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VEECO INSTRUMENTS INC.
TERMINAL DRIVE
PLAINVIEW, NEW YORK 11803

July 2, 1997
Dear Stockholder:

You are cordially invited to attend a Special Megtof Stockholders of Veeco Instruments Inc. ("\@§¢o be held at 9:30 a.m. (E.S.T.) on
July 25, 1997, at the Corporate Center, 395 NoetlviSe Road, Lower Auditorium, Melville, New York.

At the Special Meeting, the stockholders of Vedbe (Veeco Stockholders") will be asked to consatet vote upon the proposed merger
(the "Merger") of Veeco Acquisition Corp., a nevitymed, wholly-owned subsidiary of Veeco ("Acquisit"’), with and into Wyko
Corporation, an Arizona corporation ("Wyko"), puastito the Agreement and Plan of Merger, dated Apal 28, 1997 (the "Merger
Agreement”), among Veeco, Acquisition and Wyko #relsecurityholders of Wyko. As a result of the st Wyko will become a wholly-
owned subsidiary of Veeco.

The Merger Agreement provides, among other thitigd,each issued and outstanding share of Classnn@®n Stock of Wyko will be
converted into the right to receive 10.182435 shétee "Conversion Ratio") of the common stock1$p@r value per share, of Veeco (the
"Veeco Common Stock™) upon consummation of the Merghe aggregate number of shares of Veeco Con8tawk to be issued to Wyko's
stockholders will represent a total of 2,863,818rek and approximately 33% of the total sharebefeeco Common Stock anticipated tc
outstanding immediately following the Merger. Ird@tn, pursuant to the Merger Agreement, holdérsuorently outstanding options to
acquire 13,375 shares of Wyko common stock wilehee options to acquire 136,190 shares of the V&momon Stock, which amount was
calculated on the basis of the Conversion Ratie. Nierger Agreement requires the approval of thecWetockholders. Veeco's Board of
Directors has unanimously approved the Merger Agerd, having determined that the acquisition of Wygkrsuant to the Merger
Agreement is fair and in the best interests of \degud the Veeco Stockholders. Veeco's financialsadvMontgomery Securities, has advi
Veeco that in its opinion, based upon certain apsioms, the consideration to be paid to the stolddrs of Wyko pursuant to the Merger
Agreement is fair to the Veeco Stockholders frofimancial point of view. If the Veeco Stockholdegprove the Merger, it is currently
anticipated that the Merger will be consummategdrasptly as practicable after the satisfactionertain conditions to the Merger. The
proposed Merger is described in the accompanyingyPstatement which includes a summary of the teshtke Merger and certain other
information relating to the proposed transactiaumge you to review carefully the Proxy Statemertt accompanying Appendices.

At the Special Meeting, the Veeco Stockholders aldb be asked to consider and vote upon (i) amdment to Veeco's Amended and
Restated Certificate of Incorporation (as amendathte, the "Certificate of Incorporation") to irase the number of shares of authorized
Veeco Common Stock from 9,500,000 shares to 25)000hares and (ii) an amendment to the Veecaumsints Inc. Amended and
Restated 1992 Employees Stock Option Plan (as asdeddate, the "Employees' Plan™) to increasatimber of shares of Veeco Common
Stock for which stock options may be granted purst@such plan from 1,226,787 shares to 1,426shares.

Your Board of Directors believes that the Mergengeresented to the Veeco Stockholders is in #st interests of the Veeco Stockholders
and unanimously recommends a vote "FOR" the MelNjaur Board of Directors also believes that appt@fdhe amendment to the
Certificate of Incorporation and the amendmenh®wEmployees' Plan is in the best interests o¥/#ero Stockholders and unanimously
recommends a vote "FOR" each of these proposals.

Your vote is very important. Whether or not you peesonally able to attend, it is important thatiyshares be represented at the meeting.
Accordingly, you are requested to sign, date atutmehe enclosed proxy promptly. If you do attenel Special Meeting, you may still revc
your proxy and vote in person. Your prompt cooperawill be greatly appreciate

Sincerely,

/'s/ EDWARD H. BRAUN
EDWARD H. BRAUN

CHAI RVAN, CHI EF EXECUTI VE
OFFI CER AND PRESI DENT



VEECO INSTRUMENTS INC.
TERMINAL DRIVE
PLAINVIEW, NY 11803

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
JULY 25, 1997

NOTICE IS HEREBY GIVEN that a Special Meeting ob&kholders (the "Special Meeting") of Veeco Instants Inc. ("Veeco") will b
held at 9:30 a.m. (E.S.T.) on July 25, 1997, atGbeporate Center, 395 North Service Road, Loweadithuium, Melville, New York for the
purpose of considering and acting upon the follgaimatters as set forth in the accompanying Proaje8tent:

1. To consider and vote on the proposed merger'kleeger") of Veeco Acquisition Corp., a newly foeah wholly-owned subsidiary of
Veeco ("Acquisition"), with and into Wyko Corporaiti, an Arizona corporation ("Wyko"), pursuant te thgreement and Plan of Merger,
dated as of April 28, 1997 (the "Merger Agreemerdijong Veeco, Acquisition and Wyko and the segtmitiders of Wyko. As a result of
the Merger, Wyko will become a wholly-owned subaigiiof Veeco.

2. To consider and vote upon a proposed amendmé&fagdco's Amended and Restated Certificate of paration, as amended to date, to
increase the authorized shares of Veeco's commok, .01 par value per share (the "Veeco CommoaokS), from 9,500,000 shares to
25,000,000 shares.

3. To consider and vote upon a proposed amendméiné¢ tVeeco Instruments Inc. Amended and Rest&@8d Employees' Stock Option
Plan, as amended to date, to increase the numistaods of the Veeco Common Stock for which stqtlons may be granted pursuant to
such plan from 1,226,787 shares to 1,426,787 shares

4. The transaction of such other business as napeply come before the Special Meeting or any adjments or postponements thereof.

Only stockholders of record at the close of busir@sJune 6, 1997 are entitled to notice of theciap®eeting. A certified list of
stockholders entitled to vote at the Special Megtiill be available for examination, during busisé®urs, by any stockholder for any
purpose germane to the Special Meeting for a periowt less than ten days immediately precedieg3pecial Meeting at the offices of
Veeco, Terminal Drive, Plainview, New York 11803.

By order of the Board of Directors,

/'s/ JOHN F. REIN, JR

JOHN F. REIN, JR
SECRETARY

July 2, 1997

ALL STOCKHOLDERS ARE CORDIALLY INVITED TO ATTEND THE SPECIAL MEETING. WHETHER OR NOT YOU INTEND TO
BE PRESENT, PLEASE COMPLETE, DATE, SIGN AND RETURME ENCLOSED PROXY CARD IN THE STAMPED AND
ADDRESSED ENVELOPE ENCLOSED FOR YOUR CONVENIENCH.GCKHOLDERS CAN HELP VEECO AVOID UNNECESSAR
EXPENSE AND DELAY BY PROMPTLY RETURNING THE ENCLOSEPROXY CARD. THE BUSINESS OF THE SPECIAL
MEETING TO BE ACTED UPON BY THE STOCKHOLDERS CANNOBE TRANSACTED UNLESS AT LEAST 50% OF THE
OUTSTANDING SHARES OF THE VEECO COMMON STOCK ARE RRESENTED AT THE SPECIAL MEETINC



TABLE OF CONTENTS

PROXY STATEMENT ....cooiiiiiiiiiiiiiiiiiiiiee i

PROPOSAL 1--THE MERGER..........ccccceiiiiiieenn.
Introduction...........ccoevveeeenninnnn.
The Parties to the Merger....
Background of the Merger...
Reasons for the Merger...........cccceeeennee.
Recommendation of Veeco's Board of Directors.....
Potential Effects of the Merger on the Veeco Stoc kholders and Veeco Stockholder Rights..............
Sales of Veeco Common Stock by the Stockholders o f Wyko May Have a Negative Effect on the Market for

Veeco Common StoCK.........cueeeeriieeeeenne

Opinion of Financial Advisor.....................
Accounting Treatment..........cccccccvvereennn.
Federal Income Tax Consequences of the Merger....
Market Price for Veeco Common Stock and Related S

THE MERGER AGREEMENT......ccceciiviiieeeee.
The Closing
ConditionS.......cooovvviiiiiiiiiieeeeee e

INFORMATION ABOUT VEECO........cc.coeivveeeinnn
Veeco's Business .
Recent Developments............occveeeeeiineen.
Industry Background..........c.ccccoeeeevinnne
Veeco's Products.....
lon Beam Systems............cocccvvvviviiienens
Surface Metrology Equipment......................
Industrial Measurement Equipment.................
Strategic Alliances............cccccvvvvveeenns
Sales and Service........ccocouveeeiiiiieeenne
CUSLOMENS...ccoiiiieiiiiiiiiiiieeeeeeeees
Engineering, Research and Development............
Manufacturing.........ccoccvvveveiineeenennnnnn.
Backlog.......ccvveiiiiiiieiiieee
Competition.........ccooiiieiiiiiiiiee s
Patents, Trademarks and Other Intellectual Proper
Environmental Matters............ccccccevunenn.
EMPIOYEES....coiiiiiiiiiiiiiie e
Facilities............... .
Legal ProceedingsS.........ccoeevvviiiivivinennns

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS OF VEECO

INFORMATION ABOUT WYKO......covvviveiieeeenennnnne
Wyko's BUSINesS...........ccccuvvnnnene
WYyKO'S Products..........ccceeeennns
Micro-Structure Measurements..
Macro-Contour Measurements.............cc...eee.




Angle and Distance Measurements.................. 46
Sales and Service........ccocouveeeiiiiineennne 46
Customers and End Users...........cccceeeeunee. 46
Engineering, Research and Development............ 47
Manufacturing.........cccccvveeveiineeeeennnnnns 47
Backlog 48
Competition 48
Patents, Trademarks and Other Intellectual Proper 48
Executive Officers and Key Employees............. 48
EMPIOYEES....cooiiiiiiiiiiiiiie e 49
Facilities................. 49
Legal Proceedings 50
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS OF WYKO......... 51
UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS. ..ottt 54
PROPOSAL 2--AMENDMENT TO THE CERTIFICATE OF INCORPCRATION TO INCREASE THE NUMBER OF AUTHORIZED SHARESOF
VEECO COMMON STOCK ....iiiiiiiiiieiiieaiiceee et 62
PROPOSAL 3--AMENDMENT TO THE VEECO INSTRUMENTS INC. AMENDED AND RESTATED 1992 EMPLOYEES' STOCK OPTION
PLAN ot 63
COMPENSATION. ...cooiiiaiiieaiee e 68
Executive Compensation.............. 68
Option Grants in Last Fiscal Year 69
Aggregated Option Exercises in Last Fiscal Year a 70
Director Compensation............ccceeeeenunnee. 70
Compensation Committee Interlocks and Insider Par ticipation.. 70
COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENEMN.........cccooviriiiennnn. 71
CUMULATIVE TOTAL RETURN OF VEECO, PEER GROUP AND NASDAQ MARKET INDEX.......ccccoiiiiiiiiieaiieenee. 73
SECURITY OWNERSHIP....ooiiiiiiiiiiieiieeniiee et 74
CERTAIN TRANSACTIONS . ...oi e e 75
COMPLIANCE WITH SECTION 16(a) OF THE SECURITIES EXC  HANGE ACT.....cooiiiiiiieniie e 75
INCORPORATION BY REFERENCE......ccciiiiiiiiiiiiiis ittt 76
OTHER MATTERS ...ttt e 76
FINANCIAL STATEMENTS OF VEECO INSTRUMENTS INC...... ciiiiiie et VE-1
FINANCIAL STATEMENTS OF WYKO CORPORATION. ....ccccie ettt WF-1

APPENDIX A--AGREEMENT AND PLAN OF MERGER

APPENDIX B--OPINION OF FINANCIAL ADVISOR

APPENDIX C-- RESOLUTION APPROVING AMENDMENT

TO CERTIFICATE OF INCORPORATION

APPENDIX D-- RESOLUTION APPROVING AMENDMENT TO VEEC O INSTRUMENTS INC. AMENDED AND RESTATED
1992 EMPLOYEES' STOCK OPTION PLAN



VEECO INSTRUMENTS INC.
TERMINAL DRIVE
PLAINVIEW, NY 11803

PROXY STATEMENT

This Proxy Statement is being furnished to theldtolters (the "Veeco Stockholders") of Veeco Instents Inc., a Delaware corporation
("Veeco"), in connection with the Special Meetirfgstockholders of Veeco (the "Special Meeting"ptoheld at 9:30 a.m. (E.S.T.) on July
25, 1997, at the Corporate Center, 395 North SerRigad, Lower Auditorium, Melville, New York. The@mpanying proxy is being
solicited by Veeco's Board of Directors (the "Boafdirectors") to be voted at the Special Meetamgl any adjournments or postponements
thereof.

The approximate date on which this Proxy Stateraadtthe accompanying proxy will first be mailedeeco Stockholders is July 2, 1997.

At the Special Meeting, the Veeco Stockholders béllasked to consider and vote upon the proposegemg@he "Merger") of Veeco
Acquisition Corp., a newly formed, wholly-owned sidiary of Veeco ("Acquisition™), with and into WgkCorporation, an Arizona
corporation ("Wyko"), pursuant to the Agreement &tah of Merger, dated as of April 28, 1997 (theetlyer Agreement"), among Veeco,
Acquisition and Wyko and the securityholders of WyRs a result of the Merger, Wyko will become aoli§rowned subsidiary of Veeco. A
copy of the Merger Agreement is attached to thaxiPiStatement as Appendix A.

The Merger Agreement provides, among other thithgd,each issued and outstanding share of Classnnn Stock of Wyko will be
converted into the right to receive 10.182435 shéfee "Merger Shares") of the common stock, $&xIvplue per share, of Veeco (the
"Veeco Common Stock™) upon consummation of the Merghe Merger Agreement also provides that eatstanding option to purchase
shares of Class A Common Stock or Class B CommockSitf Wyko under Wyko's 1986 employee stock opptam, by virtue of the Merge
will be assumed by Veeco and converted into thiet tig receive an option to purchase 10.182435 shafré¢eeco Common Stock (the
"Conversion Ratio"). The number of shares of thedteCommon Stock to be issued to stockholders déd/Will represent a total of
2,863,810 shares and approximately 33% of the sbtales of Veeco Common Stock anticipated to betanding immediately following the
Merger; in addition, options to purchase 136,1%rah of Veeco Common Stock will be issued to Wykaolsent optionholders. The Merger
Agreement requires the approval of the Veeco Stldéns. On June 26, 1997, the closing price oMéeco Common Stock on The
NASDAQ National Market ("NASDAQ") was $37.125. Vexs Board of Directors has unanimously approvedMbeger Agreement, havir
determined that the acquisition of Wyko pursuanthteMerger Agreement is fair and in the best gty of Veeco and the Veeco
Stockholders. Veeco's financial advisor, Montgonteegurities, has advised Veeco that in its opini@sed upon certain assumptions, the
consideration to be paid to the stockholders of @yursuant to the Merger Agreement is fair to tleedd Stockholders from a financial pc
of view. Representatives of Ernst & Young LLP ("Er& Young"), Veeco's independent certified puldlacountants for the year ended
December 31, 1996 and the year ending Decembdr9®Z, will be present at the Special Meeting angl make a statement if they so des
They also will be available to respond to apprdpriguestions. If the Veeco Stockholders approvévtbger, it is currently anticipated that
the Merger will be consummated as promptly as pralte after the satisfaction of certain condititmshe Merger. Other than the filings of
the Certificates of Merger (as defined in the Mer§greement) with the Secretary of State of thaeStd Delaware and the Arizona
Corporation Commission, as applicable, and thedibf this Proxy Statement, there are no applictdaleral or state regulatory requirements
which must be complied with or federal or staterappls which must be obtained in connection with therger.
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At the Special Meeting, the Veeco Stockholders aldb be asked to consider and vote upon (i) amdment to Veeco's Amended and
Restated Certificate of Incorporation (as amendathte, the "Certificate of Incorporation") to irase the number of shares of authorized
Veeco Common Stock from 9,500,000 shares to 25)000hares and (ii) an amendment to the Veecaumsints Inc. Amended and
Restated 1992 Employees' Stock Option Plan (as dedeto date, the "Employees’ Plan") to increasetimeber of shares of Veeco Common
Stock for which stock options may be granted purst@such plan from 1,226,787 shares to 1,426shares.

Accompanying this Proxy Statement is a notice ef$lpecial Meeting and a form of proxy solicitedtly Board of Directors. Proxies in the
accompanying form which are properly executed ang gtturned to Veeco and not revoked prior touvbting at the Special Meeting will be
voted as specified. If no contrary specificatiomiade and if not designated as broker non-votesshiares of Veeco Common Stock
represented by the enclosed proxy will be voted E@Rapproval of the Merger ("Proposal 1"), FORadberoval of the amendment to
Veeco's Certificate of Incorporation ("Proposal &id FOR the approval of the amendment to the Byapld Plan ("Proposal 3"). In additic
the shares of Veeco Common Stock represented tgnitiesed proxy will be voted by the persons nathetkin, in such persons' discretion,
with respect to any other business which may pigmeme before the Special Meeting or any adjoummier postponements thereof. Any
Stockholder giving a proxy has the power to revible any time prior to the voting by filing witihé Secretary of Veeco written notice of
revocation or a duly executed proxy bearing a ldége or by voting in person at the Special Meeting

The Board of Directors has fixed the close of besthon June 6, 1997 as the record date for therdatgion of Veeco Stockholders who are
entitled to receive notice of and to vote at thec Meeting. The holders of 50% of the voting powf all issued and outstanding shares of
Veeco Common Stock present in person, or repredéytproxy, shall constitute a quorum at the Spédeeting. An affirmative vote by a
majority of the votes cast at the Special Meetingfzsich a quorum is present is required for appro¥@ach of Proposals 1 and 3. An
affirmative vote of the holders of a majority oétbutstanding shares of the Veeco Common Stoclkeptesr represented by proxy, and
entitled to vote at the Special Meeting at whiafuarum is present is required for approval of Peap@.

On June 6, 1997, the record date for the Speciatiig, Veeco had outstanding 5,972,157 shares e €ommon Stock. Each share of
Veeco Common Stock is entitled to one vote witlpees to (i) the proposed Merger (Proposal

1), (ii) the proposed amendment to the Certifiedtincorporation (Proposal

2), (iii) the proposed amendment to the EmployB&st (Proposal 3) and (iv) any other matters tedied upon at the Special Meeting.

In accordance with the laws of the State of Delawahares represented by proxies marked as absteioii designated as broker non-votes
will be counted for purposes of determining a quar@hares represented by proxies marked as alostentill also be treated as present for
purposes of determining the outcome of a vote grmnaattter, but will not constitute a vote "for" adainst” any matter. Shares represented by
proxies designated as broker non-votes, howevdrmatibe treated as present for purposes of détémmthe outcome of a vote on any
matter.

To the extent that this Proxy Statement discusspsatations about market conditions or about maakeeptance and future sales of Veeco's
or Wyko's products, or otherwise makes statemdrdatahe future, such statements are forward-lapkind are subject to a number of risks
and uncertainties that could cause actual resulifffer materially from the statements made. THas#ors include the ability of Veeco to
complete the Merger, the cyclical nature of thesmasmory and semiconductor industry, risks assetiaith the acceptance of new prodi

by individual customers and by the marketplace, @hér factors discussed in the Business Descnipgtiml Management's Discussion and
Analysis sections of Veeco's Annual Report on Fa@¥K and Annual Report to Stockholders.
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PROPOSAL 1--THE MERGER
INTRODUCTION

The following discussion includes summary inforraatabout the Merger Agreement, a copy of whicliteched to this Proxy Statement as
Appendix A. The following information summariziniget terms of the Merger Agreement is expressly fiedlby reference to the full Merger
Agreement set forth in Appendix A. The followingnsnary is not a substitute for a careful readinthefMerger Agreement.

THE PARTIES TO THE MERGER

VEECO. Veeco, which was incorporated in Delawarg2989, acquired its business operations from a emythat was founded in 1945
under the same name. Veeco is engaged in the desigrufacture, marketing and servicing of a braael of precision ion beam systems and
surface metrology equipment used to test and maturamicroelectronic products for high-growth noiglectronic markets such as thin film
magnetic heads and advanced semiconductor dedceslbas for a broad range of industrial applimadi. Veeco sells its products worldwide
to many of the leading data storage and semiconduw@nufacturers. In addition, Veeco sells its piaid to companies in the flat panel
display and high frequency device industries, al ageto other industries, research and developmemnters and universities. Veeco's
manufacturing and research and development fasilidre located in Plainview, New York and SantébBiar, California. Global sales and
service offices are located throughout the UnitedeS, Europe, Japan and Asia Pacific. The exexoffices of Veeco are located at Term
Drive, Plainview, New York 11803, and its telephanenber is (516) 349-8300.

WYKO. Wyko, which was incorporated in Arizona in8% designs, manufactures and markets high-perfazeyanon-contact surface
metrology equipment and angle and distance measmtesystems for manufacturers in the data stossgeiconductor, machined surfaces,
research and optics industries. Utilizing propmgtaser and optical technology combined with aadeshsoftware and electronics, Wyko
instruments and systems enable manufacturersitease product yield and improve product qualitygbyerating precise, consistent
guantitative data on product defects during anek dffte manufacturing process. Wyko's products tilizad in production control, failure
analysis, prototype development and advanced m@seafyko's manufacturing and research and developfaeilities are located in Tucson,
Arizona with sales offices in Santa Clara, Califarand Chelmsford, Massachusetts and sales repa¢isen and distributors worldwide. The
executive offices of Wyko are located at 2650 Edgira Road, Tucson, Arizona 85706, and its telegghoumber is (520) 741-1044.

BACKGROUND OF THE MERGER

From time to time, Veeco has conducted prelimirgisgussions with numerous merger and acquisitiodidates who primarily manufacture
high precision test and measurement equipmenhémnticroelectronics industry. In September 1995|endttending Diskcon '95, a trade
show, in San Jose, California, Edward H. Braun,cééeChairman, Chief Executive Officer and Presidand James C. Wyant, Wyko's
President, exchanged general information about thiinesses. Both agreed that further discussiould be pursued.

During 1996, management of Wyko continued to meatt Wr. Braun as well as with representatives afesal other companies with similar
product lines to those of Veeco to discuss theipiig of a merger or acquisition. On March 25,98 Mr. Walter Scherr, a member of the
Board of Directors and a consultant to Veeco, mtt @r. Wyant at Wyko's headquarters in Tucsonz@mia to discuss the companies'
respective businesses and how they might compliesett other as part of a combined entity. Thesmuid$sons were followed by a meeting
in Tucson on April 10, 1996 between Mr. Braun and\yant during which they principally discussedteological developments being
worked on in the surface metrology area by eachetompanies and potential synergies that cosladltréom a merger or other business
combination. The two chief executive officers newt on August 19, 1996 at Veeco's
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headquarters in Plainview, New York during whichatissions on these topics were continued. Thehem et at the Diskcon '96 trade
show in San Jose, California on September 26, d986adiscussed the markets served by the respectimpanies and the advantages of
combining the two companies. On October 28, 1996,Bvaun, Mr. John F. Rein, Jr., Veeco's Vice Riest--Finance and Chief Financial
Officer, and Brian Bristol, a representative of ¥e's financial advisor, met at Wyko's headquantgtis Dr. Wyant to discuss the terms of a
preliminary merger proposal proposed by Veeco irclvthe Wyko stockholders would receive sharese#d6 Common Stock in exchange
for their shares of Class A Common Stock of WykbisTmeeting was followed by a meeting on Noveml@erl®96 in Las Vegas, Nevada
attended by Mr. Braun, Dr. Wyant, Ms. Esther J. &wort, a Director and Executive Vice PresideniMyko, and Mr. John B. Hayes, a
Director and Vice President of Wyko, at which tteetjes continued to discuss Veeco's preliminarppsal and developments in the
businesses of the respective companies. During#risd, Wyko continued to have discussions witleotompanies regarding a possible
merger or acquisition and did not officially respdn Veeco's preliminary proposal. Although Wykddhdiscussions with a number of
companies, it held serious discussions with oné sompany which were terminated when such othempamy announced it was to be
acquired by a third party.

In March 1997, representatives of Veeco's and Vyk@inagement commenced more serious discussitos gossible merger of the two
companies. On March 4, 1997, Mr. Braun and Dr. Wyaet at Veeco's headquarters to begin to refiagdims of a merger proposal. These
negotiations led to a jointly developed proposalting for Wyko to merge into Veeco in a transactthat would involve an exchange of
shares and which would be accounted for in accaalarth the "pooling of interests" method requilbgdOpinion No. 16 of the Accounting
Principles Board of the American Institute of Ciggtl Public Accountants. As a result of this pragpsn March 10, 1997, Veeco announced
that it had signed a letter of intent to acquireRd/lySubsequent to the announcement of the lettieterit, on March 14, 1997, representatives
of Veeco and Wyko, including Mr. Braun, Mr. Rein;. BVyant and Ms. Davenport met at Wyko's headqusttebegin negotiating the terms
of the Merger Agreement and to conduct businesdesgad due diligence reviews. Meetings continuedagnithe principals and their counsel
throughout March and April 1997 to continue duégeihce and to complete negotiations of the MerggeAment.

The jointly developed merger proposal resulted ftbemunderlying conviction of management of botle®#eand Wyko that the combination
of the two companies would create a very strongpesitor in the various markets historically senmdboth companies. The management
both companies also believe that major custometfseisemiconductor and data storage industriewg¢tiss other industries that the
companies service) are more willing to do significamounts of business with larger suppliers wieobatter able to provide worldwide
service and support than smaller companies andhbaherger will aid the combined company in tieigard. The combination will also give
each of the companies access to important techieslég bolster their product lines and accessdadlearch and development efforts of the
other. These mutually held convictions led to sfi@aiegotiations regarding the consideration tgail in a business combination between
the two companies. The parties jointly determirtedt the consideration to be received by the stddiens of Wyko would be shares of Veeco
Common Stock in a transaction that would be acalifdr as a pooling of interests. The final deteiatipn of the number of shares of Veeco
Common Stock to be issued was based upon the gaigarate views of the value of Wyko's contriyutd the combined company in the
future, the consideration paid in similar busineaasactions in the semiconductor equipment suiplystry and, ultimately, on what the
stockholders of Wyko would accept in exchange fieirtshares. On April 24, 1997, the Board of Dioestof Veeco approved the proposed
transaction and authorized management to execeitelénger Agreement.

REASONS FOR THE MERGER

The Board of Directors believes that the Mergen ithe best interests of the Veeco Stockholderstiaaidthe terms of the Merger are fair fr
a financial point of view to all of the Veeco Sthckkders. The



Board of Directors came to its conclusion basechupaumber of factors including the opinion of Mygarhery Securities, Veeco's financial
advisor, discussed below. See "Opinion of Finankdlisor."

The Board of Directors believes that the Mergeroissistent with Veeco's objectives and strategiggmin access to new markets, technolc
and products in order to maintain its competitiesipion and that the Merger will create a strongempany both from a financial and
operational viewpoint. The Board of Directors calesed a number of factors in reaching its detertiinahat the Merger is in the best
interests of the Veeco Stockholders. The Boarditddiors believes that the addition of Wyko's coempéntary product lines, manufacturing
capabilities, engineering, research and developpragrams, sales, marketing and management peissitinalow the combined company
to expand its market share in several of its protines and strengthen its position in the ovarallistry. The Board of Directors noted that
the Merger will extend Veeco's current surface olegy product line to include automated, non-contgutical testing systems and thus offer
Veeco's semiconductor and data storage custonuenmplete range of measurement technologies fod yiebrovement and integrated test
programs. The Board of Directors based its bebefshe rapid rate of growth in sales of Wyko's cgitproducts and the fact that the addition
of Wyko will allow for the marketing of Veeco's mhacts to Wyko's customers and the marketing of \ykooducts to many of Veeco's
customers. The Board of Directors determined tbditenal advantages would flow from a merger Wiflyko, including: (i) improving the
variety and diversity of the product line availahlidebe sold to customers of both companies beazfube diverse products produced by each
Company; (ii) expansion of Veeco's worldwide custoimase by the addition of Wyko's internationakeneers; (iii) enhancement of Veeco's
purchasing power with its suppliers because dhiteeased size and buying power; (iv) lesseningptiesent and future dependency on major
customers because of an increased customer bastrgvgthening and expanding customer servicesapdort; (vi) enhancement of Veeco's
research and development efforts; and (vii) Wykaisan resources, with numerous years of technigereence and strong academic
training, would be made available to Veeco andutstomers.

The Board of Directors also considered the poterisiks and disadvantages of the Merger. The Bo&mirectors considered the fact that a
large percentage of Wyko's sales are attributabled mass memory industry, as is the case witlt®.ekccordingly, Veeco's dependence on
the mass memory industry would increase as a rektlie Merger. The mass memory industry has blaracterized by cyclicality. The
industry has experienced significant economic dowrg at various times in the last decade, chaiaeteby diminished product demand,
accelerated erosion of average selling prices andugtion over-capacity. Due to increased depereglendhe mass memory industry, as a
result of the Merger,Veeco may experience greagog-to-period fluctuations in future operatingults due to general industry conditions
or events occurring in the general economy thariild otherwise experience. The Board of Direcids® considered the negative impact
Merger would have on the historical earnings parsiof the combined companies on a pro forma blastsyas convinced, based upon the
prospects of the companies, that the Merger woale la positive impact on earnings per share ifiutuge. The "Selected Pro Forma
Combined Financial Data" included elsewhere in Brizxy Statement demonstrates that the Merger woawe enhanced the earnings per
share of Veeco for the quarter ended March 31, 1997

In addition to the reasons discussed above undmssKkiound of the Merger"”, the board of director¥\fko believes that the Merger is in the
best interests of the stockholders of Wyko becéusi#l allow Wyko to gain access to new marketsyguct lines and major customers
(including IBM Corporation, Applied Magnetics Cogmd Texas Instruments) in the semiconductor atalstarage industries. In addition,
pursuant to the Merger the stockholders of Wykd reiteive a publicly traded security in exchangetfieir shares of Class A Common Stock
of Wyko.



RECOMMENDATION OF VEECO'S BOARD OF DIRECTORS

In view of the wide variety of factors consideraedcbnnection with its evaluation of the Merger, Bward of Directors did not find it
practicable to, and did not, quantify or otherwasiempt to assign relative weights to specificdexttonsidered in reaching its determination.
In addition, individual members of the Board of &itors may have given different weights to difféctors. All of the factors discussed
above regarding the advisability of the Merger weaeefully considered by Veeco's management anddBafaDirectors. Veeco entered into
the Merger Agreement because its Board of Direatoreluded that there are significant opportunitigggrowth in sales and earnings upon
integrating both companies' operations and thatetras of the transaction are fair from a finanpiaiht of view to and in the best interests of
the Veeco Stockholders. THE BOARD OF DIRECTORS UNKWRUSLY RECOMMENDS THAT THE VEECO STOCKHOLDERS
VOTE TO APPROVE THE MERGER AGREEMENT.

POTENTIAL EFFECTS OF THE MERGER ON THE VEECO STOCKH OLDERS AND VEECO STOCKHOLDER RIGHTS

Upon consummation of the Merger, the Veeco Stoadrslwill remain stockholders of Veeco, and thigihts as stockholders of Veeco will
continue to be governed by the Delaware Genergd@ation Law (the "DGCL"), Veeco's Certificate otbrporation and Veeco's Amended
and Restated By-Laws. Therefore, the rights oMéeco Stockholders after the Merger will be ideadtio their current rights.

Upon the consummation of the Merger, Edward H. Braill continue as Chairman of the Board, Chief &xté/e Officer and President of
Veeco. Pursuant to the Merger Agreement, Veecousél reasonable efforts to cause James C. Wyasident of Wyko, to be elected as a
member of the Board of Directors of Veeco. It istemnplated that the employees and executive offic€¥Wyko will remain with Wyko
following the Merger. The executive officers of \deewill remain unchanged.

As a result of the Merger, the stockholders of Wyikith own approximately 33% of the total sharesv@eco Common Stock anticipated to be
outstanding after the Merger and the Veeco Stocldrslwill own the remaining 67% of such shares. Wydo stockholders consist of three
individuals, Dr. Wyant, his wife, Louise Wyant (whans Wyko shares jointly with Dr. Wyant), and JdhrHayes, Vice President of Wyko.
As a result of the Merger, James C. Wyant and leowyant will jointly own approximately 24% and JoBnHayes will own approximately
9% of the total shares of Veeco Common Stock guaited to be outstanding after the Merger and doliely such individuals will be the
largest stockholders of Veeco. The Board of Directif Veeco determined that, while a significanbamt of the voting power of Veeco
would be held by two individuals as a result of iherger, this fact will also incentivize the Wyktwekholders and management to continue
their focus on Wyko's growth and on Wyko's futuoatcibution to Veeco's overall financial strengfsther J. Davenport, Executive Vice
President of Wyko, currently owns options to pusgha

(i) 9,375 shares of Class A Common Stock of Wykaraexercise price of $12.96 per share and (i)@Bghares of Class B Common Stock of
Wyko at an exercise price of $22.37 per share Rottkrto Constantakis, Vice President of Manufantudf Wyko, currently owns options to
purchase 1,000 shares of Class A Common Stock &o\Villyan exercise price of $22.19 per share, améach party to the Merger
Agreement. As a result of the Merger, the optiosis vy Ms. Davenport and Mr. Constantakis, all diah are currently exercisable, will be
converted into the right to receive options to pase 126,008 shares and 10,182 shares, respectii/#lgeco Common Stock.

The "Selected Pro Forma Combined Financial Dataluded elsewhere in this Proxy Statement demousttaat although the Merger would
have had a dilutive effect on the earnings peresbieeco for the fiscal years ended Decembel 336, 1995 and 1994, respectively, the
Merger would have enhanced the earnings per slidfeezo for the quarter ended March 31, 1997.
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SALES OF VEECO COMMON STOCK BY THE STOCKHOLDERS OF WYKO MAY HAVE A NEGATIVE EFFECT ON THE
MARKET FOR VEECO COMMON STOCK

The 2,863,810 shares of Veeco Common Stock tosoedsto the stockholders of Wyko will not be regiistl under the Securities Act of
1933, as amended (the "Securities Act"), when Hreyissued, and will be "restricted securities"arnfule 144 of the Securities Act.
Ordinarily, under Rule 144, a person holding ret#d securities for a period of one year may, ettlerge months, sell in ordinary brokerage
transactions or in transactions directly with akeamaker an amount equal to the greater of oneepenf Veeco's then outstanding shares
and the average weekly trading volume during the éalendar weeks prior to such sale. Sales okshaursuant to Rule 144 may have a
depressive effect on the market price of Veecoriaes!

In connection with the Merger, the stockholder$\bfko will be granted certain registration rightslwiespect to the shares of Veeco
Common Stock they receive in the Merger. See "THERGER AGREEMENT--Conditions--Registration RightSéle by the stockholders
of Wyko of shares registered for sale to the puplicsuant to an effective registration stateméed fivith the Securities and Exchange
Commission (the "Commission") could have a depvessffect on the market price of Veeco securitiesaddition, such registration rights
could adversely impact the ability of Veeco to edisnds through the issuance of equity in the utur

OPINION OF FINANCIAL ADVISOR

REVIEW AND ASSUMPTIONS. Pursuant to an engagemettiet dated April 25, 1997 (the "Engagement Lejtéréeco engaged
Montgomery Securities to render an opinion to VéeBwoard of Directors as to the fairness, frormarficial point of view, to the stockholde
of Veeco of the consideration to be paid in the déer Montgomery Securities is a nationally recogdifirm and, as part of its investment
banking activities, is regularly engaged in theuatibn of businesses and their securities in cdiorewith merger transactions and other
types of acquisitions, negotiated underwritingspselary distributions of listed and unlisted setesj private placements and valuations for
corporate and other purposes. Veeco selected MoraigoSecurities as its financial adviser on theshakits experience and expertise in
transactions similar to the Merger and its repatain the semiconductor and hard disk drive cagigalipment and investment communities.

Montgomery Securities delivered its written opiniorthe Board of Directors of Veeco, dated as oM, 1997, that the consideration to be
paid by Veeco pursuant to the Merger Agreementvthken as a whole, is fair to the stockholdergedco from a financial point of view,
of the date of the opinion. The amount of such Eration was determined pursuant to negotiati@iwden Veeco and Wyko and not
pursuant to recommendations of Montgomery Secariti limitations were imposed by Veeco on Montgon&ecurities with respect to the
investigations made or procedures followed in reingets opinion. THE FULL TEXT OF MONTGOMERY SECURIES' WRITTEN
OPINION TO VEECO'S BOARD OF DIRECTORS, WHICH SETORTH THE ASSUMPTIONS MADE, MATTERS CONSIDERED
AND LIMITATIONS OF REVIEW BY MONTGOMERY SECURITIES|S ATTACHED AS APPENDIX B TO THIS PROXY
STATEMENT AND IS INCORPORATED HEREIN BY REFERENCEND SHOULD BE READ CAREFULLY AND IN ITS ENTIRETY
IN CONNECTION WITH THIS PROXY STATEMENT. THE FOLLOWG SUMMARY OF MONTGOMERY SECURITIES' OPINION
IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE AW TEXT OF THE OPINION. MONTGOMERY SECURITIES'
OPINION IS ADDRESSED TO VEECO'S BOARD OF DIRECTORSILY AND DOES NOT CONSTITUTE A RECOMMENDATION
TO ANY VEECO STOCKHOLDER AS TO HOW SUCH STOCKHOLDEFRHOULD VOTE AT THE SPECIAL MEETING. IN
FURNISHING ITS OPINION, MONTGOMERY SECURITIES DID®IT ADMIT THAT IT IS AN EXPERT WITHIN THE MEANING OF
THE TERM "EXPERT" AS USED IN THE SECURITIES ACT, ORHAT ITS OPINION IS A REPORT OR VALUATION WITHIN HE
MEANING OF SECTION 11 OF THE SECURITIES ACT, AND S8TEMENTS TO SUCH EFFECT ARE INCLUDED IN
MONTGOMERY SECURITIES' OPINION. MONTGOMERY SECURIES HAS NOT ASSUMED RESPONSIBILITY FOR
PERFORMING THE LEVEL OF DILIGENCE OR INDEPENDENT \WHFICATION THAT WOULD BE REQUIRED FOR IT TO
RENDER A REPORT OR VALUATION FOR PURPOSES OF SUCB®R



Montgomery Securities has informed Veeco that fivieng at its opinion, Montgomery Securities, amartber things: (i) reviewed certain
publicly available financial and other data witlspect to Veeco and Wyko including the consolidditeahcial statements for recent years to
December 31, 1996 and the consolidated statememsame for interim periods to March 31, 1997 aedtain other relevant financial and
operating data relating to Veeco and Wyko madel@vai to Montgomery Securities from published searand from the internal records of
Veeco and Wyko; (ii) reviewed the financial ternmel@onditions of the Merger Agreement; (iii) revesshthis Proxy Statement as filed in
preliminary form with the Securities and Exchangarinission on April 29, 1997; (iv) reviewed certaublicly available information
concerning the trading of, and the trading marketthe Veeco Common Stock, (v) compared Wyko feofimancial point of view with
certain other companies in the semiconductor and digk drive capital equipment industry that Mamtgery Securities deemed to be
relevant; (vi) considered the financial terms e éxtent publicly available, of selected recersifess combinations of certain other
companies in the semiconductor and hard disk drgétal equipment industries that Montgomery S¢imsrdeemed to be comparable, in
whole or in part, to the Merger; (vii) reviewed agidcussed with representatives of the managenfi&fegaco and Wyko certain information
of a business and financial nature regarding VeatbWyko, furnished to Montgomery Securities by &eand Wyko, including financial
forecasts and related assumptions of Wyko, aneéwad and discussed with representatives of the geament of Veeco financial forecast:
Veeco prepared by Montgomery Securities on theshEfsissumptions provided by and with the assistafsuch representatives; (viii) made
inquiries regarding and discussed this Proxy Statenthe Merger and the Merger Agreement and otiagters related thereto with Veeco's
counsel; and (ix) performed such other analysesaadhinations as Montgomery Securities deemed apipte.

In preparing its opinion, Montgomery Securitiestased and relied upon the accuracy and completariedkfinancial and other information
reviewed by it for purposes of its opinion and dat assume responsibility for independent verifazabf any of such information. With
respect to the financial forecasts for Wyko prodide Montgomery Securities by its management aadittancial forecasts for Veeco
prepared on the basis of assumptions provided dyndth the assistance of its management, Montgor8enurities assumed for purposes of
its opinion that the forecasts have been reasomablyared on bases reflecting the best availatilaa&es and judgments of Veeco's and
Wyko's managements at the time of preparation #&setéuture financial performance of Veeco and Weghkd that they provide a reasonable
basis upon which Montgomery Securities can fornofimion. Montgomery Securities also assumed teietwere no material changes in
Veeco's or Wyko's assets, financial condition, lteaf operations, business or prospects sincdake of the last financial statements made
available to Montgomery Securities. Montgomery 3#ies relied on advice of counsel to Veeco adlittegal matters with respect to Veeco,
the Merger, the Proxy Statement and the Merger égsnt. In addition, Montgomery Securities did naetkeran independent evaluation,
appraisal or physical inspection of the assetsdividual properties of Veeco or Wyko and was mwhished with any such appraisals.
Further, Montgomery Securities' opinion was baseéa@nomic, monetary and market conditions exisismgf June 4, 1997 and on the
assumption that the Merger Agreement will be comaated in accordance with the terms thereof, witlaoytamendments thereto, and
without waiver by Veeco of any of the conditionsttoobligations thereunder.

Set forth below is a brief summary of selected ysed underlying Montgomery Securities' opinion.

COMPARABLE COMPANY ANALYSIS. Using public and othawailable information, Montgomery Securities detigred a range of
implied equity values for Wyko based on the muétfpbf the latest twelve months ("LTM") and estindai®97 revenues and earnings before
interest and taxes ("EBIT") and 1996 and estima&2y and 1998 net income at which the followingstdd semiconductor and hard disk
drive capital equipment companies were tradedrae 3,4 1997: Applied Materials, Inc., Cyberopticgfiawation, Electro Scientific Industries,
Inc., General Scanning Inc., Intevac, Inc., KLAttasnents



Corporation, Micrion Corporation, Speedfam Inteloradl, Inc., Ultratech Stepper, Inc., Uniphase @oagion, and Zygo Corporation (the
"Comparable Companies"). In its analysis, Montgon&ecurities deemed Zygo Corporation ("Zygo") talie company most comparable to
Wyko, based on the similarity of the two companisinesses and financial models. The June 3, 41@@K prices of the Comparable
Companies reflected the following multiple ranges:

1.0--9.5x LTM revenues; 0.9--6.5x estimated 19%2neies; 5.8--66.1x LTM EBIT; 5.5--36.1x estimat@91 EBIT; 11.7--74.4x 1996 net
income; 13.5-- 47.2x estimated 1997 net income;Jdhd--30.2x estimated 1998 net income. The JuA®%7 stock price of Zygo reflected
the following multiples: 4.4x LTM revenues; 3.0Xiggted 1997 revenues; 17.8x LTM EBIT; 14.9x estadal 997 EBIT; 28.5x 1996 net
income; 21.8x estimated 1997 net income; and 1&sfixnated 1998 net income. Montgomery Securitigpdieghthe foregoing multiples to t
applicable statistics for Wyko, excluded impliediiy values that, in their judgment, did not addqlyareflect the historical and potential
profitability and growth for Wyko, and relied maneavily on the multiples for Zygo, the most comsgacompany, resulting in an assessed
equity valuation range for Wyko of between $80.6 &440.0 million.

COMPARABLE TRANSACTIONS ANALYSIS. Montgomery Sectigs reviewed the consideration paid in the follogvacquisitions
involving semiconductor and hard disk drive capitaliipment companies: Advanced Technology Materiats/Lawrence Semiconductor
Laboratories, Inc.; Novellus Systems, Inc./ Varsociates, Inc. (Thin Films Systems Unit); Advathd@&chnology Materials, Inc./Advanc
Delivery & Chemical Systems Nevada, Inc.; Lam Rede&orporation/OnTrak Systems, Inc.; KLA Instrurtee@orporation/Tencor
Instruments Inc.; Millipore Corporation/Tylan Geakinc.; Applied Materials, Inc./ Opal, Inc.; Ajpgd Materials, Inc./Orbot Instruments
Ltd.; Zygo Corporation/Technical Instruments ComgaPlasma & Materials Technologies, Inc./Electrbtézjuipments Limited; General
Scanning Inc./ View Engineering, Inc.; Pacific $tiic Company/Met One, Inc.; Teradyne CorporatMagjatest Corporation; FSI
International, Inc./Applied Chemical Solutions; Geace Systems Corporation/EPRO; Hewlett-Packardpg@aogiVersatest, Inc.; and Tencor
Instruments/Prometrix Corporation. Montgomery Seias analyzed the consideration in such transastas a multiple of the target
companies' revenues, EBIT and net income for ttestawelve months ("LTM"). Such analysis yieldad following ranges of multiples: 0.9-
-4.6x LTM revenues, 8.3--23.8x LTM EBIT, and 1435-4x LTM net income. Montgomery Securities theplagal the foregoing multiples to
Wyko's revenues, EBIT and net income for the LTMeahMarch 31, 1997 and excluded values for traiwactnvolving companies that, in
their judgment, were less comparable to Wyko, tespuin an assessed equity valuation range for Wofkdmetween $60.0 and $120.0 million.

DISCOUNTED CASH FLOW ANALYSIS. Montgomery Securii@pplied a discounted cash flow analysis of Wykoancial forecasts for
1997 through 2001 prepared by Wyko's managemegbriducting such analysis, Montgomery Securitissiaed that Wyko would perform
in accordance with such forecasts. First, MontggnSarcurities calculated the estimated future steeafiree cash flows that Wyko would
produce through 2001. Second, Montgomery Secugséismated Wyko's terminal value at the end of 200&pplying multiples, derived in
part from the current LTM multiples of the CompdeaBompanies, ranging from 15.0x to 20.0x Wykotinested net income for 2001 and
multiples ranging from 11.0x to 15.0x Wyko's estiethEBIT for 2001. Such cash flow streams and teamralues were discounted to
present values using discount rates ranging frofd%2Q@o 30.0%, chosen to reflect different assumnmgtieegarding Wyko's cost of capital.
Based upon this analysis, Montgomery Securitieessesl a range of equity values for Wyko of betvg80.0 and $150.0 million.

PRICE/EARNINGS TO GROWTH ANALYSIS. Montgomery Settigs reviewed the 1997 and 1998 price/earning&"Rmultiples as a
percentage of the forecasted thredite-year earnings growth rate ("secular growtle'fator each of the Comparable Companies to detes
the implied P/E multiple for Wyko based on an assdrsecular growth rate. Such analysis yielded ansae P/E multiple as a percentage of
growth rate for the Comparable Companies of 75.004997 and 55.6% for 1998. Montgomery Securitiehtapplied the foregoing
percentages to an assumed secular growth rateyko \of 30.0% to yield
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implied P/E multiples for Wyko of 22.5x for 1997ch6.7x for 1998 and applied such multiples to Wylastimated net income for 1997 and
1998. Montgomery Securities also performed a Seitgiinalysis using assumed growth rates rangiognf20.0% to 35.0%. Based upon this
analysis, Montgomery Securities assessed a rangguitfy values for Wyko of between $110.0 and $Q4%illion.

CONTRIBUTION ANALYSIS. Wyko stockholders will rece2 approximately 33% of the total shares outstapdirthe combined compan
after the Merger is completed. To compare this aahip percentage to the relative contribution miadde combined company, Montgom
Securities analyzed the contribution of each ofdéeznd Wyko to certain income statement itemsHerdombined company on a pro forma
basis. This analysis showed, among other things, dssuming no revenue enhancements or cost saiisgng from the combination of the
two companies, Wyko would contribute 17.6%, 20.59 20.9%, respectively, to LTM, estimated 1997 asiimated 1998 revenues, and
31.0%, 36.6% and 34.1%, respectively, to LTM, eatiad 1997 and estimated 1998 net income, and vimuittcretive to Veeco's estimated
1997 net income and estimated 1998 net income8% and 1.8%, respectively.

No company or transaction used in the analysesitdescunder the headings "Comparable Company Aisaly$Comparable Transactiol
Analysis" or "Price/Earnings to Growth Analysis"asomparison is identical to Wyko or the Mergeccérdingly, an analysis of the results
of the foregoing is not simply mathematical; rathieinvolves complex considerations and judgmeotscerning differences in financial and
operating characteristics of the companies, trdiweacand other factors that could affect the putshding value of the companies and
transactions to which Wyko and the Merger are bemgpared.

The summary set forth above does not purport @ d@mplete description of the analyses performeMbgtgomery Securities in connection
with the rendering of its opinion. The preparatadra fairness opinion necessarily is not susceptiblpartial analysis or summary description.
Montgomery Securities believes that its analysesthe summary set forth above must be consideradid®le and that selecting portions of
its analyses and of the factors considered, witbonsidering all such analyses and factors, worddte an incomplete view of the analyses
performed by Montgomery Securities in connectiothwendering its opinion. In addition, Montgomerngcarities may have given various
analyses more or less weight than other analysesnay have deemed various assumptions more opiebable than other assumptions, so
that the ranges of valuations resulting from anyipalar analysis should not be taken to be MontgonSecurities' view of the actual value
Veeco, Wyko or the combined company.

In performing its analyses, Montgomery Securitieglmnumerous assumptions with respect to industifpimance, general business and
economic conditions and other matters, many of waie beyond the control of Veeco or Wyko. The ys&d performed by Montgomery
Securities are not necessarily indicative of acta#ties or actual future results, which may beifcantly more or less favorable than
suggested by such analyses. Such analyses werrgadegplely as part of Montgomery Securities' asialgf the fairness, from a financial
point of view, to Veeco of the consideration todagd in the Merger and were provided to Veeco'sr8ad Directors in connection with the
delivery of Montgomery Securities' opinion. The lgsas do not purport to be appraisals or to refleetprices at which a company might
actually be sold or the prices at which any seiasrinay trade at the present time or at any tintearfuture. Montgomery Securities used in
its analyses various projections of future perfarogaprepared by the managements of Veeco and Wieoprojections are based on
numerous variables and assumptions which are intignenpredictable and must be considered not iceofaoccurrence as projected.
Accordingly, actual results could vary significanfitom those set forth in such projections.
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FEES AND OTHER ARRANGEMENTS. Pursuant to the Engaget Letter, Montgomery Securities will receivesa bf $175,000 for the
delivery of Montgomery Securities' opinion. No pontof Montgomery Securities' fee is contingentmjgonsummation of the Merger. Veeco
has also agreed to reimburse Montgomery Secufitiats reasonable out-of-pocket expenses. The gemant Letter also provides that, for a
period of one year after the date of the Engagenpettér, Montgomery Securities has the right dftfiefusal to act as a managing underw

or placement agent of a public offering or prival@cement of debt or equity securities of Veecas®ant to a separate letter agreement,
Veeco has agreed to indemnify Montgomery Securitiesaffiliates, and their respective partnersectiors, officers, agents, consultants,
employees and controlling persons against ceriailities, including liabilities under the federsdcurities laws.

In the ordinary course of its business, Montgong&eygurities actively trades securities of Veecadtlown account and for the accounts of
customers and, accordingly, may at any time hdtthg or short position in such securities.

ACCOUNTING TREATMENT

It is intended that the Merger will be accountedds a pooling of interests for accounting andrfaial reporting purposes. The assets and
liabilities of Veeco and Wyko will be carried forvehat their historical book values. The reportetbime of Veeco and Wyko for prior peric
will be combined and restated as income for thelinad company. As a result, financial statementisb&ipresented on a single combined
basis on both a prospective and historical basisst® Young has delivered a letter to Veeco, daiteddate of this Proxy Statement,
regarding its concurrence with the conclusiondefrhanagements of Veeco and Wyko, respectivelly dee appropriateness of pooling of
interests accounting for the Merger under Accounkminciples Board Opinion No. 16 if the Mergec@summated in accordance with the
Merger Agreement. The receipt of this letter i9adition to the obligations of Veeco, AcquisitiomdaWyko to consummate the Merger.

FEDERAL INCOME TAX CONSEQUENCES OF THE MERGER

It is a condition to the obligations of Veeco ancdisition under the Merger Agreement that Veedal $tave received the opinion of Kaye,
Scholer, Fierman, Hays & Handler, LLP dated thes®ig Date, and it is a condition to the obligation$Vyko under the Merger Agreement
that Wyko shall have received the opinion of Marnis Foerster LLP dated the Closing Date, in eaadedo the effect that (i) the Merger
will be treated for federal income tax purposea asorganization within the meaning of Section 3$8&f the Internal Revenue Code of 1986,
as amended, and the rules and regulations pronedldglaereunder (the "Code") and (ii) Veeco, Acqigritand Wyko will each be a party to a
reorganization within the meaning of Section 36&(ihe Code. Consistent with these opinions, gigain or loss will be recognized by
Veeco, the Veeco Stockholders, Acquisition or Wyglkaa result of the Merger, (ii) no gain or losd v recognized by the stockholders of
Wyko upon the conversion of their shares of Clagdofnmon Stock of Wyko into shares of Veeco Commimtl§ except in respect of cash,
if any, received in lieu of fractional share int&se

(iii) the basis to the stockholders of Wyko of 8feres of Veeco Common Stock received pursuahet®erger will be the same as that of
the Class A Common Stock of Wyko exchanged thereéoluced by any basis allocable to any fractishate interest in Veeco Common
Stock treated as sold or exchanged under Secti@mwf3the Code, as described in clause (v) below tifie holding period for the shares of
Veeco Common Stock received by the stockholdeWyio pursuant to the Merger, including any fractibshare interests, will include the
period for which the shares of Class A Common Stifdk/yko exchanged therefor were held, provided sugh shares were held as capital
assets at the time of the exchange and (v) anyreasived by a stockholder of Wyko in lieu of angdtional share interest in Veeco Comr
Stock will be treated as follows: (A) such Wykodktholder will be deemed to have received solelyeshaf Veeco Common Stock, includi
fractional shares, for his or her Class A Commartisbf Wyko, and then (B) the cash received wiltigated as

11



received in a distribution in redemption of thecfranal share interest in Veeco Common Stock dedrseebd to the Wyko stockholder,
subject to the provisions of Section 302 of the €dstccordingly, a stockholder of Wyko generallylw@écognize capital gain or loss in an
amount equal to the difference between the amducash received and the basis of any fractionaleshmerest in Veeco Common Stock
deemed surrendered in exchange therefor (provideld \Wyko stockholder held the surrendered Clasom@on Stock of Wyko as a capital
asset).

MARKET PRICE FOR VEECO COMMON STOCK AND RELATED STO CKHOLDER MATTERS

The Veeco Common Stock is quoted on NASDAQ undestimbol "VECQO". The 1997, 1996 and 1995 high awddlosing prices are as
follows:

1997 1996 1995
HIGH LOW HIGH LOW HIGH LOW
First Quarter ———— e $ 3138 $ 2188 $ 1563 $ 11.13 $ 15.00 $ 7.75
Second Quarter............cccoveeriecineene 41.50* 25.75* 19.25 1250 20.25 12.75
Third Quarter.... . .- - 15.00 9.88 30.00 15.25
Fourth Quarter........ccccoooeiviiiicceeee. -- - 22.00 11.38 27.00 13.50

* Information through June 26, 1997.

On March 7, 1997, the trading day preceding itdipimnouncement of the proposed Merger, the highlaw sale prices for the Veeco
Common Stock on NASDAQ were $25.00 and $24.50 eetsgely. On June 26, 1997, the closing price lfier W¥eeco Common Stock on
NASDAQ was $37.125. As of June 6, 1997, Veeco hmtaximately 97 stockholders of reco

Veeco has not paid dividends on its Common Stoelecd intends to retain future earnings, if anytierdevelopment of its business and,
therefore, does not anticipate that the Board oé&dors will declare or pay any dividends on Ve€oonmon Stock in the foreseeable future.
In addition, the provisions of Veeco's current dréatility limit Veeco's ability to pay dividend§.he Board of Directors will determine future
dividend policy based on Veeco's results of openatifinancial condition, capital requirements attter circumstances.

THE MERGER AGREEMENT

The Merger will be consummated in accordance vhighterms and conditions set forth in the Mergereggnent. The following summary of
the Merger Agreement is qualified in its entirefyribference to the Merger Agreement, a copy of tvisattached hereto as Appendix A and
is incorporated herein by reference.

THE CLOSING

The closing of the Merger (the "Closing") is schiedito occur on the second business day followtregdtay on which the last of the
conditions to the obligations of the parties tosianmate the transaction are fulfilled or waivedwch other date as the parties to the Merger
Agreement determine, but in no event later tharte®eper 30, 1997, or such later date as the paditt®e Merger Agreement may agree (the
"Closing Date").

It is anticipated that immediately prior to the Iger there will be 281,250 shares of Wyko capitatktssued and outstanding which will be
converted into the right to receive 2,863,810 shaféd/eeco Common Stock.

The total of 2,863,810 shares to be issued purgodhe Merger Agreement will represent approxiyaB8% of the total shares of Veeco
Common Stock anticipated to be outstanding after th
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Merger. The stockholders of Wyko consist of thregividuals, James C. Wyant, President of Wykowifs, Louise Wyant (who owns
206,250 shares of Class A Common Stock of Wykalpinith Mr. Wyant), and John B. Hayes, Vice Presitof Wyko (who owns 75,000
shares of Class A Common Stock of Wyko). As a tasfuthe Merger, James C. Wyant and Louise Wyalitjgintly own 2,100,127 shares
Veeco Common Stock and John B. Hayes will own 7&3 ghares of Veeco Common Stock or approximatedg adad 9%, respectively, of
the total shares of Veeco Common Stock anticipttdae outstanding after the Merger. Esther J. DpwdgnExecutive Vice President of
Wyko, currently owns options to purchase

(i) 9,375 shares of Class A Common Stock of Wykaraexercise price of $12.96 per share (the "Dawerflass A Options") and (ii) 3,000
shares of Class B Common Stock of Wyko at an esenuiice of $22.37 per share (the "Davenport (BaSptions"), and Roberto
Constantakis, Vice President of Manufacturing ofRéycurrently owns options to purchase 1,000 shafr€ass A Common Stock of Wyko
at an exercise price of $22.19 per share (the "@atekis Options"), and are each party to the Mefggeement. As a result of the Merger,
the Davenport Class A Options, the Davenport CBa&ptions and the Constantakis Options will be @sted into the right to receive optic
to purchase 95,461 shares, 30,547 shares and 1€ha83s, respectively, of Veeco Common Stock, etaise prices of $1.27 per share, $2.20
per share and $2.18 per share, respectively. Tére stmounts were calculated on the same basig &vthversion Ratio. The exercise prices
of the options to purchase shares of Veeco ComnmrkSvere calculated to make them substantiallynendcally equivalent to the exercise
prices of the Davenport Class A Options, the DawvenPlass B Options and the Constantakis Optiespectively. The options to purchase
shares of Veeco Common Stock will represent thiet tigg purchase approximately 1.54% of the totatehaf Veeco Common Stock
anticipated to be outstanding after the Mergerl(itiag the shares to be issued upon exercise ¢f gpiions). The Conversion Ratio
(10.182435 for 1) was based on arm's length neguotmbetween Wyko and Veeco. Based on an assuragdetiprice of $37.125 for each
share of Veeco Common Stock (the closing pricdvefMeeco Common Stock on NASDAQ on June 26, 198&)3,000,000 shares to be
issued to Wyko securityholders in the Merger (idahg the shares issuable upon exercise of thergptieferred to above) would have a value
of $111,375,000.

CONDITIONS

CONDITIONS TO OBLIGATIONS OF VEECO AND ACQUISITIONThe obligation of Veeco and Acquisition to consuatenthe Merger

is subject to the fulfillment or waiver by Veeca or prior to the Closing Date, of the followingnzhitions, among others: (i) the
representations and warranties, as set forth iVigrger Agreement, made by Wyko shall have beemitrall material respects on and as of
the Closing Date; (ii) each of Wyko's obligatiomxler the Merger Agreement shall have been perfoimatl material respects on or prior to
the Closing Date; (iii) no investigation, suit, iact or injunction or final judgment relating thevethall be pending or threatened by any public
authority or private person before any court, agemcadministrative body in which it is sought &strain or prohibit or to obtain damages or
other relief in connection with the Merger Agreementhe consummation of the transactions conteragltnereby; (iv) except as otherwise
provided in the Merger Agreement, no holder of @i to purchase Wyko's Class A Common Stock ors@aSommon Stock (collectively,
the "Wyko Common Stock") shall have the right tqaice any interest in Wyko, Acquisition or Veecoeafthe effective time of the Merger;
(v) all licenses and other consents or approvagpuérnmental entities or third parties necessargdnsummation of the Merger shall have
been obtained; (vi) on or prior to the date on Whtus Proxy Statement is first mailed to Veecoc&htmlders, a fairness opinion to the effect
that the Merger is fair from a financial point oéw to the Veeco Stockholders shall have been deavby Montgomery Securities and such
firm shall not have withdrawn such fairness opinfaich condition has been fulfilled); (vii) on prior to the date on which this Proxy
Statement is first mailed to Veeco Stockholdergddeshall have received a letter from Ernst & Yquiated the date of this Proxy Statem
regarding its concurrence with the conclusiondefrnanagements of Veeco and Wyko, respectivelly dee appropriateness of pooling of
interests accounting for the Merger under AccougnBminciples Board Opinion No. 16 if the
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Merger is consummated in accordance with the Medgeeement (which condition has been fulfilled)iiijvno holder of outstanding Wyko
Common Stock shall have validly elected, pursuamrizona law, to demand an appraisal; (ix) no mat@adverse change shall have
occurred, nor shall there exist any condition whiohld reasonably be expected to result in suclatenmal adverse change, in the assets,
properties, condition (financial or otherwise), gwects or results of operations of Wyko's busifress the date of the Merger Agreement to
the Closing Date; (x) the approval of the Mergereéament and the Merger by the Veeco Stockholdetstanstockholders of Wyko shall
have been obtained:;

(xi) Veeco shall have been reasonably satisfietl itstdue diligence review of Wyko's assets, litibs, business, contracts, financial
statement and information, cash flow and prospehbish condition shall be deemed fulfilled unlesstt@n notice is given to Wyko by Veeco
on or prior to the date on which this Proxy Statetig first mailed to the Veeco Stockholders (whicmdition has been fulfilled); (xii) an
opinion of Morrison & Foerster LLP shall have batslivered to Veeco and Acquisition; (xiii) eachtbé affiliates of Wyko (as defined in tl
Merger Agreement) shall have entered into an aféb agreement; (xiv) Veeco shall have receivegpamion of Kaye, Scholer, Fierman,
Hays & Handler, LLP, to the effect that the Mergélt constitute a reorganization within the meanofgSection 368(a) of the Code, and
Veeco, Acquisition and Wyko will each be a partyateeorganization within the meaning of Section(Bp®f the Code; and (xv) each of the
Certificates of Merger (as defined in the Merger@ament) shall have been accepted for filing byAtirzona Corporation Commission and
the Secretary of State of the State of Delawarapa$icable.

Veeco has no present intention of waiving any efdbnditions to the obligations of Veeco and Acttjigis to consummate the Merger.
However, if Veeco decides to waive any such cooditind management of Veeco believes that the éafitusatisfy such condition would
have a material adverse economic impact on thed/8tmckholders, Veeco would resolicit proxies frdeeco Stockholders.

CONDITIONS TO OBLIGATIONS OF WYKO. The obligatiorf &Vyko to consummate the Merger is subject to thiliment or waiver, on
or prior to the Closing Date, of the following cadtmmhs, among others: (i) Veeco's and Acquisitiorjsresentations and warranties, as set
forth in the Merger Agreement, shall have been inwedl material respects on and as of the Clofiatg; (ii) each of Veeco's and
Acquisition's obligations under the Merger Agreeirsdrall have been performed in all material respentor prior to the Closing Date; (iii)
no investigation, suit, action or injunction ordljudgment relating thereto shall be pending oedtened by any public authority or private
person before any court, agency or administratoaybin which it is sought to restrain or prohibitto obtain damages or other relief in
connection with the Merger Agreement or the consation of the transactions contemplated thereby;aliMicenses and other consents or
approvals of governmental entities or third partiesessary for consummation of the Merger shalkteeen obtained; (v) on or prior to the
date on which this Proxy Statement is first matte&/eeco Stockholders, Veeco shall have receivetter from Ernst & Young, dated the
date of this Proxy Statement, regarding its corange with the conclusions of the managements oé&aad Wyko, respectively, as to the
appropriateness of pooling of interests accourftinghe Merger under Accounting Principles Boardr@gn No. 16 if the Merger is
consummated in accordance with the Merger Agreeifedtith condition has been fulfilled); (vi) no metd adverse change shall have
occurred, nor shall there exist any condition whiohld reasonably be expected to result in sucltemal adverse change, in the assets,
properties, condition (financial or otherwise), gwects or results of operation of Veeco's busifress the date of the Merger Agreement to
the Closing Date; (vii) the approval of the Merggreement and the Merger by the Veeco Stockholaetsthe stockholders of Wyko shall
have been obtained; (viii) Wyko shall have beesoeably satisfied with its due diligence reviewwaeco's assets, liabilities, business,
contracts, financial statement and informationhdéswv and prospects which condition shall be degfofilled unless written notice is given
to Veeco by Wyko on or prior to the date on whikis fProxy Statement is first mailed to the Veeaacktolders (which condition has been
fulfilled); (ix) Veeco shall have entered into @jistration rights agreement with the stockholddré/gko; (x) each of the affiliates of Veeco
(as defined in the Merger Agreement) shall haveredtinto an affiliates agreement; (xi) Wyko stnale received an opinion of Kaye,
Scholer, Fierman, Hays & Handler, LLP; (xii) Wyko
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shall have received an opinion of Morrison & Foerdtl P, to the effect that the Merger will constita reorganization within the meaning of
Section 368(a) of the Code, and Veeco, Acquisidind Wyko will each be a party to a reorganizatidgthivw the meaning of Section 368(b) of
the Code; and (xiii) each of the Certificates ofrlylr (as defined in the Merger Agreement) shalkhasen accepted for filing by the Arizona
Corporation Commission and the Secretary of SthtleeoState of Delaware, as applicable.

REGISTRATION RIGHTS. In connection with the Merg#hre stockholders of Wyko will receive certain piggck and demand registration
rights with respect to the Merger Shares. Durirgyfitst year following the Closing, the stockholslef Wyko will be entitled to exercise their
piggyback registration rights and prohibited frorereising their demand registration rights. Theteyathe stockholders of Wyko will be
permitted to exercise both their piggyback and dehragistration rights. The Wyko stockholders maguire Veeco to effect one (1)
"demand" registration. With respect to the demagistration rights, the Wyko stockholders will beriitted to offer for public sale, an
amount equal to 25% of the Merger Shares helddht 8me by all of the Wyko stockholders. At any éimafter January 1, 1998, the Wyko
stockholders may also request that Veeco use stsafforts to file with the Commission a "shelfjistration statement under the Securities
Act for the offering on a continuous or delayedi®as the future of up to 1,500,000 Merger Shavesi¢h registration statement may become
effective after the date on which the audited faiahstatements of Veeco and its subsidiariesterfiscal year ended December 31, 1997 are
issued, and continuing in effect for a period oto®0 days thereafter). Veeco will bear all exgsnscident to the registration of such she
excluding underwriters' discounts and commissions.

CERTAIN COVENANTS. Wyko has agreed that, prior te tClosing, it will, among other things: (i) permgasonable access to, and
investigation of, its properties and books and m@g(ii) conduct its and its subsidiaries' busiiesthe usual, regular and ordinary course in
substantially the same manner as theretofore coaduo pay and to cause its subsidiaries to paysdnd tax when due, to preserve its and
its subsidiaries' business organization and togpvesits and its subsidiaries' relationships witetomers, suppliers, distributors, licensors,
licensees and others having business dealingsitvathts subsidiaries; (iii) except as permittedthe Merger Agreement, abstain from taking
any action, other than in the ordinary course d@fitess, as a result of which it is reasonably yikkeat, among other things, (a) Wyko's
authorized or issued capital stock will change Wiyko's Certificate of Incorporation or By-Laws ile amended, (c) salary, benefits or
compensation to any stockholder, director, offimeemployee will be paid or increased, (d) any Whkaefit plan will be adopted, amended
or payments thereunder increased, (e) any aspetperty of Wyko will be destroyed, (f) any matédantract with Wyko will be materially
amended, renewed or terminated, (g) a materiat asgeoperty of Wyko will be sold, leased or othiése disposed, (h) long-term debt of
Wyko will be incurred or assumed in excess of $20,Eh) a claim, liability or obligation of Wyko Wbe paid, discharged or satisfied other
than in the ordinary course, (i) any material ckion rights of Wyko will be cancelled or waived, gny accounting method used by Wyko
will materially change or (k) Wyko will merge or isolidate with or into any other person; (iv) @t declare or pay any dividends or make
any other distributions in respect of its capitatg, (b) accelerate, amend or change the periex@fcisability or vesting of options or other
rights granted under its employee stock plansmctbr stock plans or (c) take any action which Manterfere with Veeco's ability to
account for the Merger as a pooling of interestsuge its best efforts to obtain consents of atspns and governmental entities necessal
the consummation of the Merger; (vi) comply inragly fashion with the requirements of all enviromtad laws applicable to the transfer of
its business; (vii) file or cause to be filed otinaely basis all tax returns of Wyko and each sfsitibsidiaries; (viii) notify Veeco of (a) any
event, condition or circumstance that would contgif violation or breach of the Merger Agreementould constitute the non-satisfaction
of the conditions set forth in the Merger Agreeniétite same were to continue to exist as of thesidly Date or (b) any event, occurrence or
transaction that would have been required to baatied in any schedule or statement delivered uheeMerger Agreement had such
occurrence existed as of the date of the Mergeeément; (ix) cause all indebtedness owed to Wykartyyaffiliate (as defined in the Merc
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Agreement) (other than wholly-owned subsidiarief)é paid in full prior to Closing; (x) not (a) &t or entertain any third-party offers
relating to the acquisition of any Wyko capitalct@r all or any substantial portion of Wyko's mesis or (b) participate in any discussions or
negotiations with any third party relating thergpa) terminate and not grant any additional opsiamder the Wyko employee stock option
plan; (xii) provide Veeco with an affiliates agreemh from each affiliate of Wyko (as defined in tlerger Agreement) on or before May 5,
1997; and (xiii) use its best efforts to do alhilg necessary to consummate the Merger.

Veeco has agreed that, prior to the consummatidheofMerger, it will, among other things: (i) cortlits business in the usual, regular and
ordinary course in substantially the same mannénexgtofore conducted, to pay and to cause itsidialnies to pay debts and tax when due,
to preserve its and its subsidiaries' businessnimgtion and to preserve its relationship with oostrs, suppliers, distributors, licensors,
licensees and others having business dealingsitvathts subsidiaries; (ii) not do, cause or pdrinor any of its subsidiaries to do, cause or
permit (a) subject to the matters contemplatechis/Rroxy Statement, any amendments to its Ceatdiof Incorporation or By-Laws, (b)
issue, deliver or authorize any shares of its ehptbck, (c) declare or pay any dividends or meke other distributions in respect of its
capital stock, (d) subject to the matters contetegldy this Proxy Statement, accelerate, amentiamge the period of exercisability or
vesting of options or other rights granted undeeinployee stock plans or director stock plangptake any action which would interfere
with Veeco's ability to account for the Merger gsomling of interests; (iii) use its best effortsabtain consents of all persons and
governmental entities necessary for the consummafithe Merger; (iv) file or cause to be filed @timely basis all tax returns of Veeco and
each of its subsidiaries; (v) notify Wyko of

(a) any event, condition or circumstance that waaldstitute a violation or breach of the Merger @gment or would constitute the non-
satisfaction of the conditions set forth in the lywr Agreement if the same were to continue to exdsif the Closing Date or (b) any event,
occurrence or transaction that would have beeninedjto be disclosed in any schedule or statemeliteded under the Merger Agreement
had such occurrence existed as of the date of grgéi Agreement; (vi) take all action necessatyaio a meeting of its stockholders to
consider and vote upon the Merger and prepareikna proxy statement to be used in connectiorethigh; (vii) use its reasonable efforts to
cause James Wyant to be elected as a member Bb#rd of Directors of Veeco; (viii) take all necagssteps to comply with the securities
and blue sky laws of all jurisdictions which argbgable to the issuance of the Veeco Common Sitocknnection with the Merger; (ix) file
with NASDAQ a Notification Form for Listing of Adtibnal Shares; (x) as promptly as practicable dfterClosing Date, file a registration
statement on Form S-8 under the Securities Actingléo the Veeco Common Stock to be issued uperexercise of options received by the
optionholders pursuant to the Merger Agreementuseadits best efforts to cause such registratiderstant to become effective; (xi) provide
Wyko with an affiliates agreement from each affdiaf Veeco (as defined in the Merger Agreementpiobefore May 5, 1997; and (xii) use
its best efforts to do all things necessary to aomsate the Merger.

INDEMNIFICATION. Pursuant to the Merger Agreemeitie Wyko stockholders have agreed to jointly anesaly indemnify and hold
harmless Veeco, Acquisition and each of its respedhirectors, officers, employees, agents, repitasiwes, controlling persons and affiliates
(the "Veeco Indemnitees”) against and from alldgssicurred by the Veeco Indemnitees to the extentsuch loss arises out of (i) any
inaccuracy in any representation or warranty of Wgkntained in the Merger Agreement; provided Meeco Indemnitees shall not be
entitled to indemnification until all such damageseed $500,000 and then only for such damagescese of such amount; (ii) any failure
by Wyko to perform or comply with any covenant greement contained in the Merger Agreement; (il aelaim for brokerage or finder's
fees or similar payments in connection with the géerother than brokers, finders or investment bemkatained by Veeco; (iv) any claim
asserted against Wyko by any direct or indirectléobr former holder of capital stock or other s#igms of Wyko; or (v) Veeco's enforcem
of these indemnification provisions. Damages shatlexceed the product of 275,000 shares of Veeron@n Stock multiplied by the
average of the closing bid prices on NASDAQ for ¢heshare of Veeco Common Stock for the
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twenty (20) trading days ending on the trading idayediately preceding the Closing Date; provideat 8uch limitations shall not apply to
any Wyko stockholder to the extent of damagesrayifiom fraud on the part of such Wyko stockholder.

Pursuant to the Merger Agreement, Veeco has agoeedemnify and hold harmless the Wyko stockhadesm all losses incurred by them
to the extent any such loss arises out of (i) aagéuracy in any representation or warranty by @egdcAcquisition contained in the Merger
Agreement; provided, that the Wyko stockholdersa gsoup, shall not be entitled to indemnificationtil all such damages exceed $500,000
and then only for such damages in excess of suduaim(ii) any failure by Veeco to perform or complith any covenant or agreement
contained in the Merger Agreement; (iii) any cldon brokerage or finder's fees or similar paymemtsonnection with the Merger other than
brokers, finders or investment bankers retainedlyko; or (iv) the Wyko stockholders' enforcementlodse indemnification provisions.
Damages shall not exceed the product of 275,00@sld Veeco Common Stock multiplied by the avemighe closing bid prices on
NASDAQ for one (1) share of Veeco Common Stocktfi@rtwenty (20) trading days ending on the tradiag immediately preceding tl
Closing Date; provided that such limitations simait apply to Veeco to the extent of damages arimg fraud on the part of Veeco.

Notwithstanding the foregoing, neither Veeco nar ¥iyko stockholders will have any liability for iachnification for any claim that is n
asserted on or before the date upon which theedifitancial statements of Veeco and its subsikdor the fiscal year ended December 31,
1997 are issued.

TERMINATION; AMENDMENT. The Merger Agreement may berminated at any time prior to the Closing: {f)rbutual written consent
the parties; (ii) by either party if any governnarentity shall have issued an order, decree, atjan, judgment or taken any other action
restraining or otherwise prohibiting the Merger augh order or other action is final and nonapg®ejdiii) by either party on or after
September 30, 1997, or such later date as thepadithe Merger Agreement may agree; and (iv)ithgeparty if the satisfaction of any
condition to the obligations of the terminatingtyaras been rendered impossible.

The Merger Agreement may be amended by action thikehe respective Boards of Directors of Veeco Afyko at any time; provided,
however that following approval by stockholdersamendment may be made which under the Arizona Bssi€orporation Act or the
DGCL would require the further approval of the &toalders without obtaining such approval.

APPRAISAL RIGHTS. Under Section 262 of the DGCLpeggisal rights are available for the holder of ssasf any class or series of stocl

a constituent corporation in a merger who diss&ota the merger, provided, however, that no sugiraipal rights shall be available for the
shares of any class or series of stock which,etebord date fixed to determine the stockholdetiled to receive notice of and to vote at the
meeting of stockholders to act upon the agreemfamieoger, were either (i) listed on a national sii@s exchange or designated as a national
market system security on an interdealer quotatystem by the National Association of SecuritiealBes, Inc. or (ii) held of record by more
than 2,000 holders. Because the Veeco Common &apioted on NASDAQ, holders of Veeco Common Streknot entitled to appraisal
rights.
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SELECTED HISTORICAL AND PRO FORMA COMBINED FINANCIA L DATA

The selected historical consolidated data of Veexof and for the years ended December 31, 1968dhr1996 have been derived from its
audited historical consolidated financial stateraemtd notes thereto, which as of and for the yeaded December 31, 1994 through 199¢
included elsewhere herein, and should be readrijunotion with such financial statements and ntiteseto. The selected historical
consolidated data of Veeco as of March 31, 1997fanthe three months ended March 31, 1996 and h89& been derived from its
unaudited historical consolidated financial statete@nd notes thereto, which are included elsewtergin, and should be read in
conjunction with such financial statements and sithereto. The selected historical consolidated daWyko as of and for the years ended
December 31, 1992, 1993 and 1994 and as of March9®7 and for the three months ended March 316 898 1997 have been derived
from its unaudited historical consolidated finahstatements and notes thereto (as applicablehwds of March 31, 1997, for the year en
December 31, 1994 and for the three months ended\VBd, 1996 and 1997 are included elsewhere heardhshould be read in conjunction
with such financial statements and notes therdte.Selected historical consolidated data of Wykofand for the years ended December 31,
1995 and 1996 have been derived from its auditstbtical consolidated financial statements andstitereto, which are included elsewhere
herein, and should be read in conjunction with durdncial statements and notes thereto.

The selected unaudited pro forma combined finamtz@g give effect to the proposed Merger undeptiwing of interests method of
accounting. The unaudited pro forma combined firerata are based on the historical consolidatexhtial statements of Veeco and Wy
The unaudited pro forma combined balance sheetessthat the Merger took place on March 31, 1997cambines Veeco's March 31,
1997 unaudited consolidated balance sheet with V8yWarch 31, 1997 unaudited consolidated balaneetsithe unaudited pro forma
combined statements of operations assume that éngevitook place as of the beginning of the perfwdsented and combine Veeco's
consolidated statements of operations for the yeadsed December 31, 1994, 1995 and 1996 and fahtee months ended March 31, 1996
and 1997 with Wyka's for the years ended Decembet 394, 1995 and 1996 and for the three monthedehhrch 31, 1996 and 1997,
respectively. This presentation is consistent Withfiscal years expected to be combined afted#te of the closing of the Merger.

The unaudited pro forma combined financial daarésented for illustrative purposes only and ismemtessarily indicative of the combined
financial position or results of operations of fityeriods or the results that actually would hlaeen realized had the entities been a single
entity during these periods. The unaudited pro foommbined financial data is derived from the utiteddoro forma combined financial
statements included elsewhere herein and shoulédakin conjunction with those statements and nbe®to. See "Unaudited Pro Forma
Combined Financial Statements."
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA
(IN THOUSANDS, EXCEPT PER SHARE DATA)

THREE MONTHS ENDED

EARNINGS PER SHARE:
Income (loss) before extraordinary item...

Extraordinary (loss)

Net income (10SS).....cccevvveevennenne $

BALANCE SHEET DATA(1):

Cash and cash equivalents
Working capital........ccccccovvveennee.

Excess of cost over net assets acquired...

Total aSSetsS.......cccveeveervernieenn.

Long-term debt and capital leases
(including current installments)........

Shareholders' equity (deficit)............

136 $ 124 $ 087 $ (0.22)$ (0.84)
- - (0.27) - -

5906 5484 2,472 1,874 1,897

AS OF DECEMBER 31

996 1995 1994 1993 1992

21,209 $ 17,568 $ 2,279 $ 386 $ 1,063
43,454 37,461 16,122 6,666 7,264
4,448 4579 4,710 4,840 4,835

80,327 67,380 40,931 32,596 31,464

- - 39 24,934 25150
57,970 49,751 28,289 (1,681) (1,226)

YEARS ENDED DECEMBER 31 MARCH 31
1 996 1995 1994 1993 1992 1997 1996
STATEMENT OF OPERATIONS DATA(1):

Net sales......ccccoovvvviiieiieenne $ 96,832 $ 72,359 $ 49,434 $ 43,149 $ 36,346 $ 29,551 $ 20,644
Cost of sales........cccoevvuveneennnn. 54,931 39,274 28,940 25,736 21,847 16,642 11,437
Gross profit.......cccoceveevvenieninnn 41,901 33,085 20,494 17,413 14,499 12,909 9,207
Costs and exXpenses..........cceeeeuveeenn 29,719 24,289 16,511 15,482 13,081 8,768 6,522
Operating inCOMe...........cccoeeveeene 12,182 8,796 3,983 1,931 1,418 4,141 2,685
Interest (income) expense--net............ (678) (391) 2,620 2,341 3,006 (105) (200)
Income (loss) before income taxes and

extraordinary item..........cc.cceeene 12,860 9,187 1,363 (410) (1,588) 4,246 2,885
Income tax provision (benefit)............ 4,822 2,395 (795) -- - 1,609 1,075
Income (loss) before extraordinary item... 8,038 6,792 2,158 (410) (1,588) 2,637 1,810
Extraordinary (loss), net of $355 tax
benefit.......cooeviiiiiiiins -- - (679) -- - -- -

6,150 5,893

AS OF

(1) Veeco completed an initial public offering (tHBO") on December 6, 1994 in which $24,290,000e&tf proceeds were received by Ve
The net proceeds were used to repay the Compaungtanding debt and for working capital and otherayal corporate purposes. Prior to the
IPO, the Company was highly leveraged with apprexety $23,700,000 of debt and accrued interestamding. Veeco completed an
additional public offering on July 31, 1995 (theoflew-On Offering") in which $14,460,000 of net peeds were received by Veeco. The net
proceeds have been used for general corporate grspBrior to the completion of the IPO, Veeco ireni significant interest expense on its
outstanding debt. Since the completion of the IIR@the Follow-On Offering, Veeco has earned n&ragt income.
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WYKO CORPORATION

SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA
(IN THOUSANDS, EXCEPT PER SHARE DATA)

STATEMENT OF OPERATIONS DATA:

YEARS ENDED DECEMBER 31

996 1995 1994 1993 1992

THREE MONTHS ENDED
MARCH 31

Net sales......ccccovvevvviiieninennnnn 18,210 $ 13,466 $ 10,597 $ 9,088 $ 7,886 $ 8,203 $ 3,782
Cost of sales 7,270 5392 4,734 3,827 3,030 3,603 1,636
Gross profit 10,940 8,074 5863 5261 4,856 4,600 2,146
Costs and expenses..........ccceevvueenn. 6,447 5,479 5,063 5,381 5,122 2,170 1,526
Legal fees and claims related to

litigation(L)......ccoververiinienn - - 2,051 995 401 - -
Operating income (I0SS).........cccceuee 4,493 2,595 (1,251) (1,115) (667) 2,430 620
Interest (income) expense - net........... (120) 239 379 326 47 17 31
Income (loss) before income taxes......... 4,613 2,356 (1,630) (1,441) (714) 2,413 589
Income tax provision (benefit)............ 1,816 (89) 87 (20) (287) 945 227

Net income (10SS)........cccveevueeennnn. $ 2,797 $ 2,445 $ (1,717)$ (1,421)$ (427) $ 1,468 $ 362
AS OF MARCH
AS OF DECEMBER 31 31
1 996 1995 1994 1993 1992 1997
BALANCE SHEET DATA:

Cash and cash equivalents................. 2256 $ 957 $ 1,146 $ 1,148 $ 990 $ 1,380
Working capital 5,907 1,846 561 3,607 4,641 7,488

Total aSSets........ccceevveevveerennnn. 16,470 12,230 9,885 10,625 10,370 18,736
Long-term debt and capital leases

(including current installments).......... 2,669 2,766 2,800 2,800 2,800 2,644
Shareholders' equity...........ccceeurne 8,300 5503 3,068 4,775 6,196 9,768

(1) See Note 8 to the Wyko Corporation and Subsa&iaConsolidated Financial Statements includeehgiere herein for a description of
legal fees and claims related to litigation.
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SELECTED PRO FORMA COMBINED FINANCIAL DATA

STATEMENT OF OPERATIONS DATA:
Net sales.......cccoviveriiiiiieiiiee
Cost Of Sales.......cccoviviiieiiiiciien,

Gross Profit.......cccceveevvivcriiniciinennens
Costs and expenses...........ccceeevveinninne
Legal fees and claims related to litigation......

Operating iNCOME..........ccoovvenieenieennnen.
Interest (income) expense--net

Income (loss) before income taxes and extraordina
Income tax provision (benefit)...................

Income before extraordinary item.................

EARNINGS PER SHARE:
Income before extraordinary item.................

Shares used in computing earnings per share(1)...

BALANCE SHEET DATA:
Cash and cash equivalents.............c..........
Working capital.........cccooevirieniinenn.
Excess of cost over net assets acquired..........
Total assets........ccocevvvviiiciiiiiiinn,
Long-term debt and capital leases (including curr
Shareholders' equity..........ccccceeviiennene

(IN THOUSANDS, EXCEPT PER SHARE DATA)

YEARS ENDED DECEMBER 31

...................... $ 115,042 $ 85,825 $ 6

...................... 62,201 44,666 3
52,841 41,159 2
36,166 29,768 2

16,675 11,391
(798)  (152)

ry item............... 17,473 11,543
...................... 6,638 2,306

...................... 8,006 8,484

AS OF

1997

ent installments)..

THREE MONTHS ENDED
MARCH 31

0,031 $ 37,754 $ 24,426
3,674 20,245 13,073
6,357 17,509 11,353
1,574 10,938 8,048

2732 6571 3,305
2,999  (88) (169)

(267) 6,659 3,474
(708) 2,554 1,302

5472 9,150 8,893

$ 26,199
49,329
4,433
106,789
2,644
67,474

(1) Shares used in computing pro forma combinediegs per share is based upon the pro forma welghterage number of outstanding
common and equivalent shares, if dilutive, of Veand Wyko for each period at the exchange ratib0of82435 shares of Veeco Common
Stock for each share of Wyko Common Stock.
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COMPARATIVE PER SHARE DATA
(UNAUDITED)

The following table sets forth certain historicarghare data of Veeco and Wyko and unauditedguroa combined per share data of Veeco
and unaudited equivalent pro forma per share dat#y&o, in each case after giving effect to the lywron a pooling of interests basis at the
Conversion Ratio (10.182435 shares of Veeco ComBtook for each share of Class A Common Stock of &Yykhis data should be read in
conjunction with the selected historical consokdhfinancial data, the pro forma combined finansiatements and the historical consolid:
financial statements of each of Veeco and Wykotarcotes thereto which are included elsewherkisnRroxy Statement. The pro forma
combined and equivalent pro forma financial datarait necessarily indicative of the operating rssaif financial position that would have
been achieved had the Merger been consummated betinning of the periods presented and shoultheebnstrued as indicative of future
operations. Neither Veeco nor Wyko has ever dedlargaid cash dividends on their respective shafreapital stock.

TH REE MONTHS
YEARS ENDED DECEMBER 31 END ED MARCH 31
1996 1995 1994 1997 1996

HISTORICAL VEECO:
Income before extraordinary item (1)........c...... . ... $ 136 % 124% 087 % O 43 $ 031
Book value per share (2)....cccccceeeeevvveveeeeee 9.93 - -- 10 30 -
HISTORICAL WYKO:
Income (loss) before extraordinary item (3)........ ... 9.49 830 (5.83) 4 .98 1.23
Book value per share (4)...ccccceveeeeeeeveveceeee 2951 - -- 34 73 -
PRO FORMA COMBINED:
Income before extraordinary item (5)......ccc...... .~ L. 1.22 1.09 0.08 0 .45 0.24
Book value per share (6).......ccocceevvvvveeenne L. 733 - - 7 72 -
EQUIVALENT PRO FORMA WYKO:
Income before extraordinary item (7)....cccoceeeee. 12.42 11.10 0.81 4 .58 2.44
Book value per share (8)......cccoceevvvvvveeenne L 74.64 - - 78 61 -

(1) The historical income before extraordinary itehVeeco per share is based upon the weightecdigearumber of common and equivalent
shares of Veeco outstanding for each period.

(2) The historical book value of Veeco per shamisiputed by dividing shareholders' equity by thmhber of shares of Veeco Common
Stock outstanding at the end of each period.

(3) The historical income (loss) before extraordjritem of Wyko per share is based upon the wejhteerage number of common and
equivalent shares of common stock of Wyko, if d¥ef outstanding for each period.

(4) The historical book value of Wyko per shareasputed by dividing shareholders' equity by thmbar of shares of common stock of
Wyko outstanding at the end of the period.

(5) Pro forma combined income before extraordini@my per share is based upon the pro forma weigltetage number of common and
equivalent shares of (i) Veeco outstanding for gafiod and (ii) Wyko outstanding for each perioditiplied by the Conversion Ratio.

(6) The pro forma combined book value per shaomisputed by dividing pro forma shareholders' eghyjtthe number of shares of common
stock of (i) Veeco outstanding at the end of theqgaeand (ii) Wyko outstanding at the end of theiqe multiplied by the Conversion Ratio.

(7) Equivalent pro forma income before extraordingegm of Wyko per share is computed by multiplyjpmg forma combined income before
extraordinary item by the Conversion Ratio.

(8) The equivalent pro forma book value of Wyko pleare is computed by multiplying the pro forma barad book value per share by the
Conversion Ratio.

22



INFORMATION ABOUT VEECO
VEECO'S BUSINESS

Veeco is a leader in the design, manufacture, niagkand servicing of a broad line of precision lmram systems and surface metrology
systems used to test and manufacture microelectpoducts. Demand for Veeco's products has beeerdby the increasing miniaturizati
of microelectronic components and the need for rfeanturers to meet reduced time-to-market scheduléle ensuring the quality of those
components. The ability of Veeco's products to igedg etch sub-micron patterns, deposit precise filhs and measure critical surface
conditions in these components enables manufasttoerchieve high yields and assure quality irfélheication of advanced microelectronic
devices.

Veeco sells its products worldwide to many of thading data storage and semiconductor manufactimehsding Seagate Technology, Inc.
("Seagate"), Read-Rite Corp. ("Read-Rite"), IBM fmation ("IBM"), Motorola, Inc. ("Motorola"), Apjped Magnetics Corp. ("AMC"),
Mitsubishi Semiconductor ("Mitsubishi") and Quant@urp. ("Quantum”). In addition, Veeco sells itegucts to companies in the flat panel
display and high frequency device industries, alé ageto other industries, research and developremnters and universities.

Veeco acquired its business operations from a cagntheat was founded in 1945 under the same naree'Pledecessor"”). In August 1989,
Edward H. Braun, Veeco's Chairman, Chief Execuificer and President, who was then the Executiise VPresident and Chief Operating
Officer of the Predecessor, incorporated Veecaunstnts Acquisition Corp. with certain other mensbefrVeeco's senior management for
the purpose of acquiring a substantial portiorhefdssets used in the Predecessor's industrigdregot product group business (the
"Equipment Group"). In January 1990, Veeco Instmisdcquisition Corp. completed its acquisitiortliése assets (the "Acquisition") for
approximately $29,200,000 and the assumption oftanlially all of the liabilities of the Equipme@toup relating to such assets. In
connection with the Acquisition, the Predecessainged its name to "Lambda Electronics Inc." andc@dastruments Acquisition Corp.
changed its name to "Veeco Instruments Inc."

On December 6, 1994, Veeco completed an initialipwaiffering (the "IPO") whereby 2,500,000 sharé¥eeco Common Stock were issued
and sold at $11.00 per share. The net proceedsusetkto repay Veeco's debt and for working capital other general corporate purposes.

On July 31, 1995, Veeco completed a public offefthg "Public Offering") in which 2,300,000 shams/eeco Common Stock were sold,
800,000 of which were sold by Veeco and 1,500,d08hich were sold by certain selling stockholdesthe public offering price of $20.00
per share. The unused net proceeds received byWalde used for working capital and general avgte purposes, including potential
acquisitions.

RECENT DEVELOPMENTS

In April 1997, Veeco acquired certain assets ofileglia and Magnetics Applications Division ("MMAYf Materials Research Corporation.
Such assets were previously employed by MMA in t#piag a line of high performance physical vapopation sputtering equipment (the
"PVD Equipment") used in advanced MR/GMR thin fitread and magnetic disk fabrication. MR/GMR beta syjtstems are currently
undergoing process evaluation at several Unitett$tnd Japanese thin film head manufacturers.ofesleves that the acquisition of MM
will provide Veeco customers a wide selection gialgtion technologies to address MR/GMR applicaidrhe PVD Equipment will broad:
Veeco's process and product capability which cdigréncludes lon Beam Etch, Diamond Like Carbon¢@w®lary lon Beam Deposition and
lon Assisted Deposition. As a result of the acdiaisi Veeco will be capable of handling up to twetitree etch and deposition process steps
required in a typical MR head fabrication. In coatien with purchased research and development eejbly Veeco as part of the
acquisition, Veeco will incur certain ortiere charges to earnings in the second quarte®®f Which are expected to range between $0.3!
$0.45 per share on an after-tax basis.
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INDUSTRY BACKGROUND

MICROELECTRONICS MANUFACTURING PROCESS. Semicondwatlevices (e.g., integrated circuits) and mass ongmata storage
devices are fabricated by performing a complexesest process steps on a silicon substrate or wHierthree primary categories of wafer
processing steps are deposition, photolithograplyeaching. During deposition, layers of conductivénsulating films are deposited on an
unpatterned wafer. During photolithography (alsown as "patterning"), the wafer is covered withntigensitive material called photoresist,
which is then exposed to light projected in pasemnich form integrated circuit components. Dur@tghing (which may be accomplished by
several processes, including ion beam etchinglaiceareas of the patterned (metal or insulatiiig) &re removed to leave the desired circuit
pattern. Each of these steps is typically repes¢@éral times during the fabrication process, aitbrnating layers of conducting and
insulating films being deposited each time to @eamulti-layered structure.

The resulting finished wafer consists of many ind¢ed circuits. Depending on the specific desiga given integrated circuit, a variety of
film thickness and a number of layers and film typgll be used to achieve desired performance charniatics. Surface metrology systems
are used repeatedly throughout the fabricationge®to monitor process accuracy by measuringardicnensions and other physical
properties such as film thickness, line width, dieht, sidewall angle and surface roughness.

PRECISION ETCHING, DEPOSITION AND SURFACE METROLOGYARKET REQUIREMENTS. Veeco sells its ion beam syst

and surface metrology products to manufacturersiofoelectronic devices (primarily in the data age and semiconductor industries), w|
in turn supply the broader worldwide electronicgkets, as well as to industrial and other custom&sshe range of end products has
expanded to include items such as hand-held antbfapomputers and consumer cellular telecommuioicsiproducts, the performance and
complexity of semiconductor and data storage deviexe expanded as well. Fabrication of these tuifiz&d components requires
increasing numbers of manufacturing process steps.example, a typical one megabyte DRAM with akest feature size of one micron is
manufactured using approximately 200 manufactustegs. In comparison, a 64 megabyte DRAM is culyrdrging manufactured in volume
with a smallest feature size of .35 micron usingragimately 500 manufacturing steps.) The increasadber of manufacturing steps
includes greater use of precise etching and deéposijuipment and surface metrology systems torerwitical process control and
semiconductor product quality. Growth in the etghideposition and surface metrology markets isetrivy end-users' requirements for
greater performance capabilities, and by the irsingaminiaturization of components, which has reslin a demand for equipment capable
of etching and measuring sub-micron features fp&lgw one micron).

Manufacturers base their purchases of metrologiesyson a variety of criteria, including resolutieccuracy, repeatability and ease of use,
total cost of ownership (which depends upon fadmmekiding system cost, throughput, reliability eogting costs, up-time and service
response time), and the value of the data prodweeidh depends on the accuracy and speed with vihemeasurement parameter (for
example, step height or film thickness) can berdateed. In addition, as metrology systems are ipomated into the production process,
automated features such as cassetmassette wafer handling and pattern recognitior lecome increasingly important, as has the aluif

a system to communicate with other systems witiénnhanufacturing process.

ION BEAM SYSTEMS. The fabrication of integratedaziits and thin film magnetic heads (for the harglelmdustry) requires some form of
etching to create the pattern of either an eletdrcuit or a mechanical feature. Historicallyetindustry has utilized several older etching
techniques, including chemical wet etching andmbastching, which offer limited control of criticdimensions, require the use of reactive
chemistries, and produce undesired isotropic etctesults.

As device geometries have decreased and the nesdifenicron features etched with accurate sidé amglles has increased, the use of
collimated ion beam etching has expanded. Compaithdother
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etching technologies, ion beam etching permitsipeesub-micron, low temperature, low pressure argp@ (highly directional) etching of
any material, including many multi-layered films iafh cannot be etched by known reactive chemicatgsses.

With ion beam etching, a precisely controlled, hygtollimated broad ion beam removes material fesubstrate by physically sputtering
any material not protected by a finely patternedtphesist mask. Examples of ion beam etched ptsdanclude high density thin film
magnetic heads, high frequency telecommunicatioicds, infrared detectors, ferroelectric memoryides, and microsensors. Veeco's ion
beam etch equipment is used in multiple fabricafimtess steps in the production of thin film mdigrieeads, for both circuit patterning and
micromachining. As the demand for multi-layer, grigted circuits and microsensors with sub-micraiuees grows, Veeco believes the
demand for its ion beam etching systems will insesa

lon beam systems are also increasingly importarth# deposition of thin films. Historically thekns have been deposited either by electro-
chemical processes or cathodic sputtering. lon bdgmosition offers greater control of depositiote réilm morphology and minimized
contaminants than do the historical processeddditian to thin film magnetic heads, applicationslude tribological coatings for magnetic
media, protective coatings for plastic and glasséds, passivation layers for optoelectronics, atatference coatings and mirrors for
precision optics.

SURFACE METROLOGY SYSTEMS. Microelectronic devicanufacturers use surface metrology systems to meastical dimensions
and physical properties such as film thicknesg Viidth, step height, sidewall angle and surfacghmess to ensure that products are being
manufactured to increasingly demanding specificati®Gurface metrology systems are used througheutainufacturing process to monitor
the accuracy of the manufacturing process.

Metrology systems capable of measuring dimensibnseone micron include stylus surface profilecgaming electron microscopes
("SEMs") and optical measurement systems. In resptmdecreasing geometries and increasingly conppEesses and specifications, a
demand has grown for new surface measurement systlinh permit measurement of sub-micron featurea three-dimensional basis. To
meet this demand, Veeco offers the SXM Workstatibich incorporates atomic force microscopy ("AFNErhnology including non-

contact, nordestructive scanning features with the ability teasure critical dimensions as small as 0.25 michdasco believes that dema

for products incorporating non-contact AFM techmgylavill grow, as product complexities continue ncriease and as component geometries
continue to decrease.

INDUSTRIAL MEASUREMENT PRODUCTS. Thickness measummsystems measure the thickness and compostftinetals used in
printed circuit boards and electronic componergsyell as in the general metal finishing industrigducts in this category rely on a variety
of measurement technologies, including Beta Badtessa resistivity probes, Hall-Effect, eddy-currand electromagnetic-induction, as well
as XRF-based products. XRF systems operate by @tamge collimated X-Ray beam which is directed aample, causing the sample to
emit characteristic X-Ray fluorescence. A proparsibcounter detects the X-Ray fluorescence andrgersecorresponding electrical
impulses, which are used to calculate and dispiayptating thickness or alloy composition of thepée. Veeco believes that the XRF mai
will continue to grow, as increased accuracy andiades in measurement technology, together witlinengroduction and lower cost
systems, bring XRF technology into new applications

Leak detectors, which provide a non-destructiveiseeidentification of the size and location ofdedn sealed components, are used in a
broad range of electronic, aerospace and trangjporfaroducts with applications in the productidraatomotive airbags, semiconductor
devices, air conditioning and refrigeration, cheathialves, medical devices and fiber optic cabtepction.
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VEECO'S PRODUCTS

Veeco's products encompass equipment and systemmsruthe manufacture of microelectronics produthe following table summarizes
Veeco's major products in each of its product liawed the principal industries to which it offerekproducts:

VEECO PRODUCT OFFERINGS

SEMI- DATA F LAT PANEL

PRODUCT CONDUCTOR STORAGE DISPLAY
ION BEAM SYSTEMS

ETCHING SYSTEMS:

Microetch Air to Air Batch Systems X X

Microetch Cluster Systems............c.ocveeee.. X X

DEPOSITION SYSTEMS:

Secondary lon Beam Sputtering Systems............ L. X X

Direct lon Beam (Diamond Like Coating)

Deposition Systems......ccoocvvevevvccces e X

SURFACE METROLOGY PRODUCTS

Dektak Stylus Profilers............cccocuueeen. X X X

Dektak FPD Surface Profilers..................... X

Dektak Atomic Force Microscope...... X X

TMS Microroughness Scatterometers................ X X
Industrial Measurement Products

XRF-Series X-Ray Fluorescence Measurement

SYSIEMS .t e, X

SEA-Series Micro X-Ray Fluorescence Measurement S ystems........ X X

Portable Mass Spectrometer Leak Detectors........ X X

Console Mass Spectrometer Leak Detectors......... X X

Industrial Mass Spectrometer Leak Detectors......

UNIVERSITY AND
RESEARCH AND
INDUSTRIAL
PRODUCT DEVELOPMENT

ION BEAM SYSTEMS
ETCHING SYSTEMS:
Microetch Air to Air Batch Systems...
Microetch Cluster Systems..........c.c.ccveeee..
DEPOSITION SYSTEMS:
Secondary lon Beam Sputtering Systems............ L. X
Direct lon Beam (Diamond Like Coating)
Deposition Systems......ccoccvvevevvces e,
SURFACE METROLOGY PRODUCTS
Dektak Stylus Profilers..............ccocvneene
Dektak FPD Surface Profilers.....
Dektak Atomic Force Microscope......
TMS Microroughness Scatterometers................
Industrial Measurement Products
XRF-Series X-Ray Fluorescence Measurement
SYSIEMS .ot e, X
SEA-Series Micro X-Ray Fluorescence Measurement S ystems........ X
Portable Mass Spectrometer Leak Detectors........ ... X
Console Mass Spectrometer Leak Detectors......... e
Industrial Mass Spectrometer Leak Detectors...... X

X X X X

x

ION BEAM SYSTEMS

Veeco develops and produces ion beam systemsysdtt the Microetch brand name. These systemstchrpeecise, complex features and
deposit thin films for use primarily by data stogaand semiconductor manufacturers in the fabrioaifaliscrete and integrated
microelectronic devices. Veeco believes that itlkdhe leadership position in the overall markeida beam etching systems, and believes
that it is the leading seller of ion beam systetilzed for production of thin film magnetic head®nce the Acquisition, Veeco has sold over
200 ion beam systems.

lon beam deposition provides greater control ofisedeposition rate, film morphology and incorpedacontaminants than traditional
processes used in the manufacture of semicondumtonsss memory storage devices. lon beams casdoktwo ways to deposit films.
Beams can directly deposit material by braking demieed gas and accelerating non-volatile comperegrithe substrate in a controlled
manner (e.g., diamond like carbon coatings for fiftiim magnetic head slider coatings); or, a beamlmadirected at a material target of the
required element or alloy, and have an ion bearttesal film precisely deposited on the substratg. (giant magneto-resistive read elements
in thin film magnetic heads



lon beam etching permits precise submicron low tnapire etching of any material, including manyahhtannot be etched by other
processes, and has emerged as a leading fabripatioass in the thin
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film magnetic head (hard drive) industry for boticait patterning and micromachining. This techrgylas utilized in multiple steps of the
advanced thin film magnetic head fabrication precés addition, as the demand for integrated discaind microsensors with sub-micron
features grows, Veeco believes the demand for éambetching systems will increase.

Veeco's ion beam etching product line has progdeeen use principally in research and developnagmiications to automated systems 1
in production. This evolution was driven by thedrnmoration of features such as automated waferlimgnédvanced substrate cooling
technique and load-locked process control whicheimses throughput and wafer yield.

Sales of ion beam systems were approximately $33)20, $33,184,000, $20,984,000, $17,898,000 arg28I00 and accounted for
approximately 54.9%, 45.9%, 42.4%, 60.6% and 466%eeco's net sales for the years ended Decenihdi9®6, 1995 and 1994 and for
three months ended March 31, 1997 and 1996, regekyct

The ion beam systems product line consists ofdhewing:

MICROETCH AIR TO AIR BATCH ION BEAM ETCHING SYSTEMSThe RF-1201 is an air-to-air system for high tigioput batch
processing for deep trench (long etch) featureiegidns. These systems feature an RF ion souatethvides higher etch rates and
increased time between maintenance. Sales pric&é&efro's Air to Air Batch Systems range from $880,to $550,000.

MICROETCH CLUSTER ION BEAM ETCHING AND DEPOSITIONYSSTEMS. The Cluster System has been developedefar n
generation requirements of sub-micron etching aqbdition. The system can be configured for upnted etch or deposition process
modules on a common platform and provides maxinmuoughput with the advantage of single wafer etglaind deposition for process
control and uniformity. The system is targeteddaanced next-generation thin film magnetic head orgrand high frequency device
customers. The Cluster System utilizes Veeco'srezg@thcontrol system and patented "Flowcool" sutistaoling technology. Sales prices
for Veeco's Cluster Systems range from $1,000,6@2500,000.

SECONDARY ION BEAM SPUTTERING SYSTEMS. Secondary ioeam sputtering systems utilize the process neathricept of the
etching systems, allowing the deposition moduledanated to Veeco's Cluster System platform tonedlither parallel or sequential
etch/deposition processes. These systems arelaeads automatic load locked cassette to cassestens or as automatic single substrate
systems. Sales prices for Veeco's Secondary lomBauttering Systems range from $750,000 to $20000,

DIRECT ION BEAM DEPOSITION SYSTEMS. Veeco's ion bedirect deposit diamond like carbon depositiortesyshas been developed
to deposit tribological coatings on advanced tiim head sliders. The system consists of a singistsate carrier vacuum load lock and a
high vacuum processing chamber with two ion beanncas. Sales prices of these systems range fronoxdpately $600,000 to $1,000,000.

SURFACE METROLOGY EQUIPMENT

Veeco's surface metrology product line, which idels stylus surface profilers, the non-contact atdorice microscope workstation and laser
based scatterometers, offers a wide range of iniv@varoducts to customers in the semiconductdg dtorage and flat panel display
industries, as well as in other industries.

Sales of Veeco's surface metrology equipment wapeoximately $23,902,000, $20,830,000, $13,184,860610,000 and $5,678,000 and
accounted for approximately 24.7%, 28.8%, 26.7%4%2and 27.5% of Veeco's net sales for the yeatedeBecember 31, 1996, 1995 and
1994 and for the three months ended March 31, 48871996, respectively.

STYLUS SURFACE PROFILERS

Veeco's stylus surface profiler systems are matwfagd by its subsidiary Sloan Technology Corp.d&I') at its facility in Santa Barbara,
California. Sloan's line of stylus surface profisgistems all utilize
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the same principle of operation. A stage movesdker, or sample, beneath a diamond tipped stsshe sample moves under the stylus,
surface variations cause vertical translation efdtylus, which is tracked and measured. Thisidateen used to produce cross-sectional
representations and/or a magnified contour map;iwnisi displayed on a video monitor. Stylus surfac#ilers' applications include height,
width, pitch and roughness measurements of featwegmiconductor devices, magnetic and opticaagtomedia (e.g., hard drives), flat
panel displays, and hybrid circuits. Veeco beliaghes its stylus surface profiler products are ggiped for their accuracy, repeatability, ease
of use and technology features, as well as featlesigined for industry specifications and custonemds. Each of Veeco's stylus surface
profilers incorporates a proprietary software paekeSince the Acquisition, Veeco has sold over@ gt@lus surface profiler systems.

Veeco's stylus surface profiler products include:

DEKTAK STYLUS PROFILERS. The Dektak line of stylpsofilers permits testing of wafers, disks, hybridstics and other precision
surfaces. In July 1996, Veeco surface metrologyihiced the V300SlI, the first model of its new 8gN stylus profiler product line which
includes the V300SL, V200SI and V200SL as well. Baegies V product line is the next generation wliust profilers which incorporates
leading edge performance and features such as-iket8D rendering software, the LIH2 low inertiolv force stylus head, high precision
stage control and positioning, host communicatwitwsare and mini-environment compatible designdperation in fully automated lab
environments. The V300SI is a 300mm profiler des@yspecifically for next generation 300mm wafersladnd is the industry's first 300mm
stylus profiler. The Dektak stylus profilers camgde up to 65,000 points per scan, which is padityimportant for applications such as
hard disk substrates and optics analysis. The Réx{ad) and D(3)ST models are designed for measuiirgggeometries on 150mm and
smaller samples. These systems are used for Hokafitm hybrid and thin film microelectronic applicatis. Sales prices of the Dektak sty
profilers range from approximately $30,000 to $208,

DEKTAK FLAT PANEL DISPLAY PROFILERS. The Dektak FP8urface Profilers are designed to measure deposhickness and

surface roughness during manufacture of flat pdispllay. These advanced surface profilers are ¢agdiprecise measurements of step
heights, line widths and surface texture of flatglessubstrate up to 720mm x 720mm. In additiors, fnoduct line offers a cassette-to-cassette
wafer handling option and pattern recognition fdhfautomated operation. Sales prices of the DekeD Surface Profilers range from
approximately $100,000 to $300,000.

NON-CONTACT ATOMIC FORCE MICROSCOPE WORKSTATION

Veeco is IBM's exclusive worldwide sales and marnigetepresentative to market, sell and servicdBiv- manufactured SXM Workstation
the semiconductor industry and data storage indgsfFfhe AFM technology used in the SXM Workstat®a variation of a technique
invented by two IBM scientists who shared the Ndbrize in Physics in 1986 for their invention.

The SXM Workstation is an automated, in-line mantifeing inspection tool which is capable of non-ean, nondestructive nanometer sc
three dimensional measurement and imaging of s@bemistructures in ambient conditions. (A nanomistequal to ondillionth of a meter.
By scanning a probe tip across a surface at andistaf approximately 30 angstroms, extremely pesgisasurements of sub-microscopic
features can be produced, with resolution dowmiteet angstroms. These measurements include heiglth, roughness and sidewall angle
characteristics. A "critical dimension" (CD) optipermits the user to profile vertical sidewalls,asére sidewall angles and obtain true width
measurements of sub-micron lines and trenchesk&aliernative technologies, the SXM Workstation thee unique ability to make precise
three dimensional measurements without damagimgeaking the wafer, which at the time of measurémeay have a manufacturing cost of
between $10,000 and $100,000.

Veeco believes that the SXM Workstation represardignificant extension of the stylus surface peofinstrument line produced by Sloan.
By permitting measurements on features with dintersas small as 0.25 microns, Veeco believeshieas KM Workstation provides the
precise measurements that
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semiconductor and data storage manufacturers eetuineir current and next generation products. 'S&trategic Alliances.”

Sales prices of the SXM Workstation range from agjpnately $600,000 to $1,000,000. Since its intdthin in the third quarter of 1993,
Veeco has sold 33 SXM Workstations.

Veeco and IBM are jointly developing a new lowestt8XM product which will be manufactured by IBM f&ale by Veeco. See "--Strategic
Alliances".

LASER BASED SCATTEROMETER

Veeco is Schmitt Measurement Systems' ("SMS") eskedudistributor for the Texture Measurement SystervS") product line for all

regions of the world excluding Japan. The TMS patslare laser based scatterometers which dire@bsore microroughness using a
technique referred to as Total Integrated Scatt@rlcS. The TMS products quickly and repeatablyaswge microroughness as small as a few
angstroms for applications such as disk texturéHerhard drive industry as well as backside/ Bwoi@ roughness of bare silicon wafers. The
TMS product line includes the TMS 2000 for hardvdrilisks, the TMS 2000W for wafers up to 200mmianeter and the TMS 3000W for
300mm wafers. Pricing of these systems ranges $&5000 to $110,000.

INDUSTRIAL MEASUREMENT EQUIPMENT

Veeco's industrial measurement products includeaX-#Riorescence thickness measurement systemslisgsweak detection/vacuum
equipment. These products have applications inde wange of industries including electronic, aeagsp transportation and semiconductor.
Sales of industrial measurement equipment wereoappately $19,717,000, $18,345,000, $15,266,00045000 and $5,346,000 and
accounted for approximately 20.4%, 25.3%, 30.9%0)%7and 25.9% of Veeco's net sales, respectivetthe years ended December 31,
1996, 1995 and 1994 and for the three months elt@edh 31, 1997 and 1996, respectively.

UPA TECHNOLOGY X-RAY FLUORESCENCE THICKNESS MEASURE MENT SYSTEMS

Veeco believes that its XRF systems incorporatadsanced technology for natestructive thickness and composition measurenfgiated
parts, providing high accuracy and precision oonst-effective basis. As industries increase theipleasis on tighter process control
manufacturing specifications (e.g., ISO 9000), XB&hnology has become important due to its spepeatability, accuracy and non-
destructive measurement capability. Due to incréasi@iaturization of components in the microelentes industry and the increased neet
on-line production testing, Veeco believes thatXRF market will continue to grow and that XRF taology will be brought into new
applications, such as fine-pitch printed circuiailibproduction and the measurement of multi-layenemtoelectronic and metal finishing
corrosion resistant coatings. Veeco's XRF prodnctsrporate Veeco's XPert software package, whpgrates in an MS-DOS or Microsoft
Windows environment and offers features includidgaamced user-friendly interface and sophisticatetistical data analysis.

Veeco's XRF product line includes the following quots:

XRF SERIES. The XRF Series is an advanced XRF mtdthe designed to measure plating thickness anaposition for the high-end
circuit board and microelectronics applicationse ®RF Series has a small diameter beam, autometed driven staging and laser focus
capability. The software, which operates in the fgsoft Windows environment, features a real-tintewi window, a user configurable
interface, and point and shoot sample position8ades prices for the XRF Series range from apprateip $15,000 to $60,000.

SEA SERIES. The SEA Series, produced by Seikounstnts and marketed in North America and Europ¥dsco, features micro XRF
measurement capabilities for deposition thicknessyposition and uniformity of thin film magneticlpcstructures, hard disks and
microelectronic devices. It also provides the &piid analyze the constituent elements of a bufkda-elemental analysis. Sales prices of
these products range from approximately $50,001%0,000. See "--Strategic Alliances."
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LEAK DETECTION/VACUUM EQUIPMENT

For over 50 years, Veeco (and its predecessor®) praduced mass spectrometry leak detection equipnsed for the non-destructive
precise identification of the size and locatioreztks in sealed components. Leak detectors areingedroad range of electronic, aerospace
and transportation products, with applicationshie production of automotive airbags, semicondutdéwices, air conditioning and
refrigeration components, chemical valves, medieaices such as pacemakers, and fiber optic cabtkiption. Since the Acquisition, Vee
has sold more than 1,000 leak detectors througheutorld and services an installed base of appratdly 5,000 units, including portable
and console units. Veeco also produces vacuum coemt®, including vacuum pumping stations and gaugeieh are sold primarily to
research and university customers.

Veeco's leak detection product line includes thkefong products:

AUTOMATIC PORTABLE LEAK DETECTORS. Fully automatiow-cost portable leak detectors provide grossfaredleak detection for a
wide range of applications, including use in seméiator cleanrooms. They feature automatic tunimyclibrating and require minimal
operator training. Sales prices of the portabl& Wetectors range from approximately $20,000 to,@30.

CONSOLE LEAK DETECTORS. Designed for production,ugeeco's line of console leak detectors featuratdaomatic monitor display
and a unique dual mass spectrometer for high régonland accuracy. Sales prices of the consoledegéctors range from approximately
$30,000 to $40,000.

ILD-4000 INDUSTRIAL LEAK DETECTION SYSTEMS. The ILEX000's are industrial leak detection systems ifgh production, in-line
process testing applications. Sales prices ofrttiastrial leak detectors range from approximat&g,$00 to $200,000.

STRATEGIC ALLIANCES

Veeco's overall business strategy includes thedtion of alliances with strategic partners with @damentary products or businesses, to
assist Veeco in gaining access to new marketsntdegies and products.

IBM AGREEMENT. As part of its strategic allianceaegy, Veeco is party to an agreement with IBMgia&nded, the "IBM Agreement")
with respect to the IBM-manufactured SXM Workstatend the new IBM-manufactured SXM 200M (Manual)akhis in the development
phase. Pursuant to the IBM Agreement, Veeco has &geointed exclusive worldwide sales and marketipgesentative to market, service
and sell the SXM Workstation and the SXM 200M (Maldo customers in the semiconductor and datag&imndustries. With respect to the
SXM Workstation, the IBM Agreement expires in Oaoli998 and Veeco, at its option, may extend theexgent to October 2000. With
respect to the SXM 200M (Manual), the IBM Agreemexpires three years from the product completiae ¢ahich Veeco anticipates to be
in January 1998) or around January 2001 and Vexdts option, may extend the agreement for antiadil two years. Pursuant to the IBM
Agreement, Veeco has agreed to purchase a mininoummber of SXM Workstations and SXM 200M (Manual)tiosnents. At May 31, 1997,
Veeco's purchase commitment under this agreemenaparoximately $3,480,000 with respect to the SKkrkstation and $600,000 with
respect to the SXM 200M (Manual). In addition, widfspect to the SXM 200M (Manual), Veeco is requiepay a fee of $1,400,000 to IE
in consideration for access to IBM's source codelusive marketing rights of the product and ar&eto manufacture the product under
certain circumstances; such fee is payable ovevamsmonth period.

Pursuant to the IBM Agreement, in the event thal Ia) discontinues production of the SXM Workstatmr the SXM 200M (Manual), (b)
unable to provide sufficient production of the SXNbrkstation or the SXM 200M (Manual), or (c) faits provide required support for the
SXM Workstation or the SXM 200M (Manual), IBM hagraed to grant Veeco an exclusive worldwide licelse
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manufacture the SXM Workstation or the SXM 200M (Mal), as the case may be, for sale to the semimboidand data storage industries.
In such event, the parties have agreed to negatiatatually agreeable royalty and license agreement

In the event of such a discontinuance, Veeco'shabil manufacture and distribute the SXM Workstator the SXM 200M (Manual) on a
timely basis could be disrupted until such timé/aeco's production operations for the SXM Worksiar the SXM 200M (Manual) are
established and the parties conclude the royaliyiaanse agreement. IBM is obligated to ship potsidior which orders have been accepted
by IBM prior to the effective date of such discontance, and to provide Veeco with an opportunitgurmchase additional quantities of the
SXM Workstation and SXM 200M (Manual) instrumerdgstieet Veeco's requirements. Under the IBM Agre¢mBM would not be liable
for any lost profits or other consequential damggeduding damages based upon third-party claima)rred by Veeco as a result of IBM's
actions (or inactions) with respect to the IBM Agmeent.

Pursuant to the IBM Agreement, IBM may, and hath&past, licensed intellectual property rightatiab to AFM technology to third partie

VEECO/SEIKO INSTRUMENTS AGREEMENTS. In July 1993e&co entered into agreements with Seiko Instrun(#ms'Veeco/Seiko
Instruments Agreements"), pursuant to which, anuthgr things, Veeco became the exclusive sales agenservicer of Seiko Instruments'
XRF products in North America, South America anddpe, and Seiko Instruments became Veeco's diitiigunarketing and servicing
representative in Japan and other parts of Asia.Videco/Seiko Instruments Agreements, in additioproviding Veeco with enhanced
access to the Japanese and other Asian markets ¥dRF products, also give Veeco access to Seikouments' large installed customer |
in the United States and broadens Veeco's prothect |

Under the Veeco/Seiko Instruments Agreements, Veemxguired to purchase for sale in North Amerauth America and Europe a
minimum of Seiko Instruments' XRF products (meadurg sales volume), and Seiko Instruments is reguio purchase for sale in Japan and
other parts of Asia a minimum of the UPA Technold@F products (measured by sales volume). Thesamain requirements are to be re-
negotiated by Veeco and Seiko Instruments for &aelve-month period during the term of the agreetsighthe parties fail to timely agree
on minimum sales requirements for a twelve-montiiope the applicable agreement will terminate. ialby either party to achieve

minimum sales levels will give the other party thght to terminate the applicable agreement upod&@' notice. Each of the Veeco/Seiko
Instruments Agreements is for a three-year ternighvis automatically extended for additional onexdygerms unless either party provides the
other with notice of its desire to terminate aneggnent. In April 1993, Seiko Instruments was apeaify Veeco as the exclusive distributor
in Japan of Veeco's ion beam systems product line.

OTHER STRATEGIC ALLIANCES. Since 1968, Ulvac hashehe exclusive distributor of Veeco's (and isdacessors) stylus surface
profiler products in Japan and in 1993, Ulvac waisaanted as the exclusive distributor of the SXMié&bation in Japan. The current
Distribution Agreement between Veeco and Ulvac indglly entered into on December 15, 1974 and wiain in effect until either party
gives the other 90 days' prior notice of its ini@mto terminate such Agreement. In 1994, Sloardhiced the Dektak FPD-650, a flat panel
display profiler developed by Veeco to meet prodyecifications defined by Ulvac in response togpecific needs of flat panel display
manufacturers in Japan. Ulvac is also the excludisteibutor of Veeco's Dektak FPD-650 in South &oand Taiwan.

On September 18, 1996, Sloan entered into a Digimib Agreement (the "Schmitt Distribution Agreerti¢mvith Schmitt Measurement
Systems, Inc. ("Schmitt"), pursuant to which Sleas appointed the worldwide exclusive distributardertain products of Schmitt (with
certain exceptions). Under the Schmitt Distributhgreement, Sloan will market, sell and servicerBitt's current product line as well as
assist in engineering and automating Schmitt prtsdiee volume production applications. The ternitef Schmitt Distribution Agreement
ends on September 17, 1998, and is automatically
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renewed for consecutive one-year periods unlelergitarty notifies the other of its intention tonténate the Agreement six months prior to
the expiration of the then current term.

Veeco believes that these strategic alliances enadéco to continue to access new technologiesnarodiuce innovative products in a cost-
efficient manner and will expand Vecco's worldwastomer base. Future strategic arrangements rkaytta form of joint ventures or joint
research and development projects, as well assitiqus or other business combinations.

SALES AND SERVICE

SALES. Veeco sells its products worldwide througtombination of direct (i.e., Veeco-employed) satgwesentatives and independent
distributors, whose territories do not overlap \with product line. Veeco believes that the sizeation and expertise of its sales organization
represents a competitive advantage in the marksésves. Veeco employs approximately 56 saleepsafnals in its worldwide sales
organization, with sales offices located in Milgit&alifornia; Santa Barbara, California; Tustimlidrnia; Plainview, New York;
Minneapolis, Minnesota; Dourdan, France; Munichgr@mny; Watford, England; Hong Kong; and Tokyo, Japa addition to Ulvac and
Seiko, Veeco has entered into exclusive distrilbutigreements with several independent distribatomighout the world. Other than Ulvac,
none of these independent distributors accountechéme than 10% of Veeco's sales during the yede@dbDecember 31, 1996. See "--
Customers."

Independent distributors typically carry a fulldinof Veeco's products within a product line, anahedalistributors, such as Seiko Instruments,
distribute products from more than one of Veecodslpct lines. Most distributors also provide pradsigpport and servicing for the Veeco
products sold by them. As previously described, 983 Veeco entered into exclusive distributorshipragements in Japan with Seiko
Instruments with respect to the ion beam systemdyat line.

See Note 8 to the Veeco Consolidated Financiaé®tants for data pertaining to Veeco's net saleséadfiliated customers by geographic ¢
and for Veeco's United States operations expogssal

SERVICE. Veeco believes that its field service oigation is a significant factor in Veeco's succé&&=eco provides worldwide customer
service from five service centers in the United&athree in Europe (Dourdan, France; Watford J&rd) and Munich, Germany) and four in
Asia (Tokyo, Japan; Hong Kong; Bangkok, Thailand Benang, Malaysia). In addition, most distribufmevide service and technical
support for the Veeco products they sell. Becatiskeeolarge installed base of its ion beam systamgace metrology, X-ray fluorescence
measurement systems and mass spectrometry leaitideteroducts, its multiple service centers asdéisponsiveness to customer needs,
Veeco believes that its service organization presidecco with opportunities for future sales tesBrg customers.

Veeco provides service pursuant to warranty, seregmtract or on a service-call basis. Veeco'symotstypically carry a one-year warranty,
which includes labor costs and replacement of diefeparts. Veeco also offers enhanced warrantgiame.

Veeco offers several types of service contractduding preventative maintenance plans, on-calsiteservice-call plans and other
comprehensive service arrangements. Veeco protrigiesng for its customers and employees and ceaisoh services, including a 24-hour
hotline service, for certain products.

Approximately 23% of Veeco's 1996 net sales wereegged from service and support and the salearegparts and components.
CUSTOMERS

Veeco sells its products to many of the world'sandpta storage, semiconductor, and flat panelalispanufacturers, and to customers in
other industries, research centers and universi@sthe year
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ended December 31, 1996 and for the three monttededarch 31, 1997, approximately 55.5% and 631&%pectively, of Veeco's total net
sales were to customers in the data storage ingagtproximately 27.4% and 23.3%, respectively,ensales to customers in the
semiconductor industry; approximately 3.8% and 2.8%pectively, were sales to customers in theplaiel display industry; and the
remaining approximately 13.3% and 11.2%, respelgtivé net sales were to other industry customedsta universities and research centers.

Sales to Read-Rite, which utilizes products pritpdrom Veeco's ion beam system product line tat&i&6,682,000, $6,631,000, $893,000,
$7,117,000 and $3,294,000 representing 17.2%, 912840, 24.1% and 16.0% of Veeco's net sales foy¢les ended December 31, 1996,
1995 and 1994 and for the three months ended Mafrcth997 and 1996, respectively.

Sales to Seagate, which also utilizes productsagriiynfrom Veeco's ion beam system product linéaled $15,469,000, $16,768,000,
$13,499,000, $7,010,000 and $4,151,000 represeb@irdyo, 23.2%, 27.3%, 23.7% and 20.1% of Veecd'sales for the years ended
December 31, 1996, 1995 and 1994 and for the theehs ended March 31, 1997 and 1996, respectigelyording to industry reports,
Seagate is one of the world's largest disk drivaufacturers.

Excluding sales to Read-Rite and Seagate, satég toext five top customers accounted for 22.9%/%2 23.7%, 15.7% and 31.0%, in the
aggregate, of total net sales of Veeco for thesyeaded December 31, 1996, 1995 and 1994 andddhtée months ended March 31, 1997
and 1996, respectively.

End-users of Veeco's products in each of the faligweategories include:

SEMICONDUCTOR D ATA STORAGE FLAT PANEL DISPLA Y

AMD Applied Magne tics Applied Komatsu
AT&T Headways Tech nology Casio Computer
CNET/SGS Thomson IBM Dai Nippon Print
DEC Komag Dai Nippon Screen
Harris Semiconductor Mitsumi IBM Japan
Hewlett Packard Company Quantum Samsung

Hyundai Read-Rite Sumitomo Corp.
Micron SAE Magnetics Toshiba Corp.
Mitsubishi Seagate

Motorola Sony

National Semiconductor

NEC

Philips

Samsung

Seiko Instruments Inc.

Siemens

Texas Instruments

Toshiba

VLSI Technology, Inc.

ENGINEERING, RESEARCH AND DEVELOPMENT

Veeco believes that continued and timely develogroEnew products and enhancements to existingymtsdcare necessary to maintain its
competitive position and relies on a combinatioit®bwn internal expertise and strategic alliangith other companies to enhance its
research and development efforts. Veeco utilizesimation supplied by its distributors and custosnerdesign and develop new products
and product enhancements and to reduce time-toangémkthese products. Through its strategic
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alliances, Veeco has obtained the rights to selitiahal products on a timely and cost efficiensisaSee "--Strategic Alliances."

Veeco's engineering, research and developmentaregare organized by product line; new producte feeen introduced into each of
Veeco's product lines in each of 1996, 1995 andi1B@ring 1996, Veeco added 13 new products tpritduct lines: the RF-350S, the
Reactive Secondary lon Beam Sputtering Depositimte®n, and the Multitarget Secondary lon Beam DigipasSystem to its ion beam
systems line; the Dektak 300 S, 300 SL, 200 SI20@ISL Series V Stylus profilers, the Dektak TM#Q, TMS-2000W, and TMS-3000W
Optical Scatterometers (developed by Schmitt Meamant Systems) and the High Definition SXM Atomarde Microscope to its surface
metrology line; and the MS-50 Console Leak Deteatat MS-50 Dual Port Console Leak Detector toritRistrial measurement line.

Engineering research and development expensesenfoMgere approximately $9,804,000, $7,101,000,25000, $2,952,000 and
$2,004,000 or 10.1%, 9.8%, 10.3%, 10.0% and 9.7#eb&ales, for the years ended December 31, 199, and 1994 and for the three
months ended March 31, 1997 and 1996, respectiValse expenses consisted primarily of salari@ge@rmaterial and other product
development and enhancement costs.

MANUFACTURING

Veeco's principal manufacturing activities, whi@nsist of design, assembly and test operations, fiice at its Plainview, New York
headquarters, where ion beam systems, XRF andi&tektion/vacuum equipment product lines are preduand in Santa Barbara,
California, at the headquarters of Veeco's Slodsigiary, where the stylus surface metrology sygteoduct line is produced. The SXM
workstation sold by Veeco is manufactured by IBMt@Boca Raton, Florida facility.

Veeco's manufacturing and research and developiwmections have been organized by product line. \ddestieves that this organizational
structure allows each product line manager to notwgely monitor the products for which he is resgble, resulting in more efficient sales,
marketing, manufacturing and research and developrieeco has also implemented a Total Quality Mangent program, which seeks to
emphasize customer responsiveness, customer sdngbeguality products and a more interactive ng@naent style. By implementing these
management philosophies, Veeco believes that iintasased its competitiveness and positioned itsefuture growth.

Certain of the products sold by Veeco are obtafrau single sources pursuant to written agreeméfgeco relies upon IBM for manufact
of the SXM Workstation, and termination of Veeaxgeement with IBM or other disruptions in the dypy product could have an adverse
effect on Veeco's results of operations. In addjta®rtain of the components and sub-assembliasdied in Veeco's other products are
obtained from a single source or a limited groupugipliers. Although Veeco does not believe itapehdent upon any supplier of the
components and sudssemblies referred to in the previous senteneesate source or limited source for any criticahponents (other than
set forth above), the inability of Veeco to develdfernative sources, if required, or an inabitdymeet a demand or a prolonged interruption
in supply or a significant increase in the priceopé or more components could adversely affect ¥eaperating results.

BACKLOG

Veeco's backlog consists generally of product arfil@rwhich a purchase order has been receivedvaiah are scheduled for shipment
within twelve months. Because a large percentagéeeto's orders require products to be shippeldarsame quarter in which the order was
received, and due to possible changes in delivehrgdules, cancellations of orders and delays pnséint, Veeco does not believe that the
level of backlog at any point in time is an acceraticator of Veeco's performance.
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COMPETITION

Veeco faces substantial competition from estabtistampetitors in each of the markets that it sersesie of which have greater financial,
engineering, manufacturing and marketing resoutttaas Veeco. In addition, to a lesser extent manyeafco's product lines face competition
from alternative technologies, some of which argdoestablished than those used by Veeco in ddymts. Significant marketing factors for
surface metrology and ion beam systems includesyperformance, accuracy, repeatability, easeefradiability, cost of ownership, and
technical service and support. Veeco believesntpetes favorably on the basis of these factoradh ®f Veeco's served markets for such
products. None of Veeco's competitors competes aico across Veeco's product lines.

Veeco's ion beam systems compete with other iomisystem manufacturers such as Commonwealth Saie@trporation, Hitachi and
Nordiko.

In the market for surface metrology systems, Vemmpupetes with several companies. The SXM Workstatammpetes with AFM products
produced by other manufacturers such as Digitatuntents as well as with high-end SEM equipmentipced by manufacturers such as
Hitachi, Ltd. In the surface profiler market, Veemampetes primarily with Tencor Instruments.

In the XRF market, Veeco competes with other masiufers of XRF products, including Twin City Intational, Inc., CMI International, a
Fischer, Inc. In the leak detector/vacuum equipmesutket, Veeco competes primarily with Varian Asates, Inc., Leybold A.G. and Alcat
NV.

PATENTS, TRADEMARKS AND OTHER INTELLECTUAL PROPERTY

Veeco's success depends in part on its propriegahnology. Although Veeco attempts to protecintsllectual property rights through
patents, copyrights, trade secrets and other mesginere can be no assurance that Veeco will lee@protect its technology adequately or
that competitors will not be able to develop simikchnology independently.

Veeco has more than 50 patents covering its vapoaducts which Veeco believes provides it withoepetitive advantage. Veeco has a
policy of seeking patents when appropriate on itiees concerning new products and improvementsaetsgb its on-going research,
development and manufacturing activities. Veeceleb that there are no patents which are critic#leeco's operations, and that the
success of its business depends primarily on tienteal expertise, innovation, creativity and mérigeand distribution ability of its
employees.

Veeco also relies upon trade secret protectioit§aronfidential and propriety information. Thermndie no assurance that others will not
independently develop substantially equivalent gedgry information and techniques or otherwisengaicess to Veeco's trade secrets or
disclose such technology or that Veeco can meauliggirotect its trade secrets.

Veeco is the licensee of certain intellectual propewned by IBM which is associated with the SXMo¥kstation, including "SXM," which
a registered trademark owned by IBM. See "--Stiat&giiances."

ENVIRONMENTAL MATTERS

In October 1993, the California Regional Water @ualontrol Board, Central Coast Region (the "RWQLiBsued a Cleanup and
Abatement Order ("CAQ") for the site (the "Sitef)aofacility which was leased by a predecessoroi$ ("Old Sloan") in Santa Barbara,
California. The CAO declared that Lambda Electreriw. ("Lambda"), Veeco and certain other pattiad caused or permitted certain
hazardous waste to be discharged into waters (@tide at the Site where they create, or threateretite, a condition of nuisance. (Veeco is
named as a "discharger" in the CAO because it eadjtine
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assets and liabilities of Old Sloan pursuant toAbquisition; in addition, Veeco may be requiredrtdemnify Lambda for obligations
incurred by Lambda as a result of Old Sloan's djmeTs.)

In compliance with the CAO, Veeco submitted a ottive action plan for remediating contaminatedssatlthe Site, by excavating them,
spreading them, tilling them, and then refilling ttaxcavated areas with these soils. The RWQCB sapgrihis corrective action plan on June
6, 1994 and on November 29, 1994, the Santa Batamaty Air Pollution Control District exempted therrective action activities from the
District's air permit requirements. The soil renaidin was completed in September 1995. Veeco reuotly performing post soil remediation
groundwater monitoring.

Reports prepared by consultants hired by Veecdgralvners of the Site indicate elevated levelsaesfain contaminants in samples of
groundwater underneath the Site. Veeco's conssltante recommended that additional groundwatessisemnt activities and the preparation
of a groundwater corrective action workplan, asinegl by the CAO, should await the results of ghwater testing conducted by other
parties near the Site. Until that time, Veeco (\Wita acquiescence of the RWQCB) is monitoring gdwater contamination levels at the Site
on a quarterly basis, and is reviewing the resflthird party groundwater assessment and mongaagtivities being conducted in the
vicinity of the Site. Veeco cannot predict the extef groundwater contamination and cannot detegrairthis time whether any or all of the
groundwater contamination may be attributable éoattivities of neighboring parties. Veeco may bl liesponsible for the costs of
remediating any groundwater contamination unden tine vicinity of the Site but Veeco cannot prediee potential scope of such costs at
this time.

Pursuant to the Acquisition, Veeco is requiredag,@and has paid for each of the past seven yaaute, $15,000 per year of the expenses
incurred in connection with the operation of certaguipment used in connection with the monitoand remediation of certain
environmental contamination at Veeco's Plainvie@ewN ork facility. Veeco may under certain circunmstes also be obligated to pay up to
an additional $250,000 in connection with the impdatation of a comprehensive plan of environmemtalediation at the Plainview facility;
pursuant to the terms of the Acquisition, Lambdawell as its corporate parent, Unitech, and aewélambda’s subsidiaries) are required to
pay all other costs and expenses relating to adly plan of environmental remediation. Because b somprehensive plan of remediation
has been required to date, Veeco is not in a positi estimate more precisely what any actuallligbhight be.

Veeco is aware that petroleum hydrocarbon contaiomaas been detected in the soil at the sitbefacility leased by Sloan in Santa
Barbara, California (the "Sloan Building"). For fnths after the Acquisition, Veeco owned all & tutstanding capital stock of a comp.
which held title to the Sloan Building, and a Idasd in the property on which the Sloan Buildingasated. In July 1991, the capital stock of
such company was transferred to Lambda, pursugnbtasions in the agreement relating to the Adtjois. Although there appears to be no
evidence that the petroleum constituents fountiénsbil are associated with any activities of Slattne Sloan Building, under Federal and
California environmental statutes, current "owreard operators" and "owners and operators” at e ¢f disposal of hazardous substances
may be deemed liable for removal and remediatiacbafamination at a facility. In connection witletAcquisition, Lambda and Unitech plc
agreed to indemnify Veeco for liabilities incurreg Veeco which arise from the environmental contetion at the site, and any costs and
expenses relating to the remediation thereof.

EMPLOYEES

At March 31, 1997, Veeco had approximately 357 tinlle employees, including 111 in manufacturing tesding, 56 in sales and marketing,
64 in service and support, 79 in engineering, meseand development, and 47 in general administiaind finance. The success of Veeco's
future operations depends in large part on Veedulgy to recruit and retain engineers, technisiand other highly-skilled professionals who
are in considerable demand. There can be no assutiaak Veeco will be successful in
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retaining or recruiting key personnel. None of M@e@mployees is represented by a labor union @st&has never experienced a work
stoppage, slowdown or strike. Veeco considersniigleyee relations to be good.

None of Veeco's senior management or key emplagemsbject to an employment agreement; in additiome of such individuals is subje
to an agreement not to compete with Veeco. HoweéserScherr, a director of Veeco, is party to asidting agreement with Veeco.

FACILITIES

Veeco's headquarters, principal manufacturing aedarch and development facilities are located i80a000 square foot building in
Plainview, New York, which is owned by Veeco. Irddthn, Veeco leases the Sloan Building from Lambidze Sloan Building, located in
Santa Barbara, California, is a 30,000 squareiaitiing which serves as the administrative, sateaufacturing and research and
development facility of Sloan. The lease expiredune 1998.

Veeco also leases two facilities located in Milpjt€alifornia and Tustin, California, for use akesand service centers for certain of its
products. Subsidiaries of Veeco lease space foasisales and service centers in Dourdan, Frangeichl, Germany; Watford, England;
Hong Kong and Tokyo, Japan.

Veeco believes that it will be able to either rertbelease for the Sloan Building on satisfacteryrts or find a suitable substitute for such
facility. Based on the foregoing, Veeco believeddilities are adequate to meet its current needs

Certain levels of environmental contamination hbgen detected at the Plainview, New York and SBathara, California facilities of
Veeco. See "Business--Environmental Matters."

LEGAL PROCEEDINGS

See "Business--Environmental Matters". Except asrileed therein, there are no material legal prdicgss involving Veeco or any of its
subsidiaries.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS OF VEECO

RESULTS OF OPERATIONS

The following table sets forth, for the periodsicated, the relationship (in percentages) of setkitems of Veeco's consolidated statements
of operations to its total net sales:

THREE
MONTHS
ENDED
YEARS ENDED DECEMBER 31 MARCH 31,
1996 1995 1994 1997 1996
Netsales......ccooviivniiiiiiciieces 100.0% 100.0% 100 .0% 100.0% 100.0%
Cost of sales 56.7 54.3 58 .5 56.3 55.4
GroSS Profit.......ccccceeriiiecniieiiniennens 43.3 457 41 5 43.7 44.6
Operating expenses:
Research and development.........ccccovvvee 10.1 9.8 10 .3 10.0 9.7
Selling, general and administrative............ L 20.2 23.3 22 .6 195 21.2
AMOrtization.......ccoovvvvviiiiiiciiies 2 2 7 2 3
Other--Net.....cccooviniiiiiiiiieiieceee 2 2 ( .2) A4
Total operating eXpenses.......ccccvvvvevceeneces e 30.7 335 33 4 29.7 31.6
Operating INCoOME......coccevvieniieeiieeeceee s 12.6 12.2 8 1 14.0 13.0
Interest (income) expense (7) (.5) 5 .3 (4) (@10
Income before income taxes and extraordinary item.. L 13.3 12.7 2 .8 14.4 14.0
Income tax provision (benefit)......cccocveeeeee s 5.0 3.3 @@ .6) 5.5 5.2
Income before extraordinary item.......c.ccceeeeee. s 8.3 9.4 4 4 8.9 8.8
Extraordinary (loss), net of taX.....cccceeeeeeeee. s 1 4)
NEtINCOME. ..o s 8.3% 9.4% 3 .0% 8.9% 8.8%

THREE MONTHS ENDED MARCH 31, 1997 AND 1996

Net sales for three months ended March 31, 199¢ased by approximately $8,907,000 or 43% ovecdtimeparable 1996 period. T
increase principally reflects continuing growthiom beam system sales. Sales in the US increaggdxamately 53%, while international
sales included an approximately 45% decrease in)ap31% decrease in Europe and a 400% incredssa#racific. The Company believ
that there will continue to be quarter to quartariations in the geographic concentration of saiksvever, there appears to be a trend of
increasing sales demand in Asia-Pacific attrib@ablthe expansion of hard drive and semiconduithrstries in that region.

Sales of ion beam systems for the first quarter9®7 of approximately $17,898,000 increased by@pprately $8,278,000 or 86% over the
comparable period in 1996, driven principally bgrieased demand from the data storage industnyjidbrdensity hard drives. Of this
increase, approximately 73.8% was due to growtlolame, with the balance of the increase due tapgmoximately 30.7% higher average
selling price of a system resulting from a shiftirstomer demand to multi-process modules witheeed automation. Sales of surface
metrology products for the first quarter of 1997pproximately $6,610,000 increased by approxirg&i@B3,000 or 16% over the
comparable 1996 period, reflecting increased SXdtipct sales as a result of the semiconductor ingsshvestment in next generation sub-
0.35 micron and smaller-featured device productiinthis increase, approximately 39.1% was dueadevth in volume, with the balance of
the increase due to an approximately 17.2% higherage selling price of surface metrology produstdes of industrial measurement
products for the first quarter of 1997
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of approximately $5,043,000 decreased by approxin&304,000 or 6% compared to the comparable génid 996, as the result of a
decrease in leak detection equipment sales.

Veeco booked approximately $31,399,000 of ordethérfirst quarter of 1997 compared to approxinya$25,449,000 of orders in the first
quarter of 1996, reflecting both the increased dehfar high density hard drives and the continuetlistry transition to the next generation
MR thin film magnetic heads and increasing ordersSXM products.

Gross profit for the first quarter of 1997 of apgroately $12,909,000 represents an increase ofoappately $3,702,000 or 40% over the
comparable 1996 period. Gross profit as a percerafget sales decreased to 43.7% for the firsttguaf 1997 from 44.6% for the first
quarter of 1996. This decline was principally doehanges in product mix.

Research and development expense in the firstaquafri997 increased by approximately $948,000yot 1% compared to the first quartel
1996, principally driven by the increased R&D intwasnt in ion beam systems.

Selling, general and administrative expenses irfiteequarter of 1997 increased by approximately3$2,000 or by 32% compared to the
first quarter of 1996. The increase was primarikg do approximately $1,065,000 of additional sgléxpense comprised of sales
commissions related to the higher sales volumejedisas increased sales and sales support compenaat travel expense.

Operating income increased to approximately $4000 pr 14% of net sales for the first quarter dd28ompared to approximately
$2,685,000 or 13% of net sales for the first quasfe1 996, due to the above noted factors.

Income taxes for the first quarter of 1997 amoumnteaipproximately $1,609,000 or 38% of income befacome taxes in 1997 compared to
approximately $1,075,000 or 37% of income beforesdor the same period in 1996.

YEARS ENDED DECEMBER 31, 1996 AND 1995

Net sales were $96,832,000 for the year ended Deee81, 1996 representing an increase of approgiyn&24,473,000, or 33.8%, for t
fiscal year ended December 31, 1996 as compark®a®. The increase reflects growth in all thre¥@éco's product lines--ion beam
systems, surface metrology and industrial measurerBales in the U.S. increased approximately 388Pfle international sales included a
37.8% increase in Asia Pacific and a 56.2% incr@adapan and a 3% decrease in Europe.

Sales of ion beam systems increased by 60.3% t@eppately $53,213,000 in 1996 compared to 1995thB3fincrease, approximately
55.9% is due to growth in volume, with the balaotéhe increase attributable to an approximately2whigher average selling price of a
system resulting from a shift in customer demanchtrdti-process modules with increased automatidris §rowth was principally driven by
increased demand for mass memory storage due tapaeity ramp up in both magnetoresistive anddtide thin film magnetic heads
required in high density hard drives.

Sales of surface metrology products increased %40 approximately $23,902,000 in 1996 compaoetb95 principally as a result of
increased sales of SXM Workstations for semicoratuapplications.

Sales of industrial measurement products increbged7% to approximately $19,717,000 in 1996 coragdo 1995 as a result of increased
volume due to the introduction of new productshia leak detection product line, while the averaaessprice of a product was comparable in
1996 and 1995.

Gross profit increased to approximately $41,901,@0@3.3% of net sales for 1996, compared to $8D0, or 45.7% of net sales for 1995.
The decline in gross margin percentage was pritigidae to product and geographic mix changes ifase metrology and industrial
measurement products lines. The
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lower gross profit percentage attributable to pmaunix resulted from increased sales of the SXM Mgtation and other products distributed
for other manufacturers, which historically havel h@awver gross margins, as well as for increasesiles of newly introduced products, the
costs of which are generally higher than for mapralucts. Export sales, which generally have highées discounts and service and
distribution costs, increased by 46.0%, which neght impacted gross margins.

Research and development expense increased byxapptely $2,703,000 to approximately $9,804,0001@1% of net sales in 1996
compared to approximately $7,101,000 or 9.8% adssad 1995, as Veeco increased its R&D investrmreaach of its product lines with
particular emphasis on ion beam products.

Selling, general and administrative expenses iseay approximately $2,714,000 to 20.2% of netssed 1996 from 23.3% for 1995.
Selling expense increased $2,353,000 principaligmrised of sales commissions related to highessalkime, as well as increased
compensation and travel expense as a result dfi@uiali sales and service personnel required to@tipMeeco's growth. Veeco received
approximately $107 million of orders in 1996 congzhto approximately $84 million of orders in 19956 & 27.9% increase. This resulted
book to bill ratio of 1.11 to 1 for 1996.

Operating income increased to approximately $120®Por 12.6% of net sales for 1996 compared td2B000 or 12.2% of net sales for
1995, due to the above noted factors. Veeco indwaneoperating loss in its foreign operations far year ended December 31, 1996 of
approximately $300,000 compared to operating incofrapproximately $257,000 for the year ended Ddxar1, 1995, principally as a
result of an approximately $253,000 unfavorablengiesin foreign exchange transactions, a sales whlecline and the sale of additional
SXM Workstations at lower gross profit margins théaeco's other product lines.

Income taxes amounted to $4,822,000 or 37.5% ainmecbefore income taxes and extraordinary iten1$&6 as compared to $2,395,000 or
26.1% of income before income taxes and extraordiib@m for 1995. Veeco's effective tax rate in 898as lower as a result of Veeco
recognizing previously unrecognized deferred taetss

YEARS ENDED DECEMBER 31, 1995 AND 1994

Net sales increased by approximately $22,925,0006 @%, for the fiscal year ended December 31518%pproximately $72,359,000
compared to 1994. The increase reflects growthi iini@e of Veeco's product lines--ion beam systesusface metrology and industrial
measurement. Sales in the U.S. increased appraaly%, while international sales included an agpnately 44% increase in European
sales and an approximately 47% increase in Asidi€aales including Japan.

Sales of ion beam systems increased by 58.1% to®ppately $33,184,000 in 1995 compared to 1994s Ttrease was principally
attributable to an increase in volume while therage sales price of a system was comparable in 4883.994. This increase was driven by
increased demand from mass memory storage anemehegnications markets.

Sales of surface metrology products increased by958o0 approximately $20,830,000 in 1995 compaoetP94 as a result of increased sales
of SXM Workstations for semiconductor applicati@ml increased sales of surface profilers in AsgEfieaand Europe. This increase was
principally attributable to an increase in volumkile the average sales price of a system was cahfeain 1995 and 1994.

Sales of industrial measurement products increbge.2% to approximately $18,345,000 in 1995 camqbéo 1994 as a result of the
introduction of new products in both the leak détecand XRF thickness measurement systems prdidest This increase was principally
attributable to an increase in volume while therage sales price of a system was comparable in 4883994,
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Gross profit increased to approximately $33,085,@0@15.7% of net sales, for 1995 compared to $20D0D0, or 41.5% of net sales for 1994.
This improvement was due to the sales volume ise®described above, product mix changes and iragroperating efficiencies. Product
mix favorably impacted gross margins in 1995 asman®d to 1994 due to the increase in sales oféambsystems and stylus profilers which
generate higher gross margins than Veeco's industgasurement products. Operating efficienciegwbtained in 1996 compared to 1995
by reduction in cycle times and higher throughput.

Research and development expense increased byxapptely $2,005,000 to approximately $7,101,0009.826 of net sales in 1995
compared to approximately $5,096,000 or 10.3% lefssa 1994, as Veeco increased its R&D investrireatich of its product lines.

Selling, general and administrative expenses isemay approximately $5,651,000 to 23.3% of netssed 1995 from 22.6% for 1994.
Selling expense increased $4,150,000 principaligmrised of sales commissions related to highessalkime, as well as increased
compensation and travel expense as a result dfi@uiali sales and service personnel required to@tipMeeco's growth. Veeco received
approximately $84 million of orders in 1995 commhte approximately $55 million of orders in 1994.

Operating income increased to approximately $8(0@Bpr 12.2% of net sales for 1995 compared to83000 or 8.1% of net sales for 19
due to the above noted factors.

As a result of the repayment of all outstandingtdelDecember 1994 from the proceeds of the IPOthadnvestment of the net proceeds
from the Public Offering completed in July 1995,8¢e had $391,000 of interest income in 1995 conaper&2,620,000 of interest expense
in 1994,

Income taxes amounted to $2,395,000 or 26.1% aofhmecbefore income taxes and extraordinary iten18®5. Veeco's effective tax rate is
lower than the statutory tax rate as a result afdderecognizing previously unrecognized deferredassets. It is anticipated that Veeco's
effective tax rate in 1996 will approach the statuttax rate.

LIQUIDITY AND CAPITAL RESOURCES

Net cash provided by operations totaled approxim&#,718,000 for the first three months of 1997pared to approximately $133,000

the comparable 1996 period. This increase refttincrease in net income for the first quartet@3¥7 of approximately $827,000 over the
comparable 1996 period coupled with favorable clkang operating assets and liabilities. Net caskiged by operations totaled $7,173,000
for the fiscal year ended December 31, 1996 conapar&1,980,000 for 1995, due primarily to net imeoof $8,038,000 in 1996 compared to
net income of $6,792,000 in 1995. Cash flow in 1885 also impacted by an increase of approxim&@|§72,000 in accounts receivable.
Net cash provided by operations of $1,980,000Herfiscal year ended December 31, 1995 compar$88,000 for 1994 primarily due

net income of $6,792,000 in 1995 compared to reztrre of $1,479,000 in 1994 partially offset by dapesin operating assets and liabilities.

Accounts receivable increased by approximately $8®Bat December 31, 1996 to $19,826,000 from 8B30®0 at December 31, 1995, due
primarily to increased sales. Accounts receivahdedased by approximately $6,291,000 to $18,983@kcember 31, 1995 from
$12,692,000 at December 31, 1994, primarily dudéancreased sales.

Inventories increased by approximately $5,468,G@ezember 31, 1996 to $21,263,000 from $15,79520@ecember 31, 1995. The
increase was principally due to purchases reqtioethe increased level of sales orders. Invensariereased by approximately $5,101,000 at
December 31, 1995 to $15,795,000 at December 35 tdm $10,694,000 at December 31, 1994 pringiphlle to purchases required for
the introduction of new products and increasedllef/sales orders.
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Accounts payable increased by $2,467,000 at DeceBihel 996 to $11,196,000 from $8,729,000 at Deeer8ih, 1995 due to a higher level
of purchases associated with the increased salesigoAccounts payable increased by $1,316,00Caebber 31, 1995 to $8,729,000 from
$7,413,000 as a result of purchases required éinthoduction of new products.

Accrued expenses increased by $2,441,000 at Dece3thh&996 to $9,964,000 from $7,523,000 at Decer@bel1995 as a result of increa
customer deposits and payroll-related liabilities.

Working capital totaled approximately $43,454,00@acember 31, 1996 compared to approximately $37000 at December 31, 1995.
Cash increased to approximately $21,209,000 atmbee31, 1996 as a result of cash from operatiangatly offset by approximately
$3,766,000 of capital expenditures. Working capitat approximately $37,461,000 at December 31, £88fpared to approximately
$16,122,000 at December 31, 1994. Cash increasgubroximately $17,568,000 at December 31, 199% 3,279,000 at December 31,
1994 as a result of cash from operations and Veéudlic Offering.

Veeco made capital expenditures of approximate|2@8,000 for the three months ended March 31, @@ pared to approximately
$439,000 in the comparable 1996 period. Capitaéegjiures in the first quarter of 1997 principakyflect investments in building
improvements, laboratory tools and business inftionaystems. Veeco made capital expenditures gf683000 for fiscal year 1996,
principally for manufacturing facilities, laboragyoand test equipment and computer system upgradesmpared to $965,000 of capital
expenditures for 1995. Veeco's capital expenditiae$995 related primarily to the purchase of lahory and test equipment and
manufacturing facility improvements. Veeco expéhtt capital expenditures will increase in the ngxdr as it improves its manufacturing
facilities and acquires additional equipment feriitn beam deposition systems business.

Relative to the acquisition in April 1997 of the tia and Magnetics Applications business of MatsriRésearch Corporation, Veeco believes
that it will expend approximately $10,000,000 o$lealuring the last nine months of 1997 for the pase of this business as well as for fu
capital expenditures and working capital requiretsiehhe expected time-frame for developing the aeduechnology into commercially
viable products is approximately 12 months fromaheuisition date and it is anticipated that dutimg time-frame between $2,000,000 and
$3,000,000 of expense will be incurred in connectigth the technical and research and developnfért&necessary to develop these
products.

In July 1996, Veeco entered into a new credit figefthe "Credit Facility”) with Fleet Bank, N.Ana The Chase Manhattan Bank. The Credit
Facility, which may be used for working capitalgaisitions and general corporate purposes, prowgeso with up to $30 million of
availability. The Credit Facility bears interestla¢ prime rate of the lending banks, but is adpistto a maximum rate of 3/4% above the
prime rate in the event Veeco's ratio of debt &hdiow exceeds a defined ratio. A LIBOR basedragtrate option is also provided. As of
March 31, 1997 there were no amounts outstandidgrume Credit Facility. As of March 31, 1997, Vescavailability under the Credit
Facility was reduced by approximately $1,000,00@ assult of outstanding letters of credit, whidmsist of a standby letter of credit in the
amount of $365,000 in favor of IBM established pars to the IBM Agreement and letters of crediaimaggregate amount of $635,000 to
support foreign purchases. The Credit Facilityeisused by substantially all of Veeco's personaperty, as well as the stock of its Sloan
subsidiary.

Pursuant to a sales and marketing agreement with YReco has agreed to purchase a minimum numb@&\fmanufactured SXM
Workstations, and the new IBM-manufactured SXM 200&nual) which is in the development phase, fée 8§ Veeco to customers in the
semiconductor and data storage industries. As gf 81a 1997, Veeco's purchase commitment for SXM k&@itions under this agreement
was approximately $3,480,000, of which $1,230,00prbducts are required to be purchased priorl§o1B987 and $2,250,000 in products
required to be purchased prior to a date to bem@ied. As of May 31, 1997, Veeco's purchase comarit for SXM 200M (Manual)
instruments under this agreement was approxim&ed,000; as this product is still being developkd,date by which such purchases must
be made has yet to be determined. Also under theABreement, Veeco is required to pay a $1,400,000
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fee with respect to the SXM 200M (Manual) over dqukof seven months. In addition, Veeco has mimmpurchase obligations pursuant to
agreements with certain other suppliers. See '&iatAlliances."

Veeco believes that the cash generated from opagtiunds available from the Credit Facility désed above and existing cash balances
will be sufficient to meet Veeco's projected workitapital and other cash flow requirements foeast the next 24 months.

INFORMATION ABOUT WYKO
WYKO'S BUSINESS

Wyko was founded in December 1982 to design anéldpwnon-contact, high-precision test and measunesguipment. Wyko designs,
manufactures, markets and services a broad lihegbfperformance, non-contact surface metrologypmqgent. Using laser and white light
optical technology combined with advanced softwaaré electronics, Wyko instruments assist manufac$un increasing product yield and
improving new product design by generating preaisesistent quantitative data on the surface straadf critical components. Wyko's
customers are predominately large manufacturettseimass memory, semiconductor, machined surfawketics industries. Current
customers include Hewlett Packard Company, Hughissild Systems, IBM, Lawrence Livermore Nationabbgatory, Quantum, Seagate,
Read-Rite, and SAE Magnetics. Wyko also sellsritglpcts to other industries, research and developoenters, national standards
laboratories, and universities.

Historically, test and measurement equipment ctedisf contact profiling devices and visual, quiite inspection systems. Advancing
technologies allow manufacturers in a variety dfuistries to produce smaller devices, requiring npoegise tolerances and intricate design
geometries. For example, read-write heads curr@ntiguced for computer hard drives are one-thiedsilae of readvrite heads manufactur:
five years ago. This trend toward miniaturizatiom dighter tolerances creates new challenges fowfaaturers, as they are required to
handle, measure and test increasingly smaller caemgs. High performance, non-contact metrologyrimsénts are an enabling technology
for the mass memory, semiconductor and other lighrtology industries to produce these smaller corapis.

Instrumentation is increasingly used to accuratedasure the conformity of parts to their speciftra, detect defects directly on the
manufacturing line, and provide statistical feedbi@mcimprove process control. As the mass memamiconductor, and micro-electronic
device manufacturing industries install more sajdased production and assembly processes, thdsstites are adding measurement and
defect detection instruments to improve productiontrol, yield and product quality.

Substantially all Wyko instruments are designethike non-contact surface measurements using irderédry technology. Wyko
instruments employ either white light or laser sagrto measure surface roughness and shape bingre&trference patterns from the opt
path difference between the test surface and eerefe surface. Using a combination of phase shiftiterferometry and vertical scanning
interferometry, Wyko instruments are designed padig and precisely measure and characterize aserahgurface sizes and shapes.

WYKQO'S PRODUCTS

Wyko products are currently used in the data smragmiconductor, micro-machined devices, opticsrasearch industries for production
control, failure analysis, prototype developmerd advanced
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research. The following table summarizes Wyko'sentrprincipal products and the principal industtie which it offers such products.

UNIVERSITY AND

SEMI- DATA MICRO- OPTICS RESEARCH AND
PRODUCT CONDUCTOR STORAGE MACHINED INDUSTRY INDUSTRIAL DEVELOPMENT
X X X X
X
X X X
X X
ANGLE AND DISTANCE MEASUREMENTS
Static Attitude Test Inspection System
(SATIS)..c it X X

MICRO-STRUCTURE MEASUREMENTS

Wyko pioneered the use of phase shifting interfertoyn(PSI), developed in 1983, and vertical scagivterferometry (VSI), developed in
1992, to measure surfaces as smooth as .03 narreroetes rough as 2 millimeters.

Interferometry, coupled with microcomputers andestd the art software, is a powerful method ofidpmeasuring and characterizing
surface microstructure on a variety of surface sype

Wyko's current principal micro-structure surfaceasirement equipment products consist of:

NT 2000. Manufacturers of precision parts and camepts use the NT 2000 line of microstructure mesment instruments to measi
surface roughness, heights, and shapes. CustosethaiWyko systems because they are non-contéertpoth areal measurements and
high-resolution linear profiles and provide highegision, quantitative results with extensive sofevanalysis.

The NT 2000 incorporates both phase-shifting antioa-scanning interferometry to obtain measuretmesults on surfaces as smooth as 0.3
nanometers or as rough as 2 millimeters. This coatliin of technologies provides the basis for ain@nge of applications in many
industries.

The semiconductor industry uses these instrumentetsure wafer roughness, CMP polishing pad ssfand wafer edges. For advanced
packaging applications, Wyko has developed a sfmsibversion of the NT 2000 (identified as the BuMeasurement Profiler System--
BMPS) for measuring bump connections. This profiteasures surface height, bump volume and diaraatebump coplanarity on silicon
wafers and ceramic substrates. This instrumentiges\greater accuracy than traditional laser scangchniques which may miss peaks,
underestimate heights, and are often less detetenimdocusing with coatings. The BMPS instrumest@nmodates 4 to 8 inch wafers
without any hardware change. The fully-automatedAB\bystem integrates a vertical scanning interéeremcroscope (based on the NT
2000) with precision robotic wafer handling and W\gkmeasurement and analysis software. The BMR&iment provides rapid, accurate
and repeatable measurements of surfaces at the, lienpvafer, substrate and lot level and repauts b statistics in accordance with pre-
configured computerized instructions on bump laratind pass/fail criteria. Measurements are cordparéhe customer's drawings, which
disclose bump locations to automatically deternmmgsing, bridged and extra bumps.

Manufacturers in semiconductogtated industries use the NT 2000 for measuriop@icard patterns, IC patterns, microsensors, niagnk,
detector arrays and micro-machined devices inggilids an engineering research and developmemtimsnt, or a failure analysis tool used
by quality engineering departments, the data géeeduring measurement may be analyzed by the Wyko

44



Vision-TM-proprietary software package that incladgatistical analysis, image processing, datatjpens and graphical displays.

Wyko has also developed special packaging and aoétapplications to extend the NT 2000 technolafionally and internationally to a
broad industry base. Extensions include applicatfonautomotive engine cylinder measurements aatba roll testing in the print industry.

HD 2000. The HD 2000 instruments are a line of pstiucture measurement equipment used by manuéastof mass memory components
including manufacturers of heads, disks, drivessargbensions. Manufacturers of mass memory componsa the HD 2000 to measure
surface roughness, heights, and shape. These arstose the Wyko systems because they are nonetdiatst, repeatable, and offer both
areal measurement and high-resolution linear g®find provide high-precision, quantitative resulth extension software analysis specific
to this industry. HD 2000 instruments are useddégearch and development, production control, m®oaprovement, final parts inspection,
incoming parts inspection, and field failure anays

The HD 2000 is designed for high-throughput, deiddesting. The instrument may be purchased toatp&vith manual controls or full
automation. Many customers from this industry eteqiurchase fully automated instruments to elit@rgperator variability. With

diminished feature sizes in the head and suspes)diom HD 2000 is a reliable tool for measuring thke manufacturing processes yield parts
that meet critical specifications.

The Wyko proprietary software for the HD 2000 pa®s a number of benefits to Wyko customers inclydinmediate feedback on new head
design parameters, reduction in the product desigle, and a reduction in the time required togfannew product designs from engineering
to manufacturing.

MACRO-CONTOUR MEASUREMENTS

Macro-contour measurement equipment is designettiin measurements of surface figure of part siaeging from less than one inch to
24 inches. Wyko instruments used to measure sufiiguee are typically of Fizeau or Twyman-Greereifiérometry designs. Incorporating
algorithms for phase ramping, phase stepping, phaaeapping, data reduction and analysis, Wyko m&ontour measurement instruments
are currently used by leading manufacturers anarébries world-wide including, among others, Nagibinstitute of Standard Technology
("NIST"), Commonwealth Scientific and Industrial $&&arch Organization ("CSIRO"), Lawrence Livermowmidhal Laboratories, Mitsubist
Quantum, Seagate, Hughes Missile Systems and Ledktartin.

A primary application for the macro-contour instremts is in the measurement of hard disk shapesimidiss memory market. Wyko macro-
contour instruments measure the flathess and peafoce parameters of disks at each stage in thefatdnting process. Manufacturers use
these instruments to measure disks made of a sydstrates including metals, glass and ceramics.

Wyko macro-contour instruments are used to momigsformance throughout the production processudiot unpolished disk blanks, in-
process disks during polishing, and disks assemniblddves. All macro-contour instruments include/k proprietary software for analyzing
shape, runout, velocity and acceleration. Data beaginalyzed graphically in three dimensions, twoetisional profiles, and contour plots.

Macro-contour measurement equipment is also usttkinptics industry to measure optical surfacerigand transmitted wavefront
accuracy.
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ANGLE AND DISTANCE MEASUREMENTS

In 1994, Wyko introduced the Static Attitude Tesilpe (SAT). In collaboration with its leading custers, Wyko combined laser
triangulation and auto-collimation to produce astinment to accurately measure the position andlangrientation of the surface of the
suspensions used in magnetic head production. WétiStatic Attitude Test Inspection System ("SAT]|A'sophisticated fixture properly
references the position of the suspension relabivis mounting boss and elevator point positidnsnanual mode, an operator uses a
micrometer to set the offset distance while mompthe distance on a computer screen. The measatésmnmade in less than one fifth of a
second. Software provides rapid data analysis. Wylsbomers for these products include Hutchinsarhiielogy, Inc., Read-Rite, SAE
Magnetics, and Quantum.

SALES AND SERVICE

SALES. Wyko sells its products in the United Statesugh direct sales employees and internatiorhaityugh independent distributors. In
United States, Wyko employs approximately ninedalisales engineers with sales offices located irs®n, Arizona, Chelmsford,
Massachusetts and Santa Clara, California. Intemealtsales are made through twelve distributarseong sales and service in more than
sixteen countries including Japan, China, Hong Kénalaysia, Singapore, Thailand, Philippines, Ineisia, Korea, Taiwan, United Kingdo
Ireland, Germany, Italy, and France. Internaticzadés are managed through Wyko's headquarterscspmuArizona. Wyko employees train
and provide technical guidance to Wyko distributd¥yko distributors directly sell to internatioraistomers and provide product installation
and field support services.

SERVICE. Wyko believes that a strong commitmergduvice is essential to customer satisfaction. Wgkouits professional sales and
service engineers to support Wyko's more than 88bmers and 1,200 installations of instrumentddwide. The customer service and
applications department installs Wyko productsyftes a minimum of one day training in the fieldnducts customer training classes, and
provides on-going software consulting services. Wgkovides a one year parts and labor warrantynaaices available post warranty service
agreements for the hardware and software updateprenentive maintenance.

CUSTOMERS AND END USERS

Wyko sells its instruments to many of the worldigge manufacturers in the data storage, semicomguesearch, micro-machined devices
and optics industries. Examples of end users of M\fyoducts in these categories include:

MICRO-MACHINED

DATA STORAGE SEMICONDUCTOR AND RESEARCH OPTICS
Hoya Hewlett Packard Company 3M CSIRO

Hutchinson Technology Lucent Technology AMP Hughes Missile Systems
IBM MEMC Ciena Lawrence Livermore
Komag Motorola Eastman Kodak National Laboratory
Maxtor NEC JPL Lockheed Martin
Quantum Mitsubishi Silicon Rockwell Los Almos

Read-Rite Sumitomo Corp. Rosemont NIST

SAE Magnetics Texas Instruments Siecor Schott Glass

Seagate Vistakon

Yamaha

Sales to one of Wyko's distributors, AMAC Corpooatitotaled approximately $2,700,000, $1,600,0@00@&0,000, $1,000,000 and $700,000
representing 15%, 12%, 19%, 12% and 19% of Wyketsales for
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the years ended December 31, 1996, 1995 and 1@Ptbathe three months ended March 31, 1997 an@,Ir@3pectively. Sales to another
distributor of Wyko, DYMEK ASIA Company, totaled ppximately $2,500,000, $1,000,000, $700,000, $1,(@0 and $200,000
representing 14%, 7%, 7%, 21% and 5% of Wyko'salets for the years ended December 31, 1996, 1895394 and for the three months
ended March 31, 1997 and 1996, respectively.

In January 1996, Wyko entered into an agreemerdr(@nded to date, the "Livermore Agreement”) wittiMdrsity of California Lawrence
Livermore National Laboratory ("Livermore"). Pursiuido the Livermore Agreement, Wyko has agreedeliver certain instruments to
Livermore for a total purchase price of $2,734,7185%pril 1997, Wyko entered into a further agreetneith Livermore (the "Blanket
Purchase Agreement"), pursuant to which Wyko isiireg to deliver certain additional instrumentd.tieermore for a total purchase price of
$792,850. The term of the Blanket Purchase Agreemires at the end of February 1999 (and mayxtended for an additional year at the
option of Livermore).

In December 1995, Wyko entered into an agreemeht@lina Xiao Feng Technology and Equipment Coh{fi& Xiao Feng"), pursuant to
which Wyko has agreed to deliver certain instrura¢atChina Xiao Feng for a total purchase pric$310,000.

ENGINEERING, RESEARCH AND DEVELOPMENT

Wyko believes that continued and timely developnoémtew products and enhancements to existing ptedbat meet customer needs for
quality and reliability are necessary to maintégncompetitive position. Wyko uses information digipby its sales engineers and customers
to design and develop new products and productrex@maents. The location of Wyko's headquarters s®n, Arizona has led to a strong
association with the University of Arizona's Opti€ziences Center for the recruiting of qualifieshdidates for Wyko's engineering
department. The State of Arizona has also desidriieson as the nucleus of the "Optics ClustefSyam for the exchange of innovative
ideas and programs related to optics development.

Wyko's engineering departments develop and supperhanufacture of current and future products. d\Myis developed expertise in optis
electrical, mechanical and software engineeringv [deducts have been introduced into each of Wypi@sduct lines in 1996, 1995, and
1994. During 1996, Wyko added six new productsggioduct lines.

Engineering research and development expenses kb Wgre approximately $2,660,000, $2,056,000, 8,8, $737,000 and $525,000 or
14.6%, 15.3%, 18.4%, 9.0% and 13.9% of net salethéoyears ended December 31, 1996, 1995, and a884or the three months ended
March 31, 1997 and 1996, respectively. These exgsecansist primarily of salaries, project matesiadl other product development and
enhancement costs.

MANUFACTURING

Wyko's manufacturing activities are conductedsaTitcson, Arizona headquarters. Manufacturing fanstfor its products consist of design,
assembly and test operations. Some componentsigpéesl by third party vendors and integrated Migko's finished products. Many of
these components are standard products, althougé ace made to Wyko specifications.

Certain components and sub-assemblies are obtaorada limited group of suppliers. Wyko uses a catepzed management information
system to track parts on order, estimate futurairements, and maintain inventory control. Altholylgko does not believe it is dependent
upon any one supplier as a sole source for criticaiponents, an interruption in supply could resuttelays of product shipments.
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BACKLOG

Wyko's backlog consists generally of product ordersvhich a purchase order has been received &mchvare scheduled for shipment wit
twelve months. Because a large percentage of Wygkd&rs require products to be shipped in the sgmeter in which the order was
received, and due to possible changes in delivehrgdules, cancellation of orders and delays innsbig, Wyko does not believe that the le
of backlog at any point in time is an accuratedatbr of Wyko's performance. At March 31, 1997, Wgkirm backlog was approximately
$12,000,000, all of which Wyko expects to fill ifd7. At March 31, 1996, Wyko's firm backlog was epgmately $4,600,000.

COMPETITION

Wyko faces substantial competition from establisbethpetitors in each of the markets it serves, soiwehich have greater financial,
engineering, manufacturing and marketing resoutttaas Wyko. In addition, to a lesser extent, manyMyko's product lines face competition
from alternative technologies, some of which argkr established than those used by Wyko in itdymts. Significant competitive factors
for Wyko's products include system performanceuesty, repeatability, ease of use, reliability, &achnical service and support. Wyko
believes it competes favorably on the basis ofetastors in each of Wyko's served markets for surolducts.

Wyko's micro-structure surface measurement systampete with manufacturers such as Zygo Corporabdgital Instruments, Tencor and
View Engineering, Inc. Wyko's macro-contour meamest systems compete with manufacturers such as @ggporation, Olympus and
Tropel. Wyko's angle and distance measurement gggripcompete with CyberOptics Corporation, Brumkagietics Corporation and
Advanced Imaging.

PATENTS, TRADEMARKS AND OTHER INTELLECTUAL PROPERTY

Wyko's success depends in part on its proprietafyriology. Wyko has more than 30 patents covetingairious products which Wyko
believes provide it with a competitive advantage/ké/has a policy of seeking patents when apprapoatinventions concerning new
products and improvements as part of its on-go@sgarch, development and manufacturing activitiggo believes that there are no patents
that are critical to Wyko's operations, and thatdhccess of its business depends primarily otethaical expertise, innovation, creativity
and marketing ability of its employees. Although kgyattempts to protect its intellectual propergghts through patents, copyrights, trade
secrets and other measures, there can be no assthahWyko will be able to protect its technol@glequately or that competitors will not
be able to develop similar technology independently

Wyko also relies upon trade secret protectiont®confidential and proprietary information. Theem be no assurance that others will not
independently develop substantially equivalent getary information and techniques or otherwisengaicess to Wyko's trade secrets or
disclose such technology or that Wyko can meanihgfuotect its trade secrets.

EXECUTIVE OFFICERS AND KEY EMPLOYEES

The following table sets forth certain informatiooncerning the executive officers and key employdésyko:

NAME AGE POSITION EMPLOYEE SINCE
James C. Wyant.............. 54 Director and President 1984
John B. Hayes..... 44 Director and Vice President 1985
Esther J. Davenport. . 46 Director and Executive Vice President 1988
Roberto Constantakis......................... 59 Vice President of Manufacturing 1988
Stephen Martinek.........cccccecvveeivneenns 45 Vice President of International Sales 1986
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James C. Wyant has been the President of Wyko &@@4. Prior to 1984, Dr. Wyant was a Professddpfical Sciences at the University of
Arizona since 1974. Dr. Wyant joined the facultijeakerving six years as manager of advanced épticianiques at Itek Corporation.

John B. Hayes has been Vice President of Wyko sif8@. Dr. Hayes joined Wyko in 1985 after compigtihe requirements for his gradt
degree at the University of Arizona. Dr. Hayes p&dr experience with the Los Alamos National Ladiory in New Mexico.

Esther J. Davenport has been Executive Vice PnasaféaVyko since 1994. Ms. Davenport joined Wykd.®88 and previously held the
position of Vice President of Finance and Admimitstn. Prior to joining Wyko, Ms. Davenport seniadzarious management positions in
financial and strategic planning areas at IBM.

Roberto Constantakis has been Vice President olfdaturing at Wyko since 1990. Mr. Constantakisigol Wyko in 1988 and previously
held the position of Manufacturing Manager. Prinjdining Wyko, Mr. Constantakis served in varionanagement positions in operations
and production at Vega Corporation and Milliporer@wation.

Stephen Martinek has been Vice President of Intemmal Sales at Wyko since 1994. Mr. Martinek jalin&'yko in 1986 and previously held
the positions of production engineer, developmegireeer and customer services manager. Prior aingpiWyko, Mr. Martinek held various
positions at TRW and Pacific Sierra Research Caitpmr.

EMPLOYEES

On March 31, 1997, Wyko had approximately 118 eygds, including 30 in manufacturing, 27 in saled service, 47 in engineering, and
14 in general administration. The success of Wykdige operations depends in large part on Wy&bikty to recruit and retain engineers,
technicians and other highly skilled professionelt® are in considerable demand. There can be nwas® that Wyko will be successful in
retaining or recruiting key personnel. None of Wgkemployees is represented by a labor union ankb\WWgs never experienced a work
stoppage, slowdown or strike. Wyko considers itplegee relations to be good.

None of Wyko's senior management or key employesahject to employment agreements; in additionerad such individuals is subject
an agreement not to compete with Wyko.

FACILITIES

Wyko's headquarters, principal manufacturing aséaech and development facilities, customer serejgplications laboratory and
demonstration equipment are located in a 110,008rsdgoot building in Tucson, Arizona. The facilisyowned by Wyko, subject to a
mortgage, which at March 31, 1997, had an outstenbalance of $2,644,000. Approximately 69,335 sgteet of this facility is leased to
Intuit, a California corporation specializing inrpenal tax and financial accounting software. Triteit lease initially expires on August 31,
1998 (plus one option to extend for an additiorealqu of 5 years).

Wyko also leases two facilities for use as prodadts and service centers. Wyko leases a 1,86%esfipad space located in Santa Clara,
California. The Santa Clara lease expires on M8dch999. Wyko's other sales and service cengeBig8 square foot space located in
Chelmsford, Massachusetts. The Chelmsford leasieesxpn November 30, 1998.

Wyko believes that its facilities are adequate &hits current needs, and that suitable additionaubstitute space will be available as
needed to accommodate expansion of Wyko's opegation
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LEGAL PROCEEDINGS

Wyko is a defendant in a patent infringement lawgigid in June 1988 in the United States Dist@ourt for the District of Arizona, titled
ZYGO CORPORATION V. WYKO CORPORATION (Number CIV 864 TUC JLQ). The suit alleged that certain Wykodurcts infringe:
Zygo's patents, and sought monetary damages aimjlaction. The case was decided adversely to Wigkiune 1994. Wyko appealed the
decision which was partially reversed by a decisibthe Court of Appeals, ZYGO CORP. V. WYKO CORP?, F.3d 1563 (Fed. Cir. 1996),
with an opinion determining that only certain Wyducts made in 1988 and 1989 infringed a paldrd.case has been remanded to the
District Court for a redetermination of damages.Kd/has been ordered to establish and fund an esaroaunt in the amount of $1,500,000
until a final decision is reached. Wyko believeis #lscrow amount exceeds the amount sought inrétalvery by the plaintiff. See Note 8 to
the Wyko Corporation and Subsidiaries Consolid&iedncial Statements included elsewhere in thigy&iatement.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS OF WYKO

RESULTS OF OPERATIONS

The following table sets forth, for the periodsicated, the relationship (in percentages) of setkittms of Wyko's consolidated statements
of operations to its total net sales:

THREE M ONTHS
YEARS ENDED DECEMBER 31 ENDED MA RCH 31
1996 1995 1994 1997 1996
NetsalesS....cccovvvviiiiiiieieeieee 100.0% 100.0% 100.0% 100.0% 100.0%
CostofsaleS.....ccoovvveeiviciiciiiceeeeeee L 39.9 40.0 44.7 43.9 43.3
Gross Profit..cc e 60.1 60.0 55.3 56.1 56.7
Operating expenses:
Research and development..........ccccovceee. L 14.6 15.3 18.4 9.0 13.9
Selling, general and administrative............. .. 23.0 26.5 30.7 18.8 29.1
Legal fees and claims related to litigation...... ... - - 19.4 -- -
Other--net.......ccccoovvvviniiicieeeee L 22 @11 @4 @3 2.7)
Total operating eXpenses.......cccocceveeveceees 35.4 40.7 67.1 26.5 40.3
Operating income (10SS)....cccoevvvvvvvivccciiee L 24.7 19.3 (11.8) 29.6 16.4
Interest (income) expense--net......ccceceveeeeeee. L .7 1.8 3.6 2 .8
Income (loss) before income taxes.......cccccoeeee.. L 25.4 175 (154) 294 15.6
Income tax provision (benefit)......ccccccceeee.. L 10.0 (.7 .8 115 6.0
Netincome (I0SS)....cccevvvviieeeiniiiiieeaeieeee 154% 18.2% (16.2)% 17.9% 9.6%

THREE MONTHS ENDED MARCH 31, 1997 AND 1996

Net sales were approximately $8,203,000 for theetlmonths ended March 31, 1997, representing aease of approximately $4,421,00C
116.9% as compared to the three months ended N8drct996. The increase reflects growth in demandh&iruments used in the mass
memory, semiconductor and micro-electronics indestiOf this increase, approximately 82.0% wastdugrowth in volume, with the
balance of the increase attributable to an apprately 25.0% higher average selling price of a syst®ales in the U.S. increased
approximately 105%, while international sales iase nearly 130 %. Wyko received approximately 8,00 million of orders in the first
quarter of 1997 compared to approximately $5,71B@0lion of orders in the comparable period of 838 an increase of 26.1%. This
resulted in a book to bill ratio of 0.9 to 1 foetfirst quarter of 1997.

Gross profit increased to approximately $4,600,0086.1% of net sales for the first quarter of 198¥mpared to $2,146,000 or 56.7% of net
sales for the first quarter of 1996. The decreaggass profit as a percentage of net sales wasipaily caused by changes in product mix.
The shipment of several new products in the fitgtrter led to an increase in the warranty resehexéby decreasing profit margins), while
established products had higher margins due todwgments in cost from higher volumes.

Research and development expense increased byxapptely $212,000 to approximately $737,000, oP® & net sales in the first quartel
1997 compared to approximately $525,000 or 13.9%ebfales in the first quarter of 1996, as Wylaweased its R&D investment in its core
technologies, automation, and software.

Selling, general and administrative expenses isetdy approximately $439,000 for the three moettded March 31, 1997 from the three
months ended March 31, 1996, but decreased asanage of net sales to 18.8% for the three mamitled March 31, 1997 from 29.1% for
the three months ended March 31, 1996. Sales atdroer service expenses increased due to salesissimns related to higher sales
volume, as well as increased service personnelregtjto support Wyko's growth.
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Operating income increased to approximately $2PBDpr 29.6% of net sales for the first quartet@7 as compared to $620,000 or 16.4%
of net sales for the first quarter of 1996, dutheabove-noted factors.

Income taxes amounted to $945,000 or 39.2% of ircbefore income taxes for the first quarter of 189¢ompared to $227,000 or 38.59
income before income taxes for the first quartet @96.
YEARS ENDED DECEMBER 31, 1996 AND 1995

Net sales were approximately $18,210,000 for tlee gaded December 31, 1996 representing an incoéaggroximately $4,744,000
35.2% for the fiscal year ended December 31, 18%bempared to 1995. The increase reflects growttemand for instruments used in the
mass memory, semiconductor and micro-electronigsstries. Of this increase, approximately 96.4% agesto growth in volume, with the
balance of the increase attributable to an appratdly 6.8% higher average selling price of a systeates in the U.S. increased
approximately 19%, while international sales insexhnearly 60%. International sales have incresiggificantly because customers for
Wyko products have rapidly increased their demancefluipment in their overseas production fac8itiEhe data storage industry has
significantly increased production in Malaysia, @i Thailand and Indonesia. Wyko received approtéina28 million of orders in 1996
compared to approximately $15 million of orderd $95 for an 87% increase. This resulted in a bodlt ratio of 1.5 to 1 for 1996.

Gross profit increased to approximately $10,9408060.1% of net sales for 1996, compared to $8000B4or 60.0% of net sales for 1995.

Research and development expense increased byxapptely $604,000 to approximately $2,660,000,46% of net sales in 1996
compared to approximately $2,056,000 or 15.3% bbakes in 1995, as Wyko increased its R&D investneits core technologies,
automation, and software.

Selling, general and administrative expenses isedy approximately $607,000 in 1996 from 199% daereased as a percentage of net
sales to 23.0% in 1996 from 26.5% in 1995. Salescaistomer service expenses increased due toczatenissions related to higher sales
volume, as well as increased service personnelregtjto support Wyko's growth.

Operating income increased to approximately $4@@Bpr 24.7% of net sales for 1996 as compare@ %0%,000 or 19.3% of net sales for
1995, due to the above-noted factors.

Income taxes amounted to $1,816,000 or 39.4% aihmecbefore income taxes for 1996 as compared $88/900 benefit for 1995. Wyko
recorded a net income tax benefit in 1995 as dtreEWyko recognizing previously unrecognized dede tax assets.

YEARS ENDED DECEMBER 31, 1995 AND 1994

Net sales were approximately $13,466,000 for theefiyear ended December 31, 1995 representimcegaise of approximately $2,869,(

or 27.1% for the fiscal year ended December 315E39compared to 1994. This increase reflects grawtlemand for non-contact
measurement and test equipment. Of this incregpepdmately 86.5% was due to growth in volume jwmtite balance of the increase
attributable to an approximately 5.5% higher aversgjling price of a system. Sales in the U.S.eased approximately 40%, while
international sales increased approximately 11%kd\feceived approximately $15 million of ordersl®O5 compared to approximately $10
million of orders in 1994 for a 50% increase.

Gross profit increased to approximately $8,074,0060.0% of net sales for 1995 compared to $5,88B@ 55.3% of net sales for 1994, due
to improved efficiencies and product mix. The irage in gross profit margin was due to the volumgaich on the absorption of fixed
overhead, improved margins for specially engineg@reducts and favorable product mix.
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Research and development expense increased byxapptely $98,000 to approximately $2,056,000 083% of net sales in 1995 compared
to approximately $1,958,000 or 18.4% of net salek994.

Selling, general and administrative expenses isedy approximately $367,000 in 1995 from 1994 daereased as a percentage of net
sales to 26.5% from 30.7%. Selling expenses inetepsncipally due to increased commissions foesaind increased staffing for customer
services and applications support. The decreasggenses as a percentage of net sales resultedfrerating and cost efficiencies achieved
by better utilization of space, equipment and pemsband improved prices from vendors.

In 1994 Wyko accrued $1,500,000 related to a padésvauit and incurred legal and other costs of 38301, as described in footnote 8 to the
Wyko consolidated financial statements.

Operating income increased to approximately $2(E35pr 19.3% of net sales for 1995 compared topamating loss of $1,517,000 or 14.3%
of net sales for 1994, due to the above noted facto

A net income tax benefit of $89,000 was recordetidf5 as a result of Wyko recognizing previouslyeangnized deferred tax assets.
LIQUIDITY AND CAPITAL RESOURCES

Net cash used in operations totaled approximat@®i 00 for the three months ended March 31, 188acipally due to an increase
accounts receivable of approximately $2,818,00@allr offset by net income of approximately $1,4880 and changes in other operating
assets and liabilities. Net cash provided by opmmattotaled approximately $2,000,000 for the fisemr ended December 31, 1996 compi
to $4,000 for 1995. The increase in cash providedgderations in 1996 compared to 1995 is princjpdile to making $1,170,000 of escrow
deposits in 1995 and receiving $1,320,000 in esesfunds in 1996. Net cash provided by operatidr#¢000 for the fiscal year ended
December 31, 1995 compared to a use of $311,00D0®4t was primarily due to net income of $2,445,000995 compared to a net loss of
$1,717,000 in 1994, partially offset by changesperating assets and liabilities.

Accounts receivable increased by approximately@,@0 at December 31, 1996 to $4,288,000 from8&R0®0 at December 31, 1995, due
primarily to increased sales. Accounts receivaklerebsed by approximately $224,000 to $2,686,00@eember 31, 1995 from $2,910,000
at December 31, 1994.

Inventories increased by approximately $2,032,GdDezember 31, 1996 to $4,088,000 from $2,056,@@eaember 31, 1995. The increase
was principally due to purchases required for titoedased level of sales orders. Inventories inebhy approximately $302,000 at Decerr
31, 1995 to $2,056,000 at December 31, 1996 from381000 at December 31, 1994 principally due taipases required for the introduct
of new products and increased level of sales orders

Accounts payable increased by $403,000 at DeceBiher996 to $679,000 from $276,000 at Decembef 335 due to a higher level of
purchases associated with the increased sales golscaounts payable increased by $111,000 at Deee8ih 1995 to $276,000 from
$165,000 at December 31, 1994.

Working capital totaled approximately $7,488,000atrch 31, 1997, representing an increase of appeately $1,581,000 compared to
December 31, 1996. Cash and cash equivalents abxpymately $1,380,000 at March 31, 1997 decreageabiproximately $876,000 from
December 31, 1996 principally due to cash usegérations. Working capital totaled approximatelyd5,000 at December 31, 1996
compared to approximately $1,846,000 at Decembget 33d5. Cash and cash equivalents increased toxpgately $2,256,000 at December
31, 1996 as a result of cash from operations. Wigrkapital was approximately $1,846,000 at DecerBhel 995 compared to approximately
$561,000 at December 31, 1994.

Wyko made capital expenditures of $117,000 fordigear 1996, compared to $190,000 of capital edtjperes for 1995.
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During 1996, Wyko entered into a revolving credjteement (the "Credit Facility") with Northern Ttiank of Arizona, N.A., which
replaced its previous credit facility. The workiogpital Credit Facility enables Wyko to borrow opil,500,000. Borrowings under the
Credit Facility bear interest at a rate based erptime rate of the lending bank, adjustable tcaaimum rate of 3/4% above the prime rate.
The Credit Facility expires October 20, 1997. Thedt Facility is secured by accounts receivabla famished goods inventories. The Credit
Facility also contains certain restrictive covesamhich, among other things, impose limitationshwéspect to changes in ownership. Wyko
is also required to satisfy certain financial testsluding the maintenance of a specified constdid tangible net worth and maintaining
certain net worth and current ratios. As of Mardh B997 and December 31, 1996 and 1995, no borgswirere outstanding under Wyko's
credit facilities. It is contemplated that the Qtdehcility will be terminated prior to the consuration of the Merger.

Long-term debt consists of a mortgage note, whidflarch 31, 1997, had an outstanding balance @&482000. The mortgage note, which
bears interest at a rate of 8.5% and will matur©otober 14, 2002, is collateralized by land amaiidding.

Wyko believes that the cash generated from opergtiminds available from the Credit Facility andsérg cash balances will be sufficient to
meet Wyko's projected working capital and othehdéswv requirements for at least the next 12 monittsvever, in the event that the Mer
is consummated, working capital requirements whiohild have been funded from the Credit Facilityl wé funded by Veeco.

UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

The following unaudited pro forma combined finahsi@tements give effect to the proposed Mergenden Veeco and Wyko under the
pooling of interests method of accounting. The ulitad pro forma combined financial statements ased on the respective historical
consolidated financial statements and notes théastapplicable) of Veeco and Wyko which are inetliélsewhere herein. The unaudited
forma combined balance sheet assumes that the Meaeplace on March 31, 1997 and combines Veddaleh 31, 1997 consolidated
balance sheet with Wyko's March 31, 1997 consdaidi@ialance sheet. The unaudited pro forma comisitséements of operations assume
that the Merger took place as of the beginningd¥4land combine Veeco's consolidated statememsafe for the fiscal years ended
December 31, 1996, 1995 and 1994 and for the theghs ended March 31, 1997 and 1996 with Wyka'salidated statements of
operations for the fiscal years ended Decembet 336, 1995 and 1994 and for the three months ektdedh 31, 1997 and 1996,
respectively. This presentation is consistent Withfiscal years expected to be combined afted#te of the closing of the Merger.

The unaudited pro forma combined financial statdmare based on the estimates and assumptioratheinf the notes to such statements.
The pro forma adjustments made in connection vighdevelopment of the pro forma information ardimieary and have been made solely
for purposes of developing such pro forma inforovafor illustrative purposes necessary to compiyhe disclosure requirements of the
Commission. The unaudited pro forma combined fir@rstatements do not purport to be indicativehef tesults of operations for future
periods or the combined financial position or tesults that actually would have been realized hackhtities been a single entity during tr
periods.

Veeco and Wyko estimate that they will incur dirgahsaction costs of approximately $2,750,000&ated with the Merger which will be
charged to operations in the fiscal quarter in Whie Merger is consummated. This amount is arpediry estimate only and is therefore
subject to change. There can be no assurance ¢ea\Mvill not incur additional charges in subsequgerarters to reflect costs associated
the Merger.

These unaudited pro forma combined financial statémshould be read in conjunction with the histdrconsolidated financial statements
and the related notes thereto of Veeco and Wykdaghwdre included elsewhere herein.
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UNAUDITED PRO FORMA COMBINED BALANCE SHEET

AT MARCH 31, 1997

(IN THOUSANDS, EXCEPT SHARE DATA)

ASSETS

Current assets:
Cash and cash equivalents.....................
Short-term investments................ .
Accounts and trade receivables.................
INVENLONIES....cvvveveeeeeieieieiiiiiees
Prepaid expenses and other current assets......
Deferred income taxes...........cccccvvvvveens

Total current assets..........occvveevviveeeenne

Property, plant and equipment......................
Excess of cost over net assets acquired, net.......
ESscrow deposit.......cceeeeeeviiiiiciiiiiiiiennns

Other assets.......cceveiviiiieiiiiiiiee e

Total asSetS......ccvveeeevviiiiciiiiieiieeeeen.

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:
Accounts payable...........c.cccooiiiiinnn
Accrued expenses.....
Income taxes payable.................. .
Current portion of long-term debt..............

Total current liabilities............ccccceeee.e..

Deferred income taxes
Other liabilities..............
Long-term debt..........cooovviiiiiiiiiiieeeen.

Shareholders' Equity:

Common stock (9,500,000 shares authorized,
5,871,959 actual shares and 8,735,769 pro
forma shares issued and outstanding).........

Common stock, Class A, voting, no par value
(5,000,000 shares authorized, 281,250 actual
shares and no pro forma shares issued and
outstanding)..........oeeeveviiiiiiiiiinnnns

Common stock, Class B, nonvoting, no par
value (5,000,000 shares authorized, no shares
issued or outstanding)..........cccccceueee.

Additional paid-in capital.......................
Retained earnings.......ccccccceceveeeeeeenennnn.
Cumulative translation adjustment................

Total shareholders' equity............cccevvveenen

Total liabilities and shareholders' equity.........

HISTORICAL

PRO FOR

VEECO

WYKO ADJUSTMENTS

$ 24,819 $ 1,380

-- 484
20,276 7,106
23,619 4,437
808 -
1,987 511
71,509 13,918 -
10,792 3,306
4,433 -
- 1,500
1,319 12

$ 88,053 $ 18,736 -

$ 13,901 $ 905

11,015 4,390 $ 2,750
2,002 1,029

—~ 106

26,918 6,430 2,750
257 -

422 -

—~ 2538

59 - 29

- 2 (2
47,993 - (27)
12,246 9,766  (2,750)
158 -

60,456 9,768  (2,750)

$ 88,053 $ 18,736 -

55

See accompanying notes to unaudited pro forma cwdtinancial statements.
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UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATION S
FOR THE THREE MONTHS ENDED MARCH 31, 1997
(IN THOUSANDS, EXCEPT PER SHARE DATA)

HISTORICAL PRO

VEECO WYKO ADJUSTMENTS

....................................................... $ 29,551 $ 8,203
................................................... 16,642 3,603
.................................................... 12,909 4,600
COStS and EXPENSES.....coovvcvvieiiiiiieeeeeeees e 8,768 2,170
Operating iNCoOME.......cccevevviiiieeeiiciees e, 4,141 2,430
Interest iNCOMe......oooevviiiiieiiiiieceeeeeee s (105) 17
Income before income taxes........cccoeeeeeeeeee. L 4,246 2,413
Income tax provision........cccccveeeeevceeees 1,609 945
...................................................... $ 2,637 $ 1,468
Earnings pershare........cccovvvvveveveneee. s $ 043
Shares used in computing earnings per share...... L 6,150 3,000

See accompanying notes to unaudited pro forma gwdtinancial statements.
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UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATION S
FOR THE THREE MONTHS ENDED MARCH 31, 1996

(IN THOUSANDS, EXCEPT PER SHARE DATA)

HISTORICAL PR O FORMA
VEECO WYKO ADJUSTMEN TS COMBINED
NEet SaleS. oo e, $ 20,644 $ 3,782 $ 24,426
Cost Of SAlES...ovvveiiiiiiiiiieeees e 11,437 1,636 13,073
Gross profit.....cccccccciiiiiiiiiieeeees e 9,207 2,146 11,353
COStS and EXPENSES.....cccvvvveveiiiiiieeeeeeees e 6,522 1,526 8,048
Operating iINCoOME......ccccevevviiieieiiieees e 2,685 620 3,305
Interest iNCOMe.....ccceevviiiiieciiieeeeeeee e (200) 31 (169)
Income before income taxes........ccccceeeveeeeee L 2,885 589 3,474
Income tax provision.......ccccevveeeeencceeees e, 1,075 227 1,302
NEtINCOME ..o e, $ 1810 $ 362 $ 2,172
Earnings pershare.......ccccocvvvvveniceencees e, $ 031 $ 024
Shares used in computing earnings per share...... 5,893 3,00 0 8,893

See accompanying notes to unaudited pro forma cwdtfinancial statements.
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UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATION S
FOR THE YEAR ENDED DECEMBER 31, 1996

(IN THOUSANDS, EXCEPT PER SHARE DATA)

HISTORICAL PRO FORMA
VEECO WYKO ADJUSTMENTS COMBINED
Net SaleS..ccoiviiiiiiiiiiiiiiese e e $ 96,832 $ 18,210 $ 115,042
Costof SsalesS....ccovvviiiiiiiiiiieceiceees e, 54,931 7,270 62,201
Gross profit.....cccccccciiiiiiiiiieeees s 41,901 10,940 52,841
COStS and EXPENSES.....coovvcvvieiiiiiieeeeeeees e 29,719 6,447 36,166
Operating iNCoOME.......cccevevviiiieeeiiciees e, 12,182 4,493 16,675
Interest iNCOMe......oooevviiiiieiiiiieceeeeeee s (678)  (120) (798)
Income before income taxes........cccoeeeeeeeeee. L 12,860 4,613 17,473
Income tax provision........cccccveeeeevceeees 4,822 1,816 6,638
NEtiNCOME..covvieviiiievece e e $ 8,038 $ 2,797 $ 10,835
Earnings pershare.......ccccocevvvenicceeneecs e $ 1.36 $ 1.22
Shares used in computing earnings per share...... 5,906 3,000 8,906

See accompanying notes to unaudited pro forma cwdtinancial statements.
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UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATION S
FOR THE YEAR ENDED DECEMBER 31, 1995

(IN THOUSANDS, EXCEPT PER SHARE DATA)

HISTORICAL PRO FORMA
VEECO WYKO ADJUSTMENTS COMBINED
Net SaleS..ccoiviiiiiiiiiiiiiiese e e $ 72,359 $ 13,446 $ 85,825
Costof SsalesS....ccovvviiiiiiiiiiieceiceees e, 39,274 5,392 44,666
Gross profit.....cccccccciiiiiiiiiieeees s 33,085 8,074 41,159
COStS and EXPENSES.....coovvcvvieiiiiiieeeeeeees e 24,289 5,479 29,768
Operating iNCoOME.......cccevevviiiieeeiiciees e, 8,796 2,595 11,391
Interest (income) expense--net........ccceeeeeee. L. (391) 239 (152)
Income before income taxes........cccoeeeeeeeeee. L 9,187 2,356 11,543
Income tax provision (benefit).......ccceeeeeeee. L 2,395 (89) 2,306
NEtiNCOME..covvieviiiievece e e $ 6,792 $ 2,445 $ 9,237
Earnings pershare........cccocevvvevvveeveecs e, $ 1.24 $ 1.09
Shares used in computing earnings per share...... L 5,484 3,000 8,484

See accompanying notes to unaudited pro forma gwdtinancial statements.
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UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATION S

FOR THE YEAR ENDED DECEMBER 31, 1994

(IN THOUSANDS, EXCEPT PER SHARE DATA)

Net sales.......cooooviiiiiiiiiiiieeeeeeee,
Costof sales.......cccceeeeeeviiiiiciiiiienns

Gross profit.......cccveveeeeeeieeieeennnninnnns
Costs and expenses
Legal fees and claims related to litigation......

Operating iNCOME..........ceeeevuieeeernienen.
INnterest eXpense........cccvvvveeveeieeeeveennnns

Income (loss) before income taxes and extraordina
Income tax provision (benefit)...................

Income (loss) before extraordinary item..........

Earnings per share:
Income before extraordinary item.................

Shares used in computing earnings per share......

HISTORICAL PRO FORMA
VEECO WYKO ADJUSTMENTS COMBINED
............... $ 49,434 $ 10,597 $ 60,031
............... 28,940 4,734 33,674
20,494 5863 26,357
16,511 5,063 21,574
- 2,051 2,051
............... 3,983 (1,251) 2,732
............... 2,620 379 2,999
ry item....... 1,363  (1,630) (267)
............... (795) 87 (708)

$ 441
............... $ .87 $ .08
3,000 5,472

See accompanying notes to unaudited pro forma cwdtinancial statements.
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NOTES TO UNAUDITED PRO FORMA COMBINED FINANCIAL STA TEMENTS
1. PERIODS COMBINED

The Veeco consolidated balance sheet as of March®I7 has been combined with the Wyko consolidbsgdnce sheet as of March 31,
1997.

The Veeco consolidated statements of income fothtte® months ended March 31, 1997 and 1996 arttiédoyears ended December 31,
1996, 1995 and 1994 have been combined with theogksolidated statements of operations for theethmonths ended March 31, 1997
and 1996 and for the years ended December 31, 1996,and 1994, respectively.

2. MERGER COSTS

Veeco and Wyko estimate they will incur direct saction costs of approximately $2,750,000 assatiatth the Merger, consisting of fees
for investment banking, legal, accounting, finahpi@nting and other related charges which willdberged to operations in the fiscal quarter
in which the Merger is consummated. The pro formlatce sheet includes the effect of such costs.

3. EXCHANGE OF STOCK
Entry reflects the reclassification to additionalgzin capital of Wyko resulting from the issuarmmfé/eeco Common Stock.
4. PRO FORMA EARNINGS PER SHARE

The unaudited pro forma combined earnings per sraaeequivalent share is based upon the weighteihge number of outstanding
common and equivalent shares, if dilutive, of Veand Wyko for each period at the exchange ratib0o£82435 shares of Veeco Common
Stock for each share of Wyko Common Stock.
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PROPOSAL 2--AMENDMENT TO THE
CERTIFICATE OF INCORPORATION TO INCREASE
THE NUMBER OF AUTHORIZED SHARES OF VEECO COMMON STO CK

The Certificate of Incorporation authorizes theigsce of up to 9,500,000 shares of Veeco CommarkSés of June 6, 1997, there were
5,972,157 shares of Veeco Common Stock issued atisthading and no shares of Veeco Common Stockin&ldeco's treasury. As of May
31, 1997, there were 1,366,680 shares of Veeco GQunm8tock reserved for issuance upon exercise ok stptions which have been granted
or may be granted pursuant to the Employees' RidrvVaeco's Amended and Restated 1994 Stock Opléonfé Outside Directors (as
amended to date, the "Directors Plan") and resefiareidsuance under Veeco's Employees Stock PuedPlas. As of May 31, 1997, options
to purchase 756,019 shares of Veeco Common Staskigut to the Employees' Plan and the Directons Wkxe outstanding.

At the Special Meeting, the Veeco Stockholders héllasked to consider and vote upon a proposanm@ended by the Board of Directors,
to amend Article 4 of the Certificate of Incorpooat, in order to increase the number of sharesesfcé Common Stock that Veeco has
authority to issue from 9,500,000 shares to 25@@shares. The purpose of the amendment is taderéeeco with additional shares of
Veeco Common Stock which may be used in connegtitmfuture acquisitions, for stock splits and $talividends and for other corporate
purposes, including the raising of additional calpiat times when the Board of Directors, in itscdétion, deems it advantageous to do so.

If the Merger is consummated, 2,863,810 shareseaicd Common Stock will be issued to the stockheldéiVyko. In view of the foregoin
it is anticipated that Veeco will have approximaté60,000 authorized and unissued shares of Veeomtdn Stock after the Merger to use
for the purposes set forth above. If the amendiisesgpproved by the Veeco Stockholders, this numilmerdd increase to approximately
16,260,000 shares of Veeco Common Stock, whictBtieed of Directors would be able to authorize &suance for the foregoing purposes,
at any time, without obtaining further authorizativom the holders of Veeco Common Stock, unlesh swthorization is required by
applicable law, regulation or the rules of any ktexchange on which shares of Veeco's Common $tagkthen be listed. Except as
described above, no specific use of the additishales is presently contemplated, although Veesatasidered additional acquisitions fr
time to time and reserves the right to use anytimail authorized shares in the discretion of tlkarl of Directors. Holders of shares of
Veeco Common Stock have no preemptive rights imeotion with the issuance of additional shares @éd6 Common Stock. A VOTE IN
FAVOR OF THE PROPOSAL TO AMEND THE CERTIFICATE ONCORPORATION SHOULD NOT BE DEEMED TO BE A VOTE
TO APPROVE THE MERGER.

The issuance of additional shares of Veeco ComntackSnay dilute the present equity ownership positif Veeco Stockholders. The
issuance of additional shares of Veeco Common Stank among other things, have a dilutive effeceamings per share and on the equity
and voting power of existing Veeco Stockholders aray adversely affect the market price of the Ve@ommon Stock.

The availability for issuance of additional shané¥eeco Common Stock could enable the Board oé®ars to render more difficult or
discourage an attempt to obtain control of Veedw additional shares also could be utilized to eemdore difficult a merger or similar
transaction even if it appears to be desirablertmpority of the Veeco Stockholders. Veeco is neae of any pending or threatened effort
obtain control of Veeco.

THE FULL TEXT OF THE PROPOSED RESOLUTION AMENDINGHE CERTIFICATE OF INCORPORATION IS SET FORTH IN
APPENDIX C HERETO AND THE DESCRIPTION OF THE PROPEISAMENDMENT HEREIN IS QUALIFIED IN ITS ENTIRETY
BY REFERENCE TO SUCH APPENDIX C.

The affirmative vote of the holders of a majorifytiee outstanding shares entitled to vote thereiiroe required to amend Veeco's Certific
of Incorporation to increase the number of autteatizhares of Veeco Common Stock.
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THE BOARD OF DIRECTORS BELIEVES THAT THE APPROVALFOTHE AMENDMENT TO VEECO'S CERTIFICATE OF
INCORPORATION IS IN THE BEST INTERESTS OF VEECO ANIHE VEECO STOCKHOLDERS. THE BOARD OF DIRECTORS
RECOMMENDS A VOTE FOR APPROVAL OF THE AMENDMENT TONCREASE THE AUTHORIZED NUMBER OF SHARES OF
VEECO COMMON STOCK AS DESCRIBED ABOVE AT THE SPEQIAMMEETING AND IT IS INTENDED THAT PROXIES NOT
MARKED TO THE CONTRARY AND NOT DESIGNATED AS BROKERION-VOTES WILL BE SO VOTED.

IN THE EVENT THAT PROPOSAL 2 IS NOT APPROVED BY THEEECO STOCKHOLDERS AT THE SPECIAL MEETING, THE
CERTIFICATE OF INCORPORATION IN EFFECT AS OF THE DA HEREOF WILL REMAIN IN FULL FORCE AND EFFECT.

PROPOSAL 3--AMENDMENT TO
THE VEECO INSTRUMENTS INC. AMENDED AND RESTATED
1992 EMPLOYEES' STOCK OPTION PLAN

The Board of Directors has determined that it wdagdn the best interests of Veeco to further anteadEmployees' Plan to provide that the
number of shares of Veeco Common Stock for whiohksbptions (the "Stock Options") may be grantespant to such plan be increased
from 1,226,787 shares to 1,426,787 shares. Pursu#m Employees' Plan, no employee may be greBtisek Options to purchase more t
100,000 shares, in the aggregate, of stock in algndar year. As of May 31, 1997, Stock Optiongumhase 705,022 shares, in the
aggregate, granted pursuant to such plan wereaodisig, and Stock Options to purchase 327,412 shaneained available for future grant
thereunder. The proposed amendment would make @D@gditional shares available for issuance upencise of Stock Options granted
under the Employees' Plan. The Board of Directetetes that an increase in the number of Stocko@gtavailable for grant pursuant to the
Employees' Plan is necessary in order to provideecW evith an effective incentive to attract and ireteey employees, including the additional
employees to be employed by Veeco if the Mergeoissummated. A VOTE IN FAVOR OF THE PROPOSAL TO ANIE THE
EMPLOYEES' PLAN SHOULD NOT BE DEEMED TO BE A VOTEO APPROVE THE MERGER.

Section 1.6 of the By-Laws of Veeco provides thaporate action to be taken by stockholder voteeiothan the election of directors, shall
be authorized by a majority of the votes castraeating of the stockholders. Therefore, the approfilne amendment to the Employees' |
requires the affirmative vote of a majority of thates cast at the Meeting.

THE BOARD OF DIRECTORS BELIEVES THAT THE APPROVALFOTHE AMENDMENT TO THE EMPLOYEES' PLAN IS IN THE
BEST INTERESTS OF VEECO AND THE VEECO STOCKHOLDERS$E BOARD OF DIRECTORS RECOMMENDS A VOTE FOR
APPROVAL OF THE AMENDMENT TO THE EMPLOYEES' PLAN ABESCRIBED ABOVE AT THE SPECIAL MEETING AND IT IS
INTENDED THAT PROXIES NOT MARKED TO THE CONTRARY AR NOT DESIGNATED AS BROKER NON-VOTES WILL BE
SO VOTED. IN THE EVENT THAT PROPOSAL 3 1S NOT APPRED BY THE VEECO STOCKHOLDERS AT THE SPECIAL
MEETING, THE EMPLOYEES' PLAN IN EFFECT AS OF THE O%& HEREOF WILL REMAIN IN FULL FORCE AND EFFECT.

VEECO INSTRUMENTS INC. AMENDED AND RESTATED 1992 EM PLOYEES' STOCK OPTION PLAN

The following is a summary description of the Enygles' Plan in effect as of the date hereof. Thel&ymrps' Plan was adopted and approved
by the Board of Directors and the Veeco Stockhalde1992, and became effective on April 15, 1382 (Effective Date"). The first
amendment and restatement of the Employees' Plamp@oved and adopted by the Board of Directotlstla® Veeco Stockholders on
October 15, 1994. The Employees' Plan was furémtated in January 1995, further amended and edstatlune 1995 and May 1996, and
further amended in May 1997.

The principal features of the Employees' Planrfaeffiect as of the date hereof) are summarizedibelo

The Employees' Plan provides for the granting oEsOptions to purchase shares of Veeco Commork $tomertain key employees (each
"Optionee") of Veeco and its subsidiaries, as seai is defined in Section 425 of the Code. Thaltetimber of shares of Veeco Common
Stock for which Stock
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Options may be granted under the Employees' Plgnnmoigexceed, in the aggregate 1,226,787 shardsy@aamployee may be granted Stock
Options to purchase more than 100,000 shareseiaggregate, in any calendar year. (If Propossla@opted by the Veeco Stockholders at
the Special Meeting, then the Employees' Planbeilamended to increase the number of shares obVM@@mmon Stock for which Stock
Options may be granted to 1,426,787.)

The Employees' Plan is intended to provide an itieemo certain key employees and its subsididriesder to encourage them to remain in
the employ of Veeco or any subsidiary and contdliatVeeco's success by granting them Stock Options

The Compensation Committee, in its sole discretmny time prior to April 15, 2002, may authorthe granting of Stock Options to suct
the officers, managerial or supervisory personndl@her key employees of Veeco and its subsidia$eit may select (approximately 100
employees as of March 31, 1997), and in such amsamit shall designate, subject to the provisairthe Employees' Plan.

Each Stock Option granted to an Optionee is evigéihy a written agreement (a "Stock Option Agreefh@ontaining such provisions as
approved by the Compensation Committee not inctergisvith the Employees' Plan and which need natiéetical in respect of each
Optionee. Stock Options granted under the Empléydas will have the following terms:

(a) EXERCISE PRICE. The exercise price (the "Exsaétrice™) of a Stock Option equals the Fair Makkate (as defined below) per share
of the Veeco Common Stock covered by the Stockddpt the time that the Stock Option is grantedir'Market Value" per share of
Common Stock as of a particular date means, unkksswise determined by the Compensation Commitieeglosing price per share of the
Veeco Common Stock as reported by NASDAQ for tisé paeceding date on which a sale was reportedcibséng price per share of the
Veeco Common Stock on June 26, 1997 as report®&N8DAQ was $37.125 per share.

(b) TERM. No Stock Option may be exercised latantten years from the date such Stock Option wasted and a Stock Option may
terminate at an earlier date, as described belmstdck Option may be transferred by an Optioneerahan by will or the laws of descent
and distribution. During the lifetime of an Optianehe Stock Option is exercisable only by suchiddge or, in the case of disability, by such
Optionee's personal representative.

(c) VESTING. Unless otherwise provided in any St@ion Agreement, Stock Options granted pursuattie Employees' Plan become
exercisable as follows:

(i) with respect to onéhird of the shares of the Veeco Common Stock eavéy the Stock Option, on the first anniversarte dd the grant ¢
such Stock Option;

(i) with respect to an additional one-third of thlgares of the Veeco Common Stock covered by thek$dption, on the second anniversary
date of the grant of such Stock Option; and

(iii) with respect to the remaining one-third ottkhares of the Veeco Common Stock covered byttek ®ption, on the third anniversary
date of the grant of such Stock Option.

For purposes of the Employees' Plan and this P&tatement, the term "Vested Options" means, wiheet to any particular Optionee, th
Stock Options which have become exercisable; amdettm "Vested Shares" shall mean, with respeahyoparticular Optionee, those shares
of the Veeco Common Stock subject to one or morgateOptions.

(d) TERMINATION OF EMPLOYMENT. In the event (i) af termination by Veeco of an Optionee's employnfetiter than for Cause, as
defined in the applicable Stock Option Agreemeii))an Optionee voluntarily leaves the employ afé¢o or (iii) an Optionee dies or
becomes disabled (as
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defined in the Employees' Plan) while the Optioiseemployed by Veeco, such Optionee, his estakésdegal guardian, as the case may be,
will be entitled to exercise the Optionee's Vesdgadions for a period of 90 days following the datesuch termination, voluntary departure,
death or disability. In the event that an Optioseehployment with Veeco is terminated by VeecodJause (as defined in the applicable
Stock Option Agreement), such Optionee's rightxer@se Vested Options will immediately terminatel @ll of such Optionee's Stock
Options, whether or not vested, will be rendereli maid and unexercisable. Upon the occurrencarnyf of the termination events set forth
above, non-Vested Options will terminate and beleead null, void and unexercisable. Non-Vested @stiwhich are so terminated may be
reissued by Veeco pursuant to the Employees' Plan.

The aggregate purchase price for the Veeco Comramk $ be issued upon the exercise of any Vesfaib@s must be paid in full on the
date of purchase. Payment may be made either inarae such other consideration as the Compens&@nmittee deems appropriate,
including, but not limited to, the Veeco Common&talready owned by the Optionee or the Veeco Com8tock to be acquired by the
Optionee upon the exercise of Vested Options hazitajal fair market value, as determined by then@ensation Committee, equal to the
aggregate purchase price, or a combination of aadhVeeco Common Stock having a total fair markéier as so determined, equal to the
aggregate purchase price.

The total number of shares of the Veeco CommonkStdich may be issued under the Employees' Plamtmber of shares of the Veeco
Common Stock which may be purchased upon the eeodiStock Options and the Exercise Price of Stobk Options will be adjusted for
any increase or decrease in the number of outstgrstiares of the Veeco Common Stock resulting fimrpayment of a Veeco Common
Stock dividend on the Veeco Common Stock, a subidinior combination of shares of the Veeco CommtorkSor a reclassification of the
Veeco Common Stock and in the event of a consadidair a merger in which Veeco is the survivingpmyation. After any merger of one or
more corporations into Veeco in which Veeco isgheriving corporation, or after any consolidatidrV@eco and one or more other
corporations, each Optionee will be entitled, aadditional cost, upon any exercise of his Stockiddg, to receive (subject to any required
action by Veeco Common Stockholders), in lieu @f tumber of shares as to which such Stock Optidlhthen be so exercised, the number
and class of shares of the Veeco Common Stockher securities to which such Optionee would havenlentitled pursuant to the terms of
the applicable agreement of merger or consolidatiahthe time of such merger or consolidationrs@ptionee had been a holder of recor

a number of shares of the Veeco Common Stock ¢quhé number of shares to which such Optioneesk3Dptions may have then been so
exercised. Comparable rights will accrue to eactiddpe in the event of successive mergers or cafaimn of the character described ab

In the event of any sale of all or substantiallyodlthe assets of Veeco, or any merger of Veetmanother corporation, or any dissolution or
liquidation of Veeco or, in the discretion of thedd of Directors, any consolidation or other remigation in which it is impossible or
impracticable to continue in effect any Stock Opsipall Stock Options granted under the EmployRksi and not previously exercised will
become exercisable by Optionees who are at suehitirthe employ of Veeco, commencing ten days leetfoe scheduled closing of such
event, and will terminate unless exercised at leastbusiness day before the scheduled closingobf event; provided, however, that the
Board of Directors may, in its discretion, requimstead that all Stock Options granted under th@lByees' Plan and not previously exerci
be assumed by such other corporation on the besigded in the preceding paragraph.

Stock Options granted under the Employees' Plam#grded to be "nonqualified stock options” thdt mot be governed by the special tax
treatment applicable to "incentive stock optionssatibed in Sections 421 and 422 of the Code. dlh@#fing is a summary description of the
Federal income tax consequences of the Employkes' P
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The grant of a Stock Option under the Employeesi i not taxable to the Optionee at the time ahgrUpon the exercise of a Stock Option,

(1) the Optionee will recognize taxable ordinargame in an amount equal to the excess of the faiket value of the Veeco Common Stock
acquired on the date of exercise over the ExeRiige;

(2) Veeco will be entitled to a deduction at thmeaime and in the same amount as the Optionegmé&ms income; and

(3) upon a sale of the Stock so acquired, the @pgawill have short-term or long-term capital gaiross, as the case may be, in an amount
equal to the difference between the amount realiresuch sale and the tax basis of the Veeco Con8tmuk sold.

If payment of the Exercise Price is made entirelgash, the tax basis of the Common Stock willdpgakto its fair market value on the dat:
exercise, but not less than the Exercise Priceftamtiolding period will begin on the day after thete of exercise. If, with the consent of the
Compensation Committee, the Optionee uses preyiawahed Veeco Common Stock to pay all or part efExercise Price, the transaction
will not be considered to be a taxable dispositibthe previously owned Veeco Common Stock. Théddpe's tax basis and holding period
of the previously owned Veeco Common Stock willcheried over to the equivalent number of sharégegfico Common Stock received on
exercise. The tax basis of the additional sharéseo¥/eeco Common Stock received upon exercisebeithe fair market value of the Veeco
Common Stock on the date of exercise, but nottless the amount of cash used in payment, and tdaénlggoeriod for such additional shares
of the Veeco Common Stock will begin on the dagratthe date of exercise.

Veeco does not impose restrictions on the resadhanfes of the Veeco Common Stock obtained pursodhé Employees' Plan; however,
certain Optionees may be subject to restrictionsesale imposed by federal or state securities taviy contract.

The Employees' Plan is administered by the Compiems@ommittee. The Board of Directors may at ametterminate, amend or modify -
Employees' Plan; provided, however, that no sutibraof the Board of Directors, without the apprbefthe Veeco Stockholders, may (i)
effectuate any change for which stockholder apgrisveequired to qualify under Rule 16(b)-3 of thecurities Exchange Act of 1934, as
amended (the "Exchange Act") or (ii) subject tad@iarexceptions, effectuate any change inconsistéhtthe qualifications of Stock Options
as "performance based" under Section 162(m) o€tige; and provided, further, that no amendment,ifisation or termination of the
Employees' Plan may in any way affect any Stockddpheretofore granted under the Employees' Plitmowt the consent of the then holder
of the Stock Option.

THE FULL TEXT OF THE PROPOSED RESOLUTION AMENDING T HE EMPLOYEES' PLAN IS
ATTACHED HERETO AS APPENDIX D.
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Future grants of Stock Options under the EmployRksi are not currently determinable. The tablewehowever, sets forth the Stock
Options granted under the Employees' Plan to thmeeédaOfficers and groups indicated during 1996 awdlae of such Stock Options (all of
which are currently unexercisable).

DOLLAR VALUE NUMBER OF
NAME & POSITION 1) S TOCK OPTIONS
Edward H. Braun......ccccovviiniiniinicncceee e $ 90,000 12,000
Chairman, Chief Executive Officer and President
JONN F. REIN, Il s $ 75,000 10,000
Vice President-Finance, Chief Financial Officer, Treasurer and Secretary
Francis Steenbeke.......ccocvvviiviiinnice e $ 60,000 8,000
Vice President-International Sales and Marketing
Emmanuel N. LaKiOS.....ccoovvvvcnieiiinienes e $ 90,000 12,000
Vice President and General Manager-lon Beam Syste ms
Dr. TIMothy J. StURZ.....ccovviiiiiceee $ 75,000 10,000
Vice President and General Manager-Surface Metrol ogy Products
EXeCutive Group.......cccevveeviveeeireeesineeanns $ 480,000 64,000
Non-Executive Director Group...........cc.c........ $ 75,000 10,000
Non-Executive Officer Employee Group(2)(3)......... $ 785,813 88,625

(1) Represents the positive spread between thectep exercise prices ($10.25 to $17.75) of suokekSOptions and the closing price
($22.00) of the Veeco Common Stock on Decembei 396, as reported by NASDAQ.

(2) Does not include Stock Options to purchased®ghares of the Veeco Common Stock granted toaWaliScherr, a current director of
Veeco who at the time of such grant was an employ&&eco, pursuant to the Employees' Plan on A&;l1996; such Stock Options are
included in the total for the Non-Executive Diractroup.

(3) Does not include Stock Options which have bemrceled.
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COMPENSATION
EXECUTIVE COMPENSATION

The following table sets forth a summary of anrarad long-term compensation awarded to, earnedripaid to the Chief Executive Officer
of Veeco and each of the four most highly compeatsakecutive officers (as defined in Rule 3b-7 prigated under the Securities Exchange
Act) of Veeco (other than the Chief Executive Officwhose total annual salary and bonus for the geded December 31, 1996 was in
excess of $100,000 (collectively, the "Named Offite

LONG TERM
COMPENSATION
AWARDS
ANNUAL COMPENSATION ~ —-emememeeees
------ SECURITIES
OTHER ANNUAL  UNDERLYING ALL OTHER
YEAR SALARY (1) BONUS(2) COMPENSATION(3) OPTIONS(#) COMPENSATION

Edward H. Braun................. 1996 1995 $ 288 ,950 $ 55,000 $ 10,200 12,000 $ 1,800(4)
Chairman, Chief Executive 1994 274 ,918 108,000 10,200 25,000 1,800(4)

Officer and President 250 ,024 20,000 4,250 - 1,152(4)
John F. Rein, Jr................ 1996 1995 151 ,186 30,000 8,400 10,000 2,259(4)(5)(6)
Vice President-Finance, Chief 1994 140 ,150 60,000 8,400 20,000 1,926(4)(5)(6)

Financial Officer, Treasurer 130 ,000 13,000 8,400 - 1,399(4)(6)

and Secretary
Francis Steenbeke (7)........... 1996 1995 142 ,910 40,000 44,400(8) 8,000 -
Vice President-International 1994 148 ,828 60,000 36,663(8) 15,000 -

Sales and Marketing 123 ,832 10,000 17,313 - -
Emmanuel N. Lakios.............. 1996 1995 143 , 720 242,033 8,400 12,000 2,094(4)(5)(6)
Vice President and General 1994 125 ,650 165,500 8,400 35,000 6,981(4)(5)(6)

Manager-lon Beam Systems 103 ,000 127,500 - 3,333 62(4)
Dr. Timothy J. Stultz........... 1996 1995 165 , 769 25,000 70,090(9) 10,000 2,365(4)(5)(6)
Vice President and General 1994 147 ,663 60,000 24,214(9) 15,000 1,679(4)(5)(6)

Manager-Surface Metrology 140 , 138 14,000 5,886(9) 20,000 313(4)

Products

(1) Amounts shown include the dollar value of bsakary (cash and non-cash) earned and receivdteldyamed Officers.

(2) With respect to bonuses listed for 1996, inekidonuses for the year ended December 31, 1998, @t of which were paid in February
1997. With respect to bonuses listed for 1995 uide$s bonuses for the year ended December 31, 4B@5 part of which were paid in
February 1996. With respect to bonuses listed 8@¢1 includes bonuses for the year ended Decenihd9®4, all or part of which were paid
in 1995.

(3) Unless otherwise described in other notesitottble, reflects reimbursement for automobileted expenses. Does not include any
discount a Named Officer received on the purch&s&eco Common Stock from Veeco under the EmpldyRlas since fullime employee
generally are eligible to participate in such plan.

(4) Reflects payments by Veeco of premiums for greaum life insurance.
(5) Reflects contributions by Veeco to Veeco's &pH(an.
(6) Reflects payments by Veeco of premiums for sappntal long-term disability insurance.
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(7) Certain components of Mr. Steenbeke's compemshave been paid in French Francs. In 1996, Mreitheke was paid 813,156 French
Francs in salary and 227,600 French Francs in bdni995, Mr. Steenbeke was paid 742,560 Frenahdin salary, 302,200 French
Francs in bonus and 90,525 French Francs as apattihis other annual compensation. In 1994, NeeBbeke was paid 686,775 French
Francs in salary, 55,400 French Francs in bonu®6r@l9 French Francs in other annual compensation.

(8) For 1996, includes an $8,400 car allowanceaafid6,000 housing allowance paid to Mr. Steenbeée1995, includes a $15,000 housing
allowance and a $21,663 automobile allowance (uévalent of $18,163 of which was paid in Frenchrfas) paid to Mr. Steenbeke. The
1996 allowances and 1995 allowances (other thai1Bgl63 (or 90,525 French Francs) automobile @ltae) were provided because Mr.
Steenbeke was required to perform services for ¥ @ethe United States for the entire year in 1868 for five months during 1995.

(9) In addition to a reimbursement of $4,900 in498d $8,400 in each of 1995 and 1996 for autoreekiated expenses, Dr. Stultz was
paid, in connection with his relocation to Santatiaa, California, a housing allowance of $986984, $15,814 in 1995 and $61,690 in
1996. See also "Certain Transactions".

The following table sets forth certain informatiooncerning individual grants of stock options mddeang 1996 to the Named Officers. Also
reported are potential realizable values of each stock option at assumed annual rates of stack pppreciation for the term of the option
representing the product of (a) the difference leetw (i) the product of the closing price per stedréeeco Common Stock as reported by
NASDAQ on the date of the grant ($14.50 on Apri] 2896) and the sum of one plus the adjusted gitck appreciation rate (5% and 10
compounded annually over the term of the optiony@#rs) and (ii) the exercise price of the opt®b4(50); and (b) the number of shares of
Veeco Common Stock underlying the option grantetédnber 31, 1996.

OPTION GRANTS IN LAST FISCAL YEAR

POTENTIAL REALIZABLE

VALUE AT ASSUMED
ANNUAL RATES OF STOCK
PRICE
APPRECIATION FOR
INDIVIDUAL GRANTS OPTION TERM($)
NUMBE ROF % OF TOTAL
SECURI TIES  OPTIONS
UNDERL YING GRANTEDTO  EXERCISE
OPTI ONS EMPLOYEESIN  PRICE PER EXPIRATION
NAME GRANTE D(1) FISCAL YEAR SHARE($)(2) DATE(3) 5% 10%
Edward H. Braun..........cc.c..cooo.... 12 ,000 727% $ 1450  04/23/06 $ 109,440 $ 290,820
John F. Rein, I....ovvoeeveerrrenenenn 10 ,000 6.06% 1450  04/23/06 91,200 242,350
Francis Steenbeke.............c............ 8 ,000 4.85% 1450  04/23/06 72,960 193,880
Emmanuel N. LaKioS.......c....ccoor.enn.. 12 ,000 7.27% 1450  04/23/06 109,440 290,820
Dr. Timothy J. StUZ..........ccoevven.... 10 ,000 6.06% 1450  04/23/06 91,200 242,350

(1) On April 23, 1996, pursuant to the EmployedahPoptions to acquire an aggregate of 128,02Eeshaf Veeco Common Stock were
granted to certain employees of Veeco, includirgNlamed Officers. The options granted to the Na@iiders become exercisable as
follows: (i) for one-third of the shares coveredrby, on April 23, 1997; (ii) for an additionalesthird of the shares covered thereby, on
April 23, 1998; and (iii) for the remaining shassered thereby, on April 23, 1999. See "Veecalimsents Inc. Amended and Restated 1

Employees' Stock Option Plan."
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(2) Represents the closing price per share of #ec® Common Stock as reported by NASDAQ on thediatst preceding the date of grant on
which a sale was reported. See "Veeco InstrumentsAimended and Restated 1992 Employees' Stock®ptan."

(3) Options may terminate at an earlier date uperoccurrence of certain events. See "Veeco Insintgrinc. Amended and Restated 1992
Employees' Stock Option Plan."

The following table sets forth certain informatiooncerning the number of shares of Veeco CommotkStoquired upon the exercise of
options by the Named Officers during 1996 and thiee realized upon such exercises determined loyleding the positive spread between
the exercise price of the options exercised andltteng price of the Veeco Common Stock on the déexercise. Also reported are the
number of options to purchase Veeco Common Stolcklhethe Named Officers as of December 31, 19%bwvatues for "in-the-money"
options that represent the positive spread betiwreepxercise price of the outstanding options @@6$14.50) and the closing price ($22.00)
of the Veeco Common Stock on December 31, 1996@sted by NASDAQ.

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND FISCAL YEAR-END OPTION

VALUES
NUMBER
OF VALUE OF UNEXERCISED
SECURITIES NUMBER OF UNEXERCISED  IN-THE-MONE Y OPTIONS AT
ACQUIRED OPTIONS AT FISCAL YEAR-END FISCAL YEAR-END
ON VALUE  —--smmmmmmmmmcoiooe e e
NAME EXERCISE REALIZED EXERCISABLE UNEXERCISABLE EXERCISABLE UNEXERCISABLE
Edward H. Braun................... - -- 8,333 28,667 $ 71,875 $ 233,750
John F. Rein, Jr.................. - - 36,667 23,333 627,500 190,000
Francis Steenbeke................. -- - 5,000 18,000 43,125 146,250
Emmanuel N. Lakios................ 15,556 35,333 194,409 330,000
Dr. Timothy J. Stultz............. 5,000(2) $ 41,250 20,000 20,000 305,625 161,250

(1) On August 7, 1996, Dr. Stultz exercised 5,0p0ams with an exercise price of $4.50. The cloginge of the Veeco Common Stock on
such date as reported by NASDAQ was $12.75.

DIRECTOR COMPENSATION

Directors, other than those who are employees etWereceive a per meeting fee of $2,000 for attecd at Board of Directors and
committee meetings. In addition, each of the cumem-employee directors received 16,999 optianthé aggregate, to purchase Veeco
Common Stock pursuant to the Directors Plan, amusuch plan each non-employee director who ntketsligibility criteria for such plan
will receive an annual grant of 7,000 options. Biraun, the Chairman, Chief Executive Officer andstent of Veeco, receives no
compensation for his service as a director.

Veeco is party to an agreement with Walter J. Sclaedirector of Veeco, pursuant to which he is lygd as a consultant to Veeco with
respect to acquisition and new business opporasiéis well as other matters. During 1996, Mr. Bafeeeived $72,568 pursuant to such
consulting arrangement. In addition, Mr. Scherereed a $40,000 bonus in 1996 for his employmer¥égco during 1995 as an executive
officer. On April 23, 1996, Mr. Scherr also recalvaptions to purchase 10,000 shares of Veeco Con8tamk at an exercise price of $14.50
per share pursuant to Employees' Plan.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION
Veeco's Compensation Committee is comprised of MeBsAmore, Elftmann and Low.
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSA TION
COMPENSATION PHILOSOPHY

The Compensation Committee of the Board of Direcieicomprised of three outside, non-employee tlirecThe Committee reviews and
approves all of Veeco's executive compensationrprog. The Compensation program is based on thewfioly principles:

1) Executive officers' compensation should be tiednnual performance goals that maximize Veecok&tmder value.

2) Veeco emphasizes variable incentive compensatiorder to ensure continuously improving corpenaérformance and to align the
interests of executive officers with those of Ve&tockholders.

3) Compensation must be competitive in order t@ett motivate and retain the management talerdatet achieve Veeco's business
objectives.

In determining competitive levels, the committeeiewss information of comparative companies fromhbiotdependent survey data and pu
company filings.

COMPONENTS OF COMPENSATION
Veeco's executive compensation program consigteeé principal elements:

1) Base Salary--Base salaries have been set veiflfény ranges based on compensation reports padltshRadford Associates and
Alexander and Alexander Consulting Group on coniglaraize and type manufacturing companies. Indafidalary increases are based on
the officer's contribution to Veeco and the relasioip of current pay to the current value of tHe jo

2) Annual Incentive Awards--Annual incentive awagds based on performance against objectives inalemdar year and are ordinarily
payable in the first quarter of the succeeding ye&entive awards for executive officers are apetage of base salary. The percentage can
range to up to 40% of base salary for achievemieh1@% of business plan objectives. In excepti@ir@umstances, when Veeco or a
business unit exceeds 110% of planned objectiiesCompensation Committee may selectively makeninaawards at a higher level.
Annual incentive awards are based on selecteddiaberiteria tied to the annual business plaril986, this plan was objectively based on
operating income criteria and subjectively on thititg of executive management to strategicallyipos Veeco for growth.

3) Stock Option Grants--Stock option grants arerde@ as a recognition of exceptional current penforce and an expectation of continued
high quality contribution to enhancing Veeco Staulkler value. The committee believes that stockomstiencourage officers to relate their
long-term economic interests to those of other \de®tockholders. Stock options are granted at faiket value on the date of grant and vest
over three years. The options have an exercisegefiten years from the date of grant.

CHIEF EXECUTIVE OFFICER'S COMPENSATION

The compensation of Veeco's Chief Executive Offi€glward H. Braun, is determined by the Compenga@iommittee in accordance with
the policies described above relating to all exeeutfficers' compensation. In particular, the Cemgation Committee established Mr.
Braun's base salary after an evaluation of hisopeigperformance and the committee's objectiveateethis base salary comparable with
salaries being paid to similarly situated chief@x@re officers. Mr. Braun's bonus was based upeacd's operating income achieved
compared with the 1996 business plan, as well asldement of and progress in Veeco's long-termgaat strategies.
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POLICY ON DEDUCTIBILITY OF COMPENSATION

Section 162(m) of the Code limits to $1,000,000ysar Veeco's tax deduction for compensation paehth of the Named Officers, unless
certain requirements are met. The Compensation Gtieanbelieves it unlikely in the short term thatk limitation will affect Veeco. The
Compensation Committee's present intention isrteire executive compensation so that it will biéyfdeductible, while maintaining
flexibility to take actions which it deems to betire best interest of Veeco and the Veeco Stockhnsldut which may result in Veeco paying
certain items of compensation that may not be fdéiguctible.

Submitted by the Compensation Committee:
Richard A. D'Amore
Paul R. Low
Joel A. Elftmann
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CUMULATIVE TOTAL RETURN
OF VEECO, PEER GROUP AND NASDAQ MARKET INDEX

EDGAR REPRESENTATION OF DATA POINTS USED IN PRINTED GRAPHIC

VEECO INSTRUMENTS,

INC. PEER GROUP N ASDAQ MARKET INDEX
11/29/94 $100.00 $100.00 $100.00
12/31/94 92.57 86.68 100.09
3/31/95 128.00 112.90 103.04
6/30/95 153.14 160.56 112.73
9/30/95 240.00 178.42 125.61
12/31/95 132.57 129.09 124.60
3/31/96 137.14 109.50 130.35
6/30/96 129.14 96.85 140.01
9/30/96 132.57 92.02 143.87
12/31/96 201.14 120.29 150.64
VEECO
QUARTERLY PERIOD INSTRUMENTS NASDAQ
ENDING INC. PEER GROUP MARKET INDEX
11/29/94 100.00 100.00 100.00
12/31/94 92.57 86.68 100.09
3/31/95 128.00 112.90 103.04
6/30/95 153.14 160.56 112.73
9/30/95 240.00 178.42 125.61
12/31/95 132.57 129.09 124.60
3/31/96 137.14 109.50 130.35
6/30/96 129.14 96.85 140.01
9/30/96 132.57 92.02 143.87
12/31/96 201.14 120.29 150.64

Information is presented beginning with November 2804, the date on which the Common Stock wastegid under Section 12 of the
Exchange Act, and assumes $100 invested on Nove?28bd©994 and reinvestment of dividends, if any.

The peer group chosen by Veeco consists of theviollg corporations:
Applied Materials, Inc., FSI International, Inc.|_K Instruments Corp., LAM Research Corp., Matts@thnology, Inc., Novellus Systems,
Inc., Silicon Valley Group, Inc., Tencor and Ulah Stepper, Inc.
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SECURITY OWNERSHIP

The following table sets forth certain informatimgarding the beneficial ownership of Veeco Comi8totk as of May 31, 1997 (unless
otherwise specified below) by (i) each person kndéwrYeeco to own beneficially more than five petagiithe outstanding shares of Veeco
Common Stock, (ii) each director of Veeco, and &ll executive officers and directors of Veecaagoup. Unless otherwise indicated,
Veeco believes that each of the persons or entidesed in the table exercises sole voting and tme&st power over the shares that each of
them beneficially owns, subject to community praypéaws where applicable.

SHARES OF COMMON STOCK
BENEFICIALLY OWN ED(1)
PERCE NT OF
TOTAL SHARES
NAME OF BENEFICIAL OWNER SHARES OPTIONS(2) TOTAL OUTST ANDING
Putnam Investments, INC.(3)..ccccovvvvvevviceeee. Ll 666,500  -- 666,500 11.2%
J.&W. Seligman & Co. Incorporated(4).......ccceeee. 624,800  -- 624,800 10.5
Edward H. Braun........cccccvcveiniciecenieeeee 223,019 20,667 243,686 4.1
Walter J. Scherr.....cccoovviviiiiiiiicceeeee -- - - *
Richard A. D'AMOre......cccoovvvieiiiaaiaeeeees 16,701 16,999 33,700 *
Paul R LOW...ooiviiiicc e -- 16,999 16,999 *
Joel A. EIftmann(5).....ccccvvvevivicncieeeeee 2,000 16,999 18,999 *
*

JohnF.Rein, Ire oo 941 46,667 47,608

Francis Steenbeke......ccooovvvveveveeeeeeeveeees 74,339 -- 74,339 1.2
Emmanuel N. Lakios.........ccoocvvvvvvvvvenene. 304 5,222 5,526 *
Dr. Timothy J. Stultz.......ccccoovvveveeeneeeee. L -- 13,333 13,333 *
All Executive Officers and Directors

as a Group (12 persons).....cccceeeveveeeescees 328,506 152,220 480,726 7.8%

* Denotes less than a 1% interest.

(1) A person is deemed to be the beneficial owfseourities that can be acquired by such perstimm&60 days of May 31, 1997 upon the
exercise of warrants and/or stock options. Eachqres percentage ownership is determined by asguiman warrants and stock options held
by such person (but not those held by any othesgmgmwhich are exercisable within 60 days of May97 have been exercised.

(2) Represents stock options exercisable withid#®@ of May 31, 1997.

(3) This information is based solely on a Sched3é filed with the Commission in March 1997. Putnimvestment Management, Inc., a
Massachusetts corporation, holds shared dispogitiveer over 613,700 shares of the Veeco CommorkSTde Putnam Advisory Company,
Inc. holds shared voting power over 44,400 shai#isecoVeeco Common Stock, and shared dispositiveepover 52,800 shares of the Veeco
Common Stock. Both of these entities are wholly esvby Putnam Investments, Inc. Putham OTC & Emegr@irowth Fund, a
Massachusetts business trust, holds 375,000 sluwaré<l%, as part of the 613,700 shares held byaPuinvestment Management, Inc. The
address of Putnam Investments, Inc. is One PogteOfquare, Boston, Massachusetts 02109.

(4) This information is based solely on a Sched3é filed with the Commission in April 1997. J.&\8eligman & Co. Incorporated
beneficially owns and holds sole dispositive antingppower over 624,800 shares of the Veeco Com&took. The address of J.&W.
Seligman & Co. Incorporated is 100 Park Avenue, Nark, New York 10017.

(5) Includes 2,000 shares of the Veeco Common Stettkby the Elftmann Family Limited Partnershigamily limited partnership of which
Mr. Elftmann is the general partner.
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CERTAIN TRANSACTIONS

On April 23, 1996, options to purchase shares @Mbeco Common Stock were issued to each of thanimlg executive officers and
significant employees in the following amounts anst to the Employees' Plan, all at an exerciseepf $14.50 per share (the fair market
value at the date of grant): Edward H. Braun, oito purchase 12,000 shares; John F. Rein, Jiopsgo purchase 10,000 shares; Francis
Steenbeke, options to purchase 8,000 shares; Enatidnuakios, options to purchase 12,000 sharebeRd?. Oates, options to purchase
5,000 shares; Dr. Timothy J. Stultz, options tochase 10,000 shares; and John P. Kiernan, optignerthase 2,000 shares. Also on such
date, options to purchase 10,000 shares at anisxgmice of $14.50 per share were issued to Walt8cherr under the Employees' Plan.

On January 17, 1997, options to purchase share dfeeco Common Stock were issued to each obitening executive officers and
significant employees in the following amounts manst to the Employee's Plan, all at an exerciseemf $24.875 per share (the fair market
value at the date of grant): Edward H. Braun, oito purchase 20,000 shares; John F. Rein, Jiopsgo purchase 12,000 shares; Francis
Steenbeke, options to purchase 10,000 shares; EnetidnLakios, options to purchase 12,000 sharebeR P. Oates, options to purchase
10,000 shares; Dr. Timothy J. Stultz, options tochase 10,000 shares; and John P. Kiernan, ogtignsrchase 2,000 shares. On April 24,
1997, options to purchase shares of the Veeco Caon8tuxk were issued to each of the following exeeutfficers in the following amounts
pursuant to the Employees' Plan, all at an exepoise of $31.00 per share (the fair market valut@ date of grant): Edward H. Braun,
options to purchase 40,000 shares; John F. Rejmplions to purchase 30,000 shares; Emmanuebkok, options to purchase 20,000
shares; and Dr. Timothy J. Stultz, options to paseh10,000 shares. Also on April 24, 1997, optiormurchase 10,000 shares at an exercise
price of $31.00 per share were issued to Walt8chlerr under the Employees' Plan.

In August 1996 and in May 1997, 9,999 optionshi& aggregate, and 21,000 options, in the aggregssgectively, were granted to the non-
employee directors pursuant to the Directors Plan.

An involuntary petition for relief under Chapteo#Title 11 of the United States Code was filediagtaPeak Systems, Inc. (case no. 93-
48654) in the United States Bankruptcy Court far Morthern District of California on December 1093, and an Order for Relief was
granted by the Court to the petitioning creditansJanuary 13, 1994. As of May 15, 1997, such casained open. Dr. Timothy J. Stultz,
Veeco's Vice President and General Manager--SuNBteology Products, was President and Chief Exee@fficer of Peak Systems, Inc.
from September 1983 to November 1993.

In May 1996, Veeco made a loan to Dr. Timothy dilt3to finance the purchase of his home in thegipial sum of $100,000, with simple
interest on unpaid principal at the rate of 5%a@mum. Interest is payable annually, on each Jgrtuduring the term of the loan. The
$100,000 principal and all accrued but unpaid ggewill be due in full in one lump sum on JanuarR001. The loan is secured by a second
mortgage on the property.

COMPLIANCE WITH SECTION 16(A) OF THE SECURITIES EXC HANGE ACT

Section 16(a) of the Exchange Act requires Veeaaffisers and directors, and persons who own maaa ten percent of a registered class of
Veeco's equity securities, to file reports of ovaingp and changes in ownership with the SecuritiesExchange Commission. These persons
are required by regulation of the Commission taishr Veeco with copies of all Section 16(a) forimaytfile.

Based solely on its review of the copies of sueimforeceived by it, or written representations frcartain persons that no Forms 5 were
required for those persons, Veeco believes thamgltine fiscal year ended December 31, 1996, Veattiters, directors and greater than ten
percent beneficial owners complied with all apdlieaSection 16(a) filing requirements.
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INCORPORATION BY REFERENCE

Any statement contained in a document incorporatettemed to be incorporated by reference in ttogyPStatement shall be deemed to be
modified or superseded for purposes of this Prayetnent to the extent that a statement contaméus Proxy Statement (or in any other
subsequently filed document that also is or is dmkto be incorporated by reference in this Proate®hent) modifies or supersedes such
statement. Any statement so modified or supersslalliinot be deemed, except as so modified or seded, to constitute a part of this Pr
Statement. This Proxy Statement incorporates thenfimg documents by reference:

1. Veeco's Annual Report on Form 10-K for the fise@ar ended December 31, 1996.
2. Veeco's Current Report on Form 8-K, dated M&;,ch997.
3. Veeco's Quarterly Report on Form 10-Q for thartgr ended March 31, 1997.

All documents filed by Veeco pursuant to Sectio(a},313(c), 14 or 15(d) of the Exchange Act onfterahe date of this Proxy Statement
prior to the date of the Special Meeting shall berded to be incorporated by reference into thigyP&tatement.

Veeco hereby undertakes to provide, without chargen written or oral request, a copy of the doauméncorporated by reference listed
above. Such requests should be directed to Veeteratinal Drive, Plainview, NY 11803, telephonel @ 349-8300, Attention: Investor
Relations.

OTHER MATTERS

The Board of Directors knows of no other mattersdme before the Special Meeting. Should any dihisiness properly come before the
Special Meeting, the persons named in the enclfmsedof proxy will vote on such matters in accordanvith their best judgment.

The cost of preparing and mailing this Proxy Staetand the accompanying proxy, and the cost aditdlon of proxies on behalf of the
Board of Directors, will be borne by Veeco. Veees Inetained Shareholder Communications Corp. ("$@Csolicit proxies. SCC may
contact the Veeco Stockholders by mail, telepht@iex, telegraph and personal interviews. SCCnedkive from Veeco a fee of $15,000 for
such services, plus reimbursement of out-of-poekpenses, and Veeco has agreed to indemnify SG@sagartain liabilities and expenses
in connection with such solicitation, includingHilities under the federal securities laws. Sommsqaal solicitation also may be made by
directors, officers and employees without speaimhpensation, other than reimbursement for expenses.

Proposals which the Veeco Stockholders wish taigielin Veeco's proxy materials relating to the 1888ual Meeting of Stockholders must
be received by Veeco no later than December 107.188y such proposals will comply with the requirems of the Commission's proxy
solicitation rules.

PLEASE PROMPTLY COMPLETE AND RETURN YOUR PROXY IN T HE ENCLOSED
SELF-ADDRESSED, STAMPED ENVELOPE.
By order of the Board of Directors,
[LOGO]
JOHN F. REIN, JR.

Secretary
Plainview, New York
July 2, 1997
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REPORT OF INDEPENDENT AUDITORS
To the Shareholders and The Board of Directors ¥éestruments Inc.

We have audited the accompanying consolidated balsineets of Veeco Instruments Inc. and subsidiageof December 31, 1996 and 1995
and the related consolidated statements of inceha@eholders' equity and cash flows for each oftiteee years in the period ended Decet
31, 1996. Our audits also included the financialeshent schedule included elsewhere herein. Tlemecial statements and schedule are the
responsibility of the Company's management. Oyarsibility is to express an opinion on these fiahstatements and schedule based on
our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of Veeco
Instruments Inc. and subsidiaries at December 336 And 1995, and the consolidated results of tparations and their cash flows for each
of the three years in the period ended Decembet@§ in conformity with generally accepted acconmprinciples. Also, in our opinion, tl
related financial statement schedule, when consitlier relation to the basic financial statemerksiiaas a whole, presents fairly in all
material respects the information set forth therein

/'s/ ERNST & YOUNG LLP

Melville, New York
February 7, 1997
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets:
Cash and cash equivalents...............c........
Accounts and trade notes receivable, less allowan

and $517in 1995........cccccveeviiiieeeinnns

INVENLONIES. . .evvviviveeeeeee e
Prepaid expenses and other current assets........
Deferred income taxes............cccccvvvvvveenn

Total current assets..........occcvveevviveeeenne

Property, plant and equipment at cost, net.........

Excess of cost over net assets acquired, less accum
$779iN1995....iiiiiiiii e

Other assets--nNet.........ccccovveeeeeriiiineennne

Total asSetS......cceveeveveiiiiciiiiiieiieeeeen.

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable...........ccccceriiiiinnns
Accrued eXpenSesS.........ccoovuveeeeiiiiineeenn
Income taxes payable..............ccccuvvinnnes

Total current liabilities..............cccceeenee
Deferred income taxes....
Other liabilities..........ccccccovviereinnnnen.
Shareholders' equity:
Common stock (9,500,000 shares authorized, 5,836,
outstanding at December 31, 1996 and 1995, resp
Additional paid-in capital.......................
Retained earnings.........ccccccveeeeenn.
Cumulative translation adjustment

Total shareholders' equity............cccvvvveeeen

Total liabilities and shareholders' equity.........

(DOLLARS IN THOUSANDS)

......................................... $ 21,20

19,82

......................................... 9,76

021 and 5,787,214 shares issued and
ectively)....coooeeiiiiieieiieee 5

See accompanying notes to consolidated financsisients.
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1995
9 $ 17,568
6 18,983
3 15,795
8 923
7 1,221
3 54,490
1 7,381
8 4,579
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7 $ 67,380
6 $ 8729
4 7,523
9 77
9 17,029
7 118
1 482
8 58
8 47,353
9 1571
5 769
0 49,751
7 $ 67,380



VEECO INSTRUMENTS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(IN THOUSANDS, EXCEPT PER SHARE DATA)

YEARS ENDED DEC EMBER 31
1996 1995 1994

NEt SAIES. e $ 96,832 $ 72,35 9 $ 49,434
COSt Of SAIES...oieiiciiieiiie e e 54,931 39,27 4 28,940
GrOSS Profiticecciieiiiiiiieeieeeeeeeees e 41,901 33,08 5 20,494
Costs and expenses:

Research and development eXpense.....ccccceceeeee e 9,804 7,10 1 5,096

Selling, general and administrative expense...... s 19,536 16,82 2 11171

Amortization EXPeNSE......cccovveeviieeeennees e 236 20 2 344

Other--Net....ccccoiiiiiiiiiiiiieeees e 143 16 4 (100)

29,719 24,28 9 16,511

Operating INCOME...cccvvveeeeiiiiiiciiiieee e 12,182 8,79 6 3,983
Interest (iNCOME) eXPENSE--NEL.....cccccceeeeveees e (678) (39 1) 2,620
Income before income taxes and extraordinary item.. L 12,860 9,18 7 1,363
Income tax provision (benefit).....cccccccceeeees e 4,822 2,39 5 (795)
Income before extraordinary item..........ceeeee. e 8,038 6,79 2 2,158
Extraordinary (loss) on prepayment of debt, net of $355 tax benefit.............. -- -- (679)
NELINCOME..coiiiiiiiiiiicieeeeeees e $ 8,038 $ 6,79 2% 1,479
Earnings per share:

Income before extraordinary item................. e $ 136 $ 1.2 4% .87

Extraordinary (I0SS)....ccccvvevveveeeaeennenee e -- -- (.27)

NEtINCOME..coiiiiiiiiiic e $ 136 $ 1.2 4% .60
Shares used in computing earnings per share........ s 5,906 5,48 4 2,472

See accompanying notes to consolidated financ#tsients.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(DOLLARS IN THOUSANDS)

COMMON STOCK PREFERRED STOCK ADDITIONAL
----------- PAID-IN
SHARES AMOUNT SHARES AMOUNT  CAPITAL

Balance at December 31, 1993.......... 1,846,154 $ 4,354 $ 316
Conversion of Preferred Stock......... 1,761,026 $ 18 (1,846,154) (4,354) 4,277
Exercise of outstanding warrants...... 337,449 3 112
Conversion of Series B Subordinated

debt and accrued interest........... 313,878 3 3,450
Stock issued for prepayment penalty... 36,364 1 399
Net proceeds from initial public

offering ... 2,500,000 25 24,265
Translation adjustment................
Netincome..........cccoveene
Balance at December 31, 1994.......... 4,948,717 50 - - 32,819
Exercise of stock options............. 38,497 - 82
Net proceeds from public offering..... 800,000 8 14,452
Translation adjustment
Netincome..........cccoveene
Balance at December 31, 1995.......... 5,787,214 58 - - 47,353
Exercise of stock options and stock

issuances under stock purchase

plan . 48,807 - 285
Net income
Balance at December 31, 1996.......... 5,836,021 $ 58 - $ -- $ 47,638

CUMULATIVE
TRANSLATION

AMOUNT ADJUSTMENT  TOTAL

Balance at December 31, 1993.......... $  (59) $ 408 $ (1,681)
Conversion of Preferred Stock......... 59 --
Exercise of outstanding warrants...... 115
Conversion of Series B Subordinated

debt and accrued interest........... 3,453
Stock issued for prepayment penalty... 400
Net proceeds from initial public

offering.......cccccvevvieeennnn, 24,290
Translation adjustment 233 233
Net iNCOME.......evveeeriiinnnn, 1,479
Balance at December 31, 1994.......... - 641 28,289
Exercise of stock options............. 82
Net proceeds from public offering..... 14,460
Translation adjustment................ 128 128
Net iNCoOMEe........vveveiieeieennnn, 6,792
Balance at December 31, 1995.......... - 769 49,751
Exercise of stock options and stock

issuances under stock purchase

plan.....cccooeiiiiiiiieees 285
Translation adjustment... (104) (104)
Net iNCoOMEe........vveveiieeieennnn, 8,038
Balance at December 31, 1996.......... $ -- $ 665 $ 57,970

See accompanying notes to consolidated financ#tsients.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities

Net iNCOME......coovuiiiiiiiiiiie e

Adjustments to reconcile net income to net cash pro
Depreciation and amortization................
Deferred income taxes............ .
Loss on debt prepayment.............ccc......

Changes in operating assets and liabilities:
Accounts receivable........................
Inventories
Accounts payable...........cccccceeeneee.
Accrued expenses and other current liabilit
Income taxes payable.......................
Other--net.........ccoceveiviinveennnns

Net cash provided by operating activities..........

Investing activities
Capital expenditures...........cccceeeeiiieeennne

Net cash used in investing activities..............

Financing activities

Net proceeds from public stock offering............

Net repayments under revolving credit agreement....
Long-term debt repayments
Deferred financing COStS...........cccceeeinneen.

Exercise of stock options and issuance of stock und

Net cash provided by financing activities..........
Effect of exchange rate changes on cash and cash eq

Net increase in cash and cash equivalents..........
Cash and cash equivalents at beginning of year.....

Cash and cash equivalents at end of year...........

See accompanying notes to consolidated financ#tsients.

(DOLLARS IN THOUSANDS)

YEAR ENDED DECE

.............................. $ 8,038 $ 6,79
vided by operating activities:

1,599 1,20
(577) 14
11 -

.............................. (1,062) (6,07
(5,560) (4,94

2,485 1,29
2,460 2,98
(298) 68
77 (10
.............................. 7,173 1,98

.............................. a7n -

er stock purchase plan........ 285 8
.............................. -- 3
.............................. 90 14,41
uivalents..........ccccvveees 161 (14
3,641 15,28
17,568 2,27
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2% 1,479
0 1425
7 (1,250)
- 1,034
- (28)
2) (3,355)
8) (2,071)
1 3,492
4 (2
6 92
0) (8
0 808
5)  (364)
- (165)
5 (529)
0 24,290
- (8,786)
- (13,459)
5 (201)
2 -
9) 9
8 1,853
4)  (239)
9 1,893
9 386
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1996

1. SIGNIFICANT ACCOUNTING POLICIES
ORGANIZATION

Veeco Instruments Inc. ("Veeco" or the "Company$idns, manufactures, markets and services a brneadf precision ion beam systems,
surface metrology systems, and industrial measureggipment used in the manufacture of microed@dtrproducts. The Company sells its
products worldwide to many of the leading semicartduand data storage manufacturers. In addittmCompany sells its products to
companies in the flat panel display and high freqyedevice industries, as well as to other indastriiesearch and development centers and
universities.

USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reportdtkifinancial statements and accompanying notetsiahresults could differ from those
estimates.

BASIS OF PRESENTATION

The consolidated financial statements include tu®ants of Veeco and its subsidiaries. Intercomptamys and transactions have been
eliminated in consolidation.

REVENUE

Revenue is recognized when title passes to themeast generally upon shipment. Service and maim@maontract revenues are recorded as
deferred income, which is included in other accregpenses, and recognized as income on a straighivdsis over the service period of the
related contract. The Company provides for (1)astimated costs of fulfilling its installation ofditions and (2) warranty costs at the time the
related revenue is recorded.

CASH FLOWS

The Company considers all highly liquid investmaunith an original maturity of three months or le@gsen purchased to be cash equivalents.
Interest paid during 1996, 1995 and 1994 was apmately $70,000, $113,000 and, $2,661,000, resgagtiTaxes paid in 1996 and 1995
were approximately $5,226,000 and $916,000, resdet No significant tax payments were made in4.99

INVENTORIES
Inventories are stated at the lower of cost (ppalty first-in, first-out method) or market.
DEPRECIABLE ASSETS

Depreciation and amortization are generally congbbtethe straight-line method and are charged againome over the estimated useful
lives of depreciable assets. Amortization of equéptrrecorded under capital lease obligations imded in depreciation of property, plant
and equipment.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) INTNGIBLE ASSETS

Excess of cost of investment over net assets ahéss acquired is being amortized on a straigletfiasis over 40 years. Other intangible
assets, principally patents, software licensesdafieired finance costs, of $892,000 and $880,0@®eaeember 31, 1996 and 1995,
respectively, are net of accumulated amortizatiohsd 7,000 and $312,000. Other intangible assetsuanortized over periods ranging from 3
to 17 years.

ENVIRONMENTAL COMPLIANCE AND REMEDIATION

Environmental compliance costs include ongoing mesiance, monitoring and similar costs. Such castespensed as incurred.
Environmental remediation costs are accrued wheit@mental assessments and/or remedial effortpratgable and the cost can be
reasonably estimated.

FOREIGN OPERATIONS

Foreign currency denominated assets and liabilitiegranslated into U.S. dollars at the exchaatesrexisting at the balance sheet date.
Resulting translation adjustments due to fluctuegim the exchange rates are recorded as a sepamp®nent of shareholders' equity.
Income and expense items are translated at thageexchange rates during the respective periods.

RESEARCH AND DEVELOPMENT COSTS

Research and development costs are charged tosexperincurred and include expenses for developofier@w technology and the transit
of the technology into new products or services.

ADVERTISING EXPENSE

The cost of advertising is expensed as of theshstving. The Company incurred $1,819,000, $1,185dhd $638,000 in advertising costs
during 1996, 1995 and 1994, respectively.

STOCK-BASED COMPENSATION

At December 31, 1996, the Company has three staskébcompensation plans, which are described ia Blat the consolidated financial
statements. The Company has elected to continioioeav Accounting Principles Board Opinion No. 2Bccounting for Stock Issued to
Employees” (APB 25) and related Interpretationadoounting for its stock-based compensation pldndger APB 25, because the exercise
price of the Company's employee stock options gaaatjuals the market price of the underlying stockhe date of grant, no compensation
expense is recognized.

RECLASSIFICATIONS
Certain amounts in the 1994 and 1995 financiaéstants have been reclassified to conform with §86Jpresentation.
EARNINGS PER SHARE

Earnings per share is computed using the weightechge number of common and common equivalent slwarstanding during the year.
The Company completed an initial public offerinige(t
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) "IPQ on December 6, 1994, pursuant to which 2,5008}G0es of Common
Stock, par value $.01 per share (the "Common Sjogkle issued and sold at $11 per share. As a quasee of the IPO and pursuant to the
requirements of the Securities and Exchange Conwonisstock issued by the Company during the twetemths immediately preceding the
IPO, plus the number of equivalent shares issyalniguant to the grant of options during the samm®g@gehave been included in the number
of shares used in the calculation of earnings Iparesfor 1994 as if they were outstanding (usirgttBasury stock method and the IPO price).
In addition, the calculation of the shares usecbimputing earnings per share for 1994 also incltidle®utstanding convertible preferred
stock which automatically converted into 1,761,8Réres of Common Stock upon the closing of thedP® they were converted to
Common Stock on the respective original datessafdace.

2. BALANCE SHEET INFORMATION

DECEMBER 31

1996 1995
Inventories:
Raw materials........ccoccovvveevvveevieeeees e, $ 9,546,000 $ 4,349,000
WOrK in ProCess.....cccevevvciiieeiiiieeeeeee e 4,909,000 4,222,000
Finished goods.......cccocvvvviieiiiniieees e 6,808,000 7,224,000

$ 21,263,000 $ 15,795,000

DECEMBER 31 ESTIMATED
USEFUL
1996 1995 LIVES
Property, plant and equipment:

Land...cccooiiiiiiiicnieeee e $ 1,400,000 $ 1,400,000

Buildings and improvements.........cccccceeeeees e 4,965,000 4,776,000 30 years
Machinery and equipment........ccccovveceeeee 9,749,000 6,376,000 3-10 years
Leasehold improvements........ccccccceveeeee. 150,000 147,000 3-10 years

16,264,000 12,699,000

Less accumulated depreciation and amortization... 6,503,000 5,318,000

$ 9,761,000 $ 7,381,000

DECEMBER 31

1996 1995
Accrued expenses:
Deferred service contract revenue................ . e, $ 401,000 $ 670,000
Customer deposits and advance billings.......... 3,540,000 1,842,000
Payroll and related benefits.........cccoceeeeee.. 1,836,000 2,046,000
Other. oo e 4,187,000 2,965,000

$ 9,964,000 $ 7,523,000
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

3. FINANCING ARRANGEMENTS

In July 1996, the Company entered into a new cfaditity (the "Credit Facility") with Fleet Bani\.A. and The Chase Manhattan Bank. The
Credit Facility, which is to be used for workingp@ial, acquisitions and general corporate purppsegides the Company with up to $30
million of availability. The Credit Facility bearsterest at the prime rate of the lending banksjdadjustable to a maximum rate of 3/4%
above the prime rate in the event the Companyis oatlebt to cash flow exceeds a defined ratidIBOR based interest rate option is also
provided. The Credit Facility expires July 31, 1988t under certain conditions is convertible iateerm loan, which would amortize
quarterly through July 31, 2002.

The Credit Facility is secured by substantiallycdlthe Company's personal property as well astibek of its subsidiary Sloan Technology
Corporation. The Credit Facility also contains a#rtrestrictive covenants, which among other thimgpose limitations with respect to
incurrence of certain additional indebtedness, rirence of liens, payments of dividends, long-tegasks, investments, mergers,
consolidations and specified sales of assets. Timep@ny is also required to satisfy certain finaln@sts including maintaining specified
consolidated tangible net worth and maintainingaierinterest coverage and capitalization ratios.

As of December 31, 1996 and 1995, no borrowing®wetstanding under the Company's credit facilitiesters of credit of approximately
$931,000 and $1,900,000 were outstanding at Dece®1hd 996 and 1995, respectively, reducing the @amg's availability under its credit
facilities.

4. SHAREHOLDERS' EQUITY

The Company completed the IPO on December 6, 298dreby 2,500,000 shares of Common Stock, par valle per share (the "Common
Stock") were issued and sold at $11 per sharen€&hproceeds were used to prepay debt in the anod$23,700,000 and for working capi
and other general corporate purposes.

The prepayment of the Company's debt and the csioveof the Senior Subordinated Series B Notes@ummon Stock in December 1994,
resulted in an extraordinary charge of $679,000ph&355,000 of income tax benefit. The extracadyncharge is principally comprised of a
prepayment penalty and the writeoff of unamortideterred finance costs.

On July 31, 1995, the Company completed a pubferiofy (the "Public Offering") in which 2,300,008a&es of Common Stock were sold,
800,000 of which were sold by the Company and 1E@Dof which were sold by certain selling stocklest, at the public offering price of
$20 per share.

As of December 31, 1996, the Company has rese®®8®89 and 233,524 shares of common stock for eguapon exercise of stock optic
and issuance of shares pursuant to the Stock Pag¢Han, respectively.

5. STOCK COMPENSATION PLANS

Pro forma information regarding net income and s per share is required by FASB Statement N8, I&ccounting for Stock-Based
Compensation" which requires that the informatierdetermined as if the Company has accountedsfetatk options granted subsequent to
December 31, 1994 under the
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

5. STOCK COMPENSATION PLANS (CONTINUED) fair valumethod of that Statement. The fair value for thestéons, was estimated at
the date of grant using a Black-Scholes optionipgicnodel. The Company's pro forma informationdai:

DECEMBER 31

1996 1995
Pro forma netincome.......ccccocovveevcoeneees e $ 7,540,000 $ 6,444,000
Pro forma earnings per share........ccccccoeceeeee. L $ 130 $ 1.20

Because Statement 123 is applicable only to optipasted subsequent to December 31, 1994 and eegkigck options granted vest over a
three-year period, its effect will not be fully lefted in pro forma net income until 1997.

FIXED OPTION PLANS

The Company has two fixed option plans. The Veastriments Inc. Amended and Restated 1992 Emplo$&msk Option Plan (the "Stock
Option Plan") provides for the grant to officersldw@y employees of up to 826,787 options (264,3#tmns available for future grants as of
December 31, 1996) to purchase share of Commork $fdbe Company. Stock options granted pursuatitedStock Option Plan become
exercisable over a thrgear period following the grant date and expirertitn years. The Veeco Instruments Inc. 1994 Siytion Plan fo
Outside Directors (as amended, the "Directors'@pfilan") provides for the automatic grants of lstogtions to each member of the Boar
Directors of the Company who is not an employethefCompany. The Directors' Option Plan providedtie grant of up to 50,000 options
(20,003 options available for future grants as e€&@mber 31, 1996) to purchase shares of Commok 8tdbe Company. Such options
granted are exercisable immediately and expire tdteyears.

The fair values of these options at the date afitgreas estimated with the following weighted-averagsumptions for 1996 and 1995: risk-
free interest rate of 6.3%, no dividend yield, Vitits factor of the expected market price of therpany's common stock of 50% and a
weighted-average expected life of the option of fgears.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

5. STOCK COMPENSATION PLANS (CONTINUED) A summarf/tbe status of the Company's two fixed stock appitans as of
December 31, 1994, 1995 and 1996, and changeggdheryears ending on those dates is presentedbelo

1994 1995 1996
OPTION OPTION
SHARES PRICE SHARES PRICE SHARES WEIGHTED-AVERAGE
(000) PER SHARE (000) PER SHARE (000) EXERCISE PRICE
Outstanding at beginning of year.... 124 $ .69t0$3.00 175 $ .69to $11.00 441 $ 11.10
Granted.........cccoevveeneeennnn. 56 4.50to 11.00 314 9.50to 22.75 175 13.68
Exercised........cccoervieennnen. -- -- (38) .69to 4.50 32) 2.68
Forfeited.........cocooovvevrinnn. (5) 69to 4.50 (10) .69to 13.38 (62) 19.14
Outstanding at end of year.......... 175 $ .69to 11.00 441 $ .69to 22.75 522 $ 11.50
Options exercisable at
year-end.........cccoveveernnenns 91 $ .69t0$4.50 104 $ .69to0 $13.38 188 $ 874
Weighted-average fair value of
options granted during the year... $6.62 $ 6.24

The following table summarizes information aboweti stock options outstanding at December 31, 1996:

OPTIONS OUTSTANDING o PTIONS EXERCISABLE

NUMBER NUMB ER
OUTSTANDING OUTSTA NDING
AT WEIGHTED-AVERAGE WEIGHTED- AT
RANGE OF DECEMBER 31, REMAINING AVERAGE DECEMBE R31, WEIGHTED-AVERAGE
EXERCISE PRICE 1996 CONTRACTUAL LIFE  EXERCISE PRICE 199 6 EXERCISE PRICE

(000) (00 0)

$ .6910$5.00............. 101 7.2years $ 3.46 88 $ 3.32

5.01to0 10.00............. 24 8.0 9.50 8 9.50

10.00 to 15.00.............. 387 8.9 13.45 82 12.99

15.00 to 21.50.............. 10 8.5 21.32 10 21.50

$ .69 t0 $21.50.............. 522 8.5 $ 11.50 188 $ 874

EMPLOYEE STOCK PURCHASE PLAN

Under the Veeco Instruments Inc. Employees StockHase Plan (the "Plan®), the Company is authoriaésisue up to 250,000 shares of
Common Stock to its full-time domestic employee=anty all of whom are eligible to participate. Undee terms of the Plan, employees can
choose each year to have up to 6% of their anrasd barnings withheld to purchase the Company'st@onstock. The purchase price of
stock is 85% of the lower of its beginning-of-yearend-of-year market price. Under the Plan, then@any granted 14,278 shares and 16,476
shares to employees in 1996 and 1995, respectiVbfy/fair value of the employees' purchase riglgsevestimated using the following
assumptions for 1996 and 1995, respectively: ndnd yield for both years; an expected life of gear and six months; expected volatility

of 70% and 64%; and risk-free interest rates o¥%bahd 5.7%. The weighted-average fair value ofd@lmschase rights granted in 1996 and
1995 was $5.20 and $4.40 respectively.

VF-12



VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

6. INCOME TAXES

Deferred income taxes reflect the net tax effettermporary differences between the carrying amoohassets and liabilities for financial

reporting purposes and the amounts used for in¢arpurposes. Significant components of the Comgaigferred tax liabilities and assets
as of December 31, 1996 and 1995 are as follows:

DECEMBER 31

Deferred tax liabilities:
Tax over book depreciation.............cccccee...
Total deferred tax liabilities.....................

Deferred tax assets:
1,620,000 1,122,000
795,000 1,276,000
- 277,000
317,000 459,000
2,732,000 3,134,000
(795,000) (1,913,000)

Total deferred tax assets..
Valuation allowance................ccoeeecuvnnnns

Net deferred tax assets.........ccccvvvveveenennn.

Net deferred taxes......ccccccevvveveeeccvceees . $ 1,680,000 $ 1,103,000

For financial reporting purposes, income befor®@me taxes and extraordinary item includes the folig components:

YEARS ENDED DECEMBER 31

1996 1995 1994
DOMESLIC. ... vereveeeeeeeeeeererseeseseeeees $ 13,157,000 $ 8,926,000 $ 2,064,000
FOTIGN. ..o eereseeeeseeereeeeseens (297,000) 261,000  (701,000)

$ 12,860,000 $ 9,187,000 $ 1,363,000
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

6. INCOME TAXES (CONTINUED) Significant componera$the provision (benefit) for income taxes foranee before extraordinary item
are presented below.

YEARS ENDED DECEMBER 31
1996 1995 1994
Current:
Federal....occooovviiiiiiiiiieeeeeee $ 4,712,000 $ 3,226,000 $ 1,067,000
FOreign. .o s 129,000 379,000 217,000
StALE.ci i s 835,000 260,000 180,000
Utilization of research tax credits............. .~ . (277,000) (909,000) --
Utilization of net operating losses.............. e - (708,000) (1,294,000)
5,399,000 2,248,000 170,000
Deferred:
Federal....cccooovviiiiiiiiiiceeeeeee e (525,000) 335,000 (965,000)
FOreign. i e - (90,000) -
StAL.ci i s (52,000) (98,000)
(577,000) 147,000 (965,000)
$ 4,822,000 $ 2,395,000 $ (795,000)

The reconciliation of income taxes attributablénmome before extraordinary item computed at Ueflefal statutory rates to income tax
expense is:

YEARS ENDED DECEMBER 31
1996 1995 1994

Tax at U.S. statutory rates........ccccceeveeveees e, $ 4,501,000 $ 3,123,000 $ 463,000
State income taxes (net of federal benefit)........ 334,000 74,000 119,000
Goodwill amortization........cccceeeveceeeneneees e 46,000 44,000 44,000
Nondeductible eXpenses........cccccvvvvennceeee e 39,000 42,000 31,000
Recognition of previously unrecognized deferred tax assets, net........ - (314,000) (639,000)
Operating losses not currently realizable.......... . 225,000 212,000 456,000
Operating losses currently realizable............. . - (708,000) (1,294,000)
Other. i e (323,000) (78,000) 25,000

$ 4,822,000 $ 2,395,000 $ (795,000)

Several of the Company's foreign subsidiaries mei@perating loss carryforwards for foreign taxgmses of approximately $2.0 million at
December 31, 1996, a portion of which expires iargel 997 through 2001 and a portion for which #meyéorward period is unlimited.

7. COMMITMENTS AND CONTINGENCIES AND OTHER MATTERS

The Company has an agreement with IBM pursuantiiciwthe Company is IBM's exclusive worldwide sadesl marketing representative
for the SXM Workstation to the semiconductor anthddorage industries. Under this agreement, thepgaoy has agreed to purchase a
minimum number of SXM Workstations by July 1997.dcember 31, 1996 such purchase commitment anttmte
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

7. COMMITMENTS AND CONTINGENCIES AND OTHER MATTERBCONTINUED) approximately $2.25 million. IBM hasethiight to
discontinue production at any time upon writtenigeto the Company, in which event IBM has agreegrant to the Company an exclusive
worldwide license to manufacture the SXM Workstatior sale to the semiconductor and data storagygsinies pursuant to a royalty and
license agreement to be negotiated at such time.

Minimum lease commitments as of December 31, 188@roperty and equipment under operating leaseeagents (exclusive of renewal
options) are payable as follows:

1997 e e, $ 737,000
1998 e, 489,000
1999 e, 223,000
2000 i e, 98,000
2001 e e, 36,000
Thereafter......ccoovvvvivieiiiiieees 98,000
$1,681,000

Rent charged to operations amounted to $870,00@,8@0 and $825,000 in 1996, 1995 and 1994, respictin addition, the Company is
obligated under the leases for certain other exggenscluding real estate taxes and insurance.

In compliance with a Cleanup and Abatement OrdeéAQ") issued by the California Regional Water Qyaontrol Board, Central Coast
Region, the Company completed soil remediation sifeawhich was leased by a predecessor of the @oynip September 1995. The cost of
the soil remediation was approximately $35,000. Thenpany is currently performing post-soil remediagroundwater monitoring at the
site. Reports prepared by consultants indicat@icecontaminants in samples of groundwater undénriba site. The Company cannot pre
the extent of groundwater contamination at theasiig cannot determine at this time whether anyl @f ¢he groundwater contamination may
be attributable to activities of neighboring pasti#¢he Company cannot predict whether any grouretwamediation will be necessary or the
costs, if any, of such remediation.

The Company may, under certain circumstances, ligadéd to pay up to $250,000 in connection with ifnplementation of a comprehens
plan of environmental remediation at its Plainviegility. The Company has been indemnified for #afilities it may incur in excess of
$250,000 with respect to any such remediation. dioprehensive plan has been required to date. Respih indemnification, the Company
does not believe that any material loss or expengebable in connection with any remediation plzat may be proposed.

The Company is aware that petroleum hydrocarbortacoination has been detected in the soil at tleeodia facility leased by the Company
in Santa Barbara, California. The Company has lremnified for any liabilities it may incur whidrise from environmental contaminati
at the site. Despite such indemnification, the Canypdoes not believe that any material loss or es@és probable in connection with any
such liabilities.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

7. COMMITMENTS AND CONTINGENCIES AND OTHER MATTER8CONTINUED) The Company's business depends in |pege
upon the capital expenditures of data storage,®rdiictor and flat panel display manufacturers twhiccounted for the following
percentages of the Company's net sales:

DECEMBER 31

1996 1995 1994

Data Storage.......cccccvvvvvvevieiinieeaeneees s 55.5% 40.2% 38.1%
SemicoNdUCEOr.. ..o eieeeeeeeeee e 27.4 36.4 33.2
Flat panel display.......ccccooceevicveeennceees . 3.8 6.1 7.3

The Company cannot predict whether the growth éapeed in the microelectronics industry in the réqeast will continue.

Sales to one customer accounted for approximai#ly, P% and 2% and sales to another customer a@mb ot approximately 16%, 23%
and 27% of the Company's net sales during the yaatsd December 31, 1996, 1995 and 1994, resplgctive

The Company manufactures and sells its produaterganies in different geographic locations. Thenfany performs periodic credit
evaluations of its customers' financial conditiganerally does not require collateral, and whepr@miate, requires that letters of credit be
provided on foreign sales. Receivables generadfydae within 30 days. The Company's accounts rabkhare concentrated in the following
geographic locations:

DECEMBER 31

1996 1995
United States.....cccocvvviieiiiieiiieeieeeee . $ 10,699,000 $ 10,892,000
BUMOPE. ..o e 3,161,000 5,008,000
Far EaSt....cooovviiiiiiiiec e 5,729,000 3,069,000
Other ..o e, 237,000 14,000

$ 19,826,000 $ 18,983,000
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

8. FOREIGN OPERATIONS AND GEOGRAPHIC AREA INFORMAODN

Information as to the Company's foreign operatimms geographic area information (assets not spefiifiidentified to Europe and the Far
East are included in the United States) is sumradrzlow:

NET SALE S
UNAFFILIATED CU STOMERS OPERATING INCOME TOTAL ASSETS
1996 1995 1994 1996 1995 1994 19 96 1995 1994

(IN THOUSANDS)
.. $ 92,063 $ 66,82 6 $ 45713 $ 12613 $ 8670 $ 4,702 $ 7 2,589 $ 58,051 $ 32,518
11,214 11,86 3 7297 (69) 651 (541) 6,953 8790 7,563
915 91 3 681 (231) (394) (15) 785 539 850
(7,360) (7,24 3) (4257) (131) (131) (163) - -

$ 96,832 $ 72,35 9 $ 49,434 $ 12,182 $ 8,796 $ 3,983 $ 8 0,327 $ 67,380 $ 40,931

(1) Principally reflects the Company's operationd assets in France, United Kingdom and Germany.

Export sales from the Company's United States dipesaare as follows:

OUSANDS)

13,827 $ 8,336

9,020 7,119
544 1,802
564 556

The aggregate foreign exchange gains and (lossesjded in determining consolidated results of apens were $(153,000), $100,000 and
$185,000 in 1996, 1995 and 1994, respectively.
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COL. A

VEECO INSTRUMENTS INC. AND SUBSIDIARIES

SCHEDULE 1I--VALUATION AND QUALIFYING ACCOUNTS

BA

BEG

DESCRIPTION

Deducted from asset accounts:

Year ended December 31, 1996
Allowance for doubtful accounts...........

Valuation allowance on net deferred tax
ASSELS..uvviiiiiiiiee e

Deducted from asset accounts:

Year ended December 31, 1995:
Allowance for doubtful accounts

Valuation allowance on net deferred tax

ASSEtS...ccoiiiiiii

Deducted from asset accounts:

Year ended December 31, 1994:
Allowance for doubtful accounts

Valuation allowance on net deferred tax

ASSEtS...cooiiiiii

COL.B COL.C COL.D

ADDITIONS

LANCE AT CHARGED TO CHARGED TO
INNING OF COSTS AND OTHER
PERIOD EXPENSES ACCOUNTS DEDUCTIONS

517,000 $ 14,000 $ -- $ 49,000
1,913,000 -- -- 1,118,000
2,430,000 $ 14,000 $ -- $ 1,167,000
383,000 $ 147,000 $ -- $ 13,000
2,858,000 -- -- 945,000
3,241,000 $147,000 $ -- $ 958,000
385,000 $ 54,000 $ -- $ 56,000
4,294,000 - -- 1,436,000
4,679,000 $ 54,000 $ -- $ 1,492,000

BALANCE AT
END OF
PERIOD

$ 517,000

1,913,000

$ 383,000

2,858,000



VEECO INSTRUMENTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(IN THOUSANDS, EXCEPT PER SHARE DATA)

(UNAUDITED)
THREE MONT
MARCH
1997
NEL SAIES. .ot e $ 29,551
COSt Of SAIES...oiiiiiiiiiiiceeee e 16,642
GrOSS ProOfiticeci i iiiiiieeiiieeeeee e 12,909
Costs and expenses:
Research and development expense................. 2,952
Selling, general and administrative expense...... 5,765
Amortization eXpense.........cccceeevuveeeenns 69
Other--Net.....cccccceeeveiiiiiiiiiiieeeenn (18)
Operating INCOME....cvviieiiiiieeeeiieeeeeeee e 4,141
INterest iNCOME, NEL....ccviiieiiiiiieices 105
Income before iNCOMEe taxesS.....cccccvvvvveenncees e 4,246
INCOME tAXES...viiiiiiiiiieeii e e 1,609
NELINCOME...oiiiiiiivisi e s $ 2,637
Net income per common Share........ccccoceeceeces $ 043
Shares used in COMPULALION.......cccceeeerncicees e 6,150,000

See accompanying notes.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEET

(DOLLARS IN THOUSANDS)

MARCH 31, DECEMBER 31,
1997 1996
ASSETS
Current assets:
Cash and cash equivalents...............c........ $ 21,209
Accounts and trade notes receivable.............. 19,826
INVENtOries........ccoovvvveeiinieee e, 21,263
Prepaid expenses and other current assets........ 858
Deferred income taxes........cccceeeeiuveeeenne 1,937
Total current assets...........cccvveeernnee 65,093
Property, plant and equipment at cost, net......... 9,761
Excess of cost over net assets acquired............ 4,448
Other assets--nNet........ccccevveveeeriiineennn. 1,025
Total assets......cccovvevvereiiraennnn $ 80,327
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable.......cccovceviceiiieneiees e $ 13,901 $ 11,196
ACCIUEd EXPENSES.....uvviieiiiiiieeeiieeeeaeee 11,015 9,964
Income taxes payable......cccccovvvvviiicccccees e 2,002 479
Total current liabilities.........ccccceeeee 26,918 21,639
Deferred iNCOME taxesS.....ccccceevviiieeennccieces e 257 257
Other abilitieS......ccovvviiiiiiciceee e 422 461
Shareholders' equity:
Common StOCK.......covuveeeriiiiiee e 59 58
Additional paid-in capital... 47,993 47,638
Retained earnings.........ccccccveveeenn. . 12,246 9,609
Cumulative translation adjustment................ 158 665
Total shareholders' equity.......ccccceeeees 60,456 57,970
Total liabilities and shareholders' equity... L $ 88,053 $ 80,327

See accompanying notes.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(DOLLARS IN THOUSANDS)

(UNAUDITED)
THREE M ONTHS ENDED
MAR CH 31,
1997 1996
OPERATING ACTIVITIES
NELINCOME..oiiiiiiivevie e s $ 2,63 7 $ 1,810
Adjustments to reconcile net income to net cash pro vided by operating activities:
Depreciation and amortization 5 334
Deferred income taxes........ccccceeveiuveeeenne 0) (12)
Changes in operating assets and liabilities:
Accounts receivable..............ccccvveeeennnn 7) 868
INVENtOries........cooovueieeiiiiiee e, 7) (3,649)
Accounts payable...........ccccceiiiiiiennns 7 1,902
Accrued expenses and other current liabilities... 0 (1,076)
Other--Net.....cccccceeeveiiiiiiiiiiiieeeees 7) (44)

Net cash provided by operating activities...... 4,71 8 133
INVESTING ACTIVITIES
Capital eXpPenditures.......cccocvvveeeniccices e (1,26 6) (439

Net cash used ininvesting activities........... e (1,26 6) (439)
FINANCING ACTIVITIES
Proceeds from StOCK ISSUANCE.......cccovvveeenes s 35 6 206
OtNeT e e (1 4) -

Net cash provided by financing activities...... 2 206
Effect of exchange rates on cash................... 4) 51
Net change in cash and cash equivalents............ 0 (49)
Cash and cash equivalents at beginning of period... 9 17,568
Cash and cash equivalents at end of period......... 9 $ 17,519

See accompanying notes.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
NOTE 1--BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements of Veeco Instruments Inc. (8é8kand its subsidiaries
(collectively, the "Company") have been prepareddoordance with generally accepted accountingiplies for interim financial

information and with the instructions to Form 10a@ Article 10 of Regulation S-X. Accordingly, thdg not include all of the information
and footnotes required by generally accepted adoauprinciples for complete financial statemefsthe opinion of management, all
adjustments considered necessary for a fair pragent(consisting of normal recurring accruals)daeen included. Operating results for the
three months ended March 31, 1997, are not nedigssaicative of the results that may be expedmdtthe year ending December 31, 1997.
For further information, refer to the financial teiments and footnotes thereto included in the CoryipadAnnual Report on Form 10-K for the
year ended December 31, 19

Earnings per share is computed using the weightethge number of common and common equivalent slwartstanding during the period.
NOTE 2--INVENTORIES
Interim inventories have been determined by lovierost (principally first-in, first-out) or markelventories consist of:

MARCH 31, DECEMBER 31,

1997 1996
(DOLLARS IN THOUSANDS)
Raw materialS....ccccccevvvercveniviiiveivaiceeeee e $ 11,108 $ 9,546
WOrK-iN ProCeSS...ccvviiiiiiiiiiiieeeeeeeeeeeeee s 6,134 4,909
Finished goods.......ccccccovviiiiiniieeeeneeee e 6,377 6,808

NOTE 3--BALANCE SHEET INFORMATION

Selected Balance Sheet Account Disclosures follow:

MARCH 31, DECEMBER 31,

1997 1996
(DOLLARS IN THOUSANDS)
Allowance for doubtful accounts.........ccceeeec... L $ 491 $ 482
Accumulated depreciation and amortization of proper ty, plant and
EQUIPMENt.cee i e, $ 6,991 $ 6,503
Accumulated amortization of excess of cost over net assets
ACQUIrEd..cciiiiiiiceiii et e $ 925 $ 910

NOTE 4--OTHER INFORMATION

Total interest paid for the three months ended M&, 1997 and 1996 was $15,000 and $83,000, régglgc The Company made income
tax payments of $103,000 and $308,000 for the thveeths ended March 31, 1997 and 1996, respectively
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
(CONTINUED)
NOTE 5--SUBSEQUENT EVENTS

On April 28, 1997, Veeco signed a definitive merggreement with Wyko Corporation ("Wyko") of Tucséwizona, a leading supplier of
optical interferometric measurement systems fordgte storage and semiconductor industries proyiftinthe merger of Veeco Acquisition
Corporation, a wholly owned subsidiary of VeecaoiWwyko. Under the merger agreement, Wyko sharesidould receive 2,863,810
shares of Veeco common stock and holders of optmasquire Wyko common stock would receive optitmacquire an aggregate of
136,190 shares of Veeco common stock. The mergeteisded to be accounted for as a pooling of @sisrtransaction. The consummation of
the merger is subject to a number of conditionduiing approval by the shareholders of Veeco,iptaé a fairness opinion from Veeco's
financial advisor and confirmation from Veeco'sépdndent accountants regarding its concurrencetthaherger may be accounted for as a
pooling of interests.

On April 10, 1997, the Company acquired certairesand personnel of the Media and Magnetics Aafitins Division of Materials
Research Corporation for cash plus the assumpfioartain liabilities. The acquisition is being acated for using the purchase method of
accounting. Accordingly, a portion of the purchpsee will be allocated to the net assets acquaeskd on their estimated fair values as
determined by an outside appraisal, including betw$3,500,000 to $4,500,000 to be allocated tad@ugss engineering and development
projects. These projects have not reached techicaldgasibility and have no alternative futuresised thus will be expensed as of the date
of acquisition.

NOTE 6--NEW ACCOUNTING PRONOUNCEMENT

In February 1997, the Financial Accounting Standd@dard issued SFAS No. 128, "Earnings Per Shatach is effective for both interim
and annual financial statements for periods endftey December 15, 1997. At that time, the Compuaitiyoe required to change the method
currently used to compute earnings per share angbtate all prior periods. Under the new requingisiéor calculating primary earnings per
share, the dilutive effect of stock options will &ecluded. The impact of adopting SFAS No. 128hendalculation of primary and fully
diluted earnings per share is not expected to dermah
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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors
WYKO Corporation

We have audited the accompanying consolidated balsineets of WYKO Corporation and subsidiariesf &@cember 31, 1996 and 1995,
and the related consolidated statements of incardeetained earnings, and cash flows for the yibans ended. These financial statements
are the responsibility of the Corporation's manag@mOur responsibility is to express an opiniorttse financial statements based on our
audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
of WYKO Corporation and subsidiaries as of Decen8ierl996 and 1995, and the consolidated resuttseaf operations and their cash
flows for the years then ended in conformity wittngrally accepted accounting principles.

/'s/ ERNST & YOUNG LLP

April 3, 1997

Tucson, Arizona
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WYKO CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(DOLLARS IN THOUSANDS)

DECE MBER 31

ASSETS
Current assets:

Cash and cash equivalents 6 $ 957
Short-term investments............ccccoccvveenn. 1 2
Accounts receivable, less allowance for doubtful accounts of $71 in 1996 and $75 in
1905, e e 4,28 8 2,686
INVENIOTIES. ... e 4,08 8 2,056
Deferred iINCOME taXeS....coccvvvveviciieeenneee e 51 1 193
Other CUMENt @SSELS...cccviiiiiieiiiiieeeenees e - 10
Total CUIMTENE @SSEIS...ovviiiiiiiiieiicieeeeee e 11,51 4 5904
Property, plant and equipment at COSt, Net......... e 3,32 6 3,479
EScrow deposit........cccceeeeiiiiieeiiiiienenne 1,50 0 2,820
LONg-term iNVESIMENES.....coovvviiiiiiiieee e 11 8 -
Other @SSetS.....ccciiviiiiiiiieeeeieee e 1 2 27
TOtal @SSELS.cccoiiiiiii i s $ 16,47 0 $ 12,230
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable...............ccceeevrennnnn. 9% 276
Accrued eXpenSesS.........ccoovuveeeeiiiiineeenn 5 3,424
Income taxes payable................... 7 261
Current portion of long-term debt................ 6 97
Total current llabilitieS. ... 5,60 7 4,058
LoNg-term debt. ..o s 2,56 3 2,669
Commitments and contingencies
Shareholders' equity:
Common stock, Class A, voting, no par value, 5,00 0,000 shares authorized, 281,250 shares
issued and oUtStaNAING.......cccvveeeens e 2 2
Common stock, Class B, nonvoting, no par value, 5 ,000,000 shares authorized, no shares
issued Or OULSTANAING....ccoeeviiiieeeniciies e - -
Retained €arNiNgS....cccccvveeeieieeeeeeeieee e 8,29 8 5,501
Total shareholders' @QUILY......ccccovvveeneees e 8,30 0 5,503
Total liabilities and shareholders' equity......... $ 16,47 0 $ 12,230

See accompanying notes to consolidated financ#tsients.
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WYKO CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARN INGS

(DOLLARS IN THOUSANDS)

YEARS ENDED DECE MBER 31
1996 1995
1994
(UNAUDITED)
Net SAIES.....ooiierieiierieree e $ 18,210 $ 13,466 $ 10,597
Cost of sales 7,270 5,392 4,734
GroSS Profiticcccieciiiiiiiiiiieeeees e 10,940 8,074 5,863
Costs and expenses:
Research and development eXpense......cccceeeee s 2,660 2,056 1,958
Selling, general and administrative expense.... L 4,184 3,577 3,255
Legal fees and claims related to litigation.... 2,051
Other--net........c.occvveeiiiiiieiinieenn. (150)
7,114
Operating income (I0SS)........cceeeriiieeeenunes (1,251)
Interest (income) expense--net..................... 379
Income (loss) before income taxes.................. (1,630)
Income tax provision (benefit)...........cccec... 87
Net income (I0SS).....cccvvvvvveeieiieeeeeeninnns (1,717)
Retained earnings, beginning of year............... 4,773
Retained earnings, end of year..................... $ 3,056

See accompanying notes to consolidated financ#tsients.
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WYKO CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(DOLLARS IN THOUSANDS)

OPERATING ACTIVITIES
Net income (I0SS)......cccvvvveveeieiieieeeennnnnn,
Adjustments to reconcile net income (loss) to net ¢
activities:
Depreciation and amortization..................
Deferred income taxes..............
Gain on sale of capital assets
Changes in operating assets and liabilities:
Accounts receivable..............c.occeee.
Inventories..............
Escrow deposit....
Accounts payable............ccccceevenen.n.
Accrued exXpenses........cccoovveeeeeeienen.
Income taxes payable
Other assets........cccceevvveveeiinnnenn.

Net cash provided by (used in) operating activities
INVESTING ACTIVITIES

Capital expenditures, net.............ccccvvvvenee
(Purchases) maturities of held-to-maturity investme
Net cash (used in) provided by investing activities
FINANCING ACTIVITIES

Long-term debt repayments............ccceeeenee
Repayments of short term borrowings................

Net cash used in financing activities..............

Net increase (decrease) in cash and cash equivalent

Cash and cash equivalents, beginning of year.......

Cash and cash equivalents, end of year.............

See accompanying notes to consolidated financ#tsients.

YEARS ENDED DEC

............................. $ 2,797 $ 2,445
ash provided by operating

270 290
(318) (193

............................. (1,602) (1,163
(2,032) (302

. . 1,320 (1,170
............................. 403 111
331 (205
806 28
25 163
............................. 2,000 4
(117) (190
(487) 31
............................. (604) (159
............................. (97) (34
............................. (97) (34
S 1,299 (189
............................. 957 1,146
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. SIGNIFICANT ACCOUNTING POLICIES
ORGANIZATION

WYKO Corporation ("WYKQO" or the "Company") desigmaanufactures, markets and services computer-dtatnorecision metrology and
test instruments used in a variety of industriatkats throughout the world.

BASIS OF PRESENTATION

The consolidated financial statements include twants of WYKO and its subsidiaries. All signifitantercompany transactions have been
eliminated in consolidation.

USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reportttkifinancial statements and accompanying notesiaAresults could differ from those
estimates.

REVENUE

Revenue is recognized when title passes to themest generally upon shipment. Service and maimemaontract revenues are recorded as
deferred income, which is included in other accrerpenses, and recognized as income on a stranghbdsis over the service period of the
related contract. The Company provides for (1)astimated costs of fulfilling its installation ofiitions and (2) warranty costs at the time the
related revenue is recorded.

For revenues under long-term contracts involvingaie new technologies, revenues and profits aferdsd until technological feasibility is
established and customer acceptance is obtainedaipoits of delivery basis. As of December 31,6198e Company had two such long-
term fixed price contracts. During 1996, the Compemntracted with two separate customers to prothiden with a product involving new
technology which management considers developmektabrdingly, the Company has deferred as "custateposits” all revenues and
profits under these two contracts until technolabfeasibility is established and customer accapgas obtained. If customer acceptance of
the products required to be delivered under théraots is not received, Wyko would be requiredetiim the customer deposits received in
conjunction with the execution of the contracts aadk to remarket the products or excess matéoiather end-users. Accumulated contract
costs are included in work-in-process inventorpfalBecember 31, 1996. Provision for estimated @mtiosses (determined on the basis of
whether the costs of fulfilling the contract wikezed the fixed price established under the conirid@ny, is made in the period such losses
are determined. Under the contracts, cash flovegatively impacted during the intial phase becaidke requirement of procuring materials
at a cost in excess of the customer deposits redeigon execution of the contracts. As units oflpod are delivered, cash flow is positively
impacted as costs are recouped and profits areedal

CASH FLOWS

The Company considers all highly liquid investmanith an original maturity of three months or Iegsen purchased to be cash equivalents.
Cash equivalents consist primarily of money mafugtls. Interest
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) expsed and paid during 1996, 1995 and 1994 was ajppatly $231,000,
$280,000 and $317,000, respectively. Taxes pal®86, 1995 and 1994 were approximately $1,177 $00,000 and $21,000, respectively.
An income tax refund of $166,000 was received i95L&lating to prior year federal net operatingloarrybacks.

INVESTMENTS

Investments consist primarily of municipal bondshwhnaturities ranging from seven to thirteen mongisshort-term and long-term
investments are classified as held-to-maturity amdrecorded at cost, which approximates markeevas of December 31, 1996 and 1995.

INVENTORIES
Inventories are stated at the lower of cost (finsfirst-out method) or market.
DEPRECIABLE ASSETS

Depreciation and amortization are computed by ttaght-line method and are charged against incovee the estimated useful lives of
depreciable assets. Amortization of equipment @Eunder capital lease obligations is includedeipreciation of property, plant and
equipment.

LEGAL FEES
The Company expenses legal fees as they are idcurre
RESEARCH AND DEVELOPMENT COSTS

Research and development costs are charged tosxpsrincurred and include expenses for developafier@w technology and the
translation of the technology into new productsenvices.

ADVERTISING AND PROMOTION EXPENSES

All advertising and promotion costs are expensedmihcurred. Total advertising and promotional ewgas for the years ended Decembe
1996, 1995 and 1994 were $445,000, $278,000 an?,®2Q, respectively.

INCOME TAXES

The Financial Accounting Standards Board issueteB8tant No. 109, "Accounting for Income Taxes" ("S-No. 109") which requires
recognition of deferred income tax liabilities aamsbets for the expected future tax consequenasgeats that have been included in the
financial statements or tax returns. Under thishoet deferred tax liabilities and assets are deterthbased on the differences between the
financial statements and tax bases of assets apilities, using enacted tax rates in effect f@ ylear in which the differences are expected to
reverse. Valuation allowances are established wkenssary to reduce deferred tax assets to therwmxpected to be realized.
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) STGCBASED COMPENSATION

At December 31, 1996, the Company had one stockebasmpensation plan (see Note 7). The Companglbated to continue to follow
Accounting Principles Board Opinion No. 25, "Accting for Stock Issued to Employees" and relatedrfimetations in accounting for its
employee stock-based compensation plan.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company's cash and cash equivalents, shortit@estments, accounts receivable, long-term imrests, current portion of long-term
debt, and long-term debt represent financial ims&mts as defined by Statement of Financial Accogrfiitandards No. 107, "Disclosure
About Fair Value of Financial Instruments." Managarbelieves the carrying value of these finariaistruments is a reasonable
approximation of fair value, primarily due to thergral stability of interest rates from the instants' inception to the balance sheet dates.

CONCENTRATION OF CREDIT RISK

The Company maintains cash and cash equivalentmaestments with various financial institutionsstirance carried by the various
financial institutions reduces the Company's cragi. The Company does have credit risk with respenet accounts receivable. However,
the Company has historically had only minor losseshe collection of accounts receivable.

One distributor, AMAC Corporation, accounted fopegximately 20% of the accounts receivable balascef December 31, 1996. As of
December 31, 1995, no one customer or distributooanted for more than 10% of accounts receivasées to two distributors, AMAC
Corporation and DYMEK ASIA Company, accounted fppeoximately $2,700,000 and $2,500,000, respegtivel 15% and 14%,
respectively, of the Company's net sales duringyélae ended December 31, 1996, approximately $1060tand $1,000,000, respectively, or
12% and 7%, respectively, of the Company's netsileing the year ended December 31, 1995 and sippately $2,000,000 and $700,000,
respectively, or 19% and 7%, respectively, of tlhen@any's net sales during the year ended Decenhé994.
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

2. BALANCE SHEET INFORMATION

DECEMBER 31

Inventories:
Raw materialS.....cccccoovvveeeiiiiiieeeeeieees e, $ 1,613,000 $ 918,000
WOrK iN ProCeSS.....vvveieiiiiiieeeiiieeeeeee e 1,497,000 473,000
Finished goodsS......ccccevevvviiiiiiieeee s 978,000 665,000

Inventories related to long-term contracts wereraxmately $560,000 at December 31, 1996.

DECEMBER 31 ESTIMATED
-------------------------- USEFUL
1996 1995 LIVES

Property, plant and equipment:
..................... $ 766,000 $ 766,000

Furniture and fixtures...........cccccvveeenens 59,000 59,000 5 years
Machinery and equipment..... 2,045,000 2,076,000 5 years
Building and improvements 2,812,000 2,812,000 31 years

5,682,000 5,713,000

Less accumulated depreciation and amortization..... . 2,356,000 2,234,000

Accrued expenses:

Litigation reServe......cccccovvvevvvencceeneee e $ 1,500,000 $ 1,500,000
Property, use, sales and other taxes.......c....... L 659,000 642,000
Payroll and related benefits.......ccoccceeeeee. 356,000 212,000
Customer depoSitS......coccveveeiiiciineeiiiiees e 321,000 125,000

WaITANtY . .coeeiii i eeeeeeee e 311,000 157,000
Legal feeS. i e 163,000 405,000
Deferred revenuUe......cccccvevevevveeeeiniineeee e 131,000 54,000
Othel e e, 314,000 329,000

3. FINANCING ARRANGEMENTS

During 1996, the Company entered into a revolving bf credit agreement (the "Credit Facility") viflorthern Trust Bank of Arizona, N.

A., which replaced its previous credit facility. §redit Facility, to be used for working capitarposes, provides the Company with up to
$1,500,000. The Credit Facility bears an interate based on the prime rate of the lending barjustable to a maximum rate of 3/4% above
the prime rate. The Credit Facility expires Octob@y 1997.

The Credit Facility is secured by accounts recd&alind finished goods inventories. The Credit Rgdillso contains certain restrictive
covenants, which among other things, impose linoitest with
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

3. FINANCING ARRANGEMENTS (CONTINUED) respect to @hges in ownership. The Company is also requiresatisfy certain
financial tests including maintaining specified solidated tangible net worth and maintaining certegt worth and current ratios.

As of December 31, 1996 and 1995, no borrowing®wetstanding under the Company's credit facilities
4. LONG-TERM DEBT

Long-term debt consists of a mortgage note whick sgéinanced in October, 1995. The note, whichederest at a rate of 8.5% and will
mature on October 14, 2002, is collaterallizeddndland a building. Long-term debt matures in fufigcal years as follows:

1997 e, $ 106,000
1998 e 115,000
1999, e, 125,000
2000. .. 136,000
2001 i, 149,000
Thereafter.....ccocvviiiviiiiiiieeeeeeee 2,038,000
2,669,000
Less current portion........ccccvcvvvvveeeveneenes 106,000
$2,563,000

5. INCOME TAXES

The Company files income tax returns on a fiscarynding June 30. At June 30, 1995, the Compadypproximately $2,889,000 of
Federal net operating loss carryforwards. At JUnel896, these carryforwards had been utilizedeena result there are no remaining Fec
net operating loss carryforwards.

Deferred income taxes reflect the net tax effettemporary differences between the carrying anmohissets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. Significant components of the Comigadsferred tax liabilities and assets
as of December 31, 1996 and 1995 are as follows:

DECEMBER 31

1996 1995

Deferred tax liabilities:
Legal settlement.......ccccevcvviiiieniieeneees e $ - $ 528,000
Total deferred tax liabilities............cccceeee. L -- 528,000
Deferred tax assets:

Inventory valuation.......cccccoevceeeeneeeeees e 84,000 91,000

Federal net operating loss carryforwards......... e -- 322,000
Other i e 427,000 308,000
Total deferred tax assets.....cccccvveveeeeeees e, 511,000 721,000
Net deferred taxes.......cocevvvevvveevcceeees e, $ 511,000 $ 193,000
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

5. INCOME TAXES (CONTINUED) The 1995 income tax pision reflects the benefit of $874,000 due toréduction in the deferred tax
valuation allowance maintained at December 31, 1994

Significant components of the provision (benefit) income taxes are presented below:

YEARS ENDED DECEMBER 31

1996 1995 1994

(UNAUDITED)

Current:

Federal.......ccoovveeeeiiiiiiiiieeen .. $ 1,730,000 $ 84,000 $ 67,000

State....eveiiiee e . 404,000 20,000 20,000
2,134,000 104,000 87,000

Deferred:

Federal......cccoovvveeeeieiiiiiiiiiieees . (270,000) (164,000)

State...ccvviiiieieeeee e . (48,000) (29,000)

(318,000) (193,000)

$ 1,816,000 $ (89,000) $ 87,000

The reconciliation of income taxes attributablénttome computed at U.S. federal statutory ratésdome tax expense (benefit) is:

YEARS ENDED DECEMBER 31

1996 1995 1994

Tax (benefit) at U.S. statutory rates.............. ... $ 1,568,000 $ 801,000 $ (554,000)
State income taxes (net of Federal benefit)........ 219,000 13,000 13,000
Foreign sales corporation.............cccceee...... (89,000) (93,000) (61,000)
Nondeductible expenses............cccccvvveeeeenns 13,000 14,000 10,000
Operating losses currently realizable.............. - (874,000) --

Operating losses not currently realizable.......... - - 629,000
Other....oociiiiecieieeeeeee e 105,000 50,000 50,000

$ 1,816,000 $ (89,000)$ 87,000

6. COMMITMENTS AND CONTINGENCIES

The Company leases various vehicles, equipmenbitg space under operating leases which vargrims$ up to five years. Total rent
expense was $51,000, $44,000 and $71,000 for s yeded December 31, 1996, 1995 and 1994.

Future minimum rental payments required under djpeydeases that have initial or remaining noncabée lease terms in excess of one
year, as of December 31, 1996, are as follc

1997 e e $ 65,000
1998 i e 59,000
1999, e e 10,000
2000. ... e 2,000
Total minimum lease payments........cccccoevvveeeee e, $ 136,000
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

6. COMMITMENTS AND CONTINGENCIES (CONTINUED) The @apany entered into an agreement to lease a partiits building to
an unrelated party. The original lease term of jigars began September 1, 1993. Rates are baseglare footage utilized by the lessee.
minimum rents to be received are as follows:

1997 e, $ 355,000
1998...iiiii 244,000
$ 599,000

7. STOCK COMPENSATION PLAN

Pro forma information regarding net income and ie@s\per share is required by Statement of FindAcieounting Standards No. 123,
"Accounting for Stock-Based Compensation" (SFAS)MRBich requires that the information be determiasdf the Company has accounted
for its stock options granted subsequent to Dece®bel 994 under the fair value method of SFAS B&ause SFAS 123 is applicable only
to options granted subsequent to December 31, 4884l options granted by the Company were grapitied to that date, disclosure of this
information is not applicable.

The Company has one stock option plan. The WYKQpGmtion 1986 Stock Option Plah390 Amendment (the Plan) provides for the g
to officers and key employees of up to 30,000 Chasptions and 15,000 Class B options, to purcleagévalent Class A common stock and
Class B nonvoting common stock.

Stock options granted pursuant to the Plan becowresisable at a rate of not more than 25 percentwsrsve month period following the
grant date, as determined by the Option Committed,expire in ten years. All options vest immedjatgon a significant change in
ownership.

The stock options were granted at prices whichedngn $12.96 to $22.37 per share, which were etquiile fair value of the shares at the
date of grant. Stock options outstanding are dsvist

1996 1995
CLASSA CLASSB CLASSA CLASSB
Beginning of the year.......cccoccvvevvceecees e 10,375 5,812 10,375 5,812
Canceled ($17.09 per share)......cccccveecveeeces e - 2,812 - -
Options granted......cccccevvvvevvivenniieeeeee e - -
End of the year.....ccoovvvviiiiiiiiiiieeeee e 10,375 3,000 10,375 5,812
Number of options exercisable........cccccoeeeeees e 10,375 3,000 10,375 3,563

8. LITIGATION

In 1988, an action was filed by a competitor chagghat the Company infringed on a patent. In Mat&®3, the judge ruled that the
Company infringed on the patent. In June, 1994, atgrs of $2,668,710, plus other costs, were awaodge competitor.

Wyko's management believed that none of its redesigrroducts infringed the patent and that it sthawlt have liability for more than the
profits from the first 18 units of the original w#wn of the product manufactured by Wyko plus thaifs on related accessories and service
contracts and interest on lost profits, which hie aggregate, amounted to approximately $1,500B&8d upon this view of
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

8. LITIGATION (CONTINUED) Wyko's management at Deaeer 31, 1994, a litigation reserve of $1,500,0@8 wstablished in the
December 31, 1994 financial statements and renaaicrsied through December 31, 1996.

The Company was ordered by the court to estabtidhfund an escrow account for the amount of theadpas awarded to the competitor plus
other costs, pending the outcome of an appealf Rgeoember 31, 1995, the Company had funded thigedydlance due which consisted of
damages of $2,668,710 and interest and other cb$t51,106 for a total of $2,819,816 paid to therew account. This amount is reporte

a deposit in the accompanying 1995 balance sheet.

In March, 1996, the appeals court found that they@any's then current product did not infringe om platent, which was the subject of the
original court decision. However, the appeals cdigtdetermine that the original version of theduret did infringe, as indicated in the
original court decision. On August 6, 1996, thertoeduced the amount of the deposit required thddé in escrow to $1,500,000 until a fi
decision is made as to the new amount of damagdas &warded to the competitor. Management doebealigve the ultimate resolution of
this matter will have a material impact on the Camys financial position, results of operationsash flows.

As of August 29, 1996, the Company received a i&ffr51,541,900 from the escrow account, whichudel interest. In connection with
this refund, the Company reduced the recorded dtejpa1,500,000 and recognized interest incom&222,084.

9. DEFINED CONTRIBUTION BENEFIT PLAN

The Company has a defined contribution benefit plagier Section 401(k) of the Internal Revenue Cblteler this plan, employees meeting
minimum age and service requirements may contriauteximum of 18% of their annual wages. Employresmmediately vested in their
own contributions. In 1996, the Company matchedleyse's contributions up to 2% of the employeefsuahwages. In 1995, the Company
matched employee's contributions up to 1% of thpleyee's annual wages. Contributions from the Campast over five years at 20% a
year. Amounts contributed to the plan in 1996, 1888 1994 were approximately $78,000, $29,000 &&8d0H0, respectively
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WYKO CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(DOLLARS IN THOUSANDS)

DECEMBER 31,

1996
MARCH31, e
1997
(UNAUDITED)
ASSETS
Current assets:
Cash and cash equiValeNtS.........ccccceeeeeeee e $ 1,380 $ 2,256
Short-term investments..... . . 484 371
Accounts receivable.............ccccocceeene 7,106 4,288
Inventories.................. 4,437 4,088
Deferred income taxes.........ccccceveevvveeenne 511 511
Total CUIMENt ASSEIS...uviiiiiiiiiieciiiieeeeeee e 13,918 11,514
Property, plant and equipment at cost, Net......... . 3,306 3,326
EScrow deposit......cceeeeeeeveiiiiciiiiiiiiennns . 1,500
Long-term investments............cccceeeernnnen. 118
Other assets.......cueveiviiiieeiiiiiiee s 12
Total aSSetS....cccvvveerieeriereeiienieieene $ 16,470
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable...........ccccoceeeiiiennnnn. $ 905 $ 679
Accrued expenses....... 4,390 3,755
Income taxes payable.................... . 1,029 1,067
Current portion of long-term debt................ 106 106
Total current liabilitieS.......cccccovvviees e 6,430 5,607
Long-term debt. ... 2,538 2,563
Shareholders' equity:
Common stock, Class A, voting, no par value, 5,00 0,000 shares authorized, 281,250
shares issued and outstanding.........cceeeee. e 2 2
Common stock, Class B, nonvoting, no par value, 5 ,000,000 shares authorized, no shares
issued Or oUtStaANAING....cccvvveeeeneiiieeeeee -- --
Retained €arNingS....cccccvvveveveeeeeeeeee 9,766 8,298
Total shareholders' @qUILY......ccccoovvcerneees e 9,768 8,300
Total liabilities and shareholders' equity......... L $ 18,736 $ 16,470

See accompanying notes to condensed consolidaizucial statements.
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WYKO CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND RET AINED EARNINGS

(DOLLARS IN THOUSANDS)

(UNAUDITED)
THREE MON THS ENDED
MARCH 31,
1997 1996
NEE SAIES. ..o e $ 8,203 $ 3,782
COSt Of SAIES...ciiiiiiiiiciieeeeee e 3,603 1,636
GrOSS ProOfiticcccciiii s 4,600 2,146
Costs and expenses:
Research and development expense................. 737 525
Selling, general and administrative expense...... 1,539 1,100
Other--net........cccoocvveeeiiiiiieciieen. (106) (99)
2,170 1,526
Operating INCOME....cccuiiieiiiiieciiieeeeeeee e 2,430 620
INtEresSt EXPENSE--NEL...ccvviiiiiiieeiiieiieeee 17 31
Income before iINCOME taXeS.....ccccvvvvveennccces e 2,413 589
INCOME taX PrOVISION...ouvviiiiiiiiiieeeeeeeieieeee e e e 945 227
NELINCOME..ciiiiiiiiiii e cceeeeeee s 1,468 362
Retained earnings, beginning of period.............. 8,298 5,501
Retained earnings, end of period.................. $ 9,766 $ 5,863

See accompanying notes to condensed consolidaiucfal statements.
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WYKO CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES

Net iNCOME.......cocvrieiiiieieeee e
Adjustments to reconcile net income to net cash pro
Depreciation and amortization..................
Changes in operating assets and liabilities:...
Accounts receivable.................ccoe..
INventories.........cccvvveeeeiiiieeeene
Accounts payable............cccocceiernnnns
Accrued expenses......
Income taxes payable
Other assets.......coceeeeviieeeeiiineenn.

Net cash provided by (used in) operating activities
INVESTING ACTIVITIES

Capital expenditures, net.............ccccvvveeee
Liquidations of held-to-maturity investments, net..

Net cash used in investing activities..............
FINANCING ACTIVITIES

Long-term debt repayments............ccceeeenee
Net cash used in financing activities..............

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents, beginning of period.....

Cash and cash equivalents, end of period...........

(DOLLARS IN THOUSANDS)
(UNAUDITED)

THREE M
MAR

......................................... $ 1,46

See accompanying notes to condensed consolidaiucfal statements.
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WYKO CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
NOTE 1--BASIS OF PRESENTATION

The accompanying unaudited consolidated finant@éments of Wyko Corporation, an Arizona corpoma{'Wyko") and its subsidiaries
(collectively, the "Company") have been prepareddoordance with generally accepted accountingiplies for interim financial

information and with the instructions to Form 10a@d Article 10 of Regulation S-X. Accordingly, thdg not include all of the information
and footnotes required by generally accepted adoauprinciples for complete financial statemefsthe opinion of management, all
adjustments considered necessary for a fair pragent(consisting of normal recurring accruals)daeen included. Operating results for the
three months ended March 31, 1997 are not neclysisaticative of the results that may be expectttiie year ending December 31, 1997.

NOTE 2--INVENTORIES
Interim inventories have been determined by loviarost (principally first-in, first-out) or markelventories consist of:

MARCH 31, DECEMBER 31,

1997 1996
(DOLLARS IN THOUSANDS)
Raw materials.......coccoovviiiiiiiiesieeee $ 1817 $ 1,613
WOrK-iN ProCeSS...ccvviviiiiiiiiiieeeeeeeeeeeeee s 1,586 1,497
Finished goods.........cooovviiiiiiiiiiies s 1,034 978

Inventories related to long-term contracts wereraxmately $583,000 at March 31, 1997 and $560#&0December 31, 1996.
NOTE 3--BALANCE SHEET INFORMATION
Selected Balance Sheet Account Disclosures follow:

MARCH 31, DECEMBER 31,

1997 1996
(DOLLARS IN THOUSANDS)
Allowance for doubtful accounts.........cccceeee.. L $ 71 $ 71
Accumulated depreciation and amortization of proper ty, plant and
EQUIPMENt. cei i e, $ 2421 $ 2,356

NOTE 4--OTHER INFORMATION

Total interest paid for the three months ended WM&, 1997 and 1996 was approximately $57,000 &3¢0®0, respectively. The Company
made income tax payments of approximately $9840@D$16,000 for the three months ended March 37 48d 1996, respectively.

NOTE 5--SUBSEQUENT EVENTS

On April 28, 1997, Wyko signed a definitive merggreement with Veeco Instruments Inc. ("Veeco'Plaiinview New York, a leading
supplier of ion beam systems and surface metrodogypment for the data storage and semiconduatmsinies, providing for the merger of
Veeco Acquisition Corporation, a wholly owned sulisiy of Veeco, into Wyko. Under the merger agreeim@/yko shareholders would
receive 2,863,810 shares of Veeco common stockalurs of options to acquire Wyko common stock f@aceive options to acquire an
aggregate of 136,190 shares of Veeco common sibekmerger is intended to be accounted for as hingpaf interests transaction. The
consummation of the merger is subject to a numbeonditions, including approval by the sharehodder Wyko and Veeco and confirmati
from Wyko's independent accountants regardingatearrence that the merger may be accounted fampasling of interests.
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER, dated as of April 28997, among Veeco Instruments Inc., a Delawarngaration ("VEECQO"),
Veeco Acquisition Corp., a Delaware corporation anaholly-owned subsidiary of Veeco ("ACQUISITIONgnd Wyko Corporation, an
Arizona corporation (the "COMPANY™"), and the stookdters and holders of options to purchase Clasha&es and Class B Shares of the
Company listed on Schedule 3.02(a) hereof (the 'SKBOLDERS").

The Boards of Directors of the Company, Veeco anduisition have determined that it is advisable imntthe best interests of their respec
stockholders for Acquisition to merge with and itite Company with the result that the Company dtedbme a wholly-owned subsidiary of
Veeco (the "MERGER"), upon the terms and conditiseisforth herein and in accordance with the piousof the Arizona Business
Corporation Act (the "ABCA") and the Delaware Geleorporation Law (the "DGCL").

NOW, THEREFORE, in consideration of the mutual cwvws set forth herein, it is agreed as follc
|. DEFINITIONS.
1.01 CERTAIN DEFINITIONS. For purposes of this MergAgreement, the following terms shall have tH®feing meanings:
(a) "ACQUISITION" shall have the meaning set farritthe recitals to this Merger Agreement.
(b) "ABCA" shall have the meaning set forth in teeitals to this Merger Agreement.
(c) "BENEFIT PLANS" shall have the meaning setfidrt Section 3.14(a).
(d) "CERTIFICATES OF MERGER" shall have the meanseg forth in Section 2.02.
(e) "CLASS A SHARES" shall mean the Company's shafeClass A Common Stock, without par value.
(f) "CLASS B SHARES" shall mean the Company's skafeClass B Common Stock, without par value.
(g) "CLOSING" shall have the meaning set forth ecton 2.03.
(h) "CLOSING DATE" shall have the meaning set farttSection 2.03.
(i) "COBRA" shall have the meaning set forth in @t 3.14(e).
(j)) "CODE" shall mean the Internal Revenue Cod&286, as amended, and the rules and regulationsytgated thereunder.
(k) "COMMISSION" shall mean the United States Sé&s and Exchange Commission.
(I) "COMMON STOCK" shall mean the Class A Shared #re Class B Shares, collectively.

(m) "COMPANY" shall have the meaning set forthlie trecitals to this Merger Agreement. As used i KMherger Agreement, the term
"Company" shall be deemed to refer collectivelyhi® Company and its Subsidiaries, except wheredheext specifically indicates
otherwise.

(n) "COMPANY STOCK OPTION PLAN" shall have the méma set forth in
Section 2.05(f).

(0) "CONSTITUENT CORPORATIONS" shall have the meanset forth in
Section 2.01.
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(p) "CONTRACT" shall mean any agreement, arrange¢nmammitment, indemnity, indenture, instrumenade or understanding, including
any and all amendments, supplements, and moddita{iwhether oral or written) thereto, whether arin writing.

(q) "DAMAGES" shall have the meaning set forth iec8on 8.02.
(r) "DGCL" shall have the meaning set forth in theitals to this Merger Agreement.
(s) "EFFECTIVE TIME" shall have the meaning setlffian Section 2.02.

(t) "ENVIRONMENT" shall mean the soil, land surfagesubsurface strata, surface waters (includindgable waters, ocean waters, stre:
ponds, drainage basins, and wetlands), groundwabeénging water supply, stream sediments; ambéém@including indoor air), plant and
animal life, and any other environmental mediunmatural resource.

(u) "ENVIRONMENTAL LAWS" shall mean any state, fedéor local laws, ordinances, codes or regulatiefesting to pollution, natural
resources, protection of the Environment, or pubéalth and safety, including, without limitatidaws and regulations relating to the
handling and disposal of medical and biologicalteas

(v) "EQUITY SECURITIES" shall mean any (i) capitibck or any securities representing any othertgdutierest or (ii) any securities
convertible into or exchangeable for capital stockny other rights, warrants or options to acqgairg of the foregoing securities.

(w) "ERISA" shall mean the Employee Retirement meoSecurity Act of 1974, as amended.

(x) "ERISA AFFILIATE" shall mean with respect toyaperson (i) any corporation which is a member obatrolled group of corporations,
within the meaning of Section 414(b) of the Codaybich that person is a member,

(i) any trade or business (whether or not incoaped) which is a member of a group of trades oinegses under common control, within the
meaning of Section 414(c) of the Code, of which geson is a member, and (iii) any member of &ticaéd service group, within the
meaning of Section 414(m) and (o) of the Code, laittvthat person or any entity described in clai)ser (ii) is a member.

(y) "EXCHANGE ACT" shall mean the Securities ExcharAct of 1934, as amended.
(z) "FAIRNESS OPINION" shall have the meaning setH in Section 6.06.

(aa) "FINANCIAL STATEMENTS" shall have the meanisgt forth in Section 3.05.
(bb) "FIRPTA" shall mean the Foreign Investment &l Property Tax Act of 1980.
(cc) "GAAP" shall mean United States generally pteg accounting principles.

(dd) "GOVERNMENTAL AUTHORITY" shall mean any govament or any agency, bureau, board, commission,adepartment, official,
political subdivision, tribunal or other instrumality of any government, whether federal, stateooal, domestic or foreign.

(ee) "HAZARDOUS SUBSTANCES" shall mean (i) any haizaus or toxic waste, substance or material defasesluch in (or for the purpo:
of) any Environmental Law, (ii) asbestos-containmaterial, (iii) medical and biological waste, (plychlorinated biphenyls, (v) petroleum
products, including gasoline, fuel oil, crude aibdeother various constituents of such products(adny other chemicals, materials or
substances, exposure to which is prohibited, lidyite regulated by any Environmental Laws.

(ff) "INTELLECTUAL PROPERTY" shall have the meanisgt forth in Section 3.15.

(99) "IRS" shall mean the Internal Revenue Seruoicine United States or any successor agency.tarnide extent relevant, the United States
Department of the Treasury.
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(hh) "ISSUANCE DATE" shall have the meaning setldn Section 8.01.

(i) "KNOWLEDGE" shall mean, (i) with respect to amdividual, the actual knowledge, after reasonaftdgiiry, of such individual, and (ii)
with respect to any Person other than an individihal actual knowledge, after reasonable inquifyhe officers and directors of such entity
or other persons performing similar functions.

(ih "LAW" shall mean any constitutional provisiar any statute or other law, rule or regulatiomoy Governmental Authority and any
decree, injunction, judgment, order, ruling, ass®esg or writ.

(kk) "LEASED REAL PROPERTY" shall have the meansg forth in Section 3.16(b).

(I "LEASED TANGIBLE PROPERTY" shall have the meag set forth in
Section 3.17(b).

(mm) "LEASES" shall have the meaning set forth @tt®n 3.16(b).
(nn) "LICENSES" shall have the meaning set forti$ection 3.07(b).

(o0) "LIEN" shall mean any lien, pledge, mortgadeed of trust, security interest, claim, leasergdaoption, right of first refusal, easement,
servitude, encroachment or other survey defectstea restriction or other encumbrance of any ratatsoever.

(pp) "MATERIAL ADVERSE EFFECT" shall mean, with ggsct to any entity or group of entities, any evehtinge or effect that is
materially adverse to the condition (financial theywise), properties, assets, liabilities, busneperations or results of operations of such
entity and its subsidiaries, taken as a whole.

(qq) "MATERIAL CONTRACT" shall mean any Contraciqured to be listed on Schedule 3.09(a).
(rr) "MERGER" shall have the meaning set forthtie tecitals to this Merger Agreement.

(ss) "MERGER AGREEMENT" shall mean this Agreememd &lan of Merger.

(tt) "MERGER CONSIDERATION" shall have the meanisgf forth in Section 2.05(a).

(uu) "MULTIEMPLOYER PLAN" shall have the meaningtderth in Section 3.14(a).

(vv) "NASDAQ" shall mean The NASDAQ Stock Markencl

(ww) "OPTIONS" shall have the meaning set forttsarction 3.02(b).

(xx) "OWNED REAL PROPERTY" shall have the meanimg ®rth in Section 3.16(a).

(yy) "OWNED TANGIBLE PROPERTY" shall have the meaagiset forth in
Section 3.17(a).

(zz) "PBGC" shall mean the Pension Benefit Guar&uyporation or any successor thereto.

(aaa) "PERSON" shall mean any individual, corporgtlimited liability company, partnership, firmoint venture, association, joint-stock
company, trust, unincorporated organization, oeptrganization, whether or not a legal entity, ang Governmental Authority.

(bbb) "PROXY STATEMENT" shall have the meaning fth in Section 5.11(c).

(ccc) "RELEASE" shall mean any spilling, leakingqitting, discharging, depositing, escaping, leaghtiumping, or other releasing, whether
intentional or unintentional.

(ddd) "RULE 145" shall have the meaning set fontisection 5.17(a).
(eee) "SECURITIES ACT" shall mean the Securities #1933, as amended.

(fff) "STOCKHOLDER INDEMNITEES" shall have the meiag set forth in
Section 8.03
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(ggg) "STOCKHOLDERS" shall have the meaning sethfan the recitals to this Merger Agreement.
(hhh) "SUBSIDIARY" shall have the meaning set faritSection 3.03.
(iii) "SURVIVING CORPORATION" shall have the meamjrset forth in Section 2.01.

(i) "TANGIBLE PROPERTY LEASES" shall have the meag set forth in
Section 3.17(b).

(kkk) "TAX" or "TAXES" shall mean any and all taxéshether Federal, state, local or foreign), inabgd without limitation, income, profits,
franchise, gross receipts, payroll, sales, employmese, property, withholding, excise, occupatiaiye added ad valorem transfer and other
taxes, duties or assessments of any nature whatsaegether with any interest, penalties or addgito tax imposed with respect thereto.

(I "TAX RETURNS" shall mean any returns, repoasd forms required to be filed with any GovernraéAtuthority.

(mmm) "THREATENED" shall mean the following: a ¢faiproceeding, dispute, action, or other mattek lvéildeemed to have been
"Threatened" if any demand or statement has beele iftaally or in writing) or any notice has beewegi (orally or in writing) that would

lead a prudent Person to conclude that such a cfameeeding, dispute, action, or other matteikidy to be asserted, commenced, taken, or
otherwise pursued in the future.

(nnn) "VEECOQ" shall have the meaning set forthhia tecitals to this Merger Agreement.
(000) "VEECO AFFILIATES" shall have the meaning &ath in Section 5.17(b).

(ppp) "VEECO AUTHORIZATIONS" shall have the meanisgt forth in Section 4.09.
(qqq) "VEECO BALANCE SHEET" shall have the meang®j forth in Section 4.06.

(rrr) "WVEECO BALANCE SHEET DATE" shall have the nmaag set forth in
Section 4.05.

(sss) "VEECO FINANCIAL STATEMENTS" shall have thesaming set forth in
Section 4.04.

(ttt) "VEECO OPTIONS" shall have the meaning settfan Section 4.02(b).

(uuu) "VEECO'S BROKERS" shall have the meaninga#th in Section 4.12.

(vvv) "VEECO SEC DOCUMENTS" shall have the meangag forth in Section 4.04.

(www) "VEECO SHARES" shall mean the common stocR1%ar value per share, of Veeco.

(xxx) "VEECO STOCKHOLDERS MEETING" shall have theeaning set forth in
Section 5.11(b).

(yyy) "WYKO AFFILIATES" shall have the meaning detth in Schedule 5.17(a).

1.02 The words "hereof," "herein," "hereby" andréhender,” and words of like import, refer to thigider Agreement as a whole and not to
any particular

Section hereof. References herein to any Sectidmedule or Exhibit refer to such Section of, orls8chedule or Exhibit to, this Merger
Agreement, unless the context otherwise requirégrdnouns and any variations thereof refer torttesculine, feminine or neuter gender,
singular or plural, as the context may require.

II. THE MERGER.

2.01 THE MERGER. At the Effective Time of the Merdas defined in

Section 2.02 hereof), Acquisition shall be mergéith wnd into the Company. The separate existenéeqgfisition shall thereupon cease and
the Company shall continue its corporate exist@scte surviving corporation (the "SURVIVING CORPARON") under the laws of the
State of Delaware under its present name. The Coyngad Acquisition are sometimes referred to ctilety herein as the "CONSTITUEN
CORPORATIONS"
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2.02 EFFECTIVE TIME OF THE MERGER. At the Closiras(defined in Section 2.03 hereof), the partiestbeshall cause certificates of
merger substantially in the form of EXHIBIT A-1 ai&kHIBIT A-2 annexed hereto to be executed andifiléth the Arizona Corporation
Commission and the Secretary of State of the Sfdbelaware, respectively, as provided in Sectiffl105 of the ABCA and Section 252 of
the DGCL, respectively (collectively, the "CERTIFATES OF MERGER"), and shall take all such other aamther actions as may be
required by law to make the Merger effective. Thergr shall become effective as of the date ane @ifthe filing of such Certificates of
Merger. The date and time of such effectivenessedegred to herein as the "EFFECTIVE TIME".

2.03 CLOSING OF THE MERGER. Unless this Merger Agment shall theretofore have been terminated pot$adhe provisions of
Section 9.01 hereof, the closing of the Merger (BEOSING") shall take place on the second businkessfollowing the day on which the
last of the conditions set forth in Articles VI andl hereof are fulfilled or waived, subject to digpble laws (the "CLOSING DATE"), at the
offices of Kaye, Scholer, Fierman, Hays & HandldrP, 425 Park Avenue, New York, New York 10022 wsl@nother time, date or place is
agreed to in writing by the parties hereto.

2.04 EFFECTS OF THE MERGER. At the Effective Tinfdle Merger:

(a) the separate existence of Acquisition shalbeead Acquisition shall be merged with and in@@ompany, which shall be the Surviving
Corporation;

(b) the Certificate of Incorporation and By-LawsAafquisition as in effect immediately prior to tRéfective Time shall be the Certificate of
Incorporation and By-Laws of the Surviving Corparatuntil each shall thereafter be amended in atore with each of their terms and as
provided by law;

(c) the director of Acquisition immediately priar the Effective Time shall be the initial directifrthe Surviving Corporation, and the offic
of Acquisition immediately prior to the Effectivarie shall be the initial officers of the Survivi@prporation, each to hold office in
accordance with the Certificate of Incorporation &y-Laws of the Surviving Corporation, in eacheastil their respective successors are
duly elected and qualified,;

(d) the Surviving Corporation shall possess allrthbts, privileges, immunities and franchisesagfublic as well as of a private nature, of
each of the Constituent Corporations, and all pitypeeal, personal, and mixed, and all debts duerbatever account, and all other choses in
action, and all and every other interest of or bgiog to or due to each of the Constituent Corpomatshall be taken and deemed to be
transferred to and vested in the Surviving Corponatvithout further act or deed; and

(e) the Surviving Corporation shall thenceforthrégponsible and liable for all liabilities and galtions of each of the Constituent
Corporations, and any claim existing or action mcpeding pending by or against either of the Gasit Corporations may be prosecute:
if such Merger had not taken place or the Survivggporation may be substituted in its place. Naithe rights of creditors nor liens upon
the property of either of the Constituent Corpanagi shall be impaired by the Merger.

2.05 CONVERSION OF SHARES. As of the Effective Tirbg virtue of the Merger and without any furthetian on the part of Veeco,
Acquisition, the Company, or any holder of any Eg@ecurities of the Constituent Corporations:

(a) Each Class A Share of the Company issued atsthoding immediately prior to the Effective Tinogher than the Class A Shares held in
the treasury of the Company which shall be cancatetretired) shall be converted into the rightetteive 10.182435 Veeco Shares (the
"MERGER CONSIDERATION"), upon surrender of the derates to Veeco representing such Class A Shares.

(b) The Merger Consideration shall be adjustecttiect fully the effect of any stock split, revergdit, stock dividend (including any divide
or distribution of securities convertible into VeeShares or Class A Shares of the Company), rei@afém, recapitalization or other like
change with respect to Veeco Shares or Class AeSldithe Company occurring after the date henedfpaior to the Effective Time.
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(c) No fraction of a Veeco Share will be issued,ibdieu thereof each holder of shares of ClasShares of the Company who would
otherwise be entitled to a fraction of a Veeco 8H{after aggregating all fractional shares of Ve8hares to be received by such holder) shall
receive from Veeco an amount of cash (roundedem#arest whole cent) equal to the product ofu@hdraction, multiplied by (ii) the

average closing price of a Veeco Share for thertest recent days that Veeco Shares have tradedgeadithe trading day immediately prior
to the Effective Time, as reported on NASDAQ.

(d) Each share of common stock, $.01 par valuesipare, of Acquisition issued and outstanding imiatedly prior to the Effective Time shall
be converted into and exchanged for one validlyads fully paid and nonassessable share of comiwnok,s5.01 par value per share, of the
Surviving Corporation;

(e) All Class A Shares, by virtue of the Merger arithout any action on the part of the holders ¢oérshall no longer be outstanding and
shall be canceled and retired and shall ceaseisg ard each holder of a certificate represerdimg Class A Shares shall thereafter cease to
have any rights with respect to such Class A Sharsept the right to receive the Merger Considengor the Class A Shares upon the
surrender of such certificate in accordance with Section.

(f) Each outstanding option to purchase Class A&har Class B Shares under the Company's 198®gegbtock option plan (the
"COMPANY STOCK OPTION PLAN"), by virtue of the Meeg and without any action on the part of the hadbkereof, shall be assumec
Veeco and shall be converted into the right toikecan option to purchase Veeco Shares in an anauhwith an exercise price as set forth
on Schedule 2.05.

2.06 SUBSEQUENT ACTION. If, at any time after thid€tive Time, the Surviving Corporation shall cafes or be advised that any deeds,
bills of sale, assignments, assurances and any attiens or things are necessary, desirable grgorm vest, perfect or confirm, of record or
otherwise, in the Surviving Corporation its rigtitle or interest in, to or under any of the righgsoperties or assets of the Constituent
Corporations as a result of, or in connection witle, Merger, the officers and directors of the Siiimg Corporation shall be authorized to
execute and deliver, in the name and on behal@fXonstituent Corporations or otherwise, all suebds, bills of sale, assignments and
assurances and to take and do, in the name anehaif lof the Constituent Corporations or otherwidkesuch other actions and things as may
be necessary or desirable to vest, perfect or worgny and all right, title and interest in, to amdler such rights, properties or assets in the
Surviving Corporation or otherwise to carry oustMerger Agreement.

Ill. REPRESENTATIONS AND WARRANTIES OF THE COMPANXND THE STOCKHOLDERS.
The Company and each of the Stockholders repreaadts/arrants to Veeco and Acquisition as follows:

3.01 ORGANIZATION OF THE COMPANY. The Company isarporation duly organized, validly existing andjimod standing under the
laws of the State of Arizona, and is qualifiedioehsed as a foreign corporation to do businesaéh other jurisdiction where the failure tc
qualify would have a Material Adverse Effect uptsbusiness or operations. The jurisdictions whieeeCompany is so qualified to do
business as a foreign corporation are set for8cimedule 3.01. The Company has all requisite catpgrower to own, operate and lease its
assets and to carry on its business as now bemdpcted. The Company has delivered to Veeco coaraticomplete copies of its Certificate
of Incorporation and By-Laws as in effect on théedaereof.

3.02 CAPITALIZATION. (a) The authorized capital stoof the Company consists of (i) 5,000,000 shafdéslass A Shares, of which

281,250 are issued and outstanding as of the éa¢®t) and (ii) 5,000,000 Shares of Class B Shafeshich none are issued and outstant

as of the date hereof. A complete list of the pnesecord and beneficial owners of all the issued @utstanding shares of Class A Shares anc
the holdings of each such record and beneficialenvane set forth in Schedule 3.02(a).

A-6



All of the outstanding Class A Shares have beewn duthorized and validly issued and are fully paidl nonassessable and were issued in
conformity with applicable laws. No other sharesapital stock of the Company are or will be outdiag or held as treasury shares. No
legend or other reference to any purported Liereappupon any certificate representing the ComniockS

(b) As of the date hereof, 10,375 shares of ClaShéres and 3,000 shares of Class B Shares aablissipon the exercise of options granted
under the Company's Stock Option Rights Plan (@RTIONS"). Schedule 3.02(b) contains a list ofGjitions outstanding on the date
hereof, the number of Class A Shares or Class BeShssuable upon the exercise of each such Optiemame of the optionee and the
applicable exercise price. Except for the Optidhsre are no outstanding Equity Securities or othdigations to issue or grant any rights to
acquire, any Equity Securities of the Company gr@frits Subsidiaries, or any Contracts to resticebr recapitalize the Company or any of
its Subsidiaries. There are no outstanding Corgrafcthe Company or any of its Subsidiaries to relpase, redeem or otherwise acquire any
Equity Securities of the Company or any such SudsidAll outstanding Equity Securities of the Casmy have been duly authorized and
validly issued and are fully paid and nonassessaidewere issued in conformity with applicable la@s of the Closing, no options,
warrants, convertible securities or rights willdercisable or exchangeable for, convertible iot@mtherwise give its holder any right to
acquire shares of capital stock of the Company.

3.03 SUBSIDIARIES. Schedule 3.03 contains a listath subsidiary of the Company (each, a "SUBSIDIAB1d collectively, the
"SUBSIDIARIES"), including its name, jurisdictiorf mcorporation or organization, other jurisdicteom which it is qualified to do business
as a foreign corporation, and capitalization (idahg the identity of each stockholder and the nunabfeshares held by each). Each Subsidiary
is a corporation duly organized, validly existingdain good standing under the laws of its jurigditiof organization as set forth on Schedule
3.03, with full corporate power and authority toroits properties and to engage in its businesseseptly conducted and is not required to
qualify as a foreign corporation in any other jdigsion where failure to so qualify could reasoryaid expected to have a Material Adverse
Effect. Except as set forth on Schedule 3.03,fathe outstanding Equity Securities of each Subsjdare owned of record and beneficially
the Company or one or more Subsidiaries, free &gat of Liens. No legend or other reference to umported Lien appears upon any
certificate representing equity securities of e8absidiary. All of the outstanding Equity Secustif each Subsidiary have been duly
authorized and validly issued and are fully paid annassessable and were issued in conformityagpigiicable laws. There are no
outstanding options, warrants, convertible se@sitir other rights to subscribe for, to purchas€amntracts to issue or grant any rights to
acquire, any Equity Securities of any Subsidiaryoarestructure or recapitalize any Subsidiary.réhere no outstanding Contracts of any
Subsidiary to repurchase, redeem or otherwise eequly Equity Securities of any Subsidiary. The @any has delivered or made available
to Veeco complete and correct copies of the Ceatiéi of Incorporation and By-Laws of each Subsydias in effect on the date hereof.

3.04 AUTHORIZATION. The Company has full corporgimwver and authority to execute, deliver and perftris Merger Agreement and t
Certificates of Merger and to consummate the tretimas contemplated hereby. Each of the Stockhsltas the right, capacity and all
requisite authority to execute, deliver and perfoinie Merger Agreement and the Certificates of Mernd to consummate the transactions
contemplated hereby. The execution, delivery amtbpmance of this Merger Agreement, the Certifisaté Merger and all other documents
and agreements to be delivered pursuant herettharmbnsummation of the transactions contemplateely have been duly and validly
authorized by the board of directors of the Compdamior to the Closing, the execution, delivery gedformance of this Merger Agreement,
the Certificates of Merger and all other documemtd agreements to be delivered pursuant herettharmbnsummation of the transactions
contemplated hereby will be duly and validly authed by the stockholders of the Company and noratporate proceedings on the part of
the Company are necessary to authorize this Meé&gerement, the Certificates of Merger and any eslatocuments or agreements or to
consummate the transactions contemplated herebgf the
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Closing, no stockholder of the Company will havg &ghts to dissent under applicable law and thvdtebe no shares of the Company
entitled to dissenters' rights. This Merger Agreatteas been and the Certificates of Merger wheowdrd at the Closing will be duly and
validly executed and delivered by the Company awhef the Stockholders and this Merger Agreemenstitutes, and the Certificates of
Merger will constitute, a legal, valid and bindiagreement of the Company and each of the Stockisotatgorceable in accordance with each
of their respective terms.

3.05 FINANCIAL STATEMENTS. The Company has delivéit® Veeco (i) consolidated balance sheets foCitiapany and its Subsidiaries
as at December 31, 1996 and 1995, respectivelyredatkd consolidated statements of income, radla@éaenings and cash flows for the fiscal
years then ended, together with the report theoéd@rnst & Young LLP, (ii) consolidated balance stsefor the Company and its subsidia

as at December 31, 1994, 1993 and 1992, respsagtawad related consolidated statements of incordeetained earnings for the fiscal years
then ended, and (iii) an unaudited consolidateerimt balance sheet for the Company and its Subidias of March 31, 1997 and related
interim consolidated statements of income andmethearnings for the three-month period then elfcigtectively, the "FINANCIAL
STATEMENTS"). Except as set forth in Schedule 3188, Financial Statements fairly present the fimgraondition and results of operations
of the Company on the dates and for the finan@abps then ended, in accordance with GAAP whickehzeen applied on a basis consistent
with prior periods (except that no footnotes amvjated for the years ended December 31, 1994, 28631992).

3.06 NO UNDISCLOSED LIABILITIES. Except as set foriin Schedule 3.06, the Company has no obligatwtigbilities of any nature
(matured or unmatured, fixed or contingent) othantthose (i) set forth or adequately providedridhe consolidated balance sheet of the
Company and its Subsidiaries as at December 3B, 18Pnot required to be set forth on such bataskeet under GAAP, or (iii) incurred in
the ordinary course of business since Decembelt 36 and consistent with past practice.

3.07 COMPLIANCE WITH THE LAW; GOVERNMENTAL AUTHORIATIONS. (a) The Company, to its knowledge, has cledpwith,
and is not in violation of, and has not receivetiaes of violation with respect to, any Law witlspect to the conduct of its business, or the
ownership or operation of its business.

(b) The Company has obtained all material licengesnits, certificates, consents and approvals fBovwernmental Authorities (the
"LICENSES") that are necessary for the businessogedations of the Company. All such Licensesiated in Schedule 3.07(b), are in full
force and effect, and no written notice of any miateviolation has been received by the Compamespect of any such License. To the
Company's knowledge, except as set forth in Sclee®lll7(b), the consummation of the transactionsecoplated hereunder and the opere
of the business of the Company by the SurvivingogGmation in the manner in which it is currently cgged will not require the transfer of any
License that may not be transferred to the Surgi@orporation without the consent or approval of &overnmental Authority or other
Person.

3.08 NO CONFLICTS. Except as set forth in Sche®u8, the execution, delivery and performance leyGbmpany of this Merger
Agreement and the consummation of the transactonseemplated hereby will not (a) violate any prawisof the Certificate of Incorporation
or By-Laws of the Company or any of its Subsidigri) violate, or be in conflict with, or constiua default (or an event which, with notice
or lapse of time or both, would constitute a dejauhder, or result in the termination of, or aecate the performance required by, or excuse
performance by any Person of any of its obligationder, or cause the acceleration of the matufigng debt or obligation pursuant to, or
result in the creation or imposition of any Lieroupany property or assets of the Company or aritg &ubsidiaries under, any Material
Contract to which the Company or any of its Sulasids is a party or by which any of their propentyassets are bound, or to which any of
the property or assets of the Company or any @utssidiaries is subject, except for Material Cacis wherein the other party thereto has
consented to the consummation of this transacf@rviolate any Law applicable to the Company oy ahits Subsidiaries or (d) violate or
result in the revocation or suspension of any Lseen
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3.09 CONTRACTS. (a) Schedule 3.09 contains a comgled accurate list, and the Company has delivarethde available to Veeco true
and complete copies (or, in the case of oral cotdygummaries), of:

(i) each Contract that is executory in whole opart and involves performance of services or defied goods or materials by the Company
of an amount or value in excess of $150,000;

(i) each Contract that is executory in whole opart and was not entered into in the ordinary sewf business and that involves
expenditures or receipts of the Company in excE$5®,000;

(iii) each lease, rental or occupancy agreemesgnfie agreement, installment and conditional galeaent, and any other Contract affec
the ownership of, leasing of, title to, use ofaay leasehold or other interest in, any real priyp@except installment and conditional sales
agreements having a value per item or aggregatagatg of less than $1,000 and with terms of leas tme year);

(iv) other than licensing agreements entered imtmonnection with product sales in the ordinaryrsewf the Company's business, each
licensing agreement or any other Contract witheesfo patents, trademarks, copyrights, or othesilectual Property, including Contracts
with current or former employees, consultants,art@actors regarding the appropriation or the nisieldsure of any of the Intellectual
Property;

(v) each collective bargaining agreement and ahgraContract to or with any labor union or othepdogee representative of a group of
employees;

(vi) each joint venture, partnership, and any otbentract (however named) involving a sharing affits, losses, costs or liabilities by the
Company with any other Person;

(vii) each Contract containing covenants that iy &ay purport to restrict the business activitytted Company or limit the freedom of the
Company to engage in any line of business or topetenwith any Person;

(viii) each Contract providing for payments to grdny Person based on sales, purchases, or patfits, than direct payments for goods;
(ix) each power of attorney that is currently effee and outstanding granted by and relating toGbmpany or any of its Subsidiaries;

(x) each Contract entered into other than in tlignary course of business that contains or providean express undertaking by the
Company to be responsible for consequential damages

(xi) each Contract for capital expenditures in esscef $25,000;

(xii) each written warranty, guaranty, and/or othignilar undertaking with respect to contractuaf@enance extended by the Company other
than in the ordinary course of business; and

(xiii) each Contract with any employee, directorodfficer.

(b) Each Material Contract is in full force ande=ff and enforceable in accordance with its termisj¢st to bankruptcy, insolvency and other
proceedings at law or in equity relating to théntigof creditors generally).

(c) The Company has fulfilled in all material resggeall obligations required pursuant to each Mak&ontract to have been performed by it.

(d) Except as set forth in Schedule 3.09(d), thmm@any has received no written notice of defaultaurathy Material Contract, no default
(beyond any applicable grace or cure period) hasroed under any Material Contract on the parhef@ompany, or to the Company's
knowledge, on the part of any other party thenatw,to the Company's knowledge, has any event oedwvhich with the giving of

A-9



notice or the lapse of time, or both, would congtitany default on the part of the Company undgmdaterial Contract nor to the Company's
knowledge, has any event occurred which with tiéngiof notice or lapse of time, or both, would stitute any default on the part of any
other party to any Material Contract.

(e) Except as set forth in Schedule 3.09(e), naeonor approval of any party to any of the MateCiantracts is required for the execution,
delivery or performance of this Merger Agreementhar consummation of the transactions contemplageeby to which the Company is a

party.

(f) To the knowledge of the Company, no officergdtor, agent, or employee of the Company is bdayndny Contract that purports to limit
the ability of such officer, director, agent or doyee to (i) engage in or continue any conduciyagtor practice relating to the business of
the Company or (ii) assign to the Company or to @mgr Person any rights to any invention, improgatror discovery.

3.10 LITIGATION. Except as set forth in Schedul&.there are no actions, suits or legal, admatist, arbitration or other proceedings or
governmental investigations pending or, to the Camyts knowledge, Threatened against the Compamydef by any Governmental
Authority, and, to the Company's knowledge, no $agists for any such action. The Company is nmréy to nor subject to any judgment,
order, writ, injunction, decree or award of any @mnmental Authority.

3.11 BOOKS AND RECORDS. To the Company's knowledige books and records of the Company, all of whiate been made available
to Veeco, set forth in all respects all materiahtactions affecting the Company, and such boakksewords have been properly kept and
maintained and are complete and correct in all nstespects.

3.12 TAXES. To the knowledge of the Company, thenfany and each of its Subsidiaries have filed ased to be filed on a timely basis
Tax Returns that are or were required to be fip@dch of them pursuant to the Laws of each Govermah Authority with taxing power o
the Company and each of its Subsidiaries and efattieio respective assets and businesses. EacRdaxn filed by the Company was true,
correct and complete in all material respects whesas filed and each Tax Return that will be filed or before the Closing Date will be true,
correct and complete in all material respects whirfiled. To the knowledge of the Company, then@pany has delivered to Veeco comp
copies of all Tax Returns filed for the past thyears. The Company or any of its Subsidiaries Ipai#, or made provision for the payment
of, all Taxes that have or may have become duaupntgo those Tax Returns, or otherwise, or puitsizseany assessment received by the
Company or any of its Subsidiaries except such Fakany, as are being contested in good faithantb which adequate reserves have beer
provided in the Financial Statements. All Tax Regturequired to be filed by the Company for thequsifrom the date hereof up to and
including the Closing Date have been or will bediyrfiled, and all Taxes for such period will beghy the Company. To the knowledge of
the Company, except as set forth in Schedule h&2nited States federal and state and local iecéax Returns of the Company and each
of its Subsidiaries subject to such Taxes have bedited by the Internal Revenue Service or relestate tax authorities or are closed by the
applicable statute of limitations for all taxableays, in the case of United States federal incoaxeReturns, through June 30, 1993 and, ir
case of state and local income Tax Returns, thrdugke 30, 1992. All deficiencies proposed (inclgdimerest, penalties and additions to tax
that were or are proposed to be assessed thefemy) ias a result of such audits have been pasgrved against, settled, or, as described in
Schedule 3.12, are being contested in good faitagpyopriate proceedings. To the knowledge of thm@any, all Taxes that the Company
its Subsidiaries are or were required to pay haenlpaid to the proper Governmental Authority teeotPerson. To the knowledge of the
Company, all Taxes that the Company or its Subsédias, or was, required by Law to withhold antlezi have been duly withheld or
collected and, to the extent required, have be&htpdahe appropriate Governmental Authority. Te kmowledge of the Company, except as
set forth in Schedule 3.12, neither the Companyangrof its Subsidiaries has given, or been regadetst give, waivers or extensions (or is or
would be subject to a waiver or extension giveraby other entity) of any statute of limitationsatétg to the
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payment of Taxes for which it (or any Affiliate) snhe liable. Except as set forth in Schedule 3i&re are no Liens with respect to Taxes
upon any of the properties or assets, real or patstangible or intangible, of the Company or afjts Subsidiaries, other than Liens for
Taxes not yet due and payable. Neither the Companyany of its Subsidiaries, is a "U.S. real propholding corporation,” as defined in
Section 897(c)(2) of the Code. There is no taxiagaagreement that will require any payment byG@loenpany or any of its Subsidiaries after
the date of this Merger Agreement.

3.13 ABSENCE OF CERTAIN CHANGES OR EVENTS. Excegptsat forth herein and in Schedule 3.13, since mDbee 31, 1996, other
than transactions in the ordinary course of the gamg's business, the Company has not:

(a) changed any of the Company's authorized oedssapital stock; granted any stock option or righgurchase shares of capital stock of the
Company; issued any Equity Security; granted agistation rights; purchased, redeemed, retiredtlverwise acquired any shares of any
such capital stock; or declared or paid any divitlenother distribution or payment in respect airsis of capital stock;

(b) amended the Certificate of Incorporation orlBys of the Company;

(c) paid or increased any bonuses, salaries, er admpensation to any stockholder, director, effior employee or entered into any
employment, severance, or similar Contract with dingctor, officer, or employee;

(d) adopted, amended or otherwise increased thragrag to or benefits under, any Benefit Plan fowith any employees of the Company;

(e) damaged or destroyed or lost any asset or pgyopkethe Company, whether or not covered by iasae, materially and adversely affect
the properties, assets, business, financial camddr prospects of the Company;

(f) materially amended, renewed, failed to reneegatiated, terminated (other than due to any sdhddaxpiration) or received written noti
of termination (other than due to any scheduledratipn) of, any Material Contract or defaulted yfbad any applicable notice or grace
period) in any of its obligations under any Mate@antract or entered into any new Material Corttadook any action that would jeoparc
the continuance of its material suppliers or custoralationships;

(9) sold (other than sales of inventory in the oady course of business), leased, or otherwis@d&pof any material asset or property of the
Company or mortgaged, pledged, or imposed any aeany material asset or property of the Compargluding the sale, lease, or other
disposition of any of the Intellectual Property;

(h) incurred or assumed any long-term debt (incigdibligations in respect of capital leases) inesgmf $10,000, in the aggregate, (ii)
assumed, guaranteed, endorsed or otherwise betdigedr responsible (whether directly, continggiotl otherwise) for the obligations of
any other Person (other than endorsements of cliet¢ke ordinary course) in excess of $10,000haaggregate, or (iii) made any loans,
advances or capital contributions to, or investnienany Person other than a Subsidiary in excE$4®000, in the aggregate;

() paid, discharged or satisfied any claims, litibs or obligations (absolute, accrued, assestaghasserted, contingent or otherwise), other
than in the ordinary course of business consistéhtpast practice, or failed to pay or otherwiaésfied any material claims, liabilities or
obligations on a basis, and within the time, caesiswith past practice;

(j) cancelled or waived any material claims or tigh
(k) materially changed any of the accounting meshased by the Company;
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(I) merged or consolidated with or into any otherd®n; or
(m) agreed, whether orally or in writing, to do afithe foregoing.

3.14 EMPLOYEE BENEFIT PLANS. (a) Except as setHdrt Schedule 3.14(a), neither the Company norddritg Subsidiaries (i) maintains
or contributes to or has any obligation with respgecand none of the employees of the Companygpmoéits Subsidiaries is covered by, any
bonus, deferred compensation, severance pay, pemsafit-sharing, retirement, insurance, stockchase, stock option, or other fringe
benefit plan, arrangement or practice, writtentbeowise, or any other "employee benefit plan,defned in Section 3(3) of ERISA, whether
formal or informal (collectively, the "BENEFIT PLASI'). None of the Benefit Plans is, and neitherGloenpany nor any of its Subsidiaries
(or any of their ERISA Affiliates) has ever maimtad or had an obligation to contribute to (i) anpdaibject to Section 412 of the Code or 1

I, Subtitle B, Part 3 of ERISA, (ii) a "multiempley plan,” as defined in Section 3(37) of ERISA/N&LTIEMPLOYER PLAN"), (iii) a
"multiple employer plan," as defined in ERISA oetBode, or (iv) a funded welfare benefit plan, ened in Section 419 of the Code.
Neither the Company nor any of its Subsidiariesdrasagreement or commitment to create any additiBenefit Plan, or to modify ¢

change any existing Benefit Plan. The Company en8ubsidiaries do not have any other ERISA Atid&a

(b) With respect to each Benefit Plan, the Comgaas/heretofore delivered or caused to be deliveredade available to Veeco true, correct
and complete copies of (i) all documents which casgpthe most current version of each of such BeRé&dn, including any related trust
agreements, insurance contracts, or other fundimgvestment agreements and any amendments tharetdji) with respect to each Benefit
Plan that is an "employee benefit plan,” as define8ection 3(3) of ERISA, (w) the three most reo&nnual Reports (Form 5500 Series)
accompanying schedules for each of the Benefitsfianwhich such a report is required, (x) the noostent summary plan description (and
any summary of material modifications), (y) thestimost recent certified financial statements é&mheof the Benefit Plans for which such a
statement is required or was prepared, and (@doh Benefit Plan intended to be "qualified" witthie meaning of Section 401(a) of the
Code, all IRS determination letters issued witlpees to such Plan. Except as set forth in Sche@lik(b), since the date of the documents
delivered, there has not been any material changfeeiassets or liabilities of any of the Beneliri? or any change in their terms and
operations which could reasonably be expectedféztadr alter the tax status or materially afféxet tost of maintaining such Plan, and none
of the Benefit Plans has been or will be amendéat o the Closing Date. Each of the Benefit Plaas be amended, modified or terminated
by the Company or a Subsidiary within a periodhirty (30) days, without payment of any additionampensation or amount or the
additional vesting or acceleration of any such fig)except to the extent that such vesting isiegl under the Code upon the complete or
partial termination of any Benefit Plan intended#qualified within the meaning of Section 401¢B)he Code.

(c) The Company and each of its Subsidiaries hefsnpeed and complied in all material respects wiltof its obligations under and with
respect to the Benefit Plans and each of the BeRkfins has, at all times, in form, operation athahiaistration complied in all material
respects with its terms, and, where applicablerejeirements of the Code, ERISA and all otheriapple Laws. Each Benefit Plan which is
intended to be "qualified" within the meaning ot8en 401(a) of the Code has been determined biRBeo be so qualified and nothing has
occurred which reasonably could be expected toradiseaffect such qualified status.

(d) All group health plans covering employees & @ompany or any of its Subsidiaries have beenabpein material compliance with the
continuation coverage requirements of Section 4980Be Code (and any predecessor provisions) andoRof Title | of ERISA
("COBRA"). Neither the Company nor any of its Suligiies has any obligation to provide health besefi other non-pension benefits to
retired or other former employees, except as sipadif required by COBRA.
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(e) Neither the Company, any of its Subsidiariesarny other "disqualified person” or "party in irest,” as defined in Section 4975 of the
Code and Section 3(14) of ERISA, respectively,dragaged in any "prohibited transaction,” as defineglection 4975 of the Code or Section
406 of ERISA, with respect to any Benefit Plan have there been any fiduciary violations under ERiMhich could subject the Company
any of its Subsidiaries (or any officer, directoremployee thereof) to any penalty or Tax undeti®e&02(i) of ERISA or Sections 4971 and
4975 of the Code.

(f) Except as set forth in Schedule 3.14(g), wéhprect to any Benefit Plan: (i) no filing, applioator other matter is pending with the IRS of
which the Company has received a written notice RBGC, the United States Department of Labor pragimer governmental body, (i) the

is no action, suit or claim pending nor, to the Wtezlge of the Company, Threatened, other thanmewdiaims for benefits, and (iii) there are
no outstanding liabilities for Taxes, penaltieSams.

(9) Neither the execution and delivery of this Mardgreement nor the consummation of any or alhefcontemplated transactions will: (i)
entitle any current or former employee of the Comypar any of its Subsidiaries to severance payrpl@yment compensation or any simi
payment, (ii) accelerate the time of payment otigsor increase the amount of any compensationt@aey such employee or former
employee, or (iii) directly or indirectly result Bany payment made or to be made to or on behalfipfoerson to constitute a "parachute
payment" within the meaning of Section 280G of Gusle.

3.15 INTELLECTUAL PROPERTY. Schedule 3.15 setsHatlist of all patents, patent applications, cagiys, trademarks, trademark
applications, trade names and service marks intwthie Company has rights. The Company has preyialedivered or made available to
Veeco a list of all trade secrets, software andmaer programs, drawings and other proprietanfletial property in which the Company
has rights. The items set forth on Schedule 3.1t50arthe list referred to above are collectiveliened to as the "INTELLECTUAL
PROPERTY." Except as set forth in Schedule 3.1&nathe list, the Company either owns and has giledt has the legally enforceable
right to use all of the Intellectual Property. Te tCompany's knowledge, the Company is not infriggipon any intellectual property rights
of any other Person, nor, to the knowledge of then@any, is any other Person infringing on any ef@mpany's rights in respect of the
Intellectual Property.

3.16 REAL PROPERTY. (a) Schedule 3.16(a) descrlegal property owned by the Company (the "OWNEBAL PROPERTY"). True

and complete copies of all owners policies of fitlgurance obtained for the benefit of the Compaae been delivered or made available to
Veeco. To the knowledge of the Company, excepet®gh in Schedule 3.16(a), the Company has goabmarketable title to all of the
Owned Real Property together with all buildingspiovements, fixtures (including, without limitatioall heating, plumbing, air conditionin
ventilation and electrical equipment), rights ofyjwaasements and appurtenances thereto, free @ardotlall Liens other than (i) municipal
and zoning ordinances; (ii) recorded easementgublic utilities serving the Real Property; and (liens for Taxes not yet due and payable,
none of which materially interfere with the useoocupancy of any of the Real Property; and (iv)liges disclosed in Schedule 3.16(a).
Except as set forth in Schedule 3.16(a), all OwRedl Property is legally occupied by the Company ot by any tenants or other
occupants. Except as set forth in Schedule 3.16@Dwned Real Property shall be subject to amnselea sublease at or immediately after the
Closing.

(b) Schedule 3.16(b) contains a list of all legsedectively, the "LEASES") pursuant to which tBempany leases any real property (the
"LEASED REAL PROPERTY" and, together with the OwriRelal Property, the "REAL PROPERTY"). True and eotrcopies of the Leases
have been delivered or made available to VeecoofAlhe Leases are valid, binding and enforceabkectordance with their terms (subject to
bankruptcy, insolvency and other proceedings atdaim equity relating to the rights of creditorsngrally), and are in full force and effect;
the Company has received no notice, and has nolkdge, of any default by the Company (beyond ampliegble grace or cure period) un
any of the

A-13



Leases, and, to the Company's knowledge, no o#itéy  any of the Leases is in material breactiefault thereunder; and all lessors under
the Leases have or by the Closing Date will havesented to the consummation of the transactiontengsiated hereby, to the extent that the
applicable lease requires such consent, withoutirieg modification in the rights or obligations thfe tenant under such Leases. No sublease
by the Company of any Leased Real Property is ntlyrén effect. The Company's leasehold interestssabject to no Lien or other
encumbrance created by the Company.

3.17 TANGIBLE PROPERTY. (a) Schedule 3.17(a) carddhe Company's depreciation ledger of all machijrequipment, fixtures, motor
vehicles and other tangible personal property ownethe Company (collectively, the "OWNED TANGIBIEEROPERTY"). Except as set
forth in Schedule 3.17(a), the Company has gotaltttall Owned Tangible Property free and cleaalbLiens.

(b) Schedule 3.17(b) contains a list as of the thatieated in such schedule of (i) all machinelipment, fixtures and other tangible
personal property owned by another Person sulety capital lease or rental agreement that datestia Material Contract to which the
Company is a party (collectively, the "LEASED TANBIE PROPERTY") and (ii) a list of the leases of theased Tangible Property (the
"TANGIBLE PROPERTY LEASES"). Each of the Tangibleoperty Leases is in full force and effect and ¢ibmes a valid and binding
obligation of the Company and, to the Company'sikedge, the other party thereto, enforceable imatance with its terms. The Company
has received no notice, and has no knowledge,\oflefault by the Company (beyond any applicableg@ cure period) under any of the
Tangible Property Leases, and, to the Company'wletlge, no other party to any of the Tangible Prgpeeases is in material breach or
default thereunder.

(c) Except as set forth in Schedule 3.17(c), aln@&Tangible Property and all Leased Tangible Rtggeollectively, the "TANGIBLE
PROPERTY") is in good and usable working conditioormal wear and tear excepted, and is suitablthéopurposes for which it is used or
is being replaced according to the Company's repheat policy.

3.18 ENVIRONMENTAL MATTERS. (a) The Company's owskip and operation of its business is and has ipeeraterial compliance wii
all Environmental Laws. To its knowledge, the Comphas obtained all approvals necessary or requineér all applicable Environmental
Laws for the ownership and operation of its bussnai such approvals are in effect, the Comparsyrbeeived no written notice of any act
to revoke or modify any of such approvals, andawaership and operation of its business is ancbbas in material compliance with all
terms and conditions thereof. The Company hasvedeio written notice of any pending, or Threatemtim or investigation by any
Governmental Authority or any other Person conegyine Company's potential liability under Enviramtal Laws in connection with the
ownership or operation of its business. There loa®@en a Release of any Hazardous Substanceoat, inpfrom or under any premises now
or previously owned or occupied by the Companypmruwhich its assets are or were located at ang tinring the Company's ownership
and/or occupancy thereof. None of the Real Proges$ybeen or is used as a treatment, storagepmsaisfacility for Hazardous Substances;
and no Hazardous Substances are present on amg Bell Property except in such quantities asamndlbd in material compliance with all
applicable manufacturer's instructions and in nigteompliance with all applicable Environmentavisaand as are used in the operation of
the Company's business.

(b) The Company has (i) provided or made availatMeeco all test results, records, notices, d&ales and reports in the Company's
possession or control with respect to the Real &tg@nd any real property previously owned or pied by the Company or any of its
Subsidiaries, including all correspondence with @oyernmental Authority as described in Schedul8@®), concerning any and all past
and/or present health, safety and/or environmésgaks or concerns and (ii) made all disclosuredyding notice of a Release or Threatened
Release of a Hazardous Substance, required ungé&rraironmental Law.
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(c) Except as set forth in Schedule 3.18(c), then@any has not received written notice, or otherwistined knowledge, of the existence of
any circumstances or conditions that have a reédeiikelihood of resulting in any Damages arismgsuant to any Environmental Law.

3.19 LABOR RELATIONS. To its knowledge, neither tGempany nor any of its Subsidiaries is conducitisdpusiness in violation of any
applicable Laws relating to employment or laboc]uding, without limitation, those Laws relatingwages, hours, collective bargaining,
unemployment insurance, workers' compensation,legqoployment opportunity and the payment and witting of Taxes. Except as set
forth in Schedule 3.19, no union or other colleetbargaining unit has been certified as represgumatity of the employees of the Company or
its Subsidiaries nor has the Company agreed t@réze any union or other collective bargaining uBitcept as set forth in Schedule 3.19,
there are no labor disputes pending or to the kedgé of the Company and each of its Subsidiariegakened, involving strikes, work
stoppages, slowdowns or lockouts. There are neanmiee proceedings or claims of unfair labor prastifiled or, to the knowledge of the
Company, Threatened to be filed with the Natioretbdr Relations Board against the Company or atiig &ubsidiaries. To the knowledge
the Company, there is no union representationgaroring effort pending or Threatened against then@any or any of its Subsidiaries.

3.20 OFFICERS AND EMPLOYEES. The Company has presfipdelivered or made available to Veeco and Agitjah a true and complete
list of the names and current salaries of all thpleyees of the Company. Except as disclosed ir@dk 3.20 or Schedule 3.09, there is no
employment agreement, employee benefit or incemtivepensation plan or program or severance poligyragram to which the Company is
a party (i) that is or could, pursuant to its terims triggered or accelerated by reason of or imeotion with the execution of this Merger
Agreement or the consummation of the transactionseenplated by this Merger Agreement or (ii) whidmntains “"change in control"
provisions pursuant to which the payment, vestinfynding of compensation or benefits is triggese@dccelerated by reason of or in
connection with the execution of or consummatiotheftransactions contemplated by this Merger Agexd. Except as set forth in Schedule
3.20, no employee whose annual salary is in exae$50,000 (exclusive of bonus) has given notictheoCompany or any Affiliate to cancel
or otherwise terminate such person's relationslitip the Company.

3.21 INSURANCE. Schedule 3.21 contains a complst®f all of the Company's policies of insurancesffect as of the date hereof. The
insurance policies to which the Company is a partyide, in the reasonable judgment of the Comgamgnagement, adequate insurance
coverage for the assets and operations of the Quyripdight of present insurance market conditiohl of such policies are in full force and
effect, and there is no default (beyond any applegrace or cure period) with respect to any mmiowi contained in any such policy, nor has
there been any failure to give any notice or preaay claim under any liability policy in a timelgshion or in the manner or detail required
by such liability policy. The Company has delivemrdnade available copies of all such policies &&&b. There are no outstanding unpaid
premiums or claims, and no retroactive or retrogpe@remium adjustments with respect to such pegicand no notice of cancellation or
nonrenewal has been received by the Company wsther to, or disallowance of any claim under, arghpolicy.

3.22 BROKERS AND FINDERS. No broker, finder, agensimilar intermediary has acted on the Compapgtslf in connection with this
Merger Agreement or the transactions contempla¢eedldy, and there are no brokerage commissiongréhtees or similar fees or
commissions payable in connection therewith baseany Contract with the Company or any action tdikgthe Company.

3.23 BANKING RELATIONSHIPS. Schedule 3.23 setsidtite names and locations of all banks, trust comegasavings and loan
associations and other financial institutions atclvlthe Company has a banking relationship. AtGlasing, the Company will deliver to
Veeco copies of all records in its possessionuifioly all signatures or authorization cards, peimg to such safe deposit boxes and bank
accounts.
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3.24 TRANSACTIONS WITH SHAREHOLDERS AND AFFILIATESEXcept as set forth in Schedule 3.24 and excediary, benefits,
other compensation and expense reimbursement gaiyathle ordinary course and consistent with pesttizes, there are no amounts in
excess of $1,000 owing from the Company to anyeguresr former shareholder or Affiliate of the Companor are there any amounts in
excess of $1,000 owing from any such Person t&€trapany, nor are there currently pending any tretitsss between the Company and any
such Person, nor since December 31, 1996 havelibereany transactions between the Company ansuafyPerson.

3.25 ACCOUNTS RECEIVABLE. Except as set forth irh8dule 3.25, the accounts receivable of the Comfeagre bona fide accounts
receivable created in the ordinary and usual coafrbeisiness in connection with bona fide transastiand consistent with past practice, (b)
are current, and (c) have been properly accruaddnrdance with GAAP consistently applied and asgrves or allowances for doubtful
accounts have been properly accrued in accordaiticé3MAP consistently applied.

3.26 INVENTORY. All the inventories of the Compaase suitable, useable and saleable in the ordianse of business consistent with
past practices, except to the extent of normallelssence or to the extent written down or reseagainst. The inventories stated in the
December 31, 1996 balance sheet have been staaedardance with GAAP consistently applied. The @any does not know of any
adverse condition affecting a material source dfemias available to the Company.

3.27 ACCURACY OF REPRESENTATIONS AND WARRANTIES. I&epresentations and warranties of the Companfosit in this
Merger Agreement and in any agreement, certifioatether document delivered or given to Veeco oguiisition by the Company pursuan
this Merger Agreement will be true and correcthat €losing Date with the same force and effect amite on that date.

3.28 DISCLOSURE SCHEDULES. The disclosure in angeSizlle to this Agreement provided by the Compargnyfexception to a
representation or warranty by the Company shalétitute disclosure of such exception for all otteggresentations and warranties of the
Company under this Agreement with respect to whtichapparent that such disclosure relates, régssdf the part of this Agreement in
which it is set forth.

3.29 KNOWLEDGE OF BREACH. The Stockholders shall be liable (pursuant to Article VIII or otherwisi)r breaches of representations
or warranties of the Company and/or the Stockhsldet forth in this Agreement or in any certificaehedule or other document delivere:
the Company in connection with the transactiongeroplated hereby, if and to the extent that (i)\(&eco or Acquisition had knowledge of
such breaches prior to the Effective Time and Vemrtsummated the transactions contemplated herebfyhthe estimated amount of
Damages arising from all such breaches is less$680,000, or (ii) Veeco or Acquisition had knowgedof such breaches prior to the date
Proxy Statement is first mailed to Veeco's stocttbrd; provided, however, that the limitations om Stockholders' liability set forth in this
Section 3.29 shall not apply to the extent the Camythad knowledge of such breaches and failedstdatie them to Veeco and Acquisition
as they become aware of this (unless such knowledgesolely based on a notification from Veeco oguisition).

3.30 POOLING OF INTERESTS. Neither the Companyamoy of its Subsidiaries nor, to the knowledge ef @ompany, any of their
respective directors, officers or stockholderstafien any action which would interfere with Veeaddity to account for the Merger as a
pooling of interests.

3.31 NO DISPOSITION. None of the Stockholders has@an or intention to sell, exchange, or otheendgspose of a number of shares of
Veeco Shares received in the Merger that wouldaeduch Stockholder's ownership of Veeco Sharastamber of shares having a value

of the Effective Time, of less than 80 percenthaf value of all of the formerly outstanding stoékle Company held by such Stockholder as
of the Effective Time. For purposes of this repréatton, shares of Company stock surrendered Isenters or exchanged for cash in lieu of
fractional shares of Veeco Shares will be treatedudstanding Company stock as of the Effectiveeland shares of Company stock and
Veeco Shares
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held by the Stockholders and otherwise sold, reéeleon disposed of prior or subsequent to the Mexgeconsidered in making this
representation.

3.32 SOLVENCY. The Company is not under the judtdn of a court in a Title 11 or similar case viitithe meaning of Section 368(a)(3)
(A) of the Internal Revenue Code of 1986 and tlrenf@arket value of the assets of the Company waillpf the Effective Time, exceed the ¢
of its liabilities, plus the amount of liabilitied,any, to which the assets are subject.

IV. REPRESENTATIONS AND WARRANTIES OF VEECO AND AGJISITION.
Veeco and Acquisition hereby jointly and severafipresent and warrant to the Company as follows:

4.01 ORGANIZATION OF THE COMPANY. (a) Each of Veeaad Acquisition is a corporation duly organizealjdly existing and in good
standing under the laws of the State of Delaward,is qualified or licensed as a foreign corporatio do business in each other jurisdiction
where the failure to so qualify would have a MatbAdverse Effect upon its business or operatidhg. jurisdictions in which Veeco and
Acquisition are so qualified to do business asrai¢m corporation are set forth in Schedule 4.GikcHof Veeco and Acquisition has all
requisite corporate power to own, operate and lgasssets and to carry on its business as navglmeinducted. Each of Veeco and
Acquisition has delivered to the Company correct eamplete copies of its Certificate of Incorpavatand By-Laws as in effect on the date
hereof.

(b) Each of Veeco and Acquisition has full corperpbwer and authority to execute, deliver and parfinis Merger Agreement and, in the
case of Acquisition, the Certificates of Mergerdan consummate the transactions contemplated )eféle execution, delivery and
performance of this Merger Agreement, the Certiisaof Merger and all other documents and agreesmerite delivered pursuant hereto and
the consummation of the transactions contemplateelly have been duly and validly authorized byoiberd of directors of both Veeco and
Acquisition. Prior to the Closing, the executiorlidery and performance of this Merger Agreemdmg, Certificates of Merger and all other
documents and agreements to be delivered purseegtbhand the consummation of the transactionseoguiited hereby will be duly and
validly authorized by the stockholders of both M@aod Acquisition and no other corporate proceedorgthe part of Veeco or Acquisition
are necessary to authorize this Merger AgreemieatCertificates of Merger and any related documenggreements or to consummate the
transactions contemplated hereby. As of the Closingstockholder of Veeco or Acquisition will haamry rights to dissent under applicable
law. This Merger Agreement has been duly and vakalecuted and delivered by both Veeco and Acdoisiaind the Certificates of Merger
when executed at the Closing will be duly and Jglekecuted and delivered by Acquisition. This Marégreement constitutes a legal, valid
and binding agreement of both Veeco and Acquisiioforceable in accordance with its terms.

4.02 CAPITALIZATION. (a) The authorized capital stoof Veeco consists of 9,500,000 Veeco Shareshath 5,871,959 are issued and
outstanding as of the date hereof and 500,000 slo@greferred stock, none of which are outstandidigof the outstanding Veeco Shares
have been duly authorized and validly issued aadudly paid and nonassessable and were issuezhiiorenity with applicable laws.

(b) As of the date hereof, 650,383 Veeco Sharesauable upon the exercise of options grantedruhdeVeeco Instruments Inc. Amended
and Restated 1992 Employees' Stock Option Plauaddr the Amended and Restated Veeco Instrumentd %94 Stock Option Plan for
Outside Directors (the "WVEECO OPTIONS"). Excepttioe Veeco Options, there are no outstanding E@etyurities or other obligations to
issue or grant any rights to acquire, any EquityuBides of Veeco, or any Contracts to restructurescapitalize Veeco. There are no
outstanding Contracts of Veeco to repurchase, redeeotherwise acquire any Equity Securities of dtee

4.03 NON-CONTRAVENTION. The execution, delivery aperformance by the Company of this Merger Agredraed the consummation
of the transactions contemplated hereby will npt/{@late any provision of the Certificate of Inporation or By-Laws of Veeco or
Acquisition, (b) violate, or be in
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conflict with, or constitute a default (or an evaritich, with notice or lapse of time or both, wouglohstitute a default) under, or result in the
termination of, or accelerate the performance meguby, or excuse performance by any Person ob#itg obligations under, or cause the
acceleration of the maturity of any debt or obligatpursuant to, or result in the creation or inipes of any Lien upon any property or ass

of Veeco or Acquisition under, any Contract to whiteeco or Acquisition is a party or by which arfytheeir property or assets are bound, or
to which any of the property or assets of VeecAdaquisition is subject, except for Contracts wherdie other party thereto has consented to
the consummation of this transaction or (c) viokatg Law applicable to Veeco or Acquisition.

4.04 REPORTS. Veeco has furnished to the Compameaand complete copy of each statement, repgistration statement (with the
prospectus in the form filed pursuant to Rule 424ftthe Securities Act), definitive proxy staterheand other filings filed with the SEC by
Veeco or Acquisition since January 1, 1996, anidy ppo the Effective Time, Veeco will have furnishthe Company with true and complete
copies of any additional documents filed with tHeCSoy Veeco or Acquisition prior to the Effectivarie (collectively, the "VEECO SEC
DOCUMENTS"). All documents required to be filedeahibits to the Veeco SEC Documents have beeresh fAll Veeco SEC Documents
were filed as and when required by the ExchangeoAtite Securities Act, as applicable. The Veec@ ®Bcuments include all documents
required to be filed by Veeco and/or Acquisitiomguant to the Exchange Act and the Securities Asbf their respective filing dates, the
Veeco SEC Documents complied in all material retspeith the requirements of the Exchange Act aed3acurities Act, as applicable, and
none of the Veeco SEC Documents contained any eistatement of a material fact or omitted to stateaterial fact required to be stated
therein or necessary to make the statements madsrthin light of the circumstances in which tlvegre made, not misleading, except to the
extent corrected by a subsequently filed Veeco BBGument. The financial statements of Veeco, inagdhe notes thereto, included in the
Veeco SEC Documents (the "VEECO FINANCIAL STATEMEST, complied as to form in all material respectgapplicable accounting
requirements and with the published rules and eguis of the SEC with respect thereto as of tlesipective dates, and have been prepared
in accordance with GAAP applied on a basis consigteoughout the periods indicated and consistetht each other (except as may be
indicated in the notes thereto or, in the casenaiudited statements included in Quarterly Reportsarm 10-Q, as permitted by Form 10-Q
of the SEC). The Veeco Financial Statements fairgsent the consolidated financial condition angrating results of Veeco and its
subsidiaries at the dates and during the periatisated therein (subject, in the case of unauditattments, to normal, recurring year-end
adjustments and additional footnote disclosurelsgr@d has been no material change in Veeco accgupiicies except as described in the
notes to the Veeco Financial Statements. At aks$irsince January 1, 1996 Veeco has (i) filed asmvmeeh due all documents required to be
filed with NASDAQ, and (ii) otherwise timely perfiored all of Veeco's obligations pursuant to thesaled regulations of NASDAQ.

4.05 ABSENCE OF CERTAIN CHANGES. Since December1®96 (the "VEECO BALANCE SHEET DATE"), Veeco hamducted its
business in the ordinary course consistent with p@stice and there has not occurred: (i) any ghaavent or condition (whether or not
covered by insurance) that has resulted in, or tmigdsonably be expected to result in, a Materdhlekse Effect to Veeco;

(i) except as listed on Schedule 4.05, any actioisisale or transfer of any material asset ofddesr any of its subsidiaries other than in the
ordinary course of business and consistent with grastice; (iii) any change in accounting methodgractices (including any change in
depreciation or amortization policies or ratesM®eco or any revaluation by Veeco of any of ite&sgiv) any declaration, setting aside, or
payment of a dividend or other distribution witlspect to the shares of Veeco, or any direct oreatiredemption, purchase or other
acquisition by Veeco of any of its shares of cdptack; (v) except as listed on Schedule 4.05,raaterial contract entered into by Veeco,
other than in the ordinary course of business antavided to the Company, or any material amendmetermination of, or default under,
any material contract to which Veeco is a partpywhich it is bound; or (vi) any agreement by Vie@ec any of its subsidiaries to do any of
the things described in the preceding clausesr@ugh (v) (other than

A-18



negotiations with the Company and its represergatregarding the transactions contemplated byAtirisement).

4.06 NO UNDISCLOSED LIABILITIES. Veeco has no mat¢obligations or liabilities of any nature (maddror unmatured, fixed or
contingent) other than those (i) set forth or adeejy provided for in the Balance Sheet includeWéeco's Annual Report on Form 10-K for
the period ended December 31, 1996 (the "VEECO BRCE SHEET"), (ii) not required to be set forth twe fVeeco Balance Sheet under
GAAP, or (iii) incurred in the ordinary course aiginess since the Veeco Balance Sheet Date anstmmavith past practice.

4.07 LITIGATION. Except as disclosed in Veeco's AahReport on Form 10-K for fiscal year ended Delgen81, 1996, (i) there is no
private or governmental action, suit, proceedimgint, arbitration or investigation pending beforgyagency, court or tribunal, foreign or
domestic, or, to the knowledge of Veeco or anytosubsidiaries, Threatened against Veeco or aityg sfibsidiaries or any of their respect
properties or any of their respective officers imectors (in their capacities as such) that, irdlilly or in the aggregate, could reasonably be
expected to have a Material Adverse Effect on Veand

(i) there is no judgment, decree or order agauestco or any of its subsidiaries or, to the knogkedf Veeco or any of its subsidiaries, an
their respective directors or officers (in theipaaities as such) that could prevent, enjoin, altenaterially delay any of the transactions
contemplated by this Agreement, or that could reably be expected to have a Material Adverse EffactVeeco.

4.08 RESTRICTIONS ON BUSINESS ACTIVITIES. Therenis material agreement, judgment, injunction, oatedecree binding upon
Veeco or any of its subsidiaries which has or reabty could be expected to have the effect of fmitihg or materially impairing any current
or future business practice of Veeco or any ofutissidiaries, any acquisition of property by Veecany of its subsidiaries or the conduct of
business by Veeco or any of its subsidiaries a®ntly conducted or as proposed to be conductédeego or any of its subsidiaries.

4.09 GOVERNMENTAL AUTHORIZATION. Veeco and each itd subsidiaries have obtained each federal, statety, local or foreign
governmental consent, license, permit, grant, loeroauthorization of a Governmental Entity (i) puast to which Veeco or any of its
subsidiaries currently operates or holds any istdreany of its properties or (ii) that is requir®r the operation of Veeco's or any of its
subsidiaries' business or the holding of any satdrést ((i) and (ii) herein collectively called EECO AUTHORIZATIONS"), and all of sur
Veeco Authorizations are in full force and effemtcept where the failure to obtain or have anyuchsveeco Authorizations could not
reasonably be expected to have a Material Adveffeetton Veeco.

4.10 COMPLIANCE WITH LAWS. Each of Veeco and itdsidiaries has complied with, are not in violatafnand have not received any
notices of violation with respect to, any fedesdiite, local or foreign statute, law or regulatiath respect to the conduct of its business, or
the ownership or operation of its business, exfmpguch violations or failures to comply as conflit be reasonably expected to have a
Material Adverse Effect on Veeco.

4.11 POOLING OF INTERESTS. Neither Veeco nor anjt®§ubsidiaries nor, to the knowledge of Veeaw, af their respective directors,
officers or stockholders has taken any action wkichild interfere with Veeco's ability to account the Merger as a pooling of interests.

4.12 BROKERS AND FINDERS. Except for those PerggW&ECO'S BROKERS") previously disclosed to the Quamy or its agents or
representatives, no broker, finder, agent or sinmifermediary has acted on Veeco's or Acquisiitehalf in connection with this Merger
Agreement or the transactions contemplated hegeliythere are no brokerage commissions, findexs'de similar fees or commissions
payable in connection therewith based on any Coniviah Veeco or Acquisition or any action taken\bgreco or Acquisition. Veeco shall
pay all fees and disbursements of Veeco's Brokers.
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V. COVENANTS.

5.01 ACCESS. Between the date hereof and the Gjd3ate, the Company shall, and shall cause itsi§iabigs to, provide Veeco,
Acquisition and each of their authorized employeggnts, officers and representatives with readeraitess to the properties, books,
records, Tax Returns, contracts, information, doznitsand personnel of the Company as they reldtetGompany's business as Veeco or
Acquisition may reasonably request for the purpzfsmaking such investigation of the business prig&rfinancial condition and results of
operations of the Company's business as they mey dppropriate or necessary.

5.02 BUSINESS ORGANIZATION. Between the date hermud the Closing Date, the Company shall:
(a) conduct its business only in the ordinary cewfbusiness;

(b) use its reasonable efforts consistent with pesttice to preserve intact its current businegarnization, keep available the services of its
current officers, employees, and agents, and miaittia relations and good will with its suppliecsistomers, landlords, creditors, employees,
agents, and others having business relationshigsityi

(c) confer with Veeco concerning operational mattgra material nature; and
(d) otherwise report periodically to Veeco concegiihe status of its business, operations and demn

5.03 CONDUCT OF THE BUSINESS OF THE COMPANY PENDINGE CLOSING DATE. Except as otherwise expresslynped by
this Merger Agreement, between the date hereotlemlosing Date, the Company shall not, withoetghior consent of Veeco, take any
affirmative action, or fail to take any reasonaddtion within its control, as a result of which asfithe changes or events listed in Section
is reasonably likely to occur.

5.04 CONDUCT OF BUSINESS OF THE COMPANY AND VEECDuring the period from the date of this Agreemerd aontinuing until

the earlier of the termination of this Agreemend #ime Effective Time, each of the Company and Vesgrees (except to the extent expressly
contemplated by this Agreement or as consentel waiting by the other), to carry on its and it¥sidiaries' business in the usual, regulal
ordinary course in substantially the same mannéeastofore conducted, to pay and to cause itddiabies to pay debts and Taxes when due
subject (i) to good faith disputes over such debtsixes and

(i) in the case of Taxes of the Company or anit$ubsidiaries, to Veeco's consent (which consélhhot be unreasonably withheld or
delayed) to the filing of material Tax Returnsipdicable, to pay or perform other obligations wilere, and to use all reasonable efforts
consistent with past practice and policies to pres@tact its and its subsidiaries' present bissraganizations, use its best efforts consistent
with past practice to keep available the servidés@nd its subsidiaries’ present officers angl dsmployees and use its best efforts consistent
with past practice to preserve its and its subs&Barelationships with customers, suppliers ritigtors, licensors, licensees, and others he¢
business dealings with it or its subsidiariesh®é¢nd that its and its subsidiaries' goodwill andoing businesses shall be unimpaired at the
Effective Time. Each of the Company and Veeco agte@romptly notify the other of any event or acence not in the ordinary course o

or its subsidiaries' business, and of any eventhvbould have a Material Adverse Effect. Withoutiting the foregoing, except as expressly
contemplated by this Agreement, neither the Compammyveeco shall do, cause or permit any of thiefahg, or allow, cause or permit any

of its subsidiaries to do, cause or permit anyheffollowing, without the prior written consenttbe other:

(a) CHARTER DOCUMENTS. Subiject, in the case of \edo the matters contemplated by the Proxy Statemeconnection with the
Annual Meeting of Stockholders to be held on May 1997, cause or permit any amendments to itsfiCaté of Incorporation or Bylaws;
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(b) ISSUANCE OF SECURITIES. Issue, deliver or selauthorize or propose the issuance, delivenaler af, or purchase or propose the
purchase of, any shares of its capital stock anrétges convertible into, or subscriptions, rightsrrants or options to acquire, or other
agreements or commitments of any character obtigatito issue any such shares or other conversiéterrities, other than the issuance of
shares of its Common Stock pursuant to the exeodistock options, warrants or other rights therefgtstanding as of the date of this
Agreement; provided, however, that Veeco may, endtdinary course of business consistent with jpasttice, grant options for the purchase
of Veeco Shares under the Veeco Instruments Inersied and Restated 1992 Employees' Stock Option Pla

(c) DIVIDENDS; CHANGES IN CAPITAL STOCK. Declare gray any dividends on or make any other distrimgi(whether in cash, stock
or property) in respect of any of its capital stooksplit, combine or reclassify any of its cap#tock or issue or authorize the issuance of any
other securities in respect of, in lieu of or ifstitution for shares of its capital stock, or nefhase or otherwise acquire, directly or indirec
any shares of its capital stock except from foreraployees, directors and consultants in accordaitbeagreements providing for the
repurchase of shares in connection with any tertioinaf service to it or its subsidiaries;

(d) STOCK OPTION PLANS, ETC. Subject, in the cab¥eeco, to the matters contemplated by the Prdayegient in connection with the
Annual Meeting of Stockholders to be held on May 1907, accelerate, amend or change the periogen€isability or vesting of options or
other rights granted under its employee stock ptartirector stock plans or authorize cash paymienéschange for any options or other
rights granted under any of such plans.

(e) POOLING. Take any action, which would interferigh Veeco's ability to account for the Mergeraggooling of interests; or

() OTHER. Take, or agree in writing or otherwisetdke, any of the actions described in Sectiob4(8) through (e) above, or any action
which would make any of its representations or aaties contained in this Agreement untrue or irexdror prevent it from performing or
cause it not to perform its covenants hereunder.

5.05 CONSENTS. The Company, Veeco and Acquisiti@ll €ooperate and use their respective best sfforbbtain, prior to the Effective
Time, all licenses, permits, consents, approvaithaizations, qualifications and orders of Goveenmal Authorities and parties to the
Material Contracts as are necessary for consummafithe transactions contemplated by this Merggre@ment and for the Surviving
Corporation to enjoy all rights under such Mate€@ahtracts after the consummation of the transastamntemplated by this Merger
Agreement.

5.06 ENVIRONMENTAL TRANSFER LAWS. The Company shetimply in a timely fashion with the material regumnents of all
Environmental Laws applicable to the transfer titisiness and any licenses associated with thatapeof the business. The Company
shall complete all necessary disclosure statenreqgtsred by Environmental Laws applicable to tlasfer of its business and provide the
statements to Veeco prior to Closing, all in profoem for appropriate recordation and filing, excey actions or failures to take action
which could not reasonably be expected to have @iidh Adverse Effect on the Company.

5.07 TAX MATTERS. Between the date hereof and thesifig Date, the Company and each of its Subseliaand Veeco and each of its
Subsidiaries shall file or cause to be filed omeety basis all Tax Returns that are required tdiled by each of them pursuant to the Laws of
each Governmental Authority with taxing power otre¥ Company and each of its Subsidiaries and efattieio respective assets and
businesses. Each of such Tax Returns will be taieect and complete in all material respects wied. The Company and each of its
Subsidiaries shall not make any election or filg amended Tax Return reflecting any position tlvafiat result in a material adverse Tax
consequence to Veeco or Acquisition for any pebedinning on or after the Effective Time. All tré@s documentary, gross
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receipts, sales, use and property gains Taxedjadnilities similar in nature, imposed or payabletbe sale or transfer of the Company's
business pursuant to this Merger Agreement or dénsummation of any of the transactions contemplagzdby shall be paid by the
Company. The Company shall timely file all requiteghsfer Tax Returns and/or notices of the transf¢the Company's business with the
appropriate Governmental Authority. Veeco shallparate with the Company, which cooperation shallite, without limitation, providing
information and executing and delivering documeinteponnection with the Company's obligations urtties Section.

5.08 NOTICE OF BREACH; DISCLOSURE. Each party sipatimptly notify the other of (i) any event, condiit or circumstance of which
such party becomes aware occurring from the datoheo the Closing Date that would constitute @ation or breach of this Merger
Agreement (or a breach of any representation oraméy contained herein) or, if the same were tdinae to exist as of the Closing Date,
would constitute the non-satisfaction of any of ¢baditions set forth in Article VI or VII, as trease may be or (ii) any event, occurrence,
transaction, or other item of which such party lmees aware which would have been required to hase disclosed on any schedule or
statement delivered hereunder had such event, recma, transaction or item existed as of the datedi.

5.09 PAYMENT OF INDEBTEDNESS BY AFFILIATES. The Cgrany shall cause all indebtedness owed to the Cayrippany Affiliate
(other than wholly-owned Subsidiaries) to be paiélil prior to Closing.

5.10 NO NEGOTIATION. Until such time, if any, adgtMerger Agreement is terminated pursuant to 8e@i01, the Company shall not
solicit or entertain offers from, negotiate with,iw any manner discuss, encourage, recommendree &g any proposal of, any other potel
buyer or buyers of all or any substantial portibthe Company's business or any Equity InteregtténCompany and any such offers received
by the Company shall promptly be rejected in wgtimthe Company shall promptly inform Veeco and Asijion of any contact with any

third party relating to the subject matter setf@bove.

5.11 STOCKHOLDER APPROVALS. (a) Prior to the Clagithe Company shall call and hold a meeting atldtolders for the purpose of
approving the execution, delivery and performarfaliis Merger Agreement and all other documentsagrégements to be delivered pursuant
hereto and the consummation of the transactionteogiated hereby in accordance with the ABCA.

(b) Veeco shall cause a special meeting of itskstoiders (the "WVEECO STOCKHOLDER MEETING") to belglealled and held as soon as
reasonably practicable after the date hereof fptirpose of approving this Merger Agreement, tleegdr and all actions contemplated
hereby. Subject to their fiduciary duties underliaple law, the Board of Directors of Veeco wilcommend that Veeco's stockholders
approve the Merger and the adoption of the Merggme@ment. The Proxy Statement referred to beloW ebiatain such recommendation.
Subject to fiduciary obligations under applicalasier] the Board of Directors of Veeco shall use dstlefforts to solicit from stockholders of
Veeco proxies in favor of the Merger and for thprapal and adoption of this Merger Agreement arallghke all other action in its judgme
necessary to secure the vote or consent of thktgitrters required by the DGCL to effect the Merger.

(c) As promptly as practicable after the date higréeeco shall prepare, file with the Commissiomenthe Exchange Act and use all
reasonable efforts to have cleared by the Comnmismial mailed to its stockholders, a proxy (the "RKRGBTATEMENT"), with respect to

the Veeco Stockholder Meeting, the form and condémthich shall be subject to the Company's reaslenapproval. The term "Proxy
Statement” shall mean such proxy statement afrtteeit initially is mailed to Veeco's stockholdensd all amendments or supplements
thereto. The information provided and to be progidg the Company, Veeco and Acquisition, respeltjfer use in the Proxy Statement, on
the date the Proxy Statement is first mailed tocé&estockholders and on the date of the VeecdkBuodder Meeting shall be true and correct
in all material respects and shall not, on suckgjatontain any untrue statement of a materialdiaotnit to state any material fact necessary
in order to make such information not misleading] the Company, Veeco and Acquisition each agreetect any information provided by
it for use in the Proxy Statement
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which shall have become false or misleading inraayerial respect and take all steps necessaryugecauch corrected information to be filed
with the Commission and disseminated to the stdddne of Veeco, in each case as and to the ex@gnired by applicable federal securities
laws. The Proxy Statement shall comply as to farrali material respect with all applicable requiemts of federal securities laws.

5.12 STOCK OPTIONS. At or prior to the Effectivani@, the Board of Directors of the Company shathtaate the Company Stock Option
Plan, effective upon consummation of the Merged, alhoutstanding options not theretofore exerciséidbe treated as provided in Section
2.05 hereof. The Company shall not grant any aafthfi options under the Company Stock Option Plé&we. Company shall take all actions
necessary under the Company Stock Option Plarfeotehe foregoing.

5.13 ELECTION AS A DIRECTOR. At or prior to the Gling, Veeco shall use its reasonable efforts tsedames Wyant to be elected as a
member of the Board of Directors of Veeco.

5.14 FIRPTA. The Company shall, prior to the Clgsidate, provide Veeco with a properly executed HIRRotification Letter,
substantially in the form of EXHIBIT B attached b, which states that shares of capital stock®@Qompany do not constitute "United
States real property interest" under Section 8%f(the Code, for purposes of satisfying Veecolgabions under Treasury Regulation
Section 1.1445-2(c)(3). In addition, simultaneousith delivery of such Notification Letter, the Cpamy shall have provided to Veeco, as
agent for the Company, a form of notice to therimiéRevenue Service in accordance with the reméres of Treasury Regulation Section
1.897-2(h)(2) and substantially in the form of EX@HT B annexed hereto along with written authoriaatfor VVeeco to deliver such form of
notice to the Internal Revenue Service on behali@fCompany upon the Closing of the Merger.

5.15 BLUE SKY LAWS. Veeco shall take such stepsay be necessary to comply with the securitiestdnel sky laws of all jurisdictions
which are applicable to the issuance of Veeco Shareonnection with the Merger. The Company stisdl its reasonable efforts to assist
Veeco as may be necessary to comply with the sauand blue sky laws of all jurisdictions whiale applicable in connection with the
issuance of Veeco Shares in connection with theglter

5.16 LISTING OF ADDITIONAL SHARES; S-8 REGISTRATIONPrior to the

Effective Time, Veeco shall file with NASDAQ a Nfitiation Form for Listing of Additional Shares withspect to the Merger Considerati
As promptly as practicable after the Closing D&eeco shall file a registration statement on For8i8der the Securities Act relating to the
Veeco Shares to be issued upon the exercise afmgptéceived in accordance with Section 2.05(ddfeand shall use its best efforts to ce
such registration statement to become effective.

5.17 AFFILIATE AGREEMENTS. (a) Schedule 5.17(a)ssftrth those Persons who are directors or exezafificers holding shares of, or
who the Company believes may otherwise be deembd taffiliates" of, the Company (collectively, tH&VYKO AFFILIATES"). The
Company shall provide Veeco such information anclideents as Veeco shall reasonably request for pagpof reviewing such list. The
Company shall use its best efforts to deliver arseato be delivered to Veeco on or before May 971@nd in each case prior to the Effective
Time) from each of the Wyko Affiliates, an executsffiliate Agreement substantially in the form oKBIBIT C-1 annexed hereto. Veeco
and Acquisition shall be entitled to place apprafgriegends on the certificates evidencing any ¥&ares to be received by such Wyko
Affiliates pursuant to the terms of this Merger Agment, and to issue appropriate stop transfeuaisins to the transfer agent for Veeco
Shares, consistent with the terms of such Affisadgreements.

(b) Schedule 5.17(b) sets forth those Persons wddieectors or executive officers holding share®owho Veeco believes may otherwise
be deemed to be "Affiliates" of, Veeco (collectivahe "VEECO AFFILIATES"). Veeco shall provide tlBmmpany such information and
documents as the Company shall reasonably requestifposes of reviewing such list. Veeco shallitseeasonable efforts to deliver
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or cause to be delivered to the Company on or be¥tay 5, 1997 (and in each case prior to the Effectime) from each of the Veeco
Affiliates, an executed Affiliate Agreement subgtalty in the form of EXHIBIT C-2 annexed hereto.

5.18 ADDITIONAL AGREEMENTS. Subject to the termsdaconditions provided in this Agreement, each oé&tg Acquisition and the
Company shall use its reasonable best effortski tar cause to be taken, all actions and to doauose to be done, all things necessary,
proper or advisable under applicable laws and egguis to consummate and make effective, as sogaasnably practicable, the
transactions contemplated by this Agreement, (thioly the satisfaction of the conditions containediticles VI and VII hereof as required
thereby).

VI. CONDITIONS PRECEDENT TO THE OBLIGATIONS OF VEETAND ACQUISITION.

The obligation of Veeco and Acquisition to enteapiand complete the Closing is conditioned uporstitésfaction or waiver in writing by
Veeco (on behalf of Veeco and Acquisition), on efdoe the Closing Date, of the following conditions

6.01 REPRESENTATIONS AND WARRANTIES. The represé¢iotas and warranties made by the Company contam#ds Merger
Agreement, the Schedules or Exhibits hereto onincertificate or document delivered to Veeco arguisition by the Company in
connection with the transactions contemplated yyNterger Agreement shall be true in all materapects on and as of the Closing Date
with the same effect as though such representagiodsvarranties were made on such date.

6.02 PERFORMANCE OF COVENANTS. The Company shallehperformed and complied in all material respadth all of the
agreements, covenants and conditions requiredibytérger Agreement to be performed and compligti Wy it prior to or on the Closing
Date.

6.03 LITIGATION. No investigation, suit, action other proceeding, or injunction or final judgmeelating thereto shall be Threatened or
pending on the Closing Date before any court oréBomental Authority in which it is sought to regtrar prohibit or to obtain Damages or
other relief in connection with this Merger Agreerher the consummation of the transactions contatedlhereby.

6.04 OPTIONS. Except as otherwise provided hekédeco shall be reasonably satisfied that no hafi@ptions will have any right to
acquire any interest in the Company, Acquisitio’veeco after the Effective Time.

6.05 CONSENTS AND APPROVALS. All licenses and othensents or approvals of Governmental Authoried the consents of the
parties to any Material Contracts referred to iot®@ 5.04 shall have been obtained.

6.06 FAIRNESS OPINION. On or prior to the date dmich the Proxy Statement is first mailed to stodélbcs of Veeco, the board of
directors of Veeco shall have received the writipimion of Montgomery Securities, financial advisoVeeco, in form and substance
reasonably satisfactory to Veeco, to the effedttiiatransactions contemplated by this Merger Agrent, including the consideration to be
paid to the stockholders pursuant to Section 2)dteeof are fair from a financial point of viewttte stockholders of Veeco (the
"FAIRNESS OPINION").

6.07 ACCOUNTING OPINION. On or prior to the date which the Proxy Statement is first mailed to stoakers of Veeco, the board of
directors of Veeco shall have received the writipmion of Ernst & Young LLP, dated the date of thailing, the form and substance
reasonably satisfactory to Veeco, to the effedt e Merger may be accounted for as a "poolinigptefests" transaction.

6.08 APPRAISALS. No holder of Common Stock outstagdmmediately prior to the Effective Time shadlye validly elected, pursuant to
Arizona law, to demand appraisal of their Commarckt
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6.09 MATERIAL CHANGES. There shall not have beewy amaterial adverse change in the assets, propettaslition (financial or
otherwise), prospects or results of operationsi@f@ompany's business from the date hereof to lth@n@ Date, nor shall there exist any
condition which could reasonably be expected taltés such a material adverse change.

6.10 STOCKHOLDER APPROVAL. This Merger Agreementidhe Merger contemplated hereby shall have beproaed and adopted by
(i) the requisite vote of the stockholders of Veeaotitled to vote thereon at the Veeco StockhoMeeting and (i) the requisite vote of the
stockholders of the Company entitled to vote thereo

6.11 DUE DILIGENCE REVIEW. Veeco shall be reasonatdtisfied with its due diligence review of therjuany's assets, liabilities,
business, Contracts, financial statement and irdition, cash flow and prospects which condition ld@ideemed fulfilled unless written
notice is given to the Company by Veeco on or pedthe date on which the Proxy Statement is firalled to stockholders of Veeco.

6.12 DELIVERY OF DOCUMENTS. There shall have beefiwtred to Veeco and Acquisition the following:

(i) a certificate of the Company, dated the Cloddage, signed by its Chief Executive Officer, te #iffect that the conditions specified in
Sections 6.01 and 6.02 have been fulfilled;

(i) a certificate of the Secretary of the Compaeytifying copies of

(x) the Certificate of Incorporation and By-Lawsth& Company; (y) all requisite corporate resohdiof the Company approving the
execution and delivery of this Merger Agreement tiredlconsummation of the transactions contemplageelin; and (z) the identification and
signature of each officer of the Company executivigjMerger Agreement; and

(iii) a certificate of the Secretary of the Compamytifying the vote of the stockholders of the Quamy at the meeting regarding the Merger.

6.13 LEGAL OPINIONS. Veeco and Acquisition shalvbaeceived an opinion of Morrison & Foerster, LicBunsel to the Company,
reasonably satisfactory to Veeco, Acquisition drmertcounsel addressed to Veeco and Acquisitiondaed the Closing Date. In delivering
such opinion, Morrison & Foerster may rely on Anzaocounsel reasonably satisfactory to Veeco andi&itapn with respect to corporate
governance matters with respect to the Company.

6.14 AFFILIATE AGREEMENTS. Veeco shall have recelven or before May 5, 1997 from each of the Afféisof the Company an
executed Affiliate Agreement substantially in tibenfi of EXHIBIT C-1 annexed hereto.

6.15 TAX OPINION. Veeco shall have received a writbpinion of Kaye, Scholer, Fierman, Hays & Handl¢ P, in form and substance
reasonably satisfactory to Veeco, dated on or atheuClosing Date, to the effect that the Mergdr ednstitute a reorganization within the
meaning of Section 368(a) of the Code, and Veecquisition and the Company will each be a partg teorganization within the meaning
of Section 368(b) of the Code. In rendering thigimm, counsel shall be entitled to rely upon, amother things, reasonable assumptions as
well as representations of Veeco, Acquisition,@rmenpany and certain Stockholders.

6.16 CERTIFICATES OF MERGER. Prior to the Effectiliene, each of the Certificates of Merger shalblbeepted for filing with the
Arizona Corporation Commission and the SecretarStafe of the State of Delaware, as applicable.

VII. CONDITIONS PRECEDENT TO OBLIGATIONS OF THE CORANY.

The Company's obligation to enter into and comple¢eClosing is conditioned upon the satisfactiowaiver in writing by the Company, on
or before the Closing Date, of all of the followingnditions:
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7.01 REPRESENTATIONS AND WARRANTIES. The represdiotas and warranties made by Veeco and Acquisitimntained in this
Merger Agreement, the Schedules or Exhibits hevein any certificate or document delivered to @@mpany by Veeco and Acquisition in
connection with the transactions contemplated sylterger Agreement shall be true in all materealpects on and as of the Closing Date
with the same effect as though such representagiodsvarranties were made on such date.

7.02 PERFORMANCE OF COVENANTS. Each of Veeco anduisition shall have performed and complied imaditerial respects with all
of the agreements, covenants and conditions refjbirehis Merger Agreement to be performed and d@dpvith by it prior to or on the
Closing Date.

7.03 LITIGATION. No investigation, suit, action other proceeding, or injunction or final judgmeeleting thereto directly or indirectly
shall be Threatened or pending on the Closing batere any court or Governmental Authority in whitks sought to restrain or prohibit or
to obtain Damages or other relief in connectiorhwvliis Merger Agreement or the consummation otthesactions contemplated hereby.

7.04 CONSENTS AND APPROVALS. All licenses and othensents or approvals of Governmental Authoraied the consents of the
parties to any Material Contracts referred to iot®@ 6.05 shall have been obtained.

7.05 ACCOUNTING OPINION. On or prior to the date which the Proxy Statement is first mailed to stoakers of Veeco, the board of
directors of Veeco shall have received the writipmion of Ernst & Young LLP, dated the date of thailing, the form and substance
reasonably satisfactory to the Company, to theceffeat the Merger may be accounted for as a "pgadf interests" transaction.

7.06 MATERIAL CHANGES. There shall not have beewy amaterial adverse change in the assets, propetteaslition (financial or
otherwise), prospects or results of operationsedds's business from the date hereof to the Cld3atg, nor shall there exist any condition
which could reasonably be expected to result if sumaterial adverse change.

7.07 STOCKHOLDER APPROVAL. This Merger Agreementidhe Merger contemplated hereby shall have beproaed and adopted by
(i) the requisite vote of the stockholders of Veeaotitled to vote thereon at the Veeco Stockholgsting and (ii) the requisite vote of the
stockholders of the Company entitled to vote thereo

7.08 DUE DILIGENCE REVIEW. The Company shall beseaably satisfied with its due diligence reviewaeco's assets, liabilities,
business, Contracts, financial statement and irdition, cash flow and prospects which condition ldaideemed fulfilled unless written
notice is given to Veeco by the Company on or pedthe date on which the Proxy Statement is firalled to stockholders of Veeco.

7.09 DELIVERY OF DOCUMENTS. There shall have beefivkred to the Company the following:

(i) Certificates of Veeco and Acquisition, dated tblosing Date, signed by the respective Chief ktiee Officers of Veeco and Acquisition
to the effect that the conditions specified in 8gxg 7.01 and 7.02 have been fulfilled;

(i) a certificate of the Secretary of each of Veend Acquisition certifying copies of (x) the Gficate of Incorporation and By-Laws of each
of Veeco and Acquisition; (y) all requisite corp@raesolutions of each of Veeco and Acquisitionrapimg the execution and delivery of this
Merger Agreement and the consummation of the tiditees contemplated herein; and (z) the identificatnd signature of each officer of
Veeco and Acquisition executing this Merger Agreatne

(iii) a certificate of the Secretary of Veeco c#itig the vote of the stockholders of Veeco atWeeco Stockholder Meeting regarding the
Merger; and

(iv) a registration rights agreement substanti@lthe form of EXHIBIT D annexed hereto, duly extmiby Veeco.
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7.10 AFFILIATE AGREEMENTS. The Company shall haeeeived on or before May 5, 1997 from each of tiéidtes of Veeco an
executed Affiliate Agreement substantially in tieenfi of EXHIBIT C-2 annexed hereto.

7.11 LEGAL OPINION. The Company shall have receigedpinion of Kaye, Scholer, Fierman, Hays & HandLLP, counsel to Veeco a
Acquisition, reasonably satisfactory to the Compang its counsel addressed to the Company and tegetiosing Date.

7.12 TAX OPINION. The Company shall have receivesdriten opinion of Morrison & Foerster LLP, in forand substance reasonably
satisfactory to the Company, dated on or abou€ibsing Date, to the effect that the Merger wilhsttute a reorganization within the
meaning of Section 368(a) of the Code, and Veecguisition and the Company will each be a partg teorganization within the meaning
of Section 368(b) of the Code. In rendering thigimm, counsel shall be entitled to rely upon, amother things, reasonable assumptions as
well as representations of Veeco, Acquisition,@menpany and certain Stockholders.

7.13 CERTIFICATES OF MERGER. Prior to the Effectilane, the Certificates of Merger shall be accefitediling with the Arizona
Corporation Commission and the Secretary of SthtlkeoState of Delaware, as applicable.

VIIl. INDEMNIFICATION; REMEDIES.

8.01 SURVIVAL. All representations, warranties aagteements contained in this Merger Agreement anincertificate or other document
delivered pursuant to this Merger Agreement shallige the Closing or any termination of this Agmeent for the time periods set forth
herein; PROVIDED, that if the Closing occurs, then@pany shall have no liability (for indemnification otherwise) with respect to any
representation or warranty, or agreement to beopadd and complied with prior to the Closing unlessor before the date upon which the
audited financial statements of Veeco and its slidnses for the fiscal year ended December 31, H¥81ssued (the "ISSUANCE DATE"),

the Company is given notice asserting a claim vapect thereto and specifying the factual basikaifclaim in reasonable detail to the
extent then known by Veeco. If the Closing occWMegco shall have no liability (for indemnificatian otherwise) with respect to any
representation or warranty, or agreement to beopadd and complied with prior to the Closing, usles or before the Issuance Date, Veeco
is given notice of a claim with respect thereto apdcifying the factual basis of that claim in g@ble detail to the extent known by the
Company.

8.02 INDEMNIFICATION BY THE STOCKHOLDERS. Each dfi¢ Stockholders shall jointly and severally indefiynand hold harmless
Veeco, Acquisition and each of its respective agaepresentatives, employees, officers, directtegkholders, controlling persons and
Affiliates (collectively, the "WVEECO INDEMNITEES")and shall reimburse the Veeco Indemnitees for|@sg liability, claim, damage,
expense (including, but not limited to, costs afestigation and defense and reasonable attorress), fwhether or not involving a third-party
claim (collectively, "DAMAGES") arising from or inonnection with (a) any inaccuracy in any of theresentations and warranties of the
Company in this Merger Agreement or in any cedifecor other document delivered by the Companyuauntsto this Merger Agreement, (b)
any failure of the Company to perform or complyhnadgtny agreement to be performed or complied witkt bythis Merger Agreement, (c)
any claim by any Person for brokerage or findex&sfor similar payments in connection with anyheftransactions contemplated hereunder
as the result of brokers, finders or investmenkbesretained by the Company, (d) any claim bydirsct or indirect holder or former holder
of capital stock or warrants or other securitiethef Company,

(e) Veeco's enforcement of the indemnification gimns contained herein. Notwithstanding the foregpthe Company and the
Indemnifying Stockholders shall have no liabilioy\feeco under clause (a) of this Section 8.02 timtilaggregate amount of all Damages
under such Section 8.02(a) exceeds $500,000 andbtiig for all such
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Damages in excess of such amount. Notwithstandi@daregoing, the maximum liability of the Stocktéets pursuant to this Section 8.02
shall not exceed the product of 275,000 Veeco Sharétiplied by the average of the closing bid esion NASDAQ for one (1) Veeco Share
for the twenty (20) trading days ending on theitrgdlay immediately preceding the Closing Dateyjuted that the limitations set forth in
this Section 8.02 shall not apply to any Stockhiotdehe extent of Damages arising from fraud anghrt of such Stockholder.

8.03 INDEMNIFICATION BY VEECO. Veeco shall indemgifind hold harmless the Stockholders (the "STOCKBER

INDEMNITEES") and shall reimburse the Stockholdsddmnitees for any Damages arising from or in cotioe with (a) any inaccuracy in
any of the representations and warranties of Veedxquisition in this Merger Agreement or in argrtificate or other document delivered
by Veeco or Acquisition pursuant to this Merger égment, (b) any failure by Veeco or Acquisitiorpeaform or comply with any agreement
to be performed or complied with by Veeco or Acdios in this Merger Agreement, (c) any claim byd®erson for brokerage or finder's
fees or similar payments in connection with anyhef transactions contemplated hereunder as thi oéfwokers, finders or investment
bankers retained by Veeco, or (d) the Stockholdéemnitees' enforcement of the indemnification jgions contained herein.
Notwithstanding the foregoing, Veeco shall havdialility under clause (a) of this Section 8.03ilthite aggregate amount of all Damay
under such Section 8.03(a) exceeds $500,000 andbtiig for all such Damages in excess of such amdotwithstanding the foregoing, the
maximum liability of the Stockholders pursuanthistSection 8.03 shall not exceed the product 600 Veeco Shares multiplied by the
average of the closing bid prices on NASDAQ for ¢heVeeco Share for the twenty (20) trading daydieg on the trading day immediately
preceding the Closing Date; provided that the Etidins set forth in this Section 8.03 shall notlgpp Veeco, to the extent of Damages
arising from fraud on the part of Veeco.

8.04 PROCEDURE FOR INDEMNIFICATIONTHIRD PARTY CLAIMS. Promptly after receipt by andamnified party under Section 8

or 8.03 of oral or written notice of a claim or tt@nmencement of any proceeding against it, suénmified party shall, if a claim in resp
thereof is to be made against an indemnifying pamnier such Section, give written notice to theemdifying party of the commencement
thereof, but the failure so to notify the indemiify party shall not relieve it of any liability thia may have to any indemnified party excep
the extent the indemnifying party demonstrates ttiatdlefense of such action is prejudiced thergbgase any such proceeding shall be
brought against an indemnified party and it shia# gotice to the indemnifying party of the commement thereof, the indemnifying party
shall be entitled to participate therein and, ®ektent that it shall wish (unless the indemnifyjrarty is also a party to such proceeding and
the indemnified party determines in good faith floait representation would be inappropriate) teuase the defense thereof with counsel
reasonably satisfactory to such indemnified panty, @&fter notice from the indemnifying party to kusdemnified party of its election so to
assume the defense thereof, the indemnifying syl not be liable to such indemnified party unsigch

Section for any fees of other counsel or any otix@enses with respect to the defense of such mtowgen each case, subsequently incurred
by such indemnified party in connection with théedese thereof. If an indemnifying party assumegdigfense of such proceeding, (a) no
compromise or settlement thereof may be effectethéyndemnifying party without the indemnified fyés reasonable consent unless (i) tl

is no finding or admission of any violation of lawany violation of the rights of any Person anceffect on any other claims that may be
made against the indemnified party and (ii) the selief provided is monetary damages that are ipdiall by the indemnifying party and (b)
the indemnifying party shall have no liability witBspect to any compromise or settlement therdettfd without its consent. If notice is
given to an indemnifying party of the commencenwrany proceeding and it does not, within fifte@d)(business days after the indemnified
party's notice is given, give naotice to the indefiediparty of its election to assume the defensesitif, the indemnifying party shall be bound
by any determination made in such action or anypromise or settlement thereof effected by the imiéed party. Notwithstanding the
foregoing, if an indemnified party determines iroddaith that there is a reasonable probability thproceeding may adversely affect it or its
Affiliates other than as a
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result of monetary damages, such indemnified pagy, by notice to the indemnifying party, assurreedkclusive right to defend,
compromise or settle such proceeding, but the imifging party shall not be bound by any determioatof a proceeding so defended or any
compromise or settlement thereof effected withtaitonsent (which shall not be unreasonably witth&ll indemnification obligations of
the parties hereto shall survive any terminatiothef Agreement pursuant to Article IX hereof.

IX. TERMINATION.

9.01 TERMINATION EVENTS. This Merger Agreement miag terminated and the Merger may be abandonedydinaa prior to the
Effective Time without prejudice to any other riglttr remedies either party may have:

(a) by mutual written consent, duly authorized ey Boards of Directors of Veeco, Acquisition and @ompany;

(b) by either Veeco and Acquisition or the Compdmany Governmental Authority shall have issuedeadter, decree, injunction or judgment

become final and nonappealable;

(c) by either Veeco and Acquisition or the Compdrilie Effective Time shall not have occurred orbefore 5:00 p.m., Eastern Time, on
September 30, 1997; provided that the right to eaie this Merger Agreement under this Section @)0dhall not be available to any party
whose failure to fulfill any obligation under tHiderger Agreement has been the cause of, or raaulise failure of the Effective Time to
have occurred within such period; or

(d) by either Veeco and Acquisition or the Comphpynotice to the other if the satisfaction of amydition to the obligations of the
terminating party has been rendered impossible.

9.02 EFFECT OF TERMINATION. In the event this Merdeggreement is terminated pursuant to Section @bfurther obligations of the
parties hereunder shall terminate, except thaplitigations set forth in Article VIII and Sectio®.D1 shall survive. Each party's right of
termination hereunder is in addition to any othghts it may have hereunder or otherwise and tleecise of a right of termination shall not
be an election of remedies.

9.03 AMENDMENT. To the extent permitted by applitataw, this Merger Agreement may be amended bgmtaken by or on behalf of
the respective Boards of Directors of the Compard/\éeeco, at any time; provided, however, thatpfeing approval by stockholders no
amendment shall be made which under the ABCA oDIBEL would require the further approval of thectioolders without obtaining such
approval. This Merger Agreement may not be amemotedpt by an instrument in writing signed on bebéHill of the parties hereto.

X. MISCELLANEOUS.

10.01 CONFIDENTIALITY. Between the date of this Mer Agreement and the Closing Date, each partymaihtain in confidence, and
cause its directors, officers, employees, agerdsadnisors to maintain in strict confidence, alitten, oral or other information obtained frc
another party in connection with this Merger Agreaor the transactions contemplated hereby, imydvithout limitation, sources of
supply, vendors, customers, costs, pricing prastizade secrets and other Intellectual Propeatgries and wages, employee benefits,
financial information, business plans, budgets, katimg plans and projections and all other proprietnformation (collectively, the
"CONFIDENTIAL INFORMATION"), unless (i) the use a&fuch information is necessary or appropriate ininga&ny filing or obtaining any
consent or approval required for the consummatfahetransactions contemplated hereby and the ptiméy consents to such disclosure or
(i) the furnishing or use of such information eéxjuired by law. If the transactions

A-29



contemplated by this Merger Agreement are not comsated, each party receiving another party's Cenfidl Information will return or, at
the disclosing party's option, destroy all of s@dnfidential Information, including, but not limdeo, all copies thereof and extracts
therefrom and shall not use such Confidential imfation in any manner which may be detrimental todisclosing party or its Affiliates.
Notwithstanding the foregoing, the Company mayiimf@mployees of the Company as they deem necessdpsirable of the existence
this Merger Agreement.

10.02 EXPENSES. Except as expressly otherwise gedviherein, each party shall bear its own expensesred in connection with the
preparation, execution and performance of this MeAgreement and the transaction contemplated hemetluding all fees and expenses of
agents, representatives, counsel and accountants.

10.03 PUBLIC ANNOUNCEMENTS. Subject to any requiemmof applicable law, all public announcementsiorilar publicity with respec
to this Merger Agreement or the transactions coptatad hereby shall be issued only with the consékieeco and the Company. Unless
consented to by each party hereto in advance farithre Closing, all parties hereto shall keep ttowigions of this Merger Agreement strictly
confidential and make no disclosure thereof to Regson, other than such party's respective leghfiaancial advisors, subject to the
requirements of applicable law.

10.04 SUCCESSORS. This Merger Agreement shall ibeing upon and shall inure to the benefit of theips hereto and their respective
successors and permitted assigns.

10.05 FURTHER ASSURANCES. Each of the parties loeagtrees that it will, from time to time after tthate of this Merger Agreement,
execute and deliver such other certificates, docusn@nd instruments and take such other actionagsba reasonably requested by the other
party to carry out the actions and transactionseroplated by this Merger Agreement.

10.06 WAIVER. Any provision of this Merger Agreemanay be waived at any time by the party whichnitied to the benefits thereof. No
such waiver shall be effective unless in writingl aigned by the Company and Veeco.

10.07 ENTIRE AGREEMENT. This Merger Agreement (tthgee with the certificates, agreements, Exhibithe®lules, instruments and other
documents referred to herein) constitutes theeatjreement between the parties with respect teutbject matter hereof and thereof and
supersedes all prior agreements, both written aal¢ with respect to such subject matter.

10.08 GOVERNING LAW. THIS MERGER AGREEMENT SHALL BEOVERNED BY AND CONSTRUED IN ACCORDANCE WITH
THE LAWS OF THE STATE OF NEW YORK APPLICABLE TO AGEEMENTS MADE AND PERFORMED IN SUCH STATE AND
WITHOUT REGARD TO CONFLICTS OF LAW DOCTRINES EXCEPIO THE EXTENT THAT CERTAIN MATTERS ARE
PREEMPTED BY FEDERAL LAW OR ARE GOVERNED BY THE LAWF THE JURISDICTION OF ORGANIZATION OF THE
RESPECTIVE PARTIES.

10.09 ASSIGNMENT. Neither Veeco, Acquisition noet@ompany may assign this Merger Agreement to #mgrderson without the prior
written consent of the other parties hereto.

10.10 NOTICES. All notices and other communicatibaseunder shall be in writing and shall be deetodthve been duly given (a) when
delivered personally, (b) when transmitted by tefsc(receipt confirmed), (c) on the fifth business following mailing by registered or
certified mail (return receipt requested), or (d)tbe next business day following deposit with aaraight delivery service of national
reputation, to the parties at the following addesssnd telecopy numbers (or at such other addréskoopy number for a party as may be
specified by like notice):
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If to Veeco or Acquisition:

Terminal Drive

Plainview, New York 11803

Attention: Edward H. Braun,

Chairman, President and Chief Executive Officeepabne: (516) 349-8300
Telecopy: (516) 349-9079

With a copy to:

Kaye, Scholer, Fierman, Hays & Handler, LLP 425kParenue
New York, New York 1002:

Attention: Rory A. Greiss, Esq.

Telephone: (212) 836-8261

Telecopy: (212) 836-7152

If to the Company:

2650 East Elvira Road
Tucson, Arizona 85706

Attention: James C. Wyant, President Telephoned)(321-1044
Telecopy: (520) 294-1799

With a copy to:

Morrison & Foerster LLP

755 Page Mill Road

Palo Alto, California 94304

Attention: Michael C. Phillips, Esq. Telephone: $4813-5620
Telecopy: (415) 494-0792

10.11 HEADINGS. The headings contained in this Merygreement are for reference purposes only aalliisbt affect in any way the
meaning or interpretation of this Merger Agreement.

10.12 COUNTERPARTS. This Merger Agreement may kexated in multiple counterparts, all of which shmdlconsidered one and the
same agreement, and shall become effective whenramere counterparts have been signed by eadteqddrties and delivered to the other
party, it being understood that both parties nesdsign the same counterpart.

10.13 EXHIBITS AND SCHEDULES. The Exhibits and Sdhkes to this Merger Agreement are incorporatedetbgrence herein and are
made a part hereof as if they were fully set ftwthein.

10.14 SEVERABILITY. The invalidity of any term oertms of this Merger Agreement shall not affect ather term of this Merger
Agreement, which shall remain in full force andeett

10.15 NO THIRD-PARTY BENEFICIARIES. There are narthparty beneficiaries of this Merger Agreemenbbthe transactions
contemplated hereby and nothing contained hereith s deemed to confer upon any one other thapahtees hereto (and their permitted
successors and assigns) any right to insist upém emforce the performance of any of the obligegioontained herein.

10.16 TIME OF THE ESSENCE. Time is of the essenitk mespect to the obligations of the parties hedeuw.
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IN WITNESS WHEREOF, the parties have executedesger Agreement as of the date first above written
VEECO INSTRUMENTS INC.

By: /s/ EDWARD H. BRAUN

Name: Edward H. Braun
Title: Chai rman, Chief Executive Oficer
and Presi dent
VEECO ACQUI SI TI ON CORP.

By: /s/ EDWARD H. BRAUN

Name: Edward H. Braun
Title: Presi dent

WYKO CORPORATION

By: [/s/ JAMES C. WYANT

Name: Janes C. Want
Title: Presi dent

By: /s/ ESTHER J. DAVENPORT

Name: Esther J. Davenport
Title: Executive Vice President

/sl JOHN B. HAYES

John B. Hayes

/sl JAMES C. WYANT

James C. Want

/sl LOU SE WYANT

Loui se Want

/sl ESTHER J. DAVENPORT

Est her J. Davenport
/'s/ ROBERTO CONSTANTAKI S

Robert o Const ant aki s
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EXHIBIT A-1

ARTICLES OF AMENDMENT AND MERGER
OF
WYKO CORPORATION
AND
VEECO ACQUISITION CORP.

To the Arizona Corporation Commission:

Pursuant to the provisions of the Arizona Busir@smgporation Act governing the merger of one or noweestic corporations with a foreign
corporation, the undersigned does hereby adogbtlosving Articles of Amendment and Merger:

FIRST: The names of the corporations party to tkeeger are Wyko Corporation (the "Company"), an #mia corporation, and Veeco
Acquisition Corp. ("Acquisition”), a Delaware comation and a wholly-owned subsidiary of Veeco lastents Inc., a Delaware corporation
("Veeco").

SECOND: Annexed hereto and made a part hereogiggineement and Plan of Merger (the "AgreementRiad of Merger"), dated April ,
1997, among Veeco, Acquisition and the CompanythedCompany's securityholders, as approved byutsnlof the Board of Directors of
each said corporation.

THIRD: The name of the surviving corporation (tfg&utviving Corporation™) is Wyko Corporation. Thedaéss of the place of business of
Surviving Corporation is 2650 East Elvira Road, Jart, Arizona, 85706.

FOURTH: The name of the statutory agent of the Bimg Corporation is , and its address is .

FIFTH: The Certificate of Incorporation of Acquisit shall constitute the Certificate of Incorpooatiof the Surviving Corporation. An
amendment to Article 1 of the Certificate of Incoration of Acquisition shall be effected by the gemrsuch that Article 1 shall read in its
entirety as follows:

"The name of the corporation is Wyko Corporation."

SIXTH: The number of shares of the Company whichewaitstanding at the time of the approval of tigge®ment and Plan of Merger by its
shareholders was 281,250 Class A Common Stocéf alhich were entitled to vote on such Agreemeriit281,250 shares of Class A
Common Stock were voted in favor of the Agreemeiat Blan of Merger.

SEVENTH: The number of shares of Acquisition whiegdre outstanding at the time of the approval ofAgjeeement and Plan of Merger by
its sole shareholder was 100, all of which arerd olass of common stock and are entitled to votsugh Agreement. All 100 shares were
voted in favor of the Agreement and Plan of Merger.

Executed on this day of , 1997.

SURVIVING CORPORATION:

By:
Name:
Title:
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EXHIBIT A-2

CERTIFICATE OF MERGER

OF

VEECO ACQUISITION CORP.

(a Delaware corporation)
INTO

WYKO CORPORATION

(an Arizona corporation)
Pursuant to Section 252 of the

General Corporation Law of the State of Delaware

The undersigned corporation hereby certifies devia:

1. The names of the constituent corporations aer¥écquisition Corp., a Delaware corporation ("Aisition") and a wholly-owned
subsidiary of Veeco Instruments Inc., a Delawampation ("Veeco"), and Wyko Corporation, an Anzocorporation (the "Company").

2. The Agreement and Plan of Merger (the "AgreeraeantPlan of Merger") among Veeco, Acquisition #melCompany and its
securityholders has been approved, adopted, eeitéixecuted and acknowledged by Acquisition aadhmpany in accordance with Sec
252(c) of the General Corporation Law of the StdtBelaware.

3. The name of the surviving corporation (the "$ting Corporation") is Wyko Corporation.

4. The Certificate of Incorporation of Acquisitishall constitute the Certificate of Incorporatidrtlee Surviving Corporation. An amendment
to Article 1 of the Certificate of Incorporation Atquisition shall be effected by the merger suedt Article 1 shall read in its entirety as
follows:

"The name of the corporation is Wyko Corporation."

5. The executed Agreement and Plan of Merger fi®at the office of the Surviving Corporation bted at 2650 East Elvira Road, Tucson,
Arizona, 85706. A copy of the Agreement and PlaMefger will be furnished by the Surviving Corpaoat, without cost, to any stockholder
of Acquisition or the Company who sends a writteguest therefor to the Surviving Corporation atiddress set forth in the preceding
sentence.
Dated: , 1997
SURVIVING CORPORATION:

By:

Name:

Title:
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EXHIBIT B

NOTICE OF NON U.S. REAL PROPERTY HOLDING CORPORATIO N STATUS
PURSUANT TO TREASURY REGULATION SECTION 1.897(H) AND
CERTIFICATION OF NON-FOREIGN STATUS

Pursuant to an Agreement and Plan of Merger, degexf April , 1997, among Veeco Instruments In®Ogdaware corporation ("Acquiror"),
Veeco Acquisition Corp., a Delaware corporation anaholly-owned subsidiary of Acquiror ("Sub"), awéyko Corporation, an Arizona
corporation ("Target"), and Wyko's securityholdeSap shall be merged with and into Target, and diasyall become a wholly-owned
subsidiary of Acquiror. In completing such merg&equiror and/or Sub shall receive shares of Tacgetmon stock ("“Common Stock™") in
exchange for the merger consideration providednfeuch Agreement and Plan of Merger.

Section 1445 of the Internal Revenue Code of 188@mended (the "Code"), provides that a transfefrad).S. Real Property Interest (as
defined below) must withhold tax if the transfeima U.S. person. In order to confirm that neithequiror nor Sub, as transferees, are
required to withhold tax upon the receipt of Tar§Getmmon Stock in exchange for the merger consierahe undersigned, in his capacity
as President of Target, hereby certifies as follows

1. The Common Stock of Target to be received byuftoq and/or Sub pursuant to the merger does nudtitate a U.S. Real Property
Interest, as that term is defined in Section 89Z§¢A)(ii) of the Code;

2. The determination in Paragraph 1, above, isthasea determination by Target that Target is motlzas not been a U.S. Real Property
Holding Corporation, as that term is defined int®ec897(c)(2) of the Code, during the five-yearipe preceding the date of this Notice, as
indicated below;

3. Target is not a foreign corporation, foreigntparship, foreign trust or foreign estate (as theses are defined in the Code and the Income
Tax Regulations); 4. Target's U.S. employer ide@tfon number is ; and 5. Target's office addie&650 East Elvira Road, Tucson, Arizona
85706.

This Notice is made in accordance with the requineis of Treasury Regulation Section 1.897-2(h)g&aunderstands that any false
statement contained herein could be punished ey iimprisonment, or both.

Under penalties of perjury, | declare that | haxareined this Notice and to the best of my knowledge belief it is true, correct and
complete, and | further declare that | have authdoi sign this document on behalf of Target.

WYKO C ORPORATION

Dated: , 1997 By:

Name:
Title: President
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NOTICE TO THE INTERNAL REVENUE SERVICE

This Notice is being provided by Wyko Corporatian, Arizona corporation ("Target"), pursuant to tequirements of Treasury Regulation
Section 1.897-2(h)(2).

Target is located at 2650 East Elvira Road, TucAozpna 85706. Target's Taxpayer ldentificationiher is .

The attached Certificate of Non U.S. Real PropEididing Corporation Status was not requested lyreidn interest holder. Such Certificate
was requested by Veeco Instruments Inc., a Delas@moration ("Acquiror") and Veeco Acquisition @ora Delaware corporation ("Merc
Sub"), the transferees of the stock of Target. Arcgqand Merger Sub are located at Terminal DriRMajnview, New York 11803. Acquiror's
Taxpayer Identification Number is .

The interests in question, shares of Target comstmek to be received by Acquiror and Merger Sulspant to an Agreement and Plan of
Merger, are not U.S. Real Property Interests.

Under penalties of perjury, | declare that | haxareined this Notice and the attachment hereto autidet best of my knowledge and belief
they are true, correct and complete, and | furtlestare that | have authority to sign this docunmenbehalf of Target.

WYKO C ORPORATION
Dated: , 1997 By:
Name:
Title:
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[Letterhead of Wyko Corporation]

Veeco Instruments Inc.

Terminal Drive

Plainview, New York 11803

Attn: Edward H. Braun, Chairman, President and CEO
Dear Mr. Braun:

Pursuant to Section 5.14 of the Agreement and #fldferger, dated as of April , 1997, among Veecirimments Inc., a Delaware
corporation ("Veeco"), Veeco Acquisition Corp., ael@ware corporation and a wholly-owned subsididryeeco ("Acquisition"), and Wyko
Corporation, an Arizona corporation (the "Compangfd Wyko's securityholders, the Company hereltlyasizes Veeco to deliver the
attached form of notice to the Internal Revenueri8eron behalf of the Company upon the Closinchefierger.

Capitalized terms not defined in this letter hawe $ame meaning as set forth in the above refedehgeeement and Plan of Merger.

Very truly yours,
WYKO CORPORATION

By:

James C. Wyant
PRESIDENT
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EXHIBIT C-1
AFFILIATES AGREEMENT

THIS AFFILIATES AGREEMENT (the "Affiliates Agreemet) is entered into as of the day of April, 199&een Veeco Instruments Inc.
Delaware corporation ("Acquiror"), and the undengid shareholder (the "Shareholder") of Wyko Corfianaan Arizona corporation
("Target").

RECITALS

A. Target, Acquiror and Veeco Acquisition CorpDealaware corporation and a wholly-owned subsidamcquiror ("Merger Sub"), have
entered into an Agreement and Plan of Merger, daped , 1997 (the "Merger Agreement"), pursuantbich Merger Sub will be merged
into Target (the "Merger"), and Target will becomerholly-owned subsidiary of Acquiror.

B. Upon the consummation of the Merger and in cotioe therewith, the undersigned Shareholder veitdme the owner of shares of
common stock, $.01 par value per share, of Acq(trer "Acquiror Shares").

C. The parties to the Merger Agreement intend teseahe Merger to be accounted for as a poolingtefests pursuant to APB Opinion No.
16, Staff Accounting Series Releases No. 130, 185146 and Staff Accounting Bulletins Topic Two.

NOW, THEREFORE, in consideration of the premises hie mutual agreements, provisions and covenanfsrgh in the Merger Agreeme
and in this Affiliates Agreement, it is hereby agpleas follows:

1. The undersigned Shareholder hereby agrees that:

(&) The undersigned Shareholder may be deemed(tmibdoes not hereby admit to be) an "affiliateTarget within the meaning of Rule
144 under the Securities Act of 1933, as amended"Gecurities Act"), and Accounting Series Relddsel30, as amended, of the Securities
and Exchange Commission (the "SEC") ("Release R0")1

(b) The undersigned Shareholder will not sell, exale, transfer, pledge, dispose of or otherwiseaethe undersigned Shareholder's risk
relative to the Acquiror Shares or any part theradfl such time after the Effective Time of the fder as financial results covering at least
thirty (30) days of the combined operations of Aicguand Target after the Effective Time of the lgker have been, within the meaning of
said Release No. 130, filed by Acquiror with theCS&t published by Acquiror in an Annual Report v 10-K, a Quarterly Report on
Form 10-Q, a Current Report on Form 8-K, a quartearnings report, a press release or other pigsiimnce that includes combined sales
and income of Target and Acquiror. Acquiror agreesiake such filing or publication as soon as pcabte and to notify the undersigned
Shareholder promptly upon making such filing or [mation. The undersigned will not, during the thi€30) day period prior to the Effective
Time of the Merger as determined in Acquiror's oeable discretion, sell, exchange, transfer, pledigpose of or otherwise reduce the
undersigned Shareholder's risk relative to the Aogshares or any part thereof (including any dgfon, within such period, of
Shareholder's shares of Target Common Stock).

(c) The undersigned Shareholder has, and as dfthetive Time of the Merger will have, no presetan or intent (a "Plan”) to engage in a
sale, exchange, transfer, pledge, disposition proétmer transaction (including a distribution bpaxtnership to its partners or by a corporation
to its shareholders) that results in a reductiotihérisk of ownership (collectively, a "Sale") tvitespect to more than fifty percent (50%) of
the shares of Acquiror Common Stock to be acquisethe undersigned Shareholder upon consummatitimedflerger. The undersigned
Shareholder is not
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aware of, or participating in, any Plan on the péifarget's shareholders to engage in Sales aftthees of Acquiror Common Stock to be
issued in the Merger such that the aggregate faiket value, as of the Effective Time of the Mergérthe shares subject to such Sales w
exceed fifty percent (50%) of the aggregate fairketvalue of all shares of outstanding Target Camitock immediately prior to the
Merger. A Sale of Acquiror Common Stock shall besidered to have occurred pursuant to a Plan if Sate occurs in a transaction that is
in contemplation of, or related or pursuant to, Merger Agreement (a "Related Transaction"). Initald shares of Target Common Stock
exchanged for cash in lieu of fractional share8affuiror Common Stock and (ii) with respect to whic Sale occurred in a Related
Transaction prior to the Merger shall be consideodaave been shares of outstanding Target Comrtomk $hat were exchanged for
Acquiror Common Stock in the Merger and then digplasf pursuant to a Plan. If any of the undersigBledreholder's representations in this
subsection (c) ceases to be true at any time furitire Effective Time of the Merger, the undersyshareholder shall deliver to each of
Target and Acquiror, prior to the Effective Timeth& Merger, a written statement to that effectdpt as otherwise set forth in Appendix A,
the undersigned Shareholder has not engaged Ie afsany shares of Target Common Stock since .Ukttkersigned Shareholder underst:
and acknowledges that Target, Acquiror and theipeetive shareholders, as well as legal counskhitget and Acquiror, are entitled to rely
on (i) the truth and accuracy of the undersignear&tolder's representations contained thereinigntig undersigned Shareholder's
performance of the obligations set forth herein.

(d) Subject to paragraphs (b) and (c) of this ®ectj, the undersigned Shareholder agrees noteo, s#ll, exchange, transfer, pledge or
otherwise dispose of any of the Acquiror Sharegsssht that time the time period set forth in paalg (b) of this Section 1 has expired and
either:

(i) such transaction is permitted pursuant to ttevigions of Rule 145(d) under the Securities Act;

(i) counsel representing the undersigned Sharehotdtisfactory to Acquiror, shall have advisedjéicor in a written opinion letter
satisfactory to Acquiror and Acquiror's counseld apon which Acquiror and its counsel may relyt tharegistration under the Securities
is required in connection with the proposed sasmdfer or other disposition;

(iii) a registration statement under the Securifiescovering the Acquiror Shares proposed to he, smnsferred or otherwise disposed of,
describing the manner and terms of the proposex sahsfer or other disposition, and containimyi@ent prospectus, is filed with the SEC
and made effective under the Securities Act; or

(iv) an authorized representative of the SEC gtk rendered written advice to the undersignedeBbéder (sought by the undersigned
Shareholder or counsel to the undersigned Sharehaelith a copy thereof and of all other relatechawunications delivered to Acquiror) to
the effect that the SEC will take no action, ot tie staff of the SEC will not recommend that 8€C take action, with respect to the
proposed offer, sale, exchange, transfer, pledg¢har disposition if consummated.

(e) All certificates representing the Acquiror Sémdeliverable to the undersigned Shareholder patsa the Merger Agreement and in
connection with the Merger and any certificatessggjoiently issued with respect thereto or in suligtit therefor shall, unless one or more of
the alternative conditions set forth in the subgeaphs of paragraph (d) of this Section 1 shalkhascurred, bear a legend substantially as
follows:

"The shares represented by this certificate mayaatffered, sold, exchanged, transferred, pledgedherwise disposed of except in
accordance with the requirements of the Secut@of 1933, as amended, and the other conditipasified in
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that certain Affiliates Agreement, dated as of Apfi997, between Acquiror and , a copy of whicliilistes Agreement may be inspected by
the holder of this certificate at the offices ofgdéror, or Acquiror will furnish, without charge,capy thereof to the holder of this certificate
upon written request therefor."

Acquiror, at its discretion, may cause stop transfders to be placed with its transfer agent wéipect to the certificates for the Acquiror
Shares but not as to the certificates for any gfattte Acquiror Shares as to which said legenditonger appropriate when one or more of
the alternative conditions set forth in the subgeaphs of paragraph (d) of this Section 1 shalkhaacurred.

(f) The undersigned Shareholder will observe andplg with the Securities Act and the General Raled Regulations thereunder, as now in
effect and as from time to time amended and indlgidhose hereafter enacted or promulgated, in atiomewith any offer, sale, exchange,
transfer, pledge or other disposition of the AcquiBhares or any part thereof.

(9) The undersigned Shareholder undertakes angsagvendemnify and hold harmless Acquiror, Targat] each of their respective current
and future officers and directors and each peii$amy, who now or hereafter controls or may coh&oquiror or Target within the meaning
of the Securities Act (an "Indemnified Person"nfrand against any and all claims, demands, acti@uses of action, losses, costs, dams
liabilities and expenses ("Claims") based uporsigi out of or resulting from any breach or norifiuffent of any undertaking, covenant or
agreement made by the undersigned Shareholdebsgestion (b), (c), (d) or (f) of this Section 1,aaused by or attributable to the
undersigned Shareholder, or the undersigned SHdegtwagents or employees, or representativeketspdealers and/or underwriters ins
as they are acting on behalf of and in accordanttethe instruction of or with the knowledge of thedersigned Shareholder, in connection
with or relating to any offer, sale, pledge, transir other disposition of any of the Acquiror S¥sby or on behalf of the undersigned
Shareholder, which claim or claims result from angach or nonfulfillment as set forth above. Théeimnification set forth herein shall be in
addition to any liability that the undersigned S3taider may otherwise have to the Indemnified Rerso

(h) Promptly after receiving definitive notice afyaClaim in respect of which an Indemnified Persway seek indemnification under this
Affiliates Agreement, such Indemnified Person skabmit notice thereof to the undersigned Sharetiolthe omission by the Indemnified
Person so to notify the undersigned Shareholdangfsuch Claim shall not relieve the undersignear&tolder from any liability the
undersigned Shareholder may have hereunder excépe extent that (i) such liability was causedhareased by such omission, or (i) the
ability of the undersigned Shareholder to reducesedend against such liability was adversely aéddiy such omission. The omission of the
Indemnified Person so to notify the undersignedr&malder of any such Claim shall not relieve thdamigned Shareholder from any liabi
the undersigned Shareholder may have otherwisehii@under. The Indemnified Persons and the umggerdiShareholder shall cooperate
with and assist one another in the defense of daynGand any action, suit or proceeding arisingannection therewith.

2. REPORTS. From and after the Effective Time effMherger and for so long as necessary in ordeetmip the undersigned Shareholder to
sell the Acquiror Shares pursuant to Rule 145 amthe extent applicable, Rule 144 under the Sgesrict, Acquiror will file on a timely
basis all reports required to be filed by it pursua Section 13 or 15(d) of the Securities Excleafgt of 1934, referred to in paragraph (c
of Rule 144 under the Securities Act (or, if apalite, Acquiror will make publicly available the amfnation regarding itself referred to in
paragraph (c)(2) of Rule 144), in order to periné tindersigned Shareholder to sell, pursuant ttetihes and conditions of Rule 145 and the
applicable provisions of Rule 144, the Acquiror f&isa

3. WAIVER. No waiver by any party hereto of any ddion or of any breach of any provision of thisfifites Agreement shall be effective
unless in writing.
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4. NOTICES. All notices, requests, demands or othenmunications that are required or may be givasyant to the terms of this Affiliates
Agreement shall be in writing and shall be deenoeliaive been duly given if delivered by hand or ethldy registered or certified mail,
postage prepaid, as follows:

(a) If to the Shareholder, at the address set fuetbw the Shareholder's signature at the end hereo
(b) If to Acquiror, Target or the other Indemnifi€grsons:

Veeco Instruments Inc.

Terminal Drive

Plainview, New York 11803

Attention: Chairman, President and Chief Execu@fBicer Facsimile No.: (516) 349-9079 Telephone:Nb16) 349-8300

with a copy (which shall not constitute notice) to:

Kaye, Scholer, Fierman, Hays & Handler, LLP 425kPrenue
New York, New York 1002:
Attention: Rory Greiss, Esq.

Facsimile No.: (212) 836-7152
Telephone No.: (212) 836-8261
and

Wyko Corporation

2650 East Elvira Road

Tucson, Arizona 85706

Attention: James C. Wyant

Facsimile No.: (520) 294-1799 Telephone No.: (524)-1044

with a copy (which shall not constitute notice) to:

Morrison & Foerster LLP

755 Page Mill Road

Palo Alto, CA 94304-1018
Attention: Michael Phillips, Esq.

Facsimile No.: (415) 494-0792
Telephone No.: (415) 813-5600
or to such other address as any party hereto omaleymnified Person may designate for itself byigeogiven as herein provided.

5. COUNTERPARTS. For the convenience of the pahergto, this Affiliates Agreement may be executedne or more counterparts, each
of which shall be deemed an original, but all ofisthtogether shall constitute one and the samerdenti

6. SUCCESSORS AND ASSIGNS. This Affiliates Agreeingtmall be enforceable by, and shall inure to tedlfit of and be binding upon,
the parties hereto and their respective succeasorassigns. Moreover, this Affiliates Agreemerdlishe enforceable by, and shall inure to
the benefit of, the Indemnified Persons and trespective successors and assigns. As used héeiterin "successors and assigns" shall
mean, where the context so permits, heirs, exeguadiministrators, trustees and successor trustedgersonal and other representatives.
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7. GOVERNING LAW. This Affiliates Agreement shalélgoverned by and construed, interpreted and esddrcaccordance with the laws
the State of New York.

8. EFFECTIVENESS; SEVERABILITY. This Affiliates Agement shall become effective at the Effective Tah#he Merger. If a court of
competent jurisdiction determines that any provisibthis Affiliates Agreement is unenforceableeoforceable only if limited in time and/or
scope, this Affiliates Agreement shall continuduh force and effect with such provision strickenso limited.

9. EFFECT OF HEADINGS. The section headings heseénfor convenience only and shall not affect thestruction or interpretation of tr
Affiliates Agreement.

10. DEFINITIONS. All capitalized terms used hershall have the meaning defined in the Merger Ageginunless otherwise defined
herein.

IN WITNESS WHEREOF, the parties have caused thfdidtes Agreement to be executed as of the dasé dbove written.

ACQUIROR SHAREHOLDER

By:

Edward H. Braun (Signature)
Chairman, President and
Chief Executive Officer

(Print Name)

(Print Address)

(Print Telephone Number)
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EXHIBIT C-2
AFFILIATES AGREEMENT

THIS AFFILIATES AGREEMENT (the "Affiliates Agreemet) is entered into as of the day of April, 199&een Veeco Instruments Inc.
Delaware corporation ("Acquiror"), and the undengid holder (the "Shareholder") of shares of comstook, $.01 par value per share (the
"Acquiror Shares"), of Acquiror.

RECITALS

A. Wyko Corporation, an Arizona corporation ("TargeAcquiror and Veeco Acquisition Corp., a Delag&orporation and a wholly-owned
subsidiary of Acquiror ("Merger Sub"), have enteietd an Agreement and Plan of Merger, dated A@#97 (the "Merger Agreement"),
pursuant to which Merger Sub will be merged intogEa (the "Merger"), and Target will become a whallvned subsidiary of Acquiror.

B. The parties to the Merger Agreement intend tesseghe Merger to be accounted for as a poolingtefests pursuant to APB Opinion No.
16, Accounting Series Releases No. 130, 135 anaadStaff Accounting Bulletins Topic Two.

NOW, THEREFORE, in consideration of the premises i@ mutual agreements, provisions and covenanfsih in the Merger Agreeme
and in this Affiliates Agreement, it is hereby agpleas follows:

1. The undersigned Shareholder hereby agrees that:

(&) The undersigned Shareholder may be deemed(tmubdoes not hereby admit to be) an "affiliateAoquiror within the meaning of Rule
144 under the Securities Act of 1933, as amended"Gecurities Act"), and Accounting Series Relddsel30, as amended, of the Securities
and Exchange Commission (the "SEC") ("Release R0")1

(b) The undersigned Shareholder will not sell, exde, transfer, pledge, dispose of or otherwiseaethe undersigned Shareholder's risk
relative to the Acquiror Shares or any part theredfl such time after the Effective Time of the ider as financial results covering at least
thirty (30) days of the combined operations of Aicguand Target after the Effective Time of the lgker have been, within the meaning of
said Release No. 130, filed by Acquiror with theCS&t published by Acquiror in an Annual Report Tk 10-K, a Quarterly Report on
Form 10-Q, a Current Report on Form 8-K, a quartedrnings report, a press release or other pigslimnce that includes combined sales
and income of Target and Acquiror. Acquiror agreesiake such filing or publication as soon as jicabte and to notify the undersigned
Shareholder promptly upon making such filing or [mation. The undersigned will not, during the thi€30) day period prior to the Effective
Time of the Merger, sell, exchange, transfer, péediispose of or otherwise reduce the undersighedeBolder's risk relative to the Acquiror
Shares or any part thereof.

(c) The undersigned Shareholder undertakes anésatweéndemnify and hold harmless Acquiror, Taayet each of their respective current
and future officers and directors and each peii$amy, who now or hereafter controls or may coh&oquiror or Target within the meaning
of the Securities Act (an "Indemnified Person")ffrand against any and all claims, demands, actoauses of action, losses, costs, dams
liabilities and expenses ("Claims") based uporsigi out of or resulting from any breach or norifinffent of any undertaking, covenant or
agreement made by the undersigned Shareholdebsgestion (b) of this Section 1, or caused by oilattable to the undersigned
Shareholder, or the undersigned Shareholder's gereimployees, or representatives, brokers, deafet/or underwriters insofar as they are
acting on behalf of and in accordance with the

A-C-2-1



instruction of or with the knowledge of the undgrséd Shareholder, in connection with or relatingrg offer, sale, pledge, transfer or other
disposition of any of the Acquiror Shares by orbaialf of the undersigned Shareholder, which clairdlaims result from any breach or
nonfulfillment as set forth above. The indemnifioatset forth herein shall be in addition to arapllity that the undersigned Shareholder r
otherwise have to the Indemnified Persons.

(d) Promptly after receiving definitive notice afyaClaim in respect of which an Indemnified Persway seek indemnification under this
Affiliates Agreement, such Indemnified Person skabmit notice thereof to the undersigned Shareolthe omission by the Indemnified
Person so to notify the undersigned Shareholdangfsuch Claim shall not relieve the undersignear&tolder from any liability the
undersigned Shareholder may have hereunder excépa extent that (i) such liability was causedhareased by such omission, or (i) the
ability of the undersigned Shareholder to reducdefend against such liability was adversely aéfiddiy such omission. The omission of the
Indemnified Person so to notify the undersignedr&iader of any such Claim shall not relieve thdamigned Shareholder from any liabi
the undersigned Shareholder may have otherwisehii@under. The Indemnified Persons and the umggerdiShareholder shall cooperate
with and assist one another in the defense of daynGand any action, suit or proceeding arisingannection therewith.

2. WAIVER. No waiver by any party hereto of any ddion or of any breach of any provision of thisfifites Agreement shall be effective
unless in writing.

3. NOTICES. All notices, requests, demands or otlhermunications that are required or may be givesyant to the terms of this Affiliates
Agreement shall be in writing and shall be deeneelsiaive been duly given if delivered by hand or ethlby registered or certified mail,
postage prepaid, as follows:

(a) If to the Shareholder, at the address set fuetbw the Shareholder's signature at the end hereo
(b) If to Acquiror, Target or the other Indemnifi€grsons:

Veeco Instruments Inc.

Terminal Drive

Plainview, New York 11803

Attention: Chairman, President and Chief Execu@fBcer Fax: (516) 349-9079
Tel: (516) 349-8300

with a copy (which shall not constitute notice) to:

Kaye, Scholer, Fierman, Hays & Handler, LLP 425kPsrenue
New York, New York 1002.

Attention: Rory Greiss, Esq.

Fax: (212) 836-7152

Tel: (212) 836-8261

and

Wyko Corporation

2650 East Elvira Road
Tucson, Arizona 85706
Attention: James C. Wyant
Fax: (520) 741-1799

Tel: (520) 741-1044
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with a copy (which shall not constitute notice) to:

Morrison & Foerster LLP

755 Page Mill Road

Palo Alto, California 94304-1018 Attention: Michdghillips, Esq. Fax: (415) 494-0792
Tel: (415) 813-5600

or to such other address as any party hereto omaleynnified Person may designate for itself byigeogiven as herein provided.

4. COUNTERPARTS. For the convenience of the pahergto, this Affiliates Agreement may be executedne or more counterparts, each
of which shall be deemed an original, but all ofisthtogether shall constitute one and the samerdenti

5. SUCCESSORS AND ASSIGNS. This Affiliates Agreeingimall be enforceable by, and shall inure to tedlfit of and be binding upon,
the parties hereto and their respective succeasarsssigns. Moreover, this Affiliates Agreemerdlishe enforceable by, and shall inure to
the benefit of, the Indemnified Persons and thepective successor and assigns. As used hereiterth "successors and assigns” shall
mean, where the context so permits, heirs, exeguadiministrators, trustees and successor trustedgersonal and other representatives.

6. GOVERNING LAW. This Affiliates Agreement shalélgoverned by and construed, interpreted and esdarcaccordance with the laws
the State of New York.

7. EFFECTIVENESS; SEVERABILITY. This Affiliates Agement shall become effective at the Effective Tah#he Merger. If a court of
competent jurisdiction determines that any provisidthis Affiliates Agreement is unenforceablesoforceable only if limited in time and/or
scope, this Affiliates Agreement shall continudth force and effect with such provision strickenso limited.

8. EFFECT OF HEADINGS. The section headings heaseénfor convenience only and shall not affect threstruction or interpretation of tr
Affiliates Agreement.

9. DEFINITIONS. All capitalized terms used herelrall have the meaning defined in the Merger Agregmenless otherwise defined herein.
IN WITNESS WHEREOF, the parties have caused thfgidtes Agreement to be executed as of the dasedbove written.

ACQUIROR SHAREHOLDER

By:

Edward H. Braun (Signature)
Chairman, President and
Chief Executive Officer

(Print Name)

(Print Address)

(Print Telephone Number)
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EXHIBIT D
REGISTRATION RIGHTS AGREEMENT

REGISTRATION RIGHTS AGREEMENT, dated as of , 198@&tween Veeco Instruments Inc., a Delaware corjporéthe "Company"), an
John Hayes and James C. Wyant (collectively, thaféholders").

WHEREAS, the Company, Veeco Acquisition Corp., dald@re corporation ("Acquisition"), Wyko Corporati¢"Wyko"), the Shareholders
and certain holders of options to purchase shdresrmomon stock of Wyko have entered into an Agregraed Plan of Merger dated as of
April , 1997 (the "Merger Agreement"), pursuantabich Acquisition, a wholly-owned subsidiary of tBempany, will be merged with and
into Wyko, and Wyko will become a wholly-owned sigiary of the Company (the "Merger"); and

WHEREAS, pursuant to the terms of the Merger, thar&holders' shares of common stock, par valuegkfd%hare of Wyko, will be
converted into the right to receive shares of thenany's common stock; and

WHEREAS, in connection with the Merger and pursuarthe Merger Agreement, the Company has agreptbiode the Shareholders with
certain registration rights as set forth herein.

NOW, THEREFORE, the parties hereto agree as folli
ARTICLE I.
CERTAIN DEFINITIONS
The following terms, as used in this Agreement ehidne following respective meanings:

"PERSON" means any natural person, corporatiortdohpartnership, general partnership, a limitadility company, joint stock company,
joint venture, association, company, trust, banlsttcompany, land trust, business trust or othgautization, whether or not a legal ent
and any government agency or political subdivisrmreof.

"REGISTRABLE SECURITIES" means (i) all or any Shawreceived by the Shareholders in connection wighMerger (all such Shares, the
"Merger Shares"), and (ii) any Shares issued agia@ethd or distribution or issuable upon the cosi@n or exercise of any warrant, right or
other security which is issued as a dividend oepthstribution with respect to, or in exchangedoin replacement of, the Merger Shares.

"SHARES" means the Company's Common Stock, paev&ldl per share.
"SECURITIES ACT" means the Securities Act of 1988 amended.
ARTICLE II.
REGISTRATION RIGHTS

2.01 DEMAND REGISTRATION. (a) If on any occasion&fthe first anniversary of the date hereof onmore of the Shareholders notifies
the Company in writing that he or they wish to offe cause to be offered for public sale a portibthe Registrable Securities at least equal
to 25% of any and all Registrable Securities hekliah time by all of the Shareholders, the Compaitlyso notify all Shareholders holding
Registrable Securities. Upon written request (Sledreholder Request”) of any Shareholder giveninvB days after the receipt by such
Shareholder from the Company of such natificattbe, Company, subject to its obligations under tegifration Rights Agreement, dated as
of
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December 6, 1994 (the "Prior Registration Rightsekgnent”), agrees promptly to prepare and filegéssteation statement with the Securities
and Exchange Commission (the "Commission") to tegisnder the Securities Act all Registrable Sei@srrequested to be registered by the
requesting Shareholders and to use its best effoftave such registration statement declaredtaeféeas promptly as practicable (but in any
event within 90 days after receipt of the SharetioRlequest) as would permit or facilitate the sale distribution of such Shareholder's
Registrable Securities as are specified in sucheBlbéder Request. The Company shall not be reqtireffect more than one registration
pursuant to this Section 2.1.

(b) A Shareholder Request shall state the numbRegistrable Securities requested to be regisemddhe intended method of disposition
thereof. Promptly upon receipt of any Shareholdeguest, the Company will send a notice to all otiwdders of Registrable Securities,
together with a copy of the Shareholder Requeshatide of such public offering. Such other holdersy elect to participate in the
registration by notice to the Company given witBhdays following the date of the Company's nodiceequest for registration.

2.02 INCIDENTAL REGISTRATION. (a) If at any timetaf the date hereof the Company proposes to registeequity securities under the
Securities Act for sale to the public (other thamspant to a registration statement on Form SHoom S-8 (or any successor forms) or any
other forms not available for registering Registea®ecurities for sale to the public), either toe Company's account or for the account of
others, the Company shall, not less than 30 noert@an 90 days prior to the proposed date of fiéinggistration statement under the
Securities Act, give written notice to all holdefsRegistrable Securities of its intention to dodpon the written request of any holder of
Registrable Securities given within 30 days aftensmittal by the Company of such notice, the Cargpaubject to its obligations under the
Prior Registration Rights Agreement, will use iesbefforts to cause the Registrable Securitiesasigd to be registered to be so registered
under the Securities Act. A request pursuant ® Sgction 2.2(a) shall state the number of Regilstr@ecurities requested to be registerec
the intended method of disposition thereof. Thatagyranted in this Section 2.2(a) shall applyaohecase where the Company proposes to
register equity securities regardless of whetheh sights may have been exercised previously.

(b) Nothing in this Agreement shall be deemed tuire the Company to proceed with any registratibits securities pursuant to Section 2.2
after giving the notice provided in paragraph (@)\e.

2.03 SHELF REGISTRATION. (a) At any time after Janul, 1998, a Shareholder may submit a writteneetjto the Company (in the
manner provided in Section 2.1(a)) requesting fratmptly after the expiration of the time peried frth in Section 8.01 of the Merger
Agreement, the Company file with the Commissiorgistration statement under the Securities Actiferoffering on a continuous or dela:
basis in the future of up to 1,500,000 Registr&#eurities, as requested by the Shareholder(dg¢tiokly, the "Shelf Registration™), and,
subject to the provisions hereof, the Company slsalits best efforts to comply with such requéke Shelf Registration shall be on an
appropriate form and the Shelf Registration andfany of prospectus included therein or prospestysplement relating thereto shall reflect
such plan of distribution or method of sale asShareholder(s) may from time to time notify the @amy, including the sale of some or al
the up to 1,500,000 Registrable Securities in dipwifering or, if requested by the Shareholdergsibject to receipt by the Company of such
information (including information relating to purasers) as the Company reasonably may requirdrémsaction constituting (i) a private
placement under Section 3(b) or 4(2) of the Seegrict or (ii) under Rule 144A under the Secusithet in connection with which the
Company undertakes to register such shares aéieraficlusion of such placement to permit such shiaeely to be tradeable by the
purchasers thereof. The Company shall use itsdffests to keep the Shelf Registration continuoufective for the period beginning on the
date on which the Shelf Registration is declardelcéif’e and ending on the first to occur of (1)atin(90) days thereafter and (2) on the first
date that all such Registrable Securities have bekh During the period during which the Shelf Regtion is effective, the Company shall
supplement or make amendments to the Shelf Refistyéf required by the Securities Act or if reaably requested by the Shareholder o
underwriter of Registrable Securities, includingefiect any specific plan of
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distribution or method of sale, and shall useéesonable best efforts to have such supplementaraaddments declared effective, if
required, as soon as practicable after filing.

(b) Notwithstanding the provisions of the first tarce of Section 2.3(a) hereof, the Company slwdlba permitted to effect a Registration
Statement on Form S-4 without first having usedbést efforts to effect a registration relatinghte Shelf Registration referred to in such
Section 2.3(a).

2.04 LIMITATION ON REGISTRATION REQUIREMENT. (a) Eoept as provided in

Section 2.3(b) hereof, the Company shall haveitite to postpone for up to 75 days any registrateuired pursuant to Section 2.1 or
Section 2.3 hereof if the Company determines irddgaith (and so certifies to the Shareholders) thaffiling of such registration statement
would require the disclosure of non-public matein&rmation the disclosure of which would have atemial adverse effect on the Company
or would otherwise adversely affect any proposailan by the Company or any of its subsidiariesrigage in any acquisition of assets (o
than in the ordinary course of business) or anygererconsolidation, tender offer or similar trargac (provided, however, that the Company
may not exercise its right to so delay a regisirapursuant to

Section 2.1 or Section 2.3 hereof more than onemyntwelve-month period).

(b) Except as provided in Section 2.3(b) heread,@mmpany shall not be obligated or required teatfany registration pursuant to Section
2.1(a) or

Section 2.3(a) hereof during the period commenoimghe date falling thirty

(30) days prior to the Company's estimated dafging of, and ending on the date one hundred gi¢h80) days following the effective date
of, any registration statement pertaining to angeumritten registration initiated by the Comparoy, the account of the Company, if the
Shareholder Request shall have been received ydahmany after the Company shall have advised holfeRegistrable Securities that the
Company is contemplating commencing an underwritggistration initiated by the Company (or, in ttase of a Shareholder Request
pursuant to Section 2.3 hereof, if the Companyl stthlise such holders of such intention prior ® éxpiration of the time period set forth in
Section 8.01 of the Merger Agreement); PROVIDED,WEVER, that the Company will use reasonable efftrtsause any such registration
statement to be filed and to become effective aeditiously as shall be reasonably possible.

2.05 REGISTRATION PROCEDURES. If and whenever tloenpany is required by the provisions of this Aditllto use its best efforts to
effect the registration of any securities underSeeurities Act, the Company will within the timerjpds provided herein:

(a) prepare and file with the Commission a regiigtnastatement with respect to such securitiesuaadits best efforts to cause such
registration statement to become and remain effeétir a period of time required for the dispositaf such securities by the holders thereof;

(b) prepare and file with the Commission such amesmits and supplements to such registration stategmelrthe prospectus used in
connection therewith as may be necessary to kedpregistration statement effective and to comgiyr the provisions of the Securities Act
with respect to the sale or other disposition bfaturities covered by such registration stateranatit the earlier of such time as all of such
securities have been disposed of and the date whiuhety (90) days after the date of initial effeeness of such registration statement and
not file any amendment or supplement to such negish statement or prospectus to which the Shédehoshall have reasonably objectec
the grounds that such amendment or supplementrane®mply in all material respects with the requients of the Securities Act, having
been furnished with a copy thereof at the earpestticable date;

(c) furnish to each seller and to each duly autteatiunderwriter of each seller such number of aizbd copies of a prospectus, including
copies of a preliminary prospectus, in conformiijfvthe requirements of the Securities Act, anchsatber documents as such seller or
underwriter may reasonably request in order tdifat# the public sale or other disposition of feeurities owned by such seller;
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(d) use its best efforts to register or qualify seeurities covered by such registration statemedér such securities or blue sky laws of such
jurisdictions as each seller shall request, andrgoand all other acts and things which may bessaog under such securities or blue sky

to enable such seller to consummate the publicaab¢her disposition in such jurisdictions of #exurities to be sold by such seller, except
that the Company shall not for any such purposegeired to qualify to do business in any jurisidictwherein it is not qualified or to file

any general consent to service of process in adly guisdiction;

(e) before filing the registration statement orgmectus or amendments or supplements thereto aythay documents related thereto, furnish
to counsel selected by the holders of Registrabtaifties included in such registration statemepies of all such documents proposed to be
filed, all of which shall be subject to the readdlieaapproval of such counsel;

(f) furnish, at the request of any seller, (1)le tinderwriters, on the date that such sellersriis are delivered to the underwriters for sale
pursuant to such registration, an opinion of tleependent counsel representing the Company fguutgoses of such registration addressed
to such underwriters and to such seller, in sucmfand content as the underwriters and such galigrreasonably request, or (2) if such
securities are not being sold through underwritid¥es) to the sellers, on the date that the registratatement with respect to such securities
becomes effective, an opinion, dated such dateoindependent counsel representing the Compartiiggurposes of such registration in
such form and content as such seller may reasonadphest; and in the case of clauses (1) and ()eala letter dated such date, from the
independent certified public accountants of the Gany addressed to the underwriters, if any, asdéh securities are not being sold through
underwriters, then to the sellers and, if such aotants refuse to deliver such letter to such iglteen to the Company, stating that they are
independent certified public accountants withintieaning of the Securities Act and that, in thenimmi of such accountants, the financial
statements and other financial data of the Compasiyded in the registration statement or the peefys, or any amendment or supplement
thereto, comply as to form in all material respedith the applicable accounting requirements ofSkeurities Act and covering such other
matters as are customarily covered in accountarttafort” letters;

(9) enter into customary agreements (including rashenwriting agreement in customary form) and takehsother actions as are reasonably
required in order to expedite or facilitate thepdisition of such securities;

(h) provide and cause to be maintained a trangfentzand registrar for all Registrable Securitiegeced by such registration statement from
and after a date not later than the effective dageich registration statement;

() notify the Shareholders, at any time when aspeztus relating thereto covered by such registraiatement is required to be delivered
under the Securities Act, of the happening of argneas a result of which the prospectus includeslich registration statement, as then in
effect, includes an untrue statement of a mat&@@lor omits to state a material fact requirebecstated therein or necessary to make the
statements therein not misleading in the lighthef¢ircumstances then existing and, at the reaqui¢lse Shareholders properly prepare and
furnish to the Shareholders a reasonable numbsspiés of a supplement to or an amendment of stadppctus as may be necessary so that
as thereafter delivered to purchasers of such siesyisuch prospectus shall not include an urdtatement of a material fact or omit to sta
material fact required to be stated therein or s&a®y to make the statements therein not misleadilght of the circumstances under which
they were made;

(j) use its best efforts to list all Registrablee@dties covered by such registration statemerdrgnsecurities exchange on which any class of
Registrable Securities is then listed; and
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(k) otherwise use its best efforts to comply wihagplicable rules and regulations of the Comnaissand make available to its security
holders, as soon as reasonably practicable, buawotthan 18 months after the effective daténefregistration statement, an earnings
statement covering the period of at least 12 mobéiggnning with the first full calendar month aftee effective date of such registration
statement, which earnings statements shall sdtisfprovisions of Section 11(a) of the Securities. A

2.06 EXPENSES. All expenses incurred in effectimg iegistrations provided for in this Article Iix@uding underwriters' discounts and
commissions which shall be borne pro rata by thmdders for whom Registrable Securities are be@gistered and, other than as provided at
the end of this

Section 2.6, fees of counsel to the holders of Reale Securities), including without limitatioh megistration and filing fees (including all
expenses incident to filing with the NASD Regulatitnc. and any securities exchange), printing ezps, fees and disbursements of counsel
for the Company, fees of the Company's indepenaaditors and accountants, expenses of any auditieint to or required by any such
registration and expenses of complying with theigées or blue sky laws of any jurisdictions puastito subsection 2.4(d) hereof, shall be
paid by the Company, and the Company shall payethe and disbursements of one counsel reasondlsfastory to the Company for the
holders of Registrable Securities for performanfcthe normal and customary functions of counsekfdling shareholders in each registra
provided for in this Article I1.

2.07 MARKETING RESTRICTIONS. (a) If (i) any holdef Registrable Securities wishes to register angifeble Securities in a
registration made pursuant to Section 2.1, 2.23h2reof, (ii) the offering proposed to be madestwgh holder or holders is to be an
underwritten public offering, (iii) the Company one or more holders of securities other than Redikt Securities to whom the Company
has granted registration rights wish to registeusges in such registration and (iv) the managinderwriters of such public offering furnish
a written opinion that the total amount of secasitio be included in such offering would exceednia&@imum amount of securities (as
specified in such opinion) which can be marketeslich offering at a price which such holders of iBtegble Securities are prepared to sell
and without materially and adversely affecting safflring; then the rights of holders of RegisteBlecurities, the Company and the holders
of other securities with registration rights totgapate in such offering shall be in the followingder of priority:

FIRST: Subject to the rights of the holders of Rergble Securities (as defined in the Prior Regfistn Rights Agreement), the holders of
Registrable Securities requesting registrationl sfeaéntitled to participate in proportion to thamber of Registrable Securities so requested
to be registered by each such holder; and then

SECOND: The Company and all holders of securitteerthan Registrable Securities having the righh¢lude such securities in such
registration shall be entitled to participate pataramong themselves in accordance with the nuoflssrcurities requested to be registered by
the Company and each such holder;

and no securities (issued or unissued) other thagetregistered and included in the underwrittéerioig shall be offered for sale or other
disposition by the Company in a transaction whiduld require registration under the Securities quatluding any additional offering which
is to be registered pursuant to Section 2.1) tinilexpiration of 180 days after the effective dxtthe registration statement requested
pursuant to this Article 1l or such shorter peramay be acceptable to the holders of RegistBdxtearities participating in such underwrit
offering.

(b) If (i) any holder of Registrable Securities uegts registration of Registrable Securities ugdmtion 2.2, (ii) the offering proposed to be
made is to be an underwritten public offering aiiifithe managing underwriters of such public offfier furnish a written opinion that the total
amount of securities to be included in such offgsivould exceed the maximum amount of securitiesgasified in such opinion) which can
be marketed at a price reasonably related to #me ¢hrrent market value of such
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securities and without materially and adverselg@tfhg such offering; then the rights of the Compand the holders of Registrable Secur
and other securities having the right to includehssecurities in such registration to participatsuch offering shall be in the following order
of priority:

FIRST: The Company shall be entitled to participataccordance with the number of securities retgae® be registered by the Company;
and then

SECOND: Subiject to the rights of the holders of iRegble Securities (as defined in the Prior Regigin Rights Agreement), all holders of
securities, including holders of Registrable Sdms; having the right to include such securitiesuch registration shall be entitled to
participate pro rata among themselves in accordaitbethe number of securities requested to besteggd by each such holder;

and no securities (issued or unissued) other thasetregistered and included in the underwrittéerioig shall be offered for sale or other
disposition by the holders of Registrable Secugitiea transaction which would require registratioler the Securities Act (including any
additional offering which is to be registered pansuto Section 2.1) until the expiration of 180 slajter the effective date of the registration
statement in which Registrable Securities wereuhetl pursuant to Section 2.2 or such shorter pasaday be acceptable to the Company.

2.08 TIME LIMITATIONS; TERMINATION OF RIGHTS. Notwtihstanding the foregoing provisions of this Artitlethe rights to
registration shall terminate as to any particulagiRtrable Securities when (i) such RegistrablaiBges shall have been effectively registe
under the Securities Act and sold by the holdereibfein accordance with such registration, (ii)ls&egistrable Securities shall have been
sold in compliance with Rule 144 promulgated urttierSecurities Act or (iii) written opinions fronounsel reasonably acceptable to the
Company and the Shareholders, to the effect ttedit Registrable Securities may be sold without tegfisn under the Securities Act or
applicable state law and without restriction athevolume and timing of such sales, shall have beeeived from either counsel to the
Company or counsel to the holders thereof.

2.09 COMPLIANCE WITH RULE 144. At the request ofyamolder of Registrable Securities who proposesetbRegistrable Securities in
compliance with Rule 144 promulgated under the B&es Act, assuming that at such time the provisiof such Rule are applicable to such
holder and, in the event such holder is or coulddx®med to be an "affiliate" of the Company wittiia meaning of the Securities Act, and
Company is then required to file reports underigact3 or 15(d) of the Securities Exchange Act@84, as amended (the "Exchange Act"),
the Company shall (a) forthwith furnish to suchd®sla written statement as to its compliance withfiling requirements of the Commission
as set forth in such Rule, as such Rule may be deaefnrom time to time, and (b) make such additidifialgs of reports with the Commission
as will enable the holders to make sales of RefifdrSecurities pursuant to such Rule. At all timhesng which this Agreement is effective,
the Company shall file with the Commission anagplicable, The NASDAQ Stock Market, Inc. ("NASDARIh a timely manner, all
reports and other documents required to be filethbyCompany, (i) with the Commission pursuant® Exchange Act, and

(i) with NASDAQ pursuant to its rules and regudats.

2.10 COMPANY'S INDEMNIFICATION. In the event of amggistration under the Securities Act of any Regide Securities pursuant to
this Article Il, the Company hereby agrees to exe@n agreement with any underwriter participatimthe offering thereof containing such
underwriter's standard representations and indésatidn provisions and to indemnify and hold harssleach holder disposing of Registrable
Securities, each Person, if any, who controls switier within the meaning of the Securities Act @adh other Person (including each
underwriter and each Person who controls such wrier) who participates in the offering of Regadite Securities, against any losses,
claims, damages or liabilities, joint or severalwthich such holder, controlling person or parttipg person may become subject under the
Securities Act or otherwise, insofar as such lgsdasns, damages or liabilities (or proceedingsespect thereof) arise out of or are based
upon any untrue statement or alleged untrue staiteafi@ny
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material fact contained in any registration statethueder which the Registrable Securities are tegid under the Securities Act, in any
preliminary prospectus or final prospectus cont@iteerein, or in any amendment or supplement tbeoetarise out of or are based upon the
omission or alleged omission to state therein @&nwtfact required to be stated therein or neegssamake the statements therein not
misleading, and will reimburse each such holdentrotling person and participating person for aggdl or other expenses reasonably
incurred in connection with investigating or defamdany such loss, claim, damage, liability or geding; PROVIDED, HOWEVER, that
the Company will not be liable in any case to amghsholder, controlling person or participatinggmar to the extent that any loss, claim,
damage or liability results from any untrue statahwe alleged untrue statement or omission or etlegmission made in such registration
statement, preliminary or final prospectus or anmegict or supplement in reliance upon and in conftyrmith written information furnished
to the Company by an instrument duly executed loh $wlder or any other person who participatesnasnaerwriter in the offering or sale of
such securities, in either case, specifically stathat it is for use in the preparation thereofamtrolling or participating person, as the case
may be, specifically for use in the preparatiorrgbbé Such indemnity shall remain in full force agféect regardless of any investigation m
by or on behalf of the Shareholders or any suclewmdgter or controlling person and shall survive transfer of such securities by the
Shareholders and the expiration or terminatiorhisf Agreement.

2.11 INDEMNIFICATION BY HOLDER. As a condition ohe Company's obligation under this Article 1l téeet any registration under the
Securities Act, there shall be delivered to the any an agreement or agreements duly executedchyhedder for whom Registrable
Securities are to be so registered, whereby sulclehagrees to indemnify and hold harmless (insdm@e manner as set forth in Section 2.09
above) the Company, each person referred to irselél),

(2) or (3) of Section 11(a) of the Securities Attéspect of the registration statement and edwr gierson, if any, who controls the Comp
within the meaning of the Securities Act, with respto any untrue statement or alleged untruerseof any material fact contained in the
registration statement under which the Registr8leleurities are to be registered under the Secudtig, in any preliminary prospectus or
final prospectus contained therein or in any amesmdror supplement thereto, or arise out of or aset upon the omission or alleged
omission to state therein a material fact requicele stated therein or necessary to make thenstats therein not misleading, which, in each
case, is made in or omitted from the registratiatesnent, preliminary or final prospectus or ameednor supplement in reliance upon an
conformity with written information furnished toelCompany by an instrument duly executed by sutdengpecifically for use in the
preparation thereof; PROVIDED, HOWEVER, that théeémnification obligations of each such holder shallimited to the net proceeds
received by such holder from the sale of Registr&gcurities pursuant to such registration. Sudbrimity shall remain in full force and
effect regardless of any investigation made byrobehalf of the Company or any such underwriteramtrolling person and shall survive the
transfer of such securities by the Shareholderglaméxpiration or termination of this Agreement.

(b) At the request of the managing underwriterdnreection with any underwritten offering of the Quany's securities, each holder for wr
Registrable Securities are being registered shédrénto an indemnity agreement in customary farith such underwriter.
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2.12 CONTRIBUTION. If the indemnification providddr in Section 2.9 or 2.10 from the indemnifyingtyas unavailable to an indemnifi
party hereunder, or is insufficient to hold harrslas indemnified party, in respect of any lossksms, damages, liabilities or expenses
referred to therein, then the indemnifying pantylieu of indemnifying such indemnified party, dr@ntribute to the amount paid or payable
by such indemnified party as a result of such Igsskaims, damages, liabilities or expenses in guoportion as is appropriate to reflect the
relative fault of the indemnifying party and indeifred parties in connection with the actions whielsulted in such losses, claims, damages,
liabilities or expenses, as well as any other @heequitable considerations. The relative faulkwath indemnifying party and indemnified
parties shall be determined by reference to, anotimgr things, whether any action in question, iditig any untrue or alleged untrue
statement of a material fact or omission or allegeiission to state a material fact, has been mgderlyelates to information supplied by,
such indemnifying party or indemnified parties, dnd parties' relative intent, knowledge, accesefarmation and opportunity to correct or
prevent such untrue statement or omission. The abpaid or payable by an indemnified party as alted the losses, claims, damages,
liabilities and expenses referred to above shatldmmed to include any legal or other fees or esgenreasonably incurred by such party in
connection with any investigation or proceeding.

The parties hereto agree that it would not begustequitable if contribution pursuant to this &stP.11 were determined by pro rata
allocation or by any other method of allocation ethdoes not take account of the equitable condidesareferred to in the immediately
preceding paragraph. No Person guilty of fraudufeistepresentation (within the meaning of Sectid(f)lof the Securities Act) shall be
entitled to contribution from any indemnifying pawho was not guilty of such fraudulent misrepreatan.

2.13 NOTIFICATION OF AND PARTICIPATION IN ACTIONSPromptly after receipt by an indemnified party untteés Article 1l of oral

or written notice of a claim or the commencemertmf proceeding against it, such indemnified pahigll, if a claim in respect thereof is to
be made against an indemnifying party under sutitldy give written notice to the indemnifying padf the commencement thereof, but the
failure so to notify the indemnifying party shabitrrelieve it of any liability that it may have &my indemnified party except to the extent the
indemnifying party demonstrates that the defensmioh action is prejudiced thereby. In case ani puaceeding shall be brought against an
indemnified party and it shall give notice to theemnifying party of the commencement thereofnkdemnifying party shall be entitled to
participate therein and, to the extent that itlslvah (unless the indemnifying party is also atpao such proceeding and the indemnified
party determines in good faith that joint repreatah would be inappropriate) to assume the deférseof with counsel reasonably
satisfactory to such indemnified party and, aftgiae from the indemnifying party to such indemedfiparty of its election so to assume the
defense thereof, the indemnifying party shall netiéble to such indemnified party under such Aetfor any fees of other counsel or any
other expenses with respect to the defense of muateeding, in each case, subsequently incurresibly indemnified party in connection
with the defense thereof. If an indemnifying paasgsumes the defense of such proceeding, (a) noroarige or settlement thereof may be
effected by the indemnifying party without the intig@fied party's reasonable consent unless (i) tisene finding or admission of any
violation of law or any violation of the rights afy Person and no effect on any other claims tlagtlme made against the indemnified party
and (ii) the sole relief provided is monetary daesthat are paid in full by the indemnifying paatyd (b) the indemnifying party shall have
no liability with respect to any compromise or gttent thereof effected without its consent. Ific@is given to an indemnifying party of the
commencement of any proceeding and it does ndtjmwfifteen (15) business days after the indemdifiarty's notice is given, give notice to
the indemnified party of its election to assumedbfense thereof, the indemnifying party shall bertd by any determination made in such
action or any compromise or settlement thereofcegf by the indemnified party. Notwithstanding theegoing, if an indemnified party
determines in good faith that there is a reasorarfaleability that a proceeding may adversely affect its affiliates other than as a result of
monetary damages, such indemnified party may, bigeto the indemnifying party, assume the
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exclusive right to defend, compromise or settlehguoceeding, but the indemnifying party shall betbound by any determination of a
proceeding so defended or any compromise or sedtiethereof effected without its consent (whichllshet be unreasonably withheld). All
indemnification obligations of the parties heretalssurvive any termination of this Agreement uanst to

Section 2.7 hereof.

2.14 UNDERWRITING REQUIREMENTS. (a) In the eventasf underwritten offering of the Company's seaesitieach holder for whom
Registerable Securities are being registered potsagSection 2.1, Section 2.2 or Section 2.3 Heskall, as a condition to inclusion of such
Registrable Securities in such registration, exeamd deliver to the underwriter an underwritingeggnent in customary form. The
underwriters shall be selected (i) by the holdéReygistrable Securities, in the case of a redistngursuant to

Section 2.1 or Section 2.3 (which underwriters Idbalacceptable to the Company) or (ii) by the Camyp in the case of a registration
pursuant to

Section 2.2.

(b) At the request of the managing underwriteranreection with any underwritten offering of the Quamny's securities, the holders for whom
Registrable Securities are being registered shédrénto customary "lockp™" agreements pursuant to which each such holidlesigree to nc
effect any sale or distribution of Registrable S#ims for a period of no more than 180 days beigigion the effective date of any such
registration (except as part of such registration).

2.15 FURNISH INFORMATION. It shall be a conditionmggedent to the obligations of the Company to takeaction pursuant to Article I
that the holders furnish to the Company such infdiom regarding them, the Registrable Securitiéd bg them and the intended method of
disposition of such securities as the Company sbaflonably request and as shall be required inemtion with the action to be taken by the
Company.

ARTICLE III.
BENEFITS OF AGREEMENT

3.01 PERMITTED TRANSFERS. The registration rightarged herein may only be transferred to a trassferho acquires Registrable
Securities from any Shareholder that is (i) theusgoor member of the immediate family of a Shamidwl(ii) a trust for the benefit of a
Shareholder or any member of such Shareholder'sdiate family; or (iii) a corporation, partnerstuipother entity the only owners of which
are one or more Shareholders and members of theiediate families; provided that any transferritgu@holder gives written notice at the
time of such transfer to the Company stating threenand address of the transferee and identifyiadrébgistrable Securities so transferred,
accompanied by a signature page to this Agreemastipnt to which such transferee agrees to be bloyitite terms and conditions hereof.

ARTICLE IV.
MISCELLANEOUS

4.01 NO INCONSISTENT AGREEMENTS. The Company wilitpat any time after the effective date of thigégment, enter into, and is
not now a party to or otherwise bound by, any agere or contract (whether written or oral) withpest to any of its securities which is
inconsistent in any respect with the registratights granted by the Company pursuant to this Ageyd.

4.02 NO OTHER GRANT OF REGISTRATION RIGHTS. The Quamy will not at any time grant to any other pessany rights with
respect to the registration of any securities ef@mmpany which have priority over or are incomsistvith the registration rights granted by
the Company pursuant to this Agreement.
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4.03 NOTICES. Notices and other communications iglexy for herein shall be in writing and shall beegi in the manner and with the effect
provided in the Merger Agreement. Such notices@rmdmunications shall be addressed if to a hold&egfistrable Securities, to its address
as shown on the transfer records of the Compangssiisuch holder shall notify the Company thatagstiand communications should be sent
to a different address (or facsimile number), inclilcase notices and communications shall be sehttaddress (or such facsimile number)
specified by such holder.

4.04 WAIVERS; AMENDMENTS. No failure or delay of gimolder of Registrable Securities in exercising pawer or right hereunder shall
operate as a waiver thereof, nor shall any singfeadtial exercise of any such right or power, iy abandonment or discontinuance of steps
to enforce such a right or power, preclude anyrothéurther exercise thereof or the exercise gfather right or power. The rights and
remedies of such holder are cumulative and notusika of any rights or remedies which it would athise have. The provisions of this
Agreement may be amended, modified or waived oplgrbagreement in writing and any such waiver dhakffective only in the specific
instance and for the purpose for which given. Ntitstanding the foregoing, no amendment, modificatipwaiver of any provision of this
Agreement shall be effective against a holder afifeable Securities unless (a) agreed to in wgibig such holder or (b) agreed to in writing
by such holder's predecessor in interest and oot#tiereof is set forth on the certificate evidagcsuch holder's Registrable Securities as the
case may be. No notice or demand on the Compaanyirtase shall entitle the Company to any othéurter notice or demand in similar or
other circumstances.

4.05 GOVERNING LAW. This Agreement shall be constiun accordance with and governed by the lawh®fState of Delaware without
giving effect to the conflicts of law principlesetteof.

4.06 COVENANTS TO BIND SUCCESSORS AND ASSIGNS. fié covenants, stipulations, promises and agreenmeitiis Agreement
contained by or on behalf of the Company shall liimduccessors and assigns, whether so expressetl o

4.07 SEVERABILITY. In case any one or more of tlieyisions contained in this Agreement shall be lidvdllegal or unenforceable in any
respect, the validity, legality and enforceabitifythe remaining provisions contained herein armeim shall not in any way be affected or
impaired thereby. The parties shall endeavor irddadh negotiations to replace the invalid, illegaunenforceable provisions with valid
provisions the economic effect of which comes aselas possible to that of the invalid, illegalpenforceable provisions.

4.08 SECTION HEADINGS. The section headings usedihare for convenience of reference only, arepaot of this Agreement and are
not to affect the construction of or be taken icdosideration in interpreting this Agreement.

4.09 EXPENSES. Except as expressly otherwise peoviterein, each party shall bear its own expemsesried in connection with the
preparation, execution and performance of this Agrent and the transactions contemplated herelyding all fees and expenses of agents,
representatives, counsel and accountants.

4.10 COUNTERPARTS. This Agreement may be executedliltiple counterparts, all of which shall be ddesed one and the same
agreement, and shall become effective when oneooe nounterparts have been signed by each of ttiegpand delivered to the other party,
it being understood that both parties need not figrsame counterpart.
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IN WITNESS WHEREOF, each party hereto has causedMireement to be duly executed, all as of theatay year above written.
VEECO INSTRUMENTS INC.

By:

Name:
Title:

John B. Hayes

James C. Wyant

Louise Wyant
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Appendix B
[Montgomery Securities Letterhead]
June 4, 1997

Board of Directors
Veeco Instruments Inc.
Terminal Drive
Plainview, NY 11803

Gentlemen:

We understand that Veeco Instruments Inc., a Dekawarporation ("Buyer"), Veeco Acquisition Cora.Delaware corporation and a wholly-
owned subsidiary of Buyer ("Acquisition"), Wyko Qumration, an Arizona corporation ("Seller"), and gecurityholders of Seller, have
entered into an Agreement and Plan of Merger, dageaf April 28, 1997 (the "Merger Agreement"), guant to which Acquisition will be
merged with and into Seller and Seller will becangholly-owned subsidiary of Buyer (the "MergePursuant to the Merger, as more fully
described in the Merger Agreement and as furthseritzed to us by management of Buyer, we undergtatdeach outstanding share of C

A common stock, without par value, of Seller ("8elCommon Stock"), other than shares held in #estiry of Seller, will be converted into
the right to receive 10.182435 shares of commockst01 par value per share, of Buyer ("Buyer Camr8tock"), subject to certain
adjustments (the "Consideration"). We understaatlttie aggregate number of shares of Buyer Comrtuwk $0 be issued to Seller's
stockholders will represent a total of 2,863,818rek and that, pursuant to the Merger Agreemefdeh®of currently outstanding options to
acquire shares of common stock of Seller will reeaiptions to acquire 136,190 shares of Buyer Com8tock. The terms and conditions of
the Merger are set forth in more detail in the Mer§greement.

You have asked for our opinion as investment baniierito whether the Consideration to be paid byeBpyrsuant to the Merger is fair to the
stockholders of Buyer from a financial point of wieas of the date hereof. As you are aware, we wetreetained to nor did we advise Buyer
with respect to alternatives to the Merger or Bisyanderlying decision to proceed with or effee Merger.

In connection with our opinion, we have, among othags: (i) reviewed certain publicly availabladncial and other data with respect to
Seller and Buyer, including the consolidated firnahstatements for recent years to December 316 488 the consolidated statements of
income for interim periods to March 31, 1997 andaia other relevant financial and operating datatng to Seller and Buyer made
available to us from published sources and fronirternal records of Seller and Buyer; (ii) revieltbe financial terms and conditions of the
Merger Agreement; (iii) reviewed the proxy statetn&Buyer relating to the Merger (the "Proxy Sta&ant"), as filed in preliminary form

with the Securities and Exchange Commission onl&8i 1997; (iv) reviewed certain publicly availabhformation concerning the trading
of, and the trading market for, Buyer Common St@ekcompared Seller from a financial point of viesth certain other companies in the
semiconductor and hard disk drive capital equipr
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industry which we deemed to be relevant; (vi) cdestd the financial terms, to the extent publicigitable, of selected recent business
combinations of companies in the semiconductortend disk drive capital equipment industry whichdeemed to be comparable, in whole
or in part, to the Merger; (vii) reviewed and dissed with representatives of the management ofrSeild Buyer certain information of a
business and financial nature regarding SellerBangr, furnished to us by them, including finand@ecasts and related assumptions of
Seller, and reviewed and discussed with represeasadf the management of Buyer financial forecaBuyer prepared by us on the basi
assumptions provided by and with the assistansedi representatives;

(viil) made inquiries regarding and discussed trex Statement, the Merger and the Merger Agreerardtother matters related thereto
Buyer's counsel; and (ix) performed such otherya®al and examinations as we have deemed appropriate

In connection with our review, we have not assur@globligation independently to verify the foregpinformation and have relied on its
being accurate and complete in all material resp&ttth respect to the financial forecasts for &glirovided to us by its management and the
financial forecasts for Buyer prepared on the bas&ssumptions provided by and with the assistaf@s management, upon their advice
and with your consent we have assumed for purpafsgsr opinion that the forecasts have been reddpmaepared on bases reflecting the
best available estimates and judgments of thereas/e managements at the time of preparation #setfuture financial performance of
Seller and Buyer and that they provide a reasortases upon which we can form our opinion. Withpexs to the forecasts for Buyer, we
have, with your permission and for purposes ofanalyses, prepared forecasts based upon our dsagsimates of the future financial
performance of Buyer, as adjusted, on the basasssiimptions provided by and with the assistanoeasfagement of Buyer, to reflect the
April 1997 acquisition by Buyer of certain assétd/faterials Research Corporation. We have discuseddjusted forecasts for Buyer with
management of Buyer and they have acknowledgeds®iof such adjusted forecasts in arriving at @imion. We have also assumed that
there have been no material changes in SelleBsiper's assets, financial condition, results ofrapens, business or prospects since the
respective dates of their last financial statemarade available to us. We have relied on advia@oohsel and independent accountants to
Buyer as to all legal and financial reporting matt@ith respect to Buyer, the Proxy StatementMieeger and the Merger Agreement,
including the legal status and financial reportiridjitigation involving Seller. We have assumedtttiee Merger will be consummated in a
manner that complies in all respects with the applie provisions of the Securities Act of 1933aasended (the "Securities Act"), the
Securities Exchange Act of 1934 and all other @pplie federal and state statutes, rules and régnsatin addition, we have not assumed
responsibility for making an independent evalugtagpraisal or physical inspection of any of theeés or liabilities (contingent or otherwise)
of Seller or Buyer, nor have we been furnished \&itls such appraisals. You have informed us, andave assumed, that the Merger will



accounted for as a pooling of interests under gdiyeaccepted accounting principles. Finally, opmion is based on economic, monetary
market and other conditions as in effect on, aedrformation made available to us as of, the dateof. Accordingly, although subsequent
developments may affect this opinion, we have sstimed any obligation to update, revise or reafthis opinion.

We have further assumed with your consent thamMéeger will be consummated in accordance with #mms described in the Merger
Agreement, without any further amendments theitd, without waiver by Buyer or Seller of any of tenditions to their respective
obligations thereunder.

We have been engaged to render this opinion taapduwill receive a fee for rendering this opiniabne of which is contingent upon the
consummation of the Merger. In the ordinary cowfseur business, we actively trade the equity s&earof Buyer for our own account and
for the accounts of customers and, accordingly, atany time hold a long or short position in sgeburities.

Based upon the foregoing and in reliance thergas,our opinion as investment bankers that thes@amation to be paid by Buyer pursuar
the Merger is fair to the stockholders of Buyemnfra financial point of view, as of the date hereof.

This opinion is directed to the Board of Directof8uyer in its consideration of the Merger andds a recommendation to any stockholder
as to how such stockholder should vote with resfmettte Merger. Further, this opinion addressey t financial fairness of the
Consideration to the Buyer and does not addresethtive merits of the Merger and any alternativcethe Merger, Buyer's underlying
decision to proceed with or effect the Merger, my ather aspect of the Merger. This opinion mayb®tised or referred to by Buyer, or
quoted or disclosed to any person in any mannénhowt our prior written consent, which consentéasdby given to the inclusion of this
opinion in the Proxy Statement filed with the Séioes and Exchange Commission in connection withNterger. In furnishing this opinion,
we do not admit that we are experts within the rmepof the term "experts" as used in the Securiietsand the rules and regulations
promulgated thereunder, nor do we admit that thigion constitutes a report or valuation within theaning of Section 11 of the Securities
Act.

Very truly yours,

/'s/ MONTGOVERY SECURI Tl ES

MONTGOMERY SECURI TI ES



APPENDIX C

RESOLUTION APPROVING AMENDMENT TO
CERTIFICATE OF INCORPORATION

RESOLVED, that the Corporation's Amended and Redt@ertificate of Incorporation, as amended to,datkereby further amended to
increase the authorized shares of common stock,f&0Ovalue per share, from 9,500,000 shares @R3)00 shares, and, therefore, Article 4

be amended to read in its entirety as follows:

"4. The corporation shall have authority to issuetal of 25,500,000 shares, to be divided int®@6,000 shares of common stock with par
value $.01 per share and 500,000 shares of prdfstoek with par value of $.01 per share."
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APPENDIX D

RESOLUTION APPROVING AMENDMENT TO
VEECO INSTRUMENTS INC.
AMENDED AND RESTATED 1992 EMPLOYEES' STOCK OPTION P LAN

RESOLVED, that the Veeco Instruments Inc. Amendedl Restated 1992 Employees' Stock Option Planni@nded to date, the
"Employees' Plan") is hereby further amended toeiase the number of shares of common stock, $:0dabae per share, covered thereby
from 1,226,787 to 1,426,787, and accordingly, $acl of the Employees' Plan is hereby amendedesidted substantially in the following
form and on the following terms:

"3. Stock. The stock to be made the subject ofStogk Option granted under the Plan shall be shard® common stock of the Company,
par value $.01 per share (the "Stock"), whetheharized and unissued or treasury stock, and tlanomber of shares of Stock for which
Stock Options may be granted under the Plan sbakxceed, in the aggregate, 1,426,787 sharegedubjadjustment in accordance with the
provisions of Section 11 hereof. To the extent stast with

Section 162(m) of the Code, and the regulationmpigated thereunder, any shares which were thesubj unexercised portions of any
terminated or expired Stock Options may again lgestito Stock Options under the Plan."
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FORM OF PROXY

[FRONT OF PROXY CARD]

VEECO INSTRUMENTS INC.
TERMINAL DRIVE
PLAINVIEW, NY 11803

PROXY FOR SPECIAL MEETING OF STOCKHOLDERS
JULY 25, 1997
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby appoints Edward H. BraunJahd F. Rein, Jr. or either of them, each withgolver of substitution, proxies to vote
at the Special Meeting of Stockholders of Veecdrimsents Inc. (the "Company") to be held on JulyPI37 at 9:30 a.m. (E.S.T.) at the
Corporate Center, 395 North Service Road, Lowerithudm, Melville, New York, and at all adjournmentr postponements thereof, all

shares of common stock of the Company which thexsighed is entitled to vote as directed on thenssside, and in their discretion upon
such other matters as may come before the meeting.

The shares represented hereby will be voted inrdacae with the choices specified by the stockhdlariting on the reverse side. IF NOT
OTHERWISE SPECIFIED BY THE STOCKHOLDER, THE SHARREPRESENTED BY THIS PROXY WILL BE VOTED FOR THE
MERGER AND FOR THE OTHER MATTERS DESCRIBED ON THEERERSE SIDE.

(CONTINUED AND TO BE SIGNED ON THE REVERSE SIDE



[BACK OF PROXY CARD]
IXI Please mark your votes as this
PROPOSAL 1. Approval of Merger

FOR AGAINST ABSTAIN
/1 /1 /1

PROPOSAL 2. Approval of amendment to the Compafwyiended and Restated Certificate of Incorporaésnamended, to provide for an
increase in the number of authorized shares ofthmapany's common stock.

FOR AGAINST ABSTAIN
/1 /1 /1

PROPOSAL 3. Approval of amendment to the Veecamsénts Inc. Amended and Restated 1992 Employéssk ®ption Plan, as
amended.

FOR AGAINST ABSTAIN
/1 /1 /1

Transaction of such other business as may properhe before the Meeting or any adjournment thereof.

Please sign exactly as name appears hereon.
When shares are held by joint tenants, both
should sign. When signing as attorney,
executor, administrator, trustee or guardian,
please give full title as such. If a

corporation, please sign full corporate name by
President or other authorized officer. If a
partnership, please sign in partnership name by
authorized person.

Dated:

,1997

Signature

Signature if held jointly
PLEASE MARK, SIGN, DATE AND RETURN THE PROXY
CARD PROMPTLY USING THE ENCLOSED ENVELOPE.

End of Filing
Powerad By EDGAR
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