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BRUSH ENGINEERED MATERIALS INC.
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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

The annual meeting of shareholders of Brush Engineered Materials Inc. will
be held at The Forum, One Cleveland Center, 1375 East Ninth Street, Cleveland,
Ohio 44114, on May 4, 2004 at 11:00 a.m., local time, for the following
purposes:

(1) To elect three directors, each to serve for a term of three years and
until a successor is elected and qualified; and

(2) To transact any other business that may properly come before the
meeting.

Shareholders of record as of the close of business on March 5, 2004 are

entitled to notice of the meeting and to vote at the meeting or any adjournment
or postponement of the meeting.

Michael C. Hasychak
Secretary

March 15, 2004
IMPORTANT —— YOUR PROXY IS ENCLOSED.
PLEASE SIGN, DATE AND RETURN YOUR PROXY IN THE ACCOMPANYING ENVELOPE.
BRUSH ENGINEERED MATERIALS INC.

17876 ST. CLAIR AVENUE
CLEVELAND, OHIO 44110
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PROXY STATEMENT
MARCH 15, 2004

GENERAL INFORMATION

Your Board of Directors is furnishing this proxy statement to you in
connection with our solicitation of proxies to be used at our annual meeting of
shareholders to be held on May 4, 2004.

If you sign and return the enclosed proxy card, your shares will be voted
as indicated on the card. Without affecting any vote previously taken, you may
revoke your proxy by delivery to us of a new, later dated proxy with respect to
the same shares, or by giving written notice to us before or at the annual
meeting. Your presence at the annual meeting will not, in and of itself, revoke
your Pproxy.

At the close of business on March 5, 2004, the record date for the
determination of shareholders entitled to notice of, and to vote at, the annual
meeting, we had outstanding and entitled to vote 16,711,853 shares of common
stock.

Each outstanding share of common stock entitles its holder to one vote on
each matter brought before the meeting. Under Ohio law, shareholders have
cumulative voting rights in the election of directors, provided that the
shareholder gives not less than 48 hours notice in writing to the President, any
Vice President or the Secretary of Brush Engineered Materials that the
shareholder desires that voting at the election be cumulative, and provided
further that an announcement is made upon the convening of the meeting informing
shareholders that notice requesting cumulative voting has been given by the
shareholder. When cumulative voting applies, each share has a number of votes
equal to the number of directors to be elected, and a shareholder may give all
of the shareholders' votes to one nominee or divide the shareholder's votes
among as many nominees as he or she sees fit. Unless contrary instructions are
received on proxies given to Brush Engineered Materials, in the event that
cumulative voting applies, all votes represented by the proxies will be divided
evenly among the candidates nominated by the Board of Directors, except that if
voting in this manner would not be effective to elect all the nominees, the
votes will be cumulated at the discretion of the Board of Directors so as to
maximize the number of the Board of Directors' nominees elected.

In addition to the solicitation of proxies by the use of the mails, we may
solicit the return of proxies in person and by telephone, telecopy or e-mail. We
will request brokerage houses, banks and other custodians, nominees and
fiduciaries to forward soliciting material to the beneficial owners of shares
and will reimburse them for their expenses. We will bear the cost of the
solicitation of proxies.

At the annual meeting, the inspectors of election appointed for the meeting
will tabulate the results of shareholder voting. Under Ohio law, our articles of
incorporation and our code of regulations, properly signed proxies that are
marked "abstain" or are held in "street name" by brokers and not voted on one or
more of the items before the meeting will, if otherwise voted on at least one
item, be counted for purposes of determining whether a quorum has been achieved
at the annual meeting. Votes withheld in respect of the election of directors
will not be counted in determining the election of directors.

1. ELECTION OF DIRECTORS
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Our articles of incorporation and code of regulations provide for three
classes of directors whose terms expire in different years. At the present time
it is intended that proxies will be voted for the election of Joseph P.
Keithley, William R. Robertson and John Sherwin, Jr.

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THESE NOMINEES.

If any of these nominees becomes unavailable, it is intended that the
proxies will be voted as the Board of Directors determines. We have no reason to
believe that any of the nominees will be unavailable. The three nominees
receiving the greatest number of votes will be elected as directors of Brush
Engineered Materials.

The following table sets forth information concerning the nominees and the
directors whose terms of office will continue after the meeting:

DIRECTORS WHOSE TERMS END IN 2007 CURRENT EMPLOYMENT

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

Age —- 55

Mr. Keithley has been Chairman of the Board of Keithley Instruments, Inc. since 1991. He has
served as Chief Executive Officer of Keithley Instruments, Inc. since November 1993 and as
its President since May 1994. He is a director of Keithley Instruments, Inc. and Nordson
Corporation.

William R. Robertson Managing Partner,
Director since 1997 Kirtland Capital Partners
Member —-- Audit Committee, Organization (Private Equity Investments)

and Compensation Committee and
Retirement Plan Review Committee
Age —— 62

Mr. Robertson has been a Managing Partner of Kirtland Capital Partners since September 1997.
Prior to that time, he was President and a director of National City Corporation from
October 1995 until July 1997. He also served as Deputy Chairman and a director from August
1988 until October 1995. He is a director of Gries Financial LLC, Fairport Asset Management
LLC and Instron Corporation. Mr. Robertson is a member of the Board of Managers of the
Prentiss Foundation and a member of and a vice president of the Board of Trustees of the
Cleveland Museum of Art.

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

and Compensation Committee and
Retirement Plan Review Committee
Age ——- 65

Mr. Sherwin has been President of Mid-Continent Ventures, Inc. during the past five years.
Mr. Sherwin is a director of John Carroll University and Shorebank Cleveland, a trustee of
The Cleveland Clinic Foundation and Chairman of the Cleveland Foundation.
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2
DIRECTORS WHOSE TERMS END IN 2005 CURRENT EMPLOYMENT
Albert C. Bersticker Non-Executive Chairman,
Director since 1993 Oglebay Norton Company
Member —-- Governance Committee and (Mining of Nonmetallic Minerals)
Organization and Compensation Committee

Age —— 69

Mr. Bersticker was appointed Non-executive Chairman of Oglebay Norton Company in May of
2003. Mr. Bersticker was Chairman of Ferro Corporation from February 1996 and retired in
1999. He served as Chief Executive Officer of Ferro Corporation from 1991 until January of
1999 and as its President from 1988 until February 1996. In addition to serving on the Board
of Oglebay Norton Company, Mr. Bersticker currently Secretary, Treasurer and a member of the
Board of Directors of St. John's Medical Center in Jackson, Wyoming.

William G. Pryor Retired President,
Director since 2003 Van Dorn Demag Corporation
Member -- Organization and Compensation (Plastic Injection Molding Equipment)
Committee and Retirement Plan Review
Committee
Age —— 64

Mr. Pryor was President of Van Dorn Demag Corporation from 1993 and retired in 2002. He had
also served as President and Chief Executive Officer of Van Dorn Corporation, predecessor to
Van Dorn Demag Corporation. Mr. Pryor 1is currently on the Board of Directors of Oglebay
Norton Company and Oxis International, Inc.

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

Age —-- 50

Dr. Reddy has been a professor at the Weatherhead School of Management, Case Western Reserve
University for the past five years. Dr. Reddy is a director of Keithley Instruments, Inc.

3
DIRECTORS WHOSE TERMS END IN 2006 CURRENT EMPLOYMENT
Gordon D. Harnett Chairman of the Board, President
Director since 1991 and Chief Executive Officer,
Age —- 61 Brush Engineered Materials Inc.

Mr. Harnett has been Chairman of the Board and Chief Executive Officer of Brush Engineered
Materials (and its predecessor, Brush Wellman Inc.) during the past five years. He has been
President from 1991 to 2001 and since May 2002. He is a director of Lubrizol Corporation,
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EnPro Industries, Inc. and PolyOne Corporation.

David H. Hoag Retired Chairman, and Chief Executive
Director since 1999 Officer
Member —-- Governance Committee, The LTV Corporation
Organization and Compensation Committee (Integrated Steel Producer and Metal
and Retirement Plan Review Committee Fabricator)

Age —— 64

Mr. Hoag retired as Chairman of the Board of The LTV Corporation in January of 1999. He had
served as its Chairman since June 1991, as Chief Executive Officer from February 1991 until
September 1998 and as President from January 1991 until July 1997. The LTV Corporation filed
for Chapter 11 bankruptcy protection in December of 2000. Mr. Hoag is a director of Lubrizol
Corporation, NACCO Industries, Inc., PolyOne Corporation and The Chubb Corporation. He is
also a member of the Boards of Trustees of Allegheny College and University Hospitals of
Cleveland.

William B. Lawrence Former Executive Vice President,

Director since 2003 General Counsel & Secretary,

Member —-- Audit Committee and TRW, Inc.

Organization and Compensation Committee (Advanced Technology Products and Services)
Age —— 59

Prior to the sale of TRW, Inc. to Northrop Grumman Corporation in December 2002, Mr.
Lawrence served as TRW's Executive Vice President, General Counsel and Secretary since 1997
and held various other executive positions at TRW since 1976. Mr. Lawrence also serves on
the Board of Directors of Ferro Corporation.

William P. Madar Chairman of the Board
Director since 1988 Nordson Corporation
Member -- Governance Committee and (Industrial Application Equipment
Organization and Compensation Committee Manufacturer)

Age —— 64

Mr. Madar was elected Chairman of the Board of Nordson Corporation effective October 1997.
Prior to that time, he served as Vice Chairman of Nordson Corporation from August 1996 until
October 1997 and as Chief Executive Officer from February 1986 until October 1997. From
February 1986 until August 1996, he also served as its President. He is a director of
Lubrizol Corporation.

CORPORATE GOVERNANCE; COMMITTEES OF THE BOARD OF DIRECTORS

The New York Stock Exchange has recently adopted new corporate governance
requirements, which will become effective immediately after our annual meeting.
We have adopted a Policy Statement on Significant Corporate Governance Issues
and a Code of Business Conduct and Ethics in compliance with these new New York
Stock Exchange and Securities and Exchange Commission requirements. These
materials, along with the charters of the Audit, Governance, Organization and
Compensation, and Retirement Plan Review Committees of our Board of Directors,
which also comply with these new requirements, are available on our website at
www.beminc.com, or upon request by any shareholder to Secretary, Brush
Engineered Materials Inc., 17876 St. Clair Avenue, Cleveland, Ohio 44110. We
also make our reports on Forms 10-K, 10-Q and 8-K available on our website, free
of charge, as soon as reasonably practicable after these reports are filed with



Edgar Filing: BRUSH ENGINEERED MATERIALS INC - Form DEF 14A

the Securities and Exchange Commission. Any amendments or waivers to our Code of
Business Conduct and Ethics, Committee Charters and Policy Statement on
Significant Corporate Governance Issues will also be made available on our
website. The information on our website is not incorporated by reference into
this proxy statement or any of our periodic reports.

Board Independence

Our Board of Directors has affirmatively determined that each of our
directors, other than Mr. Harnett, is: "independent" within the meaning of that
term which will be defined in new Section 303A.02(b) of the New York Stock
Exchange listing standards; a "non-employee director" within the meaning of that
term as defined in Rule 16b-3(b) (3) promulgated under the Securities Exchange
Act of 1934 (the "Exchange Act"); and an "outside director" within the meaning
of that term as defined in the regulations promulgated under Section 162 (m) of
the Internal Revenue Code of 1986.

With respect to Section 303A.02(a) of the New York Stock Exchange's new
listing standards, our Board of Directors has affirmatively determined that each
director named as independent has no material relationship with the Company,
either directly or as a partner, shareholder or officer of an organization that
has a relationship with the Company, that would compromise his independence from
the Company's management. Mr. William B. Lawrence served as the Executive Vice
President, General Counsel and Secretary of TRW, Inc. prior to its acquisition
by Northrop Grumman Corporation in December 2002, and resigned on February 1,
2003, prior to becoming a director of the Company on August 11, 2003. Although
Northrop Grumman and certain of its affiliates including TRW are customers of
the Company, because Mr. Lawrence is no longer employed in any capacity by or
otherwise associated with either company, our Board of Directors has
affirmatively determined that he has no material relationship with Northrop
Grumman or its affiliates that would compromise his independence from the
Company's management. After appropriate diligence, our Board or Directors has
identified no other potentially material relationships with our other directors
identified as independent.

Charitable Contributions

Within the last three years, we have made no charitable contributions
during any single fiscal year to any charity in which a director serves as an
executive officer, of over the greater of $1 million or 2% of the Company's
consolidated gross revenues.

Board Communication

Our Policy Statement on Significant Corporate Governance Issues provides
that the Chairman of the Organization and Compensation Committee, presently Mr.
William P. Madar, will be the lead non-management director. Shareholders may
communicate with the Board of Directors as a whole, the lead non-management
director or the non-management directors as a group, by forwarding relevant
information in writing to Chairman, Organization and Compensation Committee, c/o
Secretary, Brush Engineered Materials Inc., 17876 St. Clair Avenue, Cleveland,
Ohio 44110. Any other communication to individual directors or committees of the
Board of Directors may be similarly addressed to the appropriate recipients, c/o
our Secretary.

Audit Committee

The Audit Committee held eight meetings in 2003. The Audit Committee
membership consists of Messr. Robertson, as Chairman, Messrs. Lawrence, Reddy
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and Sherwin. In February 2004, a revised charter for the Audit Committee was
adopted, which is attached as Appendix A to this proxy statement. Under that
charter, the Audit Committee's principal functions include assisting our Board
of Directors in fulfilling its oversight responsibilities with respect to:

— the integrity of our financial statements and our financial reporting
process;

— compliance with ethics policies and legal and other regulatory
requirements;

— our independent auditor's qualifications and independence;
- our systems of internal accounting and financial controls; and

— the performance of our independent auditors and of our internal audit
functions.

The Audit Committee also prepared the Audit Committee report included under
the heading "Audit Committee Report" in this proxy statement.

Audit Committee Expert

Although our Board of Directors has determined that more than one member of
the Audit Committee has the accounting and related financial management
expertise to be an "audit committee financial expert", as defined by the SEC, it
has named the Audit Committee Chairman, Mr. Robertson, as the named financial
expert. Each member of the Audit Committee is financially literate, and each
member of the Audit Committee satisfies the heightened independence requirements
in Section 303.01(B) (2) (a) and (3) of the New York Stock Exchange listing
standards.

Governance Committee

The Governance Committee held four meetings in 2003. The Governance
Committee membership consists of Messr. Bersticker, as Chairman, Messrs. Hoag,
Keithley and Madar. All the members are independent in accordance with the NYSE
Rules. Its principal functions include:

— evaluation of candidates for board membership, including any nominations
of qualified candidates submitted in writing by shareholders to our
Secretary;

— making recommendations to the full Board of Directors regarding
directors' compensation;

- making recommendations to the full Board of Directors regarding Board of
Directors governance matters; and

- overseeing the evaluation of the Board and management of the Company.
Nomination of Director Candidates

The Governance Committee will consider candidates recommended by
shareholders for nomination as directors of the Company. Any shareholder
desiring to submit a candidate for consideration by the Governance Committee
should send the name of the proposed candidate, together with biographical data
and background information concerning the candidate, to the Governance
Committee, c/o our Secretary. The Governance Committee did not receive any
recommendation for a candidate from a shareholder or shareholder group as of
March 5, 2004.
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In recommending candidates to the Board of Directors for nomination as
directors, the Governance Committee's charter requires it to consider such
factors as it deems appropriate, consistent with our Policy Statement on
Significant Corporate Governance Issues. Such factors should include judgment,
skills, diversity, integrity, age, experience with comparable businesses, the
interplay of the candidate's experience with the experience of other Board
members, and the extent to which the candidate would be a desirable addition to

the Board of Directors and any committees of the Board. The Governance
Committee's evaluation of candidates recommended by shareholders does not differ
materially from its evaluation of candidates recommended from other sources.

A shareholder of record entitled to vote in an election of directors who
timely complies with the procedures set forth in our code of regulations and
with all applicable requirements of the Exchange Act and the rules and
regulations thereunder, may also directly nominate individuals for election as
directors at a shareholders' meeting. Copies of our Code of Regulations are
available by a request addressed to our Secretary.

Organization and Compensation Committee
The Organization and Compensation Committee held seven meetings in 2003.
Its membership consists of Messr. Madar, as Chairman, Messrs. Bersticker, Hoag,
Keithley, Lawrence, Pryor, Reddy, Robertson and Sherwin. Its principal functions
include:

- reviewing executive compensation;

- taking action where appropriate or making recommendations to the full
Board of Directors with respect to executive compensation;

- recommending the adoption of executive benefit plans;
- granting stock options and other awards; and
- reviewing and recommending actions to the full Board of Directors on
matters relating to management succession, retention and development and
changes in organization structure.
Retirement Plan Review Committee
The Retirement Plan Review Committee held three meetings in 2003. Its
membership consists of Messr. Sherwin as Chairman, and Messrs. Hoag, Keithley,
Pryor and Robertson. Its principal functions include:
— reviewing defined benefit pension plans as to current and future costs,
funded position, and actuarial and accounting assumptions used in

determining benefit obligations;

- establishing and reviewing policies and strategies for the investment of
defined benefit pension plan assets; and

- reviewing investment options offered under employee savings plans and the
performance of those investment options.

Board Attendance

Our Board of Directors held eight meetings in 2003. All of the directors
attended at least 75% of the Board and assigned committee meetings during 2003.
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Our policy is that directors are expected to attend all meetings, including the
annual meeting of shareholders. All of our directors attended last year's annual
meeting of shareholders.

DIRECTOR COMPENSATION

Each director who is not an officer of Brush Engineered Materials receives
an annual retainer fee of $16,500 for each calendar year. The Chairman of each
committee, if not an officer, receives an additional $5,000 on an annual basis
and the Chairman of the Audit Committee receives an additional $8,000 annually.
In addition, each director who is not an officer of Brush Engineered Materials
receives a meeting fee of $17,500 on an annual basis.

Brush Engineered Materials maintains a Deferred Compensation Plan for
Non-employee Directors. This plan provides each non-employee director the
opportunity to defer receipt of all or a portion of the compensation payable for
his services as a director. Brush Engineered Materials, in turn, transfers an
amount equal to the reduction in compensation to a trust, which is invested at
the director's discretion. The Deferred Compensation Plan for Non-employee
Directors was amended during 2001 to allow for additional investment choices as
may be approved by the Administrative Committee. Prior to the amendment, the
investment choices were limited to Brush Engineered Materials common stock or in
accordance with the Brush Engineered Materials investment policy. The amendment
permits a director who is age 55 or older to change his election with respect to
amounts previously credited to his account, and also permits a director,
regardless of age, to change his election from time to time with respect to
future additions to his deferred compensation account. A director may also elect
to receive a distribution of part or all of his deferred compensation account in
one or more distributions subject to a 10% penalty. Directors are encouraged to
take all or a portion of their compensation in the form of common stock. For
2002 and 2003, directors elected to receive an aggregate of $69,000 and $73,667
worth of Brush Engineered Materials common stock on a deferred basis under this
plan, respectively.

Dr. Charles F. Brush III, retired from our Board of Directors after over 45
years of continuous service, effective December 31, 2003, but will continue to
serve as Director Emeritus. Dr. Brush will continue to defer the receipt of
shares of Company common stock he previously received under the 1997 Stock
Incentive Plan for Non-employee Directors and has waived any right to receive
future awards under that plan.

We previously maintained a Stock Option Plan for Non-employee Directors,
which authorized a one-time grant of a non-qualified option to purchase 5,000
shares of Company common stock, at fair market value at the date of grant, to
each non-employee director who had never been an employee of the Company. There
are no more shares available under this plan. The 1997 Stock Incentive Plan for
Non-employee Directors, which replaced the Stock Option Plan for Non-employee
Directors, provides newly elected directors with the same one-time stock option
grant that was previously available under the Stock Option Plan for Non-employee
Directors. In addition, this plan provides for an automatic grant of 500
deferred shares of common stock to each eligible director on the business day
following the annual meeting of shareholders. During 2003, eight directors were
credited with 500 shares each of Company common stock.

An amendment to the 1997 Stock Incentive Plan for Non-employee Directors
was approved by shareholders at the 2001 annual meeting. Under the plan as
amended, each non-employee director receives the grant of an option to purchase
up to 2,000 shares of Brush Engineered Materials common stock annually. In 2003,
eight directors received stock option grants for 2,000 shares of common stock

10
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each at an exercise price of $5.59.

BENEFICIAL OWNERSHIP TABLE

The following table sets forth, as of February 16, 2004, information with
respect to the beneficial ownership of Brush Engineered Materials common stock
by each person known by Brush Engineered Materials to be the beneficial owner of
more than 5% of the common stock, by each present director of Brush Engineered
Materials, by executive officers of Brush Engineered Materials and by all
directors and executive officers of Brush Engineered Materials as a group.
Unless otherwise indicated in the note to this table, the shareholders listed in
the table have sole voting and investment power with respect to shares
beneficially owned by them. Shares that are subject to stock options that may be
exercised within 60 days of February 16, 2004 are reflected in the number of
shares shown and in computing the percentage of Brush Engineered Materials
common stock beneficially owned by the person who owns those options.

NUMBER OF PERCENT
SHARES OF CLASS

NON-OFFICER DIRECTORS
Albert C. BersStiCKer . i i ittt it it e e e e e et et et eeee e 25,184 (1) (2) *
David H. HOGG . t i ittt ittt et ettt ettt ettt eeeeeeeeeeaaeeeeees 21,101 (1) (2) *
Joseph P. Keilthley. ..ottt ittt it ittt e eeeeeeeeeeaaeens 16,090 (1) (2) *
William B. LAWEENCE e i v vttt et e ottt ottt et ee et eeeeeeeeeeeeenenn 5,000(1) *
Willdam P MAAAT . i i ittt ittt ettt ettt ettt ettt e eeeeeeanenn 32,189(1) (2) *
William G. PryOr . v v i ittt it e ettt et eeaeeeeeeeeneeaeeeeeenns 5,000(1) *
N. Mohan Reddy. ...ttt ittt teeeeeeeeeeeaeaeeeneenns 23,497 (1) (2) *
William R. RODEIESON. vt it ittt ittt et ettt ettt teeeeeeaenaens 42,065(1) (2) (3) *
John SherwWin, Tl .. i ittt et ettt ettt e eeeeeeeeneaneean 20,950 (1) (2) (4 *
NAMED EXECUTIVE OFFICERS
Gordon D. Harnet .. u vttt ittt ettt ettt ettt et ettt eeeeeenn 306,980 (1) 1.8%
Daniel A. SKOCH . i i it ittt ittt et et e e et e e et et e e e e e e 100,011 (1) *
JONN D. GraM @ .« v o e oo e v et oeeee e e e eeaoeeeeeseeaeeeeeeseeneeens 63,888 (1) *
All directors and executive officers as a group (including

the Named Executive Officers) (12 pPersons) .........eeee... 661,955 (5) —=
OTHER PERSONS
SSB Citi Fund Management LLC

388 Greenwich Street

New York, New York 10013 .. ...ttt tinntteeeeeeeeeneennnnn 3,178,651 (6) 18.5%
Dimensional Fund Advisors

1299 Ocean Avenue

Santa Monica, California.....c..u.e ittt teeeneennenns 1,181,720 (7) 6.9%
Brush Engineered Materials Inc. Savings and Investment

= o Ot 935,475(8) 5.4%

* Less than 1% of common stock.

11
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Includes shares covered by outstanding options exercisable
within 60 days as follows: Mr. Harnett 272,500 Mr. Skoch
97,000; Mr. Grampa 57,000; 5,000 for each of Messrs.
Lawrence and Pryor; 6,000 each for Messrs. Bersticker, Madar
and Sherwin and 11,000 each for Messrs. Hoag, Keithley,
Reddy and Robertson. Also includes 2,000 restricted shares
granted to Mr. Grampa in 2004 pursuant to the 1995 Stock
Incentive Plan, as amended, which are subject to forfeiture
if Mr. Grampa is not continuously employed in his current
capacity for a period of three years ending on February 3,
2007.

Includes deferred shares under the Deferred Compensation
Plan for Non-employee Directors, and 1997 Stock Incentive
Plan for Non-employee Directors as follows: Mr. Bersticker
18,684; Mr. Hoag 9101; Mr. Keithley 4,090; Mr. Madar 24,989;
Dr. Reddy 12,497; Mr. Robertson 20,565; and Mr. Sherwin
6,101.

Includes 500 shares owned by Mr. Robertson's wife of which
Mr. Robertson disclaims beneficial ownership.

Includes 4,647 shares owned by Mr. Sherwin's wife and
children of which Mr. Sherwin disclaims beneficial
ownership.

Includes 498,500 shares subject to outstanding options held
by officers and directors and exercisable within 60 days.

According to a Schedule 13G filed with the Securities and
Exchange Commission on February 17, 2004, as of December 31,
2003, Citigroup Inc. had shared voting power and shared
dispositive power over 2,256,471 shares; Salomon Smith
Barney Holdings Inc. had shared voting power and shared
dispositive power over 2,256,471 shares; and SSB Citi Fund
Management LLC, formerly SSBC Fund Management Inc., had
shared voting power and shared dispositive power over
2,049,021 shares. SSB Citi Fund Management LLC is a
wholly-owned subsidiary of Salomon Smith Barney Holdings
Inc. Salomon Smith Barney Holdings Inc. is a wholly-owned
subsidiary of Citigroup Inc. Each reported that it is an
Investment Advisor under either the Investment Advisors Act
of 1940 or a similar state law.

Dimensional Fund Advisors, an Investment Advisor registered
under the Investment Advisors Act of 1940, reported on a
Schedule 13G filed with the Securities and Exchange
Commission on February 6, 2004 that, as of December 31,
2003, it had sole voting and dispositive power with respect
to 1,181,720 shares. Dimensional possesses voting and
dispositive power by virtue of its role as investment
advisor to four investment companies registered under the
Investment Company Act of 1940 and as investment manager for
commingled group trusts and separate accounts. The shares
over which Dimensional exercises voting and dispositive
power are owned by the four investment companies and other

12
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group trusts and separate accounts and Dimensional disclaims
ownership of these shares.

(8) Fidelity Management Trust Company, trustee for the Brush
Engineered Materials Inc. Savings and Investment Plan holds
the shares in trust. All participants share voting power
with the trustee of the Plan with respect to shares
attributable to their accounts.

SECTION 16 (a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16 (a) of the Exchange Act requires our directors and officers and
persons who own 10% or more of our common stock to file reports of ownership and
changes in ownership on Forms 3, 4 and 5 with the Securities and Exchange
Commission. Directors, officers and 10% or greater shareholders are required by
Securities and Exchange Commission regulations to furnish us with copies of all
Forms 3, 4 and 5 they file.

Based solely on our review of copies of forms that we have received, and
written representations by our directors, officers and 10% or greater
shareholders, all of our directors, officers and 10% or greater shareholders
complied with all filing requirements applicable to them with respect to
transactions in our equity securities during the fiscal year ended December 31,
2003.
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SUMMARY COMPENSATION TABLE

The following table sets forth the before-tax compensation for the years
shown for Mr. Harnett and the remaining executive officers.

ANNUAL COMPENSATION (1)

BONUS ($)
SALARY ANNUAL SPECIAL TOTAL
NAME AND PRINCIPAL POSITION YEAR ($) (2) INCENTIVE (3) + AWARD (4) = BONUS
Gordon D. Harnett 2003 590,400 313,440(2) 597,425 910,865
Chairman of the Board, 2002 585,000 46,800 (2) 0 46,800
President and Chief 2001 583,366 0 0 0
Executive Officer
Daniel A. Skoch 2003 260,383 100,455(2) 85,531 185,986
Senior Vice President 2002 258,000 30,960 (2) 0 30,960
Administration 2001 257,808 0 0 0
John D. Grampa 2003 242,215 93,447 0 93,447
Vice President Finance 2002 240,000 28,800 (2) 0 28,800
and Chief Financial Officer 2001 239,231 0 0 0

SECURITI
UNDERLYI
OPTIONS

13

(#)

28,500
35,000
35,000

15,000
15,000
12,000

15,000
15,000
10,000



Edgar Filing: BRUSH ENGINEERED MATERIALS INC - Form DEF 14A

(1) Several columns and headings to this table have been omitted because no
compensation was reportable thereunder.

(2) Salary and Bonus for 2003, 2002 and 2001 includes compensation the executive
elected to replace with options to purchase property other than Brush
Engineered Materials securities under the Company's Key Employee Share
Option Plan as follows: Mr. Harnett $26,232, $23,100 and $31,050; Mr. Skoch
$5,481, $13,694 and $5,923 and Mr. Grampa $0, $20,000 and $30,000.

All Other Compensation for 2003, 2002 and 2001 includes amounts in
connection with options to purchase property other than Brush Engineered
Materials securities under the Company's Key Employee Share Option Plan as
follows: Mr. Harnett $6,558, $5,775 and $14,175; Mr. Skoch $1,370, $870 and
$6,251; and Mr. Grampa $0, $700 and $5,183.

The Key Employee Share Option Plan provides for options covering property
with an initial value equal to the amount of compensation they replace,
divided by 75%, and with an exercise price equal to the difference between
that amount and the amount of compensation replaced. Thus, the executive may
receive the increase or decrease in market value of the entire amount of the
property covered by the option, including the exercise price.

(3) The annual performance compensation plan provides for single-sum cash
payments that are based on achieving pre-established financial objectives
and other qualitative performance factors. For 2003, the amounts for the
annual performance plan were $313,440 and $100,455 under the Annual
Incentive column for the Bonus category for Mr. Harnett and Mr. Skoch,
respectively. See Compensation Committee Report on Executive Compensation on
page 13 under the category of "Annual Performance Compensation".

(4) In 2002, the Company discontinued its Supplemental Retirement Benefit Plan
for Mr. Harnett and Mr. Skoch in exchange for amounts paid in settlement of
the Company's obligation. In 2003, in lieu of a supplemental plan and in
order to retain a competitive position in the marketplace, the Committee
exercised its discretion to authorize a special award included under the
Special Award column for the Bonus category for 2003 for Mr. Harnett in the
amount of $597,425 and Mr. Skoch in the amount of $85,531. See Compensation
Committee Report on Executive Compensation on page 14 under the category of
"Special Award".

(5) Payout in 2003 was a cash award based on a two-year performance period
measured by improvement in the corporation's operating profit and working
capital from January 1, 2002 through December 31, 2003. See Compensation
Committee Report on Executive Compensation on page 13 under the category of
"Long-term Incentives."

(6) Except as noted in (2), amounts in All Other Compensation consist of Company
matching contributions to the Brush Engineered Materials Inc. Savings and

Investment Plan.
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OPTION EXERCISES IN LAST FISCAL YEAR

The following table provides information about stock options exercised by
the executive officers who are included in the Summary Compensation Table and
the value of each officer's unexercised options at December 31, 2003:
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NUMBER OF SECURITIES VAL
NUMBER OF SHARES UNDERLYING UNEXERCISED IN-
ACQUIRED VALUE OPTIONS AT DECEMBER 31, 2003 AT
NAME ON EXERCISE REALIZED EXERCISABLE/UNEXERCISABLE EXERC
Gordon D. Harnett........ - - 302,500/0
Daniel A. Skoch.......... —= - 97,000/0
John D. Grampa........... -— - 57,000/0
OPTION GRANTS IN LAST FISCAL YEAR
The following table provides information about stock option grants during
2003 to the executive officers who are included in the Summary Compensation
Table. There was one grant of options to the named executive officers during the
year.
INDIVIDUAL GRANTS POTE
———————————————————————————————————————— VA
NUMBER OF PERCENT OF ANNUA
SECURITIES TOTAL OPTIONS EXERCISE PRICE
UNDERLYING GRANTED TO OR BASE
OPTIONS EMPLOYEES IN PRICE EXPIRATION - ————-
NAME GRANTED FISCAL YEAR ($/SH) DATE 5%
Gordon D. Harnett........ouveeunnn. 28,500 12.04 $5.55 2/11/13 $99,
Daniel A. Skoch........... ... ..... 15,000 6.33 $5.55 2/11/13 $52,
John D. GrampPa...e.eeeeeneeeeenennn 15,000 6.33 $5.55 2/11/13 $52,

LONG-TERM INCENTIVE PLANS —-- AWARDS IN LAST FISCAL YEAR
No performance restricted shares or performance shares were awarded during
2003 pursuant to the 1995 Stock Incentive Plan, as amended.

EQUITY COMPENSATION PLAN INEFORMATION

The following table provides certain aggregated information relating to the
Company's equity compensation plans (including individual compensation plans, if

any) as of December 31, 2003:

NUMBER OF SECUR
REMAINING AVAILA
FUTURE ISSUANCE
EQUITY COMPENSATI

WEIGHTED-AVERAGE EXERCISE
PRICE OF OUTSTANDING

NUMBER OF SECURITIES TO BE
ISSUED UPON EXERCISE OF

OUTSTANDING OPTIONS, OPTIONS, WARRANTS AND (EXCLUDING SECU
WARRANTS AND RIGHTS RIGHTS REFLECTED IN COLU
PLAN CATEGORY (a) (b) (c)
Equity Compensation
Plans Approved by
Security Holders... 1,474,943 $15.78 472,331

Equity Compensation
Plans Not Approved
by Security
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