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Safe Harbor Statement

This quarterly report on Form 10-Q (the “Reportdntains forward-looking statements within the magrof Section 27A of the Securities

Act of 1933, as amended, and Section 21E of tharfies Exchange Act of 1934, as amended. Discassiontaining such forward-looking
statements may be found in Part | - Items 1, 2,3ahdreof, as well as within this Report generaityaddition, when used in this Report, the
words “believes,” “anticipates,” “expects,” “estitea,” “targets,” “plans,” “intends,” “will,” and snilar expressions related to the future are
intended to identify forward-looking statementsl fékward-looking statements are subject to a nunatbeisks and uncertainties that could

cause actual results to differ materially from pod¢d results.

In addition, the preparation of financial statensantconformity with U.S. Generally Accepted Accting Principles (“U.S. GAAP"yequires
management to make estimates and assumptiondfenztttae amounts reported in the financial stateimend accompanying notes. Althol
these estimates and assumptions are based on klg@ndé current events and planned actions to bertaien in the future, they may
ultimately differ from actual results. Operatingués for the six months ended June 30, 2015 araewessarily indicative of the results that
may be expected for the year ending December 315.28 estimates and assumptions are subjecttanaber of risks and uncertainties that
could cause actual results to differ materiallynirthese estimates and assumptions.

The risks and uncertainties of Veeco Instruments (together with its consolidated subsidiariese&¢o,” the “Company,” “we,” “us,” and
“our,” unless the context indicates otherwise) udg, without limitation, the following:

« Unfavorable market conditions may adversely afteatoperating results;

» Areduction or elimination of foreign governmenbsidies and economic incentives may adversely tfffiecfuture order rate for our
MOCVD equipment;

» The cyclicality of the industries we serve diredffects our business;

» We operate in industries characterized by rapidrtelogical change;

* We depend on a limited number of customers, locatidarily in a limited number of regions, whicheypte in highly concentrated
industries;

» We face significant competition;

* The timing of our orders, shipments, and revenaegrition may cause our quarterly operating regalfiuctuate significantly;

* Our sales cycle is long and unpredictable;

» Our backlog is subject to customer cancellatiomodification and such cancellation could resuliétreased sales and increased
provisions for excess and obsolete inventory andbilities to our suppliers for products no longeeded;

*  Our failure to estimate customer demand accuratalyd result in excess or obsolete inventory anki#bilities to our suppliers for
products no longer needed, while manufacturingiapgions or delays could affect our ability to meastomer demand;

e Our failure to successfully manage our outsoureictiyities or failure of our outsourcing partnessperform as anticipated could
adversely affect our results of operations andadmility to adapt to fluctuating order volumes;

* We rely on a limited number of suppliers, some bbm are our sole source for particular components;

« Our inability to attract, retain, and motivate lk@yployees could have a material adverse effecuobusiness;

« Our acquisition strategy subjects us to risks d@asmat with evaluating and pursuing these opporiemiénd integrating these
businesses;

« Timing of market adoption of LED technology for geal lighting is uncertain;

e Our sales to LED, data storage and other manufastaire highly dependent on these manufacturdes @ consumer electronics
applications, which can experience significant tibifg due to seasonal and other factors, whichldeoaterially adversely impact
our future results of operations;
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» Our operating results have been, and may contmbe tadversely affected by tightening credit meske

* We are exposed to the risks of operating a globsiness, including the need to obtain export liesrfsr certain of our shipments
and political risks in the countries we operate;

 We may be exposed to liabilities under the For&gnrupt Practices Act and any determination thatigtated these or similar laws
could have a material adverse effect on our busjnes

* We are subject to internal control evaluations attestation requirements of Section 404 of the &&bOxley Act and any delays
difficulty in satisfying these requirements or ntdg@areports concerning our internal controls coadiersely affect our future results
of operations and our stock price;

« Changes in accounting pronouncements or taxaties ar practices may adversely affect our finanaaults;

* We may be required to take additional impairmeratrghs for goodwill and indefinite-lived intangitdssets or definite-lived
intangible and long-lived assets;

* The price of our common shares may be volatileandd decline significantly;

» The enforcement and protection of our intellechrabperty rights may be expensive and could divertlinited resources;

* We may be subject to claims of intellectual propérfringement by others;

* We are subject to foreign currency exchange risks;

» If we are subject to cybattacks we could incur substantial costs and,dhattacks are successful, significant liabilitiegutationa
harm, and disruption to our operations;

* We have adopted certain measures that may havea&ativer effects which may make an acquisitionwwfCompany by another
company more difficult;

* We are subject to risks of non-compliance with emvinental, health, and safety regulations;

* Regulations related to conflict minerals will forgs to incur additional expenses, may make ourlgughiain more complex, and m
result in damage to our relationships with cust@nand

» We have significant operations in locations whiochld be materially and adversely impacted in thenéof a natural disaster or ot
significant disruption.

Consequently, such forward looking statements atithates should be regarded solely as the curtans and beliefs of Veeco. We do not
undertake any obligation to update any forward loglstatements to reflect future events or circamses after the date of such statements.
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Item 1. Financial Statements

Assets
Current asset:
Cash and cash equivalel
Shor-term investment
Restricted cas
Accounts receivable, n
Inventory
Deferred cost of sale
Prepaid expenses and other current a:
Assets held for sal
Deferred income taxes
Total current assets
Property, plant and equipment, |
Goodwill
Deferred income taxe
Intangible assets, n
Other assets
Total assets

Liabilities and stockholders’ equity
Current liabilities:
Accounts payabl

PART I—FINANCIAL INFORMATION

Veeco Instruments Inc. and Subsidiaries
Consolidated Balance Sheets
(in thousands, except share amounts)

Accrued expenses and other current liabili

Customer deposits and deferred reve
Income taxes payab
Deferred income taxe
Current portion of long-term debt
Total current liabilities
Deferred income taxe
Long-term debi
Other liabilities
Total liabilities
Stockholder Equity:

Preferred stock, 500,000 shares authorized; n@shssued and outstandi

Common stock, $0.01 par value, 120,000,000 shartherzed; 40,789,138 and 40,360,069 share:

issued and outstanding at June 30, 2015 and Dece3hp2014, respective

Additional paic-in capital

Accumulated defici

Accumulated other comprehensive income
Total stockholders’ equity

Total liabilities and stockholders’ equity

June 30, December 31
2015 2014
(unaudited)
$ 313,85 $ 270,81:
82,391 120,57:
— 53¢
83,09¢ 60,08¢
63,56¢ 61,47
24,38¢ 5,07¢
25,97¢ 23,13:
6,00( 6,00(
6,47¢ 7,97¢
605,75: 555,66:
80,00z 78,75:
115,25¢ 114,95¢
1,18( 1,18(
143,36° 159,30¢
20,32¢ 19,59«
$ 965,88. $ 929,45!
$ 46,15¢ $ 18,11:
39,34: 48,41¢
128,55: 96,00¢
7,75(C 5,441
12C 12C
327 314
222,25 168,40t
15,77¢ 16,39
1,367 1,53:
6,18: 4,18¢
245 58: 190,52¢
40€ 404
759,00:¢ 750,13¢
(40,576 (13,080
1,46¢ 1,46¢
720,30( 738,93
$ 965,88. $ 929,45!

See accompanying Notes to the Consolidated FinaBtagements.
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Net sales
Cost of sales
Gross profit
Operating expenses, n
Selling, general, and administrati
Research and developmt
Amortization of intangible asse
Restructuring
Asset impairmen
Changes in contingent considerat
Other, net
Total operating expenses, net
Operating income (loss)
Interest incomt
Interest expense
Income (loss) before income taxes
Income tax expense (benefit)
Net income (loss

Income (loss) per common sha
Basic
Diluted

Weighted average number of shal
Basic
Diluted

Veeco Instruments Inc. and Subsidiaries
Consolidated Statements of Operations

(in thousands, except per share amounts)

(unaudited)
Three months ended June 3( Six months ended June 3(
2015 2014 2015 2014
$ 131,41 $ 95,12 $ 229,75 $ 185,96
82,34. 64,44¢ 145,54! 121,51:
49,06¢ 30,67: 84,20¢ 64,45(
24,36¢ 21,89: 47,24 43,55¢
20,11¢ 21,01 38,70¢ 40,77¢
7,97¢ 2,89¢ 15,941 5,802
68¢ 801 3,04( 1,19:
— — 12€ —
— — — (29,36¢)
(51) (15€) (1,009) (370
53,09¢ 46,44« 104,05¢ 61,59
(4,026 (15,77)) (19,85() 2,85¢
2458 18C 53C 38¢
(124) (10€) (250) (150)
(3,907 (15,699 (19,570 3,09:
4,47¢ (48¢) 7,92¢ (857)
$ (8,380 $ (15,21) $ (27,496 $ 3,94¢
$ (0.21) $ (0.39 $ (0.69 $ 0.1¢
$ (0.21) $ (0.39 $ (0.69 $ 0.1¢
39,69:¢ 39,37¢ 39,66¢ 39,27t
39,69: 39,37¢ 39,66¢ 40,06:

See accompanying Notes to the Consolidated Fina&taéements.
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Veeco Instruments Inc. and Subsidiaries
Consolidated Statements of Comprehensive Income (ks)
(in thousands)

(unaudited)

Three months ended June 3( Six months ended June 3(

2015 2014 2015 2014
Net income (loss $ (8,38¢) $ (15,21) $ (27,496 $ 3,94¢

Other comprehensive income (loss), net of
Unrealized gain (loss) on availa-for-sale securitie (7) 71 26 121
Less: Reclassification adjustments for gains inetlish

net income (1) (45) @ (45)
Currency translation gain (loss) (15) (24) (30) 10¢
Other comprehensive income (loss), net of tax (29) 2 (5) 18t
Comprehensive income (loss) $ (8,409 $ (15,209 $ (27,50) $ 4,13¢

See accompanying Notes to the Consolidated FinaBtagements.
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Veeco Instruments Inc. and Subsidiaries
Consolidated Statements of Cash Flows
(in thousands)

(unaudited)

Cash Flows from Operating Activities
Net income (loss

Adjustments to reconcile net income (loss) to reshcprovided by (used in) operating activit

Depreciation and amortizatic
Deferred income taxe
Asset impairmen
Shar-based compensation expel
Provision of bad debi
Gain on sale of lab too
Change in contingent considerati
Changes in operating assets and liabilit
Accounts receivabl
Inventory and deferred cost of sa
Prepaid expenses and other current a:
Accounts payable and accrued expel
Customer deposits and deferred reve
Income taxes receivable and payable,
Other, net
Net cash provided by (used in) operating activi

Cash Flows from Investing Activities

Capital expenditure

Proceeds from the liquidation of st-term investment
Payments for purchases of sl-term investment
Proceeds from sale of lab to

Other

Net cash provided by investing activiti

Cash Flows from Financing Activities
Proceeds from stock option exerci

Payments of tax withholdin¢- restricted share
Repayments of long-term debt

Net cash provided by (used in) financing activi

Effect of exchange rate changes on cash and casvatnts

Net increase in cash and cash equival
Cash and cash equivalents - beginning of period
Cash and cash equivalents - end of period
Supplemental information:

Interest paic

Income taxes pai

Six months ended June 3(

2015 2014
$ (27,499 $ 3,94¢
21,72 11,60(
87¢ (2,675)
12€ —
8,91¢ 9,81¢
— (1,936)
(179) (2,435
— (29,36%)
(22,709 (32,72
(21,269 7,06%
(2,842) (1,631)
19,04: (1,214)
31,59¢ 22,82¢
2,30¢ 64€
1,86( (692)
11,96: (16,77
(7,530) (4,509)
50,14’ 121,23
(11,999 (92,029
1,53¢ 7,03¢
(865) (68E)
31,28; 31,04
1,157 9,12t
(1,180 (1,867)
(159) (141)
(176) 7,117
(30) 14¢
43,04 21,53:
270,81 210,79
$ 313,85, $ 232,33.
$ 71 $ 82
$ 2,628 $ 1,99¢

See accompanying Notes to the Consolidated FinaBtagements.
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Veeco Instruments Inc. and Subsidiaries
Notes to the Consolidated Financial Statements
(unaudited)

Note 1 - Basis of Presentation

The accompanying unaudited Consolidated Finant&e&ents of Veeco have been prepared in accoraetice).S. GAAP as defined in
Financial Accounting Standards Board (“FASB”) Acoting Standards Codification 270 for interim fina&iénformation and with the
instructions to Rule 10-01 of Securities and Exgga@ommission Regulation &-Accordingly, they do not include all of the imfoation ans
footnotes required by U.S. GAAP for complete finahstatements as the interim information is anatpf the information that was
presented in the most recent annual financial stabés. For further information, refer to Veez@€onsolidated Financial Statements and M
thereto included in the Annual Report on Form 1@Kthe year ended December 31, 2014 (“2014 ForfK”)0In the opinion of
management, all adjustments considered necesgaayfdir presentation have been included. All sadjustments are of a normal, recurring
nature. C ertain amounts previously reported haenleclassified in the financial statements tdaom to the current presentation.

Veeco reports interim quarters on a 13-week bagighg on the last Sunday of each quarter. The fioguarter always ends on the last day of
the calendar year, December 31. The 2015 interiantgts end on March 29, June 28, and Septembean®&the 2014 interim quarters ended
on March 30, June 29, and September 28. Thesénintgrarters are reported as March 31, June 30 aptk®ber 30 in Veeco's interim
consolidated financial statements.

Revenue recognitic

Veeco sells systems, maintenance, service, comggraerd spare parts. Veeco recognizes revenue athefithe following criteria have bet
met: persuasive evidence of an arrangement exiisaveustomer; delivery of the specified proddws occurred or services have been
rendered; prices are contractually fixed or detaabie; and collectability is reasonably assuredieRae is recorded including shipping and
handling costs and excluding applicable taxesedlat sales.

Contracts with customers frequently contain mudtigéliverables. Judgment is required to properyiidy the accounting units of the
multiple-element arrangements and to determine thewevenue should be allocated among the accauatiits. Veeco also evaluates
whether multiple transactions with the same custaneelated parties should be considered partsfigle, multiple-element arrangement
based on an assessment of whether the contraatgesments are negotiated or executed within & sha frame of each other or if there
indicators that the contracts are negotiated ineroplation of one another. Moreover, judgment Bdus interpreting the commercial terms
and determining when all criteria have been metrdter to recognize revenue in the appropriate atouy period.

When there are separate units of accounting, Vakacates revenue to each element based on tlosviolh selling price hierarchy: vendor-
specific objective evidence (“VSOE”") if availablijrd party evidence (“TPE”) if VSOE is not availabor the best estimate of selling price
("BESP”) if neither VSOE nor TPE is available. BEBRised for the majority of the elements in Vesarrangements. The maximum
revenue recognized on a delivered element is ldrtitethe amount that is not contingent upon thesdef of additional items.

Veeco considers many facts when evaluating eaitb séles arrangements to determine the timingwémue recognition including its
contractual obligations, the customer’s creditwioiglss, and the nature of the customer’s post-dgli@eceptance provisions. Veeco's system
sales arrangements, including certain upgradegrgkyinclude field acceptance provisions that nmyude functional or mechanical test
procedures. For the majority of the arrangementsistomer source inspection of the system is paddrin Veeco’s facility or test data is
sent to the customer documenting that the systdumetioning to the agreed upon specifications pigodelivery. Historically, such source
inspection or test data replicates the field acosg provisions that are performed at the custans#e prior to final acceptance of the sys
When Veeco objectively demonstrates that the daitgpecified in the contractual acceptance promsire achieved prior to delivery, reve

is recognized upon system delivery since ther@isubstantive contingency remaining related taatteeptance provisions at that date, sul

to the retention amount constraint described bekww.new products, new applications of existingdoiis, or for products with substantive
customer acceptance provisions
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Veeco Instruments Inc. and Subsidiaries
Notes to the Consolidated Financial Statements - eihued
(unaudited)

where Veeco can not objectively demonstrate thettheria specified in the contractual acceptgrogisions have been achieved prior to
delivery, revenue and the associated costs agedaferred and recognized upon the receipt of fimatomer acceptance, assuming all other
revenue recognition criteria have been met.

System sales arrangements, including certain upgraptnerally do not contain provisions for thétrigf return, forfeiture, refund, or other
purchase price concessions. In the rare instanbesavguch provisions are included, all revenuefsrded until such rights expire. The sales
arrangements generally include installation. Thetallation process is not deemed essential touthetibnality of the equipment since it is not
complex; it does not require significant changethofeatures or capabilities of the equipmentwolve constructing elaborate interfaces or
connections subsequent to factory acceptance. ieexa demonstrated history of consistently cormgenstallations in a timely manner

and can reliably estimate the costs of such aEs/iMost customers engage Veeco to perform thaliason services, although there are
other third-party providers with sufficient knowlgglwho could complete these services. Based ogr fhewrs, installation is deemed to be
inconsequential or perfunctory relative to the egssale as a whole, and as a result, installaéprice is not considered a separate element of
the arrangement. As such, Veeco accrues the ctis¢ afistallation at the time of revenue recognifior the system.

In many cases Veeco’s products are sold with agilletention, typically 10% of the sales price g¥his payable by the customer when field
acceptance provisions are completed. The amouetvehue recognized upon delivery of a system orags if any, is limited to the lower

i) the amount billed that is not contingent uponegtance provisions or ii) the value of the arranget consideration allocated to the
delivered elements, if such sale is part of a rplgtelement arrangement.

Veeco’s contractual terms with customers in Japarernlly specify that title and risk and rewardewhership transfer upon customer
acceptance. As a result, for customers in Japaante is recognized upon the receipt of writteriauasr acceptance. A distributor is used
almost all product and service sales to custonmedgpan. Title passes to the distributor upon séinhowever, due to customary local
business practices, the risk and rewards of owiedtthe system transfers to the end customers tipair acceptance. As such, Veeco
recognizes revenue upon receipt of written acceptémom the end customer.

Veeco recognizes revenue related to maintenanceeamite contracts ratably over the applicable rembhterm. Revenue from the sales of
components, spare parts, and specified servicegengants is recognized at the time of delivery itoadance with the terms of the applicable
sales arrangement.

Incremental direct costs incurred related to thgugsition of a customer contract, such as saleswissions, are expensed as incurred, even if
the related revenue is deferred in accordancetivitlabove policy.

Recent accounting pronounceme

In May 2014, the FASB issued Accounting Standargdate (“ASU”) No. 2014-09Revenue from Contracts with Custom@he “Update”).
The Update requires an entity to recognize reveénukepict the transfer of promised goods or sesvioecustomers in an amount that reflects
the consideration to which the entity expects tehitled in exchange for those goods or serviths. Update outlines a five-step model to
make the revenue recognition determination andiresjmew financial statement disclosures. Publicged companies are required to adopt
the Update for reporting periods beginning aftec&maber 15, 2016; however the FASB recently appravede-year deferral of the Update.
The FASB expects to issue its final ASU formallyearding the effective date by the end of the thirdrtpr of 2015. Currently, companies
may choose among different transition alternativeeco is evaluating the impact of adopting the &lpan its consolidated financial
statements and related financial statement discdgsand has not yet determined which method oftetovill be selected.

Veeco is also evaluating other pronouncements tigcissued but not yet adopted. The adoption a$éhgronouncements is not expected to
have a material impact on Veeco’s consolidatedhfired statements.

8
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Veeco Instruments Inc. and Subsidiaries
Notes to the Consolidated Financial Statements - eihued
(unaudited)

Note 2 - Income (Loss) Per Common Share

Basic income (loss) per common share is calculayedividing net income (loss) available to commuwckholders by the weighted average
number of common shares outstanding during the@gebiluted income per common share is calculatediiding net income available to
common stockholders by the weighted average nuofimymmon shares and common share equivalentsaadiaty during the period.

For the three and six months ended June 30, 2085 0a the three months ended June 30, 2014, llibmshares of nonvested, participati
restricted share awards and units were excluded fn@ computation of basic net loss per share shesecurities’ holders are not obligated
to fund these losses. The dilutive effect of oudiiag options to purchase common stock, restristegte awards, and restricted share units is
considered in diluted income per common share Ipficgiion of the treasury stock method. The dilateffect of outstanding performance
share awards and units are included in income ganwn share when performance targets have beesvacdhi

The computations of basic and diluted income (lpges)common share are:

Three months ended June 3( Six months ended June 3(
2015 2014 2015 2014
(in thousands, except per share date
Net income (loss $ (8,38¢) $ (15,21) $ (27,49¢) $ 3,94¢
Net income (loss) per common she
Basic $ (0.21) $ (0.39 $ (0.69) $ 0.1C
Diluted $ (0.21) $ (0.39 % (0.69 $ 0.1cC
Basic weighted average shares outstanding 39,69: 39,37¢ 39,66¢ 39,27¢
Effect of potentially dilutive share-based awards — — 78€
Diluted weighted average shares outstandin 39,69: 39,37¢ 39,66¢ 40,06
Shares excluded from diluted calculation since daacurred
a net loss as their effect would be antidilu 16¢ 321 174 —
Potentially dilutive non-participating shares ext#d from
diluted calculation as their effect would be artitive 1,97¢ 1,04¢ 1,96/ 921

Note 3 - Assets
Investments and Assets held for ¢

Marketable securities are generally classifiedvasi@ble-for-sale and reported at fair value, witirealized gains and losses, net of tax,
presented as a separate component of stockhottgriy under the caption “Accumulated other compnrelive income.” These securities
may include U.S. treasuries, government agencyrgies,l corporate debt, and commercial paper, ah maturities of greater than three
months when purchased. All realized gains and $0asd unrealized losses resulting from declindaiirvalue that are other than temporary
are included in “Other, net” in the Consolidatedt8ments of Operations.

9
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Veeco Instruments Inc. and Subsidiaries
Notes to the Consolidated Financial Statements - eihued
(unaudited)

Fair value is the price that would be receivedaioasset or the amount paid to transfer a liabilitgn orderly transaction between market
participants. Veeco classifies certain assets baselde following fair value hierarchy:

Level 1: Quoted prices in active markets that av@djusted and accessible at the measurement datkeftical, unrestricted assets or
liabilities;

Level 2: Quoted prices for identical assets artlliées in markets that are not active, quoteasifor similar assets and liabilities in
active markets or financial instruments for whigngficant inputs are observable, either directiyralirectly; and

Level 3: Prices or valuations that require inphts are both significant to the fair value measw@enand unobservable.

The level used within the fair value hierarchy &séd on the lowest level of any input that is digant to the fair value measurement. Veeco
has evaluated the estimated fair value of finano&tuments using available market information waltiations as provided by third-party
sources. In determining fair value, informationnfrpricing services is utilized to value securitiesed on quoted market prices in active
markets and matrix pricing. Matrix pricing is a matatical valuation technique that does not retjuesively on quoted prices of specific
investments, but on the investment’s relationshipther benchmarked quoted securities. The us#éfefaht market assumptions and/or
estimation methodologies could have a significéfeio on the fair value estimates. The followingleapresents assets (excluding cash and
cash equivalent balances) that are measured atalaie on a recurring basis:

Level 1 Level 2 Total
(in thousands)

June 30, 201¢

U.S. treasurie $ 59,74C $ — 59,74(

Government agency securiti — 5,00( 5,00(

Corporate dek — 17,657 17,657
December 31, 201

U.S. treasurie $ 81520 $ — 81,521

Corporate dek — 39,04¢ 39,04¢

There were no transfers between fair value measnelavels during the six months ended June 306.20ere were no financial assets or
liabilities measured at fair value using Level B falue measurements at June 30, 2015 or Dece®ih@014.

10
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Veeco Instruments Inc. and Subsidiaries
Notes to the Consolidated Financial Statements - eihued
(unaudited)

The amortized cost and fair value of availabledale securities consist of:

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(in thousands)
June 30, 2015

U.S. treasurie $ 59,69: $ 47 $ — 3 59,74(
Government agency securiti 5,00( — — 5,00(
Corporate debt 17,64« 14 (D 17,65’

Total available-for-sale securities $ 82,337 $ 61 $ 1) $ 82,39’

December 31, 201.

U.S. treasurie $ 81,50¢ $ 27 $ 6) $ 81,52'
Corporate debt 39,03 20 (6) 39,04!

Total available-for-sale securities $ 120,53 $ 47 $ (12) $ 120,57.

Available-for-sale securities in a loss positiomsist of:

June 30, 201t December 31, 201
Gross Gross
Estimated Unrealized Estimated Unrealized
Fair Value Losses Fair Value Losses
(in thousands)
U.S. treasurie $ — 3 — 9 35,00 $ (6)
Corporate debt 2,13¢ (D 13,06¢ (6)
Total available-for-sale securities in ¢

loss position $ 2,13¢ $ @D $ 48,07( $ (12

At June 30, 2015 and December 31, 2014, there meeshort-term investments that had been in a cootis loss position for more than 12
months.

The contractual maturities of securities classifischvailable-for-sale are:

June 30, 201t
Amortized Estimated
cost fair value
(in thousands)
Due in one year or le: $ 4464 $ 44,66¢
Due after one year through two years 37,69( 37,72¢
Total available-for-sale securities $ 82337 % 82,39°

Actual maturities may differ from contractual matigs. Veeco may sell these securities prior toungt based on the needs of the business.
In addition, borrowers may have the right to calpcepay obligations prior to scheduled maturities.

There were minimal realized gains for the three siranonths ended June 30, 2015 and June 30, ZB#&4cost of securities liquidated is
based on specific identification.

Accounts receivabl

Accounts receivable is presented net of allowancedubtful accounts of $0.5 million and $0.7 noilliat June 30, 2015 and December 31,
2014, respectively.
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Inventory

Inventory is stated at the lower of cost or magqgiroximating actual costs using a first-in, fiostt- basis.

Inventory consists of:

June 30, 201¢ December 31, 201
(in thousands)
Materials $ 33,37¢ $ 28,63’
Work-in-process 25,09: 26,77¢
Finished goods 5,09¢ 6,05¢€
Total inventory $ 63,56: $ 61,47

Deferred cost of sale

For new products, new applications of existing piaid or for products with substantive customer piaoece provisions where Veeco can not
objectively demonstrate that the criteria specifiethe contractual acceptance provisions have bekieved prior to delivery, revenue and
the associated costs are deferred and fully rezednipon the receipt of final customer acceptasmesyming all other revenue recognition
criteria have been met.

Prepaid expenses and other current as

Prepaid expenses and other current assets princarilyist of supplier deposits, as well as prepalderadded tax, lease deposits, prepaid
insurance, and prepaid licenses.

Veeco outsources a majority of its manufacturinthtad parties. For outsourced products, Veeco taaia a minimum level of internal
manufacturing capability. Supplier deposits werb.8Imillion and $12.7 million at June 30, 2015 &etember 31, 2014, respectively.

Assets held for sa

Research and demonstration laboratories in Asiaelisas a vacant building and land, were desighaseheld for sale during 2014. The
carrying value reflects Veeco's estimate of failuedess costs to sell using the sales comparissmkehapproach.

Property, plant, and equipme

Property, plant, and equipment consist of:

June 30, 201t December 31, 201.
(in thousands)
Land $ 939 $ 9,39:
Building and improvement 54,11¢ 51,97¢
Machinery and equipme 107,15: 104,81!
Leasehold improvements 5,39¢ 4,35¢
Gross property, plant and equipment 176,06: 170,54.
Less: accumulated depreciation and amortization 96,05¢ 91,79(
Net property, plant, and equipment $ 80,00: $ 78,75:

For the three and six months ended June 30, 2@pbediation expense was $3.0 million and $5.8 amllrespectively, and $2.9 million and
$5.8 million for the comparable 2014 periods.
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At June 30, 2015 and December 31, 2014, the cgrmatue of systems that had previously been us&tkato’s laboratories as Veeco
Certified Equipment was approximately $1.0 milliamd $1.3 million, respectively, and was includetproperty, plant, and equipment” in
the Consolidated Balance Sheets. These held-fersyatems are the same types of tools that Vedlsdseustomers in the ordinary course
of business. When these systems are sold, salesqu® and the associated costs are included insdliet” and “Cost of sales” in the
Consolidated Statements of Operations.

Goodwill
There were no new acquisitions or impairments dutfire six months ended June 30, 2015. The pur@dw@srinting related to the $145.5
million December 4, 2014 acquisition of Solid Stetpipment LLC (“SSEC"), which has been renamedcdderecision Surface Processing

LLC (“PSP”), remains preliminary. The estimated falue of the assets

acquired and liabilities assumed may be adjustddrt®er information becomes available during theasurement period of up to 12 months
from the acquisition date. Changes in goodwill ¢stnaf:

Gross carrying Accumulated
amount impairment Net amount
(in thousands)
Goodwill - December 31, 201. $ 238,15¢ $ 123,19¢ $ 114,95¢
Purchase price allocation adjustment 297 — 297
Goodwill - June 30, 2015 $ 238,45! $ 123,19¢ $ 115,25¢

Intangible asset

There were no new acquisitions or impairments dutiire six months ended June 30, 2015. The compepépurchased intangible assets
consist of:

June 30, 201t December 31, 201
Accumulated Accumulated
Gross Amortization Gross Amortization
Carrying and Net Carrying and Net
Amount Impairment Amount Amount Impairment Amount
(in thousands)
Technology $ 222,35 % 113,41¢ $ 108,93¢ $ 222,35 $ 106,34. $ 116,01¢
Customer relationshiy 47,88! 18,68¢ 29,20( 47,88t 14,91¢ 32,96°
Trademarks and tradenarr 3,05( 1,717 1,33: 3,05( 1,09¢ 1,95¢
Indefinite-lived trademart 2,90( — 2,90( 2,90( — 2,90(
Other 6,32( 5,32¢ 99t 6,32( 84¢ 5,471
Total $ 28251 $ 139,14¢ $ 143,36° $ 28251. % 123,20 $ 159,30¢

Other intangible assets consist of patents, licersestomer backlog, and non-compete agreements.
Other assets

Veeco has an ownership interest of less than 20&mion-marketable investment. Veeco does not sigrificant influence over the investee,
and therefore the investment is carried at costadditional investment of $0.8 million was madeidgrthe three months ended June 30,
2015, increasing the carrying value of the invesinfiom $19.4 million at December 31, 2014 to $2@iftion at June 30, 2015. Subsequent
to June 30, 2015, Veeco participated in a new rafrithancing by investing an additional $0.8 nahi. Veeco’s ownership interest and
participating rights have not changed. Thereforeedb continues to carry the investment at cost.iffestment is subject to a periodic
impairment review; as there are no open-marketatalns, the impairment analysis requires signifigadgment. The analysis includes

13




Table of Contents
Veeco Instruments Inc. and Subsidiaries
Notes to the Consolidated Financial Statements - stnued
(unaudited)
assessments of the investee’s financial conditf@pusiness outlook for its products and technglig projected results and cash flow,
business valuation indications from recent rourfdinancing, the likelihood of obtaining subsequeminds of financing, and the impact of
equity preferences held by Veeco or other investeas value of the investment is not estimatectsmithere are identified events or changes
in circumstances that could have a significant estveffect on the fair value of the investment.9doh events or circumstances are present.
Note 4 - Liabilities
Accrued expenses and other current liabilii

The components of accrued expenses and other tliadgilities consist of:

June 30, 201¢ December 31, 201
(in thousands)

Payroll and related benefi $ 2163 $ 28,93¢
Warranty 5,59 5,411
Installation 2,912 2,861
Sales, use, and other ta 2,56¢ 1,77¢
Professional fee 1,98¢ 2,752
Restructuring liability 822 1,42¢
Other 3,82¢ 5,25:

Total accrued liabilities $ 39,34 % 48,41¢

Other liabilities include accruals for costs rethte customer training, royalties, and travel.
Warranty reserves

Warranties are typically valid for one year frone titate of system final acceptance. Estimated wgrcsts are determined by analyzing
specific product and historical configuration stitis and regional warranty support costs. Thenedé is affected by product failure rates,
material usage, and labor costs incurred in camggiroduct failures during the warranty period faleseen component failures or
exceptional component performance can impact whri@sts. Changes in product warranty reservesidtecl

(in thousands)

Warranty reserves - December 31, 2014 $ 5,411
Warranties issue 3,08¢
Settlements mac (1,939
Changes in estimate (971

Warranty reserves- June 30, 201 $ 5,59:¢
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Restructuring accrual

During the six months ended June 30, 2015, additiaccruals were recognized and payments madeddiathe 2014 closing of Veeco’s Ft.
Collins, Colorado and Camarillo, California fagé. Business activities formerly conducted atétstes have been transferred to the
Plainview, New York facility. In addition, Veeco t$osing the Hyeongok-ri, South Korea facility. \¢eehas accrued and paid for
restructuring activities during the six months eshdane 30, 2015. Additional restructuring costbd@ccrued for these activities are not
expected to be significant.

Personnel
Severance anc Facility
Related Costs Closing Costs Total
(in thousands)

Restructuring accrual - December 31, 201. $ 1,42¢ % — % 1,42¢
Provision 2,08t 95t 3,04(
Payments (2,930) (71€) (3,64¢)

Restructuring accrual - June 30, 201¢ $ 58% $ 23¢ % 822

Customer deposits and deferred revenue

Customer deposits totaled $57.0 million and $73l0am at June 30, 2015 and December 31, 2014 eetspely. The remainder of the balai
relates to deferred revenue consisting of billiagsociated with customer contracts for which aléreie recognition criteria have not yet b
met.

Long-term debt

Debt consists of a mortgage note payable with gyicey value of $1.7 million at June 30, 2015 andB%hillion at December 31, 2014. The
annual interest rate on the mortgage is 7.91%tlaafinal payment is due on January 1, 2020. Thegage note payable is secured by
certain land and buildings. The property associaiti¢hl the mortgage is currently held for sale. Aatiunted cash flow model was used to
calculate a level 3 fair value estimate of $1.8iomlat June 30, 2015 and $2.0 million at Decen@igr2014.

Note 5 - Commitments and Contingencies

Minimum lease commitmer

At June 30, 2015, Veeco's total future minimum &payments under narancelable operating leases have not changedisartify from the
footnote disclosure in the 2014 Form 10-K.

Purchase commitmen

Veeco has purchase commitments under certain cbudlearrangements to make future payments for gaod services. These contractual
arrangements secure the rights to various assetseamices to be used in the future in the norroatse of business. Veeco has purchase
commitments of $123.4 million at June 30, 2015 staifitially all of which become due within one year.

Bank guarantees and letters of cre

Veeco has bank guarantees and letters of credidsgy a financial institution on its behalf asdeto cover performance bonds required by
customers. At June 30, 2015, outstanding bank gtega and letters of credit totaled $36.2 milliangd unused letters of credit of $30.9
million were available to be drawn upon.
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Legal proceeding

Veeco and certain other parties were named asdefiésin a lawsuit filed on April 25, 2013 in the@rior Court of California, County of
Sonoma. The plaintiff in the lawsuit, Patrick Catbseeks unspecified damages and asserts claitieethaffered burns and other injuries
while he was cleaning a molecular beam epitaxyesystlleged to have been manufactured by Veecolalvsuit alleges, among other thin
that the molecular beam epitaxy system was defeetind that Veeco failed to adequately warn of titertial risks of the system. Veeco
believes this lawsuit is without merit and intendslefend vigorously against the claims. Veecmishle to predict the outcome of this action
or to reasonably estimate the possible loss orerandpss, if any, arising from the claims assettedtein. Veeco believes that, in the event of
any recovery by the plaintiff from Veeco, such neexy would be fully covered by insurance.

Veeco is involved in other legal proceedings agdimthe normal course of business. The resoluwifdhese matters is not expected to have a
material adverse effect on Veeco’s consolidateanfomal position, results of operations, or castwvéo

Note 6 - Equity
Accumulated Other Comprehensive IncolAOCI")

The following table presents the changes in tharz#s of each component of AOCI, net of tax:

Currency Unrealized Gains on
translation Minimum Pension Available-for-sale
gain (loss) Liability Securities Total
(in thousands)
Balance at December 31, 201 $ 2,33t $ (881) $ 17 $ 1,46¢
Other comprehensive income (loss) before
reclassification: (30 — 26 4
Amounts reclassified from AOCI — — (1) (1)
Other comprehensive income (loss) (30) — 25 (5
Balance at June 30, 2015 $ 2,30 $ (881) $ 42 $ 1,46¢

Veeco did not allocate tax expense to other congurglie income for the six months ended June 30 28N eeco is in a full valuation
allowance position such that a deferred tax agtated to amounts recognized in other compreheiiiségene is not regarded as realizable on
a more-likely-than-not basis.

Note 7 - Share-based compensation

Restricted share awards are issued to employeearthaubject to specified restrictions and a eistorfeiture. The restrictions typically lapse
over one to five years and entitle holders to laitidends and voting rights. Other types of shaaseldl compensation include performance
share awards, performance share units, and restistiare units (collectively with restricted shaneards, “restricted shares”), as well as
options to purchase common stock. Share-based cmatien expense was recognized in the following tiems in the Consolidated
Statements of Operations:

Three months ended June 3( Six months ended June 3(
2015 2014 2015 2014
(in thousands)
Cost of sale: $ 71 % 62C $ 1312 $ 1,18(
Selling, general, and administrati 3,112 3,324 5,91( 6,42¢
Research and development 1,09¢ 1,147 1,69t 2,20¢
Total share-based compensation expen: $ 4,921 % 5091 $ 8,91¢ $ 9,81:
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Equity activity related to restricted shares:
Weighted Average
Grant Date
Number of Shares Fair Value
(in thousands)

Restricted shares outstandin¢- December 31, 201 1,237 $ 34.2i

Grantec 597 31.32

Vested (12%) 40.7(

Forfeited (59 35.92

Restricted shares outstandin¢- June 30, 201* 1,65( $ 32.6¢

Equity activity related to stock options:
Weighted Average
Number of Shares Exercise Price
(in thousands)

Stock options outstanding - December 31, 2014 2391 % 31.6¢

Grantec 17 30.22

Exercisec (74) 19.07

Expired or forfeited (119 38.6%

Stock options outstanding - June 30, 2015 2,21t $ 31.6¢

Note 8 - Income Taxes

Income taxes are estimated for each of the jutiisais in which Veeco operates. Deferred incomedaréect the net tax effect of temporary
differences between the carrying amount of assetdiabilities for financial reporting purposes ahé amounts used for income tax purpc
as well as the tax effect of carry forwards. A \adion allowance is recorded to reduce deferrecssets to the amount that is more likely |
not to be realized. Realization of net deferredassets is dependent on future taxable income.

At the end of each interim reporting period, thieetive tax rate is aligned to expectations forftilkeyear. This estimate is used to determine
the income tax provision or benefit on a year-ttedssis and may change in subsequent interimgserio

Three months ended June 3( Six months ended June 3(
2015 2014 2015 2014
(in thousands)
Income (loss) before income tay $ (3,907) $ (15,699 $ (19,570 $ 3,092
Income tax expense (bene $ 4,47¢ $ (48t $ 7,92¢ $ (857)

For the three months ended June 30, 2015, thexpehse for income taxes included a $3.3 milliorvmion relating to Veeco’s domestic
operations and a $1.2 million provision relatingdoeign operations. For the six months ended 3015, the net expense for income
taxes included a $5.3 million provision relatingdimmestic operations and a $2.6 million provisielating to foreign operations. Although
there was a domestic pre-tax loss for the peri@#cd did not provide a current tax benefit on daskes as the amounts are not realizable on
a more-likely-than-not basis. In addition, Veecoyted withholding taxes and a domestic provisielating to certain deferred tax liabilities
that could not be offset against its deferred &pets. Veeco’s foreign operations are profitablesiéch, taxes were provided at rates which
approximate the statutory rates of those foreigisqgictions.

For the three and six months ended June 30, 20&4ftective tax rate was different than the stayutax rate primarily due to the recognit
of only a portion of Veeco’s U.S. deferred tax assm a more-likely-than-not basis with respe@@t4 domestic pre-tax losses. In addition,
for the six months ended June 30, 2014, the effecttix rate was also impacted
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because a tax provision was not provided on the fgain the settlement of the contingent consideratelated to the Synos acquisition.
Note 9 - Segment Reporting and Geographic Informatin

Veeco operates and measures its results in onatoesegment and therefore has one reportableesggthe design, development,
manufacture, and support of thin film process eqp@pt primarily sold to make electronic devices.

Veeco categorizes its sales into the following foarkets:
Lighting, Display & Power Electronics'Energy Conservation”)

Lighting refers to Light Emitting Diode (“LED"); seiconductor illumination sources used in varioupl@aations including backlights,
general lighting, automotive running lights, ancddéamps. Display refers to LED displays and Orgéaight Emitting Diode (“OLED”)
displays. Power Electronics refers to semicondutésices such as rectifiers, inverters, and coevefor the control and conversion of
electric power.

Advanced Packaging, MEMS & R“Mobility”)

Advanced Packaging includes a portfolio of wafereleassembly technologies that enable the minizdtidn and performance improvement
of electronic products, such as smartphones, sratuiws, tablets, and laptops. Micro-Electro Meatarystems (“MEMS”) includes tiny
mechanical devices such as sensors, switches,rmieod actuators embedded in semiconductor clsigd im vehicles, smartphones, tablets,
and games. Radio Frequency (“RF”) includes semigotad devices that make use of radio waves (REd)efor wireless broadcasting and/or
communications.

Scientific & Industrial

Scientific refers to university research institagpindustry research institutions, industry cotigors, and government research agencies.
Industrial refers to large-scale product manufaetuincluding optical coatings: thin layers of nréédeposited on a lens or mirror that alters
how light reflects and transmits; photomask: angoggplate that allows light to shine through iredired pattern for use in photolithography;
and front end semiconductor: early steps in thegs® of integrated circuit fabrication where thenmthips are created but still remain on the
silicon wafer.

Data Storage

The Data Storage market refers to the archivindgdd in electromagnetic or other forms for use bpmputer or device, including hard disk
drives used in large capacity storage applications.

Revenue by market:

Three months ended June 3( Six months ended June 3(
2015 2014 2015 2014
(in thousands)

Lighting, Display & Power Electronic $ 82,12: $ 66,22. $ 146,45( $ 130,11.
Advanced Packaging, MEMS & k 13,84( 1,83¢ 27,00t 2,63¢
Scientific & Industrial 17,96( 14,08: 31,59¢ 22,56,
Data Storage 17,48¢ 12,98: 24,701 30,64¢
Total Sales $ 131,41( $ 95,12: $ 229,75, $ 185,96.

Significant operations outside the United Statetuitle sales and service offices in the Asia-Paaifid Europe regions. For geographic
reporting, revenues are attributed to the locatiomhich the customer facility is located as folkw
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Revenue by geography:
Three months ended June 3( Six months ended June 3(
2015 2014 2015 2014
(in thousands)
United State! $ 19,63: $ 13,46¢ $ 47,60 $ 20,94
China 66,437 51,08¢ 110,71¢ 83,92¢
EMEA @ 21,99( 6,90¢ 30,31« 17,25«
Rest of World 23,35 23,66( 41,11¢ 63,84(
Total Sales $ 131,41 $ 95,12: $ 229,75 $ 185,96:

(1) EMEA consists of Europe, the Middle East, and &ri
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations
Cautionary Statement Regarding Forward Looking Staements

Our discussion below constitutes “forward-lookitgtements” within the meaning of Section 27A of 8exurities Act of 1933, as amended,
and Section 21E of the Securities Exchange AcB8#1as amended. When used in this Report, thesvbrlieves,” “anticipates,” “expects,”
“estimates,” “targets,” “plans,” “intends,” “will,/and similar expressions related to the futurdraended to identify forward-looking
statements. All forward-looking statements are scitfjo a number of risks and uncertainties thaldcoause actual results to differ materially
from projected results. You should not place undii@nce on any forward-looking statements, whigbak only as of the dates they are

made.
Executive Summary

We design, manufacture, and market thin film preaguipment aligned to meet the demands of glababfatrends” such as energy
conservation, mobility, and the ‘internet of thifigSur equipment is primarily sold to make compatseir electronic devices including
LEDs, displays, power electronics, wireless devisegartphones, and hard disk drives. We develdphhijfferentiated equipment for critic
performance steps in thin film processing. Our pitsl feature leading technology, low costeafnership, and high volume productivity. C
competencies in advanced thin film technologietemaprotection, and decades of specialized prdaess-how help us stay at the forefront
of these rapidly advancing markets.

Our portfolio of technology solutions sell into fokey market areas: Lighting, Display & Power Etenics; Advanced Packaging, MEMS &
RF; Scientific and Industrial, and Data Storage.

A majority of our sales in Lighting, Display & PowElectronics were derived from customers who mactuire LEDs. Demand for the
equipment used to manufacture LEDs has been inogeas the commercial and residential penetratfdrE® lighting expands. While
demand for our equipment can fluctuate from quadeguarter, we believe LED lighting adoption hérted to accelerate and will require
additional capacity purchases over the next seyeiais. Our metal organic chemical vapor depos{{itOCVD") architecture has been
developed to support the most significant indusends, including developing mid-power LEDs, utilig larger wafer sizes, and optimizing
cost-of-ownership. Our latest generation MOCVD eystthe TurboDisc® EPIK™ 700, is performing welbagst our expectations. We have
now successfully demonstrated the teaapabilities across multiple customers, whictbesthus to begin recognizing revenue upon shipi
towards the end of the second quarter.

Veeco Precision Surface Processing (“PSP”) is peiftg ahead of our target plans since we acquiredtisiness in December 2014. PSP
provides single wafer wet etch, clean, and surfaeparation equipment targeting multiple high gtowtarkets in advanced packaging, RF
devices, MEMS, and compound semiconductors. Owr lbosiness for mobility applications continuesriwalsales in Europe and the United
States. Our sales team is opening up new oppdgsridr PSP products in Asia, and the businessamg positive momentum in advanced
packaging for 3D TSV (thru silicon via) and WLFOgf&r level fan out) applications.

The Data Storage market is mature and facing soffetemand for personal computers in the near terihe longer term, the industry
appears to be shifting from hard disk drives tadsstate drives. Accordingly, hard disk drive intyscustomers are not expected to make
significant investments in new capacity. Future dechfor our Data Storage products remains uncleduoeaders are expected to fluctuate
from quarter to quarter.

We continue to execute to achieve our financiagjets and drive growth, anticipating an improvememverall business levels for the second
half of 2015 driven primarily by growth in Lightind@isplay & Power Electronics.
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Results of Operations
For the three months ended June 30, 2015 and 2014

The following table presents operating results psraentage of net sales, as well as period-ovéogdollar and percentage changes for
those line items. Our results of operations aremep as one business segment.

Three months ended June 3( Change
2015 2014 Period to Period
(in thousands)
Net sales $ 131,41( 10% $ 95,127 10(% $ 36,28t 38%
Cost of sales 82,34: 63% 64,44¢ 68% 17,89: 28%
Gross profit 49,06¢ 37% 30,673 32% 18,39¢ 60%
Operating expenses, n
Selling, general, and administrati 24,36 1% 21,891 23% 2,47¢ 11%
Research and developmt 20,11¢ 15% 21,011 22% (892 -4%
Amortization 7,97¢ 6% 2,89¢ 3% 5,08C 17%%
Restructuring 683 1% 801 1% (11e) -15%
Other, net (59 0% (1598 0% 107 -68%
Total operating expenses, net 53,09¢ 4C% 46,444 49% 6,651 14%
Operating income (loss) (4,02¢) -3% (25,77) -17% 11,748 -74%
Interest income, net 11¢ 0% 72 0% 47 66%
Income (loss) before income taxes (3,90%) -3% (15,699 -17% 11,79: -75%
Income tax expense (benefit) 4,47¢ 3% (489 -1% 4,967 NM
Net income (loss $ 8,386 6% $ (1521) _16% $ 6,828  _450
NM - Not meaningful
Net sales
The following is an analysis of sales by market:
Three months ended June 3( Change
2015 2014 Period to Period
(in thousands)
Lighting, Display & Power Electronic $ 8212 62% $ 66,22 69% $ 15,90: 24%
Advanced Packaging, MEMS & k 13,84( 11% 1,83¢ 2% 12,00¢  654%
Scientific & Industrial 17,96( 14% 14,08: 15% 3,87¢ 28%
Data Storage 17,48¢ 13% 12,98 14% 4,50¢ 35%
Total Sales $ 131,41 100% $ 95,127 100 $  36,28¢ 3804
The following is an analysis of sales by region:
Three months ended June 3( Change
2015 2014 Period to Period
(in thousands)
United State: $ 19,63: 15% $ 13,46¢ 14% $ 6,16¢ 46%
China 66,43’ 5C% 51,08¢ 54% 15,34¢ 30%
EMEA 21,99( 17% 6,90¢ 7% 15,08 21&%
Rest of World 23,35! 18% 23,66( 25% (309 -1%
Total Sales $ 131,41 100% $ 9512 1000 $  36,28¢ 38%
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Total sales increased across all markets, primatihjbuted to sales in the Lighting, Display & RavElectronics market as well as the
Advanced Packaging, MEMS & RF market. The salesegmes are specifically attributed to the PSP legsinecently acquired in
December 2014 as well as sales of our EPIK 70@BystPricing was not a significant driver of thamge in total sales.

China and EMEA sales increased specifically asalref our MOCVD product portfolio. United Stateales increases were across all
markets primarily due to our acquisition of PS®ecember 2014. We expect that there will contirtuled variations in the geographic
distribution of sales in the future.

Bookings were $123.8 million for the three monthded June 30, 2015 and were $104.0 million forctraparable prior year period. One of
the performance measures we use as a leading tiodafahe business is the book-to-bill ratio. Th&o is defined as orders recorded in a
given period divided by revenue recognized in tnae period. For the three months ended June 36, &td ratio was slightly lower than
1.0. Our backlog at June 30, 2015 of $278.8 milligihects a minor decline as compared to last guarMarch 31, 2015 balance of $288.9
million.

Gross profit

The increase in gross profit for the three montiged June 30, 2015 was driven by sales volumeaserein both the Lighting, Display &
Power Electronics and Data Storage markets. Threase was also attributable to the acquisitionS® b December 2014 which provided
additional gross profit that was not in Veex@014 results as well as certain deposits that fegfeited by customers of $1.1 million that w
recognized into sales.

Selling, general, and administrative

Selling, general, and administrative expenses aszré primarily due to the December 2014 acquisafdASP. Partially offsetting this
increase was a reduction in third party profesditees.

Research and developme

Research and development expenses decreasedrdaictions in our personnel-related expenses péatly related to the ALD

restructuring efforts, which was partially offsgt&n increase in spending due to the December 26ddisition of PSP. We continue to focus
our research and development expenses on prajeateas we anticipate to be high-growth.

Amortization

The increase in amortization expense is relatede&79.8 million in amortizable intangible assatguired as part of our acquisition of PSP
in December 2014.

Restructuring

Restructuring efforts are continuing according lEmmand relate to the closure of our Ft. CollinglaZado; Camarillo, California; and
Hyeongok-ri, South Korea facilities.

Income tax expense (bene

At the end of each interim reporting period, wdreate the effective income tax rate expected tagmicable for the full year. This estimate
is used to determine the income tax provision oefieon a year-to-date basis and may change isegjent interim periods.

Our tax provision for the three months ended Juhe315 was $4.5 million compared to a benefit@b$nillion during the three months
ended June 30, 2014. The 2015 tax expense inclu@8d3 million provision relating to our domestjeoations and a $1.2 million provision
relating to foreign operations. Although there \siadomestic préax loss for the period, we did not provide a cotitax benefit on such loss
as the amounts are not realizable on a more-litelp-not
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basis. In addition, we provided withholding taxesl @ domestic provision relating to certain deféax liabilities that could not be offset
against our deferred tax assets. This differs 2014 when we were able to recognize part of ouretin pre-tax losses on a more-likely-
than-not basis. Our foreign operations are prdfitafds such, taxes were provided at rates whichicdmate the statutory rates of those
foreign jurisdictions.

For the six months ended June 30, 2015 and 2014

The following table presents operating results psraentage of net sales, as well as period-ovéogdollar and percentage changes for
those line items. Our results of operations arentepl as one business segment.

Six months ended June 3( Change
2015 2014 Period to Period
(in thousands)

Net sales $ 229,75 100% $ 185,96 100% $ 43,78¢ 24%
Cost of sales 145,54! 63% 121,51: 65 % 24,03: 20%
Gross profit 84,20¢ 37% 64,45( 35% 19,75¢ 31%
Operating expenses, n

Selling, general, and administrati 47,24 21% 43,55¢ 23% 3,68¢ 8%

Research and developme 38,70« 17% 40,77¢ 22% (2,075 -5%

Amortization 15,94: 7% 5,80z 3% 10,13¢ 175%

Restructuring 3,04( 1% 1,19¢ 1% 1,847 155%

Asset impairmen 12¢ 0% — 0% 12¢ 100%

Changes in contingent considerat — 0% (29,36¢) -16% 29,36¢ -100%

Other, net (1,002 0% (370 0% (632) 171%
Total operating expenses, net 104,05t 45% 61,59/ 33% 42,46 69 %
Operating income (loss) (29,85() -9% 2,85¢ 2% (22,706 NM

Interest income, net 28C 0% 23€ 0% 44 19%
Income (loss) before income taxes (29,570 -9% 3,092 2% (22,662 NM
Income tax expense (benefit) 7,92¢ 3% (859 0% 8,78 NM
Net income (loss $ (27,490 1206 $  3,94¢ 206 $ (31,44H NMm
NM - Not meaningful

Net sales
The following is an analysis of sales by market:
Six months ended June 3( Change
2015 2014 Period to Period
(in thousands)

Lighting, Display & Power Electronic $ 146,45( 63% $ 130,11: 70% $ 16,33¢ 13%
Advanced Packaging, MEMS & F 27,008  12% 2,63¢ 1% 24,37C 925%
Scientific & Industrial 3159 14% 22,561 12% 9,02¢ 40%
Data Storage 24,70.  11% 30,64¢ 17% (5,948 -19%

Total Sales $ 229,75. 100% $ 185,961 100% $ 43,78¢ 24%
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The following is an analysis of sales by region:

Six months ended June 3( Change
2015 2014 Period to Period
(in thousands)
United State: $ 47,60 21%$ 20,94: 11%$ 26,65¢ 127%
China 110,71t 48% 83,92¢ 45% 26,79: 32%
EMEA 30,31« 13% 17,25¢ 9% 13,06( 76%
Rest of World 41,11¢ 18% 63,84( 35% (22,729 -36%
Total Sales $ 229,75 100%$ 185,96 100%$ 43,78 24%

Sales increased for the six month period due tioeease in sales in the Advanced Packaging, MEM®R8market, with additional sales
increases in the Lighting, Display & Power Electosmmarket and the Scientific & Industrial markEte sales increases are primarily
attributed to the PSP business recently acquir&etember 2014 as well as sales into the RF anatibigymarkets. Pricing was not a
significant driver of the change in total salestidfly offsetting sales growth was a reductiorsales into the Data Storage market. This
decline was a result of relatively weak Data Steragokings in the third quarter of 2014. The tireeneen booking and revenue recognition
for sales in the Data Storage market is typicdllpast six months.

China and EMEA sales increases were partially offigedeclines in the Rest of World, specificallyriautable to our MOCVD product
portfolio. United States sales increased acrognatkets primarily due to our acquisition of PS®ecember 2014. We expect that there will
continue to be variations in the geographic digtitn of sales in the future.

Bookings were $225.6 million for the six months eddune 30, 2015 and were $206.6 million for thregarable prior year period. For the
six months ended June 30, 2015, the book-to-hibh i@as approximately 1.0.

Gross profit

The increase in gross profit for the six monthseshdune 30, 2015 was driven primarily by salesmelincreases in Lighting, Display &
Power Electronics markets. The increase was atsbutible to the acquisition of PSP in December£2®hich provided additional gross
profit which was not in Veeco’s 2014 results aslwaslcertain deposits that were forfeited by custianof $4.1 million that were recognized
into sales. This increase was partially offseth®y $1.3 million inventory fair value step-up assted with the sales of systems acquired as
part of the PSP acquisition.

Selling, general, and administrative

Selling, general, and administrative expenses aszré primarily due to the December 2014 acquisafdASP, partially offset by a reduction
in third party professional fees.

Research and developmt

Research and development expenses decreased rdgiei¢tions in our personnel-related expenses piatlg related to the ALD

restructuring efforts, which was partially offsgt én increase in spending due to the December 20ddisition of PSP. We continue to focus
our research and development expenses on profeateas we anticipate to be high-growth, fundireséhproduct development activities.

Amortization

The increase in amortization expense is relatedet&$79.8 million in amortizable intangible assetguired as part of our acquisition of PSP
in December 2014.
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Restructuring

The increase in restructuring expense is primattulg to our plan announced during the first quart®015 to lower our spending on our Al
flexible OLED technology and to refocus researctt davelopment efforts on other opportunities. Wiecamced the closing of our
Hyeongok-ri, South Korea facility and notified 2@gloyees of their termination from Veeco resultingdditional restructuring costs.
Restructuring efforts are continuing according lEmmand relate to the closure of our Ft. CollinglaZado; Camarillo, California; and
Hyeongok-ri, South Korea facilities.

Changes in contingent consideration

Included in our agreement to acquire ALD in therfbwquarter of 2013 were performance milestonesabald trigger contingent payments
the original selling shareholders. During the sbrntihs ended June 30, 2014, we determined thaethaining performance milestones would
not be met, reversed the fair value of the liagil#&nd recorded a non-cash gain of $29.4 million.

Income tax expense (bene

At the end of each interim reporting period, wereate the effective income tax rate expected taggicable for the full year. This estimate
is used to determine the income tax provision oefieon a year-to-date basis and may change isegjtent interim periods.

Our tax provision for the six months ended June2BA5 was $7.9 million compared to a benefit oB$aillion during the six months ended
June 30, 2014. The 2015 income tax expense inclad&d3 million provision relating to our domestjgerations and a $2.6 million provision
relating to foreign operations. Although there madomestic préax loss for the period, we did not provide a catttax benefit on such loss

as the amounts are not realizable on a more-littedly-not basis. In addition, we provided withhotglitaxes and a domestic provision relating
to certain deferred tax liabilities that could bet offset against our deferred tax assets. Thisrdifrom 2014 when we were able to recognize
part of our domestic pre-tax losses on a moreyliflehn-not basis. Our foreign operations are pabfé. As such, taxes were provided at rates
which approximate the statutory rates of thoseigor@uirisdictions.

Liquidity and Capital Resources

We believe that our projected cash flow from ogeres, combined with our cash and short term invests) will be sufficient to meet our
projected working capital, contractual obligatioasd other cash flow needs for the next twelve m&ant

Our cash and cash equivalents, short-term investimend restricted cash were:

June 30, 201t December 31, 201
(in thousands)
Cash and cash equivale $ 313,85: $ 270,81:
Shor-term investment 82,39° 120,57:
Restricted cash — 53¢
Total $ 396,25( $ 391,92.

At June 30, 2015 and December 31, 2014, cash atdezpiivalents of $246.7 million and $220.5 millioespectively, were held outside the
United States. At June 30, 2015, we had $134.6amilh cash held outside the United States on whietwould have to pay significant U.S.
income taxes to repatriate. It is our current ititento permanently reinvest the cash and cashvatgit balances held in Singapore, China,
Taiwan, South Korea, and Malaysia, and our curfiaeicasts do not require repatriation of these $upatck to the United States. Additiona
local government regulations may restrict our aptlb move cash balances to meet cash needs uadainccircumstances. We currently do
not expect such regulations and restrictions tcaichpur ability to make acquisitions, pay vendorssonduct operations throughout our
global organization.
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Cash Flows from Operating Activities

Cash Flows from Operating Activities
Net income (loss
Reconciling adjustment
Depreciation and amortizatic
Deferred income taxe
Asset impairmen
Shar-based compensation expel
Provision of bad debi
Gain on sale of lab too
Change in contingent considerati
Changes in operating assets and liabilities
Net cash provided by (used in) operating activitie

Six months ended June 3(
2015 2014
(in thousands)

$ (27,490 $ 3,94¢
21,72 11,60(

87¢ (2,675)

12€ —

8,91¢ 9,81:

— (1,936)

(179 (2,43%)

— (29,36%)

7,981 (5,724

$ 11,96. $ (16,77¢)

Cash provided by changes in operating assets abititles for the six months ended June 30, 20 &imarily driven by a $31.6 million
increase in customer deposits and deferred revasuesll as a $19.0 million increase in accountsapkeyand accrued liabilities, partially
offset by a $22.7 million increase in accounts redde as well as a $21.3 million increase in ineey and deferred cost of sales.

Cash Flows from Investing Activities

Cash Flows from Investing Activities
Capital expenditure

Proceeds from the liquidation of st-term investment

Payments for purchases of sl-term investment
Proceeds from sale of lab tor
Other

Net cash provided by investing activitie!

Six months ended June 3(
2015 2014
(in thousands)

$ (7,530 $ (4,509)
50,14’ 121,23

(11,999 (92,029)

1,53¢ 7,03¢

(865) (68E)

$ 3128 $ 31,04

Cash provided by investing activities is attribupgiinarily to net liquidations of shoterm investments, repositioning the net proceedsi$b
and cash equivalents, partially offset by capitglenditures and the sale of fewer lab tools whiath been included in property, plant, and

equipment.

Cash Flows from Financing Activities

Cash Flows from Financing Activities
Proceeds from stock option exerci
Payments of tax withholdin¢- restricted share
Repayments of long-term debt

Net cash provided by (used in) financing activitie

Six months ended June 3(
2015 2014
(in thousands)

$ 1,157 $ 9,12t
(1,180 (1,867)

(159) (142)

$ (176) $ 7,115

Cash flows used in financing activities during fitemonths ended June 30, 2015 included paymentsrofmum statutory tax withholdings
associated with share-based compensation offsebllgctions from stock option exercises.
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Off-Balance Sheet Arrangements and Contractual Obgjations
Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieatdaive, or are reasonably likely to have, a atiwe future material effect on our
financial condition, results of operations, ligwydicapital expenditures or capital resources atfi@n operating leases, bank guarantees, and
purchase commitments disclosed in the precedinmébes.

Contractual Obligations and Commitments

We have commitments under certain contractual geeaents to make future payments for goods andcsexvi hese contractual
arrangements secure the rights to various assetseamices to be used in the future in the norroatse of business. We expect to fund these
contractual arrangements with cash generated fimmations.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk
Interest Rate Ris

Our exposure to market rate changes in interess @imarily relates to our investment portfolioe\8entrally manage our investment
portfolio considering investment opportunities aists, tax consequences, and overall financindgegtas. Our investment portfolio includes
fixed-income securities with a fair value of $8&ullion at June 30, 2015. These securities areestitp interest rate risk; a 100 basis point
increase in interest rates would result in a desréathe fair value of the June 30, 2015 investrpertfolio of $0.3 million. While an increa
in interest rates may reduce the fair value ofitirestment portfolio, we will not realize the lossa the Consolidated Statements of
Operations unless the individual fixed-income sii@grare sold prior to maturity or the loss isetatined to be other-than-temporary.

Currency Exchange Risk

We conduct business on a worldwide basis expospuaytion of our revenues, operating costs, andnveistments in foreign affiliates to
changes in currency exchange rates. The econorpacinof currency exchange rate movements is conffgeause such changes are often
linked to variability in real growth, inflation, farest rates, governmental actions, and otherractdnese changes, if material, could cause us
to adjust our financing and operating strategiemg@quently, isolating the effect of changes imengy does not incorporate these other
important economic factors.

We may manage our risks and exposures to curreqahaage rates through the use of derivative fir@nestruments (e.g., forward
contracts). We only use derivative financial instants in the context of hedging and do not use tleerspeculative purposes. During the
three and six months ended June 30, 2015, we didwio any derivatives. During the three and six therended June 30, 2014, we did not
designate our foreign exchange derivatives as lsedgeordingly, the currency exchange derivativesracorded in our Consolidated
Balance Sheets at fair value and changes in fhievifeom these contracts are recorded in “Othef,ineour Consolidated Statements of
Operations.

Our net sales to customers located outside of thieet) States represented approximately 85% andaf38ar total net sales for the three and
six months ended June 30, 2015, respectively, &bl and 89% for the comparable 2014 periods. Wedattpat net sales to customers
outside the United States will continue to représelarge percentage of our total sales. Our sldasminated in currencies other than the
U.S. dollar represented approximately 2% and 3%taf net sales in the three and six months ended 30, 2015, respectively, and 3% and
13% for the comparable 2014 periods.

A 10% change in foreign exchange rates would havienanaterial impact on the consolidated resultsperations.
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Item 4. Controls and Procedures

Managemer's Report on Internal Control Over Financial Repag

Our principal executive and financial officers haxaluated and concluded that our disclosure clsndired procedures are effective at

June 30, 2015. The disclosure controls and proesdane designed to ensure that the informationinedjto be disclosed in this report filed
under the Securities Exchange Act of 1934 is resthrgrocessed, summarized, and reported withitinfeperiods specified in the Securities
and Exchange Commission’s rules and forms anddsraalated and communicated to our principal exgewnd financial officers as
appropriate to allow timely decisions regardinguiegd disclosure.

Changes in Internal Control Over Financial Repogtin

During the three months ended June 30, 2015, there no changes in internal control that have riadlgiaffected or are reasonably likely
materially affect internal control over financialporting.
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PART II—OTHER INFORMATION
Item 1. Legal Proceedings
Information regarding legal proceedings appeathénCommitments and Contingencies Note to the duladed Financial Statements in this
quarterly report on Form 10-Q and in Part | — It&@mf our 2014 Form 10-K . There have been no naltehianges from the legal
proceedings previously disclosed in our 2014 FoPakK1
Item 1A. Risk Factors

Information regarding risk factors appears in taéeSHarbor Statement at the beginning of this guigrteport on Form 10-Q and in Part | —
Item 1A of our 2014 Form 10-K . There have beematerial changes from the risk factors previoussgldsed in our 2014 Form 10-K.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not Applicable.
Item 5. Other Information
None.
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Item 6. Exhibits

Unless otherwise indicated, each of the followirgikits has been filed with the Securities and Exagfe Commission by Veeco under File
No. (-16244.

Incorporated by Reference to the
Number Description Following Document:

10.1 Form of Notice of Performance Share Award and eglérms and *
conditions pursuant to the Veeco 2010 Stock Ingerfilan,
effective June 201¢

31.1 Certification of Chief Executive Officer pursuantRule 13a—14 *
(a) or Rule 15—14(a) of the Securities and Exchange Act of 1!
31.2 Certification of Chief Financial Officer pursuantRule 13a—14 *
(a) or Rule 15—14(a) of the Securities and Exchange Act of 1!
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. *
Section 1350, as adopted pursuant to Section 9€G&darbanes-
Oxley Act of 2002
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. *
Section 1350, as adopted pursuant to Section 9¢&darbanes-
Oxley Act of 2002
101.INS XBRL Instance **
101.SCH XBRL Schemge o
101.PRE XBRL Presentatiot *x
101.CAL XBRL Calculation *
101.DEF XBRL Definition i
101.LAB XBRL Label i
* Filed herewitr
o Filed herewith electronicall
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdéport to be signed on its behalf by the
undersigned, thereunto duly authorized, on Augu2035.

Veeco Instruments In

By: /S/ JOHN R. PEELEF
John R. Peele
Chairman and Chief Executive Offic

By: /s/ SHUBHAM MAHESHWARI
Shubham Maheshwe
Executive Vice President and Chief Financial Offi
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Exhibit 10.1
VEECO INSTRUMENTS INC. 2010 STOCK INCENTIVE PLAN
NOTICE OF PERFORMANCE SHARE AWARD (2015)

Veeco Instruments Inc. (the “ Compalys pleased to confirm the award to the employamed below (the ** Grantégof
Restricted Stock Units (the_* Awafy, subject to the terms and conditions of thisiblebf Restricted Stock Unit Award (2015) (the “tite
"), the Veeco Instruments Inc. 2010 Stock IncenBNan, as amended from time to time (the “ P)aand the Veeco Instruments Inc. Terms
and Conditions of Restricted Stock Unit Award (2D{tGe “ Terms and Conditior$ attached hereto, as follows. Unless otherwiseiged
herein, the terms in this Notice shall have theesamaning as those defined in the Plan.

Grantee:

Date of Award:

Total Number of Performance Shares
Awarded (the “ Units):

Subject to the Grantee’s Continuous Service andrdifmitations set forth in this Notice, the Terarsd Conditions and the Plan, the
Units will “vest” in accordance with the followingchedule (the “ Vesting Schedti)e

One-half (1/2) of the Units (the_* Cumulative ReuerlJnits”) shall be subject to vesting based on the Comisasymulative
revenue (the “ Cumulative Revenue TarfetOne-half (1/2) of the Units (the * Cumulati#EBITDA Units ") shall be subject to vesting ba
on the Company’s cumulative EBITDA (the * Cumulati#BITDA Targetf’ and, together with the Cumulative Revenue Tarthet,” Targets

"),

The Cumulative Revenue Units may vest only if ttienpanys Cumulative Revenue Target described on Exhilliereto attached
achieved by the end of the fourth quarter of 20D@pending on when the Cumulative Revenue Targathgeved, a number of the
Cumulative Revenue Units shall become eligibledst\“ Eligible Units”) as indicated in the Performance Chart belowr é&s@mple, if the
Cumulative Revenue Target is achieved during tis¢ guarter of 2018, 113% of the Cumulative Revddoiés shall become Eligible Units
with respect to the Cumulative Revenue Target.

The Cumulative EBITDA Units may vest only if the @pany’s Cumulative EBITDA Target described on Exhibis achieved by
the end of the fourth quarter of 2019. Dependingvben the Cumulative EBITDA Target is achieveduanber of the Cumulative EBITDA
Units shall become eligible to vest_(* Eligible th1l) as indicated in the Performance Chart belowr é&s@mple, if the Cumulative EBITDA
Target is achieved during the third quarter of 2@B% of the Cumulative EBITDA Units shall beconlggible Units with respect to the
Cumulative EBITDA Target.




PERFORMANCE CHART

Percentage o

Revenue Units that Percentage of EBITDA
become Eligible Units that become Eligible

Target Achieved Units Units

On or before Q2 201 150% 15(%
During Q3 201’ 13&% 13€%
During Q4 2017 125% 125%
During Q1 201¢ 115% 112%
During Q2 201¢ 10C% 10C%
During Q3 201¢ 88% 92%
During Q4 201¢ 75% 83%
During Q1 201¢ 63% 75%
During Q2 201¢ 50% 67%
During Q3 201¢ 38% 58%
During Q4 201¢ 25% 50%
After Q4 201¢ 0% 0%

If the number of Eligible Units determined with pest to a Target includes a fractional Unit, theuteshall be rounded up to the r
whole Unit.

If the Cumulative Revenue Target or the CumulaBBsTDA Target is not achieved by the end of a gaittir quarter, the number of
Cumulative Revenue Units or the Cumulative EBITDAItY that may no longer become Eligible Units \dlbse, be forfeited and deemed
reconveyed to the Company upon such determinafitie Company shall thereafter be the legal andfleésleowner of such reconveyed
Units and the Company shall have all rights anerést therein or related thereto without furthdiomcby the Grantee. For example, if the
Cumulative Revenue Target has not been met byrtti@ethe second quarter of 2018, 12% of the Cutiveld&Revenue Units will then be

forfeited.

The performance criteria will be measured on the d&filing with the SEC of Veeco’s quarterly repon Form 10-Q for the
relevant performance period. The date that the 2oy determines that the Cumulative Revenue Tangibie Cumulative EBITDA Target
has been achieved is the “Determination Datih respect to the Eligible Units related to thegpective Target. The number of Eligible U
that will vest on the Determination Date and in filieire will be determined by applying a foygar vesting schedule consisting of annual
increments measured from the Date of Award (th@éfelVesting Scheduld. A percentage of




the Eligible Units corresponding to the percentafjeesting achieved under the Time Vesting Scheduthe Determination Date with resp
to a Target will vest on the Determination Datethwihe remaining Eligible Units with respect to sUicarget vesting in 25% increments on
subsequent anniversaries of the Date of Award.ekample, if the Cumulative Revenue Target is deftrzed to have been earned in the
second quarter of 2017, on the Determination D& bf the Eligible Units related to the RevenuegBamwould vest on the Determination
Date, and an additional 25% of the Eligible Unisuld vest on each of the next two (2) anniversasfahe Date of Award. Accordingly,
75% (150% * 50%) of the Revenue Units would veghatDetermination Date, and 37.5% (150% * 25%thefRevenue Units would vest on
each of the next two (2) anniversaries of the Dét&ward.

For purposes of this Notice and the Terms and Giamdi, the term “vest” shall mean, with respecany Units, that such Units are
no longer subject to forfeiture to the Companythé Grantee would become vested in a fractionldhia such Unit shall not vest until the
Grantee becomes vested in the entire Unit.

Vesting shall cease upon the date the Granteertates Continuous Service for any reason, includesgth or Disability. In the
event the Grantee terminates Continuous Servicarpreason, including death or Disability, any ested Units held by the Grantee
immediately upon such termination of the Grant€ostinuous Service shall be forfeited and deemedmeeyed to the Company and the
Company shall thereafter be the legal and benéfigiaer of such reconveyed Units and shall haveglits and interest in or related thereto
without further action by the Grantee.

Additional Provisions

This Award shall be subject to the terms and caonitset forth in the Veeco Instruments Inc. Teamd Conditions of Restricted
Stock Unit Award (2015) (the * Terms and Conditihs Unless Grantee notifies the Company within 10 dalfewing receipt of this Notic
that he or she declines this Award, Grantee wiklbemed to have accepted and agreed to the TethBanditions. Any such notice should
be in writing and sent to Veeco Instruments IndteAtion: General Counsel, Terminal Drive, Plaimyi@dlY 11803 or by facsimile to (516)
677-0380.

VEECO INSTRUMENTS INC

Jooro), o>

Name: Robert W. Bradsha
Title: Sr. Vice President Human Resour




VEECO INSTRUMENTS INC. 2010 STOCK INCENTIVE PLAN

TERMS AND CONDITIONS OF
RESTRICTED STOCK UNIT AWARD (2015)

These TERMS AND CONDITIONS OF RESTRICTED STOCK UNAWARD (2015) (these “ Terms and Conditighspply to
any award by Veeco Instruments Inc., a Delawarparation (the “ Compan$), of Restricted Stock Units, subject to certa@strictions
pursuant to the Veeco Instruments Inc. 2010 Stockritive Plan (as it may be amended from timente tithe “ PlarY), which specifically
references these Terms and Conditions.

ARTICLE 1
ISSUANCE OF UNITS

The Company hereby issues to the Grantee (therit€eg named in the Notice of Restricted Stock Unit Ad/i2015) (the “ Notice
") an award (the * Award) of the Total Number of Restricted Stock Units amded set forth in the Notice (the “ Unf)s subject to the
Notice, these Terms and Conditions, and the temdgaovisions of the Plan, which is incorporatedeieby reference. Unless otherw
provided herein, the terms in these Terms and @iondishall have the same meaning as those defirtbé Plan.

ARTICLE 2
CONVERSION OF UNITS AND ISSUANCE OF SHARES

2.1 General Subject to Section 2.2, one share of CommonkSthall be issuable for each Unit subject to theafdythe “
Shares) upon vesting. Immediately thereafter, or asrsae administratively feasible, the Company wihsfer the appropriate number of
Shares to the Grantee after satisfaction of anyired, tax or other withholding obligations. Anwétional Unit remaining after the Award is
fully vested shall be discarded and shall not beveded into a fractional Share. Notwithstanding toregoing, the relevant number of Sh
shall be issued no later than March 15th of the fa@kwing the calendar year in which the Awardstee The Company may however, in its
sole discretion, make a cash payment in lieu ofdbgance of the Shares in an amount equal todle wf one share of Common Stock
multiplied by the number of Units subject to the @&d. The number of Shares covered by the Awarlll Isbgroportionately adjusted for any
stock dividend affecting the Shares in accordanitie 8ection 10 of the Plan.

2.2 Delay of Issuance of ShareEhe Company shall delay the issuance of anyeShamder this Article 2 to the extent
necessary to comply with Section 409A(a)(2)(B)fi}tee Code (relating to payments made to certgaecfied employees” of certain
publicly-traded companies); in such event, any &hao which the Grantee would otherwise be edtitlaring the six (6) month period
following the date of the Grantesstermination of Continuous Service will be isseafh the first business day following the expinatid suct
six (6) month period.




ARTICLE 3
RIGHT TO SHARES

Except as set forth herein, the Grantee shall ae¢ lany right in, to or with respect to any of 8teares (including any voting rights)
issuable under the Award until the Award is setbigdhe issuance of such Shares to the Grantetwitistanding the foregoing, while one
more Shares remain subject to this Award, the @eshall have the right to accrue Cash Dividenduadgnts (as defined in this Article 3).
For purposes herein, a “ Cash Dividend Equivaleneans, for each Share subject to the Award, b pagment equal to the cash dividend, if
any, that would become payable to the Grantee nepect to such Share had the Grantee been thertodlduch Share. Cash Dividend
Equivalents will be subject to all of the terms aaditions of the Award, including that the Caski@end Equivalents will vest and become
payable upon the same terms and at the same tithe &lnits to which they relate.

ARTICLE 4
TAXES

4.1 Tax Liability The Grantee is ultimately liable and responsibtell taxes owed by the Grantee in connectioti wie
Award, regardless of any action the Company orRehated Entity takes with respect to any tax witthng obligations that arise in
connection with the Award. Neither the Company &y Related Entity makes any representation oertaking regarding the treatment of
any tax withholding in connection with any aspetcthe Award, including the grant, vesting, assigntmeelease or cancellation of the Units,
the delivery of Shares, the payment of any Caslidend Equivalents, the subsequent sale of any Slkaauired upon vesting and the receipt
of any dividends or dividend equivalents. The Campdoes not commit and is under no obligatiortracture the Award to reduce or
eliminate the Grantee’s tax liability.

4.2 Payment of Withholding Taxe®rior to any event in connection with the Awéedy., vesting) that the Company
determines may result in any tax withholding oltiga, whether United States federal, state, localamU.S., including any social insurant
employment tax, payment on account or other taatedl obligation (the * Tax Withholding Obligatiy the Grantee must arrange for the
satisfaction of the minimum amount of such Tax Withlling Obligation in a manner acceptable to thenGany.

€) By Share Withholding.If permissible under Applicable Law, the Granéeghorizes the Company to, upon the
exercise of its sole discretion, withhold from th&hares otherwise issuable to the Grantee theewhwhber of Shares sufficient to satisfy
minimum applicable Tax Withholding Obligation. T@#antee acknowledges that the withheld Sharesrmotle sufficient to satisfy the
Grantee’s minimum Tax Withholding Obligation. Aecdingly, the Grantee agrees to pay to the Compamany Related Entity as soon as
practicable, including through additional payroltholding, any amount of the Tax Withholding Olaligon that is not satisfied by the
withholding of Shares described above.

(b) By Sale of SharesUnless the Grantee determines to satisfy theWibtholding Obligation by some other means
in accordance with clause (iii) below, the Grardesceptance of this Award constitutes the Grastestruction and authorization to the




Company and any brokerage firm determined acceptalthe Company for such purpose to, upon theceseeof Company’s sole discretion,
sell on the Grantee’s behalf a whole number of &fom those Shares issuable to the Grantee &otheany determines to be appropriate
to generate cash proceeds sufficient to satisfyrtilmum applicable Tax Withholding Obligation. @uShares will be sold on the day such
Tax Withholding Obligation arises (e.g., a vestitage) or as soon thereafter as practicable. That€e will be responsible for all broker’'s
fees and other costs of sale, and the Granteesaggréedemnify and hold the Company harmless fromlasses, costs, damages, or expenses
relating to any such sale. To the extent the mds®f such sale exceed the Grantee’s minimum Tigxhdlding Obligation, the Company
agrees to pay such excess in cash to the GramteeGrantee acknowledges that the Company or #igdee is under no obligation to arra
for such sale at any particular price, and thaiptfoeeeds of any such sale may not be sufficiesatisfy the Grantee’s minimum Tax
Withholding Obligation. Accordingly, the Grantegraes to pay to the Company or any Related Ergigoan as practicable, including
through additional payroll withholding, any amowfithe Tax Withholding Obligation that is not séiisl by the sale of Shares described
above.

(c) By Check, Wire Transfer or Other Mean&t any time not less than five (5) business daysuch fewer number
of business days as determined by the Adminisiraefore any Tax Withholding Obligation arises (gagvesting date), the Grantee may ¢
to satisfy the Grantee’s Tax Withholding Obligatimndelivering to the Company an amount that then@any determines is sufficient to
satisfy the Tax Withholding Obligation by (x) witensfer to such account as the Company may digatielivery of a certified check
payable to the Company, or (z) such other measpexdfied from time to time by the Administrator.

Notwithstanding the foregoing, the Company or aalal Entity also may satisfy any Tax Withholdingli@étion by offsetting any amoun
(including, but not limited to, salary, bonus aederance payments) payable to the Grantee by thgp&uy and/or a Related Entity.
Furthermore, in the event of any determination thatCompany has failed to withhold a sum suffitterpay all withholding taxes due in
connection with the Award, the Grantee agrees yotlpa Company the amount of such deficiency in egighin five (5) days after receiving a
written demand from the Company to do so, wheth&obthe Grantee is an employee of the Compaltiyaatime.

ARTICLE 5
OTHER PROVISIONS
5.1 Transfer RestrictionsThe Units may not be transferred in any mantieerahan by will or by the laws of descent and
distribution.
5.2 Entire Agreement; Governing Lawhe Notice, the Plan and these Terms and Condittonstitute the entire agreement of

the parties with respect to the subject matterdfexad supersede in their entirety all prior unal@rigs and agreements of the Company and
the Grantee with respect to the subject matterdfies@d may not be modified adversely to the Gralstimterest except by means of a writing
signed by the Company and the Grantee. Theseragras are to be construed in accordance with anerged by the internal laws of the
State of Delaware without giving effect to any aw®of law rule that would cause the applicatiotheflaws of any jurisdiction other than the
internal laws of the State of Delaware to the Sgdrtd




duties of the parties. Should any provision ofXlatice or these Terms and Conditions be determinde illegal or unenforceable, the other
provisions shall nevertheless remain effective stmall remain enforceable.

5.3 Construction The captions used in the Notice and these Tamd<Conditions are inserted for convenience anli sbigbe
deemed a part of the Award for construction orrpprietation. Except when otherwise indicated bydbetext, the singular shall include the
plural and the plural shall include the singulbise of the term “or” is not intended to be exclesiunless the context clearly requires
otherwise.

5.4 Administration and InterpretatiorAny question or dispute regarding the admini&treor interpretation of the Notice, the
Plan or these Terms and Conditions shall be subdnlty the Grantee or by the Company to the Admatist. The resolution of such
guestion or dispute by the Administrator shall inalfand binding on all persons.

5.5 Venue and Waiver of Jury Trialhe parties agree that any suit, action, orgeding arising out of or relating to the
Notice, the Plan or these Terms and Conditiond bleabrought exclusively in the United States Dést€ourt for the Eastern District of Ne
York (or should such court lack jurisdiction to heach action, suit or proceeding, in a New Yogtetcourt in the County of Nassau) and
the parties shall submit to the jurisdiction ofls@ourt. The parties irrevocably waive, to thédsil extent permitted by law, any objection the
party may have to the laying of venue for any ssugh action or proceeding brought in such colt#lE PARTIES ALSO EXPRESSLY
WAIVE ANY RIGHT THEY HAVE OR MAY HAVE TO A JURY TRIAL OF ANY SUCH SUIT, ACTION OR PROCEEDING. If argne
or more provisions of this Section 5.5 shall foy asason be held invalid or unenforceable, it &sgpecific intent of the parties that such
provisions shall be modified to the minimum extaatessary to make it or its application valid anfibeceable.

5.6 Notices Any notice required or permitted hereunder shalbiven in writing and shall be deemed effectivgven upon
personal delivery, upon deposit for delivery byirgernationally recognized express mail courievieror upon deposit in the United States
mail by certified mail (if the parties are withing United States), with postage and fees prepditeased to the other party at its address as
shown in these instruments, or to such other addresuch party may designate in writing from timéme to the other party.

5.7 Nature of Award In accepting the Award, the Grantee acknowledgpsagrees that:

€) the Plan is established voluntarijtie Company, it is discretionary in nature, amay be modified, amended,
suspended or terminated by the Company at any tinless otherwise provided in the Plan and thesea3and Conditions;

(b) the Award is voluntary and occasiceradl does not create any contractual or other tigreceive future awards of
Units, or benefits in lieu of Units, even if Unhave been awarded repeatedly in the past;

(c) all decisions with respect to futaseards, if any, will be at the sole discretiontod Company;




(d) the Grantee’s participation in tharPis voluntary;

(e) the Grantee’s participation in tharP$hall not create a right to any employment withGrantee’s employer and
shall not interfere with the ability of the Compamythe employer to terminate the Grantee’s emplaymelationship, if any, at any time;

() the Award is not part of normal oipected compensation or salary for any purposekiding, but not limited to,
calculating any severance, resignation, terminatiedundancy, end of service payments, bonusegsdervice awards, pension or retirement
or welfare benefits or similar payments and in merg should be considered as compensation foglatimg in any way to, past services for
the Company or any Related Entity;

(9) in the event that the Grantee isamoEmployee of the Company or any Related Entity Award and the
Grantee’s participation in the Plan will not beeimireted to form an employment or service coniactlationship with the Company or any
Related Entity;

(h) the future value of the underlyingaB#s is unknown and cannot be predicted with ceytai

() in consideration of the Award, naich or entittement to compensation or damages ahiakk from termination of
the Award or diminution in value of the Award oraB&s acquired upon vesting of the Award, resuliiom termination of the Grantee’s
Continuous Service by the Company or any RelataityHifor any reason whatsoever and whether oiimbreach of local labor laws) and in
consideration of the grant of the Award, the Grarteevocably releases the Company and any Relatéty from any such claim that may
arise; if, notwithstanding the foregoing, any satdim is found by a court of competent jurisdictiorhave arisen, then, by signing the Nof
the Grantee shall be deemed irrevocably to haveeddiis or her right to pursue or seek remedy figrsuch claim or entitlement;

@) in the event of termination of thea@tee’s Continuous Service (whether or not in ¢e#f local labor laws), the
Grantee’s right to receive Awards under the Plahtarvest in such Awards, if any, will terminatdeetive as of the date that the Grantee is
no longer providing services and will not be exitby any notice period mandated under local lavg(, providing services would not
include a period of “garden leave” or similar perjursuant to local law); furthermore, in the evefntermination of the GranteeContinuou
Service (whether or not in breach of local labevdp the Administrator shall have the exclusiveedition to determine when the Grantee is
no longer providing services for purposes of thigaid;

(k) the Company is not providing any tigal or financial advice, nor is the Company magkany recommendations
regarding the Grantee’s participation in the Plathe Grantee’s acquisition or sale of the undaedyshares; and

)] the Grantee is hereby advised tosattrwith the Grantee’s own personal tax, legal tamancial advisers regarding
the Grantee’s participation in the Plan beforertglkany action related to the Plan.




5.8 Data Privacy.

€) The Grantee hereby explicitly and unambiguously eamts to the collection, use and transfer, in etectic or
other form, of the Grantee’s personal data as delsed in the Notice and these Terms and Conditionysdmd among, as applicable, the
Grantee’s employer, the Company and any Relateditgrfor the exclusive purpose of implementing, adnstering and managing the
Grantee’s participation in the Plan.

(b) The Grantee understands that the Company and thex@ee’s employer may hold certain personal inforricat
about the Grantee, including, but not limited tdye& Grantee’s name, home address and telephone numdege of birth, social insurance
or other identification number, salary, nationalifyjob title, any Shares or directorships held ingtCompany, details of all Units or any
other entitlement to Shares awarded, canceled, egstinvested or outstanding in the Grantee’s faviur, the exclusive purpose of
implementing, administering and managing the PlahData ").

(c) The Grantee understands that Datebeitransferred to any third party assisting tieen@any with the
implementation, administration and management®fRlan. The Grantee understands that the recipidénibe Data may be located in the
Grantee’s country, or elsewhere, and that the i@igl country may have different data privacy laamsl protections than the Grantee’s
country. The Grantee understands that the Gran#gerequest a list with the names and addressmsygfotential recipients of the Data by
contacting the Grantee’s local human resourcegseptative. The Grantee authorizes the Compangmandther possible recipients which
may assist the Company (presently or in the futwit) implementing, administering and managing Phen to receive, possess, use, retain
and transfer the Data, in electronic or other fdionthe sole purpose of implementing, adminisgdmd managing the Grantegdarticipatio!
in the Plan. The Grantee understands that Datdoeviheld only as long as is necessary to implepaeiminister and manage the Grantee’s
participation in the Plan. The Grantee understdinaisthe Grantee may, at any time, view Data, @stjadditional information about the
storage and processing of Data, require any negeasgendments to Data or refuse or withdraw theseots herein, in any case without cost,
by contacting in writing the Grantee’s local hunmasources representative. The Grantee understamdsyer, that refusal or withdrawal of
consent may affect the Grantee’s ability to pgutté in the Plan. For more information on the eguences of the Grantee’s refusal to
consent or withdrawal of consent, the Grantee wstdeds that the Grantee may contact the Grantess human resources representative.

5.9 Language If the Grantee has received these Terms andi@am&lor any other document related to the Plandiated into
a language other than English and if the transheg¢esion is different than the English version, Exglish version will control, unless
otherwise prescribed by Applicable Law.

5.10 Amendment and Delay to Meet the Requirgs of Section 409A The Grantee acknowledges that the Companygin th
exercise of its sole discretion and without theseon of the Grantee, may amend or modify these Famd Conditions in any manner and
delay the issuance of any Shares issuable pursu#tese Terms and Conditions to the minimum extenessary to meet the requirements of
Section 409A of the Code as amplified by any Treasu




regulations or guidance from the Internal RevenewiSe as the Company deems appropriate or adeisabladdition, the Company makes
no representation that the Award will comply withcBon 409A of the Code and makes no undertakimgduwent Section 409A of the Code
from applying to the Award or to mitigate its effeon any deferrals or payments made in respetiednits. The Grantee is encouraged to
consult a tax adviser regarding the potential impa&ection 409A of the Code.

* *k k k* %




Exhibit 31.1

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

I, John R. Peeler, certify that:

1.

2.

| have reviewed this quarterly report on Form 1@0the period ended June 30, 2015 of Veeco Instniminc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nlaadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) designed such disclosure controls and proceduresused such disclosure controls and proceduties tesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finah@aorting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the registrant’slaésire controls and procedures and presentedsimetport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluati
and

(d) disclosed in this report any change in the regi$adnternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

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

(a) all significant deficiencies and material weaknsdsehe design or operation of internal contraéofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, that involvemnagement or other employees who have a significémin the registrant’s
internal control over financial reporting.

/s/ JOHN R. PEELE}
By: John R. Peele
Chairman and Chief Executive Offic
Veeco Instruments In
August 3, 201!




Exhibit 31.2

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

I, Shubham Maheshwari, certify that:

1.

2.

| have reviewed this quarterly report on Form 1@0the period ended June 30, 2015 of Veeco Instniminc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nlaadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) designed such disclosure controls and proceduresused such disclosure controls and proceduties tesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finah@aorting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the registrant’slaésire controls and procedures and presentedsimetport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluati
and

(d) disclosed in this report any change in the regi$adnternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

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

(a) all significant deficiencies and material weaknsdsehe design or operation of internal contraéofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, that involvemnagement or other employees who have a significémin the registrant’s
internal control over financial reporting.

/s/ SHUBHAM MAHESHWARI
By: Shubham Maheshwe
Executive Vice President and Chief Financial Offi
Veeco Instruments In
August 3, 201!




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 gegiod ended June 30, 2015 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, John R. Peeler, €hieecutive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, aptatbpursuant to Section 906 of the Sarbanes-Oxtewf 2002, that:

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

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

/s/ JOHN R. PEELE}
By: John R. Peele
Chairman and Chief Executive Offic
Veeco Instruments In
August 3, 201!

A signed original of this written statement reqdit®y Section 906 has been provided to Veeco Ingnmisninc. and will be retained by Veeco
Instruments Inc. and furnished to the SecuritiebExchange Commission or its staff upon request.




Exhibit 32.2

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

In connection with the quarterly report of Veecstinments Inc. (the “Company”) on Form 10-Q for gegiod ended June 30, 2015 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Shubham Maheshwexgcutive Vice President and Chief
Financial Officer of the Company, certify, pursuémtl8 U.S.C. Section 1350, as adopted pursuadédstion 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 mets, in all material respects, the financial ctodiand results of operations of the
Company.

/s/ SHUBHAM MAHESHWARI
By: Shubham Maheshwe
Executive Vice President and Chief Financial Offi
Veeco Instruments In
August 3, 201!

A signed original of this written statement reqdit®y Section 906 has been provided to Veeco Ingnmisninc. and will be retained by Veeco
Instruments Inc. and furnished to the SecuritiesExchange Commission or its staff upon request.




