EDGAROnline

VEECO INSTRUMENTS INC

FORM 10-Q

(Quarterly Report)

Filed 08/03/04 for the Period Ending 06/30/04

Address TERMINAL DRIVE
PLAINVIEW, NY 11803
Telephone 516 677-0200
CIK 0000103145
Symbol VECO
SIC Code 3559 - Special Industry Machinery, Not Elsewhere Classified
Industry  Semiconductors
Sector Technology
Fiscal Year 12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2014, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)
3] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 200.

OR

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

For the transition period from to

Commission file number: 0-16244

VEECO INSTRUMENTS INC.

(Exact Name of Registrant as Specified in Its Ghrart

Delaware 11-2989601
(State or Other Jurisdiction (I.LR.S. Employer
of Incorporation or Organizatiol Identification Number

100 Sunnyside Boulevard, Suite |
Woodbury, New York 11797
(Address of Principal Executive Office (Zip Code)
Registrant’s telephone number, including area c¢&i3) 677-0200

Website:.www.veeco.com

Indicate by check mark whether the Registranthél filed all reports required to be filed by Sectl3 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 pastlags. Yesxl No O

Indicate by check mark whether the Registrant ia@elerated filer (as defined in Rule 12b-2 offxehange Act). Yesxl No O

29,667,006 shares of common stock, $0.01 par y@@ushare, were outstanding as of the close ohbasion July 29, 2004.




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,” “anticipate‘expects,” “estimates,” “plans,”
“intends,” and similar expressions are intendedi¢mtify forward-looking statements. All forwardeking 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:

i The cyclicality of the microelectronics industrige serve directly affects our business.

. We operate in a highly competitive industry chagaeed by rapid technological change.

i We depend on a limited number of customers thatadpén highly concentrated industries.

i Our quarterly operating results fluctuate signffitia

. Our acquisition strategy subjects us to risks daset with evaluating and pursuing these opporiesind integrating the
businesses.

i Our inability to attract, retain and motivate key@oyees could have a material adverse effect ofosiness.

. We are exposed to the risks of operating a globsiness.

i Our success depends on protection of our inteégoperty rights. We may be subject to claims#llectual property
infringement by others.

. We rely on a limited number of suppliers.

i We may not obtain sufficient affordable funds teafiice our future needs.

i We are subject to risks of non-compliance with smrwinental and safety regulations.

. We have adopted certain measures that may havéaatver effects, which may make an acquisitioawfcompany by
another company more difficult.

i The other matters discussed under the heading “d#amant’s Discussion and Analysis of Financial Ctodiand Results
of Operations” contained in this Report and in@@mpany’s Annual Report on Form ¥0for the year ended December
2003.

Consequently, such forward-looking statements shbalregarded solely as the Company’s current pestsnates and beliefs. The
Company does not undertake any obligation to upalayeforwardlooking statements to reflect future events orwistances after the date
such statements

Available Information

We file annual, quarterly and current reports, iinfation statements and other information with teeusities and Exchange
Commission (the “SEC”). The public may read andycapy materials we file with the SEC at the SEQIbIRR Reference Room at 450 Fifth
Street, N.W., Washington, D.C. 20549. The publayrobtain information on the operation of the PuBReference Room by calling the SEC
at 1-800-SEC-0330. The SEC also maintains anrlatesite that contains reports, proxy and infororatatements, and other information
regarding issuers that file electronically with ®EC. The address of that site is http://www.sBc.g

Internet Address

We maintain a website where additional informationcerning our business and various upcoming evamte found. The addre
of our website is www.veeco.com. We provide a limkour 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 repottesé filings are posted to our Internet site, @ s& reasonably practicable after we
electronically file such material with the SEC.
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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 income, ne
Restructuring expens
Operating income (los!
Interest expense, n
Income (loss) before income tax
Income tax provision (benefi
Net income (loss

Net income (loss) per common sh
Diluted net income (loss) per common sh

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

June 30,
2004 2003

102,88 $ 73,44¢
57,54. 40,65¢
45,34: 32,79
21,84¢ 17,89¢
14,57¢ 11,70¢
4,57¢ 3,15¢
(355) (22

— 78¢
4,69¢ (739
2,23¢ 1,88¢
2,457 (2,625
87¢ (1,490
1,581 $ (1,135
0.0 $ (0.04)
0.0 $ (0.04)
29,64¢ 29,24
30,17 29,24




Net sales
Cost of sale:
Gross profit
Costs and expense
Selling, general and administrative expe
Research and development expe
Amortization expens
Other income, ne
Restructuring expens
Operating income (lost
Interest expense, n
Income (loss) before income tax
Income tax provision (benefi
Net income (loss

Net income (loss) per common sh
Diluted net income (loss) per common sh

Weighted average shares outstanc
Diluted weighted average shares outstan

See Accompanying Notes.
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Six Months Ended
June 30,

2004 2003

197,37.  $ 139,22¢

112,19: 75,22t
85,18( 64,00
41,96( 34,81«
28,62: 23,86¢

9,471 6,301
(641) (895)
— 1,457
5,767 (1,549
4,43¢ 3,65¢
1,32¢ (5,196)
452 (2,364)
877 $ (2,837)
0.0 $ (0.10)
0.0 $ (0.10)
29,60¢ 29,23¢
30,25: 29,23¢




Assets
Current Assets
Cash and cash equivalel

Accounts receivable, less allowance for doubtfaloants of $2,450 in 2004 and $2,458 in 2!

Inventories

Prepaid expenses and other current a:
Deferred income taxe

Total current asse

Property, plant and equipment at cost, less acatedildepreciation of $68,433 in 2004 and $62,5

2003
Goodwill

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

Purchased technology, less accumulated amortizafi$82,383 in 2004 and $25,519 in 2(
Other intangible assets, less accumulated amadizaf $17,453 in 2004 and $14,846 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 noi-current liabilities
Shareholder equity

Total liabilities and sharehold¢ equity

See Accompanying Notes.
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June 30, December 31,
2004 2003
(Unaudited)
$ 117,41 % 106,83(
93,41¢ 69,89(
108,07« 97,62
10,17 15,82
30,04¢ 24,69:
359,12¢ 314,85¢
73,49¢ 72,74
72,98¢ 72,98¢
78,98t 85,84¢
16,68¢ 18,84:
7,992 12,37¢
16,07: 18,13¢
1,467 672
$ 626,817 $ 596,46
$ 28,69. $ 19,60:
46,50( 31,61¢
4,641 2,14(C
4,32¢ 3,70C
348 33¢
84,50: 57,39:
229,76( 229,93!
2,872 2,80¢
309,68 306,32¢
$ 626,817 $ 596,46




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

Operating Activities
Net income (loss
Adjustments to reconcile net income (loss) to mesthcprovided by operating activitie
Depreciation and amortizatic
Deferred income taxe
Other
Changes in operating assets and liabilii
Accounts receivabl
Inventories
Accounts payabl
Accrued expenses, deferred profit and other cutianitities
Other, ne
Net cash provided by operating activit
Investing Activities
Capital expenditure
Net assets of business acqui
Proceeds from sale of assets held for
Proceeds from sale of property, plant and equipt
Net maturities of lon-term investment
Net cash provided by (used in) investing activi
Financing Activities
Proceeds from stock issuar
Repayment of lor-term debt, ne
Net cash provided by financing activiti
Effect of exchange rates on cash and cash equits:
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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Six Months Ended June 30

2004 2003
877 $ (2,837
15,917 11,42(
(3,321) (4,656)
(19) (63€)
(23,989 35C
(11,199 3,52¢
9,11¢ 5,94¢
18,14¢ (12,40%)
94¢ 1,017
6,48¢ 1,73C
(5,934 (4,66€)
— (5,980)
2,61¢ 1,137
26 —
4,38¢ 4,27¢
1,091 (5,23%)
2,87¢ 30€
(16€) (15€)
2,70¢ 14¢
301 (574)
10,58¢ (3,939
106,83 214,29
11741 $ 210,36




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

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 includédadlthe information and footnotes required by againg 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 six monthsesh@une 30, 2004 are not necessarily
indicative of the results that may be expectedteryear ending December 31, 2004. For furthermétion, refer to the financial statements
and footnotes thereto included in the Company’suahiReport on Form 10-K for the year ended DecerBhe2003.

Income (loss) per share is computed using the weidlgaverage number of common shares outstandinmggdine period. Diluted
income (loss) per share is computed using the veigliverage number of common and common equivsienes outstanding during the
period. The effect of common equivalent sharegppfeximately 528,000 and 644,000 for the threesirdnonths ended June 30, 2004,
respectively, was dilutive, therefore, diluted éags per share is presented for these periods.effeet of common equivalent shares of
approximately 233,000 and 198,000 for the threesaxadhonths ended June 30, 2003, respectively, amtidilutive, therefore diluted loss [
share is not presented for these periods.

The following table sets forth the reconciliatiohdduted weighted average shares outstandinghfngands):

Three Months Ended Six Months Ended
June 30, June 30,
2004 2003 2004 2003

Weighted average shares outstant 29,64¢ 29,247 29,60¢ 29,23t
Dilutive effect of stock options and

warrants 52¢ — 644 —
Diluted weighted average shares

outstanding 30,177 29,24% 30,25 29,23¢

In addition, the effect of the assumed conversiosubordinated convertible notes into approximage® million common equivalent
shares is antidilutive for the three and six momthded June 30, 2004 and 2003, and therefore iaclatled in the above diluted weighted
average shares outstanding.

The Company accounts for its stock option plansutite recognition and measurement principles afofioting Principles Board
Opinion No. 25Accounting for Stock Issued to Employees, and related interpretations. No compensation exp&neflected in net income
(loss), as all options granted under the stockoogtians had an exercise price equal to the magtee of the underlying common stock on
the date of grant. The following table illustrathe effect on net income (loss) and income (loss)spare if the Company had applied the fair
value recognition provisions, of SFAS No. 128¢counting for Stock-Based Compensation, under which compensation expense would be
recognized as incurred, to stock-based employe@engation:
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Three Months Ended Six Months Ended

June 30, June 30,
2004 2003 2004 2003
(In thousands, except per share amounts)

Net income (loss), as report $ 1581 $ (1,137 $ 877 $ (2,837)
Deduct: Total stock-based employee compensatioarese

determined under fair value based method for adirde; net

of related tax effect (3,079 (4,13) (5,92¢) (8,567)
Pro forma net los $ (1,492) $ (5,266) $ (5,050 $ (11,399
Loss per common shal
Net income (loss) per common share, as rept $ 0.0t $ 0.09 $ 0.0z $ (0.10
Net loss per common share, pro for $ (0.05) $ (0.1¢) $ 0.17) $ (0.39)
Diluted net income (loss) per common share, asrteg $ 0.0t $ (0.09 $ 0.0z $ (0.10
Diluted net loss per common share, pro fo $ (0.05) $ (0.1¢) $ (0.17) $ (0.39)

Reclassifications

Certain amounts in the 2003 consolidated finarstelements have been reclassified to conform t@@0d presentation.
Note 2—Balance Sheet Information
Inventories

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

June 30, December 31
2004 2003
(In thousands)

Raw material $ 53,69¢ $ 49,73«
Work-in-progress 39,174 31,88
Finished good 15,20( 16,00!

$ 108,07 $ 97,62:
Accrued Warranty

The Company estimates the costs that may be irtunder its contractual warranty obligations armbrds a liability in the amount
of such costs at the time the related revenuecisgrdzed. Factors that affect the Company’s wayrhability include historical and
anticipated rates of warranty claims and costxfa@m. The Company periodically assesses the adgqfats recorded warranty liability and
adjusts the amount as necessary.

Changes in the Company’s warranty liability durthg period are as follows (in thousands):

Balance as of January 1, 2C $ 3,90«
Warranties issued during the per| 2,62¢
Settlements made during the per (1,529
Balance as of June 30, 20 $ 5,00¢




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 June 30, 2004
Net sales $ 60,62: $ 42,26: $ — % — % 102,88«
Income (loss) before interest, taxes and

amortization 5,097 6,391 (2,217 — 9,271
Three Months Ended June 30, 200
Net sales 34,28( 39,16¢ — — 73,44¢
Income (loss) before interest, taxes and

amortization 1,65¢ 4,12 (2,56¢) (789) 2,42
Six Months Ended June 30, 200
Net sales 113,55( 83,82: — — 197,37:
Income (loss) before interest, taxes and

amortization 7,041 12,45: (4,256 — 15,23¢
Total asset 325,80: 133,13¢ 167,87 — 626,81
Six Months Ended June 30, 200
Net sales 63,88¢ 75,34( — — 139,22¢
Income (loss) before interest, taxes and

amortization 2,16t 8,96: (4,919 (1,457 4,75¢
Total asset $ 174,080 $ 135,64¢ $ 289,330 $ — 8 599,06

Corporate total assets are comprised principallyash and deferred tax assets.

The following table outlines the components of gailidoy business segment at June 30, 2004 and DieeeB1, 2003 (in
thousands):

June 30, December 31,
2004 2003
Process Equipmel $ 47,62( $ 47,62(
Metrology 25,36¢ 25,36¢
Total $ 72,98¢ $ 72,98¢

Note 4—Comprehensive Income (Loss)

The Company’s comprehensive income (loss) is caagrof net income (loss), adjusted for foreigneuey translation adjustments
and minimum pension liability, and had no otherrses affecting comprehensive income (loss). Thea@my had total comprehensive
income (loss) of $0.6 million and $0.5 million fitre three and six months ended June 30, 2004,atasgdg, and $(0.1) million and $(2.1)
million for the three and six months ended June2B03, respectively.
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Note 5—Restructuring

In response to the significant decline in the bessnenvironment and market conditions in 2001 &2 2the Company restructured
its business and operations. The actions givirggtaghe restructuring charges taken in 2003 dasdribelow were implemented in order for
Veeco to remain competitive and such actions apeeted to benefit Veeco by reducing future opegatiosts.

2003 Restructuring Charges

During the year ended December 31, 2003, the Coyipanrred a restructuring charge of approximaghg million related to the
reduction in work force announced in the fourthrtgraof 2002, as a result of the decline in thekatrin which the Company operates. This
charge included severance related costs for appeigly 180 employees, which included managementjrastration and manufacturing
employees located at the Company’s Fort Collindpado, and Plainview and Rochester, New York pssaxuipment operations, the San
Diego, Sunnyvale and Santa Barbara, CaliforniaTarason, Arizona metrology facilities, the sales aadsice offices located in Munich,
Germany and Singapore, and the corporate office¢dodbury, New York. The charge also included €adtvacating facilities in Sunnyva
California, Munich, Germany, and relocating thda&fin Japan. During the six months ended Jun@@®4, approximately $1.3 million has
been paid and approximately $0.5 million remaing@ed. The remainder is expected to be paid byhiine quarter of 2005.

A reconciliation of the liability for the restruging charge during 2003 for severance and relogatissts is as follows (in millions):

Process Unallocated
Equipment Metrology Corporate Total

Charged to accrui $ 2% 21 % 04 $ 4.8
Add-back from 2002 accrui .3 — — 0.3
Total 2003 accrue 2.€ 2.1 0.4 5.1
Cash payments during 20 1.€ 1.€ 0.1 3.3
Cash payments during the six months ended Jut

2004 0.€ 0.5 0.2 1.3
Balance as of June 30, 20 $ 04 $ 0C $ 01 $ 0.5
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.
Executive Summary:

Veeco designs, manufactures, markets and servieesad line of equipment primarily used by manuifaets in the data storage,
semiconductor and compound semiconductor/wirelgdssiries. Veeco’s products also enable advancenrettie growing field of
nanoscience and other areas of scientific and tridusesearch. Our process equipment productdgaigadeposit or remove (etch) various
materials in the manufacturing of advanced thim fihagnetic heads (TFMHSs) for the data storage imglusemiconductor deposition of mask
reticles, and wireless/telecommunications and bigghtness light emitting diode devices (“HB-LEDQur metrology equipment is used to
provide critical surface measurements on semicdodulevices and TFMHSs. This equipment allows cusiaio monitor their products
throughout the manufacturing process in order forawve yields, reduce costs and improve productitgu@ur metrology solutions are also
key research instruments used by many universgasntific laboratories and industrial applicaton

During the past several years, we have strengthieotdthe metrology and process equipment prodiues through strategic
acquisitions. In our metrology business, in Jub@3 we purchased the atomic force microscope porabaess from NanoDevices Inc.
(“NanoDevices”) for approximately $6.0 million, ilicling transaction costs, plus a potential futlameout payment of up to $4.0 million
based on the achievement of certain operating messin our process equipment business, in Nove&l@3, we purchased the TurboDisc
business from Emcore Corporation (“Emcore”) for @pgmately $63.7 million, including transaction ¢esplus a potential future earn-out
payment of up to $20.0 million based on the achiexe of certain operating measures. Also in Nover2b83, we acquired the precision
lapping company, Advanced Imaging, Inc. (“Aii”),rfapproximately $61.4 million, including transacticosts, plus a potential future eaunt-
payment of up to $9.0 million based on the achiex@rof certain operating measures. While we beltbese acquisitions will be accretive
both sales and profits going forward, gross mapgircentages have been historically lower in thegse equipment businesses than in the
metrology business. Therefore, Veeco’s gross maygicentage may be adversely affected in theduiurthe higher concentration of
process equipment sales.

We currently maintain manufacturing facilities imizona, California, Colorado, Minnesota, New Jersasd New York, with sales
and service locations around the world.

Highlights of the Second Quarter of 2004:

*  Orders of $124.7 million, up from $64.0 milliontine second quarter of 2003. The order growth dedu$43.1 million from
companies acquired in 2003 and $17.6 million (27.6%m Veeco’s historical business.

e  Sales of $102.9 million, up from $73.4 million imetsecond quarter of 2003. The sales growth ied®21.3 million from
companies acquired in 2003 and $8.2 million (11.1%) Veeco’s historical business.

e  Return to profitability, with net income of $1.6lfiun, compared with a net loss of $1.1 milliontire second quarter of 2003.

*  Cash generation of $5.6 million, compared with ageheration of $1.8 million in the second quarfe2@03.

Highlights of the First Half of 2004:

*  Orders of $241.8 million, up from $136.7 milliontime first half of 2003. The order growth includgtb.0 million from
companies acquired in 2003 and $26.1 million (19.6%m Veeco’s historical business.

e Sales of $197.4 million, up from $139.2 millionthre first half of 2003. The sales growth inclu&®.9 million from
companies acquired in 2003 and $17.3 million (19.#%m Veeco’s historical business.

*  Return to profitability, with net income of $0.9ltian, compared with a net loss of $2.8 milliontire first half of 2003.

*  Cash generation of $10.6 million, compared witthaase of $3.9 million in the first half of 2003.

Outlook/Opportunities

In the first half of 2004, Veeco experienced a Bigant improvement in orders from its “informatiage” markets: data storage,
semiconductor and compound semiconductor/wiretesgen by technology changes and increased capifsnditures across these markets.
Overall, worldwide economic conditions appear teehenproved. Consumer spending on many typesectm@nics has increased and vari
worldwide economies, such as those in the AsiafiedtAPAC”) region, are experiencing growth. TR®mpany reviews a number of
indicators to predict the strength of our marketimg forward. These include plant utilization tiencapacity requirements, and capital
spending trends. Veeco’s management currentlysa@disular strength in its compound semiconductimeless business, driven by capacity
expansion and MOCVD equipment purchases by HB-LEDufacturers in North America, Europe and APACfalet, MOCVD products
represented approximately 36% of Veeco’s June 2004
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backlog. The data storage industry also showedgtgrowth for Veeco in the first half of 2004. We¢hvVeeco’s long-term outlook for data
storage remains quite optimistic, this businesgicoas to experience quarterly fluctuations dueawntinued capital spending management by
our key customers.

Technology changes are continuing in all of Veeoo&kets: the continued ramp of 80 GB hard drivedata storage and
investments in next generation drives (120GB);ticecased use of Veeco’s automated AFMs for subnE8@meter semiconductor
applications; the opportunity for Veeco’s Metal @ngc Chemical Vapor Deposition (“MOCVD”) and MoldauBeam Epitaxy (“MBE”) to
further penetrate the emerging HB-LED and wirelassket; and the continued funding of nanosciensearech which is one driver of
Veeco'’s scientific research business.

Veeco expects that its business will continue tpriowe in 2004 as compared to 2003, both in itohisdl business as well as its
acquired businesses. Veeco currently expectstthislOCVD and precision bar lapping technologiey(dared in November 2003) will add
approximately $100 million in revenue for 2004 cargd with only a minimal contribution to Veeco’s0®performance due to the fact that
these acquisitions were consummated near the etie @003 year. A substantial portion of this rexe growth is coming from the MOCVD
business. The transition of Veeco’s lapping bussrfeom a single customer focus to a broader patiatrof the data storage industry is
occurring more slowly than originally estimatedhefe can be no assurance that Veeco’s performapeetations will be realized.

Results of Operations:
Three Months Ended June 30, 2004 and 2003
The following tables show selected items of Vee&@udssolidated Statements of Operations, percenti#gedes, and comparisons

between the three months ended June 30, 2004 &3da2@ the analysis of sales and orders for the g@rmods between our segments,
industries, and regions (in $000’s):

Three Months ended Dollar
June 30, Incr/(Decr)
2004 2003 Year to year
Net sales $ 102,88 100.(% $ 73,44¢ 100.(% $ 29,43t
Cost of sale: 57,54. 55.¢ 40,65¢ 55.4 16,88¢
Gross profit 45,34: 44.1 32,79 44.¢ 12,54¢
Operating expense
Selling, general and administrative
expense 21,84¢ 21.2 17,89¢ 24.¢ 3,95(
Research and development expe 14,57¢ 14.2 11,70¢ 15.¢ 2,87(C
Amortization expens 4,57¢ 4.4 3,15¢ 4.3 1,41¢€
Other income, ne (355) (0.3 (22 0.C (339
Restructuring expens: — — 78¢ 1.C (789)
Total operating expens 40,64 39.5 33,53¢ 45.€ 7,114
Operating income (lost 4,69¢ 4.€ (739 (1.0 5,43¢
Interest expense, n 2,23¢ 2.2 1,88¢ 2.€ 358
Income (loss) before income tax 2,457 2.4 (2,625 (3.6 5,08z
Income tax provision (benefi 87¢€ 0.9 (1,490 (2. 2,36¢
Net income (loss $ 1,581 1.5% $ (1,139 15% $ 2,71¢
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Sales Orders

Three Months ended Dollar and Percentage Three Months ended Dollar and Percentage Book to
June 30, Incr/(Decr) June 30, Incr/(Decr) Bill Ratio
2004 2003 Year to Year 2004 2003 Year to Year 2004 2003
Segment Analysis
Process Equipme $ 60,62 $ 34280 $ 26,34: 76.8% $ 82,72 % 27,52¢ % 55,20( 200.6% 1.3¢ 0.8C
Metrology 42,26! 39,16¢ 3,09/ 7.8 42,01¢ 36,477 5,53¢ 15.2 0.9¢ 0.92
Total $ 102,88 $ 73,44¢  $ 29,43t 40.1% $ 124,740 $ 64,000  $ 60,73¢ 94.€% 1.21 0.87
Industry Analysis
Data Storag: $ 3551 % 2435. % 11,15¢ 45.8% $ 26,44C % 19,397 % 7,045 36.2% 0.74 0.8C
Compounc
Semiconductor/wireles 24,58t 12,30( 12,28t 99.¢ 51,11: 9,744 41,36¢ 424.% 2.0¢ 0.7¢
Semiconducto 15,517 10,78( 4,731 43.¢ 22,25¢ 7,24¢ 15,00¢ 207.C 1.45 0.67
Research and Industri 27,27: 26,01 1,25¢ 4.8 24,93( 27,61 (2,68)) 9.7 0.91 1.0€
Total $ 102,88 $ 7344¢  $ 29,43t 40.1% $ 124,740 $ 64,000  $ 60,73¢ 94.¢% 1.21 0.87
Regional Analysis
us $ 38247 % 2753¢ $ 10,70¢ 38.% $ 57,16f $ 26,98( $ 30,18¢ 111.%% 1.4¢ 0.9¢
Europe 18,67¢ 13,10¢ 5,56¢ 42.5 13,84¢ 10,55¢ 3,28¢ 31.1 0.74 0.81
Japar 15,37+ 15,867 (493) (3.1 19,06¢ 12,46¢ 6,60( 52.¢ 1.24 0.7¢
Asia Pacific 30,59( 16,93¢ 13,65: 80.€ 34,66! 13,99¢ 20,66¢ 147.¢ 1.12 0.8
Total $ 102,88 $ 7344 $ 29,43t 4005 $ 124,74 _$ 64,000 _$ 60,73¢ 94.%0 1.21 0.87

Net sales of $102.9 million for the second quaofe2004 were up 40.1% from the comparable 2003derBy segment, process
equipment sales were up $26.3 million or 76.8% Jevimetrology sales increased by $3.1 million 0R4.9The improvement in process
equipment sales is principally attributable to @ases in the data storage and compound semiconduatkets. While $21.3 million of the
$26.3 million increase is attributable to the asdigns of the TurboDisc business and Aii, Veedo&oric process equipment business
experienced a 14.8% increase in net sales in t@ndegquarter of 2004 when compared to the secoadeanof 2003. The $3.1 million
improvement in metrology sales is principally &ttriable to increased optical metrology sales tcsthentific research market and increased
automated AFM sales to the semiconductor markgtreBion, there continues to be a shift in salemfthe U.S. to the Asia Pacific region.
We are also beginning to see our customers shifufaaturing from Japan to the Asia Pacific regi@wverall, all regional sales have
increased due to the TurboDisc business and Aiiiattipns, except Japan, which was down 3.1% coatptr the second quarter of 2003. In
our Asia Pacific region sales experienced significgowth, accounting for a $13.7 million increa@ssales in the second quarter of 2004 due
to the acquired companies and the manufacturing dlaifts noted above. The Company believes tleaietvill continue to be quarter-to-
quarter variations in the geographic distributidsales.

Orders of $124.7 million for the second quarte2@d4 represented an increase of $60.7 million4d®%, over the comparable 2003
period. By segment, the 200.6% improvement in @seequipment orders was driven by a total of $dfllllon in orders for TurboDisc and
Ali systems plus a $12.1 million increase in depiosiand etch product orders. The 15.2% increasestrology orders was due to an $8.0
million increase in AFM orders, mostly automated\VAEools sold to the semiconductor business, pértidfset by a $2.5 million decrease in
optical metrology products across all segments.

The Company’s book/bill ratio for the second quaoe2004, which is calculated by dividing ordeeseived in a given time period
by revenue recognized in the same time period, Mk During the quarter ended June 30, 2004Ctmapany experienced order
cancellations of $4.2 million and the reschedubifgrder delivery dates by customers. The Compahgtklog as of June 30, 2004, was
approximately $164.2 million. Due to changing Imesis conditions and customer requirements, the @oynmay continue to experience
cancellations and/or rescheduling of orders.

Gross profit for the quarter ended June 30, 20@4%, 44.1%, compared to 44.6% in the second qudrR9038. This decrease was
partially due to a 12.2% mix shift from the higimeargin metrology segment to the lower margin pre@giipment segment, largely due to
the 2003 acquisitions. Process equipment margiosedsed from 39.4% to 36.4%. The New York datag®equipment gross margin was
impacted by an unfavorable tool mix including loweargins for certain advance development produlkstrology gross margins increased
from 49.9% to 55.0%. The second quarter 2004 negyofjross margin was consistent with the avera@8 20
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metrology gross margin, but higher than the megylgross margin for the second quarter of 2003tdusfavorable product mix during st
period.

Selling, general and administrative expenses weteSmillion, or 21.2% of sales in the second qerasf 2004, compared with $1°
million, or 24.4% in the second quarter of 2003 ti@f $4.0 million increase, $3.0 million was dudhe TurboDisc and Aii acquisitions, with
the balance attributable to higher selling expensleged to the increase in sales, as well as ¢iimg@and audit costs related to the
implementation of Section 404 of Sarbanes-Oxlepcedion costs and bonus accruals.

Research and development expense totaled $14i6millthe second quarter of 2004, an increased fillion from the second
quarter of 2003, also due to spending in the nastyuired TurboDisc and Aii divisions. As a peregy# of sales, research and development
decreased in the second quarter of 2004 to 14.8# 15.9% for the second quarter of 2003.

Other income, net, of $0.4 million for the seconder of 2004 was due to foreign exchange gaid#mer items. Other income,
net for the second quarter of 2003 was insignifican

There were no restructuring expenses for the seqoader of 2004. The restructuring expense d &illion in the second quarter
of 2003 was primarily due to severance costs fguffa that were related to the actions announcedterfourth quarter of 2002.

Net interest expense in the second quarter of 2234$2.2 million compared to $1.9 million in thesed quarter of 2003. The
change is due to the reduction in interest incoeselting from lower cash balances as a resultet#ésh used for acquisitions completed in
the fourth quarter of 2003.

Income taxes for the quarter ended June 30, 200dyated to an expense of $0.9 million, or 35.7%moéme before income taxes
compared with a benefit of $1.5 million, or 56.8%ass before income taxes in 2003. The highen gtatutory effective benefit rate in 2003
was a result of the impact of foreign and statebtxefits.

Six Months Ended June 30, 2004 and 2003

The following tables show selected items of Vee&@dssolidated Statements of Operations, percenti#gedes, and comparisons
between the six months ended June 30, 2004 anda@D8e analysis of sales and orders for the gammeds between our segments,
industries, and regions (in $000’s):

Six Months ended Dollar
June 30, Incr/(Decr)
2004 2003 Year to year

Net sales $ 197,37: 100.% $ 139,22¢ 100.(% $ 58,14!
Cost of sale: 112,19: 56.¢ 75,22¢ 54.C 36,96
Gross profit 85,18( 43.Z 64,00( 46.C 21,18(
Operating expense

Selling, general and administrative expe 41,96( 21.2 34,81« 25.C 7,14¢

Research and development expe 28,62 14.t 23,86¢ 17.1 4,75

Amortization expens 9,471 4.8 6,301 4.5 3,17(

Other income, ne (647) 0.3 (895) (0.6) 254

Restructuring expens: — — 1,45 1.1 (1,457
Total operating expens 79,41% 40.5 65,54: 47.1 13,87(
Operating income (lost 5,761 2.6 (1,549 (1.7 7,31C
Interest expense, n 4,43¢ 2.2 3,65 2.6 78E
Income (loss) before income tax 1,32¢ 0.7 (5,19¢ (3.9 6,52t
Income taxes provision (benef 452 0.3 (2,369 (1.7 2,81¢
Net income (loss $ 877 04% $ (2,839 20% $ 3,70¢




Sales Orders

Six Months ended Dollar and Percentage Six Months ended Dollar and Percentage Book to
June 30, Incr/(Decr) June 30, Incr/(Decr) Bill Ratio
2004 2003 Year to Year 2004 2003 Year to Year 2004 2003

Segment Analysis

Process Equipme $ 11354¢ % 63,88t $ 49,66 777% $ 167,890 $ 65,83t $ 102,05: 155.(% 1.4¢ 1.0¢

Metrology 83,82: 75,34( 8,487 11.5 73,91( 70,90¢ 3,00z 4.2 0.8¢ 0.94

Total $ 197,37 $  139,22¢ $ 58,14: 41.6% $  241,80: $ 136,74t $ 105,05! 76.€% 1.2t 0.9¢
Industry Analysis

Data Storagr $ 66,96¢ $ 43,40t $ 23,561 54.3% $ 71,38¢ $ 49,097 $ 22,29: 45.4% 1.07 1.1¢

Compounc

Semiconductor/wirele 45,23¢ 18,49¢ 26,74: 144.€ 90,09! 20,20t 69,88¢ 345.¢ 1.9¢ 1.0¢

Semiconducto 28,82: 22,077 6,744 30.£ 32,32: 19,05: 13,27( 69.7 1.1z 0.8€

Research and Industri 56,34¢ 55,25( 1,09¢ 2.0 47,99¢ 48,39¢ (399 (0.6) 0.8t 0.8¢

Total $ 197,37 $  139,22¢ $ 58,14 41.8% $ 241,80 $ 136,74t $ 105,05! 76.€% 1.2t 0.9¢
Regional Analysis

us $ 72,70% $ 52,64: $ 20,06z 38.1% $ 101,23 $ 56,55¢ $ 44,68 79.(% 1.3¢ 1.07

Europe 32,19¢ 25,06¢ 7,12t 28.4 26,65¢ 19,43t 7,22( 371 0.8z 0.7¢

Japar 34,51( 31,387 3,12¢ 9.9 35,59( 30,54¢ 5,044 16.5 1.0¢ 0.97

Asia Pacific 57,96: 30,12¢ 27,83t 924 78,31¢ 30,21( 48,10¢ 159.2 1.3F 1.0C

Total $ 197370 _$ 13922t _$§ 58,14: 4184 $ 241,800 $ 136,74t _$ 105,05! 76.€% 1.2t 0.9¢

Net sales of $197.4 million for the six months ethdane 30, 2004 were up 41.8% from the compardi)8 period. By segment,
process equipment sales were up $49.7 million of%7while metrology sales increased by $8.5 mmliiw 11.3%. The improvement in
process equipment sales is principally attributadbliecreases in the data storage and compoundasechictor markets. While $40.9 million
of the $49.7 million increase is attributable te #Hrquisitions of the TurboDisc business and Adetb’s historic process equipment business
experienced a 13.6% increase in net sales durangixmonths ended June 30, 2004 when comparée twotresponding period of 2003. ~
$8.5 million improvement in metrology sales is pipally attributable to increased optical metrolages to the scientific research market
and increased automated AFM sales to the semictordmarket. By region, there continues to be & ghisales from the U.S. to the Asia
Pacific region, although all regional sales hawréased due to the TurboDisc business and Aii aitopuis, particularly the Asia Pacific
region, which experienced a $27.8 million increfmsgales in the six months ended June 30, 2004ditie acquired companies and the
manufacturing base shifts noted above. The Compaligves that there will continue to be periodstriod variations in the geographic
distribution of sales.

Orders of $241.8 million for the six months endadel 30, 2004 represented a $105.1 million, or 8%6ncrease over the
comparable 2003 period. By segment, the 155.0%adwgment in process equipment orders was drivea toyal of $79.0 million in orders
for TurboDisc and Aii systems plus a net $23.0ionillincrease in deposition and etch product orders.4.2% improvement in metrology
orders was due to a $7.2 million increase in AFidpicts, mainly automated AFM orders to the semiootat market, and was partially
offset by a $4.2 million net decrease in opticatnmiegy products, resulting from decreases in adiemm data storage and semiconductor
customers.

The Companys book/bill ratio for the six months ended JuneZI4, which is calculated by dividing orders reeeliin a given tim
period by revenue recognized in the same time gewas 1.23.

Gross profit for the six months ended June 30, 20@& 43.2%, including a $1.5 million reductiorgimss profit related to the
acquisitions of TurboDisc and Aii. This charge wias result of purchase accounting adjustmentgalttee required capitalization of profit in
inventory and the permanent elimination of certiéferred revenue. Excluding the impact of thegeshahents, gross profit as a percentag
net sales was 43.9% in the six months ended Juriz0Bd, compared to 46.0% in the comparable peri@Dd03. This decrease was mostly
due to an 11.6% product mix shift from the highergin metrology segment to the lower margin proeggspment segment, largely due to
the 2003 acquisitions. Excluding the purchase anthog charges described above, process equiprmemngims decreased from 39.2% to
36.4%. The New York data storage equipment grosgimavas impacted by an unfavorable tool mix inahgdlower margins for certain
advance development products. Metrology gross maigcreased from 52.1% to 54.0% during the fisst s
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months of 2004, as compared to the same perio@@8.2The metrology gross margin for the first siantihs of 2004 was consistent with the
average 2003 metrology gross margin, but belowitkiesix months of 2003, due to an unfavorabledpici mix in the first half of 2003.

Selling, general and administrative expenses wé&2eOfmillion, or 21.3% of sales in the six monthsied June 30, 2004, compared
with $34.8 million, or 25.0% in the six months eddiine 30, 2003. Of the $7.1 million increase, $5ilbon was due to the TurboDisc and
Aii acquisitions, with the balance attributablehigher selling expenses related to the increasal@s.

Research and development expense totaled $28i6nrdliring the first six months of 2004, an inceea$ $4.8 million from the first
six months of 2003. The increase is primarilyilatttable to $3.9 million in spending in the newbgaired TurboDisc and Aii divisions. As a
percentage of sales, research and developmentadedreuring the six months ended June 30, 2004.584d.from 17.1% for the
corresponding period of 2003.

Other income, net, of $0.6 million for the six miasiended June 30, 2004, was principally due tagnrexchange gains and other
items, compared to a gain of $0.9 million for thermonths ended June 30, 2003, which was pringigedim the sale of a laboratory tool.

There were no restructuring expenses during tbedik months of 2004. The restructuring experiskl® million in the first six
months of 2003 was primarily due to severance dostayoffs that were related to the actions amuad in the fourth quarter of 2002.

Net interest expense in the six months ended JOn20®4 was $4.4 million compared to $3.7 milliarthe six months ended June
30, 2003. The change is due to the reduction arést income resulting from lower cash balancesrasult of the acquisitions completed in
the fourth quarter of 2003.

Income taxes for the six months ended June 30,,2004unted to an expense of $0.5 million, or 34dd%come before income
taxes as compared with a benefit of $2.4 milliarn4$.5% of loss before income taxes in 2003. Tigkdr than statutory effective benefit rate
in 2003 was a result of the impact of foreign atadestax benefits.

Liquidity and Capital Resources

The Company had a net increase in cash of $10l®mih the six months ended June 30, 2004. Caswiged by operations was
$6.5 million for this period, as compared to casbvjzled by operations of $1.7 million for the comgdale 2003 period. Net income adjusted
for non-cash items provided operating cash flow$1d.5 million for the six months ended June 3@&L@ompared to $3.3 million for the
comparable 2003 period. The amount of net incomeéstat] for noncash items for the six months ended June 30, 2084 partially offset b
an increase in net operating assets and liabilii€y.0 million. Accounts receivable for the sixonths ended June 30, 2004, increased by
$24.0 million, primarily as a result of higher salolume. During the six months ended June 304 2id®@entories increased by approxima
$11.2 million, principally related to the build epraw materials and work-in-process for produotbé shipped in the third quarter of 2004.
During the six months ended June 30, 2004, accqaytable increased by $9.1 million, principallysaesult of increased purchase of
materials to meet shipment demand. Accrued expearsek other current liabilities increased $18.1iomlduring the six months ended June
30, 2004. This increase is due to a $10.1 millmaréase in customer deposits, a $2.9 million irsgaa accrued salaries and benefits, accruec
installation and warranty costs of $1.4 millioncaed commissions of $0.9 million, and other smatlems that amounted to an additional
increase of $2.8 million.

Cash provided by investing activities of $1.1 mofflifor the six months ended June 30, 2004, restribed the sale of a building of
$2.6 million and the maturity of long-term investme of $4.4 million partially offset by capital expditures of $5.9 million.

Cash provided by financing activities of $2.7 naiflifor the six months ended June 30, 2004, restrbed proceeds received from
stock issuance of $2.9 million partially offset$§.2 million in net repayments of long-term debt.

The Company believes that existing cash balanggsher with cash generated from operations and ats@vailable under the
Company’s $100.0 million revolving credit facilitythe Facility”) will be sufficient to meet the Cqmany’s projected working capital and
other cash flow requirements for the next twelvenths, as well as the Company’s contractual obligesti over the next three years. Amounts
available for borrowing under the Facility are sbjto certain financial tests. At June 30, 2@Bd,amount available for borrowing under the
facility was approximately $100.0 million. The Cpany believes it will be able to meet its obligatio repay the outstanding $220.0 million
subordinated notes that mature on December 21, 2068gh a combination of conversion of the notestanding, refinancing, cash
generated from operations, and/or other meansCbmepany is required to pay interest on the outstanconvertible subordinated notes in
June and December of each year until the notesrexaBased on the full outstanding value of thees@ts of June 30, 2004, the semi-annual
interest obligation is approximately $4.5 milliothe Company believes it will be able to meet its
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obligation to pay the interest required througlsmg cash balances and cash generated from ap&atin connection with the issuance of
these notes, the Company purchased U.S governeeunities, to secure the first six scheduled irgigpayments due on the notes. The la
these securities will be used for the interest paytndue in December 2004.

The Company is potentially liable for payment ofreaut provisions to the former owners of the basses acquired in 2003 based
on operating targets achieved by those acquiremhésses. The maximum amount of these contingaitities is $33 million consisting of
$9 million to the former shareholders of Aii, $4lilon to Nanodevices, Inc., and $20 million to Emegathe former owner of
TurboDisc. Earn-out amounts would be paid to Nawezks, Inc., during each of the first quarter@@®5, 2006, and 2007 if revenue targets
are reached during the proceeding year, and/or tgsrhing certain rolling 12-month production godisarn-out amounts would be paid
during each of the first quarters of 2005, 200@] 2007 to the former owners of Aii, and during eatthe first quarters of 2005 and 2006 to
Emcore if revenue targets are met. Payments totheer shareholders of Aii and to Emcore are based set percentage of revenues in
excess of certain targets for the preceding figeat. Based on the Company’s current estimategpiécts to pay approximately $1.0 million
of the amount potentially payable to Nanodevices,, lin 2004 and approximately $1.5 million durthe first quarter of 2005. Additionally,
the Company expects to pay a substantial porticghemount potentially liable to Emcore during fingt quarter of 2005. Aside from the
estimates noted herein, the Company does not hragstamate of how much, or when, amounts may bealtlee former owners of Aii and
Nanodevices for each fiscal ye

Application of Critical Accounting Policies

General: Veeco’s discussion and analysis of its financtaldition and results of operations are based Ma@to’s consolidated
financial statements, which have been prepareddardance with accounting principles generally ptee 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, nraeagievaluates its estimates and judgments, ingjuitiiose related to bad debts,
inventories, intangible assets and other long liasskts, income taxes, warranty obligations, retring costs and contingent litigation.
Management bases its estimates and judgments tomi¢és experience and on various other factorsdha believed to be reasonable under
the circumstances, the results of which form theidor making judgments about the carrying valiesssets and liabilities that are not
readily apparent from other sources. Actual resukty differ from these estimates under differesuagptions or conditions. The Company
considers certain accounting policies related vemee recognition, the valuation of inventorieg, ittnpairment of goodwill and indefinite-
lived intangible assets and the impairment of liwed assets to be critical policies due to théneestion processes involved in each.

Revenue Recognition:  Effective January 1, 2000, the Company changechéthod for accounting for revenue recognition in
accordance with Staff Accounting Bulletin (“SAB”)aN101,Revenue Recognition in Financial Satements. In December 2003, the SEC iss
SAB No. 104 Revenue Recognition, which updates the guidance provided in SAB 10kgrdtes the related Frequently Asked Questions, anc
recognizes the role of the FASB’s Emerging IssueskTForce (“EITF”) consensus on Issue 00-21. SABd&letes certain interpretive
material no longer necessary, and conforms theirgéngginterpretative material retained to the prencements issued by the EITF on vari
revenue recognition topics, including EITF 00-2tfurther clarifies that a company should firstereto EITF 00-21 in order to determine if
there is more than one unit of accounting and theefer to SAB 104 for revenue recognition for thmét of accounting. The Company
recognizes revenue when persuasive evidence afamggment exists, the seller’s price is fixed etedminable and collectibility is
reasonably assured. For products produced accotalitg Company’s published specifications, wheréngtallation is required or
installation is deemed perfunctory and no substardustomer acceptance provisions exist, reventeeagnized when title passes to the
customer, generally upon shipment. For productdymed according to a particular customer’s spegifins, revenue is recognized when the
product has been tested and it has been demouisthatst meets the customer’s specifications #telgasses to the customer. The amount of
revenue recorded is reduced by the amount of astper retention (generally 10% to 20%), whichas payable by the customer until
installation is completed and final customer acappe is achieved. Installation is not deemed tedsential to the functionality of the
equipment since installation does not involve digant changes to the features or capabilitiehefaquipment or building complex interfaces
and connections. In addition, the equipment coeléhbktalled by the customer or other vendors ameigdly the cost of installation
approximates only 1% to 2% of the sales value efrédtated equipment. For new products, new apiecsiof existing products, or for
products with substantive customer acceptance §iong where performance cannot be fully assessedtpmeeting customer specificatic
at the customer site, revenue is recognized upprplagion of installation and receipt of final custer acceptance. Since title to goods
generally passes to the customer upon shipmenB@#tdto 90% of the contract amount becomes payalleaatime, inventory is relieved a
accounts receivable is recorded for the amouradiit the time of shipment. The profit on the anmtduilled for these transactions is deferred
and recorded as deferred profit in the accompanlyadgnce sheets. At June 30, 2004 and Decemb@083, $4.6 million and $2.1 million,
respectively, are recorded in deferred profit. 8enand maintenance contract revenues are recasiddferred revenue, which is included in
other accrued expenses, and recognized as reverastright-line basis over the service periothefrelated contract. The Company
provides for warranty costs at the time the relag@nue is recognized.

Inventory Valuation: Inventories are stated at the lower of cost @pially first-in, first-out method) or market. Magement
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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 estietatarket value, if less than its cost.
Inherent in the estimates of market value are mamagt’s estimates related to Veeco’s future manuifi;gy schedules, customer demand,
technological and/or market obsolescence, posalt#enative uses and ultimate realization of exa@ssntory.

Goodwill and Indefinite-Lived Intangible Asset Impairment: The Company has significant intangible assettedIto 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 falu@af the respective assets. If it is
determined that impairment indicators are presedtthat the assets will not be fully recoverabitejrtcarrying 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 and a material decrease in the fair vdlseroe or all of the assets. Assets are
grouped at the lowest levels for which there aemiiliable cash flows that are largely independenhe cash flows generated by other asset
groups. Changes in strategy and/or market conditiould significantly impact these assumptions, thad Veeco may be required to record
impairment charges for the assets not previousigroed.

Long Lived Asset Impairment: The carrying values of long-lived assets are pécaly reviewed to determine if any impairment
indicators are present. If it is determined thathsimdicators are present and the review indictiasthe assets will not be fully recoverable,
based on undiscounted estimated cash flows oveethaining depreciation period, their carrying esare reduced to estimated fair value.
Impairment indicators include, among other condgiccash flow deficits, an historic or anticipatisgtiine in revenue or operating profit,
adverse legal or regulatory developments and ariabtiecrease in the fair value of some or allhef &ssets. Assets are grouped at the lowest
level for which there is identifiable cash flowstlare largely independent of the cash flows geeéray other asset groups.

Deferred Taxes: As part of the process of preparing Veeco’s codatdid financial statements, we are required tonaséi our
income taxes in each of the jurisdictions in whiah operate. This process involves estimating otwahcurrent tax exposure, together with
assessing temporary differences resulting fronediffy treatment of items for tax and accountingopses. These differences result in
deferred tax assets and liabilities, which aretidet! within our consolidated balance sheet. Thesorement of deferred tax assets is adjustec
by a valuation allowance to recognize the extenthach, more likely than not, the future tax betgefwill be recognized.

At June 30, 2004, we have deferred tax assetafvatuation allowances, of $46.1 million. We bgbdt is more likely than not that
we will be able to realize these assets throughetiaction of future taxable income.

We record valuation allowances to reduce our defetax assets to the amount expected to be realizedsessing the adequacy of
recorded valuation allowances, we consider a wadefactors, including the scheduled reversalefedred tax liabilities, future taxable
income, and prudent and feasible tax planningeggias. Should we determine that we are unablséall or part of our net deferred tax
assets in the future, an adjustment to the defearedssets would be charged to income tax expéreeby reducing net income in the pel
such determination was made.
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Item 3 . Quantitative and Qualitative Disclosures Adout Market Risk.

Veeco's net sales to foreign customers represeapprbximately 63% of Veeco’s total net sales fahltbe three and six months
ended June 30, 2004, respectively, and 62% for thetlhree and six months ended June 30, 2003 ¢tsply. The Company expects that
sales to foreign customers will continue to repnéselarge percentage of Veeco’s total net saleecy’s net sales denominated in foreign
currencies represented approximately 18% and 20%eeto’s total net sales for the three and six im®ended June 30, 2004, respectively,
and 22% and 26% of Veeco's total net sales fothhee and six months ended June 30, 2003, respBctithe aggregate foreign currency
exchange gains for the three and six months endeel 30, 2004, were $0.1 million and $0.3 millicespectively, compared to $0.0 million
and $0.2 million for the three and six months endiee 30, 2003. Included in the aggregate foreigrency exchange gains were gains
(losses) relating to forward contracts of $0.0 imilland $0.2 million for the three and six monthded June 30, 2004, respectively, comp.
to $(0.4) million and $(0.5) million for the threed six months ended June 30, 2003. Veeco is edpgodmancial market risks, including
changes in foreign currency exchange rates. Thrgds in currency exchange rates that have hddrtfest impact on translating Veeco’s
international operating profit related to excharates for the Japanese Yen and the Euro. To netihatse risks, Veeco uses derivative
financial instruments. Veeco does not use deriediivancial instruments for speculative or tradmgposes. The Company entered into
monthly forward contracts to reduce the effectloétuating foreign currencies on short-term foreiginrency-denominated intercompany
transactions and other known currency exposurée average notional amount was $4.4 million an8 #4illion for the three and six mont
ended June 30, 2004, respectively. As of June @D4,2he Company had entered into forward contfactthe month of July for the notional
amount of approximately $4.2 million, which approgites the fair market value on June 30, 2004. Adrapany entered into a forward
contract on April 21, 2004, for the notional amoah$0.5 million which approximates the fair marketue on June 30, 2004. This contract
will be settled on or about November 1, 2004. Qmil®22, 2004 the company entered into an additioravard contract for the notional
amount of $0.5 million, which approximates fairwalas of June 30, 2004. This contract will bdestin or about March 1, 2005.

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-15 and 15d-15 under the Séesifiixchange Act of 1934 (the “Exchange Act”)) desd to ensure that information
required to be disclosed by the Company in therntspbat it files or submits under the Exchange i8e¢ecorded, processed, summarized and
reported, within the time periods specified in 8exurities and Exchange Commission’s rules andgorisclosure controls and procedures
include, without limitation, controls and procedudesigned 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 funoo as appropriate to allow timely decisions
regarding required disclosure.

The Company has evaluated the effectiveness afdbign and operation of its disclosure controls pnogedures under the
supervision of and with the participation of marmaget, 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 effectivarialy alerting them to material information recad to be included in our periodic
Securities and Exchange Commission filings.

Subsequent to that evaluation there have beenammels in our internal control over financial repaytthat have materially affected,
or are reasonably likely to materially affect, thesntrols after such evaluation.
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Part Il. Other Information
Item 4. Submission of Matters to a Vote of Securityolders.

The annual meeting of stockholders of the Compaay keld on May 7, 2004. The matters voted on atibeting were: (a) the
election of three directors: (i) Heinz K. Fridrigfii) Roger D. McDaniel and (iii) Irwin H. Pfistefb) approval of an amendment to the Veeco
Instruments Inc. First Amended and Restated Empl&teck Purchase Plan; (c) approval of an amendamehtestatement to the Veeco
Instruments Inc. 2000 Stock Option Plan; and (tjication of the Board’s appointment of Ernst & ¥iog LLP as the independent auditors of
the Company’s financial statements for the yeairapnBdecember 31, 2004. The terms of each of thewWong directors continued after the
meeting: Edward H. Braun, Richard A. D’Amore, JAeElftmann, Douglas A. Kingsley, Paul R. Low andilfér J. Scherr. As of the record
date for the meeting, there were 29,619,290 stidresmmon stock outstanding, each of which wadledtto one vote with respect to eacl
the matters voted on at the meeting. The resultiseofoting were as follows:

Broker

Matter For Withheld Non-Votes

()(i) 23,762,60 571,96

(a)(ii) 23,762,60 571,96

(a)(iii) 23,174,91 1,159,65.

Broker

Matter For Against Abstained Non-Votes
(b) 16,380,20 636,65! 459,76t
(©) 9,374,22: 7,618,62 483,77
(d) 24,252,34 61,73¢ 20,49¢
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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 Amendment No. 2 to the Veeco Instruments Inc. Ammended and Restated *
Employee Stock Purchase Plan, effective May 7, 2

10.2 Veeco Instruments Inc. 2000 Stock Incentive Plamgerly known as the 2000 *
Stock Option Plan, as amended), effective May 042

31.1 Certification of Chief Executive Officer pursuant13a — 14(a) or Rule 15d — 14(a) *
of the Securities and Exchange Act of 1€

31.2 Certification of Chief Financial Officer pursuant13a — 14(a) or Rule 15d — 14(a) *
of the Securities and Exchange Act of 1¢

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as *
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

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

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

The Registrant filed a Current Report on Form 8rKJaly 26, 2004 in connection with the issuancisgpress release announcing
the results for the three and six-month periodedridine 30, 2004.

The Registrant filed a Current Report on Form 8rKJaly 29, 2004 in connection with the issuancigsgpress release announcing
the appointment of Peter J. Simone to the Boaii@fctors on July 22, 2004.
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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: August 2, 2004

Veeco Instruments In

By: /s/ EDWARD H. BRAUN
Edward H. Braun
Chairman and Chief Executive Officer

By: /s/ JOHN F. REIN, Jr
John F. Rein, Jr.
Executive Vice President, Chief Financial Officer and
Secretary
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INDEX TO EXHIBITS

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 Amendment No. 2 to the Veeco Instruments Inc. Ammended and Restated *
Employee Stock Purchase Plan, effective May 7, 2

10.2 Veeco Instruments Inc. 2000 Stock Incentive Plamgerly known as the 2000 *
Stock Option Plan, as amended), effective May 042

31.1 Certification of Chief Executive Officer pursuant13a — 14(a) or Rule 15d — 14(a) *
of the Securities and Exchange Act of 1€

31.2 Certification of Chief Financial Officer pursuant13a — 14(a) or Rule 15d — 14(a) *
of the Securities and Exchange Act of 1¢

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as *
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

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

* Filed herewith




Exhibit 10.1

AMENDMENT NO. 2 TO
VEECO INSTRUMENTS INC.
FIRST AMENDED AND RESTATED
EMPLOYEE STOCK PURCHASE PLAN

Effective on May 7, 2004

Section 3.02(a) of the Veeco Instruments Inc. Arsended and Restated Employee Stock Purchased@lamended (the “Plan”), is hereby
amended to read, in its entirety, as follows:

3.02 Number of Shares Subject to Plan
€)) The total number of shares of Stock available fiieihgs under the Plan shall be 2,000,000 shardgect to adjustment
as set forth in paragraph (b) below. Such Stock beaguthorized and unissued shares, treasury sloargsares previously issued

and reacquired by the Company. Any shares for warcffering to purchase expires or is terminatecamceled may again be
made subject to Offerings under the Plan.

This Amendment was approved by Veeco'’s Board oé@ors on March 30, 2004, and by its stockholdarMay 7, 2004.




Exhibit 10.2

VEECO INSTRUMENTS INC.
2000 STOCK INCENTIVE PLAN
(formerly known as the 2000 STOCK OPTION PLAN, as anended)

1. Purpose

The purpose of the Plan is to provide a means tffirathich the Company and its Affiliates may attreapable persons to enter and
remain in the employ of the Company and Affiliatesl to provide a means whereby employees, direat@onsultants of the Company
its Affiliates can acquire and maintain Common ftownership, thereby strengthening their commitnterihe welfare of the Company and
Affiliates and promoting an identity of interestilween stockholders and these employees.

The Plan provides for granting Incentive Stock @msi, Nonqualified Stock Options and Restricted IStoc
2. Definitions
The following definitions shall be applicable thghout the Plan.

“Affiliate” means (i) any entity that directly ondirectly is controlled by, or is under common e¢ohwith the Company, (ii)
any entity in which the Company has a significaquity interest, and (iii) any Subsidiary; in ea@se as determined by the Committee.

“Annual Revenue” means the Company’s or a busine#s net sales for the fiscal year, determineddénordance with
generally accepted accounting principles; providhedyever, that prior to the fiscal year, the Conteeitshall determine whether any
significant item(s) shall be excluded or includeshi the calculation of Annual Revenue with respecine or more Participants.

“Board” means the Board of Directors of the Companyto the extent the Board of Directors of ther(any has
authorized a committee thereof to take action wepect to the Plan on its behalf, the committeautborized.

“Cash Flow” means, as to any Fiscal Period, theaipgy cash flow of the Company for such Fiscaid®krmprovided that
prior to the Fiscal Period, the Committee shaled®ine whether any significant item(s) shall bduded or excluded from the calculation of
Cash Flow with respect to one or more Participants.

“Cause” means the Company or an Affiliate havingue” to terminate a Participant’'s employment ovise, as defined in
any existing employment, consulting or any otheeagent between the Participant and the Compaan éffiliate or, in the absence of st
an employment, consulting or other agreement, ypdahe determination by the Committee that thetiBigant has ceased to perform his
duties to the Company or an Affiliate (other thanaaresult of his incapacity due to physical or takiliness or injury), which failure amounts
to an intentional and extended neglect of his dutiesuch party, (ii) the Committee’s




determination that the Participant has engagesd about to engage in conduct materially injuriauthe Company or an Affiliate, (iii) the
Participant having been convicted of, or pleadettygar no contest to, a felony or a crime involgimoral turpitude or (iv) the failure of the
Participant to follow instruction of the Board asldirect superiors.

“Change in Control, shall, unless in the case padicular Plan Award, the applicable Plan Awardéament states
otherwise or contains a different definition of ‘@tge in Control”, be deemed to occur upon:

0] the acquisition by any individual, entity or gro(waithin the meaning of Section 13(d)(3) or 14(d)¢2}he
Securities Exchange Act of 1934, as amended (tkeH&nge Act”)) (each, a “Person”) of beneficial @rship (within the meaning of
Rule 13d-3 promulgated under the Exchange Act)0éb ®r more (on a fully diluted basis) of either ¢Ag then outstanding shares of
Common Stock, taking into account as outstandinghfis purpose such Common Stock issuable upoexbecise of options or warrants, the
conversion of convertible stock or debt, and thereise of any similar right to acquire such commtutk (the “Outstanding Company
Common Stock”) or (B) the combined voting poweths# then outstanding voting securities of the Camypentitled to vote generally in the
election of directors (the “Outstanding CompanyiNgtSecurities”); provided however, that for purposes of the Plan, the following
acquisitions shall not constitute a Change of Gin(l) any acquisition by the Company, (Il) anygadsition by any employee benefit plan
sponsored or maintained by the Company or anyiaf#) (1) any acquisition by any Person which qoies with clauses (A), (B) and (C) of
subsection (v) of this Section 2(f), or (IV) in pext of an Award held by a particular Participamy acquisition by the Participant or any
“affiliate” (within the meaning of 17 C.F.R. §230%) of the Participant (persons described in claBe(ll), and (V) being referred to
hereafter as “Excluded Persons”);

(i) Individuals who, on the date hereof, constituteBbard (the “Incumbent Directors”) cease for argsen
to constitute at least a majority of the Board viiedthat any person becoming a director subsequehgtdate hereof, whose election or
nomination for election was approved by a votetdéast two-thirds of the Incumbent Directors tloenthe Board (either by a specific vote or
by approval of the proxy statement of the Corporath which such person is named as a nomineerectdr, without written objection to
such nomination) shall be deemed to be an Incunibeattor; provided however, that no individual initially elected or nominated a
director of the Corporation as a result of an dabughreatened election contest with respect teatibrs or as a result of any other actual or
threatened solicitation of proxies or consents bgrobehalf of any person other than the Board &igatleemed to be an Incumbent Director;

(iii) the dissolution or liquidation of the Company;
(iv) the sale of all or substantially all of the busses assets of the Company; or
(v) the consummation of a merger, consolidation, staftghare exchange or similar form of corporate

transaction involving the Company that requiresapproval of the Company’s stockholders, whethesfwh transaction or the issuance of
securities in the transaction (a “Business Comimné), unless immediately following such
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Business Combination: (A) more than 50% of theltadéing power of (x) the corporation resulting incsuch Business Combination (the
“Surviving Corporation”), or (y) if applicable, thdtimate parent corporation that directly or iraitly has beneficial ownership of sufficient
voting securities eligible to elect a majority bétdirectors of the Surviving Corporation (the ‘&#rCorporation”), is represented by the
Outstanding Company Voting Securities that werstamding immediately prior to such Business Contlongor, if applicable, is
represented by shares into which the Outstandingpg@ay Voting Securities were converted pursuasutd Business Combination), (B) no
Person (other than any Excluded Person), is ormhesdhe beneficial owner, directly or indirectly,30% or more of the total voting power
the outstanding voting securities eligible to elgickctors of the Parent Corporation (or, if thisreao Parent Corporation, the Surviving
Corporation) and (C) at least a majority of the rhers of the board of directors of the Parent Caton (or, if there is no Parent
Corporation, the Surviving Corporation) followinget consummation of the Business Combination werenhibent Directors.

“Code” means the Internal Revenue Code of 198&nsended. Reference in the Plan to any sectidmeo€bde shall be
deemed to include any amendments or successoisfmosgito such section and any regulations undédr section.

“Committee” means a committee of at least two pe@sl the Board may appoint to administer the Plaifi oo such
committee has been appointed by the Board, thedBdanless the Board is acting as the Committeee@Board specifically determines
otherwise, each member of the Committee shalheatiime he takes any action with respect to a Ri@ard under the Plan, be an Eligible
Director. However, the mere fact that a Committeenber shall fail to qualify as an Eligible Direcghall not invalidate any Plan Award
granted by the Committee which Plan Award is otligewalidly made under the Plan.

“Common Stock” means the common stock, par valueI$per share, of the Company.

“Company” means Veeco Instruments Inc. With respethie definitions of the Performance Goals, then@ittee may
determine that “Company” means Veeco Instrumentsadnd one or more of its Affiliates.

“Date of Grant” means the date on which the grantiha Plan Award is authorized, or such other dateay be specified
in such authorization or, if there is no such d#te,date indicated on the applicable Plan Awartedment.

“Disability” means, unless in the case of a pafictPlan Award, the applicable Plan Award Agreenstates otherwise, the
entitlement of a Participant to receive benefitdanthe long-term disability plan of the CompanyaorAffiliate, as may be applicable to the
Participant in question, or, in the absence of suptan, the complete and permanent inability lagoa of iliness or accident to perform the
duties of the occupation at which a Participant emaployed or served when such disability commemegds determined by the Committee
based upon medical evidence acceptable to it.




“Earnings Per Share” means as to any Fiscal PeiedCompany’s Net Income divided by a weightedage number of
shares of Stock outstanding and dilutive commornvedgnt shares of Stock deemed outstanding.

“EBITA” means Net Income before interest, taxes and aratiaig each as determined under generally acceyemlinting
principles or as otherwise defined hereunder.

“Effective Date” means the means the date on witiehPlan is approved by the Board, subject to pgpeaval of the
stockholders of the Company.

“Eligible Director” means a person who is (i) a fmemployee director” within the meaning of Rule 4Bhbnder the
Exchange Act, or a person meeting any similar reguént under any successor rule or regulation idrah(“outside director” within the
meaning of Section 162(m) of the Code, and the singaRegulations promulgated thereunder; provideavever, that clause (ii) shall apply
only with respect to grants of Plan Awards withpexs to which the Company'’s tax deduction couldiléed by Section 162(m) of the Code
if such clause did not apply.

“Eligible Person” means any (i) individual reguladmployed by the Company or an Affiliate who da&isall of the
requirements of Section 6; providedowever, that no such employee covered by a collectivgdiaing agreement shall be an Eligible
Person unless and to the extent that such eliililiset forth in such collective bargaining agneat or in an agreement or instrument
relating thereto; (ii) director of the Company or Affiliate or (iii) consultant or advisor to theoBpany or an Affiliate who may be offered
securities pursuant to Form S-8 (which, as of tfiediive Date, includes only those who (A) are matpersons and (B) provide bofide
services to the Company or an Affiliate other timnonnection with the offer or sale of securifies capital-raising transaction, and do not
directly or indirectly promote or maintain a market the Company’s securities).

“Exchange Act” means the Securities Exchange Adi9#4, as amended.

“Fair Market Value”,on a given date means (i) if the Stock is listechorational securities exchange, the closing micéhe
primary exchange with which the Stock is listed &naded on the date prior to such date, or, ife¢hemno such sale on that date, then on the
last preceding date on which such a sale was (i) if the Stock is not listed on any natiosakurities exchange but is quoted in the
National Market System of the National Associatidrsecurities Dealers Automated Quotation Syst‘NASDAQ”) on a last sale basis, the
closing price reported on the date prior to sudi,dar, if there is no such sale on that date, tirethe last preceding date on which a sale was
reported; or (iii) if the Stock is not listed omational securities exchange nor quoted in the NAQDn a last sale basis, the amount
determined by the Committee to be the fair markdiier based upon a good faith attempt to value thek&ccurately and computed in
accordance with applicable regulations of the hdéRevenue Service.

“Fiscal Period” means the fiscal year, quartertbeoperiod of the Company.

“Incentive Stock Option” means an Option grantedh®sy Committee to a Participant under the Plan visaesignated by
the Committee as an incentive stock option as




described in Section 422 of the Code and whichratise meets the requirements set forth herein.

“Mature Shares” means shares of Stock owned byt&cipant which are not subject to any pledge treotsecurity interest
and have either been held by the Participant fomginths, previously acquired by the Participantt@open market or meet such other
requirements as the Committee may determine neydssarder to avoid an accounting earnings chameaccount of the use of such shares
to pay the Option Price or satisfy a withholdindigdtion in respect of a Plan Award.

“Net Income” means as to any Fiscal Period, therime after taxes of the Company for such Fiscalodetetermined in
accordance with generally accepted accounting iptees; provided that prior to the Fiscal Periog @ommittee shall determine whether any
significant item(s) shall be included or excludeshi the calculation of Net Income with respect b@ @r more Participants.

“New Orders” means as to any Fiscal Period, the firders for a system, product, part, or servie¢ dine recorded for such
Fiscal Period.

“Non-Employee Director” means a member of the Boaht is not an employee of the Company or any iatf.

“Nonqualified Stock Option” means an Option granbgdhe Committee to a Participant under the Plhithvis not
designated by the Committee as an Incentive Stqtlo®

“Normal Termination” means termination of employrhenservice with the Company or an Affiliate:

0] on account of death or Disability;
(i) by the Company or such Affiliate without Cause; or
(iii) in the case of Plan Awards granted to an Eligible®or, a resignation from or a failure to be leeted

to the Board.
“Option” means an award granted under Section 7.
“Option Period” means the period described in Sect(d).
“Option Price” means the exercise price for an @pts described in Section 7(a).

“Original Effective Date” shall mean April 3, 200the date on which the Company’s 2000 Stock Oilam was approved
by the Board.

“Participant” means an Eligible Person who has tmsacted by the Committee to participate in tteRind to receive a
Plan Award pursuant to Section 6.




“Performance Goals” means the goal(s) (or combgual(s)) determined by the Committee (in its disorg to be
applicable to a Participant with respect to an avwdrshares of Restricted Stock. As determinethByCommittee, the Performance Goals
applicable to an award of shares of RestrictedkStoary provide for a targeted level or levels ofiagement using one or more of the
following measures: (a) Annual Revenue, (b) Cashvi-(c) Earnings Per Share, (d) EBITA, (e) Netome, (f) New Orders, (g) Personal
Goals, (h) Return on Assets, and (i) Return onsSaléhe Performance Goals may differ from Particiga Participant and from award to
award. Any criteria used may be (i) measured Bohllie terms, (ii) compared to another companyoon@anies, (iii) measured against the
performance of the Company as a whole or a segaf¢he Company and/or (iv) measured on a pre-tgost-tax basis (if applicable).

“Personal Goals” means as to a Participant, theatibe and measurable goals set by a “managemestijbgtives” or other
process and approved by the Committee (in its élisxr).

“Plan” means this Veeco Instruments Inc. 2000 Stackntive Plan.
“Plan Award” means an award of Options or Restd&¢ock as the Committee determines.

“Plan Award Agreement” means any agreement betwleeCompany and a Participant who has been grandn Award
pursuant to Section 7 or 8 which defines the rigimid obligations of the parties thereto.

“Restricted Stock” means an award of Common Stoitkext to restrictions as provided in Section &xd Plan.
“Restricted Stock Agreement” means a Plan Awardeg&grent relating to the grant of Restricted Stock.

“Return on Assets” means as to any Fiscal Perf@Net Income of the Company divided by the avemddmginning and
ending assets.

“Return on Sales” means as to any Fiscal Peri@p#icentage equal to the Company’s Net Incomlesobtisiness unit's
EBITA, divided by the Company’s or the business’amevenue for such Fiscal Period.

“Securities Act” means the Securities Act of 1988 amended.

“Stock” means the Common Stock or such other authorizegslod stock of the Company as the Committee nay time
to time authorize for use under the Plan.

“Subsidiary” means any subsidiary of the Compangefined in Section 424(f) of the Code.
6




3. Effective Date and Duration

The Plan is effective as of the Effective Date;visled that the effectiveness of the Plan and thiditsaof any and all Plan Awards
granted pursuant to the Plan is contingent uponasapof the Plan by the shareholders of the Compam manner intended to comply with
the shareholder approval requirements of Secti6@¢én) and 422(b)(i) of the Code.

The expiration date of the Plan, on and after whiglPlan Awards may be granted hereunder, shalid&enth anniversary of the
Original Effective Date; providedhowever, that the administration of the Plan shall corgifmueffect until all matters relating to Plan
Awards previously granted have been settled.

4, Administration

The Committee shall administer the Plan. A majasitthe members of the Committee shall constigutgiorum. The acts of a
majority of the members present at any meetingrattwa quorum is present or acts approved in vgritip a majority of the Committee shall
be deemed the acts of the Committee.

€)) Subject to the provisions of the Plan and applieddlv, the Committee shall have the power, in @idito other
express powers and authorizations conferred o€ tmemittee by the Plan, to: (i) designate Participafii) determine the type or types of
Plan Awards to be granted to a Participant; (g)edmine the number of Shares to be covered hyjtbrrespect to which payments, rights, or
other matters are to be calculated in connectidh,Wilan Awards; (iv) determine the terms and comas of any Plan Awards; (v) determine
whether, to what extent, and under what circum&siftan Awards may be settled or exercised in &tslgk, other securities, other Plan
Awards or other property, or canceled, forfeitedwspended and the method or methods by which/Riends may be canceled, forfeited,
suspended or, if applicable, settled or exerciéajifjetermine whether, to what extent, and undeatcircumstances cash, Stock, other
securities, other Plan Awards, other property ahéramounts payable with respect to a Plan Awiaatl be deferred either automatically or
at the election of the holder thereof or of the @Guttee; (vii) interpret, administer reconcile amgonsistency, correct any default and/or
supply any omission in the Plan and any instruroematgreement relating to, or Plan Award granteceuntthe Plan; (viii) establish, amend,
suspend, or waive such rules and regulations apdigipsuch agents as it shall deem appropriateheoproper administration of the Plan; and
(ix) make any other determination and take anyraticdon that the Committee deems necessary oratidsifor the administration of the Pl

(b) Unless otherwise expressly provided in the Pldrdedignations, determinations, interpretations ather
decisions under or with respect to the Plan orRlayp Award or any documents evidencing Plan Awaladl be within the sole discretion of
the Committee, may be made at any time and shdihbk conclusive and binding upon all partiegliding, without limitation, the
Company, any Affiliate, any Participant, any holdebeneficiary of any Plan Award, and any sharééol

(c) Notwithstanding the above, no Committee memberihgl@®ptions granted pursuant to Section 7(a)(ilebémay
participate in any action of the Committee withpeast to any claim or dispute regarding only that@ottee member.
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5. Grant of Awards; Shares Subject to the Plan

The Committee may, from time to time, grant Planaia to one or more Eligible Persons; providadwever, that:

€)) Subject to Section 10, the aggregate number oestarStock in respect of which Plan Awards magiaated
under the Plan shall not exceed 7,030,000, of whichore than 200,000 may be in the form of RastliStock;

(b) Shares of Stock authorized under the Plan shaleleened to have been used in settlement of Plandswelnether
or not they are actually delivered. In the evant Blan Award shall be surrendered, terminate,rexpr be forfeited, the number of shares of
Stock no longer subject thereto shall thereuporeleased and shall thereafter be available for grants under the Plan;

(©) Shares of Stock delivered by the Company in sedtgrof Plan Awards granted under the Plan may Heoaaed
and unissued Stock or Stock held in the treasutii@fCompany or may be purchased on the open markst private purchase;

(d) Subject to Section 10, (i) no person may be gra@getibons under the Plan during any calendar ye#r kgispect to
more than 300,000 shares of Stock; provitted such number shall be adjusted pursuant tadsebd only in a manner which will not cause
Options granted under the Plan to fail to qualgy'performance-based compensation” under Secti@inipof the Code; and (ii) no person
may be granted Restricted Stock under the Plamglany calendar year with respect to more thanB0sbares of Stock; providéiat, in the
case of (i) above, such number shall be adjustesupuat to Section 10 only in a manner which will cause the Plan Awards granted under
the Plan to qualify as “performance-based compensainder Section 162(m) of the Code and in theeaaf Plan Awards referred to in (ii)
which were intended to qualify as performance-basedpensation, such number shall be adjusted agpabove.

(e) Without limiting the generality of the precedingpisions of this Section 5, the Committee may, dmlély with the
Participant’s consent, agree to cancel any Planrdwader the Plan and issue a new Plan Award istgution therefor upon such terms as
the Committee may in its sole discretion determpreyidedthat the substituted Plan Award satisfies all aygtiie Plan requirements as of
date such new Award is made, providedherthat, without shareholder approval, no such aatiary lower the exercise price of a previously
granted Option.

6. Eligibility

Participation shall be limited to Eligible Persamiso have received written notification from the Guitiee, or from a person
designated by the Committee, that they have bdented to participate in the Plan.
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7. Terms of Options
€)) Option Grants.

0] Eligible Persons The Committee is authorized to grant one or nimcentive Stock Options or
Nonqualified Stock Options to any Eligible Persprovided, however, that no Incentive Stock Options shall be gramteany Eligible
Person who is not an employee of the Company abaiBiary. Each Option so granted shall be sultgettie following conditions of this
Section 7, or to such other conditions as may fleated in the applicable Plan Award Agreement.

(i) Eligible Directors. In addition to discretionary grants of Optiongsguant to Section 7(a)(i), each
Participant who is a Non-Employee Director of traany shall receive upon initial election to oéfignd thereafter annually on the date of
the Company’s annual meeting of stockholders (igexithat such date is at least 6 months following dligible Director’s initial election
to office) an Option to acquire 10,000 shares ottt a price equal to the Fair Market Value &fshares of Stock subject to such Option on
the Date of Grant.

(b) Option Price. The exercise price (“Option Pricefier share of Stock for each Option shall be sehbyCommitte
at the time of grant but shall not be less thanRhie Market Value of a share of Stock on the DdtE€rant subject, in the case of an Incentive
Stock Option, to Section 7(g).

(c) Manner of Exercise and Form of Payment.No shares of Stock shall be delivered pursuaahtoexercise of an
Option until payment in full of the aggregate exseqrice therefor is received by the Company. i@gtwhich have become exercisable may
be exercised by delivery of written notice of exsgdo the Committee accompanied by payment oOhigon Price. The Option Price shall
be payable in cash and/or, at the sole discrefitineoCommittee, shares of Stock valued at the Haitket Value at the time the Option is
exercised (including by means of attestation of ewhip of a sufficient number of shares of Stocken of actual delivery of such shares to
the Company), providethat such shares of Stock are Mature Shares, theidiscretion of the Committee, either (i) inetiproperty having
a fair market value on the date of exercise equ#ie Option Price, (ii) by delivering to the Conti®é a copy of irrevocable instructions to a
stockbroker to deliver promptly to the Company aroant of loan proceeds, or proceeds of the safleeoStock subject to the Option,
sufficient to pay the Option Price or (iii) by suether method as the Committee may allow.

(d) Vesting.

0] In General Unless otherwise provided in a Stock Option A&gnent or other written agreement between
the Company and a Participant, Options shall vedtteecome exercisable as follows:

(x) with respect to one-third of the shares of Stockeced by the Option, on the first anniversary of
the Date of Grant;




) with respect to an additional otleird of the shares of Stock covered by the Optiomthe secon
anniversary of the Date of Grant;

(2) with respect to the remaining one-third of the skasf Stock covered by the Option, on the third
anniversary of the Date of Grant.

Notwithstanding the foregoing, the Committee mayits sole discretion, accelerate the exercisghifitany Option, which acceleration sh
not affect the terms and conditions of any suchdDpdther than with respect to exercisability.af Option is exercisable in installments, <
installments or portions thereof which become egafile shall remain exercisable until the Optiopiess.

(i) Non-Employee Directors Notwithstanding Section 7(d)(i), Options grantedligible Directors shall be
immediately vested and exercisable as of the Dia@rant.

(e) Option Period and Termination.  An Option may be exercised by the holder there@doordance with
Section 7(d) above; providedhowever, that no Option shall be exercisable later tharesegyears from the Date of Grant (the “Option
Period”). Notwithstanding the foregoing, unless #pplicable Stock Option Agreement or other writigreement between the Company and
a Participant provides otherwise, an Option shalire earlier than the end of the Option Periothimfollowing circumstances:

0] If prior to the end of the Option Period, the Rapént shall undergo a Normal Termination, the Qpti
shall expire on the earlier of the last day of @ion Period and the date that is three montles #ite date of such Normal Termination;
provided, however, that any Participant whose employment with thenfany or any Affiliate is terminated and who is sedpuently rehired
by the Company or any Affiliate prior to the expioa of the Option shall not be considered to hawdergone a termination. In the event
Normal Termination, the Option shall remain exabls by the Participant for the period describethéfirst sentence of this Section 7(e)
only to the extent the Option was exercisable attitne of such Normal Termination.

(i) If the Participant dies prior to the end of the iGptPeriod and while still in the employ or servafethe
Company or an Affiliate, or following a Normal Teimation but prior to the expiration of an OptiohetOption shall expire on the earlier of
the last day of the Option Period and the dateithame year after the date of death of the Pa#iti. In such event, the Option shall remain
exercisable by the person or persons to whom thi&cipant’s rights under the Option pass by willtbe applicable laws of descent and
distribution until its expiration, only to the ertethe Option was exercisable by the Participathatime of death.

(iii) If the Participant ceases employment or servich thi¢ Company and Affiliates for reasons other than
Normal Termination or death, the Option shall egpinmediately upon such cessation of employmeseorice.
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® Other Terms and Conditions. Except as specifically provided otherwise in ac&t@ption Agreement, each
Option granted under the Plan shall be subjedi¢ddllowing terms and conditions:

0] Each Option or portion thereof that is exercisahiall be exercisable for the full amount of such
exercisable portion or for any part thereof.

(i) Each Option shall cease to be exercisable, asytstzare of Stock, when the Participant purchases th
share or when the Option expires.

(iii) Subject to Section 9(h), Options shall not be tienable by the Participant except by will or thev$aof
descent and distribution and shall be exercisalimg the Participant’s lifetime only by the Paipiant.

(iv) Each Option shall vest and become exercisabled#iticipant in accordance the provisions of $acii

(d).

(v) At the time of any exercise of an Option, the Cotteai may, in its sole discretion, require a Pgréiot to
deliver to the Committee a written representatlaat the shares of Stock to be acquired upon sueltise are to be acquired for investment
and not for resale or with a view to the distribatthereof. Upon such a request by the Committeleyery of such representation prior to the
delivery of any shares of Stock issued upon exemisin Option shall be a condition precedent ¢oritpht of the Participant or such other
person to purchase any such shares. In the esgdificates for Stock are delivered under the Riéth respect to which such investment
representation has been obtained, the Committeeceese a legend or legends to be placed on sutificeges to make appropriate reference
to such representation and to restrict transféhénabsence of compliance with applicable fedaratate securities laws.

(vi) Each Participant awarded an Incentive Stock Optiwater the Plan shall notify the Company in writing
immediately after the date he or she makes a di§gjng disposition of any shares of Stock acquipdsuant to the exercise of such
Incentive Stock Option. A disqualifying dispositics any disposition (including any sale) of sutbc before the later of (a) two years after
the Date of Grant of the Incentive Stock Option émdone year after the date the Participant aeduine Stock by exercising the Incentive
Stock Option.

(9) Incentive Stock Option Grants to 10% Stockholders. Notwithstanding anything to the contrary in this
Section 7, if an Incentive Stock Option is granied Participant who owns stock representing niueie ten percent of the voting power of all
classes of stock of the Company or of a SubsidthgyOption Period shall not exceed five years ftbenDate of Grant of such Option and
Option Price shall be at least 110 percent of éie Market Value (on the Date of Grant) of the &teubject to the Option.

(h) $100,000 Per Year Limitation for Incentive Stock Opions. To the extent the aggregate Fair Market Value
(determined as of the Date of Grant) of Stock foifal Incentive Stock Options are exercisable ferfttst time by any Participant during any
calendar year (under all plans of the Company) eds&100,000, such excess Incentive Stock Optiwaislse treated as Nonqualified Stock
Options.
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0] Voluntary Surrender. The Committee may permit the voluntary surrendalioér any portion of any
Nongqualified Stock Option granted under the Plabhda@onditioned upon the granting to the Partidipdia new Option for the same o
different number of shares of Stock as the Optiognendered or require such voluntary surrender@médition precedent to a grant of a new
Option to such Participant. Such new Option shaléxercisable at an Option Price, during an Og®eriod, and in accordance with any
other terms or conditions specified by the Comraitiethe time the new Option is granted, all deigechin accordance with the provisions
the Plan without regard to the Option Price, Opfamiod, or any other terms and conditions of tbadualified Stock Option surrendered.

8. Restricted Stock
€)) Award of Restricted Stock.

0] The Committee is authorized to award shares ofrResd Stock to any Eligible Person. Each award of
Restricted Stock shall be subject to the followdogditions of this Section 8, or to such other ¢os as may be reflected in the applicable
Restricted Stock Agreement.

(i) The Committee shall from time to time, in its saled absolute discretion, (A) select which Eligible
Persons shall be awarded Restricted Stock, (Byméte the purchase price, if any, and form of payhfier Restricted Stock; and (C)
determine any other terms and conditions applicibteich Restricted Stock, consistent with thisiPla

(iii) Upon the selection of a Participant to be awardestiitted Stock, the Committee shall instruct the
Secretary of the Company to issue a certificateesgmting such Restricted Stock and may impose cudlitions on the issuance of such
Restricted Stock as it deems appropriate.

(b) General Restrictions.

0] All shares of Restricted Stock issued under thés Fincluding any shares received by holders tHewéh
respect to shares of Restricted Stock as a ressibok dividends, stock splits or any other forfmexapitalization) shall, be subject to such
restrictions as the Committee shall provide, whigttrictions shall be set forth in the applicabésticted Stock Agreement and may include,
without limitation, restrictions concerning votimghts and transferability and restrictions basedloration of employment with the
Company, Company performance and individual peréoree; provided, however, that the Committee, oh $eians and conditions as it
determines to be appropriate, may remove any af élfie restrictions imposed by the terms of thetReted Stock Agreement including,
without limitation, upon a Change in Control. Rised Stock may not be transferred, sold or enanadb until all restrictions terminate or
expire.

(i) The Committee, in its sole discretion, may impasehsother restrictions on Shares of RestrictedkSasc
it may deem advisable or appropriate, in accordantethis Section 8.
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(iii) The Committee may set restrictions based upondhie@ement of specific performance objectives
(Company-wide, divisional, or individual), applidalfederal or state securities laws, or any otlasiddetermined by the Committee in its
discretion.

(c) Section 162(m) Performance Restrictions.For purposes of qualifying grants of Restrictéoct as
“performance-based compensation” under Sectionipaf the Code, the Committee, in its discretiomyrset restrictions based upon the
achievement of Performance Goals. The Perform@uoeds shall be set by the Committee on or befaedatest date permissible to enable
Restricted Stock to qualify as “performance-basmdmensation” under Section 162(m) of the Codegrémting Restricted Stock which is
intended to qualify under Section 162(m) of the €dtie Committee shall follow any procedures deigenhby it from time to time to be
necessary or appropriate to ensure qualificaticdh®Restricted Stock under Section 162(m) of thdeJe.g., in determining the Performa
Goals).

(d) Legend on Certificates. The Committee, in its discretion, may legenddéesificates representing Restricted
Stock to give appropriate notice of such restriegio For example, the Committee may determinesthiaie or all certificates representing
Shares of Restricted Stock shall bear the folloviaggnd:

“The sale or other transfer of the shares of stepkesented by this certificate, whether voluntarygluntary, or b
operation of law, is subject to certain restriciam transfer as set forth in the Veeco Instrumimts2000 Stock Incentive
Plan and in a Restricted Stock Agreement. A cdpgh@Plan and such Restricted Stock Agreementheagbtained from
the Secretary of Veeco Instruments Inc.”

(e) Termination of Employment. Except as otherwise expressly provided for heoeiin the applicable Restricted
Stock Agreement, any shares of Restricted Stocklwaie subject to restriction at the time of an Exwyge’s termination of employment with
the Company for any reason, or when a directorgiee as director of the Company ends or when awting arrangement terminates, as
applicable, shall be forfeited upon such terminmatiad the Participant shall have no further rightsr with respect to such shares.

)] Repurchase of Restricted Stock. The Committee shall provide in the terms of eadlividual Restricted Stock
Agreement that upon a termination of employmera Bfrticipant or, if applicable, upon a terminatidrany consulting relationship between
the restricted stockholder and the Company, the f@om shall have the right but not the obligationptirchase any Restricted Stock held by
such Participant or consultant at a cash pricespare equal to the price paid by the Participagbosultant for such Restricted Stock;
provided, however, that provision may be made loaguch right of repurchase shall exist in the eeéa Normal Termination or terminatis
of consultancy without Cause.

(9) Restricted Stock Agreement. Restricted Stock shall be issued only pursuaatwaitten Restricted Stock
Agreement, which shall be executed by the Partitipad an authorized officer of the Company andctvishall contain such terms and
conditions as the Committee shall determine, ctasisvith this Plan.
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(h) Escrow; Rights as a Stockholder. The Secretary of the Company or such other eshmder as the Committee
may appoint shall retain physical custody of eaafificate representing Restricted Stock untiladlithe restrictions imposed under the
Restricted Stock Agreement with respect to theeshavidenced by such certificate expire or shalelzen removed. While such shares are
held by the escrow holder, the Participant shalehanless otherwise provided by the Committeesarjiect to the provisions of this
Section 8, all the rights of a stockholder withpes to said shares, subject to any restrictionsngnother shareholders of Common Stock,
including the right to receive all dividends andetdistributions paid or made with respect toghares represented by such certificate;
provided, however, that in the discretion of ther@uttee, any extraordinary distributions with respe the Common Stock shall be subject
to the restrictions set forth in this Section 8.

0] Return of Restricted Stock to Company. On the date set forth in the applicable Restli@tock Agreement, the
Restricted Stock for which restrictions have npskd shall revert to the Company and again shatirhe available for grant under the Plan.
9. General

€)) Additional Provisions of a Plan Award. Plan Awards granted to a Participant under tlh@ Blso may be subject

to such other provisions (whether or not applicabléhe benefit awarded to any other Participastha Committee determines appropriate
including, without limitation, provisions to asstie Participant in financing the purchase of shafeStock upon the exercise of options,
provisions for the forfeiture of or restrictions msale or other disposition of shares of Stockimed under any Plan Award, provisions
giving the Company the right to repurchase shafr&ark acquired under any Plan Award in the etleatParticipant elects to dispose of
such shares, provisions allowing the Participamiéat to defer the receipt of shares of Stock uperexercise of Options for a specified time
or until a specified event, and provisions to comith Federal and state securities laws and Fédardhstate tax withholding requirements.
Any such provisions shall be reflected in the agghlie Plan Award Agreement.

(b) Privileges of Stock Ownership.Except as otherwise specifically provided in tharPho person shall be entitled
to the privileges of ownership in respect of shafeStock which are subject to Plan Awards hereundél such shares have been issued to
that person.

(c) Government and Other Regulations. The obligation of the Company to make payment ahPAwards in shares
of Stock or otherwise shall be subject to all aggitie laws, rules, and regulations, and to suchoapis by governmental agencies as may be
required. Notwithstanding any terms or conditiohany Plan Award to the contrary, the Companyldi@under no obligation to issue, offer
to sell or to sell and shall be prohibited fromuisg, offering to sell or selling any shares of&tpursuant to a Plan Award unless such share:
have been properly registered for issuance ormatuant to the Securities Act with the Securidied Exchange Commission or unless the
Company has received an opinion of counsel, satmfato the Company, that such shares may bedssditered or sold without such
registration pursuant to an available exemptionetnem and the terms and conditions of such exemngtave been fully complied with. The
Company shall be under no obligation to registeidsuance or sale under the Securities Act artlgethares of Stock to be issued, offere
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sold under the Plan. If the shares of Stock issoffdred for sale or sold under the Plan are @dsaffered or sold pursuant to an exemption
from registration under the Securities Act, the @amy may restrict the transfer of such shares amglegend Stock certificates representing
such shares of Stock in such manner as it deenmsaddly to ensure the availability of any such exiomp

(d) Tax Withholding.

0] A Participant may be required to pay to the Compamgny Affiliate and the Company or any Affiliate
shall have the right and is hereby authorized tbtvald from any shares of Stock or other propeeijverable under any Plan Award or from
any compensation or other amounts owing to a Raati¢ the amount (in cash, Stock or other propertyny required tax withholding and
payroll taxes in respect of the issuance, vestingxercise of any Plan Award, or any payment ardfer under a Plan Award or under the
Plan and to take such other action as may be reagessthe opinion of the Company to satisfy alligétions for the payment of such taxes.

(i) Without limiting the generality of clause (i) abgitke Committee may, in its sole discretion, pemnit
Participant to satisfy, in whole or in part, thedgoing withholding liability (but no more than thenimum required withholding liability) by
(A) delivery of shares of Stock owned by the Pgtint (which shares must be Mature Shares) withiaNfarket Value equal to such
withholding liability or (B) having the Company Wwhold from the number of shares of Stock othenissaable pursuant to the exercise of an
Option or from any Restricted Stock Award a numiifeshares of Stock with a Fair Market Value eqoauch withholding liability.

(e) Claim to Plan Awards and Employment Rights. No employee of the Company or any Affiliate, oreatiperson,
shall have any claim or right to be granted a Plesard under the Plan or, having been selectedhigtant of a Plan Award, to be selected
for a grant of any other Award. Neither the Plan any action taken hereunder shall be construgivasy any Participant any right to be
retained in the employ or service of the Compangror Affiliate.

® No Liability of Committee Members. No member of the Committee shall be personallyididly reason of any
contract or other instrument executed by such memben his behalf in his capacity as a membehefGommittee nor for any mistake of
judgment made in good faith, and the Company shdéimnify and hold harmless each member of the Citteerand each other employ:
officer or director of the Company to whom any datypower relating to the administration or intetiation of the Plan may be allocated or
delegated, against any cost or expense (includingsel fees) or liability (including any sum paidsiettlement of a claim) arising out of any
act or omission to act in connection with the Riatess arising out of such person’s own fraud difwbad faith; provided, howeverthat
approval of the Board shall be required for thempat of any amount in settlement of a claim aganstsuch person. The foregoing right of
indemnification shall not be exclusive of any othghts of indemnification to which such personsyrha entitled under the Company’s
Articles of Incorporation or By-Laws, as a mattétaw, or otherwise, or any power that the Comparay have to indemnify them or hold
them harmless.
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(9) Governing Law. The Plan shall be governed by and construed inrdacce with the internal laws of the State of
Delaware without regard to the principles of carfliof law thereof, or principals of conflicts af of any other jurisdiction which could
cause the application of the laws of any jurisdictother than the State of Delaware.

(h) Nontransferability.

0] Each Option shall be exercisable only by the Ppditt during the Participant’s lifetime, or, if peissible
under applicable law, by the Participant’s legamlian or representative. No Plan Award may b&yasd, alienated, pledged, attached, sold
or otherwise transferred or encumbered by a Ppatitiotherwise than by will or by the laws of deg@nd distribution and any such
purported assignment, alienation, pledge, attachmsate, transfer or encumbrance shall be voiduarehforceable against the Company or
any Affiliate; providedthat the designation of a beneficiary shall notstibmte an assignment, alienation, pledge, attachnsale, transfer or
encumbrance.

(i) Notwithstanding the foregoing, the Committee odigegate may, in its sole discretion, permit
Nonqualified Stock Options or Restricted Stock éattansferred by a Participant, without consideratsubject to such rules as the Comm
may adopt consistent with any applicable Plan Awsgdeement to preserve the purposes of the Plan, to

(A) any person who is a “family member” of the Partégip as such term is used in
the instructions to Form S-8 (collectively, the firadiate Family Members”);

(B) a trust solely for the benefit of the Participantldis or her Immediate Family
Members;

© a partnership or limited liability company whosdyopartners or shareholders
are the Participant and his or her Immediate FaMéynbers; or

(D) any other transferee as may be approved eithéy(tdje Board or the
Committee in its sole discretion, or (b) as prodidte the applicable Plan Award Agreement;

(each transferee described in clauses (A), (B)a(@) (D) above is hereinafter referred to as artiteed Transferee”); provideithat the
Participant gives the Committee advance writteiceadescribing the terms and conditions of the pseg transfer and the Committee noti
the Participant in writing that such a transfer \Wdozomply with the requirements of the Plan. Forgoses of this paragraph, “delegate” shall
refer to the Chief Executive Officer of the Compaeycept with respect to the transfer of any ofe€kixecutive Officer's own Plan Awards.

(iii) The terms of any Plan Award transferred in accozdawith the preceding paragraph (ii) shall applyhi®
Permitted Transferee and any reference in the Btan,any applicable Plan Award Agreement, to eii€ipant shall be deemed to refer to the
Permitted Transferee, except that (A) Permittech3ierees shall not be entitled to transfer any
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Plan Awards, other than by will or the laws of dasgcand distribution; (B) Permitted Transfereedlstat be entitled to exercise any
transferred Plan Awards unless there shall befateh registration statement on an appropriate fowvering the shares of Stock to be
acquired pursuant to the exercise of such Plan dwahe Committee determines, consistent with apglicable Plan Award Agreement, that
such a registration statement is necessary or ppate, (C) the Committee or the Company shallbeotequired to provide any notice to a
Permitted Transferee, whether or not such notice igould otherwise have been required to be gieehe Participant under the Plan or
otherwise, and (D) the consequences of terminatiche Participant's employment by, or serviceghe, Company or any Affiliate under the
terms of the Plan and the applicable Plan Awarde@grent shall continue to be applied with respetitedParticipant, following which the
Plan Awards shall be exercisable by the Permitteahdferee only to the extent, and for the perisdsgified in the Plan and the applicable
Plan Award Agreement.

0] Reliance on Reports.Each member of the Committee and each member @dhed shall be fully justified in
relying, acting or failing to act, and shall notlkzble for having so relied, acted or failed td imcgood faith, upon any report made by the
independent public accountant of the Company amc @y other information furnished in connectiothwthe Plan by any person or persons
other than himself.

0 Relationship to Other Benefits. No payment under the Plan shall be taken into atdoudetermining any
benefits under any pension, retirement, profitisigaigroup insurance or other benefit plan of tleenPany or any Affiliate, except as
otherwise specifically provided in such other plan.

(k) Expenses.The expenses of administering the Plan shall beebby the Company.
()] Pronouns. Masculine pronouns and other words of masculinelgeshall refer to both men and women.
(m) Titles and Headings. The titles and headings of the sections in the BRtarfor convenience of reference only, and

in the event of any conflict, the text of the Pleather than such titles or headings shall control.

(n) Termination of Employment. For all purposes herein, a person who transfera #mployment or service with
the Company to employment or service with an Adféi or vice versa, or from employment or servicia wne Affiliate to employment or
service with another Affiliate, shall not be deentedhave terminated employment or service withGoenpany or any such Affiliate.

(0) Severability . If any provision of the Plan or any Plan Awargréement is or becomes or is deemed to be invalid,
illegal, or unenforceable in any jurisdiction ortasany person or Plan Award, or would disqualifg Plan or any Plan Award under any law
deemed applicable by the Committee, such provisiall be construed or deemed amended to confothetapplicable laws, or if it cannot
be construed or deemed amended without, in therdetation of the Committee, materially altering ih&ent of the Plan or the Plan Award,
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such provision shall be stricken as to such jucisol, person or Plan Award and the remainder eRtan and any such Plan Award shall
remain in full force and effect.

10. Changes in Capital Structure

Plan Awards granted under the Plan and any Plarrd\greements, the maximum number of shares ofk3tabject to all
Plan Awards and Incentive Stock Options statedeictiSn 5(a) and the maximum number of shares afkStath respect to which any one
person may be granted Plan Awards during any petated in Section 5(d) shall be subject to adjastror substitution, as determined by
Committee in its sole discretion, as to the numpece or kind of a share of Stock or other consitien subject to such Plan Awards or as
otherwise determined by the Committee to be eqlaitdpin the event of changes in the outstanditarSor in the capital structure of the
Company by reason of stock or extraordinary cagtueinds, stock splits, reverse stock splits, reeatipation, reorganizations, mergers,
consolidations, combinations, exchanges, or otflewant changes in capitalization occurring atterDate of Grant of any such Plan Award
or (ii) in the event of any change in applicabldaor any change in circumstances which results imould result in any substantial dilution
or enlargement of the rights granted to, or avéslétr, Participants, or which otherwise warrargsitable adjustment because it interferes
with the intended operation of the Plan. Any atipent in Incentive Stock Options under this Sectifrshall be made only to the extent not
constituting a “modification” within the meaning 8&ction 424(h)(3) of the Code, and any adjustmamder this Section 10 shall be made in
a manner which does not adversely affect the exemptovided pursuant to Rule 16b-3 under the ErgkaAct. Further, with respect to
Plan Awards intended to qualify as “performanceebasompensation” under Section 162(m) of the Cedeh adjustments or substitutions
shall be made only to the extent that the Commi&termines that such adjustments or substitutizens be made without causing the
Company to be denied a tax deduction on accoueofion 162(m) of the Code. The Company shall gaeh Participant notice of an
adjustment hereunder and, upon notice, such adpmteiall be conclusive and binding for all purpgose

Notwithstanding the above, in the event of anyheffollowing:

A. The Company is merged or consolidated with anatbgsoration or entity and, in connection therewith,
consideration is received by shareholders of the@@my in a form other than stock or other equitgri@sts of the surviving entity;

B. All or substantially all of the assets of the Compare acquired by another person;
C. The reorganization or liquidation of the Company; o
D. The Company shall enter into a written agreemennttergo an event described in clauses A, B oraveab

then the Committee may, in its discretion and ugbleast 10 days advance notice to the affectezbper cancel any outstanding Plan Awz:
and pay to the holders thereof, in cash or Stockng combination thereof, the value of such Plarals based upon the price per share of
Stock received or to be received by other sharehsldf the Company in the event. The
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terms of this Section 10 may be varied by the Cabesin any particular Plan Award Agreement.
11. Effect of Change in Control

Except to the extent reflected in a particular PAawrard Agreement or other written agreement betwherCompany and a
Participant:

(@) In the event of a Change in Control, all Plan Avgastiall become immediately vested and exercisaltleaay
restrictions applicable to shares of RestrictedISshall terminate with respect to 100 percenhefghares subject to such Plan Award;
provided, however, that no such vesting or termination shall oc€pravision has been made in writing in connectidgth such transaction
for (a) the continuation of the Plan and/or assummpdf such Plan Awards by a successor corpordtioa parent or subsidiary thereof) or (b)
the substitution for such Plan Awards of new opgion Restricted Stock awards covering the stoeksafccessor corporation (or a parent or
subsidiary thereof), with appropriate adjustmesttogthe number and kinds of shares and exercisesprin the event of any such
continuation, assumption or substitution, the Riad/or such Plan Awards shall continue in the maand under the terms so provided.

(b) In addition, in the event of a Change in Contrioé Committee may in its discretion and upon attlé@slays’
advance notice to the affected persons, cancebatsganding Plan Awards and pay to the holderetifem cash or stock, or any combinal
thereof, the value of such Plan Awards based upemptice per share of Stock received or to be vededy other shareholders of the
Company in the event.

(c) The obligations of the Company under the Plan $iebinding upon any successor corporation or gzgéon
resulting from the merger, consolidation or otlemrganization of the Company, or upon any succeassporation or organization succeec
to substantially all of the assets and busineskeoCompany. The Company agrees that it will negigropriate provisions for the
preservation of Participants’ rights under the Rlaany agreement or plan which it may enter imtaaopt to effect any such merger,
consolidation, reorganization or transfer of assets

12. Nonexclusivity of the Plan

Neither the adoption of this Plan by the Board thersubmission of this Plan to the stockholderthefCompany for
approval shall be construed as creating any lifitaton the power of the Board to adopt such dti@ntive arrangements as it may deem
desirable, including, without limitation, the grang of stock options otherwise than under this P#éamd such arrangements may be either
applicable generally or only in specific cases.
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13. Amendments and Termination

@ Amendment and Termination of the Plan. The Board may amend, alter, suspend, discontomuerminate the
Plan or any portion thereof at any time; provideat no such amendment, alteration, suspensiotpmtisiuation or termination shall be made
without shareholder approval if such approval isassary to comply with any tax or regulatory reguient applicable to the Plan (including
as necessary to prevent the Company from beingedeniax deduction on account of Section 162(nth®iCode); and providddrtherthat
any such amendment, alteration, suspension, disc@mice or termination that would impair the rigbtsny Participant or any holder or
beneficiary of any Plan Award theretofore grantedllsnot to that extent be effective without thesent of the affected Participant, holder or
beneficiary.

(b) Amendment of Plan Award Agreements. The Committee may waive any conditions or rigiider, amend any
terms of, or alter, suspend, discontinue, cancttoninate, any Plan Award theretofore grantedherassociated Plan Award Agreement,
prospectively or retroactively; providéldat any such waiver, amendment, alteration, sispendiscontinuance, cancellation or termination
that would impair the rights of any Participant@spect of any Plan Award theretofore granted stwilto that extent be effective without the
consent of the affected Participant.

(c) Repricing. Notwithstanding any other provision of this Plan,amendment or modification of the Plan or of any
Stock Option Agreement may lower the exercise pofca previously granted award, nor may the Botrel,Committee or the Company
cancel and regrant an Option with the effect ofioépg an Option, without in either case shareholggroval.

* * *

This plan was originally adopted as the “Veecorlnmsients Inc. 2000 Stock Option Plan” by the BodrBioectors of Veeco
Instruments Inc. on April 3, 2000 and approvedHhsy $tockholders of Veeco Instruments Inc. on May20®0 and later amended with the
approval of the Board of Directors and the stoclbd of Veeco Instruments Inc. on May 11, 2001, May2002 and May 11, 2003. On
March 30, 2004, the Board of Directors approvet)jext to stockholder approval, and on May 7, 2@64 stockholders of Veeco approved,
an amendment and restatement of this plan, inauaichange in the name of this plan to the “Veastriiments Inc. 2000 Stock Incentive
Plan.”
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Exhibit 31.1

CERTIFICATION PURSUANT TO
13a — 14(a) or Rule 15d — 14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934

I, Edward H. Braun, Chairman and Chief Executivéig@f of Veeco Instruments Inc., certify that:

1.

2.

| have reviewed this quarterly report on Form 1@€xhe period ended June 30, 2004 of Veeco Ingniminc.;

Based on my knowledge, this report does not comrtajnuntrue statement of a material fact or omgitée a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

Based on my knowledge, the financial statementsodimer 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;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disete 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 proceduresiused such disclosure controls and procedures tiesigned 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 registadtsclosure controls and procedures and preséntbis 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 hatenwally affected, or is reasonably likely to maddly affect, the registrant’s
internal control over financial reporting; and

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

€)) All significant deficiencies and material weaknesiethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; and

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

August 2, 200

/sl EDWARD H. BRAUN

Edward H. Braur
Chairman and Chief Executive Offic
Veeco Instruments In




Exhibit 31.2

CERTIFICATION PURSUANT TO
13a — 14(a) or Rule 15d — 14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934

I, John F. Rein, Jr., Executive Vice President.eChinancial Officer and Secretary of Veeco Instemts Inc., certify that:

1.

2.

| have reviewed this quarterly report on Form 1@€xhe period ended June 30, 2004 of Veeco Ingniminc.;

Based on my knowledge, this report does not comrtajnuntrue statement of a material fact or omgitée a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

Based on my knowledge, the financial statementsodimer 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;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disete 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 proceduresiused such disclosure controls and procedures tiesigned 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 registadtsclosure controls and procedures and preséntbis 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 hatenwally affected, or is reasonably likely to maddly affect, the registrant’s
internal control over financial reporting; and

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

€)) All significant deficiencies and material weaknesiethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; and

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

August 2, 2004

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President, Chief Financial Offi
and Secretar

Veeco Instruments In




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 @Qfor the period ended June 30, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Edward Halh, Chairman and Chief Executive
Officer of the Company, certify, pursuant to 18 WL SSection 1350, as adopted pursuant to Secti6roBthe 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 gets, in all material respects, the financial ctadiand results of
operations of the Company.

August 2, 2004

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Offic
Veeco Instruments In

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$ gfefn 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 Veecstinments Inc. (the “Company”) on Form @Q0for the period ended June 30, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, John F.rRRéi., Executive Vice President, Chief
Financial Officer, and Secretary of the Companytifye pursuant to 18 U.S.C. Section 1350, as aglbjpiursuant 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 gets, in all material respects, the financial ctadiand results of
operations of the Company.

August 2, 2004

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President, Chief Financial Offic
and Secretar

Veeco Instruments In

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.




