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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 200¢

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-16244

VEECO INSTRUMENTS INC.

(Exact Name of Registrant as Specified in Its Ghrart

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

Terminal Drive
Plainview, New York 11803
(Address of Principal Executive Office (Zip Code)
Registrant’s telephone number, including area c(&l8) 677-0200

Website:www.veeco.com

Indicate by check mark whether the Registranthél filed all reports required to be filed by Sextl3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the Registrart vejuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No O

Indicate by check mark whether the Registrantlé&sge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer,” and “small@porting company” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated file[X] Accelerated filerOd Non-accelerated fileild Smaller reporting compan

(Do not check if a Smalle
reporting company
Indicate by check mark whether the Registrantskell company (as defined in Rule 12b-2 of the Bxgfe Act). Yesd No

31,867,852 shares of common stock, $0.01 par y@ushare, were outstanding as of the close ohbasion April 28, 2008.




SAFE HARBOR STATEMENT
This Quarterly Report on Form 10-Q (the “Reportihtains forward-looking statements within the magrof Section 27A of the
Securities Act of 1933, as amended, and Sectiona21lie Securities Exchange Act of 1934, as amend®sicussions containing such

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

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

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

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

We operate in an industry characterized by raptirtelogical change.

*  We face significant competition.

*  We depend on a limited nhumber of customers thatadpeén highly concentrated industries.

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

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

e Our customers may cancel or reschedule their orgithsus.

e Our sales cycle is long and unpredictable.

»  Our outsourcing strategy could adversely affectregults of operations.

*  Werely on a limited number of suppliers.

»  Our inability to attract, retain, and motivate k@ayployees could have a material adverse effecuobuwasiness.

We are exposed to the risks of operating a globsiness.

We are subject to foreign currency exchange risks.

»  Our success depends on protection of our intelbégoperty rights.

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

»  Our acquisition strategy subjects us to risks d@aset with evaluating and pursuing these opporiesind integrating these
businesses.

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

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

e The other matters discussed under the heading “amant’s Discussion and Analysis of Financial Cbadiand Results of
Operations” contained in this Report and in the dadrReport on Form 10-K for the year ended DecerBtheR007 of Veeco
Instruments Inc. (“Veeco,” the “Company,” or “we”").




Consequently, such forward-looking statements shbalregarded solely as our current plans, estsveatd beliefs. We do not
undertake any obligation to update any forward-loglstatements to reflect future events or circamsts after the date of such statements.

Available Information

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

Internet Address

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

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

(Unaudited)
Three Months Ended
March 31,
2008 2007

Net sales $ 102,307 $ 99,16¢€
Cost of sales 59,681 55,471
Gross profit 42,62¢ 43,69%
Operating expense

Selling, general, and administrative expe 22,62¢ 22,80¢

Research and development expe 14,72¢ 15,38¢

Amortization expens 1,95€ 3,90¢

Restructuring expens 2,87t —

Asset impairment char 285 —

Other expense (income), net 4 (147)
Total operating expenses 42,47 41,957
Operating income 152 1,73¢€
Interest expense, n 892 819
Gain on extinguishment of debt — (738)
(Loss) income before income taxes and nonconteplhiterest (740) 1,657
Income tax provisiol 919 1,494
Noncontrolling interest (76) (130)
Net (loss) income $ (1,583)% 293
(Loss) income per common sha

Net (loss) income per common share $ (0.05)% 0.01

Diluted net (loss) income per common share $ (0.05)$ 0.01
Weighted average shares outstanc 31,161 30,89¢
Diluted weighted average shares outstan 31,161 31,281

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

Assets
Current asset:
Cash and cash equivalel
Accounts receivable, less allowance for doubtfaloamts of $988 in 2008 and $984 in 2(
Inventories
Prepaid expenses and other current a:
Deferred income taxes
Total current assets
Property, plant, and equipment at cost,
Goodwill
Purchased technology, less accumulated amortizafi®i3,844 in 2008 and $72,481 in 2(
Other intangible assets, less accumulated amadizaf $30,851 in 2008 and $29,886 in 2(
Other assets
Total assets

Liabilities and shareholders’ equity
Current liabilities:

Accounts payabl

Accrued expense

Deferred profit

Income taxes payab

Current portion of long-term debt
Total current liabilities
Deferred income taxe
Long-term debt
Other nol-current liabilities

Noncontrolling interes

Total shareholders’ equity
Total liabilities and shareholders’ equity

See accompanying notes.
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March 31, December 31,
2008 2007
(Unaudited)
$ 114,42¢ 117,08:
76,75% 75,207
105,16¢ 98,59
7,73€ 8,901
2,92¢ 2,64¢
307,01¢ 302,43¢
65,661 66,142
100,89¢ 100,89¢
34,744 36,107
23,422 23,54(
216 213
$ 531,96( 529,33¢
$ 38,101 36,63¢
55,88¢ 60,201
4,33C 3,25C
2,06€ 2,27¢
25,41¢ 25,55(
125,79¢ 127,91¢
4,351 3,71z
120,98 121,03t
3,02€ 1,97¢
938 1,014
276,86( 273,67
$ 531,96( 529,33¢




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

(Unaudited)
Three months endec
March 31,
2008 2007
Operating activities
Net (loss) incom $ (1,583) % 293
Adjustments to reconcile net (loss) income to mshcprovided by operating activitie
Depreciation and amortizatic 5,594 7,394
Deferred income taxe 642 (36)
Net gain on early extinguishment of lc-term debr — (738)
Non-cash compensation expense for stock options atritted stock 1,60¢ 789
Noncontrolling interes (76) (130)
Non-cash asset impairment cha 285 —
Other, ne 7 9
Changes in operating assets and liabilii
Accounts receivabl 1,942 5,784
Inventories (6,264) (5,027)
Accounts payabl 1,262 (780)
Accrued expenses, deferred profit, and other ctitiailities (4,63¢9) (3,512)
Other, net 1,547 (272)
Net cash provided by operating activities 326 3,774
Investing activities
Capital expenditure (3,05%) (1,849)
Proceeds from sale of property, plant, and equipmen 2 229
Net cash used in investing activities (3,051) (1,62C)
Financing activities
Proceeds from stock issuant 155 558
Restricted stock tax withholding (31) —
Repayments of long-term debt (180) (54,882)
Net cash used in financing activities (56) (54,32¢)
Effect of exchange rate changes on cash and casvasnts 127 (307)
Net decrease in cash and cash equivalents (2,654) (52,477)
Cash and cash equivalents at beginning of period 117,08: 147,04¢
Cash and cash equivalents at end of period $ 114,42¢ $ 94,56¢
Non-cash investing and financing activitie:
Transfers from property, plant, and equipment t@intory $ 363 $ 208

See accompanying notes.
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatemenfUnaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit accounting
principles generally accepted in the United Stéde#terim financial information and with the imsttions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not includédadlthe information and footnotes required by Wg8nerally accepted accounting
principles for complete financial statements. la ¢ipinion of management, all adjustments consideeedssary for a fair presentation
(consisting of normal recurring accruals) have heetuded. Operating results for the three montided March 31, 2008, are not necessarily
indicative of the results that may be expectedteryear ending December 31, 2008. For furthariétion, refer to the financial statements
and footnotes thereto included in our Annual ReparForm 10-K for the year ended December 31, 2007.

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

Net (Loss) Income Per Common Sh

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

Three months ended

March 31,
2008 2007
Weighted average shares outstant 31,161 30,89¢
Dilutive effect of stock options and restrictedcito
awards and unit — 382
Diluted weighted average shares outstanding 31,161 31,281

Net (loss) income per common share is computedyubim weighted average number of common sharetaadtag during the
period. Diluted net (loss) income per common sliemmputed using the weighted average numbermhuan shares and common
equivalent shares outstanding during the perioé. &ffect of approximately 140,000 common equivasdmatres for the three months ended
March 31, 2008 were excluded from the diluted weddraverage shares outstanding due to a net letsrsed for the period.

During the periods ended March 31, 2008 and 200oms to purchase 5.6 million shares of commonkstat prices ranging from
$0.27 to $72.00 per share) and options to purchasmillion shares of common stock (at prices ragdrom $19.54 to $72.00 per share) that
were outstanding, respectively, were excluded ftieencomputation of diluted earnings per sharethénfirst quarter of 2008, because we
recorded a net loss, the effect of all optionstamiding was anti-dilutive. In 2007, the exercise@of these options exceeded the average
market price of our common stock, thereby caudiegy ieffect to be anti-dilutive.

For the three months ended March 31, 2007, t hghteil-average effect of the assumed conversiomg tisen“if converted” method
of accounting of our unsecured 4.125% convertibl®sdinated notes due December 2008 (the “Old Rpvess approximately 4.5 million
shares. The convertible shares were anti-dilutha therefore, were not included in the weighteateb outstanding for the three months
ended March 31, 2007.

During the second quarter of 2007, we exchange8.8lrillion of the Old Notes for $117.8 million af
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new series of 4.125% convertible subordinated n@tes“New Notes”) due April 15, 2012. For thegd months ended March 31, 2008, t he
weighted-average effect of the assumed converditireaemaining $25.2 million of Old Notes is apgiroately 0.7 million shares . The
convertible shares were auwliiutive and, therefore, were not included in theighted shares outstanding for the three monthsdcehtiarch 31
2008.

The New Notes meet the criteria for determiningeffect of the assumed conversion using the trgastock method of accounting,
as long as we have the ability and the intent titestine principal amount of the New Notes in cakmder the terms of the New Notes, we
may pay the principal amount of converted New Ndatesash or in shares of common stock. We haviedteld that we intend to pay such
amounts in cash. Using the treasury stock methedmpact of the assumed conversion of the Nevedist antidilutive for the three montt
ended March 31, 2008, as the average stock prisédoelaw the conversion price of $27.23 for thequkriThe effect of the assumed
converted shares is dependent on the stock prite éitme of the conversion. The maximum numbesashmon equivalent shares issuable
upon conversion is approximately 6.0 million. S&se 7 for further details on our debt.

Fair Value Measuremen

In September 2006, the Financial Accounting Stashsl&oard (“FASB”) issued Statement of Financial d&wating Standards

No. 157,Fair Value Measuremen{§SFAS 157"). SFAS 157 establishes a common didimifor fair value to be applied to U.S. generally
accepted accounting principles requiring use afffalue, establishes a framework for measuringvaline, and expands disclosure about such
fair value measurements. In February 2007, theB-&Sued Statement of Financial Accounting Stargl&td. 159;The Fair Value Option

for Financial Assets and Financial Liabiliti("SFAS 159”). SFAS 159 permits entities to choaseneasure financial assets and liabilities
(except for those that are specifically excludexfrfithe scope of the Statement) at fair value. Téetien to measure a financial asset or
liability at fair value can be made on an instrutAgyrinstrument basis and is irrevocable. The differdmetgveen carrying value and fair ve

at the election date is recorded as an adjustroenigning retained earnings. Subsequent chandas iralue are recognized in earnings.

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

Recent Accounting Pronounceme

On February 12, 2008, the FASB issued FASB Stagftidm No. FAS 157-2Effective Date of FASB Statement No. (%5P 157-
2"). FSP 157-2 amends SFAS 157 to delay the éffediate of SFAS 157 for nonfinancial assets antfinancial liabilities, except for items
that are recognized or disclosed at fair valudénfinancial statements on a recurring basis (thait least annually). For items within its
scope, FSP 157-2 defers the effective date of SE#¥So fiscal years beginning after November 188 @nd interim periods within those
fiscal years. Currently we believe the impacthaf adoption of FSP 157-2 in 2009 will be on oucldisures only.

In December 2007, the FASB issued Statement off€iabAccounting Standards No. 141 (revised 20Bdsiness Combinations
(“SFAS 141(R)") and Statement of Financial AccongtStandards No. 168loncontrolling Interests in Consolidated Financ&htements —
an Amendment of ARB No. 88FAS 160”). Under SFAS 141(R), an acquiringitgnwill be required to recognize all the assetguaed
and liabilities assumed in a transaction at theusaiipn date at fair value with limited exceptionSFAS 141(R) also changes the accounting
treatment for certain other items that relate tsitess combinations. SFAS 141(R) applies prospagtio business combinations for which
the acquisition date is on or after January 1, 200@ purpose of SFAS 160 is to improve the releganomparability, and transparency of
the financial information that a reporting entityopides in its consolidated financial statemerfthe most significant provisions of this
statement result in changes to the presentatiooméontrolling interests in the consolidated finahstatements. SFAS 160 is effective for
fiscal years beginning after December 15, 2008 ddhoption of this statement will impact the marinevhich we present noncontrolling
interests, but will not impact our consolidatedaficial position or results of operations.
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Note 2—Share-Based Payments
Stock Option and Restricted Stock Compensation

Share -based compensation cost is measured atahiedgte, based on the fair value of the award jsnecognized as expense over
the employee requisite service period in accordantteFASB Statement of Financial Accounting StaddaNo. 123(R)Share-Based
Paymen(“SFAS 123(R)"). The following compensation expengas included in the condensed consolidated seatsnof operations for the
three months ended March 31, 2008 and 2007 (irstais):

Three months endec
March 31
2008 2007

Share-based compensation expense $ 1,60¢ $ 789

As of March 31, 2008, the total unrecognized conspéion cost related to nonvested stock awards.&sr8lion and to stock option
awards is $3.8 million. The related weighted agerperiod over which we expect that such unrecegh@mpensation costs will be
recognized is approximately 2.3 years for the netea stock awards and 2.2 years for option awards.

A summary of our restricted stock awards includiestricted stock units as of March 31, 2008, isenéed below:

Weighted Average
Grant-Date Fair

Shares (000s Value
Nonvested at beginning of year 680 $ 19.5C
Granted 45 15.3C
Vested (11) 19.47
Forfeited (including cancelled awards) (10) 19.01
Nonvested at March 31, 2008 704 19.24

A summary of our stock option plans as of and fierthree months ended March 31, 2008, is presbeied:

Weighted- Average
Remaining

Shares Weighted- Average Aggregate Intrinsic Contractual Life (in
(000s) Exercise Price Value (000s) years)
Outstanding at beginning of year 567z $ 23.04
Granted 50 15.34
Exercisec (24) 6.62
Forfeited (including cancelled options) (82) 22.9%
Outstanding at March 31, 2008 5,61€ 23.04 $ 2,224 2.8
Options exercisable at March 31, 2008 4,745 23.74 $ 2,09t 2.2

Note 3—Balance Sheet Information
Inventories

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

March 31, December 31
2008 2007
Raw materials $ 55,92t $ 58,157
Work in proces: 37,097 27,33(
Finished goods 12,14 13,107
$ 105,16¢ $ 98,59¢
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Accrued Warrant

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

Three months ended

March 31
2008 2007
Balance as of January 1 $ 6,50z $ 7,11€
Warranties issued during the per| 1,55¢ 1,34¢
Settlements made during the period (1,45%) (1,51€)
Balance as of March 31 $ 6,607 $ 6,951

Note 4—Segment Information

In 2008, we began to manage the business, reviewatipg results and assess performance, as walloasite resources, based upon
three separate reporting segments to more acouraftdct the market focus of each business. TigatlEmitting Diode (“LED”) & Solar
Process Equipment segment consists of the moleloatam epitaxy (“MBE”) and metal organic chemicabeadeposition (‘“MOCVD")
products primarily sold to customers in the highlgbiness light emitting diode (“HB-LED"), solar, dnvireless industries. This segment has
production facilities in St. Paul, Minnesota andrgoset, New Jersey. The Data Storage Process Egnifgagment consists of the ion beam
etch, ion beam deposition, diamond like carbonsja}l vapor deposition, and dicing and slicing td (collectively lon Beam and Slider
products) sold primarily to customers in the dataegye industry. This segment has productionifeesilin Plainview, New York, Ft. Collins,
Colorado, and Camarillo, California. The Metrolagggment consists of products that are used tadeavitical surface measurements on
items such as semiconductor devices and thin figmetic heads (“TFMHs"), as well as biological, ascience, and material science
samples, and includes our broad line of atomicfonicroscopes, optical interferometers and stytofilers sold to customers in the
semiconductor and data storage industries and @inolssof research facilities and scientific cent€hss segment has production facilities in
Camarillo and Santa Barbara, California and Tucéeizona

Prior to 2008, we managed the business based osdgroents, Process Equipment and Metrology. ToeeBs Equipment segment
combined the ion beam etch, ion beam depositi@mdnd like carbon, physical vapor deposition, aicthd and slicing products with the
MBE and MOCVD products. This change in segment amsitipn was based upon management’s view thatubabss segments should
coincide more precisely with the markets in whieleslesegment sells its products. The Metrology segrnas remained unchanged.

We evaluate the performance of our reportable satgriEsed on income (loss) from operations befdgezast, income taxes,
amortization and certain items (“EBITA”"), whichtise primary indicator used to plan and forecastriperiods. The presentation of this
financial measure facilitates meaningful comparisdth prior periods, as management believes EBIl&ports baseline performance and thus
provides useful information. Certain items includstructuring, asset impairment charges, and dghted costs or gains. The accounting
policies of the reportable segments are the sartteae described in the summary of critical acciognpolicies.
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The following tables present certain data pertgnoour reporting segments and a reconciliatioBBFTA to income (loss) before
income taxes and noncontrolling interest for thre¢fmonths ended March 31, 2008 and 2007, andngibadd total assets as of March 31,
2008 and December 31, 2007 (in thousands):

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

Three months ended March 31, 200
Net sales $ 42,132 $ 24,07¢ $ 36,097 $ — $ 102,30}
Income (loss) before interest, taxes, amortizati

and certain items (EBITA $ 8,59¢ $ (1,472) $ 1,822 $ (3,681)$ 5,26¢
Interest expense, n — — — 892 892
Amortization expens 487 952 406 111 1,95€
Restructuring expen: 7 124 190 2,554 2,87¢
Asset impairment charges — — — 285 285
Income (loss) before income taxes and

noncontrolling interes $ 8,105 $ (2,5486)$ 1,22¢€ $ (7,523) $ (740)
Three months ended March 31, 200
Net sales $ 22,407 $ 35,682 $ 41,077 $ — $ 99,16¢€
Income (loss) before interest, taxes, amortization,

and certain items (EBITA $ 1,77¢ $ 2,43z $ 4,02z $ (2,586)$ 5,647
Interest expense, n — — — 819 819
Amortization expens 2,322 951 411 224 3,90¢
Gain on extinguishment of debt — — — (738) (738)
Loss (income) before income taxes and

noncontrolling interes $ (544)$ 1,481 $ 3,611 $ (2,891) $ 1,657

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

As of March 31, 2008
Goodwill $ 41,15 $ 30,377 $ 29,36¢ $ — $ 100,89¢
Total asset 118,38 151,95¢ 126,47¢ 135,13¢ 531,96(
As of December 31, 200
Goodwill $ 41,15 $ 30,377 $ 29,36¢ $ — $ 100,89¢
Total asset 121,32¢ 144,94« 121,06( 142,00« 529,33¢

Corporate total assets are comprised principallyagh and cash equivalents and property and eqotph&larch 31, 2008 and
December 31, 2007.

Note 5—Income Taxes

We adopted FASB Interpretation Number A8counting for Uncertainty in Income Taxes, anriptetation of FASB Statement
No. 109(“FIN 48”) on January 1, 2007. As a result of adiogt-IN 48, we recognized a $0.8 million increas@ur reserves for uncertain tax
positions during the first quarter of 2007, whichsarrecorded as a reduction to the January 1, 28@ined earnings balance. At the adoption
date of January 1, 2007, we had approximately 82I8n of unrecognized tax benefits, including th@mulative effect increase to our
reserve for uncertain tax positions. For the yaated December 31, 2007, we released approximg@etymillion of the reserve relating to
foreign unrecognized tax benefits. As a resulthae $1.9 million of unrecognized tax benefits acBmber 31, 2007. For the three months
ended March 31, 2008, our reserve for unrecogrteethenefits decreased by approximately $0.4 milpamarily due to the expiration of t
statute of limitations relating to certain foreigix positions. As a result, we had $1.5 millioruafecognized tax benefits at March 31, 2008,
all of which relate to positions taken on our fgretax returns and represent the amount of unrézegax benefits that, if recognized, wo
favorably impact the effective income tax rateutufe periods.

We or one of our subsidiaries file income tax nesun the U.S. federal jurisdiction and varioudestéocal, and foreign jurisdictions.
All material federal, state, local, and foreignante tax matters have been concluded for yearsghra002 subject to subsequent utilization
of net operating losses generated in such years.

We are continuing our practice of recognizing iegrand penalties related to income tax matteirscome tax expense. The total
accrual for interest and penalties related to uagetax positions was approximately $0.3 millianad March 31, 2008.
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Note 6—Comprehensive Income

Total comprehensive income for the three monthgémdarch 31, 2008 and 2007 was as follows (in thods):

Three Months Ended

March 31,
2008 2007
Net (loss) incom $ (1,589) $ 293
Foreign currency translation 3,033 325
Total comprehensive income $ 1,45C $ 618

Note 7—Debt
Convertible Debt

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

During the second quarter of 2007, we issued Nete&Npursuant to privately negotiated exchange atgats with certain holders
the Old Notes. Under these agreements, such Iscddgeed to exchange $118.8 million aggregate ipahamount of the Old Notes for
approximately $117.8 million aggregate principaloamt of New Notes. Following the exchange transasti approximately $25.2 million of
the Old Notes, with a conversion price of $38.56.quanmon share, remained outstanding. No netaaioss was recorded on the exchange
transactions since the carrying value of the OlteNancluding unamortized deferred financing cagsroximated the exchange value of the
New Notes

The New Notes initially will be convertible into 3&®77 shares of common stock per $1,000 principaiuant of New Notes
(equivalent to a conversion price of $27.23 pereloa a premium of 38% over the closing marketepfar Veeco’s common stock on
April 16, 2007). Holders may convert the New Nadéany time during the period beginning on Jand&ry2012 through the close of busir
on the second day prior to April 15, 2012 and eatpon the occurrence of certain events includimgcommon stock trading at prices equal
to 130% over the conversion price for a specifiedqul.

Credit Agreement

During the third quarter of 2007, we entered intoradit Agreement with HSBC Bank USA, National Asistion, as administrative
agent (“HSBC"), and the lenders named therein ‘{@v Credit Agreement”). The New Credit Agreemaniends and restates, and
effectively replaced, the prior Credit Agreemerattedl as of March 15, 2005, among Veeco, HSBC amtketiders named therein (the “Prior
Credit Agreement”). The Prior Credit Agreement wasto expire on March 15, 2008. The New Credite&ment provides for revolving
credit borrowings of up to $100.0 million. As of k& 31, 2008 and December 31, 2007, there weremowings outstanding. Interest
expense associated with the credit agreement redahdring the period was $0.1 million, of which thejority is included in accrued
expenses as of March 31, 2008.

Note 8 — Commitments, Contingencies and Other Matts
Litigation

Three shareholder derivative lawsuits were filediagt our directors and certain of our officerdarch and April of 2005 in federal
court in the Southern District of New York (the “@&’). The plaintiffs in the consolidated deriwatiaction asserted that our directors and
certain of our officers breached fiduciary dutie€onnection with improper accounting transactithas we had discovered at our TurboDisc
business unit which led to the restatement in M&@bb of our financial statements for the quartpdyiods and nine months ended
September 30, 2004. On November 5, 2007, we ehiete a Memorandum of Understanding to settlefaiig resolve the consolidated
shareholder derivative action for a payment of epipnately $0.5 million and for our agreement to
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adopt certain changes to our Corporate Governanaelhes. The settlement was approved by the tGouMarch 28, 2008. Insurance
proceeds covered the settlement amount and lepahers related to the settlement. The settleniemisted all pending claims against us
and the other defendants with no admission or fligdif wrongdoing by us or any of the other defetslaeind Veeco and the other defendants
received a full release of all claims pending ie fitigation. This settlement, together with treglier settlement of the related securities class
action lawsuit as described in our Annual ReporForm 10-K for the year ended December 31, 200iclodes the litigation which arose
from the restatement of our financial statementglamch 2005.

Restructuring Expenst

During 2007, management initiated a profit improeatplan, resulting in personnel severance costadproximately 90
employees, or approximately 7.5% of total employedsch included management, administration, andufecturing employees
companywide. Furthermore, we took additional messto improve profitability, including a reductiofidiscretionary expenses,
realignment of our sales organization to more djos®tch current market and regional opportunitées] consolidation of certain engineer
groups within our data storage business, whictuged the discontinuation of two products. In conjion with these activities, we
recognized a restructuring charge of approximasély million during 2007.

During the first quarter of 2008, we consolidated Gorporate headquarters into our Plainview, NewkYocation. As a result, we
incurred an additional restructuring charge, regméag the remaining lease rentals and propertystéor the facility we vacated, offset by the
estimated expected sublease income to be receiedmade certain assumptions in determining thegehavhich included estimated
sublease income and terms of the sublease assuwléastimated discount rate to be used in daetérgthe fair value of the liability. We
developed these assumptions based on our unddrsgasfdhe current real estate market as well aseot market interest rates. The
assumptions are based on management’s best estjraatewill be adjusted periodically if better infation is obtained. During the quarter
we also incurred additional personnel severancescaghe total charge for the quarter is as follgiwshousands):

Three months ended

March 31,
2008
Lease-related costs $ 2,554
Personnel severance costs 321
Total restructuring expense $ 2,87¢

14




The following is a reconciliation of the liabilifpr the restructuring charge from inception throldd@rch 31, 2008 (in thousands):

LED & Solar
Process Data Storage Unallocated

Equipment Process Equipmen Metrology Corporate Total
Shor-Term Liability
2007
Personnel severance char $ 34 $ 658 $ 1,15 $ 2,46¢ $ 4,314
Purchase order commitments — 1,84C — — 1,84C
Total charged to accrual (1) 34 2,49¢ 1,152 2,46¢ 6,154
Cash payments 17 435 751 633 1,83€
Balance as of December 31, 2007 17 2,062 402 1,83€ 4,31¢
2008
Leastrelated cost — — — 971 971
Personnel severance charges 7 124 190 — 321
Total charged to accrual 7 124 190 971 1,292
Cash payments 10 552 265 545 1,372
Balance as of March 31, 2008 $ 14 $ 163t $ 327 $ 2,26z $ 4,23¢
Long-Term Liability
2008
Leastrelated cost $ — $ — $ — $ 1,58¢ 1,582
Balance as of March 31, 2008 $ — $ — $ — $ 1,58 $ 1,582
(1) In 2007, a charge of $0.6 million for the modificat of stock options was recorded as part of aitetion agreement with each of

five key employees as an increase to additional-pacapital. No such charge was recorded initisé quarter of 2008.

The balance of the restructuring accrual is exgettide paid over the next thirty-nine months,har temaining life of the lease for
the former Corporate headquarters. We do not éxpeacur any additional costs in connection wififs restructuring plan during 2008.

In addition to restructuring expenses, during thet fuarter of 2008, we recorded $0.3 million s$et impairment charges associc
with property and equipment abandoned as parteo€timsolidation of our Corporate headquartersontoPlainview facility.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.
Executive Summary

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

Our LED & Solar Process Equipment products, whichilide MOCVD and MBE technologies, are used inntla@ufacturing of HB-
LEDs and wireless devices (such as power amplifiacslaser diodes) and solar panels. Our Data@tdProcess Equipment products, wi
include ion beam etch and deposition, physical vaeposition and other technologies, are used pilyria the manufacturing of TFMHSs for
the data storage industry. Our Metrology equipniensed to provide critical surface measuremantesearch and production
environments . In production, our equipment all@wstomers, such as those in semiconductor andsttatege, to monitor their products
throughout the manufacturing process in order forowe yields, reduce costs, and improve produclityuslVe also sell our broad line of
atomic force microscopes (“AFMs”), scanning probiensscopes (“SPMs”), optical interferometers, atydus profilers to thousands of
universities, research facilities and scientifiatees worldwide to enable a variety of nanotechgylelated research .

We currently maintain facilities in Arizona, Califoa, Colorado, Minnesota, New Jersey and New Ywi) sales and service
locations around the world.

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

Highlights of the First Quarter of 2008

* Revenue was $102.3 million, a 3% increase ovefitsiequarter of 2007.

*  Orders were $109.3 million, up 3% from the firsager of 2007.

e Netloss was $1.6 million, or ($0.05) per sharenpared to net income of $0.3 million, or $0.01 geare, in the first quarter of
2007.

e Gross margins were 41.7%, compared to 44.1% ifitttequarter of 2007.

»  Restructuring and asset impairment charges to&8e2imillion. No such charges were recorded irfitise quarter of 2007.

Outlook

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

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

. Ensuring that each of Veeco’s product businesgeB, & Solar Process Equipment, Data Storage Prdegsgpment, and
Metrology, are executing well; and

Improving Veeco’s business processes to incredsetigeness, predictability and profitability .
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As we enter 2008, we see growth opportunities weisd of our core markets, particularly in our LESolar Process Equipment
business . Itis our intention to significantlginase the research and development spendingibubiness to drive new product
introductions. During the fourth quarter of 2003 part of management’s profit improvement plandseontinued two product lines,
consolidated facilities, and made other changesitdata Storage Process Equipment business ter betiect the volume of business in that
product segment. As a result of these actionshelieve that Veeco is positioned for improved gedfility while staying well-aligned to our
customers’ technology requirements.

In February, 2008 Veeco provided annual guidanaergwvenues will grow a minimum of 10% this yeaapproximately $440
million based upon significant new product introtioics and continued investments in technology hyomstomers across our various end
markets. Some of these technology investment sraradude the opportunity for our MOCVD and MBEftather penetrate emerging HB-
LED and solar applications; the transition to pebeular recording and larger wafer sizes in d&teagie; the adoption of our automated
AFMs as reference metrology tools for sub 65nmiappbns, and the continued funding of nanoscieasearch.

While we currently expect our 2008 operating speado increase due to necessary raises, incergimpensation and other variable
costs, we believe that our significant cost-cuttiegjons in 2007 and continued cost containmenidaudill allow us to decrease our operating
spending as a percentage of sales in 2008. In 2688;0 is undergoing a significant period of trédnosito improve its financial performance
after a disappointing 2007. Our goal is to inceegss margins in 2008, with improvements in egdur businesses, specifically in the
latter half of 2008 as revenues are forecasteddease. We anticipate that progress in this aibaomtinue to come from activities such as
better supply chain management, including outsagrof new products, differentiated, value-added pevduct introductions, and
development of common hardware and software plator
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Results of Operations:
Three Months Ended March 31, 2008 and 2007

Consistent with prior years, we report interim deies, other than fourth quarters which always em®ecember 31, on a 13-week
basis ending on the last Sunday within such perifitk interim quarter ends are determined at tiggnbeng of each year based on the 13-
week quarters. The 2008 interim quarter ends arcM30, June 29 and September 28. The 2007rmtprarter ends were April 1, July 1
and September 30. For ease of reference, we rifgse interim quarter ends as March 31, Juner@DSaptember 30 in our interim
condensed consolidated financial statements.

The following table shows our Consolidated StateisiehOperations, percentages of sales, and cosgrerbetween the three
months ended March 31, 2008 and 2007 (dollarsdngands):

Three Months Ended Dollar and
March 31, Percentage
2008 2007 Change

Net sales $ 102,301 100.C% $ 99,16¢ 100.C%$ 3,141 3.2%
Cost of sales 59,681 58.3 55,471 55.¢ 4,21C 7.6
Gross profit 42,62¢ 41.7 43,69t 441 (1,06¢) (2.4)
Operating expense

Selling, general, and administrative expe 22,62¢ 22.2 22,80¢ 23.C (178) (0.8)

Research and development expe 14,72¢ 14.4 15,38¢ 15.5 (663) (4.3)

Amortization expens 1,95€ 1.9 3,90¢ 3.9 (1,95%) (50.0)

Restructuring expens 2,87¢ 2.8 — 0.0 2,87¢ 100.C

Asset impairment charg 285 0.3 — 0.0 285 100.C

Other expense (income), net 4 0.0 (147) (0.1) (151) (102.7)
Total operating expenses 42,474 41.6 41,957 42.3 517 1.2
Operating income 152 0.1 1,73¢ 1.8 (1,58¢€) (91.3)
Interest expense, n 892 0.8 819 0.8 73 8.9
Gain on extinguishment of debt — 0.0 (738) (0.7) (738)  (100.0)
(Loss) income before income taxes and nonconteplhiterest (740) (0.7) 1,657 1.7 (2,397) (144.9)
Income tax provisiol 919 0.9 1,494 15 (575) (38.5)
Noncontrolling interest (76) (0.1) (130) (0.1) (54) (41.5)
Net (loss) income $ (1,587%) (1.5)%% 293 0.3%$ (1,87€) (640.2)%

Net Sales and Orde

Net sales of $102.3 million for the three monthdezhMarch 31, 2008 were up 3.2% compared to thepacahle 2007 quarter. The
following is an analysis of sales and orders byrsag and by region (dollars in thousands) :

Sales Orders
Three Months Ended Dollar and Percentage Three Months Ended Dollar and Percentage
March 31, Change March 31, Change Book-to-Bill Ratio
2008 2007 Year to Year 2008 2007 Year to Year 2008 2007
Segment Analysis
LED & Solar Process
Equipment $ 42,132 $ 22,407 $ 19,72¢ 88.0% $ 38,677 $ 36,382 $ 2,293 6.3% 0.92 1.62
Data Storage Process
Equipment 24,07¢ 35,682 (11,604) (32.5) 40,61( 32,31¢ 8,294 25.7 1.69 0.91
Metrology 36,097 41,077 (4,980) (12.1) 29,972 37,207 (7,23€) (19.4) 0.83 0.91
Total $ 102,307 $ 99,16€ $ 3,141 3.2% $ 109,25¢ $ 105,907 $ 3,352 3.2% 1.07 1.07
Regional Analysis
North America $ 33,07¢ $ 35227 $ (2,149 (6.1)%%$ 40,641 $ 34,07z $ 6,56¢ 19.3% 1.23 0.97
Europe 17,887 14,362 3,52E 245 15,88¢ 19,08¢ (3,202) (16.8) 0.89 1.33
Japar 16,754 19,89¢ (3,142) (15.8) 8,97C 12,73¢ (3,76¢) (29.6) 0.54 0.64
Asia Pacific 34,58¢ 29,681 4,907 16.5 43,76¢ 40,012 3,753 9.4 1.27 1.35
Total $ 102,307 $ 99,16€ $ 3,141 3.2% $ 109,25¢ $ 105,907 $ 3,352 3.2% 1.07 1.07
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By segment, LED & Solar Process Equipment saleg wpr88.0% due to an increase in end user demahebganding applications
for HB-LEDs. This is partially offset by a 32.5%datease in Data Storage Process Equipment salde thestiming of customers’
requirements in the data storage industry. Aded#tily, Metrology sales decreased 12.1%, primairilg tb a slowdown in the research and
industrial markets. By region, net sales incredsed4.5% and 16.5% in Europe and Asia Pacifiqy@etvely, and decreased by 6.1% and
15.8% in North America and Japan, respectively.bsleve that there will continue to be quarter-t@ader variations in the geographic
distribution of sales.

Orders for the first quarter of 2008 increased [2&¢@8from the comparable 2007 period. By segmert287% increase in Data
Storage Process Equipment orders was primariljtalae increase in orders for slicing and dicingdoids used to create TFMHs. The 6.3%
increase in orders for LED & Solar Process Equipneedriven by an increase in end user demand gpdreling applications for HB-LEDs.
The 19.4% decrease in Metrology orders was duedocedsed orders for AFM products due to lower dehirathe semiconductor and
research and industrial markets.

Our book-to-bill ratio for the first quarter of 280which is calculated by dividing orders receiwea given time period by revenue
recognized in the same time period, was 1.07. Bagklog as of March 31, 2008 was $179.3 milliormpared to $173.5 million as of
December 31, 2007. During the quarter ended Maigt2008, we experienced backlog adjustments atet aancellations of $1.2 million.
Due to changing business conditions and custonggelinements, we may continue to experience cang@sifnd/or rescheduling of orders.

Gross Profit

Gross profit for the quarter ended March 31, 20085 41.7%, compared to 44.1% in the first quat@007. Metrology gross
margins decreased to 46.6% from 49.4%, principdully to lower sales volume and a less favorableyatadix in optical metrology product
sales. Additionally, Data Storage Process Equiprgergs margins decreased from 41.6% in the priar-period to 35.3%, due to reduced
sales volume and unfavorable product mix. LED daB@rocess Equipment gross margins increased 3&2% in the prior-year period to
41.0%, primarily due to favorable pricing on newqhucts, as well as a significant increase in sabisme as compared to the prior-year
period. The aggregate decrease in gross profittsggrincipally from a lower proportion of Metray sales as well as a lower concentration
of non-system sales, which both have higher avegaggs margins than our other products.

Operating Expenses

Selling, general and administrative expenses deetehy $0.2 million, or 0.8%, from the prior-yearipd primarily due to lower
salary and related expenses resulting from theopaed reductions taken as part of management’suctating plan, as well as a decrease in
travel and entertainment expenses. Offsettingetiiest reductions is an increase in non-cash cosagien expense related to stock options
and shares of restricted stock, as well as anageren salary and salary-related expenses assbuidtesenior executives hired in the second
half of 2007.

Research and development expense decreased $on mndm the first quarter of 2007, primarily dtea more focused approach
data storage product development. As a percewtfegpdes, research and development decreased Bd@%olin the first quarter of 2007 to
14.4% in the first quarter of 2008.

Amortization expense was $2.0 million in the figstarter of 2008, compared to $3.9 million in thetfguarter of 2007, due to cert
technology-based intangible assets becoming fullgréized.

Restructuring expense of $2.9 million for the fstarter of 2008 consists of $2.6 million in leaskxted costs associated with the
consolidation and relocation of our Corporate headers into our Plainview, New York facility, a$6.3 million of personnel severance
costs relating to management’s restructuring ptaroanced in 2007.

An asset impairment charge of $0.3 million was ta#tering the first quarter of 2008 primarily foakehold improvements and

furniture and fixtures abandoned in connection \lith consolidation and relocation of our Corpotetadquarters into our Plainview, New
York facility.
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Interest Expense, N

Net interest expense in the first quarter of 2068 0.9 million, compared to $0.8 million in thesfiquarter of 2007. This increase
in net interest expense is due to lower interaginme resulting from lower interest rates and lomarage cash balances invested during the
current period, offset by a decrease in interegérse resulting from the extinguishment of $56.0ani of debt during the first quarter of
2007.

Gain on Extinguishment of Debt

During the first quarter of 2007, we repurchase@.@3nillion of our convertible subordinated notesjucing the amount outstandi
from $200.0 million to $144.0 million. The repuege amount was $55.1 million in cash, of which &53dillion related to principal and $0.3
million related to accrued interest. As a resiithese repurchases, we recorded a net gain freraxtinguishment of debt in the amount of
$0.7 million.

Income Taxe

Income tax provision for the quarter ended MarchZ8D8 was $0.9 million compared to $1.5 milliorthe first quarter of 2007,
primarily as a result of the decrease in the FINet&rve relating to foreign unrecognized tax hignefFhe 2008 provision for income taxes
included $0.6 million relating to our foreign opeoas which continue to be profitable, and $0.3ioml relating to our domestic operations.
Due to significant domestic net operating lossyfarwards, which are fully reserved by a valuatidiowance, our domestic operations are
not expected to incur significant income taxestfier foreseeable future. The 2007 provision foome taxes included $1.2 million relating
our foreign operations and $0.3 million relatingotor domestic operations.

Liquidity and Capital Resources

Historically, our principal capital requirementsveancluded the funding of acquisitions and captglenditures. We traditionally
have generated cash from operations and debt acklissuances. Our ability to generate sufficiesthcflows from operations is depender
the continued demand for our products and servissimmary of the cash flow activity for the thmenths ended March 31, 2008 and 2007
is as follows (in thousands):

Three Months Ended

March 31,
2008 2007
Net cash provided by operating activit $ 326 $ 3,774
Net cash used in investing activiti (3,057) (1,620)
Net cash used in financing activiti (56) (54,324)
Effect of exchange rates on cash and cash equigalen 127 (307)
Net change in cash and cash equivalents (2,654) (52,477)
Cash and cash equivalents at beginning of period 117,08 147,04¢
Cash and cash equivalents at end of period $ 114,42¢ $ 94,56¢

We had a net decrease in cash of $2.7 million dutie three months ended March 31, 2008. Cashged\by operations was
$0.3 million for this period, as compared to casbvled by operations of $3.8 million for the corrgtale 2007 period. Net (loss) income
adjusted for non-cash items provided operating 8asis of $6.5 million for the three months endedrgh 31, 2008, compared to $7.6
million for the comparable 2007 period. Net castvted by operations for the three months endeccMad, 2008 was impacted by a net
change in net operating assets and liabilitiesta? $nillion. Inventories increased by approximat®ty3 million, principally for process
equipment systems scheduled to ship in future grartAccounts receivable decreased $1.9 milliaindithe three months ended March 31,
2008, due to lower volume when compared to thetfioguarter of 2007. Accrued expenses and otheeculiabilities decreased $4.6 million
during the three months ended March 31, 2008, dueaply to a decrease in customer deposits upoogeition of revenue, as well as the
payout of 2007 incentive compensation and salesrissions during the first quarter of 2008.

For the three months ended March 31, 2007, we hred decrease in cash of $52.5 million, primariye do the repurchase of $56.0
million of our 4.125% convertible subordinated reotieie 2008. Cash provided by operations was $3l@mfior the 2007 period, driven by
net income adjusted for non-cash items, providipgrating cash
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flows of $7.6 million, offset by a decrease in nperating assets and liabilities of $3.8 million.

Cash used in investing activities of $3.1 milliam the three months ended March 31, 2008 resuliethgly from capital
expenditures. During the remainder of 2008, we efieinvest an additional $11.5 million in capipabjects primarily related to engineering
equipment and lab tools used in producing, testimjprocess development for our products and eelleameanufacturing facilities. Cash used
in investing activities of $1.6 million for the #& months ended March 31, 2007 resulted primainfcapital expenditures of $1.8 million,
partially offset by $0.2 million in proceeds frofmetsale of property, plant, and equipment.

Cash used in financing activities for the three therended March 31, 2008 totaled $0.1 million, ¢xtimey of $0.2 million in
mortgage payments, offset by proceeds from stalaisces resulting from stock option exercises. @asl in financing activities for the
three months ended March 31, 2007 totaled $54 Bomiwhich consisted of $54.9 million primarilyed to repurchase a portion of our
outstanding convertible subordinated notes, asidsad below, partially offset by $0.6 million frahe issuance of common stock resulting
from the exercise of employee stock options.

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

During the s econd quarter of 2007, we issued rewertible subordinated notes pursuant to privatelyotiated exchange
agreements with certain holders of the originaP8% convertible subordinated notes. Under thesseagents, such holders agreed to
exchange $118.8 million aggregate principal amadfithe Old Notes for approximately $117.8 millioggaegate principal amount of New
Notes due April 15, 2012. Following the exchangmsactions, approximately $25.2 million of the ®lotes remained outstanding. No
gain or loss was recorded on the exchange transadince the carrying value of the Old Notes idiclg unamortized deferred financing
costs approximated the exchange value of the NetgsNo

The New Notes initially are convertible into 36.72hares of common stock per $1,000 principal arnouNew Notes at a
conversion price of $27.23 at any time during teaqd beginning on January 15, 2012 through theectif business on the second day prior
to April 15, 2012 and earlier upon the occurreniceestain events. We pay interest on the New NoteApril 20 and October 15 of each
year.

During the third quarter of 2007, we entered itite New Credit Agreement with HSBC Bank, as admiaiste agent, which amen
and restates, and effectively replaces, the PriediCAgreement, among us and HSBC and four othek& which was set to expire on Ma
15, 2008. The New Credit Agreement provides fardwings of up to $100.0 million with an annualérest rate that is a floating rate equal
to the prime rate of the agent bank. A LIBOR-baisgerest rate option is also provided. Borrowingsyrbe used for general corporate
purposes, including working capital requirements aoquisitions. The New Credit Agreement contagrain restrictive covenants, and we
are required to satisfy certain financial testsarttle New Credit Agreement substantially simitatitose of the Prior Credit Agreement. As
of March 31, 2008, we are in compliance with al@oants. Substantially all of our assets and tbdserr material domestic subsidiaries,
other than real estate, have been pledged to seaumbligations under the New Credit Agreemente Tevolving credit facility under the
New Credit Agreement expires on March 31, 2012.oA8larch 31, 2008 and December 31, 2007, there werborrowings or unsecur
letters of credit outstanding.

We believe that existing cash balances togethér egsh generated from operations and amounts hiailader the New Credit
Agreement will be sufficient to meet our projecteorking capital and other cash flow requirementstti@ next twelve months, as well as our
contractual obligations. We believe we will be atsleneet our obligation to repay the $25.2 millmrtstanding Old Notes that mature on
December 21, 2008 and the $117.8 million outstaptliew Notes that mature on April 15, 2012 througmbination of conversion of the
notes outstanding, refinancing, cash generated @oenations , and other means .

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

Contractual Obligations

There have been no significant changes to our ‘@otial Obligations” table in Part I, Item 7, “Magement’s Discussion and Analysis of
Financial Condition and Results of Operations” of 8007 Annual Report on Form 10-K.

Application of Critical Accounting Policies

General: Our discussion and analysis of our financial ¢l and results of operations are based uporCamdensed Consolidat
Financial Statements, which have been preparedcdordance with U.S. generally accepted accountiimgiples. The preparation of these
financial statements requires us to make estinstdgudgments that affect the reported amountsséts, liabilities, revenues and expenses.
On an on-going basis, management evaluates itaa@st and judgments, including those related todedts, inventories, intangible assets
and other long-lived assets, income taxes, warralligations, restructuring costs and contingaattilities, including potential litigation.
Management bases its estimates and judgments tomi¢és experience and on various other factorsdha believed to be reasonable under
the circumstances, the results of which form th&sbfor making judgments about the carrying vaklfesssets and liabilities that are not
readily apparent from other sources. Actual resubiy differ from these estimates under differestiagptions or conditions. We consider
certain accounting policies related to revenuegeition, the valuation of inventories, the impaimhef goodwill and indefinite-lived
intangible assets, the impairment of long-livedeésswarranty costs, the accounting for incomedaard share-based compensation to be
critical policies due to the estimation process®slved in each.

Revenue RecognitionWe recognize revenue in accordance with the Sta@ ASccounting Bulletin No. 104Revenue Recognitian
Certain of our product sales are accounted for@spte-element arrangements in accordance withrigimg Issues Task Force (“EITF”) 00-
21,Revenue Arrangements with Multiple Deliverablesnultiple-element arrangement is a transactioncivimay involve the delivery or
performance of multiple products, services, orisgh use assets, and performance may occur atetliff points in time or over different
periods of time. We recognize revenue when pergeasiidence of an arrangement exists, the sales fixed or determinable and
collectibility is reasonably assured. For produymtoduced according to our published specificatiarhere no installation is required or
installation is deemed perfunctory and no substartustomer acceptance provisions exist, reventee@gnized when title passes to the
customer, generally upon shipment. For productdymred according to a particular customer's spedifins, revenue is recognized when the
product has been tested, it has been demonsthatd meets the customer's specifications ara piiisses to the customer. The amount of
revenue recorded is reduced by the amount of astper retention (generally 10% to 20%), whichas payable by the customer until
installation is completed and final customer acaepe is achieved. Installation is not deemed tedsential to the functionality of the
equipment since installation does not involve gigant changes to the features or capabilitiehefdquipment or building complex interfaces
and connections. In addition, the equipment coeléhtalled by the customer or other vendors ameigdly the cost of installation
approximates only 1% to 2% of the sales value efrétated equipment. For new products, new appits of existing products, or for
products with substantive customer acceptance §ions where performance cannot be fully assessedtpmeeting customer specificatic
at the customer site, revenue is recognized upomplation of installation and receipt of final custer acceptance. Since title to goods
generally passes to the customer upon shipmenB@#tdto 90% of the contract amount becomes payalleaatime, inventory is relieved a
accounts receivable is recorded for the amouradiit the time of shipment. The profit on the amduiied for these transactions is deferred
and recorded as deferred profit in the accompang@mgiensed consolidated balance sheets . Serdomaintenance contract revenues are
recorded as deferred revenue, which is includedhiar accrued expenses, and recognized as revarastmight-line basis over the service
period of the related contract.

Inventory Valuation: Inventories are stated at the lower of cost @pially first-in, first-out method) or market. Magement
evaluates the need to record adjustments for inmgant of inventory on a quarterly basis. Our polikyo assess the valuation of all
inventories, including raw materials, work-in-presefinished goods and spare parts. Obsolete iomeat inventory in excess of
management's estimated usage for the next 12 maetiuirements is written down to its estimatedkeiavalue, if less than its cost. Inherent
in the estimates of market value are
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management's estimates related to our future metumiiag schedules, customer demand, technologreiiba market obsolescence, possible
alternative uses and ultimate realization of exaessntory.

Goodwill and Indefinite-Lived Intangible Asset Inmpgent: We have significant intangible assets relategiotmdwill and other
acquired intangibles. In assessing the recovetalbifiour goodwill and other indefinite-lived intgible assets, we must make assumptions
regarding estimated future cash flows and othdpfado determine the fair value of the respectissets. If it is determined that impairment
indicators are present and that the assets wilbadtilly recoverable, their carrying values amua=d to estimated fair value. Impairment
indicators include, among other conditions, castvftieficits, an historic or anticipated declingéwenue or operating profit, adverse legal or
regulatory developments, and a material decreaseifair value of some or all of the assets. Asaet grouped at the lowest levels for which
there are identifiable cash flows that are largetiependent of the cash flows generated by otlet@agoups. Changes in strategy and/or
market conditions could significantly impact thessumptions, and thus Veeco may be required todéwpairment charges for those assets
not previously recordedDuring the fourth quarter of 2007, as required,performed an annual impairment test, and based the judgmer
of management, it was determined that no impairrarists.

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

In the fourth quarter of 2007, management initiatgaan to discontinue certain product lines thatexnot consistent with the current
view of the business. We identified and wroteagfitain fixed assets associated with these prdohés and recorded an asset impairment
charge of $1.1 million in the fourth quarter of Z00 An asset impairment charge of $0.3 million wadsen during the first quarter of 2008,
primarily for leasehold improvements and furnitared fixtures abandoned in connection with the cldation and relocation of our
Corporate headquarters into our Plainview, New Yfadility.

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

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

We record valuation allowances in order to redugedeferred tax assets to the amount expected tteatieed. In assessing the
adequacy of recorded valuation allowances, we densi variety of factors, including the scheduledersal of deferred tax liabilities, future
taxable income, and prudent and feasible tax pransirategies.
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Under Statement of Financial Accounting Standards109,Accounting for Income Tax€*SFAS 109"),factors such as current and previ
operating losses are given significantly greatagttethan the outlook for future profitability iretermining the deferred tax asset carrying
value.

At March 31, 2008, we had a valuation allowancemgroximately $73.5 million against substantiallyoh our domestic net deferr
tax assets, which consist of net operating lossaxndredit carryforwards, as well as temporaryudtithle differences. The valuation
allowance was calculated in accordance with theipians of SFAS 109, which places primary imporgoa our historical results of
operations. Although our operating results in pyiears were significantly affected by restructuramgl other charges, our historical losses
the loss incurred in 2007 represent negative ecielenfficient to require a full valuation allowanoeder the provisions of SFAS 109. If we
are able to realize part or all of the deferredassets in future periods, we will reduce our v for income taxes with a release of the
valuation allowance in an amount that corresponitts tive income tax liability generated.

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

Share-Based CompensatiodVe account for our share-based compensation ordance with SFAS 123(R). SFAS 123(R) requires
all share-based payments to employees, includiagtgiof employee stock options, to be recognizeétdrincome statement based on their
fair values. Additionally, SFAS No. 123(R) requitég benefits of tax deductions in excess of rezeghcompensation cost to be reported as
a financing cash flow, rather than as an operatash flow as required under previous accountiegdttire, which has the effect of reducing
consolidated net operating cash flows and incrgasimsolidated net financing cash flows in periafiesr adoption. For the three months
ended March 31, 2008, we did not recognize anyala@ed financing cash flows for such excess &duttions.

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

Recent Accounting Pronouncements

On February 12, 2008, the FASB issued FSP 157SP F57-2 amends SFAS 157 to delay the effective aflaSFAS 157 for
nonfinancial assets and nonfinancial liabilitiessept for items that are recognized or disclosddiatalue in the financial statements on a
recurring basis (that is, at least annually). iEEms within its scope, FSP 1Z7defers the effective date of SFAS 157 to fisearg beginnin
after November 15, 2008, and interim periods withiose fiscal years. Currently we believe the ictjpd the adoption of FSP 157-2 in 2009
will be on our disclosures only.

In December 2007, the FASB issued SFAS 141(R) &#A&S5S160. Under SFAS 141(R), an acquiring entitly be required to
recognize all the assets acquired and liabilitessimed in a transaction at the acquisition daf@ratalue with limited exceptions. SFAS 141
(R) also changes the accounting treatment for iceother items that relate to business combinatiSFAS 141(R) applies prospectively to
business combinations for which the acquisitioredsibn or after January 1, 2009. The purpose &SSE60 is to improve the relevance,
comparability, and transparency of the financi&imation that a reporting entity provides in itmsolidated financial statements. The most
significant provisions of this statement resultinges to the presentation of noncontrolling &g in the consolidated financial stateme
SFAS 160 is effective for fiscal years beginninggaDecember 15, 2008. The adoption of this statemwill impact the manner in which we
present noncontrolling interests, but will not impaur consolidated financial position or result®perations.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

Our net sales to foreign customers representedzgiopately 67.7% of our total net sales for the ¢hmeonths ended March 31, 2008,
and 64.5% for the comparable 2007 period. We expatinet sales to foreign customers will contittueepresent a large percentage of our
total net sales. Our net sales denominated indoreiirrencies represented approximately 16.6% ofatal net sales for the three months
ended March 31, 2008, and 20.3% for the compai20d& period.

The condensed consolidated results of operatiarthéothree months ended March 31, 2008 includeeagge foreign currency gai
of approximately $0.1 million, which were net ofes of approximately $0.3 million related to forsveontracts. For the three months er
March 31, 2007, the results include aggregate dareurrency losses of approximately $0.1 milliomjetr included losses of approximately
$0.1 million related to forward contracts.

We are exposed to financial market risks, includihgnges in foreign currency exchange rates. Taegds in currency exchange
rates that have the largest impact on translatimgraernational operating profit are the Japanése and the Euro. We use derivative
financial instruments to mitigate these risks. V@endt use derivative financial instruments for spative or trading purposes. We generally
enter into monthly forward contracts to reducesdffect of fluctuating foreign currencies on shanrb foreign currency-denominated
intercompany transactions and other known currexgpsures. The average notional amount of suchiaziatwas approximately
$2.8 million for the three months ended March 310& On March 27, 2008 we entered into forward s for the month of April for the
notional amount of approximately $3.9 million. Tiadr value of the contract at inception was zevbich did not significantly change at
March 31, 2008. We do not anticipate any signifidature loss from fluctuations in currency exchamates, as our hedging strategy is
designed to minimize the risk of such fluctuations.

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

Iltem 4. Controls and Procedures.

Our senior management is responsible for estahlisiind maintaining a system of disclosure contints procedures (as defined in
Rule 13a-15 and 15d-15 under the Securities Exahawatjof 1934 (the “Exchange Act”)) designed towesthat information required to be
disclosed by us in the reports that it files ormitb under the Exchange Act is recorded, processedmarized and reported within the time
periods specified in the SEC’s rules and formssc@isure controls and procedures include, withimitdtion, controls and procedures
designed to ensure that information required tdibelosed by an issuer in the reports that it filesubmits under the Exchange Act is
accumulated and communicated to the issuer's mamagte including its principal executive officer @fficers and principal financial officer
or officers, or persons performing similar functpas appropriate to allow timely decisions regaydequired disclosure.

We have evaluated the effectiveness of the desigroperation of our disclosure controls and proceslunder the supervision of
and with the participation of management, includimg CEO and Chief Financial Officer (“CFQ”), astbé end of the period covered by this
report. Based on that evaluation, our CEO and @& concluded that our disclosure controls andqatores are effective in timely alerting
them to material information required to be inclddie our periodic SEC filings.

We have implemented new company-wide integrateticgiipns software. As of April 1, 2008, we havampleted the conversion
to this new platform in all of Veeco’s businessdtions. As a result, certain changes have been toaule internal controls, which
management believes will strengthen our internatrod structure. There have been no other sigmifichanges in our internal controls or
other factors during the fiscal quarter ended M&th2008 that have materially affected, or arswaably likely to materially affect, our
internal control over financial reporting.
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Part Il. OTHER INFORMATION
Item 1. Legal Proceedings

Three shareholder derivative lawsuits were filediagt our directors and certain of our officerdarch and April of 2005 in federal
court in the Southern District of New York. Theipltiffs in the consolidated derivative action atse that our directors and certain of our
officers breached fiduciary duties in connectiothviimproper accounting transactions which we hadaliered at our TurboDisc business
unit which led to the restatement in March 2005 wf financial statements for the quarterly periadd nine months ended September 30,
2004. On November 5, 2007, we entered into a Manmtum of Understanding to settle and fully resdheeconsolidated shareholder
derivative action for a payment of approximatelySh@illion and for our agreement to adopt certdianges to our Corporate Governance
Guidelines. The settlement was approved by thet@suMarch 28, 2008. Insurance proceeds covéredettlement amount and legal
expenses related to the settlement. The settledi@nissed all pending claims against us and theratefendants with no admission or
finding of wrongdoing by us or any of the otherefedants, and Veeco and the other defendants recaiftdl release of all claims pending in
the litigation. This settlement, together with telier settlement of the related securities cdas$i®n lawsuit as described in our Annual
Report on Form 10-K for the year ended DecembeRBQ7, concludes the litigation which arose from thstatement of our financial
statements in March 2005.

Item 1A. Risk Factors.

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

Item 6. Exhibits.

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

16244.
Number Description Incorporated by Reference to the Following Document
10.1 Letter Agreement dated January 11, 2008 betweend/ee Annual Report on Form 10-K for the year ended
Instruments Inc. and Mark R. Mun December 31, 2007, Exhibit 10.
31.1 Certification of Chief Executive Officer pursuantRule 13a—14 *
(a) or Rule 15d—14(a) of the Securities and Exckahgt of
1934,
31.2 Certification of Chief Financial Officer pursuant Rule 13a—14 *
(a) or Rule 15d—14(a) of the Securities and Exchaiet of
1934.
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. *
Section 1350, as adopted pursuant to Section 9@&dbarbanes-
Oxley Act of 2002
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. *
Section 1350, as adopted pursuant to Section 9@Gedbarbanes-
Oxley Act of 2002
* Filed herewith
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SIGNATURES

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

Date: April 30, 2008
Veeco Instruments In

By: /s/ JOHN R. PEELEF

John R. Peele
Chief Executive Office

By: /s/ JOHN F. REIN, JFk

John F. Rein, Ji
Executive Vice President, Chief Financial Officada
Secretary
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Oxley Act of 2002
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Exhibit 31.1
CERTIFICATION PURSUANT TO
RULE 13a — 14(a) or RULE 15d — 14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934
I, John R. Peeler, Chief Executive Officer of Vedesiruments Inc., certify that:
1. | have reviewed this quarterly report on Form 1@6xhe period ended March 31, 2008 of Veeco Imsants Inc.;
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or om#itée a material fact necessary

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

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

4. The registrant’s other certifying officer and | assponsible for establishing and maintaining disaie controls and procedures (as

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

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

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

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

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

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

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

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

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

Chief Executive Office
Veeco Instruments In
April 30, 2008




Exhibit 31.Z

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

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

1.

2.

| have reviewed this quarterly report on Form 1@6xhe period ended March 31, 2008 of Veeco Imsants Inc.;

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

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

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

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

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

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

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

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

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

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

/s/ JOHN F. REIN, JF

John F. Rein, J

Executive Vice President, Chief Financial Officade&Secretar
Veeco Instruments In

April 30, 2008




Exhibit 32.1

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

In connection with the Quarterly Report of Veecsttaments Inc. (the “Company”) on Form 10-Q for flegiod ended March 31,
2008 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), |, JohrPReler, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 2 adopted pursuant to Section 906 of the Sask@mnley Act of 2002, that:

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

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

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

Chief Executive Office
Veeco Instruments In
April 30, 2008

A signed original of this written statement reqdil®y Section 906 has been provided to Veeco Ingnisninc. and will be retained
by Veeco Instruments Inc. and furnished to the B8gesiand Exchange Commission or its staff upauest.




Exhibit 32.2

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

In connection with the Quarterly Report of Veecsttaments Inc. (the “Company”) on Form 10-Q for flegiod ended March 31,
2008 as filed with the Securities and Exchange C@sion on the date hereof (the “Report”), I, JohiREin, Jr., Executive Vice President,

Chief Financial Officer and Secretary of the Compaertify, pursuant to 18 U.S.C. Section 1350a@dapted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

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

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

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President, Chief Financial Officada
Secretary

Veeco Instruments In

April 30, 2008

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




