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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

ACT OF 1934
For the quarterly period ended September 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¢&l3) 677-0200

Website:www.veeco.com

Indicate by check mark whether the Registranthél filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been

subject to such filing requirements for the pastl@s. Yesxl No O
Indicate by check mark whether the Registrant ia@elerated filer (as defined in Rule 12b-2 offxehange Act). Yesxl No O
Indicate by check mark whether the Registrantsbell company (as defined in Rule 12b-2 of the Bxgfe Act). Yesdd No X

30,000,910 shares of common stock, $0.01 par ymushare, were outstanding as of the close ohbasion October 31, 2005.




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 intendei¢mtify forward-looking statements. All forwarddking statements are subject to a number
of risks and uncertainties that could cause actsllts to differ materially from projected resuksictors that may cause these differences
include, but are not limited to:

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

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

i We depend on a limited number of customers thatadpén highly concentrated industries.
. Our quarterly operating results fluctuate signifitha.

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

i Our inability to attract, retain and motivate keypoyees could have a material adverse effect ofvesiness.
. We are exposed to the risks of operating a globsiness.

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

. We face securities class action and shareholdéradiee lawsuits which could result in substantaséts, diversion of
management’s attention and resources and negatbleity.

i We rely on a limited number of suppliers.
. We may not obtain sufficient affordable funds tweince our future needs.
. We are subject to risks of non-compliance with emvwnental and safety regulations.

i We have adopted certain measures that may haveaiativer effects which may make an acquisitionwfcompany by
another company more difficult.

. The other matters discussed under the heading “famant’s Discussion and Analysis of Financial Cbadiand Results of
Operations” contained in this Report and in Veatwsiruments Inc. (the “Company’s”) Annual ReportFmrm 10K for the yea
ended December 31, 2004.

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

Available Information

We file annual, quarterly and current reports, infation statements and other information with teeusities and Exchange
Commission (the “SEC”). The public may read andycapy materials we file with the SEC at the SEQibIR Reference Room at 450 Fifth
Street, N.W., Washington, D.C. 20549. The publiymitain information on the operation of the Pullieference Room by calling the SEC
at 1-800-SEC-0330. The SEC also maintains an leteite that contains reports, proxy and infornratitatements, and other information
regarding issuers that file electronically with ®EC. The address of that site is http://www.sec.go

Internet Address

We maintain a website where additional informationcerning our business and various upcoming ewame found. The address
of our website is www.veeco.com. We provide a limkour website, under Investors — Financial InNfaSEC 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 repottese filings are posted to our Internet site ag smoreasonably practicable after we
electronically file such material with the SEC.
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Part I. Financial Information

Item 1. Financial Statements

Veeco Instruments Inc. and Subsidiaries

Condensed Consolidated Statements of Operations

Net sales
Cost of sales
Gross profit
Costs and expense
Selling, general and administrative expe
Research and development expe
Amortization expens
Other expense, net
Total operating expenses
Operating income (loss)
Interest expense, net
Income (loss) before income taxes
Income tax provision (benefit)
Net income (loss

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

Weighted average shares outstanc
Diluted weighted average shares outstan

(In thousands, except per share data)

(Unaudited)

Three Months Ended
September 30,

2005 2004

$ 100,07¢ $ 97,36°
55,81¢ 61,01

44,26 35,45:

21,21( 19,59(

14,38 14,90

4,03¢ 4,33¢

41z 17¢

40,04¢ 38,99¢

4,21% (3,542)

1,81F 1,79:

2,39¢ (5,33)

832 (3,162)

$ 1566 $ (2,179
$ 0.0 $ (0.07)
$ 0.0: $ (0.07)
29,96¢ 29,67(

30,36( 29,67(

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

(Unaudited)
Nine Months Ended
September 30,
2005 2004

Net sales $ 297,340 $ 287,47¢
Cost of sales 172,12 174,30¢
Gross profit 125,22( 113,16°
Costs and expense

Selling, general and administrative expe 62,81¢ 61,16¢

Research and development expe 45,07 43,51¢

Amortization expens 12,55¢ 13,801

Other expense (income), net 38t (471
Total operating expenses 120,83( 118,01¢
Operating income (loss) 4,39( (4,857
Interest expense, net 5,92( 6,231
Loss before income taxes (1,530 (11,087
Income tax provision (benefit) 2,05¢ (4,547)
Net loss $ (3,585 $ (6,540)
Net loss per common she $ (0.129) $ (0.22)
Diluted net loss per common share $ (0.129) $ (0.22)
Weighted average shares outstant 29,89« 29,62¢
Diluted weighted average shares outstan 29,89« 29,62¢

See accompanying notes.
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Assets
Current asset:
Cash and cash equivalel

Accounts receivable, less allowance for doubtfaloants of $1,913 in 2005 and $2,420 in 2!

Inventories

Prepaid expenses and other current a:
Deferred income taxes

Total current assets

Property, plant and equipment at cost, less acatedidepreciation of $75,775 in 2005 and

$67,565 in 200:
Goodwill

Veeco Instruments Inc. and Subsidiaries

Condensed Consolidated Balance Sheets

(In thousands)

Purchased technology, less accumulated amortizafi48,820 in 2005 and $39,181 in 2(

Other intangible assets, less accumulated amadizaf $21,416 in 2005 and $19,702 in 2(

Long-term investment
Other assets
Total assets

Liabilities and shareholders equity
Current liabilities:

Accounts payabl

Accrued expense

Deferred profit

Income taxes payab

Current portion of long-term debt
Total current liabilities

Long-term debt, net of current portic
Other noi-current liabilities
Shareholders’ equity

Total liabilities and shareholders’ equity

See accompanying notes.
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September 30, December 31,
2005 2004
(Unaudited)
$ 111,700 % 100,27t
86,24¢ 85,91«
99,46¢ 110,64
7,34 9,03¢
3,07¢ 3,09¢
307,83t 308,96¢
70,371 73,51
97,61( 94,64*
58,94¢ 68,58’
23,11 25,00°
3,611 3,541
4,59¢ 2,652
$ 566,09 $ 576,91:
$ 32,92: $ 25,47¢
48,36 63,43¢
2,60¢ 1,19¢
1,74 1,70z
37C 354
86,00¢ 92,16¢
229,30: 229,58:
4,34¢ 2,81¢
246,43¢ 252,35.
$ 566,09 $ 576,91




Veeco Instruments Inc. and Subsidiaries
Condensed Cons olidated Statements of Cash Flows
(In thousands)

(Unaudited)
Nine Months Ended September 3C
2005 2004

Operating activities
Net loss $ (3,589 $ (6,540
Adjustments to reconcile net loss to net cash plexviby operating activitie:
Depreciation and amortizatic 22,40: 23,69¢
Deferred income taxes (259 (9,139
Loss on sale of property, plant and equipn 34¢€ —
Non-cash compensation exper 72 —
Other — 35
Changes in operating assets and liabilit

Accounts receivable (4,87¢) (9,579

Inventories 10,177 (20,597

Accounts payabl 7,642 15,51¢

Accrued expenses, deferred profit and other cutianitities 1,17¢ 11,58¢

Other, net (3,645 (57)
Net cash provided by operating activit 29,45¢ 4,931
Investing activities
Capital expenditures (8,557 (9,51¢)
Payment for net assets of businesses acquired (15,039 (1,000
Proceeds from sale of property, plant and equipraedtassets held for s: 2,26( 2,641
Net (purchases) maturities of Ic-term investments (70 4,33:
Net cash used in investing activit| (21,407 (3,549
Financing activities
Proceeds from stock issuar 1,82( 3,017
Repayment of long-term debt (264) (250)
Net cash provided by financing activiti 1,55¢ 2,767
Effect of exchange rates on cash and cash equigalen 1,81: (3)
Net change in cash and cash equival 11,427 4,151
Cash and cash equivalents at beginning of period 100,27t 106,83(
Cash and cash equivalents at end of period $ 111,70 $ 110,98:

Non-Cash ltems

During the first nine months of 2005, the Compaayg hon-cash items excluded from the Condensed Gdateal Statements of
Cash Flows of approximately $4.2 million. This ambconsists of (1) $1.8 million of additional phese price relating to the acquisition of
Manufacturing Technology Inc., which resulted iocaresponding increase to goodwill; (2) $1.3 millior the transfer of property, plant and
equipment to inventory; and (3) $1.1 million fhetaccrual of a contingent earn-out payment tddatmer shareholders of Nanodevices Inc.
related to the achievement of certain revenue tsudering the third quarter of 2005, which will paid in the first quarter of 2006, and has
been reflected as additional goodwill.

During the first nine months of 2004, the Compaayg hon-cash items excluded from the Condensed Gdatal Statements of
Cash Flows of approximately $7.3 million. This ambconsists of (1) $6.0 million for the accrualofontingent earn-out payment to the
former owner of TurboDisc, resulting from the acteiment of certain revenue targets during the thirarter of 2004, which was paid in the
first quarter of 2005 and has been reflected agiaddl goodwill; (2) $0.9 million for the transfef other current assets to property, plant and
equipment; and (3) $0.4 million for the transfeirofentory to property, plant and equipment.

See accompanying notes.
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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 nine monthdeginSeptember 30, 2005 are not
necessarily indicative of the results that may Xygeeted for the year ending December 31, 2005.furtrer information, refer to the financ
statements and footnotes thereto included in thagamy’s Annual Report on Form
10-K for the year ended December 31, 2004.

Net income (loss) per common share and dilutedneeme (loss) per common share are computed usng/¢ighted average
number of common shares outstanding during the@gerThe effect of approximately 212,000 commoniejant shares for the nine months
ended September 30, 2005, and the effect of appaigly 283,000 and 525,000 common equivalent stardke three and nine months
ended September 30, 2004, respectively, were aiidi, and therefore are not included in the widghaverage shares outstanding.

Three Months Ended
September 30,

Nine Months Ended
September 30,

2005 2004

2005 2004

(In thousands)

(In thousands)

Weighted average shares outstant 29,96¢ 29,67( 29,89 29,62¢
Dilutive effect of stock options and warra 39¢ — — —
Diluted weighted average shares outstan 30,36( 29,67( 29,894 29,62¢

In addition, the effect of the assumed conversiosubordinated convertible debentures into appraxéty 5.7 million common
equivalent shares is antidilutive for the three aim& months ended September 30, 2005 and 2004harefore is not included in the diluted
weighted average shares outstanding.

The Company accounts for its stock option plansutite recognition and measurement principles afofioting Principles Board
(“APB”) Opinion No. 25,Accounting for Stock Issued to Employees, and related interpretations. No stock option pensation expense is
reflected in net income (loss), as all options ggdrunder the stock option plans had an exercise pgual to the market value of the
underlying common stock on the date of grant. fbilewing table illustrates the effect on net inc@ifioss) and diluted net income (loss) per
common share if the Company had applied the fdireveecognition provisions, under which stock optewmpensation expense would be
recognized as incurred, of Statement of Financ@oiinting Standards (“SFAS”) No. 128;counting for Sock-Based Compensation , to
stock-based employee compensation.

Three Months Ended Nine Months Ended

September 30, September 30,
2005 2004 2005 2004
(In thousands, except per share amount:

Net income (loss), as report $ 1566 $ 2,179 $ (3,585 $ (6,540
Deduct: Total stock-based employee compensatioarese

determined under fair value based method for adirdg; net

of related tax effect (3,909 (3,239 (29,127 (9,162)
Pro forma net los $ (2,33 $ (5,407) $ (32,700 $ (15,707
Net income (loss) per common she
Net income (loss) and diluted net income (loss)quanmon

share, as reporte $ 0.0t $ (0.0 $ 0.19) $ (0.22)
Net loss per common share, pro for $ (0.0¢) $ (0.1¢) $ (1.09 $ (0.5%)




On April 12, 2005, the Compensation Committee {tbemmittee”) of the Company’s Board of Directorgpapved the acceleration
of vesting of unvested, out-of-the-money stock apdigranted prior to September 1, 2004 under Veextotk option plans. An option was
considered out-of-the-money if the option exergigee was greater than the closing price of Veecotamon stock on the NASDAQ
National Market on April 11, 2005 ($15.26), thetlaading day before the Committee approved thelacation. As a result of this actic
options to purchase approximately 2,522,000 shar¥geco’s common stock became immediately exdotgsancluding options held by
Veeco’s executive officers to purchase approxinyatéR,000 shares of common stock. The weightedageecexercise price of the options
accelerated was $21.24.

The purpose of the accelerated vesting was to mditaifuture compensation expense that Veeco wdhkhwise recognize in its
statement of operations with respect to these exaeld options upon the adoption by Veeco of SFAS123(R) (See Note 2). In addition,
because many of these options had exercise pigafiGantly in excess of current market valuegythvere not providing an effective means
of employee retention and incentive compensatitime future compensation expense that will be avhidlased on Veeco's implementation
date for SFAS No. 123(R) of January 1, 2006, igexmately $7.9 million in 2006 and $3.6 million 2007. Pro forma net loss for the nine
months ended September 30, 2005, presented albolgalés the impact of the accelerated vesting.

Reclassifications
Certain amounts in the 2004 consolidated finarste@lements have been reclassified to conform Wet2005 presentation.
Note 2—Recent Accounting Pronouncements

On December 16, 2004, the Financial Accounting @&edats Board (“FASB”) issued SFAS No. 123(R) (re#i2004),Share-Based
Payment , which is a revision of SFAS No. 128¢counting for Sock-Based Compensation. SFAS No. 123(R) supersedes APB Opinion
No. 25,Accounting for Sock Issued to Employees, and amends SFAS No. %atement of Cash Flows. Generally, the approach in SFAS
No. 123(R) is similar to the approach describe8HAS No. 123. However, SFAS No. 123(R) requirestadir-based payments to employe
including grants of employee stock options, tod@gnized in the income statement based on thewdmes. Pro forma disclosure is no
longer an alternative. On April 14, 2005, the S#éims and Exchange Commission extended the adogatsmof SFAS No. 123(R) to no later
than the beginning of the first fiscal year begmafter June 15, 2005. Early adoption will benpiged in periods in which financial
statements have not yet been issued. The Compaegtsxo adopt SFAS No. 123(R) as of January 16.200

SFAS No. 123(R) permits public companies to ad@ptaquirements using one of two methods:

1. A *“modified prospective” method in which cpensation cost is recognized beginning with thectiife date (a) based on the
requirements of SFAS No. 123(R) for all share-bgsmanents granted after the effective date angbgd on the requirements
of SFAS No. 123 for all awards granted to employ@és to the effective date of SFAS No. 123(R)ttteamain unvested on the
effective date.

2. A “modified retrospective” method which indes the requirements of the modified prospectigthod described above, but
also permits entities to restate based on the ataquaviously recognized under SFAS No. 123 foppees of pro forma
disclosures for either (a) all prior periods preésdror (b) prior interim periods of the year of ption.

The Company has not yet determined whether itadtipt SFAS No. 123(R) using the modified prospecthethod or the modified
retrospective method.

As permitted by SFAS No. 123, the Company curreatigounts for share-based payments to employeeg ASIB Opinion No. 25
intrinsic value method and, as such, generallygezes no compensation cost for employee stoclkgtiAccordingly, the adoption of SF,
No. 123(R’s fair value method will have a significant impact the consolidated results of operations, althdugill have no impact on the
Company’s overall consolidated financial positiarhe impact of adoption of SFAS No. 123(R) canr®ptedicted at this time because it
will depend on levels of share-based payments gdaintthe future. However, had the Company adoftedlS No. 123(R) in prior periods,
the impact of that standard would have approxim#tedmpact of SFAS No. 123 as described in thelassire of pro forma net loss and net
loss per common share in Note 1 to Veeco’s Conde@sasolidated Financial Statements. SFAS No.RPalso requires the benefits of tax
deductions in excess of recognized compensatidntade reported as a financing cash flow, rathantas an operating cash flow as required
under current literature. This requirement willuee consolidated net operating cash flows aneaser consolidated net financing cash fl
in periods after adoption. While the Company camstimate what those amounts will be in the fufbecause they depend on, among other
things, when employees




exercise stock options), the Company did not reizegany amount of consolidated operating cash flimvsuch excess tax deductions in
2005 or 2004.

Note 3—Balance Sheet Information
Inventories

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

September 30 December 31
2005 2004
(In thousands)

Raw materialt $ 49.23. % 52,30:
Work-in-progress 35,48: 35,00¢
Finished goods 14,75 23,33¢

$ 99,46t $ 110,64

Accrued Warranties

The Company estimates the costs that may be ircturrder the warranty it provides and records dlifgtin the amount of such
costs at the time the related revenue is recognifedtors that affect the Company’s warranty lighinclude product failure rates, material
usage and labor costs incurred in correcting profdilares during the warranty period. The Compgpayiodically assesses the adequacy of
its recorded warranty liability and adjusts the amtcas necessary. Changes in the Company’s wwidiabtlity during the period are as
follows:

Nine Months Ended September 3C
2005 2004
(In thousands)

Balance as of January $ 6,771 $ 3,90¢
Warranties issued during the per| 4,08t 4,01t
Settlements made during the period (4,499 (1,965
Balance as of September 30 $ 6,36 $ 5,95¢

Note 4—Segment Information

The Company currently uses three separate repatiggents to manage the business, review operasngs, assess performance
and allocate resources. The first segment, calbedbeam and mechanical process equipment,” coeshine etch, deposition and dicing and
slicing products sold mostly to data storage custsmirhis segment includes production facilitiePiainview, New York, Ft. Collins,
Colorado and Camarillo, California. The second segfncalled “epitaxial process equipmenméludes the molecular beam epitaxy and
organic chemical vapor deposition products pringegdld to high brightness light emitting diode amideless telecommunications customers.
This segment includes production facilities inFdul, Minnesota and Somerset, New Jersey. Thegbgchent, called “metrology,”
represents equipment that is used to provide afisisrface measurements on products such as safnitton devices and thin film magnetic
heads and includes Veeco's broad line of atomicefonicroscopes, optical interferometers and stytofilers sold to semiconductor
customers, data storage customers and thousanelseafrch facilities and scientific centers. Thgnsent includes production facilities in
Santa Barbara, California and Tucson, Arizona.

The Company evaluates the performance of its raplersegments based on income or loss from opesdtiefore interest, income
taxes and amortization (“EBITA”). The accountindipies of the reportable segments are the samieose described in the summary of
significant accounting policies. Costs excludedrfreegment profit primarily consist of interest, atimation, income taxes, corporate
expenses, as well as other unusual charges foh@sed in-process technology, restructuring and aapairment charges and merger-related
costs. Corporate expenses are comprised primdrggmeral and administrative expenses.

10




The following table presents certain data pertgniothe reportable product segments of the Comfmmthe three and nine months ended
September 30, 2005 and 2004, and at Septembef88,ahd December 31, 2004, in thousands:

lon Beam and

Mechanical Epitaxial Unallocated
Process Process Corporate
Equipment Equipment Metrology Amount Total

Three Months Ended September 30, 20C
Net sales $ 39,38¢ $ 9,99 % 50,697 $ — $ 100,07¢
Income (loss) before interest, taxes, amortization

and certain charges (EBIT/ 4,18¢ (4,87¢) 11,69: (2,750 8,251
Interest expense, n — — — 1,81¢ 1,81¢
Amortization expens 92C 2,37: 457 28¢ 4,03¢
Income (loss) before income tax 3,26¢ (7,249 11,23¢ (4,857 2,39¢
Three Months Ended September 30, 2004
Net sales 30,291 33,401 33,66! — 97,36’
(Loss) income before interest, taxes, amortization

and certain charges (EBIT/ (235) 82¢ 1,93: (1,732 794
Interest expense, n — — — 1,79:¢ 1,79
Amortization expens 78¢ 2,44¢ 79€ 307 4,33¢
(Loss) income before income ta» (1,024 (1,616 1,137 (3,832 (5,335
Nine Months Ended September 30, 20C
Net sales 113,82¢ 47,07: 136,44: — 297,34
Income (loss) before interest, taxes, amortization

and certain charges (EBIT/ 10,82¢ (11,959 25,97 (7,909 16,94«
Interest expense, n — — 5,92( 5,92(
Amortization expens 3,06( 7,121 1,49¢ 87¢ 12,55¢
Income (loss) before income tax 7,76¢ (19,079 24,47¢ (14,70 (1,530
Total assets as of September 30, 2005 185,16( 122,90! 136,87 121,15t 566,09!
Nine Months Ended September 30, 20C
Net sales 103,55( 66,44 117,48: — 287,47t
Income (loss) before interest, taxes, amortization

and certain charges (EBIT/ 4,35¢ (2,627 14,38¢ (5,667) 10,45«
Interest expense, n — — — 6,231 6,231
Amortization expens 3,091 7,45¢ 2,33¢ 91¢ 13,80
Merger, restructuring and oth — — — 1,49¢ 1,49¢
Income (loss) before income tax 1,26 (10,079 12,04 (14,31Y (11,08:)
Total assets as of December 31, 20 184,26t $ 144,02: $ 140,65 $ 107,97 $ 576,91:

Corporate total assets are comprised principallyash at September 30, 2005 and December 31, 2004.
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The following table outlines the components of gmbdwill by business segment at September 30, a883ecember 31, 2004 (in
thousands):

September 30, December 31,
2005 2004
lon Beam and Mechanical Process Equipn $ 29,101 $ 27,27¢
Epitaxial Process Equipme 39,141 39,09:
Metrology 29,36¢ 28,27¢
Total $ 97,61( $ 94,64¢

Note 5—Comprehensive Income (Loss)

The Company’s comprehensive income (loss) is caagrof net income (loss), adjusted for foreign ency translation
adjustments. The Company had no other sourcestiaffecomprehensive income (loss). The Companytbiad comprehensive income
(loss) of $0.9 million and ($7.8) million for thieree and nine months ended September 30, 200®ctasgy, and ($2.3) million and ($7.0)
million for the three and nine months ended Septr3b, 2004, respectively.

Note 6—Restructuring

As a result of the acquisitions of Manufacturingfieology Inc. and Advanced Imaging Inc. and theltesy plan of consolidation
the two facilities in Ventura and Camarillo, Califia, certain londived assets of Advanced Imaging, Inc. were classias held for sale as
December 31, 2004. In accordance with SFAS No. Adehunting for the Impairment or Disposal of Long-Lived Assets, these long-lived
assets were measured at the lower of their cargfmgunt or fair value less cost to sell. Fair eakas determined by the Company based
upon the actual sale proceeds, which were recéivEdbruary 2005 and April 2005. Approximately $thilion of fixed assets held for sale
are included in prepaid expenses and other cuasssats in the accompanying Condensed Consolidateatd Sheets at December 31, 2004.

In conjunction with the plan announced by the Conypa October 2004 to reduce employment levels @ In 2005, the Company
recorded restructuring and other expenses of appately $3.6 million in the fourth quarter of 200fhe $3.6 million charge consisted of
$2.8 million of personnel severance costs and & ®llion accrual for costs related to an interimalestigation of improper accounting
transactions at the Company’s TurboDisc busineis un

The $2.8 million charge for personnel costs inctudeverance-related costs for approximately 107@eps, which included
management, administration and manufacturing enegleyocated at the Company’s Plainview, New Yok @amarillo, California (ion
beam and mechanical process equipment) operatlSomerset, New Jersey and St. Paul, Minnespit@xX&l process equipment)
operations, the Santa Barbara, California and Tuc&azona (metrology) facilities, the sales andva offices located in France, England
and Singapore, and the corporate offices in Woodtew York. As of September 30, 2005, approxima$a.4 million has been paid and
approximately $0.4 million remains accrued. Theagrder is expected to be paid during the fourthriguaf 2005.

The $0.8 million charge for costs related to therimal investigation of improper accounting tranigexs at the Company'TurboDis:
business unit included accounting, legal and atleliting fees of external consultants who assigi#iiithe investigation. As of
September 30, 2005, all costs have been paid aathoant remains accrued.
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A reconciliation of the liability for the merger dmestructuring charges during 2004 relating teesawvce and investigation costs is as
follows (in millions):

lon Beam and

Mechanical Epitaxial
Process Process Unallocated

Equipment Equipment Metrology Corporate Total
Charged to accrual $ 1C $ 04 $ 04 $ 18 $ 3.€
Cash payments during 20 0.3 — 0.1 0.3 0.7
Cash payments during the nine months

ended September 30, 20 0.7 0.4 0.2 1.1 2.5

Balance as of September 30, 2005 $ — 8 — 3 — $ 04 $ 0.4
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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, high brightness light emitting dig#¢B-LED”) and wireless telecommunications induss. Veeco’s products also enable
advancements in the growing field of nanoscienakather areas of scientific and industrial resea@r process equipment products
precisely deposit or remove (etch) various mateirathe manufacturing of advanced thin film magnkeeads (“TFMHs”Yor the data storag
industry and the HB-LED and wireless telecommuiiicest industries. The Company currently uses thepaste reporting segments to
manage the business, review operating resultssagsgformance and allocate resources. The &igghent, called “ion beam and mechanical
process equipment”, combines the etch, deposii@gision lapping and slicing and dicing productisl snostly to data storage customers.
The second segment, called “epitaxial process ey, includes the Molecular Beam Epitaxy (“MBE)d Metal Organic Chemical Vay
Deposition (“MOCVD") products primarily sold to HBED and wireless telecommunications customers. tfind segment, called
“metrology”, represents equipment that is usedrtwide critical surface measurements on produath a8 semiconductor devices and
TFMHSs, and includes our broad line of atomic fonzieroscopes (“AFMs”), optical interferometers amyglss profilers sold to semiconductor
customers, data storage customers and thousamneseafrch facilities and scientific centers. Thisipopent allows customers to monitor their
products throughout the manufacturing processdermto improve yields, reduce costs and improvelpcoquality. Our metrology solutions
include key research instruments used by many sities, scientific laboratories and industrial kgations.

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

Highlights of the Third Quarter of 2005:

. Sales were $100.1 million, up 2.8% from &9illion in the third quarter of 2004, down 3.2Z¥quentially from $103.4
million in the second quarter of 2005.

Orders were $84.6 million, up 6.4% from &/aillion in the third quarter of 2004, down 28.B¥quentially from $118.6
million in the second quarter of 2005.

. Net income of $1.6 million, compared withet loss of $2.2 million in the third quarter @fQ.

Cash and cash equivalents increased $2i8mmcompared with a decrease of $6.4 millioritie third quarter of 2004.

Highlights of the First Nine Months of 2005:
i Sales were $297.3 million, up 3.4% from &38million in the first nine months of 2004.
. Orders were $302.0 million, down 6.0% fr$821.3 million in the first nine months of 2004.
i Net loss of $3.6 million, compared withet foss of $6.5 million in the first nine months2ffo4.

. Cash and cash equivalents increased $lillidmafter the effect of making eamut payments during the first quarter total
$15.0 million relating to acquisitions, comparedhaan increase of $4.2 million in the first ninemtizs of 2004, after the effect
of making an earn-out payment of $1.0 million.

Current Business Conditions/Outlook:

In the first nine months of 2005, Veeco reportddsaf $297.3 million, a 3.4% increase from the &88million reported in the first
nine months of 2004. Veeco's bookings were $30210om down from the $321.3 million reported inetfirst nine months of 2004. Third
quarter orders were $84.6 million, up 6.4% overgher year but down 28.7% sequentially from thrersg) $118.6 million Veeco booked in
the second quarter of this year. We had forecabsgdhird quarter bookings would be weak follogvihe strong second quarter, but orders
were about 10.0% lower than anticipated. We exaeémprovement in fourth quarter orders, currefahgcasted to be between $90-100
million. During the third quarter we experiencexine seasonality due to customer vacation shut daawmsin previous years we have seen
that this seasonality effect improves in the foutiarter. In particular, we expect orders to inverim the fourth quarter from our data stor:
semiconductor and scientific research marketsa fesult of the weak third quarter booking rategdteis reducing its headcount by
approximately 5.0% in the fourth quarter, with mamyions having already been taken.

For the 2005 year, Veeco had forecasted thatventees would be flat to modestly higher than trevipus year, and that the
Company would focus on improving its profitabilityfhis plan, which is expected to be met for tharyes based upon headcount
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reductions as well as a product mix expectatior2fiy5 revenues that has led to, and we expectaiillinue to lead to, increased gross
margins. The Company currently expects higher 2896nues in ion beam products, lower 2005 revemuepitaxial equipment products
and growth in its metrology revenues as compared@!. This revenue mix change, as well as otietofs such as improved pricing and
volume increases in some product lines was expgatathas resulted in higher gross margins in sabkequent quarter of 2005 compared
with 2004. In the third quarter, Veeco reportedfd@urth consecutive quarter with gross margin mepments of approximately two
percentage points per quarter. Veeco's third guanoss margins improved to 44.2%, up about gightentage points from the third quarter
of 2004 and about two percentage points higher thasecond quarter of 2005. Veeco currently espgross margins to increase again in
the fourth quarter of 2005 as compared to the tiirarter of 2005.

Technology changes are continuing in all of Vesanarkets: the continued ramp up of capacity foG8hard drives in data stora
and investments in next generation drives for snétirm factor hard disk drive consumer device @afibns; the increased use of Veeco’s
automated AFMs for 90 nanometer and below semicttodapplications; the opportunity for Veeco's MOB\ANnd MBE products to further
penetrate the emerging HB-LED and wireless magad; the continued funding of nanoscience reseahitihwis one driver of Veeco’s
scientific research business. While Veeco’s custsmemain cautious regarding capital spending, éine placing orders for certain of
Veeco's process equipment and metrology produetsethable the production of their next generatimupcts. Veeco remains well
positioned to provide leadership technologies fomgh applications in semiconductor, data stor&tfg,LED/wireless and scientific
research. While 2005 will be a relatively flat y@ath significantly improved profitability compadeto 2004, we currently forecast that 2006
will be a growth year for the company driven by néeeco product introductions in lon Beam, Epitaxiati Metrology, which address the
multi-market growth opportunities outlined aboweeco currently intends to maintain its focus omsgrmargin and profitability
improvements into 2006.
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Results of Operations:
Three Months Ended September 30, 2005 and 2004
The following tables show selected items of Vee@dsidensed Consolidated Statements of Operatienseptages of sales and

comparisons between the three months ended Sept@®pb2005 and 2004 and the analysis of sales atetofor the same periods between
our segments, industries and regions (in thousands)

Three Months Ended Dollar
September 30, Incr/(Decr)
2005 2004 Year to Year
Net sales $ 100,07¢ 100.(% $ 97,361 100.(% $ 2,711
Cost of sale: 55,81¢ 55.¢ 61,91 63.€ (6,097
Gross profit 44,26: 44.2 35,45« 36.4 8,80¢
Operating expense
Selling, general anadministrative expens 21,21( 21.2 19,59( 20.1 1,62(
Research and development expe 14,38¢ 14.4 14,90( 15.2 (512
Amortization expens 4,03¢ 4.C 4,33¢ 4.4 (29¢)
Other expense, n 413 0.4 17C 0.2 243
Total operating expens 40,04¢ 40.C 38,99¢ 40.1 1,05:
Operating income (lost 4,21z 4.2 (3,547 (3.6 7,755
Interest expense, n 1,81¢ 1.8 1,79:¢ 1.8 22
Income (loss) before income tax 2,39¢ 2.4 (5,339 (5.5 7,73:
Income tax provision (benefi 832 0.8 (3,162) (3.3 3,994
Net income (loss $ 1,56¢€ 1.6% $ (2,179 22% $ 3,73¢
Sales Orders
Three Months Ended Dollar and Percentage Three Months Ended Dollar and Percentage Book to
September 30, Incr/(Decr) September 30, Incr/(Decr) Bill Ratio
2005 2004 Year to Year 2005 2004 Year to Year 2005 2004
Segment Analysis
lon Beam and Mechanical
Process Equipmel $ 39,38¢ $ 30,297 $ 9,09z 30.(% $ 34,46: $ 18,72¢ $ 15,73t 84.(% 0.87 0.62
Epitaxial Process
Equipment 9,99: 33,401 (23,41Y) (70.7) 12,68¢ 15,54t (2,867) (18.9) 1.27 0.47
Metrology 50,69: 33,66 17,03¢ 50.€ 37,40¢ 45,22¢ (7,816 (17.9) 0.74 1.34
Total $ 100,07¢ $ 97,367 $ 2,711 2.8% $ 84,55 $ 74,497 $ 5,05¢ 6.4% 0.84 0.82
Industry Analysis
Data Storage $ 50,11¢ $ 27,05 $ 23,06: 85.2% $ 33,55 $ 18,83 $ 14,721 78.2% 0.67 0.7¢
HB-LED/wireless 9,43: 34,42¢ (24,997 (72.6) 14,64 14,65: 5) — 158 0.4z
Semiconducto 12,22¢ 10,36¢ 1,86( 17.¢ 11,271 15,86¢ (4,59 (29.0) 0.9z 1.5¢2
Research and Industrial 28,30 25,52 2,78( (10.9) 25,08 30,14¢ (5,069) (16.6) 0.8¢ 1.1¢€
Total $ 10007t $ 97,360 $ 2,711 28% $ 8455 $ 7949 $ 5,05¢ 6.4% 0.84 0.82
Regional Analysis
us $ 3683 $ 31,80 $ 5,03: 15.8% $ 30,49¢ $ 31,828 $  (1,32) (4.2% 0.82 1.0C
Europe 15,97¢ 18,307 (2,33)) (12.7) 18,231 17,44¢ 78E 45 1.14 0.9%
Japan 12,35! 13,03: (679) (5.2 16,79¢ 12,95¢ 3,83¢ 29.€ 1.3¢€ 0.9¢
Asia-Pacific 34,91¢ 34,22¢ 68¢ 2.0 19,02¢ 17,26% 1,761 10.2 0.54 0.5C
Total $ 100,07t $ 97,360 $ 2,711 2.8y $ 84558 $ 79,497 $ 5,05¢ 6.4% 0.84 0.82
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Net sales of $100.1 million for the third quarté2605 were up 2.8% from the comparable 2004 periBy segment, metrology
sales were up $17.0 million or 50.6% and ion beathraechanical process equipment sales were updiBidn or 30.0%, while epitaxial
process equipment sales were down $23.4 millior0dt%. Metrology sales were up primarily due twréased purchases in the
semiconductor, data storage and research and iredusarkets. The improvement in ion beam and raeital process equipment sales is
principally attributable to increased purchasesléia storage customers resulting from a continoedsitry increase in capacity as well as
technology investment in next-generation, higheabdensity perpendicular thin film heads. Theréase in epitaxial process equipment
sales is principally attributable to decreased Ipases by HB-LED/wireless customers. By regioresal the U.S. and Asia Pacific increased
by 15.8% and 2.0%, respectively, while sales inoparand Japan declined by 12.7% and 5.2%, respBctiThe Company believes that th
will continue to be quarter-to-quarter variationgtie geographic distribution of sales.

Orders of $84.6 million for the third quarter of@Dincreased by $5.1 million, or 6.4%, from the pamable 2004 period. By
segment, the 84.0% increase in ion beam and meaxdigmmbcess equipment was due to increased ondernsdata storage customers. The
18.4% decrease in epitaxial process equipment ®xdas driven by an $8.2 million reduction in ordenrsMOCVD systems offset by an
increase in MBE orders of $5.3 million. The 17.8&crease in metrology orders was due to a $5.8&millecrease in AFM orders and a $2.0
million decrease in optical metrology orders.

The Company’s book/bill ratio for the third quartdr2005, which is calculated by dividing ordersaiwed in a given time period by
revenue recognized in the same time period, wak Gstorically, the third quarter has been thedst quarter for orders for each of the last
five years impacted by vacation shut downs andrdibging factors. During the quarter ended Sept3b, 2005, the Company experien
order cancellations of $8.3 million and the resclied of order delivery dates by customers printypeelated to the MOCVD product line.
The Company’s backlog as of September 30, 2005appoximately $131.7 million. Due to changing Imesis conditions and customer
requirements, the Company may continue to expegieaacellations and/or rescheduling of orders.

Gross profit for the quarter ended September 305 2@as 44.2%, as compared to 36.4% in the thirdtguaf 2004. The ion beam
and mechanical process equipment gross marginsased from 34.8% to 41.0% and the metrology grasgims increased from 49.5% to
52.6%, in each segment primarily due to increaségss/olume. Epitaxial process equipment grosgimsidecreased from 24.7% to 14.0%,
primarily due to a 70.1% reduction in sales volupmagstly from MOCVD products.

Selling, general and administrative expenses wate2fmillion, or 21.2% of sales, in the third gearf 2005, compared with $19.6
million, or 20.1%, in the third quarter of 2004h&$1.6 million increase is primarily attributabdehigher insurance and legal costs, an
increase in personnel costs, including incentiveuscaccruals and annual salary increases, as svieit@emental costs attributable to the
Manufacturing Technology Inc. acquisition during flourth quarter of 2004.

Research and development expense totaled $14idmill the third quarter of 2005, a decrease o5 $illion from the third quarter
of 2004, due primarily to spending reductions ia épitaxial process equipment division. As a patage of sales, research and development
decreased in the third quarter of 2005 to 14.4% fi®.3% in the third quarter of 2004.

Amortization expense totaled $4.0 million in thedhquarter of 2005 compared to $4.3 million in thed quarter of 2004, due to
reductions in amortization expense for intangilseeas that were fully amortized.

Other expense, net, of $0.4 million in the thir&adar of 2005 consisted of net foreign exchangsdesnd other expenses. Other
expense, net, of $0.2 million in the third quard&R004 principally consisted of foreign exchangéng and losses.

Net interest expense was $1.8 million in the tlgjuérters of 2005 and 2004.

Income tax provision for the quarter ended SepterBbe2005 amounted to $0.8 million, principally foreign taxes, compared w
an income tax benefit of $3.2 million in the thidarter of 2004. For the year ended December@¥4,dn accordance with the provisions of
SFAS No. 109Accounting for Income Taxes , the Company recorded a charge of approximatedyG&illion to establish a valuation
allowance against the balance of its domestic efsrced tax assets, which consisted of net operédiss and tax credit carryforwards, as well
as temporary deductible differences. For thetguanded September 30, 2005, the Company incardeanestic net loss and, accordingly,
established a valuation allowance to offset doroakdferred tax assets. If the Company is ableatze part or all of the deferred tax assets
in future periods, it will reduce its provision fimcome taxes with a reversal of the valuationvedioce in an amount that corresponds with the
income tax liability generated.
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Nine Months Ended September 30, 2005 and 2004

The following tables show selected items of Vee&@disidensed Consolidated Statements of Operatiensgtages of sales and
comparisons between the nine months ended Sept&@p2005 and 2004 and the analysis of sales atatofor the same periods between
our segments, industries and regions (in thousands)

Nine Months Ended Dollar
September 30, Incr/(Decr)
2005 2004 Year to Year
Net sales $ 297,34. 100.% $ 287,47¢ 100.% $ 9,867
Cost of sales 172,12: 57.¢ 174,30¢ 60.€ (2,186
Gross profit 125,22( 42.1 113,16 39.4 12,05
Operating expense
Selling, general and administrative expe 62,81¢ 21.1 61,16¢ 21.5 1,65(
Research and development expe 45,07t 15.2 43,51¢ 15.1 1,55¢
Amortization expens 12,55¢ 4.2 13,801 4.8 (1,259
Other expense (income), net 38t 0.1 (477 0.2 85€
Total operating expenses 120,83( 40.€ 118,01¢ 41.1 2,81z
Operating income (loss) 4,39( 1.5 (4,85)) 1.7 9,241
Interest expense, net 5,92( 2.C 6,231 2.2 (317
Loss before income taxes (1,530 (0.9 (11,089 (3.9 9,55:
Income tax provision (benefit) 2,05¢ 0.7 (4,542 (1.6) 6,591
Net loss $ (3,585 12% $ (6,540 (2.3% $ 2,95¢
Sales Orders
Nine Months Ended Dollar and Percentage Nine Months Ended Dollar and Percentage Book to
September 30, Incr/(Decr) September 30, Incr/(Decr) Bill Ratio
2005 2004 Year to Year 2005 2004 Year to Year 2005 2004
Segment Analysis
lon Beam and
Mechanical Process
Equipment $ 11382t $ 103,55( $ 10,27¢ 9.9% $ 132,25! $ 92,93 $ 39,32: 42.% 1.1¢ 0.9C
Epitaxial Process
Equipment 47,07: 66,44 (19,370) (29.2) 38,70« 109,23: (70,52 (64.6) 0.82 1.64
Metrology 136,44 117,48 18,95¢ 16.1 131,08t 119,13( 11,95¢ 10.C 0.9¢ 1.01
Total $ 297340 $ 287,47¢ $ 9,861 34% $ 302,04 $ 321,29¢ $ (19,259 (6.00% 1.0z 1.1z
Industry Analysis
Data Storage $ 123,10: $ 94,02( $ 29,08: 30.% $ 139,24¢ $ 90,22: $ 49,027 54.2% 1.1z 0.9¢
HB-LED/wireless 45,64; 72,401 (26,759 (37.0 41,89; 104,74t (62,859 (60.0) 0.9z 1.45
Semiconducto 46,47¢ 39,18 7,28¢ 18.€ 44,66¢ 48,18 (3,529 (7.9 0.9¢ 1.2t
Research and Industr 82,12¢ 81,86¢ 25€ 0.3 76,24( 78,14¢ (1,90%) (2.9 0.9¢ 0.9t
Total $ 297,340 $ 287,47¢ $ 9,86 3.4% $ 302,04 $ 321,29¢ $ (19,25)) (6.0% 1.0z 1.1z
Regional Analysis
us $ 9943t $ 10357, $ (4,13 (40%$ 99,12 $ 133,06. $ (33,947 (25.5% 1.0 1.2¢
Europe 60,17¢ 49,03¢ 11,14( 22.7 50,93t 43,99¢ 6,93t 15.¢ 0.8t 0.9C
Japar 47,337 47,54: (208) (0.4) 53,20¢ 48,55( 4,65¢ 9.6 1.1: 1.02
Asia-Pacific 90,39¢ 87,321 3,06¢ 35 98,78! 95,68’ 3,09/ 3.2 1.0¢ 1.1C
Total $ 297,340 $ 287,47t $ 9,867 3.4 $ 302,04 $ 321,29t $ (19,25)) (6.0% 1.0z 1.1z

Net sales of $297.3 million for the nine monthsesh&eptember 30, 2005 were up $9.9 million or ¥ the comparable 2004
period. By segment, metrology sales were up $a8llibn or 16.1% and ion beam and mechanical preeggiipment and metrology sales
were up $10.3 million or 9.9%, while epitaxial pess equipment sales were down $19.4 million or929.Zhe increase in metrology sales is
principally attributable to increased automated Afdles. The improvement in ion beam
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and mechanical process equipment sales is prigigtatibutable to an increase in the data storageket, offset by a decline in the HB-
LED/wireless market. The decline in epitaxial prsg equipment sales is principally attributablddgoreased purchases by HB-LED/wireless
customers. By region, sales in Europe and Asi#iPatcreased 22.7% and 3.5%, respectively, whdies in the U.S. and Japan declined by
4.0% and 0.4%, respectively. The Company beli¢hasthere will continue to be period-to-periodigtions in the geographic distribution of
sales.

Orders of $302.0 million for the nine months en&egtember 30, 2005 represented a decrease of BilBa®, or 6.0%, from the
comparable 2004 period. By segment, the 64.6%edserin epitaxial process equipment orders wasmlby a $66.4 million reduction in
orders for MOCVD systems and a decrease in MBErerde$4.1 million. The 42.3% increase in ion besmd mechanical process
equipment was due to increased orders from datagga@ustomers. The 10.0% increase in metrologgrengdas due to a $2.8 million incre
in AFM products and a $9.1 million increase in oatimetrology products.

The Company’s book/bill ratio for the nine montimsled September 30, 2005, which is calculated bigidiy orders received in a
given time period by revenue recognized in the same period, was 1.02.

Gross profit for the nine months ended Septembg2305 was 42.1%, as compared to 39.4% in the cabfeaperiod of 2004.
Gross profit in 2004 was negatively impacted byb$illion in purchase accounting adjustments retatd the acquisitions of the TurboDisc
business unit and Aii. These purchase accountipgsaments resulted from the required capitalizatibprofit in inventory and the
permanent elimination of certain deferred reventiee ion beam and mechanical process equipmens grasgins were 40.5% in the first
nine months of 2005, as compared to 35.0% in theegazeriod in 2004, primarily due to increased vatlend cost cutting measures at the
Plainview ion beam facility during the nine mon#rsled September 30, 2005. Epitaxial process eauipgross margins in the first nine
months of 2005 were 19.1%, as compared to 24. eiprior year period. This decrease was due2®.2% reduction in sales volumes
primarily from MOCVD products. Metrology gross ngars decreased from 52.7% to 51.4% principally wue less favorable product mix
AFM products.

Selling, general and administrative expenses wé2eSmillion, or 21.1% of sales in the nine monthsled September 30, 2005,
compared with $61.2 million, or 21.3% in the ninenths ended September 30, 2004. The $1.6 milliorease is primarily attributable to
higher insurance and legal costs, an increaseciued bonuses and annual salary increases, aasveltremental costs attributable to the
Manufacturing Technology Inc. acquisition during flourth quarter of 2004.

Research and development expense totaled $45idnrdiiring the first nine months of 2005, an ineeeaf $1.6 million from the
first nine months of 2004, due an increase in pcodevelopment in the ion beam and mechanical piteb@al process equipment divisions.
As a percentage of sales, research and develogxpanse increased during the nine months endeér8bgt 30, 2005 to 15.2% from 15.:
for the corresponding period of 2004.

Other expense, net, for the nine months ended Bé&pte30, 2005, was $0.4 million, compared to otheome, net of $0.5 million
for the nine months ended September 30, 2004.

Net interest expense in the nine months ended Bé&ete30, 2005 was $5.9 million compared to $6.2ionilin the nine months
ended September 30, 2004. The change is pringiga# to the increase in interest income resufiogn higher interest rates.

Income tax provision for the nine months ended &aper 30, 2005 amounted to $2.1 million, princip#dir foreign taxes, compar
with a benefit of $4.5 million for the nine montbsded September 30, 2004. For the year ended Decéh, 2004, in accordance with the
provisions of SFAS No. 10®ccounting for Income Taxes, the Company recorded a charge of approximatetydsiillion to establish a
valuation allowance against the balance of its dsiim@et deferred tax assets, which consists obpetating loss and tax credit
carryforwards, as well as temporary deductibleetldhces. For the nine months ended Septemb&088, the Company incurred a dome
net loss and, accordingly, established a valuatimwance to offset domestic deferred tax asséthe Company is able to realize part or all
of the deferred tax assets in future periods, litn&duce its provision for income taxes with aeesal of the valuation allowance in an amount
that corresponds with the income tax liability gerted.

Liquidity and Capital Resources

The Company had a net increase in cash and casrakus of $11.4 million in the nine months en@aptember 30, 2005. Cash
provided by operations was $29.5 million for thesipd, as compared to cash provided by operatibfig.® million for the comparable 2004
period. Net income adjusted for non-cash itemsipgealoperating cash flows of $19.0 million for thiee months ended September 30, 2005,
compared to $8.1 million for the comparable 200dque Accounts receivable for the nine months enBlepgtember 30, 2005 increased by
$4.9 million, primarily due to increased billingtadity during September generated by the lon Beam
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business unit offset, in part, by a reduction im Epitaxial business unit related to a declinesiesvolume. During the nine months ended
September 30, 2005, inventories decreased by ajppatedy $10.2 million as each business segmentbiasnued to reduce its inventory
levels. During the nine months ended Septembe2@05, accounts payable increased by $7.6 milliamarily a result of the timing of
payment of certain vendor invoices. Accrued expgmsa other current liabilities increased $1.2iomllduring the nine months ended
September 30, 2005. Other, net increased by $Bi6mdue to the increased costs in capitalizefiveare, as well as prepaid insurance.

Cash used in investing activities of $21.4 millfon the nine months ended September 30, 2005, vimsaply due to earn-out
payments of $13.1 million to the former owner af fhurboDisc business unit, and $1.9 million tophevious shareholders of Nanodevices
Inc., and capital expenditures of $8.6 million,tfly offset by $2.2 million in proceeds from tkale of certain assets.

Cash provided by financing activities of $1.6 noillifor the nine months ended September 30, 20@tedsrom $1.8 million in
stock issuance proceeds offset by $0.2 millionehtgpayments.

The Company believes that existing cash balanogstfier with cash generated from operations andiate@vailable under the
Company'’s $50.0 million revolving credit facilitwill be sufficient to meet the Company’s projectedrking capital and other cash flow
requirements for the next twelve months, as wethasCompanys contractual obligations over the next three yearee Company believes
will be able to meet its obligation to repay théstanding $220 million subordinated notes that metn December 21, 2008 through a
combination of refinancing, cash generated fronraipens and/or other means.

The Company is potentially liable for earn-out payts to the former owners of the businesses aaiir2003 based on
revenue targets achieved by each of the respemtiyeired businesses. The maximum remaining anafuhese contingent liabilities is
$17.0 million, consisting of $9.0 million to therfoer shareholders of Aii over a two-year period,1$1illion to Nanodevices Inc. over a two-
year period and $6.9 million to the former owneiTafboDisc, over a ol-year period. Any amounts payable are to be paithd the first
quarter of 2006 and 2007 to the former owners 0BAd during the first quarter of 2006 to the forroener of TurboDisc. These payments
would be based on the Company achieving revenegdass of certain targets for the preceding figeat. The target for the $1.1 million
earn-out payment to Nanodevices Inc. was achiesed September 30, 2005 and will be paid durindfitisé quarter of 2006. It is not
presently possible to calculate the amounts, if #mt may be due to the former shareholders obAid the former owner of TurboDisc.

On March 15, 2005, the Company entered into a eewlving credit facility, which provides for borramgs of up to $50.0 million
(the “Facility”). The Facility’s annual interestteais a floating rate equal to the prime rate efalgent bank plu’s/4% and in the event the

Companys ratio of debt to cash flow is below a defined anipthe annual interest rate is adjustable torarmim rate equal to the prime r:
A LIBOR based interest rate option is also providBuke Facility has a term of three years and bamgs/under the Facility may be used for
general corporate purposes, including working edpihd acquisitions. The Facility contains certaistrictive covenants which, among other
requirements, impose limitations with respect ®iticurrence of indebtedness, the payment of diddgelong-term leases, investments,
mergers, acquisitions, consolidations and salesséts. The Company is required to satisfy cefitamcial tests under the Facility and
substantially all of the assets of the Companyitshaterial domestic subsidiaries, other than estdte, have been pledged to secure the
Company’s obligations under the Facility. As of &apber 30, 2005, no borrowings were outstandingutite Facility.
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Application of Critical Accounting Policies

General: Veeco’s discussion and analysis of its financtaldition and results of operations are based Me@to’s condensed
consolidated financial statements, which have lpgepared in accordance with accounting principkrsegally accepted in the United States.
The preparation of these financial statements regufeeco to make estimates and judgments thatt afffe reported amounts of assets,
liabilities, revenues and expenses. On an on-go&sis, management evaluates its estimates and @rdgnincluding those related to bad
debts, inventories, intangible assets and othey-lwed assets, income taxes, warranty obligatioestructuring costs and contingent
litigation. Management bases its estimates andngdgs on historical experience and on various dtwors that are believed to be
reasonable under the circumstances, the resultiioh form the basis for making judgments aboutddeying values of assets and liabilities
that are not readily apparent from other sourcestud results may differ from these estimates uniifégrent assumptions or conditions. The
Company considers certain accounting policiesedl&b revenue recognition, the valuation of invee® the impairment of goodwill and
indefinite-lived intangible assets, warranty cosiie,impairment of long-lived assets and the actingrior deferred taxes to be critical
policies due to the estimation processes involueshich.

Revenue Recognition: The Company recognizes revenue in accordanceSeithirities and Exchange Commission Staff Accogntin
Bulletin (“SAB”) No. 104,Revenue Recognition . Certain of our product sales are accounted fon@tiple-element arrangements in
accordance with EITF 00-2Revenue Arrangements with Multiple Deliverables. A multiple-element arrangement is a transactiorichvinay
involve the delivery or performance of multiple guzts, services or rights to use assets, and peaforze may occur at different points in ti
or over different periods of time. The Company ggines revenue when persuasive evidence of angemaant exists, the seller’s price is
fixed or determinable and collectibility is reasblygassured. For products produced according t&€trmapany’s published specifications,
where no installation is required or installatisrdeemed perfunctory and no substantive custonceptance provisions exist, revenue is
recognized when title passes to the customer, giyeipon shipment. For products produced accortbray particular customer’s
specifications, revenue is recognized when theymbhklas been tested, it has been demonstrateid theg¢ts the customer’s specifications and
title passes to the customer. The amount of reveex@ded is reduced by the amount of any custoetention (generally 10% to 20%),
which is not payable by the customer until instalais completed and final customer acceptaneeligeved. Installation is not deemed to be
essential to the functionality of the equipmentsiimstallation does not involve significant chasgethe features or capabilities of the
equipment or building complex interfaces and cotioas. In addition, the equipment could be insthldy the customer or other vendors and
generally the cost of installation approximatesydi® to 2% of the sales value of the related eqaiptnFor new products, new applications
of existing products, or for products with subsitamtustomer acceptance provisions where performaannot be fully assessed prior to
meeting customer specifications at the customey venue is recognized upon completion of ireiath and receipt of final customer
acceptance. Since title to goods generally passiéaetcustomer upon shipment and 80% to 90% ofdhéract amount becomes payable at
that time, inventory is relieved and accounts nesigle is recorded for the amount billed at the tohehipment. The profit on the amount
billed for these transactions is deferred and idetas deferred profit in the accompanying balaheets. At September 30, 2005 and
December 31, 2004, $2.6 million and $1.2 milliagspectively, are recorded in deferred profit. SEn@nd maintenance contract revenues are
recorded as deferred revenue, which is includedhiar accrued expenses, and recognized as revarastmight-line basis over the service
period of the related contract.

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

Goodwill and Indefinite-Lived Intangible Asset Impairment: The Company has significant intangible assetseéltd goodwill and
other acquired intangibles. In assessing the rgabilgy of the Company’s goodwill and other indgfe-lived intangible assets, the Company
must make assumptions regarding estimated futufe fb@ws 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 recoverabtejrtcarrying 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 depaients and a material decrease in the fair vdlgeroe or all of the assets. Assets are
grouped at the lowest levels for which there aemiifiable cash flows that are largely independdrhe cash flows generated by other asset
groups. Changes in strategy and/or market condgittoald significantly impact these assumptions, thnd Veeco may be required to record
impairment charges for the assets not previousigroed.
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Long-Lived Asset Impairment: The carrying values of long-lived assets arequically reviewed to determine whether any
impairment indicators are present. If it is detered that such indicators are present and the revidwates that the assets will not be fully
recoverable, based on undiscounted estimated kag dver the remaining depreciation period, teairying values are reduced to estims
fair value. Impairment indicators include, amonbestconditions, cash flow deficits, an historicaoticipated decline in revenue or operating
profit, adverse legal or regulatory developmentsl @ material decrease in the fair value of sonadl@f the assets. Assets are grouped at the
lowest level for which there is identifiable castwis that are largely independent of the cash flgerserated by other asset groups.
Assumptions utilized by management in reviewingifigpairment of long-lived assets could be affedigathanges in strategy and/or market
conditions which may require Veeco to record adddi impairment charges for these assets, as watairment charges on other long-
lived assets not previously recorded.

Warranty Costs:. The Company estimates the costs that may bergatuinder the warranty it provides and recordalality in the
amount of such costs at the time the related revénrecognized. Estimated warranty costs are m@ted by analyzing specific product and
historical configuration statistics and regionarraaty support costs. The Company’s warranty olibigeis affected by product failure rates,
material usage and labor costs incurred in comggiroduct failures during the warranty period.ths Company’s customer engineers and
process support engineers are highly trained aplbged globally, labor availability is a significafactor in determining labor costs. The
guantity and availability of critical replacemerarts is another significant factor in estimatingraaty costs. Unforeseen component failures
or exceptional component performance can alsotresahanges to warranty costs. If actual warranatsts differ substantially from the
Company’s estimates, revisions to the estimatedamty liability are required.

Deferred Tax Valuation Allowance: As part of the process of preparing Veeco’s casdd consolidated financial statements, the
Company is required to estimate its income taxessath of the jurisdictions in which it operatesisTfirocess involves estimating the actual
current tax expense, together with assessing teanpdifferences resulting from differing treatmefitems for tax and accounting purposes.
These differences result in deferred tax assetdiaitities, which are included within Veeco’s aensed consolidated balance sheet. The
carrying value of deferred tax assets is adjusted aluation allowance to recognize the extentlicch the future tax benefits will be
recognized on a more likely than not basis. Ourdeétrred tax assets consist primarily of net dpggdoss and tax credit carryforwards, and
timing differences between the book and tax treatro&éinventory and other asset valuations. Retitinaof these net deferred tax assets is
dependent upon our ability to generate future texadzome.

We record valuation allowances in order to redugedeferred tax assets to the amount expected ttedhieed. In assessing the
adequacy of recorded valuation allowances, we densi variety of factors, including the scheduledersal of deferred tax liabilities, future
taxable income, and prudent and feasible tax pfansirategies. Under SFAS No. 109, factors suctuaent and previous operating losses
are given significantly greater weight than thelaak for future profitability in determining the figred tax asset’s carrying value.

For the year ended December 31, 2004, the Comamayded a charge of approximately $54.0 millioestablish a valuation
allowance against the balance of its domestic efried tax assets, which consists of net operétiggyand tax credit carryforwards, as well
as temporary deductible differences. The valuaitowance was calculated in accordance with theigians of SFAS No. 109, which places
primary importance on the Company’s historical hssof operations. Although the Company’s resuitgilior years were significantly
affected by restructuring and other charges, thagamy’s historical losses and losses incurred du2i04 represented negative evidence
sufficient to require a full valuation allowancedan the provisions of SFAS No. 109. If the Compangble to realize part or all of the
deferred tax assets in future periods, it will reglits provision for income taxes with a reverdahe valuation allowance in an amount that
corresponds with the income tax liability generated

At September 30, 2005 and December 31, 2004, we twagign deferred tax assets, net of valuatiamalhces, of $3.1 million. We
believe it is more likely than not that we will Bble to realize these assets through the reduatifiriure taxable income.

Other Recent Accounting Pronouncements. On December 16, 2004, the Financial Accounting @&eafs Board issued SFAS No. 123
(R) (revised 2004)Share-Based Payment , which is a revision of SFAS No. 12&¢counting for Sock-Based Compensation . SFAS No. 123
(R) supersedes APB Opinion No. Zgcounting for Stock Issued to Employees, and amends SFAS No. %Batement of Cash Flows .
Generally, the approach in SFAS No. 123(R) is gintib the approach described in SFAS No. 123. Hewe&sFAS No. 123(R) requires all
share-based payments to employees, including goaetmployee stock options, to be recognized innbheme statement based on their fair
values. Pro forma disclosure is no longer an adtitra. SFAS No. 123(R) must be adopted no later tha beginning of the first fiscal year
beginning after June 15, 2005. Early adoption héllpermitted in periods in which financial statetsdrave not yet been issued. The
Company expects to adopt SFAS No. 123(R) on JarLa2006.

22




SFAS No. 123(R) permits public companies to adgptaquirements using one of two methods:

1. A “modified prospective” method in which cpansation cost is recognized beginning with theatffe date (a) based on the
requirements of SFAS No. 123(R) for all share-basmdnents granted after the effective date antdbgd on the requirements
of SFAS No. 123 for all awards granted to employ@és to the effective date of SFAS No. 123(R)tttemain unvested on the
effective date.

2. A “modified retrospective” method which indes the requirements of the modified prospectigthod described above, but
also permits entities to restate based on the ataquaviously recognized under SFAS No. 123 foppees of pro forma
disclosures for either (a) all prior periods prdedror (b) prior interim periods of the year of ption.

The Company has not yet determined whether itadtipt SFAS No. 123(R) using the modified prospecthethod or the modified
retrospective method.

As permitted by SFAS No. 123, the Company curreatigounts for share-based payments to employeeg ASIB Opinion No. 25
intrinsic value method and, as such, generallygezes no compensation cost for employee stockgtiAccordingly, the adoption of SF,
No. 123(R’s fair value method will have a significant impact consolidated results of operations, althougyilithave no impact on the
Company’s overall consolidated financial positidhe impact of adoption of SFAS No. 123(R) cannoptealicted at this time because it will
depend on levels of share-based payments grantbd fmture. However, had the Company adopted SRA.SL23(R) in prior periods, the
impact of that standard would have approximatedripact of SFAS No. 123 as described in the disclef pro forma net loss and net loss
per common share in Note 1 to Veeco’'s Condenseddlidated Financial Statements. SFAS No. 123(R) mdguires the benefits of tax
deductions in excess of recognized compensatidntade reported as a financing cash flow, rathantas an operating cash flow as required
under current literature. This requirement willued consolidated net operating cash flows and asereonsolidated net financing cash flows
in periods after adoption. While the Company camstimate what those amounts will be in the fufbexause they depend on, among other
things, when employees exercise stock options)Ctirapany did not recognize an amount of consolalafeerating cash flows for such
excess tax deductions in 2005 or 2004.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

Veeco's net sales to foreign customers represeapprbximately 63.2% and 66.6% of Veeco’s totalsades for the three and nine
months ended September 30, 2005, respectively6aidd6 and 64.0% for the respective comparable pedibds. The Company expects that
net sales to foreign customers will continue taespnt a large percentage of Veeco’s total nesseleeco’s net sales denominated in foreign
currencies represented approximately 20.2% and/d 8f5Veeco’s total net sales for the three and niwaths ended September 30, 2005,
respectively, and 18% and 20% for the respectivepasable 2004 periods. The aggregate foreign ceyrerchange loss in 2005 included in
determining the consolidated results of operatigas approximately $0.3 million and $0.5 million¢linding approximately $0.1 million of
hedging losses and less than $0.1 million of hegigains on forward exchange contracts, for thestlhrel nine months ended September 30,
2005, respectively. The aggregate foreign currenxxpange loss in 2004 included in determining tresolidated results of operations was
approximately $0.3 million and $0.1 million, incind approximately $0.1 million of hedging lossesl éss than $0.1 million of hedging
gains on forward exchange contracts, for the threknine months ended September 30, 2004, resplgctiVeeco is exposed to financial
market risks, including changes in foreign curreexghange rates. The changes in currency exchategthat have the largest impact on
translating Veeco’s international operating prafi the Japanese Yen and the Euro. Veeco useastilegifinancial instruments to mitigate
these risks. Veeco does not use derivative finhim@ruments for speculative or trading purpo3ése Company enters into monthly forward
contracts to reduce the effect of fluctuating fgrecurrencies on short-term foreign curredgrominated intercompany transactions and
known currency exposures. The average notional atafisuch contracts was approximately $4.2 milkod $4.1 million for the three and
nine months ended September 30, 2005, respectivalyof September 30, 2005, the Company had entetedorward contracts for the
month of October for the notional amount of appneiely $17.1 million, which approximates the famnket value on September 30, 2005.

Iltem 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 Seesifitxchange Act of 1934 (the “Exchange Act”)) dasd to ensure that information
required to be disclosed by the Company in thentepbat it files or submits under the Exchange i8cecorded, processed, summarized and
reported, within the time periods specified in 8exurities and Exchange Commission’s rules andgorisclosure controls and procedures
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed by an issuer in the reports that
it files or submits under the Exchange Act is acolated and communicated to the issuer's managenmehiding its principal executive
officer or officers and principal financial officer officers, or persons performing similar funoo as appropriate to allow timely decisions
regarding required disclosure.

The Company has evaluated the effectiveness afdbigin and operation of its disclosure controls pnededures under the
supervision of and with the participation of 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 effectivgrialy alerting them to material information recpd to be included in our periodic
Securities and Exchange Commission filings.

The Company is presently in the process of implémgra new company-wide integrated applicationsvearfe and, to date, has
completed the conversion to this new platform rfiocations. As a result, certain changes haes loeade to the Company’s internal
controls, which management believes will strengttrenCompany’s internal control structure. Theagehbeen no other significant changes
in our internal controls or other factors that ebsignificantly affect these controls after suchleation.
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Part Il. Other Information
Item 6. 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 Letter agreement dated October 31, 2005 betweenovlestruments Inc. and Robert P. *
Oates
10.2 Letter agreement dated October 31, 2005 betweenoMastruments Inc. and Jeannine *
P. Sargent
10.3 Form of Restricted Stock Agreement pursuant toAbeco Instruments Inc. 2000 Stock *

Incentive Plan

31.1 Certification of Chief Executive Officer pursuantRule 13a — 14(a) or Rule 15d — 14 *
(a) of the Securities Exchange Act of 19

31.2 Certification of Chief Financial Officer pursuantRule 13a — 14(a) or Rule 15d — 14 *
(a) of the Securities Exchange Act of 19

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

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

* Filed herewith
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SIGNATURES

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

Date: November 2, 2005

Veeco Instruments In

By: /sl EDWARD H. BRAUN
Edward H. Braur
Chairman and Chief Executive Officer

By: /s/ JOHN F. REIN, JF
John F. Rein, Ji
Executive Vice President, Chief Financial Officer and
Secretary

26




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 Letter agreement dated October 31,2005 betweenovlestruments Inc. and *
Robert P. Oate:

10.2 Letter agreement dated October 31, 2005 betweenoestruments Inc. and *
Jeannine P. Sargel

10.3 Form of Restricted Stock Agreement pursuant tovibeco Instruments Inc. 2000 *
Stock Incentive Plar

31.1 Certification of Chief Executive Officer pursuantRule 13a — 14(a) or Rule 15d — *
14(a) of the Securities Exchange Act of 1¢

31.2 Certification of Chief Financial Officer pursuaot Rule 13a — 14(a) or Rule 15d — *
14(a) of the Securities 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
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Exhibit 10.1

[LETTERHEAD]
October 31, 2005

Robert P. Oates

c/o Veeco Instruments Inc.

100 Sunnyside Boulevard, Suite B
Woodbury, NY 11797

Dear Bob:

We are pleased to provide this letter summariziggproposed terms of your promotion to the positibSenior Vice President, Data Storage,
reporting to Don Kania. The effective date of ypusmotion and salary increase will be October@®3, the effective date of your
participation in the long term incentive plan (d#sed below) will coincide with the implementatiofthis plan, currently targeted to be
January 1, 2006. The terms applicable to your ptam, are as follows:

. Your new bi-weekly salary will be $11,153.85, whistequal to an annual salary rate of $290,000.

. You will be eligible to participate in the annuaé&to Management Bonus Plan. Your target bonuswii0% of your bas
earnings for the plan year. Your 2005 bonus cataw will be based on EBITA results vs. plan, apipoed at 75% Data
Storage and 25% Corporate.

. You will be eligible to participate in a new longrtn incentive plan. Your target bonus for thisnplall be 75% of your
actual annual bonus award. Awards payable unéeptan will be earned over a three-year perioditicbe based on the
achievement of performance metrics to be definde. are currently working to finalize the terms loiktplan and will
present the details to you following its final aqypal.

. You will be granted a restricted stock award indhgount of 20,000 shares of Veeco Common Stockruthdeveeco 2000
Stock Incentive Plan. These shares will be sultgemstrictions that will lapse one-third, one-thand one-third on the first,
second and third anniversaries of the date of grant

This letter, together with the Additional Provisgattached hereto, sets forth the entire agreebstween the parties with respect to the
subject matter hereof and supersedes all prioeageats among the parties with respect thereto pgfaeany employee confidentiality
and/or assignment of inventions agreements whiali sbntinue in accordance with their terms.




Bob, this promotion reflects your excellent conttibns to the growth of Veeco. We look forwardattong and rewarding relationship and to
providing you with the challenge, responsibilitydaspportunity that you desire.

Sincerely,

/s/ Edward H. Braui /s/ Don R. Kanic

Edward H. Braun Don R. Kania

Chairman and Chief Executive Offic President and Chief Operating Offic
ACCEPTED AND AGREED:

/s/ Robert P. Oate October 31, 200
Robert P. Oate Date




Additional Provisions

In the event you are terminated without “Causeyau resign for “Good Reason” (each as defined bgltve following would apply:

Severance. Veeco will pay you a salary continuation benegjual to 18 months of your then current base sakesg applicable
deductions. You will also receive a pro rata mortdf the annual bonus and the long-term incertorgus you would have received for
the year and applicable period, respectively, iictvibermination occurs under plans in effect attiime of termination based on your
and the Company’s performance relative to the gaader such plans (less amounts previously p&@dch amount shall be payable
with respect to the annual bonus on the same Jabe(sthe Company makes its annual bonus paynerisployees generally with
regard to such year and with respect to the long tecentive bonus, as soon as practicable. litiaddif you are enrolled in Veeco’s
medical and dental plans at the time of separaiwhelect to continue coverage under COBRA, them gontribution amount during
the period in which salary continuation benefits payable will be the normal employee (Veeco-subsdj contribution rate.

Extended Exercise Period . The exercise period for any Veeco stock optiaasigd to you on or after the date hereof and bglgou
at the time of such termination or resignation (tiops”) would continue until the earlier of (x) B2onths following the date of such
termination or resignation and (y) the expiratiérth@ original term of such Options.

Vesting Acceleration .  In addition, if such termination or resignatioectars within 12 months following a “Change of Cailit(as
defined below), (a) any unvested Options shall bexanmediately and fully vested and exercisablefasich date, and (b) any vest
requirements associated with the restricted shwitebe deemed satisfied as of such date.

Receipt of the separation benefits described alseenditioned upon your execution (without revoma) of a general release of
claims, including non-competition and nealicitation provisions for the duration of theagl continuation period described above,
form satisfactory to the Company. If terminatiators as a result of a change of control, the rompetition provisions shall apply to
the Company as it existed pre-acquisition.

As used above, the following definitions shall gppl

“ Causeshall mean (i) your willful and substantial mismhuct, (ii) your repeated, after written noticegleet of duties or failure to
perform your assigned duties, (iii) your commissidrany material fraudulent act with respect to &eer its business, or (iv) your conviction
of (or plea of no contest to) a crime constitutinfglony.

“ Change of Contrbkhall mean: (a) any person or group of pers@woines the beneficial owner of securities reprasgs0
percent or more of Veeco'’s outstanding voting séesr or (b) the approval by Veeco’s stockhold&rene of the following:




(i) Any merger or statutory plan of exchange (“ifer”) in which Veeco would not be the surviving corparator pursuant to whic
Veeco's voting securities would be converted irgstg securities or other property, other than agkftein which the holders of
Veeco's voting securities immediately prior to flerger have the same proportionate ownership dhgatecurities of the surviving
corporation after the Merger;

(i) Any Merger in which the holders of outstanginoting securities of Veeco prior to such Mergdr mot, in the aggregate, own a
majority of the outstanding voting securities of tombined entity after such Merger; or

(iii) Any sale or other transfer (in one transantbr a series of related transactions) of allulassantially all of the Veeco’s assets or
the adoption of any plan or proposal for Veecdjsililation or dissolution.

“ Good Reasdrshall mean (a) a reduction of your base salattyeiothan as part of a salary reduction programcsfig
management employees generally, (b) a materiatteduin the total benefits available to you undash incentive, stock incentive and other
employee benefit plans, other than as part of aatézh in incentives or benefits affecting simijasituated employees, generally, (c) an
involuntary diminution in your title, authority eesponsibilities, or (d) the relocation of yourrpary place of work by more than 50 miles (it
being understood that your decision not to relovateld not be a basis for Termination for Cause).

Please note that this letter does not alter theviiit nature of your employment with Veeco. Thigeans that your employment may be
terminated by you or by Veeco at any time, witiwithout cause. As described above, however, yoy lmezentitled to severance benefits
depending upon the circumstances of the terminati@mployment.




Exhibit 10.2

[LETTERHEAD]
October 31, 2005

Jeannine P. Sargent

c/o Veeco Instruments Inc.

100 Sunnyside Boulevard, Suite B
Woodbury, NY 11797

Dear Jeannine:

We are pleased to provide this letter summariziggproposed terms of your promotion to the positibExecutive Vice President, Metrolo
and Instrumentation. In addition, you will continto serve as Executive Vice President, Strategitkbting and Business Development,
reporting to Ed Braun. Direction for Metrology aimdtrumentation will be provided by Don Kania. eTéffective date of your promotion and
salary increase will be October 3, 2005; the eiffeatate of your participation in the long termentive plan (described below) will coincide
with the implementation of this plan, currentlygated to be January 1, 2006. The terms appli¢ableur promotion are as follows:

. Your new bi-weekly salary will be $12,115.39, whishequal to an annual salary rate of $315,000.

. You will be eligible to participate in the annuaé&to Management Bonus Plan. Your target bonuswiB0% of your base
earnings for the plan year. Your 2005 bonus cateut will be based on EBITA results vs. plan, apipoed at 75% Metrology
and 25% Corporate.

. You will be eligible to participate in a new longrtn incentive plan. Your target bonus for thisplall be 75% of your actual
annual bonus award. Awards payable under this\pititve earned over a three-year period and vélblased on the achievement
of performance metrics to be defined. We are atiyrevorking to finalize the terms of this plan awdl present the details to you
following its final approval.

. You will be granted a restricted stock award indhgount of 25,000 shares of Veeco Common Stockruhde/eeco 2000 Stock
Incentive Plan. These shares will be subject tiotigns that will lapse one-third, one-third aoide-third on the first, second and
third anniversaries of the date of grant.

This letter, together with the Additional Provisgattached hereto, sets forth the entire agreebstween the parties with respect to the
subject matter hereof and supersedes all prioeaggats among the parties with respect thereto pgfaeany employee confidentiality
and/or assignment of inventions agreements whiahl sbntinue in accordance with their terms.




Jeannine, this promotion reflects your excellemtdbutions to the growth of Veeco. We look fordao a long and rewarding relationship
and to providing you with the challenge, respotisybaind opportunity that you desire.

Sincerely,

/s/ Edward H. Braui /s/ Don R. Kanit

Edward H. Braun Don R. Kania

Chairman and Chief Executive Offic President and Chief Operating Offic
ACCEPTED AND AGREED:

/sl Jeannine P. Sarge November 2, 200
Jeannine P. Sarge Date




Additional Provisions

In the event you are terminated without “Causeyau resign for “Good Reason” (each as defined bgltve following would apply:

Severance. Veeco will pay you a salary continuation benetjuial to 18 months of your then current base sadkesg applicable
deductions. You will also receive a pro rata mortdf the annual bonus and the long-term incertorgus you would have received for
the year and applicable period, respectively, iictvitermination occurs under plans in effect attthme of termination based on your
and the Company’s performance relative to the gmader such plans (less amounts previously p&dich amount shall be payable
with respect to the annual bonus on the same Jake(sthe Company makes its annual bonus paynmemsiployees generally with
regard to such year and with respect to the long tecentive bonus, as soon as practicable. litiaddif you are enrolled in Veeco’s
medical and dental plans at the time of separatiwhelect to continue coverage under COBRA, them gontribution amount during
the period in which salary continuation benefits payable will be the normal employee (Veeco-subsi) contribution rate.

Extended Exercise Period. The exercise period for any Veeco stock opticasigd to you on or after June 17, 2005 and helgblyat
the time of such termination or resignation (“Op8t) would continue until the earlier of (x) 12 nibs following the date of such
termination or resignation and (y) the expiratidrth@ original term of such Options.

Vesting Acceleration .  In addition, if such termination or resignaticetars within 12 months following a “Change of Cafitr(as
defined below), (a) any unvested Options shall beconmediately and fully vested and exercisablefasich date, and (b) any vesting
requirements associated with the restricted shaitebe deemed satisfied as of such date.

Receipt of the separation benefits described almeenditioned upon your execution (without revamak of a general release of claims,
including non-competition and non-solicitation piens for the duration of the salary continuatpariod described above, in the form
attached as Annex A hereto. If termination ocass result of a change of control, the non-cortipetprovisions shall apply to the
Company as it existed pre-acquisition.

As used above, the following definitions shall gppl
“ Causeshall mean (i) your willful and substantial miswhuct, (i) your repeated, after written noticegleet of duties or failure to

perform your assigned duties, (iii) your commissidrany material fraudulent act with respect to &eer its business, or (iv) your conviction
of (or plea of no contest to) a crime constitutinfglony.

“ Change of Contrbkhall mean: (a) any person or group of pers@woines the beneficial owner of securities reprasgs0
percent or more of Veeco'’s outstanding voting séesr or (b) the approval by Veeco’s stockhold&rene of the following:

(i) Any merger or statutory plan of exchange (“ifer”) in which Veeco would not be the surviving corparator pursuant to whic
Veeco's voting securities would be




converted into cash, securities or other propeityer than a Merger in which the holders of Veeso'sng securities immediately
prior to the Merger have the same proportionatessship of voting securities of the surviving corgtion after the Merger;

(i Any Merger in which the holders of outstanginoting securities of Veeco prior to such Mergdrf mot, in the aggregate, own a
majority of the outstanding voting securities of tombined entity after such Merger; or

(iii) Any sale or other transfer (in one transantor a series of related transactions) of allutissantially all of the Veeco's assets or
the adoption of any plan or proposal for Veecdjsililation or dissolution.

“ Good Reasdrshall mean (a) a reduction of your base salattyeiothan as part of a salary reduction programctifig
management employees generally, (b) a materiattaatuin the total benefits available to you undash incentive, stock incentive and other
employee benefit plans, other than as part of aatézh in benefits affecting similarly situated doyees, generally, (c) an involuntary
diminution in your title, authority or responsibidis, including a change in your immediate mana&ger position other than the Company’s
Chief Executive Officer, or (d) the relocation afur primary place of work by more than 50 milegirits then current location or your then
current residence (it being understood that yougrisiten not to relocate would not be a basis fomTieation for Cause).

Please note that this letter does not alter theviiit nature of your employment with Veeco. Thiseans that your employment may be
terminated by you or by Veeco at any time, withwithout cause. As described above, however, yoy lmeaentitled to severance benefits
depending upon the circumstances of the terminati@mployment.




Exhibit 10.3

RESTRICTED STOCK AGREEMENT

THIS AGREEMENT (the “ Agreemeri) is entered into as of , 2005 (thevatd Dat€’) by and between Veeco
Instruments Inc., a Delaware corporation (the * @any”) and , an employee of the Compamgitafter referred to as the “
Participant”

WHEREAS, the Company has adopted the Veeco Institaniec. 2000 Stock Incentive Plan (as it may bersaed from time to
time, the “ Plar?), the terms of which are hereby incorporated éfgrence and made a part of this Agreement; and

WHEREAS, Section 8 of the Plan provides for theigsxe of awards of the Company’s common stockyglaie $0.01 per share (*
Common StocK), subject to certain restrictions (“ Restricteh&k ”); and

WHEREAS, the Committee defined in Section 2 of Btten (the “ Committe&) has determined that it would be to the advantagd
in the best interest of the Company and its stolcldre to award shares of Restricted Stock to thigdfent pursuant to the terms and
conditions set forth herein; and

NOW, THEREFORE, in consideration of the mutual cesgts herein contained and other good and valwabisideration, receipt «
which is hereby acknowledged, the parties heretbeteby agree as follows:

ARTICLE |
DEFINITIONS

Section 1.1 In General Capitalized terms used but not defined here#ll $lave the meanings assigned to such
terms in the Plan. In addition, wherever the folltg term is used in this Agreement, it shall hthve meaning specified below, unless the
context clearly indicates otherwise.

Section 1.2 “ Restrictions shall mean the restrictions on sale or otherdfaeinset forth in Section 4.2 and the
exposure to forfeiture set forth in Section 3.1.

ARTICLE II.
RESTRICTED STOCK AWARD

Section 2.1 Award of Restricted Stockin consideration of the Participant’s agreenteniemain in the employ of
the Company, in exchange for the promises contdieeein, and for other good and valuable consigerathich the Committee has
determined exceeds the aggregate par value ohdresof Common Stock subject to the Award (ashddfbelow), as of the Award Date, the
Company issues to the Participant the number ofshaf Restricted Stock set forth on the signapaige hereof (the * Award.

Section 2.2 Award Subject to PlanThe Award granted hereunder is subject to thradeand provisions of the Plan,
including without limitation Section 8 thereof.




ARTICLE III.
RESTRICTIONS

Section 3.1 Forfeiture; Repurchase Right

@) Unless otherwise provided by writtgreement between the Company and Participantiaayd which is not
vested upon the Participant’s termination of emplewt with the Company (as determined in good faytithe Committee) shall thereupon be
forfeited immediately and without any further actioy the Company.

(b) Upon termination of employment ofatitipant, the Company shall have the right, lattthe obligation, to
purchase any Restricted Stock then held by suditipant at a cash price per share equal to theegraid by the Participant for such
Restricted Stock; provided that no such right glurehase shall exist in the event of a Normal Teatidn (as defined in the Plan).

Section 3.2 Vesting and Lapse of RestrictionSubject to Sections 3.1 and 3.3, the Restristarall lapse with
respect to the Restricted Stock subject to the Avaarfollows:

Restrictions Shall

Date: Lapse with Respect to:
First Anniversary of Award Dat One-third of the Awarc
Second Anniversary of Award Dz One-third of the Awarc
Third Anniversary of Award Dat One-third of the Awarc

provided, in each case, that the Participant remains contisly@employed in active service by the Company ftbemAward Date through
such vesting date.

Section 3.3 Lapse of Restrictions Upon Certainiise Notwithstanding Section 3.2, but subject to BecB.1, in
the event that Participant has entered into aewistgreement with the Company prior to or conctilyrevith the grant of the Award hereun:
which provides for the acceleration of vestingtotck options issued by the Company to ParticipariPfior Option Agreement”), then, upon
the occurrence of an event which triggers the acaBbn of vesting of stock options under the P@gtion Agreement, the Award will
become vested and the Restrictions with regarethehall lapse.

Section 3.4 Legend Until such time as Restrictions have lapsed Gbmpany may, at any time, place legends refergncin
the Restrictions and any applicable federal anstéae securities laws restrictions on certificagggesenting shares of Restricted Stock issuec
pursuant to this Agreement. The legend may incthddollowing:

“THE SECURITIES REPRESENTED BY THIS CERTIFICATE AREUBJECT TO RESTRICTIONS SET FORTH IN THE
AWARD AGREEMENT BETWEEN THE CORPORATION AND THE REGTERED HOLDER, A COPY OF WHICH IS ON
FILE AT THE PRINCIPAL OFFICE OF THE CORPORATION.”




Section 3.5 Payment of Taxes; Issuance of Shares

€)) Participant understands, acknowledgeksagrees that the value of the Restricted Stoslbject to state and
federal income taxes and certain rules which regihie Company to withhold amounts necessary tdhpse taxes. Participant hereby
authorizes the Company to reduce the number oéstrRestricted Stock delivered to Participarthattime the restrictions lapse by the
number of shares of Restricted Stock requiredtisfgahe tax withholding requirements (based amféir market value of shares at such
time). Such shares of Restricted Stock shall hemed to the Company. Participant’s acknowledgdaraad acceptance of these tax
withholding provisions are conditions precedenthimright of Participant to receive the Restricktdck under the Plan and this Agreement.

(b) In lieu of the reduction of share$ivdered described in paragraph (a) above, Partitipgay pay to the Company
the amount of tax required to be withheld in cdsh¢check or in other form satisfactory to the CompaSuch payment must be made by the
date on which the Restrictions lapse or such [z as is established by the Company (not to eixtgelays after the date on which the
Restrictions lapse).

(c) The Shares will be deposited diretitp Participant’s brokerage account with the Camps approved broker
when vested and the applicable withholding oblysihave been satisfied.

Section 3.6 Certain Changes in Capitalizatiolf the shares of the Company’s Common Stockwhale are
increased, decreased, changed into or exchangeddifferent number or kind of shares or securitiethe Company, whether through
merger, consolidation, reorganization, recapitéliza reclassification, stock dividend, stock sptibmbination of shares, exchange of shares,
change in corporate structure or the like, the Cdtem in its sole discretion, shall have the dion and power to determine and to make
effective provision for acceleration of the timetiones at which any Restrictions shall lapse ordmoved. In addition, in the case of the
occurrence of any event described in this Secti6ntBe Committee, subject to the provisions ofRken and this Agreement, shall make an
appropriate and proportionate adjustment in thebmrmand kind of shares of Restricted Stock, tcetiekthat after such event the Participant’s
proportionate interest shall be maintained as leetfog occurrence of such event. Any such adjudtmade by the Committee shall be final
and binding upon the Participant, the Company dinottzer interested persons. In the event thaPthricipant receives any new or additional
or different shares or securities by reason ofteanysaction or event described in this Sectionsu6h new or additional or different shares or
securities which are attributable to the Partictparnis capacity as the registered owner of thstited Stock then subject to Restrictions,
shall be considered to be Restricted Stock and sbalubject to all of the Restrictions.

Section 3.7 Section 83(b) ElectionParticipant understands that Section 83(a) ®fdbde taxes as ordinary income
the difference between the amount, if any, paidHershares of Common Stock and the Fair Market&/af such shares at the time the
Restrictions on such shares lapse. Participargnstehds that, notwithstanding the preceding seetd®articipant may elect to be taxed at the
time of the Award Date, rather that at the timeR®strictions lapse, by filing an election undect® 83(b) of the Code (an “ 83(b) Election
") with the Internal Revenue Service within 30 dayshe Award Date. In the event Participant fikes83(b) Election, Participant will
recognize ordinary income in an amount equal to the




difference between the amount, if any, paid fordhares of Common Stock and the Fair Market Vafigich shares as of the Award Date.
Participant further understands that an additicogly of such 83(b) Election form should be filedhnhis or her federal income tax return for
the calendar year in which the date of this Agrestrfedls. Participant acknowledges that the foregas only a summary of the effect of
United States federal income taxation with respetihe award of Restricted Stock hereunder, and doepurport to be complete.
PARTICIPANT FURTHER ACKNOWLEDGES THAT THE COMPANYS NOT RESPONSIBLE FOR FILING THE PARTICIPANT'S 83
(b) ELECTION, AND THE COMPANY HAS DIRECTED PARTICWNT TO SEEK INDEPENDENT ADVICE REGARDING THE
APPLICABLE PROVISIONS OF THE CODE, THE INCOME TAXAWS OF ANY MUNICIPALITY, STATE OR FEDERAL
GOVERNMENT OR FOREIGN COUNTRY IN WHICH PARTICIPANWAY RESIDE, AND THE TAX CONSEQUENCES OF
PARTICIPANT’'S DEATH.

ARTICLE IVv.
OTHER PROVISIONS

Section 4.1 Book Entry; Escrow The Shares representing the Restricted Stodlbeviheld in book-entry or global
certificate form. If the Company instead chooses$ue share certificates representing the Resdrigtock, the certificates for the Restricted
Stock shall be deposited in escrow with the SegretaAssistant Secretary of the Company or sublerotscrow holder as the Company may
appoint;provided, however, that in no event shall the Participant retain ptgistustody of any certificates representing uracgt&estricted
Stock issued to him. The deposited certificatedl samain in escrow until all of the Restrictidapse or shall have been removed.

Section 4.2 Restricted Stock Not Transferablo Restricted Stock or any interest or rightéeor part thereof
shall be liable for the debts, contracts or engagemof the Participant or his successors in istaeshall be subject to disposition by
transfer, alienation, anticipation, pledge, encuanbe, assignment or any other means whether sspbdilion be voluntary or involuntary or
by operation of law by judgment, levy, attachm@atnishment or any other legal or equitable proeemsd(including bankruptcy), and any
attempted disposition thereof shall be null anaiand of no effectprovided, however, that this Section 4.2 shall not prevent transfegrsil
or by applicable laws of descent and distribution.

Section 4.3 Rights as StockholdeiExcept as otherwise provided herein, upon isseiafthe shares of Restricted
Stock pursuant to Section 4.1, the Participant $taade all the rights of a stockholder with respgecsaid shares, subject to the Restrictions
herein, including the right to vote the shares nakceive all dividends or other distributionscpar made with respect to the shares or
Restricted Stockprovided, however , that any and all shares of Common Stock recdiyetthe Participant with respect to such Restricted
Stock as a result of stock dividends, stock splitany other form of recapitalization shall alsosbéject to the Restrictions until the
Restrictions on the underlying shares of Restri&&atk lapse or are removed pursuant to this Agesem

Section 4.4 Not a Contract of EmploymeniNothing in this Agreement or in the Plan shaltier upon the
Participant any right to continue in the employtted Company or any of its Subsidiaries or shaérifigre with or restrict in any way the rights
of the Company or its Subsidiaries, which are hemtpressly reserved, to discharge the Particigbahy time for




any reason whatsoever, with or without cause, Eb@e may otherwise be provided by any written exguent entered into by and between the
Company and the Participant.

Section 4.5 Governing Law The laws of the State of Delaware shall goibeninterpretation, validity,
administration, enforcement and performance otéhms of this Agreement regardless of the law hight be applied under principles of
conflicts of laws.

Section 4.6 Conformity to Securities LawsThe Participant acknowledges that the Plan hisdXgreement are
intended to conform to the extent necessary withralisions of the Securities Act of 1933, as adexh) and the Securities Exchange Act of
1934, as amended (the “ Exchange Agctand any and all regulations and rules promw@dahereunder by the Securities and Exchange
Commission, including without limitation Rule 16bd8der the Exchange Act. Notwithstanding anythiegein to the contrary, the Plan shall
be administered, and the Awards are granted, ondych a manner as to conform to such laws, ruldsegulations. To the extent permitted
by applicable law, the Plan and this Agreementl ffeatleemed amended to the extent necessary torootd such laws, rules and
regulations.

Section 4.7 Amendment, Suspension and Terminatidine Awards may be wholly or partially amended or
otherwise modified, suspended or terminated attiamy or from time to time by the Committee or thesalBd, provided that, except as may
otherwise be provided by the Plan, neither the almamt, suspension nor termination of this Agreensbatl, without the consent of the
Participant, alter or impair any rights or obligaits under any Award.

Section 4.8 Notices Notices required or permitted hereunder shadiilsen in writing and shall be deemed
effectively given upon personal delivery or upompalst in the United States mail by certified muaiith postage and fees prepaid, address
the Participant to his address shown in the Comparyrds, and to the Company at its principal etieewffice.

Section 4.9 Severability The invalidity or unenforceability of any paragheor provision of this Agreement shall
affect the validity or enforceability of any othgairagraph or provision, and all other provisioralistemain in full force and effect. If any
provision of this Agreement is held to be excedgibeoad, then such provision shall be reformed @mbtrued by limiting and reducing it so
as to be enforceable to the maximum extent penhityelaw.

Section 4.10 Certain Provisions ApplicableRarticipants Employed at International LocatiorBhe Company will
assess its requirements regarding tax, socialanserand any other payroll tax (“Tax-Related Itemgthholding and reporting in connecti
with the shares of Restricted Stock. These remérgs may change from time to time as laws or pm&tations change. Regardless of the
actions of the Company in this regard, Particigeareby acknowledges and agrees that the ultimetidity for any and all Tax-Related Items
is and remains his or her responsibility and ligb#nd that the Company makes no representationsmdertakings regarding treatment of
any Tax-Related Items in connection with any aspéthe grant of Restricted Stock and do not contgtructure the terms of the grant or
any aspect of the Restricted Stock to reduce ovigdite the Participant’s liability regarding Taxi&ed Items. In the event that the Company
must withhold any Tax-Related Items as a resuthefgrant or vesting of the Restricted Stock, Bidint agrees to make arrangements
satisfactory to the Company to satisfy all withhiotdrequirements. Participant




authorizes the Company to withhold all applicabde-Related Items legally due from the Participaoit his or her wages or other cash
compensation paid him or her by the Company.

Section 4.11 Data Privacy By entering into this Agreement and as a cooditif the grant of the Restricted Stock,
Participant consents to the collection, use amistea of personal data as described in this Sectarticipant understands that the Company
and its subsidiaries hold certain personal infoilomeabout the Participant, including the Particifmname, home address and telephone
number, date of birth, social security number eniification number, salary, nationality, job tjteny shares of stock or directorships held in
the Company, details of all options or any othditiement to shares of stock (restricted or othee)iawarded, cancelled, exercised, vested,
unvested or outstanding in Participant’s favor,tf@ purpose of managing and administering the Pata”). Participant further
understands that the Company and/or its subsidiaviétransfer Data amongst themselves as necefmathe purpose of implementation,
administration and management of Participant’sigipgtion in the Plan, and that the Company andfyr of its subsidiaries may each further
transfer Data to any third parties assisting then@any in the implementation, administration and aggament of the Plan (“Data
Recipients”). Participant understands that thes& Recipients may be located in the Participartisitry of residence, the European
Economic Area, or elsewhere throughout the wortldhsas the United States. Participant authorize®ata Recipients to receive, possess,
use, retain and transfer the Data, in electronitioer form, for the purposes of implementing, atdstering and managing Participant’s
participation in the Plan, including any transfésoch Data, as may be required for the adminietraif the Plan and/or the subsequent
holding of shares on the Participant’s behalf, byaker or other third party with whom Participamiy elect to deposit any shares of stock
acquired upon vesting of the shares of RestrictedkS Participant understands that he or she atagny time, review the Data, require any
necessary amendments to it or withdraw the cortsenein in writing by contacting the Company. Witldal of consent may, however,
affect Participant’s ability to participate in tRéan.

[signature page follows]




IN WITNESS WHEREOF, this Agreement has been execatel delivered by the parties hereto.

Aggregate number of shares of Restricted Stockestibp the Award

VEECO INSTRUMENTS INC

By:

Name:
Title:

Signed:

[Participan’s Typed Name




Exhibit 31.1

CERTIFICATION PURSUANT TO
RULE 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.

I have reviewed this quarterly report on Form 1@€Xhe period ended September 30, 2005 of Veestouments Inc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsgitéde 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 statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtf@ periods presented in this
report;

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

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

(b) Designed such internal control over financial réipgr, or caused such internal control over finaheaorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registmadtsclosure controls and procedures and preséntbds report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

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

The registrant’s other certifying officers and Wealisclosed, based on our most recent evaluafiorieznal 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 weaknesigethe design or operation of internal contratiofimancial 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 significémin the
registrant’s internal control over financial repogt

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Officer
Veeco Instruments In

November 2, 200




Exhibit 31.Z

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

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

1.

2.

I have reviewed this quarterly report on Form 1@€Xhe period ended September 30, 2005 of Veestouments Inc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsgitéde 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 statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtf@ periods presented in this
report;

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

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

(b) Designed such internal control over financial réipgr, or caused such internal control over finaheaorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registmadtsclosure controls and procedures and preséntbds report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

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

The registrant’s other certifying officers and Wealisclosed, based on our most recent evaluafiorieznal 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 weaknesigethe design or operation of internal contratiofimancial 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 significémin the
registrant’s internal control over financial repogt

/s/ JOHN F. REIN, JF

John F. Rein, J

Executive Vice President, Chief Financial OfficadeSecretary
Veeco Instruments In

November 2, 200




Exhibit 32.1

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

In connection with the Quarterly Report of Veecstinments Inc. (the “Company”) on Form 10-Q for pegiod ended
September 30, 2005 as filed with the SecuritiesExahange Commission on the date hereof (the “R@pbarEdward H. Braun, Chairman

and Chief Executive Officer of the Company, certgursuant to 18 U.S.C. Section 1350, as adoptezstipnot 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.

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Officer
Veeco Instruments In

November 2, 200

A signed original of this written statement reqdit®y Section 906 has been provided to Veeco Ingnisninc. and will be retained
by Veeco Instruments Inc. and furnished to the Béesiand Exchange Commission or its staff upauest.




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 10-Q for pegiod ended
September 30, 2005 as filed with the SecuritieseExahange Commission on the date hereof (the “R8pgrJohn F. Rein, Jr., Executive

Vice President, Chief Financial Officer and Seanets the Company, certify, pursuant to 18 U.S.€ctin 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that

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

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

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President, Chief Financial Officer
and Secretary

Veeco Instruments In

November 2, 200

A signed original of this written statement reqdit®y Section 906 has been provided to Veeco Ingnisninc. and will be retained
by Veeco Instruments Inc. and furnished to the Béesiand Exchange Commission or its staff upauest.




