voluntary or involunt:
and any purported or attempted assignment, almmgtiedge or encumbrance of benefits shall be ap@lwill not be recognized by the
Company or any other Employer.

8.3_Employment RightsThe existence of the Plan shall not grant a E&pént any legal or equitable right to continuea€Employee nor
affect the right of the Company or any other Emplop discharge a Participant.

8.4 Withholding of TaxesTo the extent required by applicable law, the @any or another Employer will withhold from Compatisn
and/or Deferred Compensation and any payment hdeewl taxes required to be withheld for fedestdte or local government purposes.

8.5 Amendment or Terminatiorsubject to the provisions of Section 8.12, thenfany reserves the right to amend, modify, suspend
terminate the Plan at any time by action of itslaar of the Compensation Committee of its Boardyled that no prior notice to any
Participant shall be required, and provided, furthat no such action may deprive a Participarti®fights to receive a benefit pursuant tc
Plan with respect to compensation deferred prigutth action.

8.6_No Fiduciary Relationship Createdothing contained in this Plan, and no actioretafgursuant to the provisions of this Plan, shall
create or be deemed to create a fiduciary




relationship between the Company or any other Eygplor the Plan Administrator and any Participaeneficiary or any other person.

8.7 ReleaseAny payment to any Participant or beneficiaryaatordance with the provisions of this Plan shalthe extent thereof, be in
full satisfaction of all claims against the PlannAidistrator, the Company, the other Employers andd their respective officers, directors,
shareholders, employees or agents.

8.8_No Warranty or Representatiddeither the Company nor any other Employer makgswarranty or representation regarding the
effect of deferrals made or benefits paid undes Bian for any purpose.

8.9 ConstructionWords used in the masculine shall apply to tieifiene where applicable; and wherever the contégt® Plan dictates,
the plural shall be read as the singular and thgusar as the plural.

8.10_Governing LawTo the extent that Ohio law is not preempted BYFA, the provisions of the Plan shall be goverbgdhe laws of
the State of Ohio.

8.11 CounterpartsThis Plan may be signed in any one or more copatts each of which together shall constitute iosgument.

8.12 American Jobs Creation Act of 200¢he Plan is intended to provide for the defesfatompensation in accordance with the
provisions of Section 409A of the Code and Trea®egulations and published guidance issued purshardgto. Accordingly, the Plan shall
be construed in a manner consistent with thoseigioms and may at any time be amended in the mamteto the extent determined
necessary or desirable by the Company to refleothm@rwise facilitate compliance with such prowsavith respect to amounts deferred on
and after January 1, 2005, including as contemglayeSection 885(f) of the American Jobs Creatianh & 2004. Moreover, to the extent
permitted in guidance issued by the Secretary®fTiteasury and in accordance with procedures éstiadl by the Committee, a Participant
may be permitted to terminate participation in fh@n or cancel an outstanding deferral electioh végyard to amounts deferred after
December 31, 2004. Notwithstanding any provisiothefPlan to the contrary, no otherwise permissldetion or distribution shall be made
or given effect under the Plan that would resutiaixation of any amount under Section 409A of te&

IN WITNESS WHEREOF, Brush Engineered Materitis. has executed this Plan this 5th day of Ma2€l08.

BRUSH ENGINEERED MATERIALS INC.

By: /s/ Michael C. Hasychak
Name: Michael C. Hasychal
Title: Vice President, Treasurer and Secret
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BRUSH ENGINEERED MATERIALS INC. AND SUBSIDIARIES
COMPUTATION OF PER SHARE EARNINGS

Exhibit 11

First Quarter Ended

Mar 28 Mar 30
2008 2007
Basic:
Average shares outstandi 20,389,000  20,153,00
Net Income $ 4,596,000 $23,114,00
Per share amoul $ 02: $ 1.1
Diluted:
Average shares outstandi 20,389,000  20,153,00
Dilutive stock securities based on the treasurgkstoethod using average marke
price 194,00( 460,00(
Totals 20,583,000  20,613,00
Net Income $ 4,596,000 $23,114,00
Per share amoul $ 02z $ 1.12







1)
2)

3)

4)

5)

Exhibit 31.1

CERTIFICATIONS

I, Richard J. Hipple, certify tha
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, andifie periods presented in this rep

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

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material 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 pregzh

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

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andgatures, 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 refptahcial 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. Hippl
Dated: May 2, 2008 Richard J. Hipple
Chairman, President and Chief Executive Off
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Exhibit 31.

CERTIFICATIONS

I, John D. Grampa, certify the
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
13e&15(f) and 15-15(f)) for the registrant and we ha

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material 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 pregzh

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

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andgatures, 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 refptahcial 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. Gramp

Dated: May 2, 200¢ John D. Gramp
Senior Vice President Finance and
Chief Financial Officel







Exhibit 32.1

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

Pursuant to 18 U.S.C. Section 1350, as adoptedignir$o Section 906 of the Sarbanes-Oxley Act @2 connection with the filing of the
Quarterly Report on Form 10-Q of Brush Engineereatdvials Inc. (the “Company”) for the quarter endiéakch 28, 2008, as filed with the
Securities and Exchange Commission on the date@h@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 ExggeAct of 1934 (15 U.S.C. 78m or 780
(d)), and

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

Dated: May 2, 2008

/sl Richard J. Hippl

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

/s/ John D. Gramp

John D. Grampa

Senior Vice President Finance and
Chief Financial Officel




