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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

For the quarterly period ended June 30, 200:

OR

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

For the transition period from to

Commission file number 0-16244

VEECO INSTRUMENTS INC.

(Exact Name of Registrant as Specified in Its Ghrart
Delaware 11-2989601
(State or Other Jurisdiction of (I.LR.S. Employer
Incorporation or Organizatiol Identification Number
Terminal Drive
Plainview, New York 11803
(Address of Principal Executive Office (Zip Code)
Registrant’s telephone number, including area c(&l8) 677-0200

Website:.www.veeco.com

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewti3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementsife past 90 days. YexI No O

Indicate by check mark whether the registrantle&rge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer,” and “small@porting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated fileX] Accelerated file™d Non-accelerated fileO Smaller reporting compard
(Do not check if a smalle
reporting company

Indicate by check mark whether the Registrantskeall company (as defined in Rule 12b-2 of the BExgfe Act).
YesO No

32,165,513 shares of common stock, $0.01 par yaushare, were outstanding as of the close ohbasion July 29, 2008.
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SAFE HARBOR STATEMENT
This Quarterly Report on Form 10-Q (the “Reportihtains forward-looking statements within the magrof Section 27A of the
Securities Act of 1933, as amended, and Sectiona2ifie Securities Exchange Act of 1934, as amend®sicussions containing such

forward-looking statements may be found in Itenan@ 3 hereof, as well as within this Report gemerai addition, when used in this

Report, the words “believes,” “anticipates,” “exfget “estimates,” “plans,” “intends,” and similakgressions are intended to identify

forward-looking statements. All forward-looking sments are subject to a number of risks and waiogigs that could cause actual results to
differ materially from projected results. These&signd uncertainties include, without limitatiome tfollowing:

e The cyclicality of the industries we serve diredffects our business.

We operate in an industry characterized by raptinelogical change.

*  We face significant competition.

*  We depend on a limited number of customers thatadpen highly concentrated industries.

*  The timing of our orders, shipments, and revenaegsition may cause our quarterly operating resalfiuctuate significantly.

e Changes in our product mix may cause our quartgrgrating results to fluctuate significantly.

e Our customers may cancel or reschedule their orgithsus.

*  Our sales cycle is long and unpredictable.

»  Our outsourcing strategy could adversely affectregults of operations.

*  Werely on a limited number of suppliers.

e Our inability to attract, retain, and motivate kayployees could have a material adverse effecuobusiness.

We are exposed to the risks of operating a globsiness.

*  We are subject to foreign currency exchange risks.

»  Our success depends on protection of our intelbégoperty rights.

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

e Our acquisition strategy subjects us to risks aaseat with evaluating and pursuing these opporiemind integrating these
businesses.

e The implementation of a new information technolsggtem may disrupt our operations.
*  We may not obtain sufficient affordable funds twefice our future needs.
*  We are subject to risks of non-compliance with emrvinental and safety regulations.

We have adopted certain measures that may havéalativer effects which may make an acquisitionwsfcompany by
another company more difficult.

e The other matters discussed under the heading “famant’s Discussion and Analysis of Financial Cbadiand Results of
Operations” contained in this Report and in the dalrReport on Form 10-K for the year ended DecerBheP007 of Veeco
Instruments Inc. (“Veeco,” the “Company,” or “we”").
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Consequently, such forward-looking statements shbalregarded solely as our current plans, estsvaatd beliefs. We do not
undertake any obligation to update any forward-loglstatements to reflect future events or circamsts after the date of such statements.

Available Information

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

Internet Address

We maintain a website where additional informationcerning our business and various upcoming ewvam$e found. The address
of our website is www.veeco.com. We provide a limkour website, under Investors — Financial Infaiora— SEC Filings, through which
investors can access our filings with the SEC uidiclg our Annual Reports on Form 10-K, Quarterhp&#s on Form 10-Q, Current Reports
on Form 8-K, and all amendments to such reportesgliilings are posted to our Internet site, as s@oreasonably practicable after we
electronically file such material with the SEC.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
Veeco Instruments Inc. and Subsidiaries

Condensed Consolidated Statements of Operations
(In thousands, except per share data)

(Unaudited)
Three months ended Six months ended
June 30, June 30,
2008 2007 2008 2007

Net sales $ 114,44¢ $ 98,76¢ $ 216,75¢ $ 197,93!
Cost of sales 66,71¢ 56,52¢ 126,40( 111,99!
Gross profit 47,73( 42,24t 90,35¢ 85,94(
Operating expense

Selling, general, and administrative expe 24,31 23,81¢ 46,93¢ 46,62«

Research and development expe 15,14¢ 15,90: 29,87: 31,29:

Amortization expens 2,42¢ 2,36¢ 4,38z 6,271

Restructuring expens — 1,44¢ 2,87¢ 1,44¢

Asset impairment charg — — 28t —

Other income, net (382 (279 (379 (426)
Total operating expenses 41,50( 43,25¢ 83,97 85,21:
Operating income (loss) 6,23( (1,010 6,382 72¢
Interest expense, n 96¢ 772 1,861 1,591
Gain on extinguishment of debt — — — (73¢)
Income (loss) before income taxes and noncontmplhiterest 5,261 (1,782 4,521 (12%)
Income tax provisiol 1,12¢ 1,04z 2,04¢ 2,53¢
Noncontrolling interes (70) (229) (14€) (359
Net income (loss $ 4,202 $ (2,595 $ 2,61¢ $ (2,309
Income (loss) per common sha

Net income (loss) per common share $ 0.1z % (0.089) $ 0.0¢ $ (0.09)

Diluted net income (loss) per common share $ 01z $ (0.09 $ 0.0¢ $ (0.07)
Weighted average shares outstant 31,25¢ 30,92¢ 31,197 30,91:
Diluted weighted average shares outstan 31,59( 30,92¢ 31,43t 30,91:

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

Assets
Current asset:
Cash and cash equivalel
Accounts receivable, less allowance for doubtfglbants of $985 in 2008 and $984 in 2(
Inventories
Prepaid expenses and other current a:
Deferred income taxes
Total current assets
Property, plant, and equipment at cost,
Goodwill
Purchased technology, less accumulated amortizafi®i5,224 in 2008 and $72,481 in 2(
Other intangible assets, less accumulated amadizaf $32,268 in 2008 and $29,886 in 2(
Other assets
Total assets
Liabilities and shareholders’ equity
Current liabilities:
Accounts payabl
Accrued expense
Deferred profil
Income taxes payab
Current portion of long-term debt
Total current liabilities
Deferred income taxe
Long-term debr
Other noi-current liabilities

Noncontrolling interes

Total shareholders’ equity
Total liabilities and shareholders’ equity

See accompanying notes.
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June 30, December 31
2008 2007
(Unaudited)
$ 109,64+ $ 117,08
76,41 75,20
115,02! 98,59¢
6,741 8,901
2,80¢ 2,64¢
310,63: 302,43¢
66,45¢ 66,14
101,82¢ 100,89¢
35,80¢ 36,10
27,81: 23,54(
221 213
$ 542,75¢ $ 529,33
$ 37,09: $ 36,63¢
65,53 60,20:
2,89( 3,25(
1,08¢ 2,27¢
25,42 25,55(
132,02: 127,91¢
4,67¢ 3,71z
120,93¢ 121,03¢
2,51¢ 1,97¢
86¢ 1,014
281,74 273,67
$ 542,75¢ $ 529,33
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Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(In thousands)
(Unaudited)

Operating activities
Net income (loss
Adjustments to reconcile net income (loss) to r@eshcprovided by operating activitie
Depreciation and amortizatic
Deferred income taxe
Net gain on extinguishment of lo-term debr
Non-cash compensation expense for stock options atritted stock
Noncontrolling interes
Non-cash asset impairment chal
Gain on sale of property, plant, and equipn
Other, ne
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Accounts payabl
Accrued expenses, deferred profit, and other ctitiailities
Other, net
Net cash provided by operating activit

Investing activities

Capital expenditure

Payments for net assets of business acquiredf sash acquire:
Proceeds from sale of property, plant, and equipmen

Net cash used in investing activit|

Financing activities

Proceeds from stock issuant

Repayments of lor-term debt

Other

Net cash used in financing activiti

Effect of exchange rate changes on cash and casbatants
Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Non-cash investing and financing activitie:
Exchange of convertible subordinated nc
Transfers from property, plant, and equipment t@imory
See accompanying notes.
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Six months endec

June 30,
2008 2007

2,61¢ $ (2,302)
11,50: 13,45¢
962 447
— (73¢)
3,62: 2,04¢
(14€) (359)
28t —
(62) (81)
©) —
3,31« 21,12¢
(11,13F) (4,002)
(539) (2,425
(1,069 (4,615
1,097 (1,919
10,45t 20,63¢
(7,076 (5,876)
(10,85¢) —
99 304
(17,83)) (5,572
66¢ 2,131
(224) (54,996
(607) (1,316)
(162) (54,189
10C 14¢
(7,439 (38,967)
117,08 147,04¢
109,64 $ 108,07
— % 118,76t
38t $ 402
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatemenfUnaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit accounting
principles generally accepted in the United Stedeiterim financial information and with the imgttions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not includédadlthe information and footnotes required by Wy8nerally accepted accounting
principles for complete financial statements. le ¢ipinion of management, all adjustments consideeedssary for a fair presentation
(consisting of normal recurring accruals) have heetuded. Operating results for the three montits six months ended June 30, 2008, are
not necessarily indicative of the results that rbayexpected for the year ending December 31, 2608 further information, refer to the
financial statements and footnotes thereto includexir Annual Report on Form 10-K for the year ethddecember 31, 2007.

Consistent with prior years, we report interim dees, other than fourth quarters which always em®ecember 31, on a 13-week
basis ending on the last Sunday within such perititk interim quarter ends are determined at tiggnb@ng of each year based on the 13-
week quarters. The 2008 interim quarter ends areM30, June 29, and September 28. The 200Tnmdgrarter ends were April 1, July 1,
and September 30. For ease of reference, we rigfgse interim quarter ends as March 31, Juner@DSaptember 30 in our interim
condensed consolidated financial statements.

Net Income (Loss) Per Common Sh

The following table sets forth the reconciliatioihweighted average shares outstanding and dilutgghted average shares
outstanding:

Three months ended Six months ended
June 30, June 30,
2008 2007 2008 2007
Weighted average shares outstanc 31,25¢ 30,92¢ 31,19 30,91:
Dilutive effect of stock options and restrictedcito
awards and unit 33E — 23¢ —
Diluted weighted average shares outstanding 31,59( 30,92¢ 31,43¢ 30,91

Net income (loss) per common share is computedyubi;m weighted average number of common sharetaadtag during the
period. Diluted net income (loss) per common sliemmputed using the weighted average numbermhuan shares and common
equivalent shares outstanding during the period.

During the three-month and sirenth periods ended June 30, 2008, options to pescB.8 million shares of common stock (at pi
ranging from $18.26 to $72.00 per share) and optiorpurchase 5.0 million shares of common stotkrfaes ranging from $16.93 to $72.00
per share), respectively, were excluded from themgdation of diluted earnings per share due to@seiprices that exceeded the average
market price of our common stock for the periodribgithe three-month and six-month periods endee B0, 2007, options to purchase 5.9
million shares of common stock (at prices rangiogrf $0.27 to $72.00 per share) in both periods w&ctuded from the computation of
diluted earnings per share due to the net lossisest for the period, which caused their effedteaantidilutive.

During the second quarter of 2007, we exchange@®.8Irillion of our unsecured 4.125% convertibleaalnated notes due
December 2008 (the “Old Notes”) for $117.8 millioha new series of 4.125% convertible subordinatgés (the “New Notes”) due
April 15, 2012. The effect on diluted sharesha aissumed conversion of the Old Notes was appet&lynl.5 million and 3.0 million
common equivalent shares for the three and six hsogided June 30, 2007, respectively. The cor/ehtares were anti-dilutive and,
therefore, were not included in the weighted shatgstanding for the three months and six montldeddune 30, 2007. The exchange of the
Old Notes for the New Notes, together with $56 imillin repurchases of Old Notes during the firsirger of 2007

8
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reduced the effect of the assumed conversion abtdeNotes, which was calculated using the “if certed” method of accounting. For the
three months and six months ended June 30, 2008vdlghted-average effect on diluted shares oasisemed conversion of the remaining
$25.2 million of Old Notes is approximately 0.7 lwih shares in each period.

The New Notes meet the criteria for determiningeffect of the assumed conversion using the trgastock method of accounting,
as long as we have the ability and the intent tibestine principal amount in cash. Under the teofithe New Notes, we may pay the princ
amount of converted New Notes in cash or in shafesmmon stock. We have indicated that we intengly such amounts in cash. Using
the treasury stock method, the impact of the asduwroeversion of the New Notes is anti-dilutive floe three months and six months ended
June 30, 2008 and 2007, as the average stockvwaiedelow the conversion price of $27.23 for eamtiop. The effect of the assumed
converted shares is dependent on the stock prite éitme of the conversion. The maximum numbesashmon equivalent shares issuable
upon conversion is approximately 6.0 million. S&se 8 for further details on our debt.

Fair Value Measuremen

In September 2006, the Financial Accounting Stashsl&oard (“FASB”) issued Statement of Financial &wating Standards
No. 157,Fair Value Measuremen{§SFAS 157"). SFAS 157 establishes a common didimifor fair value to be applied to U.S. generally
accepted accounting principles requiring use afffalue, establishes a framework for measuringvaline, and expands disclosure about such
fair value measurements. In February 2007, theB-&Sued Statement of Financial Accounting Stargl&td. 159;The Fair Value Option
for Financial Assets and Financial Liabiliti("SFAS 159”). SFAS 159 permits entities to choaseneasure financial assets and liabilities
(except for those that are specifically excludexrfithe scope of the Statement) at fair value. Téetien to measure a financial asset or
liability at fair value can be made on an instrutrby—instrument basis and is irrevocable. The dbffee between carrying value and fair
value at the election date is recorded as an ad@rgtto opening retained earnings. Subsequent ekandair value are recognized in
earnings.

Effective January 1, 2008, we adopted SFAS 157S#AIS 159. Since we do not have any financial assad liabilities that are
required to be recorded at fair value, the onlyantf these adoptions will be on the disclosueggliired by SFAS No. 10BDisclosures
about Fair Value of Financial Instrumenits our Annual Report on Form 10-K for the year egdDecember 31, 2008.

Recent Accounting Pronounceme

On February 12, 2008, the FASB issued FASB Stagftidm No. FAS 157-2Effective Date of FASB Statement No. (%5P 157-
2"). FSP 157-2 amends SFAS 157 to delay the éffedate of SFAS 157 for nonfinancial assets andinancial liabilities, except for items
that are recognized or disclosed at fair valudéfinancial statements on a recurring basis (thait least annually). For items within its
scope, FSP 157-2 defers the effective date of SE#¥So fiscal years beginning after November 188 @nd interim periods within those
fiscal years. We are currently evaluating the iotjpd adopting the provisions of SFAS 157 for norehcial assets and liabilities that are
recognized or disclosed on a non-recurring basis.

In December 2007, the FASB issued Statement off€iabAccounting Standards No. 141 (revised 20Bdsiness Combinations
(“SFAS 141(R)") and Statement of Financial AccongtStandards No. 168loncontrolling Interests in Consolidated Financkthtements —
an Amendment of ARB No. 88FAS 160”). Under SFAS 141(R), an acquiringitgnuill be required to recognize all the assetguaed
and liabilities assumed in a transaction at theusaipn date at fair value with limited exceptionSFAS 141(R) also changes the accounting
treatment for certain other items that relate tsifiess combinations. SFAS 141(R) applies prospagtie business combinations for which
the acquisition date is on or after January 1, 200@ purpose of SFAS 160 is to improve the releganomparability, and transparency of
the financial information that a reporting entityopides in its consolidated financial statemerfthe most significant provisions of this
statement result in changes to the presentatiooméontrolling interests in the consolidated finahstatements. SFAS 160 is effective for
fiscal years beginning after December 15, 2008 ddoption of this statement will impact the marinevhich we present noncontrolling
interests, but will not impact our consolidatedaficial position or results of operations.

In May 2008, the FASB issued FASB Staff Position N&B 14-1,Accounting for Convertible Debt Instruments ThatyNBe Settle
in Cash upon Conversion (Including Partial Casht®etent)(“FSP APB 14-1").

9




Table of Contents

The guidance is effective for fiscal years begigrafter December 15, 2008, and interim periodsiwithose years. FSP APB 14-1 will
require issuers of convertible debt that can bideskin cash to separately account for (i.e. biditeg a portion of the debt associated with the
conversion feature and reclassify this portionttelsholders’ equity. The liability portion, whiakpresents the fair value of the debt without
the conversion feature, will be accreted to itefealue over the life of the debt using the effexinterest method, with the accretion expense
recorded to interest. FSP APB 14-1 will be appfietdospectively to all periods presented. The datiue effect of the change in accounting
principle on periods prior to those presented hallrecognized as of the beginning of the firstqguepresented. We expect the adoption of
APB 1441 to have a material effect on our consolidatedrfaial position, results of operations, and eamimgr share. Effective on the dati
issuance of the New Notes, we will reclassify agprately $16.3 million from long-term debt to addital paid-in capital, and as of the
adoption of FSP APB 14-1 in the beginning of 200%, accumulated deficit will reflect approximaté&is.3 million of debt accretion that
occurred between the issuance date of the New Noigshe adoption date. Approximately $3.1 to $8ilion of additional interest expense
will be recorded annually from the adoption dat®tiyh the maturity date of the convertible debisThterest expense will not require the
of cash.

Note 2—Acquisition of Mill Lane Engineering

On May 22, 2008, we acquired Mill Lane Engineer@my, Inc. (“Mill Lane”), a privately held manufactr of web coating systems
for flexible solar panels, for a purchase pric&df.0 million plus $0.7 million in acquisition-rédad fees, and plus potential future earn-out
payments of up to $19.0 million (representing addal purchase price) contingent upon the fututeea@ment of certain operating
performance criteria. Mill Lane is based in Lowéllassachusetts and has approximately 20 employdiisL ane has been renamed Veeco
Solar Equipment Inc. (“Veeco Solar”), and its fioa results are included in our LED & Solar PracE&gjuipment segment (see Note 5) as of
the acquisition date. We have determined thatabdgiisition does not constitute a material busimesnbination, and therefore, we are not
including pro forma financial statements in thipad.

Note 3—Share-Based Payments
Stock Option and Restricted Stock Compensation

Share-based compensation cost is measured atahiedate, based on the fair value of the awardjsaretognized as expense over
the employee requisite service period in accordantteFASB Statement of Financial Accounting StaddaNo. 123(R)Share-Based

Paymen(“SFAS 123(R)"). The following compensation expengas included in the condensed consolidated statsnof operations for the
three months and six months ended June 30, 2008G0%I(in thousands):

Three months endec Six months endec
June 30, June 30,
2008 2007 2008 2007
Share-based compensation expense $ 201¢ % 1,257 $ 3,62: $ 2,04¢

As of June 30, 2008, the total unrecognized congienscost related to nonvested stock awards arut siption awards is $13.7
million and $9.2 million, respectively. The reldtereighted average period over which we expectghelh unrecognized compensation costs
will be recognized as expense is approximatelyy2dss for the nonvested stock awards and 2.6 yeaoption awards.

During the second quarter of 2008, we granted taicekey employees 259,670 shares of restrictethoon stock, 20,150 restricted
stock units, and 1,115,032 stock options. Thekstptions will vest over a three-year period. Tiagority of the restricted stock awards and
units will vest at the end of the fifth year afiesuance, with early vesting possible based oiCtrapany’s attainment of certain performance
measures. Additionally, we granted 35,000 shafesstricted common stock, which vest over a onaryeriod, to the non-employee
members of the Board of Directors in May 2008.

A summary of our restricted stock awards includiestricted stock units as of and for the six momthded June 30, 2008, is
presented below:

10
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Weighted
Average
Shares Grant-Date
(000s) Fair Value
Nonvested at beginning of ye 68C $ 19.5C
Granted 36C 17.3¢
Vested (182) 19.6(
Forfeited (including cancelled awards) (11 18.92
Nonvested at June 30, 20 847 18.57

A summary of our stock option plans as of and fier$ix months ended June 30, 2008, is presented/bel

Weighted-
Average
Weighted- Aggregate Remaining
Shares Average Intrinsic Contractual
(000s) Exercise Price Value (000s) Life (in years)
Outstanding at beginning of year 567: $ 23.0¢
Granted 1,16 17.3¢
Exercisec (57) 11.71
Forfeited (including cancelled options) (457) 28.01
Outstanding at June 30, 2008 6,32: 2175 $ 2,31¢ 3.E
Options exercisable at June 30, 2008 4,48¢ 232 % 2,172 2.3

Note 4—Balance Sheet Information
Inventories

Inventories have been determined by lower of qm$h¢ipally first-in, first-out) or market. Inveaties consist of (in thousands):

June 30, December 31
2008 2007
Raw materials $ 61,08¢ $ 58,157
Work in proces: 37,03: 27,33(
Finished goods 16,90« 13,10
$ 115,028 $ 98,59

Accrued Warrant

We estimate the costs that may be incurred un@ew#rranty we provide and recognize a liabilitytie amount of such costs at the
time the related revenue is recognized. Factatsafiect our warranty liability include produciltae rates, material usage and labor costs
incurred in correcting product failures during tharranty period. We periodically assess the adegabour recognized warranty liability
and adjust the amount as necessary. Changes waotanty liability during the period are as folls\in thousands):

Six months endec

June 30,
2008 2007
Balance at beginning of period $ 6,50z $ 7,11¢
Warranties issued during the per| 3,00: 2,62¢
Settlements made during the period (2,329 (3,147
Balance at end of period $ 7,17¢  $ 6,60¢

11
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Note 5—Segment Information

In 2008, we began to manage the business, revievatipg results and assess performance, as wallloaste resources, based upon
three separate reporting segments to more accuraftdct the market focus of each business. TigatlEmitting Diode (“LED”) & Solar
Process Equipment segment consists of the metahmmrghemical vapor deposition (“MOCVD”) and mol&mbeam epitaxy (“MBE”)
products primarily sold to customers in the higlgbimess light emitting diode (“HB-LED”), solar, dnvireless industries, as well as web
coaters for flexible photovoltaic applications. Flsegment has production facilities in Somersety Biersey, St. Paul, Minnesota, and Lowell,
Massachusetts. The Data Storage Process Equipagmest consists of the ion beam etch, ion beamsitegpm diamond like carbon,
physical vapor deposition, and dicing and slicingducts (collectively lon Beam and Slider produstsld primarily to customers in the data
storage industry. This segment has productiotitiasiin Plainview, New York, Ft. Collins, Coloragdand Camarillo, California. The
Metrology segment consists of products that ard is@rovide critical surface measurements on iteuth as semiconductor devices and
film magnetic heads (“TFMHs"), as well as biolodic@anoscience, and material science samples,nahaiies our broad line of atomic force
microscopes, optical interferometers and stylusilpre sold to customers in the semiconductor azd dtorage industries and thousands of
research facilities and scientific centers. Thignsent has production facilities in Camarillo ancht@aBarbara, California and Tucson,
Arizona.

Prior to 2008, we managed the business based oadgroents, Process Equipment and Metrology. TbeeBs Equipment segment
combined the ion beam etch, ion beam depositi@mdnd like carbon, physical vapor deposition, aicthd and slicing products with the
MOCVD and MBE technologies. This change in segncentposition was based upon management'’s view lieabisiness segments should
coincide more precisely with the markets in whielestesegment sells its products. The Metrology segmas remained unchanged. The
prior year segment financial information presertetbw has been conformed to the current periodepitation.

We evaluate the performance of our reportable satgrimsed on income (loss) from operations befdaegast, income taxes,
amortization and certain items (“EBITA”"), whichtise primary indicator used to plan and forecastriiperiods. The presentation of this
financial measure facilitates meaningful comparisdth prior periods, as management believes EBIl&ports baseline performance and thus
provides useful information. Certain items includstructuring expenses, asset impairment chargdsjebt-related gains. The accounting
policies of the reportable segments are the sartteoae described in the summary of critical acciogrpolicies.

The following tables present certain data pertgnoour reporting segments and a reconciliatioBBITA to income (loss) before
income taxes and noncontrolling interest for thre¢imonths and six months ended June 30, 2008G0W] and goodwill and total assets a
June 30, 2008 and December 31, 2007 (in thousands):

LED & Solar Data Storage Unallocated
Process Process Corporate
Equipment Equipment Metrology Amount Total

Three months ended June 30, 2008
Net sales $ 45,09( $ 36,76 $ 32,597 $ — $ 114,44¢
Income (loss) before interest, taxes, amortizatioml,

certain items (EBITA $ 8,73 $ 517¢ $ (1,250 $ (4,009 $ 8,65¢
Interest expense, n — — — 96¢ 96¢
Amortization expense 967 952 394 112 2,42¢
Income (loss) before income taxes and noncontpllin

interest $ 7,765 $ 4,22¢ $ (1,649 $ (5,086 $ 5,261
Three months ended June 30, 20C
Net sales $ 27,95 $ 32,05¢ $ 38,75¢ $ — $ 98,76¢
Income (loss) before interest, taxes, amortizatoml,

certain items (EBITA $ 381 $ 157C $ 38€ $ (2,967 $ 2,80z
Interest expense, n — — — 17z 772
Amortization expens 95¢ 951 32t 13z 2,36¢
Restructuring expense — — 1,352 93 1,44¢
Income (loss) before income taxes and noncontrpllin

interest $ 2,85¢ $ 61¢ $ (1,289 $ (3,965 $ (1,789
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Six months ended June 30, 20(

Net sales $ 87,22. $ 60,84. $ 68,69 $ — $ 216,75t
Income (loss) before interest, taxes, amortizatioml,

certain items (EBITA $ 17,33( $ 3,701 $ 57 $ (7,686 $ 13,92«
Interest expense, n — — — 1,861 1,861
Amortization expens 1,45:% 1,90/ 80C 22t 4,38
Restructuring expen: 7 124 19C 2,55¢ 2,87¢
Asset impairment charge — — — 28t 28t
Income (loss) before income taxes and noncontrpllin

interest $ 15,87( $ 1,67¢ $ (419 % (12,61) % 4,521
Six months ended June 30, 20C
Net sales $ 50,36« $ 67,74. $ 79,83( $ — $ 197,93!
Income (loss) before interest, taxes, amortizatioml,

certain items (EBITA $ 5591 $ 4,00z $ 4,410 $ (5,559 $ 8,45(
Interest expense, n — — — 1,591 1,591
Amortization expens 3,28: 1,90z 73€ 357 6,271
Restructuring expens — — 1,352 93 1,44t
Gain on extinguishment of debt — — — (73¢€) (73¢€)
Income (loss) before income taxes and noncontgpllin

interest $ 2,30¢ $ 2,10 $ 2,32: $ (6,856 $ (125)

LED & Solar Data Storage Unallocated
Process Process Corporate
Equipment Equipment Metrology Amount Total

As of June 30, 2008
Goodwill $ 42,08: $ 30,37 $ 29,36¢ $ — $ 101,82¢
Total asset 146,82: 149,67( 119,01 127,25: 542,75¢
As of December 31, 200
Goodwill $ 41,15: $ 30,37° $ 29,36¢ $ — $ 100,89¢
Total asset 121,32t 144,94. 121,06( 142,00« 529,33:

Corporate total assets are comprised principallyagh and cash equivalents and property and eqotphéune 30, 2008 and
December 31, 2007.

Note 6—Income Taxes

We adopted FASB Interpretation Number A8counting for Uncertainty in Income Taxes, anriptetation of FASB Statement
No. 109(“FIN 48”) on January 1, 2007. As a result of adiogt-IN 48, we recognized a $0.8 million increas@ur reserves for uncertain tax
positions during the first quarter of 2007, whichsarrecorded as an increase to the January 1, 200halated deficit balance. At the
adoption date of January 1, 2007, we had approgim&®.3 million of unrecognized tax benefits, indihg the cumulative effect increase to
our reserve for uncertain tax positions. For tearyended December 31, 2007, we released appretyin®ir4 million of the reserve relating
to foreign unrecognized tax benefits. As a resudthad $1.9 million of unrecognized tax benefitBacember 31, 2007. For the six months
ended June 30, 2008, our reserve for unrecognaelenefits decreased by approximately $0.4 mifiomarily due to the expiration of the
statute of limitations relating to certain foreigix positions. As a result, we had $1.5 milliorunfecognized tax benefits at June 30, 200t
of which relate to positions taken on our foreigr teturns and represent the amount of unrecogmézelenefits that, if recognized, would
favorably impact the effective income tax rateutufe periods.

We or one of our subsidiaries file income tax nesun the U.S. federal jurisdiction and varioudestéocal, and foreign jurisdictions.
All material federal, state, local, and foreignante tax matters have been concluded for yearsghra002 subject to subsequent utilization
of net operating losses generated in such years.
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We are continuing our practice of recognizing iegrand penalties related to income tax matteirscome tax expense. The total
accrual for interest and penalties related to uagetax positions was approximately $0.4 millianad June 30, 2008.

Note 7—Comprehensive Income

Total comprehensive income for the three monthssanthonths ended June 30, 2008 and 2007 waslaw&{in thousands):

Three months endec Six months endec
June 30, June 30,
2008 2007 2008 2007
Net income (loss $ 4,20z $ (2,595 $ 2,61¢ $ (2,3072)
Foreign currency translation (1,270) (419 1,768 (99
Total comprehensive income $ 293: ¢ (3,019 $ 438. $ (2,396

Note 8—Debt
Convertible Debt

During the first quarter of 2007, we repurchase@.@3nillion of our Old Notes for $54.8 million, reding the amount of the Old
Notes outstanding from $200.0 million to $144.0limil. As a result of these repurchases, we recbadeet gain from the extinguishment
debt of $0.7 million.

During the second quarter of 2007, we issued Nete&Npursuant to privately negotiated exchange aggats with certain holders
the Old Notes. Under these agreements, such Iscddgeed to exchange $118.8 million aggregate ipahamount of the Old Notes for
approximately $117.8 million aggregate principaloamt of New Notes. Following the exchange transasti approximately $25.2 million of
the Old Notes, with a conversion price of $38.50. qmmmon share, remained outstanding. No netadioss was recorded on the exchange
transactions since the carrying value of the OlteNancluding unamortized deferred financing cagtsroximated the exchange value of the
New Notes

The New Notes initially will be convertible into 3277 shares of common stock per $1,000 principalumt of New Notes
(equivalent to a conversion price of $27.23 pereloa a premium of 38% over the closing marketepfar our common stock on April 16,
2007). Holders may convert the New Notes at ang tiluring the period beginning on January 15, 26i@igh the close of business on the
second day prior to April 15, 2012 and earlier ugmnoccurrence of certain events including our mamm stock trading at prices equal to
130% over the conversion price for a specifiedqueri

Credit Agreement

During the third quarter of 2007, we entered intoradit Agreement with HSBC Bank USA, National Asistion, as administrative
agent (“HSBC"), and the lenders named therein ‘(@v Credit Agreement”). The New Credit Agreemantended and restated, and
effectively replaced, the prior Credit Agreemerattedl as of March 15, 2005, among Veeco, HSBC amtketiders named therein (the “Prior
Credit Agreement”). The Prior Credit Agreement watto expire on March 15, 2008. The New Credjtement provides for revolving
credit borrowings of up to $100.0 million. As ofn&u30, 2008 and December 31, 2007, there were moviags outstanding. Interest
expense associated with the credit agreement redahdring the six months ended June 30, 2008 wdsrillion, of which the majority is
included in accrued expenses as of June 30, 2008.

Note 9 — Commitments, Contingencies and Other Matts
Restructuring Expenst

During 2007, management initiated a profit improeatplan, resulting in severance costs for appraiefy 90 employees, or
approximately 7.5% of our employees, which includeghagement, administration, and manufacturing eyegls companywide.

Furthermore, we took additional measures to imppmreditability, including
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a reduction of discretionary expenses, realignroéotr sales organization to more closely matchesurmarket and regional opportunities,
and consolidation of certain engineering groupsiwibur data storage business, which included ig@odtinuation of two products. In
conjunction with these activities, we recognizegstructuring charge of approximately $6.7 millauring 2007.

During the first quarter of 2008, we consolidated Gorporate headquarters into our Plainview, Nemk¥Mocation. As a result, we
incurred an additional restructuring charge, repméag the remaining lease rentals and estimateglepty taxes for the facility we vacated,
offset by the estimated expected sublease incorhe teceived. We made certain assumptions inméetarg the charge, which included
estimated sublease income and terms of the subdsasell as the estimated discount rate to be nséetermining the fair value of the
liability. We developed these assumptions basedusrunderstanding of the current real estate makevell as current market interest rat
The assumptions are based on management’s bestatsj and will be adjusted periodically if bettdormation is obtained. During the
second quarter of 2008, we did not incur any aoldti restructuring charges. Restructuring expefseabe three months and six months
ended June 30, 2008 and 2007 are as follows (ustdmals):

Three months ended Six months ended
June 30, June 30,
2008 2007 2008 2007
Lease-related costs $ — 3 — 3 255¢ % —
Personnel severance costs — 1,44¢ 321 1,44¢
Total restructuring expense $ — $ 1,44 $ 287 $ 1,44¢

The following is a reconciliation of the liabilifpr the restructuring charge from inception throdgine 30, 2008 (in thousands):

LED & Solar Data Storage
Process Process Unallocated

Equipment Equipment Metrology Corporate Total
Shor-Term Liability
2007 Activity
Personnel severance char: $ 34 $ 65¢ $ 1,15¢ $ 2,46¢ $ 4,31«
Purchase order commitments — 1,84( — — 1,84(
Total charged to accrual (1) 34 2,49¢ 1,15 2,46¢ 6,15¢
Cash payments (17) (43E) (757 (633 (1,83¢)
Balance as of December 31, 2007 17 2,06: 40z 1,83¢ 4,31¢
2008 Activity
Leaserelated cost — — — 971 971
Personnel severance charges 7 124 19C — 321
Total charged to accrual 7 124 19C 971 1,292
Reclassification from lor-term liability — — — 23€ 23€
Cash payments (12 (1,262 (39¢6) (1,139 (2,809
Balance as of June 30, 2008 $ 12 3 92t $ 19¢ $ 1,90¢ $ 3,042
Long-Term Liability
2008
Leas«related cost $ — % — $ — $ 158: $ 1,58¢
Reclassification to she¢-term liability — — — (23€) (23€)
Balance as of June 30, 2008 $ — $ — $ — $ 1347 $ 1,347

(1) In 2007, a charge of $0.6 million for the modificat of stock options was recorded as part of ait@tion agreement with each of
five key employees as an increase to additiona-pacapital. No such charge was recorded in 2008.
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The balance of the restructuring accrual is exgettide paid over the next thirgix months, or the remaining life of the leasetfa
former Corporate headquarters. During the thirartar of 2008, we expect to incur an additional$8illion charge related to the expense
associated with the mutually agreed-upon terminadicthe employment agreement with Veeco’s formgOJollowing the successful
completion of the CEO transition, as well as a $filfion charge for the remaining lease paymentsoa of our Metrology facilities and
additional severance costs for employees in ourdisy business.

In addition to restructuring expenses, during tre fuarter of 2008, we recorded a $0.3 millioseismpairment charge associated
with property and equipment abandoned as parteoftimsolidation of our Corporate headquartersomioPlainview facility.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.
Executive Summary

We design, manufacture, market, and service ergbbiutions for customers in the HB-LED, solar adsiibrage, semiconductor,
scientific research and industrial markets. Weehaading technology positions in our three busiaes LED & Solar Process Equipment,
Data Storage Process Equipment, and Metrology.

Our LED & Solar Process Equipment products, whichilide MOCVD and MBE technologies, and web codtarflexible
photovoltaic applications, are used in the manufang of HB-LEDs and wireless devices (such as pamaplifiers) and solar panels. Our
Data Storage Process Equipment products, whichdedion beam etch and deposition, physical vapposidon and other technologies, are
used primarily in the manufacturing of TFMHs foettata storage industry. Our Metrology equipmertsied to provide critical surface
measurements in research and production envirommémiproduction, our equipment allows customsush as those in semiconductor and
data storage, to monitor their products throughleeitmanufacturing process in order to improve wetdduce costs, and improve product
quality. We also sell our broad line of atomic ®microscopes (“AFMs”), scanning probe microscoi8®Ms"), optical interferometers, a
stylus profilers to thousands of universities, egsk facilities and scientific centers worldwideetwable a variety of nanotechnology related
research.

We currently maintain facilities in Arizona, Califoa, Colorado, Minnesota, New Jersey, New Yorlk] Btassachusetts, with sales
and service locations around the world.

During 2007, management established a profit imgmoent plan, resulting in a 7.5% reduction in oupkayment levels, a reduction
of discretionary expenses, the realignment of alessorganization to match more closely currentetasnd regional opportunities, and the
consolidation of certain engineering groups withim data storage business, which included the disusation of two products. In
conjunction with these activities, we recognizegstructuring charge of approximately $6.7 millauring the year ended December 31,
2007, as well as an inventory write-off of $4.8lmil and an asset impairment charge of $1.1 milliBuring the first quarter of 2008, we
incurred additional restructuring and asset impaimhtharges of $3.2 million, primarily due to tfensolidation and relocation of our
Corporate headquarters into our Plainview, New Yodation. In 2008, we have begun to see the pasithpact of these restructuring
activities on our profitability.

Highlights of the Second Quarter of 2008
*  Revenue was $114.4 million, a 16% increase ovesélgend quarter of 2007.
*  Orders were $136.5 million, up 21% from the secgudrter of 2007.

* Netincome was $4.2 million, or $0.13 per sharengared to net loss of $(2.6) million, or $(0.08}) pkare, in the second quarter of
2007.

e Gross margins were 41.7%, compared to 42.8% ise¢hend quarter of 2007.

We completed the purchase of Mill Lane, renamedcdesolar Equipment Inc., expanding our solar prodiferings to include we
coaters for flexible photovoltaic applications. &sticipated, this acquisition did not affect oucasd quarter revenue or order
performance.

Outlook

We expect 2008 to be a recovery year for Veecmth bevenue growth and profitability. In mid 2006hn Peeler joined Veeco as
its new Chief Executive Officer (“CEO”) and inited a turnaround-plan focused on the following kefatives:

» Directing Veeco’s resources to the best growth dpipdties;
»  Strengthening the global sales and services orghoiy,
* Improving profitability in the short term througawenue growth, gross margin improvement and cogbaument activities;

»  Ensuring that each of Veeco’s product businessEB, & Solar Process Equipment, Data Storage Prdegsgpment, and
Metrology, are executing well; and
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* Improving Veeco’s business processes to incredsetigeness, predictability and profitability.

As we navigate 2008, we are seeing growth oppdréisnin several of our core markets, particulanipur LED & Solar Process
Equipment business . It is our intention to sigaifitly increase the research and development gpeimdthis business segment to drive new
product introductions. Veeco’s purchase of Mill kanill further enable us to exploit the technolaggwth opportunity for Veeco in 2009
and beyond represented by the solar industry, @oertthin film process knowledge and technologyatslities. During the fourth quarter of
2007, as part of management’s profit improvemea plve discontinued two product lines, consoliddaéedities, and made other changes to
our Data Storage Process Equipment business &r befect the volume of business and growth ratelat industry. As a result of these
actions, we believe that Veeco is positioned faurioved profitability while staying well-aligned tr customers’ technology requirements.
The performance of Veeco’s Data Storage businesdéen positively impacted by our cost cuttingwitigis as well as some demand pull
from key data storage customers who are utiliziegad6’s products for capacity purchases and to erthbir move to larger wafer sizes.

In February 2008, we provided annual guidancerthatnues will grow a minimum of 10% this year t@ragximately $440 million
based upon significant new product introductions @ontinued investments in technology by our custenacross our various end markets.
During the second quarter of 2008, this guidance neaised to $450455 million in revenues to reflect the additionedenues expected frc
the operations of Mill Lane. We are currently sgestrength in our LED & Solar Process Equipment Bata Storage Process Equipment
businesses resulting from customer technology apddaity spending; but declines in our Metrologyibess due to weak semiconductor and
research end market conditions.

While we currently expect our 2008 operating speado increase due to necessary raises, incergimpensation and other variable
costs, we believe that our significant cost-cutagjons in 2007 and continued cost containmenidadill allow us to decrease our operating
spending as a percentage of sales in 2008. In 20®8re undergoing a significant period of trapnsitio improve our financial performance
after a disappointing 2007. Our goal is to inceegss margins in 2008, with improvements in egdur businesses, specifically in the
latter half of 2008 as revenues are forecasteddase. We anticipate that progress in this aibaomtinue to come from activities such as
better supply chain management, including outsagrof new products, differentiated, value-added pewduct introductions, and
development of common hardware and software plator
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Results of Operations:
Three Months Ended June 30, 2008 and 2007

Consistent with prior years, we report interim detes, other than fourth quarters which always em®ecember 31, on a 13-week
basis ending on the last Sunday within such perifitk interim quarter ends are determined at tiggnbeng of each year based on the 13-
week quarters. The 2008 interim quarter ends areM30, June 29 and September 28. The 2007rmtprarter ends were April 1, July 1
and September 30. For ease of reference, we riggse interim quarter ends as March 31, Juner@DSaptember 30 in our interim
condensed consolidated financial statements.

The following table shows our Consolidated StateimehOperations, percentages of sales, and cosgrarbetween the three
months ended June 30, 2008 and 2007 (dollars ustrals):

Three Months Ended Dollar and
June 30, Percentage
2008 2007 Change

Net sales $ 114,44¢ 100.(% $ 98,76¢ 100.(% $ 15,68( 15.%%
Cost of sales 66,71¢ 58.2 56,52¢ 57.2 10,19¢ 18.C
Gross profit 47,73( 4175 42,24¢ 42.¢ 5,48¢ 13.C
Operating expense

Selling, general, and administrative expe 24,31 21.: 23,81¢ 24.1 49: 2.1

Research and development expe 15,14¢ 13.2 15,90: 16.1 (758) (4.9

Amortization expens 2,42¢ 2.1 2,36¢ 2.4 58 2.4

Restructuring expens — 0.C 1,44t 1.t (1,44%) (100.09

Other income, net (382) 0.9 (279) 0.9 108 36.€
Total operating expenses 41,50( 36.2 43,25¢ 43.¢ (1,755 (4.2
Operating income (loss) 6,23( 5.4 (1,010 (1.0 7,24( 716.¢
Interest expense, net 96¢ 0.8 772 0.8 197 25.5
Income (loss) before income taxes and

noncontrolling interes 5,261 4.€ (1,782 (1.9 7,045 395.2
Income tax provisiol 1,12¢ 1.C 1,04z 1.C 87 8.3
Noncontrolling interes (70) (0.1) (229 (0.2) (159) (69.9
Net income (loss $ 4,202 3% $ (2,59 26% $ 6,79 261.%%

Net Sales and Orde

Net sales of $114.4 million for the three monthdezhJune 30, 2008 were up 15.9% compared to thpamainle 2007 quarter. The
following is an analysis of sales and orders byrssgt and by region (dollars in thousands):

Sales Orders
Three Months Ended Dollar and Percentage Three Months Ended Dollar and Book-to-Bill
June 30, Change June 30, Percentage Changt Ratio
2008 2007 Year to Year 2008 2007 Year to Year 2008 2007

Segment Analysis

LED & Solar Process Equipme $ 4509 $ 27,957 $ 17,130 61.9% $ 52,061 $ 3638 $ 1567¢ 43.1% 1.1 1.3C

Data Storage Process Equipm 36,76: 32,05¢ 4,70% 14.7 51,71¢ 41,28: 10,43¢ 25,4 1.41 1.2¢

Metrology 32,59] 38,75! (6,156 (15.9 32,73t 34,78¢ (2,05) (5.9 1.0C 0.9C

Total $ 11444 $ 98,76¢ $ 15,68( 15.9% $ 136,51. $ 112,450 $ 24,05¢ 21.4% 1.1€ 1.14
Regional Analysis

North America $ 4468t $ 31278 $ 1341 42% $ 52,76¢ $ 39,42t $  13,34! 33.8% 1.1¢ 1.2€

Europe 23,14 20,59¢ 2,54¢ 12.4 19,131 22,09: (2,960 (13.9 0.8¢ 1.07

Japar 5,98¢ 11,25: (5,26%) (46.€) 7,80¢ 17,057 (9,24¢) (54.2) 1.3C 1.5z

Asia Pacific 40,63( 35,65( 4,98( 14.C 56,80¢ 33,87: 22,92¢ 67.7 1.4C 0.9%

Total $ 114,44 $ 98,76¢ $ 15,68( 15.9% $ 136,51. $ 112,450 $ 24,05¢ 21.4% 1.1¢€ 1.14

By segment, LED & Solar Process Equipment saleg wpr61.3% due to an increase in end user demand

19




Table of Contents

and expanding applications for HB-LEDs, as wels@ieng customer acceptance of Veeco’s newest g@nmesystems. Additionally, Data
Storage Process Equipment sales were up 14.7%anigiras a result of increased volume due to timini of customers’ requirements in the
data storage industry, as well as a favorable mtotiix and increased capacity spending. Theseasas were partially offset by a decrease
in Metrology sales of 15.9%, primarily due to avattown in the semiconductor and research and industiarkets. By region, net sales
increased by 42.9%, 12.4% and 14.0% in North Aragimrope, and Asia Pacific, respectively, and efesed by 46.8% in Japan. We believe
that there will continue to be quarter-to-quartariations in the geographic distribution of sales.

Orders for the second quarter of 2008 increasezilby?o from the comparable 2007 period. By segnibat43.1% increase in ord:
for LED & Solar Process Equipment was driven byramease in end user demand and expanding apphsafior HBLEDS, as well as stror
customer acceptance of Veeco’s newest generatigiarag. The 25.3% increase in Data Storage Pr&aapgpment orders was primarily due
to an increase in demand from key data storagemess who are utilizing Veecdproducts to enable their move to larger waferssias we
as increased capacity spending. The 5.9% deciredsetrology orders was due to decreased orderdfdd products due to lower demanc
the semiconductor and research and industrial rtearke

Our book-to-bill ratio for the second quarter 0080which is calculated by dividing orders receiuea given time period by
revenue recognized in the same time period, was 1Qur backlog as of June 30, 2008 was $211.3omjlcompared to $173.5 million as of
December 31, 2007. During the quarter ended Jan2@8, we experienced an increase in backlod ®f/million due to the acquisition of
Mill Lane, offset by order cancellations of $2.8lmh. Due to changing business conditions andamsr requirements, we may continue to
experience cancellations and/or rescheduling ofrstd

Gross Profit

Gross profit for the quarter ended June 30, 20@8&, 41.7%, compared to 42.8% in the second qudrOQY. Metrology gross
margins decreased from 44.4% in the prior yeaopen 43.8%, principally due to lower sales voluamel less favorable pricing for
automated AFM products associated with a slowdaewthé semiconductor market. Additionally, Data Str Process Equipment gross
margins decreased from 43.0% in the prior-yeamopeid 40.2%, due to favorable warranty experiendhé prior year period, as well as
higher manufacturing utilization in the 2007 pertmmpared to 2008, resulting in better absorptioiixed costs. LED & Solar Process
Equipment gross margins increased from 40.3% ipthue-year period to 41.4%, primarily due to protimix, as well as a significant
increase in sales volume as compared to the pearperiod. The aggregate decrease in gross peefitted principally from a lower
proportion of Metrology sales as well as a lowenaantration of non-system sales, which both haghédriaverage gross margins than our
other products.

Operating Expenses

Selling, general and administrative expenses isedy $0.5 million, or 2.1%, from the prior-ye@ripd primarily due to increased
bonus incentives and profit sharing as a resubiettier than budgeted performance as compared settoand quarter of 2007, and an increase
in non-cash compensation expense related to stutdns and shares of restricted stock. This waallst offset by a decrease in selling
expense due to decreased AFM spending. As a pagepf sales, selling, general and administratkpeeses decreased from 24.1% in the
second quarter of 2007 to 21.3% in the second guaft2008.

Research and development expense decreased $loB mndm the second quarter of 2007, primarily doe@ more focused approz
to data storage product development as well ashtthilown of our research and development facitittfriemont, California, which was
announced in the fourth quarter of 2007. As agmage of sales, research and development decrigased6.1% in the second quarter of
2007 to 13.2% in the second quarter of 2008.

Amortization expense was $2.4 million in the secqodrter of both 2008 and 2007. Amortization daseel due to certain
technology-based intangible assets becoming fullgréized; however, this was offset by amortizaiiothe current period for intangible
assets acquired as part of the acquisition of Mitie in the second quarter of 2008.

Restructuring expense of $1.4 million for the setqnoarter of 2007 consisted of personnel severansts principally associated
with our Metrology operations. No such costs waoeirred in the second quarter of 2008.
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Interest Expense, N

Net interest expense in the second quarter of 2238%1.0 million, compared to $0.8 million in trezend quarter of 2007. The
increase in net interest expense is due to lowerdst income resulting primarily from lower intsreates during the current period,
compounded by lower cash balances invested.

Income Taxe

Income tax provision for the quarter ended June2B808 was $1.1 million compared to $1.0 milliortlie second quarter of 2007.
The 2008 provision for income taxes included $0ilian relating to our foreign operations which d¢ome to be profitable, and $0.3 million
relating to our domestic operations. Due to sigaift domestic net operating loss carryforwardsctviare fully reserved by a valuation
allowance, our domestic operations are not expdot@ttur significant income taxes for the foresdeduture. The 2007 provision for
income taxes included $0.7 million relating to éareign operations and $0.3 million relating to damestic operations.

Six Months Ended June 30, 2008 and 2007

The following table shows our Consolidated StatamehnOperations, percentages of sales, and cosgrarbetween the six months
ended June 30, 2008 and 2007 (dollars in thousands)

Six Months Ended Dollar and
June 30, Percentage
2008 2007 Change

Net sales $ 216,75t 100.(% $ 197,93 100.% $ 18,82 9.5%
Cost of sales 126,40( 58.2 111,99! 56.€ 14,40¢ 12.¢
Gross profit 90,35¢ 41.7 85,94( 43.4 4,41¢ 5.1
Operating expense

Selling, general, and administrati'

expense 46,93¢ 21.7 46,62« 23.€ 31t 0.7

Research and development expe 29,87: 13.¢ 31,29: 15.¢ (1,427 (4.5

Amortization expens 4,38z 2.C 6,271 3.2 (1,89 (30.2)

Restructuring expens 2,87t 1.3 1,44t 0.7 1,43( 99.C

Asset impairment charg 28t 0.1 — 0.C 28t 100.(

Other income, net (379 (0.2) (426) (0.2) (49 (11.3)
Total operating expenses 83,97« 38.7 85,21: 43.1 (1,239) (1.5
Operating income 6,382 3.C 72¢ 0.3 5,65¢ 776.€
Interest expense, n 1,861 0.6 1,591 0.8 27C 17.C
Gain on extinguishment of debt — 0.C (73€) (0.4) (73¢) (100.0)
Income (loss) before income taxes i

noncontrolling interes 4,521 2.1 (12%) 0.2 4,64¢ 3,716.¢
Income tax provisiol 2,04¢ 1.C 2,53¢ 1.3 (48¢) (19.2)
Noncontrolling interes (14€) (0.7 (359) (0.9 (213 (59.9)
Net income (loss $ 2,61¢ 12% $ (2,307) (1.2% $ 4,921 213.8%

Net Sales and Orde

Net sales of $216.8 million for the six months eshdane 30, 2008 were up 9.5% compared to the cabiga2007 period. The
following is an analysis of sales and orders byrs&gt and by region (dollars in thousands):

Sales Orders
Six Months Ended Dollar and Percentage Six Months Ended Dollar and Book-to-Bill
June 30, Change June 30, Percentage Change Ratio
2008 2007 Year to Year 2008 2007 Year to Year 2008 2007
Segment Analysis
LED & Solar Process Equipme $ 87,22: $ 50,36 $ 36,85¢ 73.2% $ 90,73¢ $ 72,76¢ $ 17,96¢ 24.7% 1.04 1.44
Data Storage Process Equipm 60,84( 67,74 (6,90 (10.2) 92,32¢ 73,59¢ 18,72¢ 25.4 1.52 1.0¢
Metrology 68,69+ 79,83( (11,136 (13.9) 62,70’ 71,99: (9,286 (12.9) 0.91 0.9¢
Total $ 216,75t $ 197,93 $ 18,821 9.5% $ 245,77 $ 218,36( $ 27,41 12.6% iLilE 1.1C
Regional Analysis
North America $ 77,76¢ $ 66,50: $ 11,26¢ 16.% $ 93,41( $ 73,500 $ 19,91( 27.1% 1.2C 1.11
Europe 41,02¢ 34,95¢ 6,07¢ 17.4 35,01« 41,17¢ (6,162) (15.0 0.85 1.1¢
Japar 22,74% 31,147 (8,404 (27.0) 16,77¢ 29,79t (13,016 (43.7) 0.74 0.9¢
Asia Pacific 75,21¢ 65,33! 9,881 15.1 100,56¢ 73,88¢ 26,67¢ 36.1 1.34 1.1
Total $ 216,75t $ 197,93 $ 18,82! 9.5% $ 24577: $ 21836( $ 27,41 12.6% 1.12 1.1C
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By segment, LED & Solar Process Equipment saleg wpr73.2% due to an increase in end user demahexg@anding applications
for HB-LEDs, as well as strong customer acceptaridéeeco’s newest generation systems. This wasapigroffset by a 10.2% decrease in
Data Storage Process Equipment sales due to thgtohcustomerstequirements in the data storage industry. Adadlly, Metrology sale
decreased 13.9%, primarily due to a slowdown irsgraiconductor and research and industrial mark&ysregion, net sales increased by
16.9%, 17.4% and 15.1% in North America, Europé, Asia Pacific, respectively, and decreased by%dr0Japan. We believe that there
will continue to be quarter-to-quarter variationghe geographic distribution of sales.

Orders for the six month period increased by 12f@¥n the comparable 2007 period. By segment, thé%4ncrease in orders for
LED & Solar Process Equipment was driven by andase in end user demand and expanding applicdtiohB-LEDs, as well as strong
customer acceptance of Veeco’s newest generatigiarag. The 25.4% increase in Data Storage Pr&aapgpment orders was primarily due
to an increase in orders for slicing and dicingdpicis used to create TFMHs. The 12.9% decredskeirology orders was due to decreased
orders for AFM products due to lower demand ingbmiconductor and research and industrial markets.

Our book-to-bill ratio for the six months ended 89, 2008 was 1.13. Our backlog as of June 3B 2@&s $211.3 million,
compared to $173.5 million as of December 31, 20Didring the six months ended June 30, 2008, wergxpced an increase in backlog of
$12.7 million due to the acquisition of Mill Langffset by order cancellations of $4.0 million. Dwechanging business conditions and
customer requirements, we may continue to expegieaacellations and/or rescheduling of orders.

Gross Profit

Gross profit for the six months ended June 30, 20@8 41.7%, compared to 43.4% in the comparakd& period. Metrology gros
margins decreased from 46.9% in the prior yeaopen 45.3%, principally due to lower sales voluamel less favorable pricing for
automated AFM products associated with a slowdowthé semiconductor market. Additionally, Data St Process Equipment gross
margins decreased from 42.3% in the prior-yearopeio 38.3%, due to favorable warranty experiendhé prior year period, as well as
higher manufacturing utilization in the 2007 pertmmpared to 2008, resulting in better absorptioiixed costs. LED & Solar Process
Equipment gross margins increased from 39.3% irptlue-year period to 41.2%, primarily due to favorabliEipg on new MOCVD produc
and a favorable product mix in MBE products, as waela significant overall increase in sales volaseompared to the prior-year period.
The aggregate decrease in gross profit resultedipelly from a lower proportion of Metrology sales well as a lower concentration of non-
system sales, both of which have higher averagesgrargins than our other products.

Operating Expenses

Selling, general and administrative expenses iseay $0.3 million, or 0.7%, from the prior-yearipd primarily due to increased
bonus incentives and profit sharing as a resuttetter than budgeted performance as compared setiend quarter of 2007, compounded by
an increase in non-cash compensation expensedétastock options and shares of restricted staghkyell as an increase in salary and salary-
related expenses associated with senior executives in the second half of 2007. This was pdytiaffset by a decrease in selling expense
due to decreased AFM spending. As a percentageles, selling, general and administrative expedseeased from 23.6% in 2007 to
21.7% in 2008.

Research and development expense decreased $llof indm the comparable 2007 period, primarily dae& more focused
approach to data storage product development. peseentage of sales, research and developmemadect from 15.8% in 2007 to 13.8% in
2008.

Amortization expense was $4.4 million in the 20@8i@d, compared to $6.3 million in 2007. The deseea&as driven by certain
technology-based intangible assets becoming fuligréized, offset by the amortization in the
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current period of intangibles acquired as parhefdcquisition of Mill Lane.

Restructuring expense of $2.9 million incurredha first quarter of 2008 consists of $2.6 millionéase-related costs associated
with the consolidation and relocation of our Cogterheadquarters into our Plainview, New York fagiand $0.3 million of personnel
severance costs relating to management’s restmgtptan announced in 2007. Restructuring expeng607 of $1.4 million consisted of
personnel severance costs.

An asset impairment charge of $0.3 million was ta#tering 2008 primarily for leasehold improvemeautsl furniture and fixtures
abandoned in connection with the consolidationr@fatation of our Corporate headquarters into dainRiew, New York facility during the
first quarter. No such expense was incurred imptia year period.

Interest Expense, N

Net interest expense in the six-month period erded 30, 2008 was $1.9 million, compared to $116amiin the comparable 2007
period. This increase in net interest expenseduaso lower interest income resulting from lowserest rates and lower average cash
balances invested during the current period, offiget decrease in interest expense resulting fhenextinguishment of $56.0 million of debt
during the first quarter of 2007.

Gain on Extinguishment of Debt

During the first quarter of 2007, we repurchase@.@%nillion of our convertible subordinated notejucing the amount outstandi
from $200.0 million to $144.0 million. The repusde amount was $55.1 million in cash, of which 3illion related to principal and $0.3
million related to accrued interest. As a restithese repurchases, we recorded a net gain freraxtinguishment of debt in the amount of
$0.7 million in 2007.

Income Taxe

Income tax provision for the six months ended BMe2008 was $2.0 million compared to $2.5 milliothe comparable prior year
period, primarily as a result of a $0.4 million deagse in the FIN 48 reserve relating to foreigreangnized tax benefits. The 2008 provision
for income taxes included $1.4 million relatingoar foreign operations which continue to be prafiga and $0.6 million relating to our
domestic operations. Due to significant domesticaperating loss carryforwards, which are fullyeeed by a valuation allowance, our
domestic operations are not expected to incur fgmit income taxes for the foreseeable futuree ZB07 provision for income taxes
included $1.9 million relating to our foreign opgoas and $0.6 million relating to our domestic Et®ns.

Liquidity and Capital Resources

Historically, our principal capital requirementave included the funding of acquisitions and cdgixpenditures. We traditionally
have generated cash from operations and debt acklissuances. Our ability to generate sufficierstcflows from operations is depender
the continued demand for our products and servieassimmary of the cash flow activity for the six ntbs ended June 30, 2008 and 2007 is
as follows (in thousands):

Six Months Ended

June 30,
2008 2007
Net cash provided by operating activit $ 10,45 $ 20,63¢
Net cash used in investing activiti (17,837 (5,572
Net cash used in financing activiti (162) (54,187
Effect of exchange rates on cash and cash equtgalen 10C 14¢
Net change in cash and cash equival (7,439 (38,96)
Cash and cash equivalents at beginning of period 117,08: 147,04¢
Cash and cash equivalents at end of period $ 109,64: $ 108,07¢

We had a net decrease in cash of $7.4 million dutie six months ended June 30, 2008. Cash probgegerations was
$10.5 million for this period, as compared to cpsivided by operations of $20.6 million for the quemable 2007 period. Net income
adjusted for non-cash items provided operating @agis of $18.8 million for

23




Table of Contents

the six months ended June 30, 2008. Net cash md\igl operations for the six months ended Jun@@UB was impacted by a net change in
net operating assets and liabilities of $8.3 millidhis was driven by an increase in inventorieapgroximately $11.1 million due to an
increase in finished goods for process equipmesteays scheduled to ship in future quarters.

For the six months ended June 30, 2007, we hatldeneease in cash of $39.0 million, primarily do¢he repurchase of $56.0
million of our 4.125% convertible subordinated reotkie 2008. Cash provided by operations was $2li6mfor the 2007 period, comprise
of a net loss adjusted for non-cash items, progidiperating cash flows of $12.4 million, and a @®im net operating assets and liabilities of
$8.2 million.

Cash used in investing activities of $17.8 millfon the six months ended June 30, 2008 resultedapily from the acquisition of
Mill Lane, net of cash acquired and unpaid accrifals$10.9 million. Capital expenditures of $million also impacted cash used in
investing activities. During the remainder of 200&, expect to invest an estimated additional $9IBomin capital projects primarily related
to engineering equipment and lab tools used inyriog), testing and process development of our prisdand enhanced manufacturing
facilities. Cash used in investing activities of@illion for the six months ended June 30, 208sutted primarily from capital expenditures
of $5.9 million, partially offset by $0.3 milliomiproceeds from the sale of property, plant, andpegent.

Cash used in financing activities for the six mentinded June 30, 2008 totaled $0.2 million, resyfiom $0.6 million in restricted
stock tax withholdings and $0.2 million in mortgggeyments, offset by proceeds of $0.6 million fretock issuances resulting from stock
option exercises. Cash used in financing activiteshe six months ended June 30, 2007 totaled2i¥Bdllion, primarily consisting of $55.0
million used to repurchase a portion of our outdiag convertible subordinated notes (discussediedmd $1.0 million in payments for debt
issuance costs, partially offset by $2.1 millioonfrthe issuance of common stock resulting fromettercise of employee stock options.

During the first quarter of 2007, we repurchase@.@%nillion of our 4.125% convertible subordinateztes due 2008, for $55.1
million (including accrued interest) in cash whiglduced the amount of convertible subordinatedsnotigstanding from $200.0 million to
$144.0 million. As a result of these repurchasgsrecorded a net gain of $0.7 million. We mayagggin similar transactions in the future
depending on market conditions, our cash positi@hather factors

During the s econd quarter of 2007, we issued r@waertible subordinated notes pursuant to privatelyotiated exchange
agreements with certain holders of the origina8% convertible subordinated notes. Under theseeagents, such holders agreed to
exchange $118.8 million aggregate principal amadithe Old Notes for approximately $117.8 millioggaegate principal amount of New
Notes due April 15, 2012. Following the exchangas$actions, approximately $25.2 million of the ®lotes remained outstandinNo net
gain or loss was recorded on the exchange trangacince the carrying value of the Old Notes idiclg unamortized deferred financing
costs approximated the exchange value of the NetedNo

The New Notes initially are convertible into 36.725hares of common stock per $1,000 principal amofuNew Notes at a
conversion price of $27.23 at any time during teeqd beginning on January 15, 2012 through theectif business on the second day prior
to April 15, 2012 and earlier upon the occurreniceestain events. We pay interest on the New NoteApril 20 and October 15 of each
year.

During the third quarter of 2007, we entered it® New Credit Agreement with HSBC Bank, as admiaiste agent. The New
Credit Agreement provides for borrowings of up 1®8.0 million with an annual interest rate thaa i$oating rate equal to the prime rate of
the agent bank. A LIBOR-based interest rate opBaso provided. Borrowings may be used for gdrangorate purposes, including
working capital requirements and acquisitions. Neev Credit Agreement contains certain restrictogenants, and we are required to
satisfy certain financial tests under the New GrAdreement. As of June 30, 2008, we are in caamgk with all covenants. Substantially
of our assets and those of our material domeskisidiaries, other than real estate, have been gtettgsecure our obligations under the New
Credit Agreement. The revolving credit facilityder the New Credit Agreement expires on March 8122 As of June 30, 2008 and
December 31, 2007, there were no borrowings orauned letters of credit outstanding.

We believe that existing cash balances togethér egsh generated from operations and amounts bieila
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under the New Credit Agreement will be sufficieminieet our projected working capital and other dlsh requirements for the next twelve
months, as well as our contractual obligations.b&lkeve we will be able to meet our obligation épay the $25.2 million outstanding Old
Notes that mature on December 21, 2008 and the.$Miiflion outstanding New Notes that mature oniAps, 2012 through combination
conversion of the notes outstanding, refinanciaghayenerated from operations, and other means.

In 2006, we invested $0.5 million to purchase 19¢%he common stock of Fluens Corporation (“FIdgnsf which 31% is owned
by one of our Senior Vice Presidents. Veeco anérid have jointly developed a next-generation p®éar highrate deposition of aluminu
oxide for data storage applications. If this depetent is successful and upon the satisfactioeéin additional conditions by May 2009,
we will be obligated to purchase the balance ofoihiistanding stock of Fluens for $3.5 million parsearn-out payment to Fluens’
stockholders based on future performance.

Contractual Obligations

There have been no significant changes to our ‘‘@ontal Obligations” table in Part I, Item 7, “Magement’s Discussion and
Analysis of Financial Condition and Results of Ggiems” of our 2007 Annual Report on Form 10-K.

Application of Critical Accounting Policies

General: Our discussion and analysis of our financial éooal and results of operations are based uporComdensed
Consolidated Financial Statements, which have pegpared in accordance with U.S. generally accegtedunting principles. The
preparation of these financial statements requise® make estimates and judgments that affecetimrted amounts of assets, liabilities,
revenues and expenses. On an on-going basis, ntaeagievaluates its estimates and judgments, ingjuitiiose related to bad debts,
inventories, intangible assets and other long-liassets, income taxes, warranty obligations, retstring costs and contingent liabilities,
including potential litigation. Management basssistimates and judgments on historical experiandeon various other factors that are
believed to be reasonable under the circumstatioesesults of which form the basis for making jomigts about the carrying values of as
and liabilities that are not readily apparent frother sources. Actual results may differ from thestémates under different assumptions or
conditions. We consider certain accounting policedated to revenue recognition, the valuatiomegntories, the impairment of goodwill &
indefinite-lived intangible assets, the impairmehlkong-lived assets, warranty costs, the accogrftin income taxes, and share-based
compensation to be critical policies due to thénestion processes involved in each.

Revenue RecognitionWe recognize revenue in accordance with the Sta@ ASccounting Bulletin No. 104Revenue Recognitian
Certain of our product sales are accounted foralipte-element arrangements in accordance withriging Issues Task Force (“EITF”) 00-
21,Revenue Arrangements with Multiple Deliverabkesnultiple-element arrangement is a transactiorctvimay involve the delivery or
performance of multiple products, services, orisgh use assets, and performance may occur atetiff points in time or over different
periods of time. We recognize revenue when pergaasiidence of an arrangement exists, the sales jgrfixed or determinable and
collectability is reasonably assured. For prosigcoduced according to our published specificatiarhere no installation is required or
installation is deemed perfunctory and no substartustomer acceptance provisions exist, reventee@gnized when title passes to the
customer, generally upon shipment. For productdymed according to a particular customer’s spetifinis, revenue is recognized when the
product has been tested, it has been demonstraiei meets the customer’s specifications and fiisses to the customer. The amount of
revenue recorded is reduced by the amount of astper retention (generally 10% to 20%), whichds payable by the customer until
installation is completed and final customer acaepe is achieved. Installation is not deemed tedsential to the functionality of the
equipment since installation does not involve digant changes to the features or capabilitiehefaquipment or building complex interfaces
and connections. In addition, the equipment coeléhbktalled by the customer or other vendors ameigdly the cost of installation
approximates only 1% to 2% of the sales value efrétated equipment. For new products, new appits of existing products, or for
products with substantive customer acceptance §ions where performance cannot be fully assessedtpmeeting customer specificatic
at the customer site, revenue is recognized upprplagion of installation and receipt of final custer acceptance. Since title to goods
generally passes to the customer upon shipmer8@¥idto 90% of the contract amount becomes payahkaatime, inventory is relieved a
accounts receivable is recorded for the amouradiit the time of shipment. The profit on the amduiied for these transactions is deferred
and recorded as deferred profit in the accompangimgiensed consolidated balance sheets. Servicmaintenance contract revenues are
recorded as deferred revenue, which is
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included in other accrued expenses, and recogaigeevenue on a straight-line basis over the sepéciod of the related contract.

Inventory Valuation: Inventories are stated at the lower of cost @ipially first-in, first-out method) or market. Magement
evaluates the need to record adjustments for inmgat of inventory on a quarterly basis. Our pol&yo assess the valuation of all
inventories, including raw materials, work-in-presefinished goods and spare parts. Obsolete iomeat inventory in excess of
management’s estimated usage for the next 12 morghjuirements is written down to its estimatedkaiavalue, if less than its cost. Inher
in the estimates of market value are managemestiinates related to our future manufacturing sclesgeustomer demand, technological
and/or market obsolescence, possible alternaties aisd ultimate realization of excess inventory.

Goodwill and Indefinite-Lived Intangible Asset Inmpgent: We have significant intangible assets relategiatmdwill and other
acquired intangibles. In assessing the recovetabifiour goodwill and other indefinite-lived intgible assets, we must make assumptions
regarding estimated future cash flows and othdpfado determine the fair value of the respectissets. If it is determined that impairment
indicators are present and that the assets wilbadtilly recoverable, their carrying values amua=d to estimated fair value. Impairment
indicators include, among other conditions, castvftlieficits, an historic or anticipated declingéwenue or operating profit, adverse legal or
regulatory developments, and a material decreaseifair value of some or all of the assets. Asaet grouped at the lowest levels for which
there are identifiable cash flows that are largetiependent of the cash flows generated by otlet@agoups. Changes in strategy and/or
market conditions could significantly impact thessumptions, and thus Veeco may be required todéwpairment charges for those assets
not previously recorded. During the fourth quade2007, as required, we performed an annual impeit test, and based upon the judgment
of management, it was determined that no impairrarists.

Long-Lived Asset ImpairmentThe carrying values of long-lived assets arequically reviewed to determine if any impairment
indicators are present. If it is determined thathsimdicators are present and the review indicthiasthe assets will not be fully recoverable,
based on undiscounted estimated cash flows oveethaining amortization or depreciation period, ¢therying values of such assets are
reduced to estimated fair value. Impairment indicatnclude, among other conditions, cash flowdtsfj an historic or anticipated decline in
revenue or operating profit, adverse legal or raguy developments, and a material decrease ifathealue of some or all of the assets.
Assets are grouped at the lowest level for whi@hnetis identifiable cash flows that are largelyeipdndent of the cash flows generated by
other asset groups. Assumptions utilized by managéin reviewing for impairment of long-lived assebuld be effected by changes in
strategy and/or market conditions which may requg¢o record additional impairment charges fos¢hassets, as well as impairment cha
on other long-lived assets not previously recorded.

Warranty Costs: We estimate the costs that may be incurred uth@ewarranty we provide and record a liability ve amount of
such costs at the time the related revenue is niped. Estimated warranty costs are determinedhayyaing specific product and historical
configuration statistics and regional warranty sarpposts. Our warranty obligation is affected bgduct failure rates, material usage and
labor costs incurred in correcting product failudeising the warranty period. As our customer englis@nd process support engineers are
highly trained and deployed globally, labor availipis a significant factor in determining laboosts. The quantity and availability of criti
replacement parts is another significant factarstimating warranty costs. Unforeseen componehirés or exceptional component
performance can also result in changes to warreodts. If actual warranty costs differ substantifdbm our estimates, revisions to the
estimated warranty liability would be required.

Income Taxes: As part of the process of preparing our Constéiddinancial Statements, we are required to esimar income
taxes in each of the jurisdictions in which we @per This process involves estimating the actuakatitax expense, together with assessing
temporary differences resulting from differing tmeant of items for tax and accounting purposesseluifferences result in deferred tax
assets and liabilities, which are included withim €ondensed Consolidated Balance Sheets. Tharmarglue of our deferred tax assets is
adjusted by a valuation allowance to recognizeettient to which the future tax benefits will beagnized on a more likely than not basis.
Our net deferred tax assets consist primarily ooperating loss and tax credit carryforwards, timihg differences between the book and
treatment of inventory and other asset valuati®eslization of these net deferred tax assets isrimt upon our ability to generate future
taxable income.

We record valuation allowances in order to redugedeferred tax assets to the amount expected tedbeed. In assessing the
adequacy of recorded valuation allowances, we densi variety of factors, including the
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scheduled reversal of deferred tax liabilitiesufattaxable income, and prudent and feasible tanxnphg strategies. Under Statement of
Financial Accounting Standards No. 1@@counting for Income Tax€*SFAS 109"),factors such as current and previous operating@fas
given significantly greater weight than the outldokfuture profitability in determining the defed tax asset carrying value.

At June 30, 2008, we had a valuation allowanceppfeximately $70.1 million against substantiallyaflour domestic net deferred
tax assets, which consist of net operating lossaxndredit carryforwards, as well as temporaryudbtithle differences. The valuation
allowance was calculated in accordance with theigians of SFAS 109, which places primary impor&oa our historical results of
operations. Although our operating results in pyiears were significantly affected by restructuramgl other charges, our historical losses
the loss incurred in 2007 represent negative ecielenfficient to require a full valuation allowanoeder the provisions of SFAS 109. If we
are able to realize part or all of the deferredassets in future periods, we will reduce our wiwi for income taxes with a release of the
valuation allowance in an amount that corresporitts tive income tax liability generated.

In July 2006, the FASB issued FIN 48, which becaiffiective for us on January 1, 2007. FIN 48 addres$se determination of how
tax benefits claimed or expected to be claimed taxaeturn should be recorded in the financiakesteents. Under FIN 48, we must recognize
the tax benefit from an uncertain tax position ahiyis more likely than not that the tax posiiiill be sustained under examination by the
taxing authorities, based on the technical mefith® position. The tax benefits recognized infthencial statements from such uncertain tax
positions are measured based on the largest bémafitas a greater than fifty percent likelihoédeing realized upon ultimate resolution.

Share-Based CompensationVe account for our share-based compensationciordance with SFAS 123(R). SFAS 123(R) requires
all share-based payments to employees, includiagtgiof employee stock options, to be recognizeétdrincome statement based on their
fair values. Additionally, SFAS No. 123(R) requiteg benefits of tax deductions in excess of remeghcompensation cost to be reported as
a financing cash flow, rather than as an operatash flow as required under previous accountiregdttire, which has the effect of reducing
consolidated net operating cash flows and incrgasimsolidated net financing cash flows in periafier adoption. For the six months ended
June 30, 2008, we did not recognize any consolidi@ncing cash flows for such excess tax dedostio

Under SFAS 123(R), we are required to record tivevédue of stockbased compensation awards as an expense. In ordetermin
the fair value of stock options on the grant dete apply the Black-Scholes option-pricing modehdrent in the model are assumptions
related to expected stock-price volatility, optlda, risk-free interest rate and dividend yieldhilé the risk-free interest rate and dividend
yield are less subjective assumptions, typicallgelslaon factual data derived from public sourcesgttpected sto-price volatility and optiol
life assumptions require a level of judgment whithke them critical accounting estimates. We usexgected stock-price volatility
assumption that is a combination of both historaal implied volatilities of the underlying stoekhich is obtained from public data sources.
We consider the exercise behavior of past grardsverdel the pattern of aggregate exercises in m@targ the expected weighted-average
option life.

Recent Accounting Pronouncements

On February 12, 2008, the FASB issued FSP 157SP F57-2 amends SFAS 157 to delay the effective aflaSFAS 157 for
nonfinancial assets and nonfinancial liabilitiessept for items that are recognized or disclosddiatalue in the financial statements on a
recurring basis (that is, at least annually). iEEms within its scope, FSP 1%7defers the effective date of SFAS 157 to fisesrg beginnin
after November 15, 2008, and interim periods withiose fiscal years. Currently we believe the ictjpd the adoption of FSP 157-2 in 2009
will be on our disclosures only.

In December 2007, the FASB issued SFAS 141(R) &#A&SS160. Under SFAS 141(R), an acquiring entiily be required to
recognize all the assets acquired and liabilitessimed in a transaction at the acquisition daf@ratalue with limited exceptions. SFAS 141
(R) also changes the accounting treatment for iceother items that relate to business combinatiSFAS 141(R) applies prospectively to
business combinations for which the acquisitioredsibn or after January 1, 2009. The purpose &fSSE60 is to improve the relevance,
comparability, and transparency of the financi&imation that a reporting entity provides in itmsolidated financial statements. The most
significant provisions of this statement resultinges to the presentation of noncontrolling &g in the consolidated financial stateme
SFAS 160 is effective for fiscal years beginninggaDecember 15, 2008. The adoption of this statgwill impact the manner in which we
present noncontrolling interests, but will not impaur consolidated financial position or result®perations.
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In May 2008, the FASB issued FSP APB 14-1. The guig is effective for fiscal years beginning allecember 15, 2008 and
interim periods within those years. FSP APB 14ill iequire issuers of convertible debt that carsbttled in cash to separately account for
(i.e. bifurcate) a portion of the debt associatéth the conversion feature and reclassify thisiparto stockholders’ equity. The liability
portion, which represents the fair value of thetdeithout the conversion feature, will be accretedts face value over the life of the debt
using the effective interest method, with the ationeexpense recorded to interest. FSP APR WH be applied retrospectively to all peric
presented. The cumulative effect of the changeaoanting principle on periods prior to those préed will be recognized as of the
beginning of the first period presented. We expleetadoption of FSP APB 14-1 to have a materia@atfbn our consolidated financial
position, results of operations, and earnings pares Effective on the date of issuance of the Netes, we will reclassify approximately
$16.3 million from long-term debt to additional gan capital, and as of the adoption of FSP APBLIA-the beginning of 2009, our
accumulated deficit will reflect approximately $4r8llion of debt accretion that occurred betweemigsuance date of the New Notes and the
adoption date. Approximately $3.1 to $3.6 millidnedditional interest expense will be recorded afigifrom the adoption date through the
maturity date of the convertible debt. This intéesgense will not require the use of cash.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

Our net sales to foreign customers representedzaiopately 61.0% and 64.1%, respectively, of oualtoet sales for the three
months and six months ended June 30, 2008, anéGan8 66.4%, respectively, for the comparable 288bds. We expect that net sales to
foreign customers will continue to represent adgpgrcentage of our total net sales. Our net silesminated in foreign currencies
represented approximately 19.7% and 17.8% of dal het sales for the three months and six montdge June 30, 2008, respectively, and
20.6% and 20.5%, respectively, for the comparab@Jeriods.

The condensed consolidated results of operatiarthéothree months and six months ended June 88, i8lude aggregate foreign
currency losses of less than $0.1 million and gafreppproximately $0.1 million, respectively, whiakere net of gains of approximately $0.1
million and losses of $0.2 million, respectivelglated to forward contracts. For the three moatigssix months ended June 30, 2007, the
results included aggregate foreign currency los$epproximately $0.2 million and $0.3 million, pestively, which included gains of less
than $0.1 million and losses of approximately $@illion, respectively related to forward contracts.

We are exposed to financial market risks, includithgnges in foreign currency exchange rates. Theggs in currency exchange
rates that have the largest impact on translatimgrernational operating profit are the Japanése and the Euro. We use derivative
financial instruments to mitigate these risks. V@endt use derivative financial instruments for spative or trading purposes. We generally
enter into monthly forward contracts to reducesdffect of fluctuating foreign currencies on shamrb foreign currency-denominated
intercompany transactions and other known currexgpsures. The average notional amount of suchiazatwas approximately
$1.5 million and $2.3 million, respectively, fortlhree months and six months ended June 30, Z308une 26, 2008 we entered into two
forward contracts for the month of July for theatatotional amount of approximately $1.6 milliomhe fair values of the contracts at
inception were zero, which did not significantlyatiye at June 30, 2008. We do not anticipate @myfisiant future loss from fluctuations in
currency exchange rates, as our hedging stratedgsigned to minimize the risk of such fluctuations

Assuming first quarter 2008 variable debt and ibwent levels, the effect of a one-point changentariest rates would not have a
material effect on net interest expense.

Iltem 4. Controls and Procedures.

Our senior management is responsible for estahlisiind maintaining a system of disclosure contints procedures (as defined in
Rule 13a-15 and 15d-15 under the Securities Exahawatjof 1934 (the “Exchange Act”)) designed toweesthat information required to be
disclosed by us in the reports that it files ormitb under the Exchange Act is recorded, processedmarized and reported within the time
periods specified in the SEC’s rules and formsscldisure controls and procedures include, withiouitdtion, controls and procedures
designed to ensure that information required tdibelosed by an issuer in the reports that it fdlesubmits under the Exchange Act is
accumulated and communicated to the issuer's mamagte including its principal executive officer @fficers and principal financial officer
or officers, or persons performing similar funcgpas appropriate to allow timely decisions regagdiequired disclosure.
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We have evaluated the effectiveness of the desigroperation of our disclosure controls and proceslunder the supervision of
and with the participation of management, includimg CEO and Chief Financial Officer (“CFQ”), astbé end of the period covered by this
report. Based on that evaluation, our CEO and @& concluded that our disclosure controls andgatores are effective in timely alerting
them to material information required to be incldde our periodic SEC filings.

We have implemented new company-wide integrateticgiipns software. As of April 1, 2008, we havampleted the conversion
to this new platform in all of Veeco’s businessdtions other than at the Mill Lane location, whieas recently acquired by Veeco. As a
result, certain changes have been made to ounaiteontrols, which management believes will stteag our internal control structure.
There have been no other significant changes innd@mal controls or other factors during the dilsguarter ended June 30, 2008 that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantraporting.
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Part Il. OTHER INFORMATION
Item 1. Legal Proceedings

Refer to Item 3. Legal Proceedings in Part | of Aonual Report on Form 10-K for the year ended Dawmer 31, 2007 and Item 1
Legal Proceedings in Part Il of our Quarterly Reépor Form 10-Q for the quarter ended March 31, 2008

Item 1A. Risk Factors.

Information regarding risk factors appears in tBafée Harbor Statement” at the beginning of thisr@uly Report on Form 1@ and
in Part | — Item 1A of our Annual Report on Form-KGor the year ended December 31, 2007. There baen no material changes from
the risk factors previously disclosed in our AnnRabport on Form 10-K.

Item 4. Submission of Matters to a Vote of Securitydolders.

The annual meeting of stockholders of the Compaay eld on May 2, 2008. The matters voted oneatrtbeting were: (a) the
election of three directors: (i) Joel A. Elftmairii), John R. Peeler and (iii) Peter J. Simone; @datification of the Board’s appointment of
Ernst & Young LLP as the Company'’s independentsteged public accounting firm for the year endirecBmber 31, 2008. The terms of
each of the following directors continued after theeting: Edward H. Braun, Richard A. D’Amore, iieK. Fridrich, Douglas A. Kingsley,
Roger D. McDaniel and Irwin H. Pfister. As of thexord date for the meeting, there were 31,879s93%es of common stock outstanding,
each of which was entitled to one vote with respeeach of the matters voted on at the meetirach®f the directors up for reelection was
reelected and the appointment of Ernst & Young lalsRhe Company’s independent registered publiciattoa firm was ratified by the
required number of votes on each such matter. r@$dts of the voting were as follows:

Matter For Withheld
(@)(i) 21,128,95 2,986,79
(a)(ii) 21,128,11 2,987,63:
(a)(iii) 21,008,21 3,107,53
Broker
Matter For Against Abstained Non-Votes
(b) 23,624,95 465,02: 25,77( —
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Item 6. Exhibits.

Unless otherwise indicated, each of the followirbikits has been previously filed with the SEC hg Company under File No. 0-

16244.
Incorporated by Reference to the
Number Description Following Document:
10.1 Service Agreement effective July 24, 2008 betwedwadtd H. Braun and *
Veeco Instruments In
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 pursuaot Rule 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&dbarbanes- Oxley
Act of 2002.
32.2 Certification of Chief Financial Officer pursuaint18 U.S.C. *
Section 1350, as adopted pursuant to Section 9@&dbarbanes- Oxley
Act of 2002.
* Filed herewitt
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SIGNATURES

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

Date: July 30, 2008
Veeco Instruments In

By: /s/ JOHN R. PEELEF

John R. Peele
Chief Executive Office

By: /s/ JOHN F. REIN, JFk

John F. Rein, Ji
Executive Vice President and Chief Financial Offi
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INDEX TO EXHIBITS

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

Incorporated by Reference to the

Number Description Following Document:

10.1 Service Agreement effective July 24, 2008 betwedwadtd H. Braun and *
Veeco Instruments In

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 pursuaot Rule 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&dbarbanes- Oxley
Act of 2002.

32.2 Certification of Chief Financial Officer pursuaint18 U.S.C. *
Section 1350, as adopted pursuant to Section 9@&dbarbanes- Oxley
Act of 2002.

* Filed herewitt




Exhibit 10.1
SERVICE AGREEMENT

This SERVICE AGREEMENT effective July 24 2008 (ttigffective Date”), is by and between Veeco Instrumsenc., a Delaware
corporation (the “Company”), and Edward H. Braukl(:' Braun”).

The Company and Mr. Braun are parties to an Empémtmgreement effective April 27, 2007 (the “Emplognt Agreement”).The
Employment Agreement provides, among other thitigg, Mr. Braun would remain on the Company’s Baafr@irectors (the “Board”),
would assist in the transition to a new Chief ExieeuOfficer (“CEQ”) and that, following the appament of a new CEO, would remain
available to resume the role of CEO of the Compamtyl such time as the new CEO has demonstratedtilisy to successfully lead the
Company. The Board has determined that the trangif the CEO role from Mr. Braun to John R. Peglee Company’s current CEO, has
been successfully completed. The purpose of thel@&ment Agreement having been met, the partieswish to terminate the Employme
Agreement and replace it with this Service Agreetnamthe terms and conditions provided herein.

The Company and Mr. Braun hereby agree as follows:

1. Termination of Employment Agreement
€)) The Employment Agreement is terminated, effectwvefthe Effective Date.
(b) The following payments provided under the Employtrsgreement will be accelerated and paid to Mr.uBray the

Company within 15 days of the Effective Date:

0] $197,198, representing the base salary which waNe been payable to Mr. Braun under the Employment
Agreement for the period from the Effective Datetigh December 31, 2008, less the amount payal&.tBraun under Section 2
(b) below for the period from the Effective Datedhgh December 31, 2008;

(i) $622,813, representing the amount which would tesen payable to Mr. Braun under the Employment
Agreement with respect to the 2008 Management B&faus at target, less the amount of the 2008 psbfiting bonus paid to
Mr. Braun in May 2008 for the first quarter; and

(iii) $61,887, representing the amount of car allowartueiwwould have been payable to Mr. Braun under the
Employment Agreement for the duration of the Empieyt Period (as defined in the Employment Agreejnent

(c) The stock options and restricted stock awards gdatat Mr. Braun on June 9, 2006 and April 27, 2@®irch have not
previously vested or become exercisable shall becogsted and exercisable as of the Effective Date.




2. Service.

€)) Mr. Braun shall remain available to serve in hisgent capacity as Chairman of the Board and wilkaia available to sen
on the Board from the Effective Date until Decem®&r2011. The period beginning on the Effectiaeband continuing through and
including December 31, 2011 shall be referred tthas'Service Periodprovided, that, if Mr. Braun ceases to serve agember of the Boal
prior to December 31, 2011, then the Service Peasfiadl end on the date on which Mr. Braun ceasesitee as a member of the Board.

(b) During the Service Period, the Company shall cormsaenMr. Braun for his service on the Board atrétte of $200,000 p
year, subject to periodic review by the Board.adidition, during the Service Period, Mr. Braun kbalentitled to participate in all grot
health and insurance programs available gene@bgmhior executives of the company (including & ¢hse of health programs, continued
coverage for Mr. Braun’s spouse and eligible depets). In the event that Mr. Braun’s participatiormny such plan or program is
prohibited by operation of law or by the terms wéls plan or program, the Company shall arrangedweige Mr. Braun with benefits
substantially similar to those which Mr. Braun wabhlave been entitled to receive had he been digibparticipate in such plans and
programs. In any event, the level of benefits futed to Mr. Braun under such plans during the SerfAeriod shall be equal to the level of
benefits provided for active executives of the Camp Except as provided above, Mr. Braun shalleo¢ntitled to any additional
compensation, including, without limitation, bonsisequity awards, meeting fees, retainers or abepensation, for his service on the
Board or in any other capacity during the Serviead?l.

(c) In addition, the Company will reimburse Mr. Brawn &ll reasonable and necessary traveling expeargksther
disbursements incurred by Mr. Braun in connectidth Wis service on the Board, upon presentatioMbyBraun to the Company of
appropriate vouchers or documentation.

(d) Mr. Braun shall retain the right to exercise anyiays to purchase shares of the Company’s stockhwhiere granted to
him prior to the Effective Date until the earlidr(a) three (3) years following the end of the $a#Weriod and (b) the expiration of the
original full term of each such option (provideatlfi) options granted to Mr. Braun between ApriB00 and March 31, 2003 shall be
treated as provided in the Employment AgreemergddApril 3, 2000 between the Company and Mr. Braund (i) options granted to
Mr. Braun between April 1, 2003 and April 26, 208l be treated as provided in the Employment &grent dated April 1, 2003 between
the Company and Mr. Braun).

3. Release of Claims Mr. Braun hereby knowingly and voluntarily retea and forever discharges the Company, and its
subsidiaries, successors and assigns and its aimafificers, directors, employees and agents, batlvidually and in their business
capacities, and their employee benefit plans andrpms and their administrators and fiduciariegraf from any and all claims, known and
unknown, which Mr. Braun, Mr. Braun’s heirs, exaargt administrators, successors and assigns hawayhave against such persons as of
the Effective Date.

4, Non-Competition. For so long as Mr. Braun is receiving paymemtstber benefits from the Company hereunder and for
twelve (12) months thereafter (the “Noncompete




Period”), Mr. Braun will not, without the prior witen consent of the Company, directly or indirectiggage or invest in, own, manage,
operate, finance, control or participate in the emghip, management, operation, financing or comif,dbe employed by, associated with, ¢
any manner connected with, lend Mr. Braun’s naméetod Mr. Braun’s credit to or render serviceadvice to, any business whose products
or activities compete in whole or in part with fleemer, current or currently contemplated produetactivities of the Company or any of its
subsidiaries, in any state of the United Statds any country in which the Company or any of itbsidiaries sells products or conducts
businessprovided, howeverthat Mr. Braun may purchase or otherwise acquréo (but not more than) one percent of any aéscuritie:

of any enterprise (but without otherwise participgtn the activities of such enterprise) if suelcurities are listed on any national or regional
securities exchange or have been registered uredting 12(g) of the Securities Exchange Act of 1@&amended. Mr. Braun agrees that
this covenant is reasonable with respect to itatitum, geographical area, and scope. During thechimpete Period, Mr. Braun will, within
ten days after accepting any employment, advis€trapany of the identity of any employer of Mr. Bna Receipt of the benefits provided
under Sections 1 and 2 is conditioned upon comgdidoy Mr. Braun with this Section 4.

5. Non-Solicitation; NonHire . For the Noncompete Period, Mr. Braun herebyegyteat he will not, directly or indirectly,
either for himself or any other person: (a) indocattempt to induce any employee of the Compargny of its subsidiaries to leave the
employ of the Company or such subsidiary, (b) inaay interfere with the relationship between th@rany and its subsidiaries and any
employee of the Company or any of its subsidiafigsemploy, or otherwise engage as an employéeependent contractor or otherwise, any
current or former employee of the Company or angsoubsidiaries, other than such former employdes have not worked for the
Company or any of its subsidiaries in the priomié@nths; (d) induce or attempt to induce any custoswgplier, licensee or business relation
of the Company or any of its subsidiaries to cesreg business with the Company or such subsidarin any way interfere with the
relationship between the Company and its subsetiaand any customer, supplier, licensee or busie&stion of the Company or any of its
subsidiaries; or (e) solicit the business of amg@e known to Mr. Braun to be a customer of the Gany or any of its subsidiaries, whether
or not Mr. Braun had personal contact with sucls@eywith respect to products or activities whiompete in whole or in part with the
former, current or currently contemplated produstactivities of the Company and its subsidiariethe products or activities of the
Company and its subsidiaries in existence or coplgied at the time of termination of Mr. Braun’spoyment. Receipt of the benefits
provided under Sections 1 and 2 is conditioned wgmonpliance by Mr. Braun with this Section 5.

6. Injunctive Relief. A breach of Mr. Braun’s obligations under Sectébor 5 hereof may not be one which is capable of
being easily measured by monetary damages ande@oastly, Mr. Braun specifically agrees that susttisns may be enforced by injunct
relief.

7. Governing Law; Severability This Agreement will be governed by, and congtraed enforced in accordance with, the
laws of the State of New York, without regard te ttonflicts of law principles thereof. If any pision of this Agreement is prohibited or
unenforceable in any jurisdiction, then such prioviswill, as to such jurisdiction, be ineffective the extent of such prohibition or
unenforceability without invalidating the remaining




provisions hereof, and any such prohibition or dameability in any jurisdiction will not invalidator render unenforceable such provision in
any other jurisdiction.

8. Withholding. The Company is authorized to withhold, or caiesee withheld, from any payment or benefit undhés t
Agreement the full amount of any applicable witlthog taxes or other applicable deductions.

9. Assignment; SuccessarsThis Agreement is personal to Mr. Braun and Bfaun shall not assign or transfer this
Agreement or any of his rights or obligations hewxdar. The provisions hereof will inure to the bignaf, and be binding upon, the respective
heirs, legal representatives and successors oBMun and each successor of the Company, wheth@ebger, consolidation, transfer of all
or substantially all of its assets or otherwise.

10. Entire Agreement; Amendment; WaivefThis Agreement contains the entire agreementd®i the parties with respect to
the subject matter hereof and supersedes all pgimements or understandings among the partiegegiiect thereto, except for (a) the
Employment Agreement dated April 3, 2000 between@bmpany and Mr. Braun as it relates to the treatrapon termination of
Mr. Braun’s employment of stock options grantedisetn the date of such agreement and March 31, 2008h provisions shall continue in
accordance with their terms with respect to suchksbptions; and (b) the Employment Agreement dajed 1, 2003, as amended June 9,
2006, between the Company and Mr. Braun as itaelat the treatment upon termination of Mr. Brawerigployment of stock options granted
between the date of such agreement and April 287 20hich provisions shall continue in accordand their terms with respect to such
stock options. This Agreement may be amendedronin@ted only in a writing signed by the partiesdte. The waiver by either party of a
breach of any provision of this Agreement by theeotparty must be in writing and will not operaiepe construed as, a waiver of any
subsequent breach by such other party.

IN WITNESS WHEREOF, the parties have duly exectliésl Agreement as of the date first above written.

VEECO INSTRUMENTS INC

By: /s/ Roger D. McDanig /s/ Edward H. Braui
Name: Roger D. McDaniel Edward H. Braut
on behalf of the
Board of Director:




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, Chief Executive Officer of Vedesiruments Inc., certify that:
1. | have reviewed this quarterly report on Form 1@€xhe period ended June 30, 2008 of Veeco Ingniminc.;
2. Based on my knowledge, this report does not comrtajnuntrue statement of a material fact or omgitée a material fact necessary

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

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

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disete controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

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

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

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

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

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

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

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

/s/ JOHN R. PEELE}
John R. Peele

Chief Executive Office
Veeco Instruments In
July 30, 200¢




Exhibit 31.Z

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

I, John F. Rein, Jr., Executive Vice President @hief Financial Officer of Veeco Instruments Inzertify that:

1.

2.

| have reviewed this quarterly report on Form 1@€xhe period ended June 30, 2008 of Veeco Ingniminc.;

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

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

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

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

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

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

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

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

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

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

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President and Chief Financial Offi
Veeco Instruments In

July 30, 200¢




Exhibit 32.1

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

In connection with the Quarterly Report of Veecstinments Inc. (the “Company”) on Form @Q0for the period ended June 30, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, John R.I@e€hief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 2% adopted pursuant to Section 906 of the Sask@mnley Act of 2002, that:

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

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

/s JOHN R. PEELEF
John R. Peele

Chief Executive Office
Veeco Instruments Ini
July 30, 200¢

A signed original of this written statement reqdil®y Section 906 has been provided to Veeco Ingnisninc. and will be retained
by Veeco Instruments Inc. and furnished to the B8eesiand Exchange Commission or its staff upauest.




Exhibit 32.2

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

In connection with the Quarterly Report of Veecstinments Inc. (the “Company”) on Form @Q0for the period ended June 30, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, John F.rRéi., Executive Vice President and
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. Section 1350, as adopted puoirso&ection 906 of the Sarbar@sley
Act of 2002, that:

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

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

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President and Chief Financial Offi
Veeco Instruments Ini

July 30, 200¢

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




