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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2003

Commission file number 0-16244

VEECO INSTRUMENTS INC.

(Exact name of registrant as specified in its arart

Delaware 11-2989601
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organizatiol Identification Number
100 Sunnyside Blvd.
Woodbury, NY 11797
(Address of principal executive office (zip code)

Registrant’s telephone number, including area cqf&6) 677-0200

Website:.www.veeco.com

Indicate by check mark whether the Registranthél filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastia@s: Yes® No O

Indicate by check mark whether the Registrant iaarelerated filer (as defined in Rule 12b-2 offxehange Act): Yesl No O

29,291,073 shares of common stock, $0.01 par yaushare, were outstanding as of the close ohbasion November 5, 2003.




SAFE HARBOR STATEMENT

This Quarterly Report on Form 10-Q (the “Reportihtains forward-looking statements within the magrof the Private Securities
Litigation Reform Act of 1995. Discussions contaigisuch forward-looking statements may be founiteims 2 and 3 hereof, as well as
within this Report generally. In addition, when dse this Report, the words “believes,” “anticipgte‘expects,” “estimates,” “plans,”
“intends,” and similar expressions are intendei¢mtify forward-looking statements. All forwarddking statements are subject to a number
of risks and uncertainties that could cause actsllts to differ materially from projected resuksictors that may cause these differences
include, but are not limited to:

. the dependence on principal customers and theceyciature of the data storage, telecommunicatidredéss,
semiconductor, research and industrial industries,

J rapid technological change and risks associatell thé acceptance of new products by individualausts and by the
marketplace,

. fluctuations in quarterly operating results,

. risk of cancellation or rescheduling of orders,

. risks associated with evaluating and pursuing a&tiippi opportunities and integrating acquired basses into our busine
. loss of key management or our inability to attiamd retain sufficient numbers of managerial, ergyiimg and other

technical persons,

. the highly competitive nature of industries in whithe Company operates,
. changes in foreign currency exchange rates, and
. the other matters discussed under the heading “famant’s Discussion and Analysis of Financial Cbadiand Results

of Operations” contained in this Report, in the Qamy’s Annual Report on Form 10-K for the year ehBecember 31,
2002, and in the Company’s Quarterly Report(s) omF10-Q filed since December 31, 2002.

Consequently, such forward-looking statements shbalregarded solely as the Company’s current pestsnates and beliefs. The

Company does not undertake any obligation to upaiayeforwardlooking statements to reflect future events oruwinstances after the date
such statements.

Available Information

We file annual, quarterly and current reports, infation statements and other information with teeusities and Exchange Commission
(the “SEC”). The public may read and copy any matemwe file with the SEC at the SEC’s Public Refere Room at 450 Fifth Street, N.W.,
Washington, D.C. 20549. The public may obtainiinfation on the operation of the Public ReferencerRdy calling the SEC at 1-800-
SEC-0330. The SEC also maintains an Internetfsitiecontains reports, proxy and information statets, and other information regarding
issuers that file electronically with the SEC. Tdulress of that site is http://www.sec.gov.

Internet Address

We maintain a website where additional informationcerning our business and various upcoming ewame found. The addre
of our website is www.veeco.com. We provide a timkour website, under Investors — Financial InNf&SEC Filings, through which
investors can access our filings with the SEC udiclg our Annual Report on Form 10-K, Quarterly Bep on Form 10-Q, Current Reports

on Form 8-K, and all amendments to those repdrtese filings appear on our Internet website vikdito the SEC site simultaneously to
their filing.
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Part I. Financial Information

Item 1. Financial Statements (Unaudited)

Condensed Consolidated Statements of Operations

Net sales
Cost of sale:
Gross profit
Costs and expense
Selling, general and administrative expe
Research and development expe
Amortization expens
Other expense, n
Restructuring expense, r
Operating los!
Interest expense, n
Loss before income taxi
Income tax benef
Net loss

Loss per common shal
Net loss per common she
Diluted net loss per common shi

Weighted average shares outstant
Diluted weighted average shares outstan

Veeco Instruments Inc. and Subsidiaries

(In thousands, except per share data)
(Unaudited)

See Accompanying Notes.
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Three Months Ended

September 30,

2003 2002
63,14 $ 72,75:
32,84t 38,40¢
30,29¢ 34,34¢
15,87 19,03:
10,97 13,91
3,267 3,197

14€ 18¢
1,80¢ 83
(1,75)) (2,060
2,05( 1,38¢
(3,807) (3,449
(1,692 (1,366
2,119 $ (2,087)
0.07) $ (0.07)
0.07) $ (0.07)
29,26: 29,13"
29,26 29,13




Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(In thousands, except per share data)

(Unaudited)
Nine Months Ended
September 30
2003 2002

Net sales $ 202,37: $ 230,24:
Cost of sale: 108,07: 126,95t
Gross profit 94,29¢ 103,28!
Costs and expense

Selling, general and administrative expe 52,02% 57,40¢

Research and development expe 33,49% 41,17:

Amortization expens 9,56: 10,11¢

Other income, ne (749) (56)

Restructuring expense, r 3,261 1,97(C
Operating los! (3,300 (7,322)
Interest expense, n 5,70¢ 4,35]
Loss from continuing operations before income t¢ (9,009 (11,677
Income tax benef (4,05¢6) (4,820
Loss from continuing operatiol (4,947 (6,859
Loss on disposal of discontinued operations, néads — (34¢)
Net loss $ (4,949 $ (7,199
Loss per common shat
Loss per common share from continuing operat $ 017 $ (0.29
Loss from discontinued operatio — (0.01)
Net loss per common she $ (0.17) $ (0.25)
Diluted loss per common share from continuing ofi@na $ 0.19) $ (0.29
Loss from discontinued operatio — (0.01)
Diluted net loss per common shi $ (0.179) $ (0.25)
Weighted average shares outstant 29,24t 29,08
Diluted weighted average shares outstan 29,24¢ 29,08:

See Accompanying Notes.
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Assets
Current Assets
Cash and cash equivalel

Accounts receivable, less allowance for doubtfalbants of $2,082 in 2003 and $2,815 in 2

Inventories

Prepaid expenses and other current a:
Deferred income taxe

Total current asse

Property, plant and equipment at cost, less acatedildepreciation of $60,747 in 2003 and $56,8

2002
Goodwill

Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(In thousands)

Purchased technology, less accumulated amortizafid22,548 in 2003 and $15,287 in 2(
Other intangible assets, less accumulated amadizaf $13,517 in 2003 and $11,215 in 2(

Long-term investment
Deferred income taxe
Other assets, n

Total asset

Liabilities and shareholders equity
Current Liabilities:

Accounts payabl

Accrued expense

Deferred profit

Income taxes payab

Current portion of lon-term debt
Total current liabilities

Long-term debt, net of current portic
Other nor-current liabilities

Shareholder equity
Total liabilities and sharehold¢ equity

See Accompanying Notes.

6

September 30, December 31,
2003 2002
(Unaudited)
$ 215,15¢ $ 214,29¢
62,91: 68,77,
86,07« 86,25(
14,32+ 18,39:
27,96 31,54¢
406,43 419,26
55,55¢ 55,87:
33,78 30,65¢
34,02( 39,33
13,08 14,42t
13,31¢ 17,48
39,497 28,88¢
72E 89¢
$ 596,41 $ 606,81¢
$ 14,17: $ 13,07¢
37,84 44,99:
2,368 5,96¢
4,821 3,80¢
32¢ 31z
59,52¢ 68,157
230,02( 230,27
1,104 81t
305,76( 307,57:
$ 596,41 $ 606,81¢




Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(In thousands)
(Unaudited)

Operating Activities

Net loss
Adjustments to reconcile net loss to net cash piedviby (used in) operating activitie
Depreciation and amortizatic
Deferred income taxe
Stock option income tax bene
Other
Loss on disposal of discontinued operati
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Accounts payabl
Accrued expenses, deferred profit and other cutiguitities
Other, ne
Net cash provided by (used in) operating activi
Investing Activities

Capital expenditure

Net assets of business acqui

Proceeds from sale of assets held for

Proceeds from sale of property, plant and equipi
Proceeds from sale of industrial measurement bsis
Net maturities of lon-term investment

Net cash (used in) provided by investing activi
Financing Activities

Proceeds from stock issuar

Repayment of lor-term debt, ne

Proceeds from issuance of I-term debr

Payment for debt issuance cc

Net cash provided by financing activiti

Effect of exchange rates on cash and cash equts:
Net change in cash and cash equival

Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe
See Accompanying Notes.
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Nine Months Ended
September 30

2003 2002
4,947 $ (7,199
17,16¢ 21,09(
(6,941) (9,050)

157 99C
(219) 414
— 34¢
8,001 10,48¢
2,61¢ (2,595)
08¢ 1,34(
(10,315 (23,277)
354 (6,107)
6,862 (13,557
(6,464) (6,275
(5,980) —
2,332 —
— 1,79C

— 3,75(
4,16t 1,581
(5,947 84z
36¢ 984
(237) (1,239
— 20,00(

— (1,279

131 18,47-
(184) (1,275)
864 4,48¢
214,29 203,15
21515¢( $ 207,64(




Veeco Instruments Inc. and Subsidiaries
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit accounting
principles generally accepted in the United Stéde#terim financial information and with the imsttions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not includéadlthe information and footnotes required by aoding principles generally accepted in
the United States for complete financial statemdntthe opinion of management, all adjustmentssim®red necessary for a fair presentation
(consisting of normal recurring accruals) have heetuded. Operating results for the nine monthdeeinSeptember 30, 2003 are not
necessarily indicative of the results that may Xygeeted for the year ending December 31, 2003furthrer information, refer to the financial
statements and footnotes thereto included in thegamy’s Annual Report on Form 10-K for the yeareh®ecember 31, 2002.

Loss per share is computed using the weighted gearamber of common shares outstanding duringehiegh Diluted loss per
share is computed using the weighted average nuafls®mmon and common equivalent shares outstarttiirigg the period. The effect of
common equivalent shares of approximately 329,0@02#2,000 for the three and nine months endece8dgar 30, 2003, respectively, and
159,000 and 290,000 for the three and nine monmtted September 30, 2002, respectively, were auntiiell, therefore diluted loss per share
is not presented for such periods.

The following table sets forth the reconciliationdduted weighted average shares outstanding:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
(In thousands) (In thousands)
Weighted average shares outstant 29,26: 29,13 29,24t 29,08:
Dilutive effect of stock options and warra — — —
Diluted weighted average shares outstan 29,26: 29,13i 29,24¢ 29,08!

In addition, the effect of the assumed conversiosubordinated convertible notes into approximage® million common equivalent
shares is antidilutive for the three and nine msmthded September 30, 2003 and 2002, respectaradytherefore is not included in the ab
diluted weighted average shares outstanding.

The Company accounts for its stock option plansutite recognition and measurement principles afofioting Principles Board
Opinion No. 25Accounting for Sock Issued to Employees, and related interpretations. No compensation ex@en®flected in net loss, as all
options granted under the stock option plans hagkarcise price equal to the market value of thaedging common stock on the date of
grant. The following table illustrates the effeatioet loss and loss per share if the Company hplieaghe fair value recognition provisions,
under which compensation expense would be recogm@igéncurred, of SFAS No. 12&¢counting for Stock-Based Compensation, to stock-
based employee compensation:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
(In thousands, except per share amounts)

Net loss, as reporte $ (2,115 $ (2,089 $ (4,947) $ (7,199
Deduct: Total stock-based employee compensation

expense determined under fair value based method

for all awards, net of related tax effe (3,827) (5,487 (12,45 (15,286

&
&
&

Pro forma net los $ (5,939 (7,569) (17,399 (22,48

Loss per common shat

Net loss per common share, as repo $ (0.0 $ (0.0 $ 0.17) $ (0.25)
Net loss per common share, pro for $ (0.20 $ (0.26) $ (059 $ (0.77)
Diluted net loss per common share, as repc $ (0.07) $ (0.0 $ 0.17) $ (0.25)
Diluted net loss per common share, pro fo $ (0.20) $ (0.26) $ (0.59) $ (0.77)




Reclassifications

Certain amounts in the 2002 consolidated finarstetlements have been reclassified to conform t@@0& presentation.
Note 2—Balance Sheet Information
Inventories

Interim inventories have been determined by loviarost (principally first-in, first-out) or markelaventories consist of (in
thousands):

September 30, December 31,
2003 2002
Raw material $ 4594¢ $ 48,657
Work-in-progress 21,70¢ 21,76:
Finished good 18,41¢ 15,83(
$ 86,07¢ $ 86,25(

Accrued Warranty

The Company estimates the costs that may be ircturrder its warranty and records a liability in #/eount of such costs at the ti
the related revenue is recognized. Factors thatiffie Company’s warranty liability include histal and anticipated rates of warranty
claims and costs per claim. The Company periodicdbesses the adequacy of its recorded warrabfiity and adjusts the amount as
necessary. Changes in the Company’s warrantylitiaduring the period are as follows (in thousands

Balance as of January 1, 2C $ 4,481
Warranties issued during the per 1,56¢
Settlements made during the per 2,777
Changes in liability for pr-existing warranties during the period, includingieations (79
Balance as of September 30, 2( $ 4,20¢
Note 3—Segment Information
The following table represents the reportable pevdagments of the Company, in thousands:
Unallocated
Process Corporate Restructuring
Equipment Metrology Amount Charges Total
Three Months Ended September 30, 20C
Net sales $ 24,89 $ 38,25: $ — % — % 63,144
(Loss) income from continuing operations befor
interest, taxes and amortizati (579 5,572 (1,690 (1,809 1,50¢
Three Months Ended September 30, 20C
Net sales 30,49t 42,25¢ — — 72,75
(Loss) income from continuing operations before
interest, taxes and amortizati (7,362 10,07: (1,489 (83 1,137
Nine Months Ended September 30, 2003
Net sales 88,77¢ 113,59: — — 202,37:
Income (loss) from continuing operations before
interest, taxes and amortizati 1,592 14,53¢ (6,607) (3,26)) 6,26:
Total asset 159,55¢ 139,29: 297,56:. — 596,41:
Nine Months Ended September 30, 20C
Net sales 112,27( 117,97: — — 230,24
(Loss) income from continuing operations befor
interest, taxes and amortizati (11,619 21,88’ (5,509 (2,970 2,79
Total asset $ 301,64 $ 139,18 $ 309,08 $ — 8 749,91t




Corporate total assets are principally comprisechsh and deferred tax assets.

The following table outlines the components of geiicoy business segment at September 30, 200Dawegmber 31, 2002 (in
thousands):

September 30,

2003 December 31, 200:
Process Equipmel $ 8,41: $ 8,41%
Metrology 25,36¢ 22,24%
Total $ 33,78: § 30,65¢

Note 4 — Comprehensive Loss

As defined by the Financial Accounting Standardafq“FASB”), comprehensive loss/income is the gjeaim equity of a business
enterprise from transactions, other events, amdigistances from nonowner sources during a pefibe. Company incurred a total
comprehensive loss of $0.2 million and $2.3 millfor the three and nine months ended Septemb&0B3, respectively, and a total
comprehensive loss of $2.7 million and $4.7 millfor the three and nine months ended Septemb&QB2, respectively. The Company’s
comprehensive loss is comprised of net loss, fareigrency translation adjustments and minimum ipangbility.

Note 5 — Recent Accounting Pronouncements

In November 2002, the FASB’s Emerging Issues Taské-(“EITF”) finalized EITF Issue No. 00-21 (EITI®-21),Revenue
Arrangements with Multiple Deliverables. EITF 00-21 addresses the issue of how to determiether an arrangement involving multiple
deliverables contains more than one unit of acdngntEITF 00-21 also addresses how arrangemersiaderation should be measured and
allocated to the separate units of accountingeratinangement. However, it does not address wWieeariteria for revenue recognition are |
or provide guidance on the appropriate revenuegr@tion convention for a given unit of accountifdTF 00-21 is effective for all revenue
arrangements entered into in fiscal periods begmafter June 15, 2003. Upon adoption, entities alegt to either apply EITF 00-21
prospectively or report the change in accounting asmulative-effect adjustment. The Company aabpt@ F 00-21 effective July 1, 2003.
The adoption of EITF 00-21 did not have a matengdact on the consolidated financial position @autées of operations of the Company.

In January 2003, the FASB issued FASB Interpretaiio. (“FIN") 46, Consolidation of Variable Interest Entities. FIN 46 requires
certain variable interest entities to be conso#iddiy the primary beneficiary of the entity if thguity investors in the entity do not have the
characteristics of a controlling financial interesdo not have sufficient equity at risk for theigy to finance its activities without additional
subordinated financial support from other partidsl 46 is required to be applied to preexistingtess of the Company as of December 31,
2003 for companies reporting on a calendar yeasb@aB\ 46 is required to be applied to all newitiag with which the Company becomes
involved beginning February 1, 2003. The adoptibRIbl 46 is not expected to have a significant ictpan the consolidated financial
position or results of operations of the Company.

On January 1, 2003, the Company adopted Staterh€&irtancial Accounting Standards (“SFAS”) No. 14@counting for Costs
Associated with Exit or Disposal Activities. SFAS No. 146 addresses the accounting and repddirgpsts associated with exit or disposal
activities and nullifies EITF Issue No. 9443ability Recognition for Certain Employee Termination Benefits and Other Coststo Exit an
Activity (including Certain Costs Incurred in a Restructuring ). It also substantially nullifies EITF Issue N&8-10,Costs Associated with
Lease Modification or Termination. SFAS No. 146 is effective for exit or disposaliates initiated after December 31, 2002. The effef
the adoption of SFAS No. 146 did not have a mdtaripact on the Company’s consolidated financiaifon or results of operations.

In April 2003, the FASB issued SFAS No. 148nendment of Statement 133 on Derivative Instruments and Hedging Activities .
SFAS No. 149 amends and clarifies financial acdagrand reporting for hedging activities and detiik@instruments including certain
derivative instruments embedded in other contr&RAS No. 149 is effective for contracts enteread or modified after June 30, 2003. The
adoption of SFAS No. 149 did not have a matenmgdact on the Company’s financial position or resoftoperations.

In May 2003, the FASB issued SFAS No. 1B6counting for Certain Financial Instruments with Characteristics of Both Liabilities
and Equity . SFAS No. 150 requires that certain financialrunstents that, under previous guidance, could bewated for as equity be
classified as a liability in the balance sheet. fdvlic companies, the statement is effective imatety for financial instruments entered into
or modified after May 31, 2003 and is otherwiseetifve at the beginning of the first quarter comaoieg after June 15, 2003. The adoptio
SFAS 150 did not have a material effect on the gamy’s financial position or results of operations.
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Note 6—Restructuring
Restructuring

In response to the significant decline in the bessnenvironment and current market conditionsCidvapany has restructured its
business and operations. The actions giving riskgaestructuring charges described below weréemented in order for Veeco to remain
competitive and such actions are expected to levieéico by reducing future operating costs.

2003 Restructuring Charges

During the three months ended September 30, 2063Z6mpany incurred a restructuring charge of apprately $1.8 million
related to the reduction in work force announcethefourth quarter of 2002, as a result of thetiooed decline in the markets in which the
Company operates. This charge includes severatated costs for approximately 50 employees, whicluded management, administrat
and manufacturing employees located at the Compdgrt Collins, Colorado, and Plainview, New Yorkgess equipment operations, the
San Diego, Sunnyvale and Santa Barbara, CalifemiaTucson, Arizona metrology facilities and thiesand service office located in
Munich, Germany. As of September 30, 2003, appnately $0.6 million has been paid and approxima$dly. million remains accrued. Of
this amount, approximately $0.5 million is expectedbe paid by the end of 2003 and approximately lllion is to be paid in equal
payments on a monthly basis through the third guaft2005.

During the three months ended June 30, 2003, thep@oy incurred a restructuring charge of approxéiye#0.8 million related to
the reduction in work force announced in the fouytlarter of 2002, as a result of the continuedidedh the markets in which the Company
operates. This charge included severance relattd far approximately 50 employees, which includethagement, administration and
manufacturing employees located at the CompanysEallins, Colorado, and Plainview and Rochestew York process equipment
operations, the San Diego and Santa Barbara, @affand Tucson, Arizona metrology facilities ahd sales and service office located in
Munich, Germany. As of September 30, 2003, appnately $0.6 million has been paid and approxima$@ly2 million remains accrued, w
the majority of this balance to be paid by the ehd003.

During the three months ended March 31, 2003, tra&any incurred a restructuring charge of approteigab0.7 million related to
the reduction in work force announced in the fouytlarter of 2002. This charge included severariege costs for approximately 20
employees, which included both management and raaturfing employees located at the Company’s Foltt@pColorado and Plainview
and Rochester, New York process equipment opesatids of September 30, 2003, approximately $0.5ianihas been paid and
approximately $0.2 million remains accrued, aneigected to be paid by the end of 2003.

A reconciliation of the liability for the restruaing charge for the first, second and third quart#r2003 for severance related cos
as follows (in millions):

Third Second First
Quarter Quarter Quarter
2003 Charge 2003 Charge 2003 Charge

Charged to accrui $ 1€ $ 0.8 $ 0.7
Cash payments during the quarter ended March 33 — — 0.2
Cash payments during the quarter ended June 38, — 0.t 0.2
Cash payments during the quarter ended Septemb2068 0.€ 0.1 —
Balance as of September 30, 2003 $ 1.2 $ 02 $ 0.2

2002 Merger and Restructuring Charges

The Company recorded merger and restructuring elsasfapproximately $124.0 million during the fduguarter of 2002. The
$124.0 million charge consisted of a $15.0 milliomentory write-down (included in cost of sales}lwe process equipment segment, due to
the rationalization and discontinuance of certaodpct lines, $2.6 million of personnel and bussedocation costs, $6.4 million of merger-
related expenses, $0.3 million for a prepaymenajpgmn the early extinguishment of debt and $%8ilfion of asset impairment charges,
primarily in the process equipment segment. The®8@8llion of asset impairment charges include®4.4 million writedown of goodwill, &
$3.5 million impairment of two buildings and a $1filion impairment of other fixed assets.

The $2.6 million charge for personnel and busimekxation costs included severance costs of appedgrly $1.6 million and
business relocation costs of approximately $1.@anil The severance charges related to a workfierdaction of approximately 180
employees, located in all operations of the Compahg majority of the job classifications affectedre in production, purchasing,
engineering, service, sales and marketing and eareentrated in the process equipment segmenm@&ssrelocation costs of $1.0 million
included costs related to rental payments andéseléermination fees on lease agreements relatilogations vacated by the
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Company. In addition, the business relocation costsded operating costs of the Rochester fadilint had ceased manufacturing operations
as of December 31, 2002. Operating costs will comtito be incurred while the building is being neaekd for sale and until such time that
sold. As of September 30, 2003, the entire acatidl.6 million for termination benefits has beexid As of September 30, 2003,
approximately $0.9 million of business relocatiasts have been paid and approximately $0.1 mitikonains accrued. The remainder is
anticipated to be paid monthly through the thirdmer of 2005.

On July 11, 2002, the Company entered into a mexgerement with FEI Company (“FEI"), headquartaredillsboro, Oregon. On
January 8, 2003, the agreement was terminated oMaearred approximately $6.4 million in expenselated to the proposed merger with
FEI. Merger-related costs were initially accounfedas an asset, and the Company intended to &didlcase direct costs to the purchase price
of the acquisition. However, due to the terminatibthe merger agreement, these costs were woffeturing the fourth quarter of 2002.
These costs included legal, accounting, tax, imrest banking and regulatory fees and printing c&tsing the second quarter of 2003, the
established accrual of $6.4 million was expendad,an additional liability of $0.5 million was aced due to unforeseen additional costs
incurred. As of September 30, 2003, the remainh§ $illion accrual has been paid.

During the three months ended September 30, 2B62Z;6mpany incurred a restructuring charge of apprately $0.9 million
related to cost reduction efforts in response tttinaing poor industry conditions and the decredsedl of new orders. The $0.9 million
charge included severance related costs for appaigly 40 management and manufacturing employéesipelly located in the process
equipment segment. This charge was offset in paaipproximately $0.8 million of income related he tsettlement of a post-retirement
benefit plan of the process equipment segmentof September 30, 2003, approximately $0.7 millias been expended. During the second
quarter 2003, the Company determined that the mngg$0.2 million was no longer necessary and #larite was reversed into the
restructuring charge.

During the three months ended June 30, 2002, tinep@ny incurred a restructuring charge of approxahyel.1 million related to
the reductions in work force announced in the foguarter of 2001 and the first quarter of 2002 ¥.1 million charge included severance
related costs for approximately 30 employees, whicluded both management and manufacturing empkpencipally located in the
process equipment segment. As of September 30, 2pPBoximately $1.0 million has been expendedtaadCompany determined that the
remaining $0.1 million was no longer necessarytaedalance was reversed into the restructuringgehduring the third quarter of 2003.

A reconciliation of the fourth quarter 2002 liabjlfor personnel, business relocation and merdate® costs is as follows (in
millions):

Accrued
Accrued Business Accrued
Severance Costs Relocation Costs Merger Costs
Charged to accrui $ 1€ $ 1C $ 6.4
Cash payments through December 31, 2 1.C 0.1 3.7
Cash payments during the quarter ended March 33 0.€ 0.2 2.4
Cash payments during the quarter ended June 38, — 0.4 0.3
Charged to accrual during the quarter ended Jun2C0RB — — 0.t
Cash payments during the quarter ended Septemb2068 — 0.2 0.5
Balance as of September 30, 2003 $ 0C $ 01 $ 0.C

2001 Restructuring Charges

During the year ended December 31, 2001, the Coynanorded restructuring charges of approximat2ly.@ million in response
the significant downturn in the telecommunicatiamdustry and the overall weak business environnidnis downturn has affected Veeco'’s
customers’ ability to purchase capital equipmerntaas evidenced by a significant decline in thesordte for the Company’s products. The
$20.0 million charge consisted of a $13.6 millionteroff of inventory (included in cost of salegJated to order cancellations and the
rationalization of certain product lines, $3.0 ioifl related to personnel costs and business rédocand $3.4 million related to the write-
down of long-lived assets. Of the $13.6 million teroff of inventory, approximately $9.6 million wassociated with the Company’s process
equipment segment, which sells primarily to thedemmunications and data storage industries, amabamately $4.0 million related to
Veeco’'s metrology segment, which sells mainly ® $kmiconductor, research and data storage inesisBuring 2001, Veeco experienced a
significant amount of order cancellations for protufor which many of the raw materials had beemlpased prior to the cancellation date
due to the amount of lead-time necessary to buddyrof these tools. The $3.0 million charge forspenel and business relocation costs
principally related to plant consolidations and @rkforce reduction of approximately 230 employdesated in all operations of the
Company. The majority of the job classificationatttvere eliminated included manufacturing, salesraarketing, and was necessary due to
the downturn in the economy. As of September 3032@pproximately $2.6 million of personnel andibess relocation costs have been
paid, $0.2 million relating to severance was deeomatecessary and
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was reversed into the restructuring charge dutiegsecond quarter of 2003, and $0.2 million rel&dulusiness relocation remains accrued.
This liability relates to rental payments on a keagreement for space the Company has vacateditube waid over the next three years. -
write-down of long-lived assets to estimated failue related primarily to the write-off of goodwdlhd intangible assets acquired in
connection with the SLC product line of approxinia®2.5 million, as well as the write-down of ceéntanachinery and equipment of
approximately $0.9 million, which was deemed toéaw future value.

A reconciliation of the 2001 liability for persordrend business relocation costs is as follows (ilians):

Accrued Accrued
Severance Costs Lease Costs
Charged to accrui $ 2€ $ 0.4
Cash payments through December 31, z 1.2 —
Cash payments through December 31, 2 1.2 0.1
Cash payments during the quarter ended March 33 —
Cash payments during the quarter ended June 36, — 0.1
Reversal of prior period accrual during the quagteded June 30, 20( 0.2 —
Cash payments during the quarter ended Septemb2038 — —
Balance as of September 30, 2003 $ 0C $ 0.2

Note 7 — Recent Events
Acquisition

On June 5, 2003, the Company acquired the atorme fmicroscope (AFM) probe business of NanoDeiiecegrporated
(“NanoDevices”) based in Santa Barbara, California, for cash gpotential future cash earn out payment. Nanol@sveupplies probes a
other components of the nanometer scale in atoonoefmicroscopy. The acquisition was accountedisarg the purchase method of
accounting. Results of operations prior to theusition are not material to the Condensed Conatdidl Statements of Operations for the
three and nine months ended September 30, 2008 reBhlts of operations for NanoDevices for thegokeirom June 6, 2003 through
September 30, 2003 are included within the metsotgerating segment of the Company in the accomipgrondensed Consolidated
Statements of Operations for the three and ninetlmsanded September 30, 2003.

Litigation

On September 17, 2003, the Company filed a lavistite United States District Court for the Cenatrict of California against
Asylum Research Inc. The lawsuit alleges that thaeufacture, use and sale of Asylum’s MFP-3D atdiaiice microscope constitute willful
infringement of five patents owned by the Compasywell as other claims. The Company is suing fmpecified monetary damages and a
permanent injunction to stop infringement. Asylsraiprivately held company founded by former Veecployees.

Note 8 — Subsequent Events

On November 3, 2003, the Company purchased thassets of Emcore Corporation’s (‘Emcore”) metakbmig chemical vapor
deposition (“MOCVD”) business for $60 million in glaand an earnout feature that could require theg@aay to pay up to an additional $20
million based upon the achievement of future resulthe purchased MOCVD business includes thesaeseessary for engineering, design
and manufacturing of MOCVD (TurboDisc) systems iagdrom R&D to high-volume production systems, thesiness unis manufacturin
facility and applications lab located in Somersiw Jersey and Emcore’s significant MOCVD intelledtproperty. It is expected that
approximately 120 employees of Emcore involvedchis TurboDisc business will become employees of Wedithe acquisition will be
accounted for under the purchase method of acaauntt this time, the purchase price allocationtfas transaction has not yet been
completed. Further information regarding this saation, including the purchase price allocatioifl, lwe included in the Company’s Form 10-
K for the year ending December 31, 2003.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.
Results of Operations.
Three Months Ended September 30, 2003 and 2002

Net sales of $63.1 million for the three monthsezh@eptember 30, 2003, represent a decrease ainfilon, or 13%, from the 20(
comparable period of $72.8 million, resulting frandecrease in process equipment product salé&s®hdllion and a $4.0 million decline in
metrology sales. Sales in the U.S., Europe, Japdi\aia Pacific, accounted for 38%, 15%, 21% arfb2@spectively, of the Comparsyhet
sales for the three months ended September 30, 3305 in the U.S. decreased 23% from the priar.y&his decrease was a result of a .
decline in process equipment sales, plus a 12%edserin metrology sales from reduced atomic foriceascope (AFM) sales to
semiconductor and scientific research custometes$aEurope decreased 27%, mostly due to a $ilidmdecrease in automated AFM
sales, primarily to semiconductor customers, afidl.& million decrease in molecular beam epitaxy B\Bprimarily in scientific research a
telecom/wireless. Japan and Asia Pacific incre&8ednd 3%, respectively. The increase in Japenego a $2.3 million increase in process
equipment, mostly etch and deposition sales tal#tie storage industry, partially offset by a $1illiom decline in metrology, mostly resea
AFMs sold to scientific research customers. Thegase in Asia Pacific is due to increases in rfagyoof $2.0 million, mostly AFMs and
slider crown systems, offset by a $1.5 million @aae in process equipment, with declines in etdrdaposition equipment sales to the data
storage industry partially offset by a $3.5 millimerease in MBE sales to telecommunications custemThe Company believes that there
will continue to be quarter-to-quarter variationgtie geographic concentration of sales.

Process equipment sales of $24.9 million for tleetmonths ended September 30, 2003, decreasegi®dynlion, or 18%, from th
comparable 2002 period. The decrease in procesgrequt sales was in both etch and deposition prsgdpdncipally to the data storage
industry. Metrology sales of $38.2 million for ttteee months ended September 30, 2003 declinefld®®ocomparable prior period sales of
$42.2 million, a result of a $4.5 million drop iales of AFM products, predominantly to the semiaandr industry, offset in part by a $0.5
million increase in sales of optical metrology gmuent.

Veeco received $64.0 million of orders during theee months ended September 30, 2003, an 8% deaearpared to $69.4 millic
for the comparable 2002 period. Process equipnreiers decreased 10% to $27.2 million, principattyitautable to a $6.8 million decline in
orders for MBE equipment to the telecom/wireless semiconductor industries, partially offset by3a@million increase in etch and
deposition equipment. Metrology orders for thee¢hmonths ended September 30, 2003 decreased bpBthe comparable 2002 perioc
$36.9 million. This is a result of a $1.7 millidecrease in orders for AFM products, mainly testfic research customers, and a $0.6
million decrease in orders for optical metrologyigment. The Company’s third quarter book/biliadbr 2003, which is calculated by
dividing orders received in a given time periodrbyenue recognized in that same time period, waiktb. 1.

The order and sales declines continue to be atrefstile general economic slowdown that has hagra significant impact on the
wireless telecommunications, data storage and sewicctor markets that the Company serves.

The Company'’s backlog of approximately $81.1 millet September 30, 2003, generally consists ofyatoatders for which
purchase orders have been received and which laeelgled for shipment within twelve months. Veedoeestules production of its systems
based on order backlog and customer commitmentalBe certain of the Company’s orders require mtsdo be shipped in the same
quarter in which the order was received, and dymssible changes in delivery schedules, canaatisitdof orders and delays in shipment, the
Company does not believe that the level of backlogny point in time is an accurate indicator & @ompany’s future performance. Due to
the current weak business environment, the Compaayexperience cancellation and/or reschedulirgraérs. The Company had order
cancellations of approximately $0.4 million duritigg quarter.

Gross profit for the three months ended Septem®e2@03, was $30.3 million, or 48.0% of net satesnpared to 47.2% in the
second quarter of 2002. The gross margin improvénoedB.0% was achieved, despite a $9.6 millioesablume decrease, as a result of a
higher concentration of metrology sales, which hsigaificantly higher gross margins than proceasmgent. In addition, process
equipment gross margins improved from 31.1% in20@?2 third quarter to 39.6% in the 2003 third gesaldrgely as a result of the plant
consolidations and reductions in employment comreéma the fourth quarter of 2002.

Selling, general and administrative expenses of%dbllion for the three months ended Septembe2B03, decreased by
approximately $3.2 million from the second quade2002, due to the effect of cost reduction effamiplemented by the Company beginr
in the fourth quarter of 2002 and continuing throtige third quarter of 2003, as well as a decreaselling and compensation expenses.

Research and development expenses of $11.0 midiithe three months ended September 30, 2003¢ased by approximately
$2.9 million, or 21%, from the comparable perio®0D2, as a result of the efficiencies achieveduh the site consolidations implemented
in the fourth quarter of 2002, principally in preseequipment.
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Amortization expense totaled $3.3 million for theete months ended September 30, 2003, remainmg@nparable level to the
third quarter of 2002.

During the three months ended September 30, 2063Z6mpany incurred a restructuring charge of apprately $1.8 million
related to the reduction in work force announcethefourth quarter of 2002. This charge includasesance related costs for approximately
50 employees, which included management, admitistrand manufacturing employees located at the g2amy's Fort Collins, Colorado,
and Plainview and Rochester, New York process eqelift operations, the San Diego, Sunnyvale, anch®artara, California and Tucson,
Arizona, metrology facilities and the sales andiseroffice located in Munich, Germany. A charde$0.9 million was taken in the
comparable quarter of 2002, mostly for severaniege® costs for approximately 40 employees, inclgdioth management and
manufacturing employees principally located in phecess equipment segment. This charge was dfjsapproximately $0.8 million of
income related to the settlement of a post-retirgrbenefit plan in the process equipment segmastof September 30, 2003, approximately
$0.6 million of the 2003 charge has been paid glaximately $1.2 million remains accrued, with thajority of this balance to be paid by
the end of 2003.

Interest expense, net, of $2.1 million for the éhmeonths ended September 30, 2003, increased $iichrfrom the comparable
2002 period due to a reduction in interest incoaraed as a result of lower interest rates.

Income taxes for the three months ended Septenth@083 amounted to a $1.7 million income tax bignaf 44% of loss before
income taxes, as compared to $1.4 million, or 40%ss before income taxes, for the same perid2DOR. The higher than statutory effect
benefit rate of 44% in 2003 and 40% in 2002 issalteof the impact of foreign tax credits and statebenefits.

Nine Months Ended September 30, 2003 and 2002

Net sales were $202.4 million for the nine monthdezl September 30, 2003, representing a decreagpaiximately $27.9 millior
or 12%, from the comparable 2002 period. The deeréaprimarily as a result of a $23.5 million 2486, decrease in process equipment
sales. Sales in the U.S., Europe, Japan and AsificRaccounted for 38%, 17%, 22% and 23%, respeltj of the Company’s net sales for
the nine months ended September 30, 2003. Satks 1d.S. decreased by 26%, principally attributabla $24.9 million decrease in process
equipment sales, $19.9 million in etch and depasigiroducts, mostly to the data storage indusgyyell as a $3.5 million decline in MBE
sales, predominantly to the wireless telecommuitinatindustry. Metrology sales in the U.S. deceeab2.3 million compared to the 2002
comparable period due to lower sales across abmpapduct lines. Sales in Europe declined by 1p#ficipally due to a 31% decline in the
sale of process equipment products. Sales in Japegased by 15%, primarily as a result of a $8illion increase in etch and deposition
sales partially offset by a $1.4 million declinenvetrology sales, mostly AFMs. APAC sales weréfflam the nine months ending 2003 to
the comparable period in 2002, with sales by thpnmoduct lines relatively stable.

Process equipment sales were $88.8 million fonthe months ended September 30, 2003, a decreappaiximately $23.5 millio
from the comparable 2002 period. This is principak a result of a $12.9 million and $6.9 milli@duction in sales of etch and deposition
products to the data storage and wireless telecaniwations industries, respectively. Metrology sdt@sthe nine months ended
September 30, 2003, were $113.6 million, down 4% gared to the $117.9 million of sales during th@26omparable period. The princi
decrease came from the optical metrology busimsgn 10%, mostly to scientific research customers.

Veeco received $200.8 million of orders for theenmmonths ended September 30, 2003, an 8% decreapaied to $217.9 million
of orders in the comparable 2002 period. Procespptent orders decreased 12% to $93.0 millioneotifig a $12.7 million decrease in M
products. Metrology orders decreased 4% to $1@MIBn due to a 5% decrease in AFM orders. The Gany’s book/bill ratio for the nine
months ended September 30, 2003 was 0.99 to 1.

Gross profit for the nine months ended Septembg2@03, as a percentage of net sales increasegi@®o4from 44.9% in the
comparable 2002 period. The improvement in graagyim percentage in 2003, despite a 12.1% salesnatecline, is primarily attributable
to a higher concentration of metrology sales, wiiake significantly higher average gross margirtsthe improvement of gross margin
percentage in process equipment from 33.9% in ithee months ended 2002 to 39.3% in the nine momnidse@ 2003. The process equipment
gross margin percentage improvement is the restitteoplant consolidations and reductions in emplegit commenced in the fourth quarter
of 2002.

Selling, general and administrative expenses of@sbgllion for the nine months ended September2B03, represent a decrease of
approximately $5.4 million from the comparable 2@@2iod, principally due to a decrease in sellirRgense resulting from reduced
personnel, occupancy and advertising spendingsiporese to the decreased sales volume.

Research and development expenses of $33.5 midiiotif% of sales for the nine months ended SepteBhe&003, represent a
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decrease of approximately $7.7 million, or 19%nfrithe comparable period of 2002, as a result oéffieiencies achieved through the
consolidation of certain facilities and personnel.

Amortization expense totaled $9.6 million for thieexmonths ended September 30, 2003 compared Wit $nillion in the
comparable 2002 period. The decrease is primaduig/to certain customer related intangible asketshiad useful lives of less than one year
and were fully amortized by the second quarterQff22

Other income, net, for the nine months ended SdmeR0, 2003, of $0.7 million principally resulttdm net gains of $0.3 million
realized from the sale of a process equipment fagit held for sale plus, $0.4 million in fore@mrency exchange gains compared to a $0.1
million exchange gain in the first nine months 602.

During the nine months ended September 30, 2083C&mpany incurred a restructuring charge of $3lBom primarily for
severance related costs for approximately 100 peaptluding management, administration and marnufary employees located at the
Company’s Fort Collins, Colorado, and Plainview &athester, New York process equipment operatibesSan Diego, Sunnyvale, and
Santa Barbara, California and Tucson, Arizona, ohedry facilities and the sales and service offmeated in Munich, Germany. These
charges relate to the cost reduction progranaieiti in the fourth quarter of 2002. A charge oB%8gillion was taken in the comparable
period of 2002, mostly for severance related clustapproximately 130 employees, including both agement and manufacturing
employees primarily located throughout all of then@pany’s process equipment businesses, as wéd BErinesota and San Diego,
California metrology operations. This charge wHsad, in part, by approximately $0.8 million oftiome related to the settlement of a post-
retirement health plan. As of September 30, 2623 million of the 2003 charge was still accruddhe majority of the balance is expecte
be paid by the third quarter of 2005.

Interest expense, net, of $5.7 million for the mmenths ended September 30, 2003, increased $llidnnfiom the comparable 20(
period due to a reduction in interest income eaated result of lower interest rates and a lowsh ¢&lance during the nine months ended
September 30, 2003.

Income taxes for the nine months ended Septemh&083, amounted to a $4.1 million income tax bignef 45% of loss before
income taxes, as compared to $4.8 million, or 41%6ss before income taxes, for the same perid2DOR. The higher than statutory effect
benefit rate of 45% in 2003 and 41% in 2002 issalteof the impact of foreign tax credits and statebenefits.

Liquidity and Capital Resources

Cash provided by operations was $6.9 million fer tine months ended September 30, 2003, as comjgacadh used in operations
of $13.6 million for the comparable 2002 periodetfdss adjusted for non-cash items provided opeyagsh flows of $5.2 million for the
nine months ended September 30, 2003, comparegl@adillion for the comparable 2002 period. The antwf net loss adjusted for non-
cash items for the nine months ended Septemb&083, was offset by a decrease in net operatirggsaasd liabilities of $1.7 million.
Inventories decreased by approximately $2.6 millisra result of management’s Company wide effarédaice inventory levels. Accounts
receivable decreased by $8.0 million, primarilyaagsult of the decrease in sales volume duringhihe quarter of 2003, as well as a
significant amount of collections during the quartAccounts payable increased by $1.0 millionpgipally as a result of the timing of
payments. Deferred profit decreased by $3.6 millgrincipally due to revenue recognition on tdbist received final acceptance during the
period, as well as a decrease in the number of that were deferred as of September 30, 200her@¢ductions in accrued expenses were a
result of decreases in accrued restructuring ckarg®5.5 million, customer deposits of $1.3 mili@ffset in part by VAT and other accrued
liability increases of $0.1 million.

Cash used in investing activities of $5.9 milliam the nine months ended September 30, 2003 sudt I capital expenditures of
$6.5 million and purchases of the net assets afieed) businesses of $6.0 million, offset in partthg maturity of long-term investments
related to the interest escrow account for the Gomis subordinated debt of $4.2 million, as welpasceeds from the sale of assets held for
sale of $2.3 million.

On November 3, 2003, the Company purchased thassets of Emcore Corporation’s (‘Emcore”) metakbmig chemical vapor
deposition (“MOCVD”) business for $60 million ingla The transaction was paid for using the Comganurrent working capital.
Subsequent to the purchase of Emcore’s net afiset€ompany believes that existing cash balanggttier with cash generated from
operations and amounts available under the Comp&00.0 million credit facility (the “Facility”) Wt be sufficient to meet the Company’s
projected working capital and other cash flow regmients for the next twelve months, as well asbmpany’s contractual obligations, over
the next five years. As of September 30, 2003Chmpany was in compliance with the covenants s#t fa the Facility.
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Application of Critical Accounting Policies

General: Veeco’s discussion and analysis of its financtaldition and results of operations are based Me@to’s consolidated
financial statements, which have been prepareddardance with accounting principles generally pteg in the United States. The
preparation of these financial statements reqeesco to make estimates and judgments that afieateported amounts of assets, liabilities,
revenues and expenses. On an on-going basis, nmaeapevaluates its estimates and judgments, inuutiose related to bad debts,
inventories, intangible assets and other long liagskts, income taxes, warranty obligations, restring costs and contingent litigation.
Management bases its estimates and judgments tomitds experience and on various other factors dhe believed to be reasonable under
the circumstances, the results of which form th&sbfor making judgments about the carrying valfesssets and liabilities that are not
readily apparent from other sources. Actual resubty differ from these estimates under differesuagptions or conditions. The Company
considers certain accounting policies related temee recognition, the valuation of inventorieg, ittnpairment of goodwill and indefinite-
lived intangible assets and the impairment of limed assets to be critical policies due to théneestion processes involved in each.

Revenue Recognition: The Company recognizes revenue when persuasider®e of an arrangement exists, the seller’s [isice
fixed or determinable and collectibility is reasblygassured in accordance with SAB 101 and EITRRDOFor products produced accordin
the Company’s published specifications, where staltation is required or installation is deemeduyogctory and no substantive customer
acceptance provisions exist, revenue is recognideh title passes to the customer, generally upgomeent. For products produced
according to a particular customer’s specificatjoesenue is recognized when the product has lested, it has been demonstrated that it
meets the customerspecifications and title passes to the customie.amount of revenue recorded is reduced by tfeuahof any custome
retention (generally 10% to 20%), which is not dageby the customer until installation is completed final customer acceptance is
achieved. The amount of customer retention is gEmbin accounts receivable with a correspondirgjliig recorded in deferred profit. At
September 30, 2003 and December 31, 2002, $1.ibméhd $1.4 million, respectively, are recordeddcounts receivable and deferred
profit pertaining to customer retentions. Instatlatis not deemed to be essential to the functinaf the equipment since installation does
not involve significant changes to the featuresapabilities of the equipment or building completerfaces and connections. In addition, the
customer or other vendors could install the equignaad generally the cost of installation approxesanly 1% to 2% of the sales value of
the related equipment. For new applications ofGbenpany’s products, for new products or for pragwath substantive customer
acceptance provisions where performance cannatllyeasessed prior to meeting customer specifinatat the customer site, revenue is
recognized upon completion of installation and igtoef final customer acceptance. Since title todpgenerally passes to the customer upon
shipment and 80% to 90% of the contract amountibesgayable at that time, inventory is relieved arwbunts receivable is recorded for
the entire contract amount. The profit on theaadactions is deferred and recorded as deferrditl iprthe accompanying balance sheets. At
September 30, 2003 and December 31, 2002, $1.@méhd $4.6 million, respectively, are recordedéferred profit pertaining to shipme
where revenue recognition has been deferred. Seavid maintenance contract revenues are recordisfersed revenue, which is included
in other accrued expenses, and recognized as rewna straight-line basis over the service perfdtie related contract. The Company
provides for warranty costs at the time the relagae@nue is recognized. Factors that affect thm@@my's warranty liability include historici
and anticipated rates of warranty claims and cestfaim. The Company periodically assesses thquaty of its recorded warranty liability
and adjusts the amounts as necessary.

Inventory Valuation: Inventories are stated at the lower of cost @pially first-in, first-out method) or market. Magement
evaluates the need to record adjustments for immgant of inventory on a quarterly basis. The Compapglicy is to assess the valuation of
all inventories, including raw materials, work-inepess, finished goods and spare parts. Obsoltatiory or inventory in excess of
management’s estimated usage for the next 18 todith’s requirements is written-down to its estiethtarket value, if less than its cost.
Inherent in the estimates of market value are mamagt's estimates related to Veeco’s future marnuifingy schedules, customer demand,
technological and/or market obsolescence, posalt#enative uses and ultimate realization of exa@gsntory.

Goodwill and Indefinite-Lived Intangible Asset Impairment: The Company has significant intangible assetgedl|to goodwill and
other acquired intangibles. In assessing the rgabilgy of the Company’s goodwill and other indefe-lived intangible assets, the Company
must make assumptions regarding estimated futgte ftawvs and other factors to determine the failu@af the respective assets. If it is
determined that impairment indicators are presedtthat the assets will not be fully recoverabtejrt carrying values are reduced to
estimated fair value. Impairment indicators incluaimong other conditions, cash flow deficits, astdric or anticipated decline in revenue or
operating profit, adverse legal or regulatory depeaients, accumulation of costs significantly inessof amounts originally expected to
acquire the asset and a material decrease initheafae of some or all of the assets. Assets evaped at the lowest levels for which there
identifiable cash flows that are largely indeperiderthe cash flows generated by other asset gratipsnges in strategy and/or market
conditions could significantly impact these assuong, and thus Veeco may be required to record inmgat charges for these assets not
previously recorded.
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Long Lived Asset Impairment: The carrying values of long-lived assets are pé&aily reviewed to determine if any impairment
indicators are present. If it is determined thathsimdicators are present and the review indiciasthe assets will not be fully recoverable,
based on undiscounted estimated cash flows oveethaining depreciation period, their carrying easare reduced to estimated fair value.
Impairment indicators include, among other condsiccash flow deficits, an historic or anticipatigtline in revenue or operating profit,
adverse legal or regulatory developments, accumalaff costs significantly in excess of amountgimally expected to acquire the asset and
a material decrease in the fair value of somelmfahe assets. Assets are grouped at the lowest for which there is identifiable cash flows
that are largely independent of the cash flows gted by other asset groups.

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk.

Veeco's net sales to foreign customers represeapprbximately 62% of Veeco’s total net sales fahhkbe three and nine months
ended September 30, 2003, respectively, and 56%%¥tdfor the three and nine months ended SepteBih&002, respectively. The
Company expects that net sales to foreign custowiéirsontinue to represent a large percentage@édd’s total net sales. Veeco’s net sales
denominated in foreign currencies represented appedely 25% and 26% of Veeco's total net saledlierthree and nine months ended
September 30, 2003, respectively, and 25% and Z2%eco’s total net sales for the three and ninatmoended September 30, 2002,
respectively. The aggregate foreign currency exgbhajain (loss) included in determining consolidatssults of operations was $0.1 million,
(net of $0.4 million of realized hedging gains)d&#0.3 million, (net of $(0.1) million of realizdwedging losses), in the three and nine months
ended September 30, 2003, respectively. Theeggty foreign currency exchange (loss) gain indudeetermining consolidated results of
operations was $(0.1) million, (net of $(0.1) naliof realized hedging losses), and $0.1 milliowet ©f $(0.6) million of realized hedging
losses), in the three and nine months ended Septe3h 2002, respectively. Veeco is exposed taniimal market risks, including changes in
foreign currency exchange rates. The changes emcy exchange rates that have had the largestiroparanslating Veeco's international
operating profit related to the exchange ratesteelapanese Yen and the Euro. To mitigate th&lse Meeco uses derivative financial
instruments. Veeco does not use derivative findimtsdruments for speculative or trading purpoSd® Company enters into monthly
forward contracts to reduce the effect of fluctngtioreign currencies on short-term foreign curyedenominated intercompany balances and
other known currency exposures. The average ndteonaunt of such contracts was approximately $4llom and $3.4 million for the three
and nine months ended September 30, 2003, resplycths of September 30, 2003, there were no opemard contracts.

Item 4. Controls and Procedures.

The Company’s senior management is responsiblesfablishing and maintaining a system of disclosorgrols and procedures (as
defined in Rule 13a-14 and 15d-14 under the Seesifitxchange Act of 1934 (the “Exchange Act”)) dasd to ensure that information
required to be disclosed by the Company in thentepbat it files or submits under the Exchange i8cecorded, processed, summarized and
reported, within the time periods specified in 8ecurities and Exchange Commission’s rules anddorBisclosure controls and procedures
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed by an issuer in the reports that
it files or submits under the Exchange Act is acolated and communicated to the issuer's managenmehiding its principal executive
officer or officers and principal financial officer officers, or persons performing similar funasp as appropriate to allow timely decisions
regarding required disclosure.

The Company has evaluated the effectiveness afdbigin and operation of its disclosure controls pnededures under the
supervision of and with the participation of mamaget, including the Chief Executive Officer and €ttinancial Officer, as of the end of
the period covered by this report. Based on thaluation, our Chief Executive Officer and Chieh&incial Officer have concluded that our
disclosure controls and procedures are effectivgrialy alerting them to material information recpd to be included in our periodic
Securities and Exchange Commission filings. Tiwenee not been any changes in the Company’s inteomdiols over financial reporting
during the fiscal quarter to which this report tetathat have materially affected, or are reasgridtdly to materially affect, the Company’s
internal controls over financial reporting.

Iltem 5. Other Information

On November 3, 2003, the Company purchased thassets of Emcore Corporation’s (‘Emcore”) metakbmig chemical vapor
deposition (“MOCVD”) business for $60 million in sfaand an earnout feature that could require thregaay to pay up to an additional $20
million based upon the achievement of future resulthe purchased MOCVD business includes thesaeseessary for engineering, design
and manufacturing of MOCVD (TurboDisc) systems iagdrom R&D to high-volume production systems, thesiness unis manufacturin
facility and applications lab located in Somerdiw Jersey and Emcore’s significant MOCVD intelledtproperty. It is expected that
approximately 120 employees of Emcore involvechim TurboDisc business will become employees of Wedthe acquisition will be
accounted for under the purchase method of acaayuntt this time, the purchase price allocationtfas transaction has not yet been
completed. Further information regarding this saation, including the purchase price allocatioif, lve included in the Company’s Form 10-
K for the year ending December 31, 2003.
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Part Il.
Item 6. Exhibits and Reports on Form 8-K.
(@) Exhibits

Unless otherwise indicated, each of the followirgikits has been previously filed with the Secadtand Exchange Commission by
the Company under File No. 0-16244.

Incorporated by Reference
Number Description to the Following Document:

10.1  Sixth Amendment dated as of October 30, 2003 tcCtleelit Agreement, dated April 19, 20 *
among Veeco Instruments Inc., Fleet National Baslkadministrative agent, JPMorgan Ct
Bank, as syndication agent, HSBC Bank USA, as decuation agent and the lenders named
therein.

31.1. Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted *
pursuant to Section 302 of the Sarbi-Oxley Act of 200z

31.2. Certification of Chief Financial Officer pursuanti8 U.S.C. Section 1350, as adopted *
pursuant to Section 302 of the Sarbi-Oxley Act of 200z

32.1. Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted *
pursuant to Section 906 of the Sarbi-Oxley Act of 200z

32.2. Certification of Chief Financial Officer pursuanti8 U.S.C. Section 1350, as adopted *
pursuant to Section 906 of the Sarbi-Oxley Act of 200z

* Filed herewith
(b) Reports on Form 8-K.

The Registrant filed a Current Report on Form 8rKQxtober 27, 2003 in connection with the issuafdes press release
announcing the results for the three and nine mpettods ended September 30, 2003.

The Registrant filed a Current Report on Form 8rkNmvember 4, 2003 in connection with the issuarfdes press release
announcing the acquisition of Emcore CorporatidnisboDisc metal organic chemical vapor depositiositbess on November 3, 2003.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its
behalf by the undersigned thereunto duly authorized

Date: November 10, 2003

VEECO INSTRUMENTS INC.

By: /s/ Edward H. Brau

Edward H. Braur
Chairman and Chief Executive Offic

By: /s/John F. Rein, J

John F. Rein, Ji
Executive Vice President, Chief Financial Officer
and Secretar
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EXHIBIT INDEX

Unless otherwise indicated, each of the followirgikits has been previously filed with the Secastand Exchange Commission by the
Company under File No. 0-16244.

Incorporated by Reference
Number Description to the Following Document:

10.1  Sixth Amendment dated as of October 30, 2003 td tieelit Agreement, dated April 19, 2001 *
among Veeco Instruments Inc., Fleet National Baskadministrative agent, JPMorgan Chase
Bank, as syndication agent, HSBC Bank USA, as detuation agent and the lenders named
therein.

31.1. Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted *
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

31.2. Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted *
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

32.1. Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted *
pursuant to Section 906 of the Sarbi-Oxley Act of 200z

32.2.  Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted *
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

* Filed herewith

Exhibit 10.1

SIXTH AMENDMENT dated as of October 30, 2003 (this “Amendmentth® Credit
Agreement dated as of April 19, 2001, as amendete8der 17, 2001, December 21, 2001,
February 7, 2002, March 20, 2002 and February 8328s further amended, restated,
supplemented or modified, the “Credit Agreemeny’)amd amond¢ EECO INSTRUMENTS
INC., a Delaware corporation (the “CompanyFL,LEET NATIONAL BANK, a national bankir
association, as Administrative Agent and as a Leri®MORGAN CHASE BANK (formerly
known as The Chase Manhattan Bank), a New Yorkibgrdorporation, as Syndication Agent
and as a LendeHSBC BANK USA, a national banking association organized undelate of
the United States of America, as Documentation Aged as a Lender, and the other Lenders
party thereto.

WHEREAS, the Company has requested that the Lenders ameiaihgarovisions of the Credit Agreement, and tleeaders have agreed to
amend such provisions of the Credit Agreement,esaitip the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the premises and of the muagatements herein contained, the parties here¢e agr follows:
1. Amendment.
Section 7.13(f) of the Credit Agreement is herefmeaded and restated to provide in its entiretyolie\fis:
“(f) Consolidated EBITDA Permit Consolidated EBITDA to be less than 42 #45,000, at March 31, 2002, (ii)
$25,509,000, at June 30, 2002, (iii) $11,704,00Geptember 30, 2002, (iv) $8,200,000, at Decer@beR002, (V)

$14,000,000 at March 31, 2003, (vi) $14,700,000uae 30, 2003, (viii) $14,000,000 at Septembe2803 and (viii)
$19,000,000 at December 31, 2003.

2. Conditions to Effectiveness

This Amendment shall become effective upon redgyphe Administrative Agent of: (a) this Amendmeahtily executed by the Company
and the Guarantors; (b) executed consents frorRéggiired Lenders authorizing the Administrative Aig® execute this Amendment on
behalf of the Lenders; and (c) an amendment f&5 @00 for each Lender that consents, on or b&f@@ PM on Thursday, October 30,
2003, to the Agent’s execution and delivery of thimendment.




3. Miscellaneous.

Capitalized terms used herein and not otherwisiaeldferein shall have the same meanings as defirteed Credit Agreement.

Except as expressly amended hereby, the Creditefggat shall remain in full force and effect in actamce with the original terms thereof.
The amendments set forth above are limited spadifito the matters set forth above and for thecljgeinstances and purposes given and do
not constitute directly or by implication a waiv@aramendment of any other provision of the Credjtéement or a waiver of any Default or
Event of Default, whether now existing or herea#tasing, which may occur or may have occurred.

The Company hereby represents and warrants thaftéa)giving effect to this Amendment, the repreaions and warranties made by the
Company and each of its Subsidiaries pursuantetctiedit Agreement and the other Loan Documentghioh each is a party are true and
correct in all material respects as of the datedfewnith the same effect as though such represensaand warranties had been made on and
as of such date, unless any such representatwaroanty is as of a specific date, in which casefssuch date, and (b) after giving effect to
this Amendment, no Default or Event of Default basurred and is continuing.

This Amendment may be executed in one or more eopaltts, each of which shall constitute an origibat all of which when taken together
shall constitute but one Amendment. This Amendnseatl become effective when duly executed countespeereof which, when taken
together, bear the signatures of each of the gameeto shall have been delivered to the Admatiste Agent.

This Amendment shall constitute a Loan Document.

This Amendment shall be governed by, and constiuadcordance with, the laws of the State of NewkYo

[next page is signature page]




IN WITNESS WHEREOF, the Company and the Administrative Agent, as auigkdron behalf of the Lenders, have caused this
Amendment to be duly executed by their duly auttestiofficers, all as of the day and year first abawvitten.

VEECO INSTRUMENTS INC.

By: /s/ John F. Rein, J

Name: John F. Rein, Ji

Title: Executive Vice President and
Chief Financial Office

FLEET NATIONAL BANK
as Administrative Ager

By: /s/ Christopher Mendelsol
Name: Christopher Mendelsof
Title:  Senior Vice Presidel




The undersigned, not parties to the Credit Agredrnenas Guarantors under their respective Guaswetiecuted in favor of the Lenders,
each hereby (a) accept and agree to the terme dbtbgoing Amendment; (b) acknowledge and confhrat all terms and provisions
contained in their respective Guaranty are, antl straain, in full force and effect in accordancihatheir respective terms; (c) reaffirm and

ratify all of the representations and covenantdaiord in their respective Guaranty; and (d) regmgsvarrant and confirm the non-existence

of any offsets, defenses and counterclaims tdaligations under its Guaranty.

VEECO TUCSON INC.
(formerly WYKO CORPORATION)

By: /s/ John F. Rein, J

Name: John F. Rein, Jr.
Title: Vice President

VEECO FT. COLLINS INC.
(formerly ION TECH, INC.)

By: /s/ John F. Rein, J

Name: John F. Rein, Jr.
Title: Vice Presiden

VEECO ROCHESTER INC.
(formerly CVC PRODUCTS, INC.)

By: /s/ John F. Rein, J

Name: John F. Rein, Jr.

VEECO METROLOGY, LLC
By: VEECO INSTRUMENTS INC.,
its Sole Membe

By: /s/ John F. Rein, J
Name: John F. Rein, Jr.
Title:  Executive Vice President and
Chief Financial Officel

CVC, INC.

By: /s/ John F. Rein, J
Name: John F. Rein, Jr.
Title:  Vice Presiden

VEECO ST. PAUL INC.
(formerly APPLIED EPI, INC.)

By: /s/ John F. Rein, J
Name: John F. Rein, Jr.

Title: Vice Presiden Title:  Vice Presiden
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Exhibit 31.1
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Edward H. Braun, Chairman and Chief Executivéigef of Veeco Instruments Inc., certify that:
1. | have reviewed this quarterly report on Form 1@6xthe period ended September 30, 2003 of Veestmuments Inc.;
2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#itide a material fact necessary

to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this
report;

4. The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingld&ae controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(@) Designed such disclosure controls and proceduresused such disclosure controls and procedutles designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report i prepared;

(b) Evaluated the effectiveness of the registdtsclosure controls and procedures and preséntais report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(c) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registran’s most recent fiscal quarter that has materiaflycédd, or is reasonably likely to materially affebe registrars



internal control over financial reporting; and

5. The registrant’s other certifying officers and Vealisclosed, based on our most recent evaluafiorieznal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

€)) All significant deficiencies and material weaknesigethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the
registrant’s internal control over financial repogt

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Offic
Veeco Instruments In

November 10, 200

Exhibit 31.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, John F. Rein, Jr., Executive Vice President.eCRinancial Officer and Secretary of Veeco Instemts Inc., certify that:
1. | have reviewed this quarterly report on Form 1@6xthe period ended September 30, 2003 of Veestmuments Inc.;
2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#itate a material fact necessary

to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

4. The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingld&ae controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

@ Designed such disclosure controls and proceduresused such disclosure controls and procedutles designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

(b) Evaluated the effectiveness of the registdtsclosure controls and procedures and preséntlis report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(c) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter that hatenw@lly affected, or is reasonably likely to maddly affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officers and Vealisclosed, based on our most recent evaluafiorieznal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

@) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the
registrant’s internal control over financial repogt

/s/ JOHN F. REIN, JF
John F. Rein, Ji




Executive Vice President, Chief Financial Officer
and Secretar

Veeco Instruments In

November 10, 200

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

In connection with the Quarterly Report of Veecstinments Inc. (the “Company”) on Form 10-Q for pegiod ended
September 30, 2003 as filed with the SecuritiesEmhange Commission on the date hereof (the “R@pbarEdward H. Braun, Chairman
and Chief Executive Officer of the Company, certjfursuant to 18 U.S.C. Section 1350, as adoptesipnt to Section 906 of the Sarbanes-
Oxley Act of 2002, that:

Q) The Report fully complies with the requirementsSefkction 13(a) or 15(d) of the Securities Exchangeof 1934; and

(2) The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of
operations of the Company.

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Offic
Veeco Instruments In

November 10, 200

A signed original of this written statement reqdit®y Section 906 has been provided to Veeco Ingnisninc. and will be
retained by Veeco Instruments Inc. and furnishettiécSecurities and Exchange Commission or it§ spafn request.

Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Veecsttaments Inc. (the “Company”) on Form 10-Q for tlegiod ended
September 30, 2003 as filed with the SecuritiesExahange Commission on the date hereof (the “R8pgrJohn F. Rein, Jr., Executive
Vice President, Chief Financial Officer, and Seangbf the Company, certify, pursuant to 18 U.SS€ction 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; and

2) The information contained in the Report fairly fets, in all material respects, the financial ctadiand results of
operations of the Company.

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President, Chief Financial Offic
Treasurer and Secrete

Veeco Instruments In

November 10, 200

A signed original of this written statement reqdit®y Section 906 has been provided to Veeco Ingnisinc. and will be
retained by Veeco Instruments Inc. and furnishethédSecurities and Exchange Commission or it$ gpefn request.
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