EDGAROnline

VEECO INSTRUMENTS INC

FORM DEF 14A

(Proxy Statement (definitive))

Filed 04/28/05 for the Period Ending 05/25/05

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

TERMINAL DRIVE

PLAINVIEW, NY 11803

516 677-0200

0000103145

VECO

3559 - Special Industry Machinery, Not Elsewhere Classified
Semiconductors

Technology

12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2014, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

VEECO INSTRUMENTS INC

FORM DEF 14A

(Proxy Statement (definitive))

Filed 4/28/2005 For Period Ending 5/25/2005

Address

Telephone
CIK
Industry
Sector
Fiscal Year

TERMINAL DR

PLAINVIEW, New York 11803
516-349-8300

0000103145

Semiconductors

Technology

12/31

powersa By LLCRIL -

Distribution and use of t




QuickLinks-- Click here to rapidly navigate through this domnt

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934

Filed by the Registrar®l

Filed by a Party other than the Registid

Check the appropriate bc

Preliminary Proxy Stateme

Confidential, for Use of the Commission Only (as penitted by Rule 14a-6(e)(2))
Definitive Proxy Statemer

Definitive Additional Materials

O O = 0O

Soliciting Material Pursuant to Rule 1-12

Veeco Instruments Inc.

(Name of Registrant as Specified In Its Char

(Name of Person(s) Filing Proxy Statement, if othean the Registran
Payment of Filing Fee (Check the appropriate b
&  No fee required

O Fee computed on table below per Exchange Act Rife-6(i)(1) and (-11.
Q) Title of each class of securities to whitansaction applies:

(2 Aggregate number of securities to whigmsaction applies:

3) Per unit price or other underlying vabfd¢ransaction computed pursuant to Exchange A& Ru
0-11 (set forth the amount on which the filing feealculated and state how it was determined):

4) Proposed maximum aggregate value of aratien:

(5) Total fee paid:

Fee paid previously with preliminary materie

Check box if any part of the fee is offset as pided by Exchange Act Rule 0-11(a)(2) and identify th
filing for which the offsetting fee was paid preuiy. Identify the previous filing by registration
statement number, or the Form or Schedule andateed its filing.

Q) Amount Previously Paid:



(2) Form, Schedule or Registration Statenmnt

3) Filing Party:

4) Date Filed:




VEECO INSTRUMENTS INC.

100 Sunnyside Boulevard, Suite B
Woodbury, NY 11797

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
to be held on May 25, 2005

NOTICE IS HEREBY GIVEN that the Annual Maw®j of Stockholders (the "Meeting") of Veeco Instrents Inc. ("Veeco") will be hel
at 9:30 a.m. (New York City time) on May 25, 20@bthe Corporate Center, 395 North Service RoadigrAuditorium, Melville, New Yor!
for the purpose of considering and acting uporfadhewing matters as set forth in the accompany?ngxy Statement:

1.

2.

5.

Election of three directors;
Approval of an amendment to the Veeco Instrumamtskirst Amended and Restated Employee Stock BsecRlan;
Approval of an amendment to the Veeco Instrumamts2000 Stock Incentive Plan;

Ratification of the appointment of Ernst & YoungRlas Veeco's independent registered public aceayfitim for the fiscal
year ending December 31, 2005; and

The transaction of such other business as may pyopame before the Meeting or any adjournmentsastponements there:

Stockholders who owned shares of our stdd¢ke close of business on April 1, 2005 are lextito attend and vote at the Meeting. A
certified list of these stockholders will be avhlafor examination, during business hours, by stogkholder for any purpose germane to the
Meeting for ten days prior to the Meeting at thiices of Veeco, 100 Sunnyside Boulevard, Suite Bodbury, New York 11797.

By order of the Board of Director

John F. Rein, Jr.
Executive Vice President, Chief Financial OfficedeSecretar

April 28, 2005

WHETHER OR NOT YOU PLAN TO ATTEND, PLEASE COMPLETE, DATE, SIGN AND RETURN THE ENCLOSED PROXY
CARD IN THE STAMPED AND ADDRESSED ENVELOPE ENCLOSED. YOU CAN HELP VEECO AVOID UNNECESSARY
EXPENSE BY PROMPTLY RETURNING THE ENCLOSED PROXY CA RD. THE BUSINESS OF THE MEETING TO BE ACTED
UPON BY THE STOCKHOLDERS CANNOT BE TRANSACTED UNLES S AT LEAST 50% OF THE OUTSTANDING SHARES
OF VEECO'S COMMON STOCK ARE REPRESENTED AT THE MEET ING.




VEECO INSTRUMENTS INC.

100 Sunnyside Boulevard, Suite B
Woodbury, NY 11797

PROXY STATEMENT

This Proxy Statement is being furnisheth®stockholders (the "Stockholders") of Veecorlmsients Inc., a Delaware corporation
("Veeco" or the "Company"), in connection with thenual Meeting of Stockholders of Veeco to be ral®:30 a.m. (New York City time)
on May 25, 2005, at the Corporate Center, 395 N®etvice Road, Lower Auditorium, Melville, New Yo¢the "Meeting"). Accompanying
this proxy statement ("Proxy Statement") is a roti€ such Meeting and a form of proxy solicitedseco's Board of Directors. Audited
financial statements of Veeco for the fiscal yaadtezl December 31, 2004 are contained in Veeco's@dirikeport on Form 10-K which has
been mailed with this Proxy Statement. These nadseaire being mailed to Stockholders on or aboutil 28, 2005.

Proxies in the accompanying form which gn@perly executed and duly returned to Veeco aridewwked prior to the voting at the
Meeting will be voted as specified. If no contrapecification is made and if such proxy is not geated as a broker non-vote, the shares of
Veeco's common stock, $0.01 par value per shate(S" or "Common Stock"), represented by the eedgroxy will be voted:

Proposal ] FOR the election of the nominees for direc

Proposal 2 FOR the approval of the amendnaetiite Veeco Instruments Inc. First Amended andd&ed Employee
Stock Purchase Plan, as amended to date (the "B8B;!

Proposal 3 FOR the approval of the amendmaetiite Veeco Instruments Inc. 2000 Stock Incerfikan (the "2000
Plan"); anc

Proposal ¢ FOR the ratification of the appointment of Erns¥&ung LLP as auditor:

In addition, the Shares represented betibosed proxy will be voted by the persons narheckin, in such persons' discretion, with
respect to any other business which may propertyecbefore the Meeting or any adjournments or postpmnts thereof.

Any Stockholder who provides a proxy hasplower to revoke it at any time prior to the vgtby filing with the Secretary of Veeco
written notice of revocation, by providing a dulyeeuted proxy bearing a later date or by votingenson at the Meeting.

The Board of Directors has fixed the closbusiness on April 1, 2005 (the "Record Date¥)tlse record date for the determination o
Stockholders who are entitled to receive noticaraf to vote at the Meeting. The holders of at 188%t of the issued and outstanding shares
of Common Stock must be present in person, or sepited by proxy, to constitute a quorum for thedaation of business at the Meeting.
Section 1.6 of Veeco's Bylaws provides that corfgoagtion to be taken by stockholder vote, othanttine election of directors, shall be
authorized by a majority of the votes cast at atmgef the stockholders at which a quorum is pnés@irectors shall be elected by a plure
of the votes cast at the Meeting (Proposal 1). ffimaative vote by the holders of a majority of thetes cast at the Meeting is required for
approval of each of Proposals 2, 3 and 4.

As of the Record Date, there were 29,85BgHares of Common Stock outstanding. Each shaZemimon Stock is entitled to one vote
with respect to each of the matters to be votedhgidhe Meeting. In accordance with the laws ef$itate of Delaware, shares represente
proxies marked as abstentions or designated agtbnak-votes will be counted for purposes of debeimg a quorum.




SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain infation regarding the beneficial ownership of Comr&tock as of April 1, 2005 (unless
otherwise specified below) by (i) each person kndmyrveeco to own beneficially more than five petogithe outstanding shares of
Common Stock, (ii) each director of Veeco, (iigt@hief Executive Officer and each of the next fmast highly compensated executive
officers of Veeco (the "Named Officers") and (ifl)executive officers and directors of Veeco ag@ug. Unless otherwise indicated, Veeco
believes that each of the persons or entities namguk table exercises sole voting and investmenter over the shares of Common Stock
that each of them beneficially owns, subject to kamity property laws where applicable.

Shares of Common Stock
Beneficially Owned (1)

Percentage of

Options/ Total Shares

Shares Warrants Total Outstanding (1)
5% or Greater Stockholders:
Chorus L.P./Paul E. Colombo ( 3,369,31! 161,43( 3,530,74! 11.€%
State Street Research and Management Ci 2,901,13: — 2,901,13: 9.7%
Capital Research and Management Compan 1,890,00! — 1,890,00! 6.2%
Capital Group International, Inc. ( 1,685,75! — 1,685,75! 5.7%
Directors:
Edward H. Braur 65,01¢ 890,66t 955,68! 3.1%
Richard A. D'Amore 43,70 68,66¢ 112,36° *
Joel A. Elftmann (6 5,33: 68,66¢ 73,99¢ *
Heinz K. Fridrich — 55,00( 55,00( *
Douglas A. Kingsley (7 10,00( 41,86( 51,86( *
Paul R. Low — 65,33: 65,33: *
Roger McDanie — 41,00( 41,00( *
Irwin H. Pfister — 55,00( 55,00( *
Walter J. Scher 78C 44,33 45,11 *
Peter J. Simon — 10,00( 10,00( *
Named Executive Officers:
Edward H. Braut 65,01¢ 890,66t 955,68! 3.1%
John K. Bulmar 1,53¢ 81,00( 82,53/
Don R. Kania, Ph.C 43¢ 245,00! 245,44 *
Anthony L. Martinez 4,57¢ 54,83: 59,40¢ *
John F. Rein, J 5,45:% 269,49¢ 274,95:
All Directors and Executive Officers as a Group (16
persons 155,98! 2,121,68I 2,277,66! 7.1%
* Less than 1%.

(1) A person is deemed to be the beneficial owner afisies owned or which can be acquired by suckgrewithin 60 days of the
measurement date upon the exercise of warrantsrastdck options. Each person's percentage owmeiskietermined by assuming
that warrants and stock options beneficially owhgduch person (but not those owned by any otheiopg have been exercised.

2 Chorus L.P. is a limited partnership controlled\Myy Paul Colombo, founder and a former stockholfeipplied Epi, Inc. The
address of this holder is 4900 Constellation Dri&e Paul, MN 55127.
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(3)

(4)

()

(6)

(7)

Share ownership information is based on informationtained in a Schedule 13G filed with the Semsgiand Exchange Commissi

on January 27, 2005. The address of this holdétate Street Research and Management Company,i@aeckal Center, 3% Floor,
Boston, MA 02111.

Share ownership information is based on informationtained in a Schedule 13G filed with the Semgiand Exchange Commission
on February 14, 2005. The address of this hold€ajsital Research and Management Company, 333 Stmgh Street, Los Angeles,
CA 90071.

Share ownership information is based on informationtained in a Schedule 13G/A filed with the Siims and Exchange
Commission on February 14, 2005. The address sthibider is Capital Group International, Inc., 10 Banta Monica Boulevard, Los
Angeles, CA 90025.

Includes 2,000 shares of Common Stock held by thim&nn Family Limited Partnership, of which Mr.fiéhann is the general
partner.

Includes 21,860 options held in the name of Advetdrnational Corporation, for which Mr. Kingslegrses as Senior Vice President.

PROPOSAL 1
ELECTION OF DIRECTORS

Veeco's Certificate of Incorporation preegdor a Board of Directors elected by Stockholddrich is divided into three classes of

Directors serving staggered terms. Currently, tbarB of Directors is comprised of ten members, isting of three Class | Directors, four
Class Il Directors and three Class Il Directorsalt®r Scherr, a Class Il Director, will not be stang for reelection. Mr. Scherr, currently

80 years old, has served on Veeco's Board sincg 499 has acted as an employee of, or consultatite@Company and its predecessor since
1986. As a result of Mr. Scherr's retirement, tize sf the Board of Directors will be reduced toemimembers effective immediately

following the annual meeting. Each of the remairtimge Class Il Directors is up for re-electiorsthear.

Based on the recommendation of the Nomigaind Governance Committee, the Board of Diredtassnominated the following

Directors for re-election, each of whom is currgriClass Il Director

Nominated for For a Term Expiring at the Annual
Name Re-Election to: Meeting of Stockholders in:
Joel A. Elftmanr Class Il 200¢
Paul R. Low Class 200¢
Peter J. Simon Class Il 200¢

The following Directors will continue ingir current positions for the term specified:

Term Expires at the Annual

Name Continuing in: Meeting of Stockholders in:

Heinz K. Fridrich Class | 2007
Roger D. McDanie Class | 2007
Irwin H. Pfister Class | 2007
Edward H. Braur Class Il 200¢
Richard A. D'Amore Class Il 200¢
Douglas A. Kingsley Class llI 200¢

Management does not contemplate that attyeofiominees for Director will be unable to setwdt, if such a situation should arise, it is

the intention of the persons named in the accorrripgmroxy




to vote for the election of such other person aspes as the remaining members of the Board oftRire may recommend.

Directors are elected by a plurality of ttetes cast at the Meeting. Unless authority t@ veispecifically withheld by appropriate
designation on the face of the proxy or a brokaraminee has indicated on the face of the proxhadk of discretionary authority to vote, the
persons named in the accompanying proxy intendte the shares represented thereby for the pevelomse names are set forth above as
Directors of Veeco. Accordingly, only proxies madk&OR" the nominees or unmarked (other than braokervotes) will be counted as
"votes" in determining the election of Directors.

The Board of Directors recommends a vote FOR apprait of the Director nominees named above.

The Directors of Veeco, and their ages@rdmittee memberships as of April 1, 2005, are:

Name Age Board Committees; Lead Director Director Since

Edward H. Braur 65 None 199(
Richard A. D'Amore 51  Compensatiol 199(
Joel A. Elftmanr 65  Audit 199/
Heinz K. Fridrich 72 Audit 199¢
Douglas A. Kingsley 43  Nominating and Governance (Chairmi 200c
Paul R. Low 72  Compensation (Chairman), Nominating and Govern: 199/
Roger D. McDanie 66  Compensation, Nominating and Governa 199¢
Irwin H. Pfister 60  Audit (Chairman) and Lead Direct 199¢
Walter J. Scher 80 None 199(
Peter J. Simon 57  Audit 200¢

Edward H. Braurhas been Chairman and Chief Executive Officer addgesince January 1990, was President of Veeco from
January 1990 to May 2000 and from October 2000 &ockl 2003. Prior to 1990, Mr. Braun served as Etreelice President and Chief
Operating Officer of Veeco's predecessor. Mr. Brjmimed the predecessor in 1966 and held numerositigns with the predecessor,
including Director of Marketing, General Managedda@hief Operating Officer. Mr. Braun is a DirectBmeritus of Semiconductor
Equipment and Materials International, a trade @iasion for suppliers to the semiconductor indugt8EMI"), of which he was Chairman of
the Board in 1993, a member of the Executive Adyigtouncil of the International Disk Drive Equipmiemd Materials Association
(IDEMA), and a director of Cymer, Inc., a suppléfrexcimer laser light sources, as used in deep-ulblet photolithography systems.

Richard A. D'Amoréias been a General Partner of North Bridge VerRaréners since 1994. In addition to Veeco, Mr. DoAenis a
director of Phase Forward Incorporated and Solad@orporation.

Joel A. Elftmanns President and a Director of Custom Fab Solutidi(3, a supplier to semiconductor capital equipntraahufacturers.
Mr. Elftmann was a co-founder of FSI Internatiotrad. and served as its Chairman and Chief Exec@ffieer from May 1991 through
December 1999, and thereafter served as its Chaiomidl January 2002. Mr. Elftmann was a co-founafeietron Technology, N.V.
("Metron"), a distributor of semiconductor capiégjuipment, and served as Chairman and a Supenisamgtor of Metron through
December 2004. He also serves as a director oENgr company in the process of being liquidatddviing the asset sale of Metron. He is
also a Director Emeritus and former Chairman of2bard of Directors of SEMI.

Heinz K. Fridrichis an Industry Professor Emeritus of the Universitylorida. He joined the University of Florida1993 after
43 years with IBM, including serving as Vice Presitand General




Manager of IBM's largest development and manufamusite for semiconductors and electronic packagimd most recently as IBM's Vice
President responsible for worldwide manufacturing quality. He is also a director of CH Energy Grplnc. and Solectron Corporation.

Douglas A. Kingsleis a Senior Vice President of Advent InternatioBiatporation, a venture capital firm, where he hesrbemployed since
1990. From 1985 through 1988, Mr. Kingsley waslassangineer for Teradyne, Inc., a manufactur@ubdmatic test equipment for the
electronics industry. He is also a director of Asfgechnology Inc. and a member of the Board of €sers of the Boston Symphony
Orchestra.

Paul R. Lowhas been President and Chief Executive OfficeRif Rssociates, a technology consulting firm, sifmending the firm in
1992. Previously, Dr. Low was Vice President-Gehktanager, Technology Products for IBM from 198fotigh 1992 and a member of
IBM's Management Board from 1990 to 1992. Dr. Levaiso a director of Applied Materials, Inc. andeStron Corporation.

Roger D. McDanie| currently retired, was President and Chief Exgeudfficer of IPEC, Inc., which manufactured cheaii
mechanical planarization (CMP) equipment for th@isenductor industry, from 1997 to April 1999. Thgh August 1996, Mr. McDaniel
was Chief Executive Officer of MEMC Electronic Matds, Inc., a producer of silicon wafers. Mr. Maidal is a past Chairman of SEMI and
a director of Entegris, Inc.

Irwin H. Pfisteris Executive Vice President of Schlumberger Ltdl aras formerly Chief Executive Officer of SchlumgerSema, a
leading information technology services provider. Mfister joined Schlumberger in May 1986 and lnalsl several management positions,
including Executive Vice President of Schlumberg@est and Transactions. From January 1990 to Judig, Mx. Pfister was President of the
Semiconductor Solutions Group. Mr. Pfister was ferijnChairman of the Board of SEMI.

Walter J. Scherhas been employed by Veeco as a consultant sinceniber 1995. From December 1993 through Decemigss, 1@
was Executive Vice President of Veeco. From Jani@80 through December 1993, he was the Chief Eiab®fficer of Veeco. Mr. Scherr
joined Veeco's predecessor in 1986 as General Mamddgts UPA Technology Division. Prior theretorMscherr was the principal a
founder of Visual Sciences, Inc./Panafax (the fidblicly traded facsimile company). Prior to tHag, held a variety of other financial and
operating management positions with Litton Indestiand Sperry Gyroscope Co. Mr. Scherr, whose asrenDirector will expire at the 2005
Annual Meeting, will not be standing for reelection

Peter J. Simonmined the Veeco Board in July 2004. Prior to jogthe Board, Mr. Simone was a consultant to Veecbusiness
development and certain other matters from Mard@d826 June 2004. Mr. Simone is an independent d@amguo several private companies
and the investment community. From June 2001 teBder 2002, Mr. Simone was Executive Chairman ee8pam-IPEC, Inc., a
semiconductor equipment company which was acqliyeovellus Systems, Inc. From August 2000 to Fabr2001, Mr. Simone was
President and a director of, and from January 2000ugust 2000 was a consultant to, Active Congdgperts, Inc., a supplier of precision
motion control and smart structures technologyniApril 1997 to January 2000, Mr. Simone serve®@&sident and Chief Executive Offi
and a director of Xionics Document Technologies, Mr. Simone is also a director of Cymer, Inc.wgert Corporation and Sanmina-SCI
Corporation.

Board Meetings and Committees

During 2004, Veeco's Board of Directorstheven meetings. Each current Director attendéxhat 75% of the meetings of the Boar
Directors and Board committees on which such Daresérved during 2004. It is the policy of the Bb#&r hold executive sessions of the
independent directors




meeting without management at every regular qugtberard meeting and as requested by a directarPilster, who has been designated as
Lead Director, presides over these executive sessfdl members of the board are welcome to atthedAnnual Meeting of Stockholders,
and non-employee directors choosing to attend tireual Meeting will receive the same fee payablebfmard meetings. In 2004, Mr. Braun
was the only director who attended the Annual Megtif Stockholders. The Board has adopted Corp@ateernance Guidelines which
relate to director qualifications, conflicts ofénest, succession planning and other governandensiah copy of the Corporate Governance
Guidelines can be found on the Company's websitew.veeco.co The Board has established an Audit Committ€eompensation
Committee and a Nominating and Governance Committee

Audit Committee. The Audit Committee reviews the scope and tesflthe audit and other services provided by ¥&eindependent
auditors. The Audit Committee operates under atehaa copy of which is attached Eshibit Ahereto. In addition, a copy of the charter can
be found on the Company's websiteww.veeco.cop The Audit Committee currently consists of Mes&tftmann, Fridrich, Pfister
(Chairman) and Simone. The Board has determingdaithmembers of the Audit Committee are finangiditlerate and "independent
directors" as that term is currently defined by Nesdaq Stock Market, Inc. and by applicable SHEsrurhe Board of Directors has
determined that each of Messrs. Elftmann, Pfister@imone may be considered an "audit committenfial expert" as defined by
applicable SEC rules. During 2004, the Audit Conteeitmet fifteen times.

Compensation Committee.The Compensation Committee sets the compendeatiels of senior management and administers Veeco
stock option plans and employee stock purchase plaen Compensation Committee operates under aechartopy of which can be found
the Company's websiteafvw.veeco.com All members of the Compensation Committee ajeNbon-Employee Directors"” within the
meaning of Rule 16b-3 under the Securities Exchadmg®f 1934, as amended (the "Exchange Act"), @doutside directors” within the
meaning of Section 162(m)(4)(C) of the Internal &aye Code of 1986, as amended (the "Code") andgplicable regulations. The
Compensation Committee currently consists of Me&®more, Low (Chairman) and McDaniel. The Boags ldetermined that all members
of the Compensation Committee are "independentiirs” as that term is currently defined by The déapsStock Market, Inc. During 2004,
the Compensation Committee met four times.

Nominating and Governance CommitteeThe Company's Nominating and Governance Coraeatidresses Board organizational
issues and develops and reviews corporate govezr@imciples applicable to Veeco. In addition, teenmittee searches for persons quali
to serve on the Board of Directors and makes recema@tions to the Board of Directors with respeetéto. The Nominating and Goverance
Committee operates under a charter, a copy of wtachbe found on the Company's websiteviv.veeco.com The Nominating and
Governance Committee currently consists of Mes@mgjsley (Chairman), Low and McDaniel. The Board kigtermined that all members of
the Nominating and Governance Committee are "indgdget directors" as that term is currently defibgdrhe Nasdaqg Stock Market, Inc.
During 2004, the Nominating and Governance Committet three times.

The Nominating and Governance Committeéapihsider nominees recommended by stockholderssubmit nominations to Chair,
Nominating and Governance Committee, care of tloee@ry, Veeco Instruments Inc., 100 Sunnyside 8aarld, Suite B, Woodbury, N
11797. In order for an unsolicited recommendatmhe considered as a possible nominee for diréttitie Company's proxy statement for a
particular year, the recommending stockholder mestt the eligibility requirements for submittingtackholder proposal for inclusion in tl
proxy statement, a written




recommendation must be received not later thad 20¢h calendar day before the date of that proxtestent, and the written
recommendation must contain the following:

. The candidate's name, age, address, principal ationpor employment, the number of shares of Com8togk such candidate
beneficially owns, a brief description of any direc indirect relationships with the Company, ahe information that would be
required in a proxy statement soliciting proxiestfee election of the candidate as a director;

. A signed consent of the candidate to cooperate nglonable background checks, requests for intf@mand personal interviews
and to fulfill the responsibilities of a directof the Company, if elected;

. A description of all financial and other relatiois) arrangements or understandings between tbenraending stockholder and the
candidate and any other person or persons (in@utiieir names) pursuant to which the recommendaibeing made, as well as a
list of all other companies that the stockholdes recommended the candidate to for election aseatdr in that year.

In evaluating candidates, the Nominating @overnance Committee will consider the criterid gualifications set forth in the
committee's charter which include personal intggaitd honesty, sound business judgment, indepeadbackground and business
experience, willingness and capability to activedyticipate in Board and committee activities anteptial conflicts of interest. In any
particular situation, the committee may focus orspes possessing a particular background, experienqualifications which the committee
believes would be important to enhance the effentgs of the Board. The evaluation process foridates recommended by stockholders is
the same as for candidates from any other source.

Communications Between Stockholders and Directors

Stockholders may address communicatiomséoor more members of the Board (other than salemployment-related
communications) by letter addressed to the Segref@eco Instruments Inc., 100 Sunnyside Boulevatite B, Woodbury, NY 11797. The
Secretary will forward copies of all letters (othlean sales or employment-related communicatianepth Board member to whom they are
addressed.

Director Compensation

Directors, other than Mr. Braun, receivetiner of $5,000 per quarter, plus additionairedrs of $1,250 per quarter for the chairma
the Compensation Committee and the chairman dildmeinating and Governance Committee, $3,000 pertgutor the chairman of the
Audit Committee and $2,000 per quarter for the LBaéctor. In addition, Directors, other than Mraan, receive a fee of $2,000 for
attending each board or committee meeting heléisgn and $1,000 for attending each board or cameniheeting held by conference call.
Pursuant to the 2000 Plan, each non-employee Diradio meets the eligibility criteria for such plateives an automatic annual grant of
10,000 options with an exercise price equal tdfaivemarket value of a share of Common Stock ordéite of grant. In 2004, each of
Messrs. D'Amore, Elftmann, Fridrich, Kingsley, LoMcDaniel and Pfister received a grant of 10,00floms at an exercise price of $23.98
per share. In 2004, Mr. Simone received a gradg#00 options at an exercise price of $20.67 pares Mr. Braun, Chairman and Chief
Executive Officer of Veeco, receives no compensafio his service as a Director.

Veeco is party to an agreement with WalteBcherr, a Director of Veeco, pursuant to whielishemployed as a consultant to Veeco
respect to acquisitions and new business oppoigsniés well as certain other matters. Mr. Schareived $89,846 for his services in such
advisory capacity as well




as $31,000 in directors fees with respect to 20081ay 2004, Mr. Scherr also received options techase 10,000 shares of Common Stock
at an exercise price of $23.77 per share pursoahet2000 Plan. Mr. Scherr, whose term as a [ireeill expire at the 2005 Annual
Meeting, will not be standing for reelection.

Prior to joining the Company's Board ofdgitors in July 2004, Mr. Simone acted as a consiutaVeeco from March 2003 to June 2!
on business development and certain other maEerssuch services, he was paid $45,000 in 20033a6¢00 in 2004.

MANAGEMENT

The executive officers of Veeco, and tlagjes, as of April 1, 2005, are as follows:

Name Age Position

Edward H. Braur 65 Chairman of the Board and Chief Executive Offi

John K. Bulmar 58  Executive Vice President, Worldwide Sales and Fpréperation:
Don R. Kania, Ph.C 50 President and Chief Operating Offic

John P. Kiernal 43  Vice President, Finance and Corporate Contr

Anthony L. Martinez 47  Senior Vice President, Metrolog

John F. Rein, J 58 Executive Vice President, Chief Financial OfficedeSecretar

Edward H. Braurhas been Chairman and Chief Executive Officer addgesince January 1990, was President of Veeco from
January 1990 to May 2000 and from October 2000 &ockl 2003. Prior to 1990, Mr. Braun served as EtveeWice President and Chief
Operating Officer of Veeco's predecessor. Mr. Brjimed the predecessor in 1966 and held numerosiigns with the predecessor,
including Director of Marketing, General Manageda®hief Operating Officer. Mr. Braun is a DirectBmeritus of Semiconductor
Equipment and Materials International, a trade @iasion for suppliers to the semiconductor indugt8EMI"), of which he was Chairman of
the Board in 1993, a member of the Executive Advyigoouncil of the International Disk Drive Equipmiemd Materials Association
(IDEMA), and a director of Cymer, Inc., a suppladrexcimer laser light sources, as used in deep-ulblet photolithography systems.

John K. Bulmarhas been Executive Vice President, Worldwide SaheksForeign Operations since July 2002 and wa8¥ite
President, North American Sales from September 200Qly 2002. From November 1999 to September 2@0@as Vice President, North
American Sales. From June 1996 to November 1999BMiman was self-employed in a family businessnfrMarch 1995 to June 1996,
Mr. Bulman was Vice President of Sales and Seraid@asonics International. From September 1989docM1995, Mr. Bulman was Vice
President of Sales and Service at Genrad, IncBMman's other experience includes sales managewositions at Schlumberger ATE (a
division of Schlumberger Ltd.) and Hewlett Pack@ampany.

Don R. Kania, Ph.Dhas been President of Veeco since March 2003 aref Operating Officer since July 2004. He was Rfest of
Veeco's Metrology Group from June 2000 to March38Ad Vice President, General Manager of the Gal&oMetrology Group from
May 1999 to June 2000. Prior thereto, he was Cheéehnology Officer of Veeco since January 1998tz in 1993, Dr. Kania was a senior
manager at Lawrence Livermore Laboratory whereitextdd the Advanced Microtechnology Program indaeelopment of advanced
sensors for data storage, extreme ultravioletdjtaphy for semiconductor manufacturing and sewatadr leading-edge technologies. From
1991 to 1993, Dr. Kania was Research Director gs@iume, a thin film diamond company. Dr. KaniatBer experience includes nine years
of research experience at the Department of Eretgg Alamos and Livermore Laboratories.
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John P. Kiernarhas been Vice President, Finance and Corporatedllentof Veeco since April 2001. Prior thereto,\has Vice
President and Corporate Controller of Veeco fronvéober 1998 to March 2001 and Corporate Contréiten February 1995 to
November 1998. Prior to joining Veeco, Mr. Kiernaas an Audit Senior Manager at Ernst & Young LL&hirOctober 1991 throuc
January 1995 and held various audit staff positieitis Ernst & Young LLP from June 1984 through Sepber 1991.

Anthony L. Martinehas been Senior Vice President, Metrology of Vesgoe March 2004. Prior thereto, he was Generaldganof
Veeco's Tucson operation, formerly Wyko Corporatishich Veeco acquired in 1997. Mr. Martinez hadrwith Wyko since 1989 in
various positions. Prior to Wyko, Mr. Martinez sp8ryears at IBM's Tucson, Arizona operation whezédeld multiple positions in
Metrology as well as product testing.

John F. Rein, Jhas been Executive Vice President, Chief Finar@ffiter and Secretary of Veeco since April 2000 aas Treasurer
of Veeco from April 2000 to October 2002. Priorréte, he was Vice President-Finance and Chief [Eiah®fficer of Veeco since
December 1993, and became Treasurer and Secrétdegco in October 1994. Prior to joining Veeco,. lRein served for eight years as
Vice President-Finance for Axsys Technologies, From 1979 to 1986, Mr. Rein was Treasurer of ItrdalsGeneral Corporation. Prior to
that, he was on the audit staff of Ernst & YoungPLL




EXECUTIVE COMPENSATION

The following table sets forth a summananhual and long-term compensation awarded togdamy, or paid to the Chief Executive

Officer of Veeco and each of the next four moshhiggompensated executive officers (as defineduleRBb-7 under the Exchange Act) of
Veeco (the "Named Officers"):

Summary Compensation Table

Long Term
Compensation
Annual Compensation Awards
Shares
Other Annual Underlying All Other

Name and Principal Position Year Salary Bonus (1) Compensation Options Compensation (2)
Edward H. Braun 200¢$ 650,00( $ — 3 18,00((3) 200,00( $ 4,08¢
Chairman and Chief Executive 200z 636,53¢ — 18,00((3) 140,00( 2,07z
Officer 200z 555,00( — 18,00((3) 200,00( 3,92¢
John K. Bulman 200¢ 283,03 182,75:(4) 8,40((3) 40,00( 3,53:
Executive Vice President, 200z¢ 268,26 150,96¢(5) 8,40((3) 24,00( 1,76(C
Worldwide Sales and Foreign 200z 218,30t 184,88(6) 8,40((3) 18,00( 2,09¢
Operations
Don R. Kania, Ph.D. 200¢ 375,00( — 204,33(7) 130,00( 3,052
President and Chief Operating 200z 364,61! — 166,288) 120,00( 857
Officer 200z 277,50( 187,50( 125,4249) 70,00( 1,63¢
Anthony L. Martinez 200¢ 254,13( 251,88¢(10) 105,69:(11) 70,00( 2,83(
Senior Vice President, Metrology 2002 191,90: 42,99: 8,40( 14,00( 503

200z 164,77: 71,25( 4,20((3) 20,00( 56¢€

®3)

John F. Rein, Jr. 200¢ 340,00( — 8,40((3) 70,00( 6,13(
Executive Vice President, Chief 200z 331,38! — 8,40((3) 50,00( 2,821
Financial Officer and Secreta 2002 284,90( — 8,40((3) 70,00( 2,68¢
@) Bonuses listed for a particular year represent besipaid with respect to such year even thougir gliart of such bonuses may have

()

(3)
(4)

()

(6)

(7)

(8)

been paid during the first quarter of the subsefiyear.

Reflects payments by Veeco of premiums for groum tife insurance and matching contributions by &eeander Veeco's 401(k) P
and, in the case of Mr. Rein, payments by Veeqarefmiums for supplement long-term disability inswrea..

Reflects car allowance.

Includes commissions of $96,502 paid to Mr. Bulrdaning 2004, as well as a bonus of $86,250 witpeaesto 2004 which was paid
during 2005.

Includes commissions of $93,368 paid to Mr. Bulrdaning 2003, as well as a bonus of $57,600 withbeesto 2003 which was paid
in 2004.

Includes commissions of $124,887 paid to Mr. Bulrdaring 2002, as well as a bonus of $60,000 wisipeet to 2002 which was pe
in 2003.

Includes an $8,400 car allowance and an $195,98€atton allowance paid to Dr. Kania in 2004. Thocation allowance was
associated with Dr. Kania's relocation to the WaoagibNew York area in connection with his appointrinas President of the
Company.

Includes an $8,400 car allowance, a $54,257 howdlogzance and an $103,624 relocation allowance fweDr. Kania in 2003. The

relocation allowance was associated with Dr. Kamnialocation to the Woodbury, New York area in ation with his appointment
President of the Company.
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9 Includes an $8,400 car allowance, a $93,012 howslogrance and a $24,012 relocation allowance fmldr. Kania in 2002

(10) Reflects an $171,886 signing bonus paid during 20@#an $80,000 guaranteed bonus with respectO &fich was paid during
2005, both of which were provided in connectionvitr. Martinez's relocation to the Santa Barbasjf@rnia area and his

appointment as Senior Vice President, Metrology

(11) Reflects an $8,400 car allowance, a $37,500 howsdlogiance and a $59,791 relocation allowance fzaMr. Martinez in 2004 in
connection with Mr. Martinez's relocation to thengaBarbara, California area and his appointme@easor Vice President,

Metrology.

The following table sets forth certain infation concerning individual grants of stock opianade during 2004 to the Named Officers.

Also reported are potential realizable values chesuch stock option at assumed annual rates cif ptice appreciation for the term of the
option representing the product of (a) the differebetween: (i) the product of the closing pricegigare of Common Stock as reported by
Nasdag National Market ("NASDAQ") on the date af tirant ($20.85 on July 28, 2004 and $26.59 on Mar; 2004) and the sum of o

plus the adjusted stock price appreciation rate §%10%) compounded annually over the term obtiten (7 years) and (ii) the exercise
price of the option; and (b) the number of shafeS8ammon Stock underlying the option grant at Delsen81, 2004.

Option Grants in Last Fiscal Year

Individual Grants

Potential Realizable
Value at Assumed
Annual Rates of Stock
Price Appreciation for

Number of % of Total Option Term ($)
Shares Options
Underlying Granted to Exercise
Options Employees in Price Per Expiration
Name Granted (1) Fiscal Year (2) Share ($)(3) Date (4) 10% 5%
Edward H. Braur 200,00( 9.2% $ 21.3¢ 7/127/201: $ 1,739,13' $ 4,052,91!
John K. Bulmar 40,00( 1.9 21.3¢ 7127/201. 347,82° 810,58
Don R. Kania, Ph.C 130,00( 6.1 21.3¢ 7127/201.: 1,130,43 2,634,39!
Anthony L. Martinez 40,00( 1.8 25.5¢ 3/16/201. 416,70¢ 971,10°
30,00( 14 21.3¢ 7127/201. 260,87( 607,93t
John F. Rein, Ji 70,00( 3.3 21.3¢ 7127/201.: 608,69° 1,418,52.

@ Represents options granted pursuant to the 2000rfdale on July 28, 2004 with the exception of ago& 40,000 options to
Mr. Martinez, which was made on March 17, 2004. éhttie terms of the original option grants, onedtloif the options were to
become exercisable on each of the first three ansévies of the grant date. On April 12, 2005, \®&€ompensation Committee
approved the acceleration of the vesting of allasted, underwater stock options granted prior fue®eber 1, 2004, including all of

the options shown in the table above.

2 Reflects percentage of options granted by the Compaits employees in 2004.

3) Represents the closing price per share of CommarkSts reported by NASDAQ on the trading day imraedy preceding the date

grant.

(€] Options may terminate at an earlier date upon ticeroence of certain events.

The following table sets forth certain infation concerning the number of shares of CommntookSacquired upon the exercise of
options by the Named Officers during 2004 and thiee realized upon such exercises determined loyleding the positive spread between

the exercise price of the options exercised andlidsing price of the Common Stock on the datexef@se. Also reported are the number of

options to purchase Common Stock held by the Nadféders as of December 31,
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2004 and values for "in-the-money" options tharespnt the excess, if any, of the closing priceknefCommon Stock on December 31, 2004
as reported by NASDAQ ($21.07), over the exerciseepof the outstanding options ($14.50 to $54.875)

Aggregated Option Exercises in Last Fiscal Year an#fiscal Year-End Option Values

Number of Shares Value of Unexercised
Underlying Unexercised In-the-Money Options
Options at Fiscal Year-End at Fiscal Year-End
Shares
Acquired Value
Name on Exercise Realized Exerciseable Unexerciseable Exerciseable Unexerciseable
Edward H. Braur — — 843,99¢ 360,00: $ 287,14: $ 521,73
John K. Bulmar — — 73,00( 62,00( 44, 72( 89,44(
Don R. Kania, Ph.C — — 205,00t 233,33! 230,59 461,20¢
Anthony L. Martinez — — 36,83: 86,00: 26,08: 52,17%
John F. Rein, Ji — — 252,83 126,66¢ 93,16: 186,33°

On April 12, 2005, Veeco's Compensation Guttee approved the acceleration of the vestingllainvested, underwater stock options
granted prior to September 1, 2004 (those whichexadcise prices per share greater than $15.2@]daking price of Veeco's common stock
on the last trading day prior to such action), udahg all of the options shown in the table abaovéhie column labeled "Unexerciseable." As a
result, all of these options became exerciseabtd Agril 12, 2005. As of such date, all of theg#ions were out of the money.

Equity Compensation Plan Information

The following table gives information abdlé Company's Common Stock that may be issued tgoexercise of options, warrants and
rights under all of the Company's equity compensgplans as of December 31, 2004.

(@ (b) (©

Number of securities to be Weighted average exercise Number of securities remaining
issued upon exercise of price of outstanding available for future issuance under
outstanding options, options, warrants and equity compensation plans (excluding

Plan category warrants and rights rights securities reflected in column (a))
Equity compensation plans approved
security holders (A 7,103,14(B) $ 26.33¢ 832,68:
Equity compensation plans not appro\
by security holders (C 675,06.(D) 25.057 0
Total 7,778,20 832,68

(A) Represents shares of the Company's Common Sta@bisspursuant to the following plans, descriptiohwhich are included below:

Veeco Instruments Inc. 1992 Employees' Stock Ogtilam, as amended,

Veeco Instruments Inc. 1994 Stock Option Plan fotstale Directors, as amended,
Veeco Instruments Inc. 2000 Stock Option Plannasraled,

Commonwealth Scientific Corporation 1984 Stock OptPlan,

CVC Holdings, Inc. (1996) Stock Option Plan,

CVC, Inc. 1997 Stock Option Plan, and

CVC, Inc. 1999 Non-employee Directors' Stock Opfian.
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(B) Includes 10,727 stock options assumed in conneetiinthe acquisition of CVC, Inc. on May 10, 200¢hich merger was approv:
by stockholders.

(C) Represents shares of the Company's Common Staabigspursuant to the following plans, descriptiohehich are included below:

Veeco Instruments Inc. 2000 Stock Option Plan fonMfficer Employees, as amended,
Applied Epi, Inc. 1993 Stock Option Plan,

Applied Epi, Inc. 2000 Stock Plan, and

Applied Epi, Inc. Non-Qualified Stock Options.

(D) Includes 251,158 stock options assumed in conneetith the acquisition of Applied Epi, Inc. on Sepiber 17, 2001.
Plans Approved by Securityholde

The Veeco Instruments Inc. 2000 Stock ItigerPlan (the "2000 Plan™), formerly known as #890 Stock Option Plan, was approved
by the Board of Directors and shareholders in M@§@ The 2000 Plan, as amended, provides for &t ¢p officers and key employees of
up to 7,030,000 options (832,683 options avail&tmduture grants as of December 31, 2004) to paselshares of Common Stock of the
Company. Stock options granted pursuant to the 2080 become exercisable over a three-year pesitmhing the grant date and expire
after seven years. In addition, the 2000 Plan ples/for automatic annual grants of stock optiorsaith non-employee Director of the
Company. Up to 200,000 of the awards available utide2000 Plan may be issued in the form of retsti stock.

The Veeco Instruments Inc. Amended andd&edt1992 Employees' Stock Option Plan (as ametided1992 Plan") provides for the
grant to officers and key employees of optionsurmpase shares of Common Stock of the Companyk $tons granted pursuant to the
1992 Plan become exercisable over a three-yeardfailowing the grant date and expire after tearge

The Veeco Instruments Inc. 1994 Stock GpBtan for Outside Directors, (as amended, thee®@ars' Option Plan"), provides for
automatic annual grants of stock options to eacimipee of the Board of Directors of the Company whaat an employee of the Company.
Such options are exercisable immediately and exftex ten years. The 1992 Plan and the Direc@psion Plan have been frozen and, as
such, there are no options available for futurenguader these plans.

In connection with the Company's acquisitid CVC, Inc. ("CVC") in May 2000, the Company asgd certain stock option plans and
agreements related to CVC and Commonwealth Sdie@drporation, a subsidiary of CVC. These plangehizeen frozen and, as such, there
are no stock options available for future grantarttiese plans. Stock options granted under tHase generally vest over a three-to-five
year period and expire after five to ten years ftbendate of grant. As of December 31, 2004, thenee 10,727 options outstanding unthe
various CVC and Commonwealth Scientific Corporafiemns.

Plans Not Approved by Securityhold:

The Veeco Instruments Inc. 2000 Stock @pktan for Non-Officer Employees (as amended, Men-Officer Plan") was approved by
the Board of Directors in October 2000. Stock ampgigranted pursuant to the Non-Officer Plan becexregcisable over a three-year period
following the grant date and expire after severnryebhe Non-Officer Plan has been frozen and, els,shere are no options available for
future grant under this plan.

In September 2001, the Company assumediestock option plans and agreements, in conneetith the acquisition of Applied
Epi, Inc. ("Applied Epi"). Stock options grantedden these
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plans generally expire after ten years from the dégrant and options granted under two of thagplaest over three years and options
granted under one of the plans call for immediatgting. As of December 31, 2004, there were 25198i®ns outstanding under the various
Applied Epi plans. These plans have been frozenaduch, there are no stock options availabléufare grant under these plans.

Certain Relationships and Related Transactions

The Company has entered into employmergeagents with each of Mr. Braun, Dr. Kania and MgirR These agreements provide for
the payment of severance in the event that (ipkezutive's employment with Veeco is terminated/bgco for any reason other than "for
cause" (defined as specified serious misconduct)i)dhe executive resigns for "good reason” {ded as any one of: an involuntary
downgrading of the executive's responsibilitiesvegco, an involuntary relocation of the executiwdfice to a location more than 50 miles
from its then-current location, non-fulfillment Beeco of certain contractual commitments to thecettee and, in Mr. Braun's case only, a
failure to elect Mr. Braun as a member of Veecaar of Directors). In the event of such terminatithe executive will be entitled to
severance in an amount equal to 36 months of lzdarysin the case of Mr. Braun, or 24 months cfeébsalary, in the case of each of
Dr. Kania and Mr. Rein, as well as a pro-rated tsdion the year in which the termination occurrsatidition, under the agreements, the
Company will continue to provide certain healthechenefits to Mr. Braun for a period of five yeoowing termination of his employment
and will provide a payment to Dr. Kania and Mr. iRegjual to 1.33 times the estimated cost to coatirealthcare coverage under COBRA
18 months following such termination. In additioqpon any such termination, the vesting of any atitm purchase common stock of Veeco,
which were granted after the date of the employragneement and which are held by the executivieeatiine of such termination, will be
accelerated and the executive will have 36 moiiththe case of Mr. Braun, or 24 months, in the ecdssach of Dr. Kania and Mr. Rein (or,
each case, until the end of the original term efdptions, if earlier) to exercise such optionse $hverance specified above will also be
payable in the event that an executive's employméhtVeeco is terminated on account of death saldility. These employment agreements
also include non-compete and non-solicitation miovis applicable to the executives during the eympent period and during the period that
the executive is entitled to any severance payheneunder. As a condition to the payment of thveisnce described above, the executive
will be required to execute a release of claimsregjahe Company. The severance obligations destti@bove do not vary based on whether
such termination occurs in connection with or fallog a "change of control.” If the termination @& tause, the severance obligations
described above do not apply.

Veeco has entered into a letter agreemahtMr. Kiernan which provides for the payment & thonths severance in the event
Mr. Kiernan is terminated without "cause" or footgl reason” (each as defined in the letter agregmaraddition, upon any such
termination, Mr. Kiernan will have 12 months to soige stock options held by him at such time (dil tine end of the original term of the
options, if earlier) and, if such termination ocewithin 12 months of a "change of control" of tbempany (as defined in the letter
agreement), the vesting of any options to purclbasamon stock of Veeco, which were granted afteidtite of the letter agreement and
which are held by Mr. Kiernan at the time of suehnination, will be accelerated.

Veeco has entered into a letter agreemahtMr. Bulman which provides for the payment of m®nths severance in the event
Mr. Bulman is terminated without "cause" or for tgbreason” (each as defined in the letter agre@meardaddition, upon any such
termination, Mr. Bulman will have 12 months to esiee stock options held by him at such time (oil tihé¢ end of the original term of the
options, if earlier) and, if such termination ocewithin 12 months of a "change of control" of tbempany (as defined in the letter
agreement), the vesting of any options to purchase
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common stock of Veeco, which were granted afteidtite of the letter agreement and which are heldlbyBulman at the time of such
termination, will be accelerated.

Veeco is party to an agreement with Walte8cherr, a Director of Veeco, pursuant to whielisremployed as a consultant to Veeco
respect to acquisitions and new business oppoiganis well as certain other matters. Mr. Scremeived $89,846 for his services in such
advisory capacity in 2004.

Prior to joining the Company's Board ofégitors in July 2004, Mr. Simone acted as a consuitaVeeco from March 2003 to June 2!
on business development and certain other maRerssuch services, he was paid $45,000 in 200330¢D00 in 2004.
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Mr. Elftmann is President and owns fiftygent of Custom Fab Solutions, LLC, a supplierdm&onductor capital equipment
manufacturers. In 2004, Veeco's St. Paul opergididi Custom Fab Solutions $1,095 for finishing &ms.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSA TION

The Compensation Committee (the "Commijteéthe Board of Directors of Veeco is pleaseg@resent its annual report on executive
compensation. This report describes the objectf&&eco's executive compensation program anddhews components of the program,
and explains the basis on which 2004 compensagtarminations were made. The Committee is curramiyprised of three directors, all of
whom are "non-employee directors" (within the megrof Rule 16b-3 of the Securities Exchange Act384, as amended), "outside
directors" (within the meaning of Section 162(m}é Internal Revenue Code (the "Code")) and "iedépnt directors" (within the meaning
of the current NASDAQ Stock Market, Inc. listingastlards and Veeco's Corporate Governance GuideliMesCommittee member is a
current or former employee of Veeco or any of itssidiaries. The Committee operates under a chadigpted by the Board, a copy of which
is available on Veeco's website (www.veeco.com).

Compensation Philosophy

Veeco's executive compensation programdesigned to attract, motivate and retain execsitivgical to the Company's long-term
success and the creation of shareholder valuehi$@hd, the Committee has adopted the followiridigg principles:

a. Performance-based: Pay levels should be determined based on Coppasiness unit and individual results compared to
guantitative and qualitative performance priorises at the beginning of the year.

b. Shareholder-aligned: Equity awards should represent a significamponent of incentive compensation.

C. Fair and Competitive: Pay levels should be perceived as fair, bagrially and externally, as well as competitivehwpary
levels at other companies within our industry, udthg larger companies from which we may want tui.

Components of Compensation

The Committee believes that the total camspé&on opportunity available to members of managgrahould consist of a combination of
base salary, cash bonuses and equity-based corntipan3he Committee considers all elements of tligam when setting compensation
levels.

The Committee utilizes external independ®mbhpensation consultants and compensation sutueid in the determination of
competitive levels of executive pay. The surveydude companies that are larger and smaller thatd®,esome of which are included in the
performance graph included in the Proxy Statentome surveys are limited to technology companies. Gommittee also utilizes execut
compensation information compiled from the proxatements of other semiconductor capital equipmempanies. References to "market"
data in this report refer to these surveys andypdata.

Base Salan

Base salaries are determined in accordaitbehe responsibilities of each officer, markataifor the position and the officer's
performance achieving corporate goals. The Comendtasiders each of these factors but does ngreaspecific value to each factor.
Furthermore, a subjective element is acknowledgexValuating an officer's overall span of respaitigitand control. Base salaries for
executives are typically set during the first laflthe year in conjunction with the Company's arinua
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performance review process. Total compensatione&ficd's officers is believed to be generally withie 50th to 75th percentile of the market
as described above, although individuals may bepemsated above or below this percentile range basedmpetitive market factors,
Veeco's performance and consideration of indivighaaformance and experience.

Annual Bonuse

It is the Committee's policy that a sigedint portion of the compensation of senior exeestishould be performance-based. Annual cash
bonuses are awarded based on the performance edhigative to pre-established objectives andaiihed, are typically paid in the first
quarter of the following year. Such objectives it operating performance relative to plan as asthe achievement of other objectives.
Generally, the bonuses of senior executives witfsidinal operations responsibility were tied to fimancial performance of their assigned
division and, to a lesser extent, the financiafgrenance of the Company as a whole. The bonusesrpbrate executives are tied to the
financial performance of the Company as a wholeetitive awards for executive officers are a peagmbf base salary. The percentage at
target is 100% of base salary for the Chief Exeeubfficer ("CEO") and up to 70% of base salarytfa other executive officers for
achievement of business objectives. If performdamgets are exceeded, the incentive award paicewdkted the targets described above by
up to an additional 50%. For 2004, the bonus plgaatives included EBITA and cash flow performartamets. For 2004 and 2003, no
annual incentive award was paid to the Chief Exeeudfficer, the President or the Chief Financidfi€@r because their respective bonus
plan objectives were not met.

Equity-Based Compensation

Equity-based awards, such as stock optiantg and restricted stock awards, are grantegdoudive officers and certain key employees
to create a link between compensation and sharehmdtlirn and to enable executive officers andrahgployees to develop and maintain a
significant stock ownership position in the Comp#mgt will vest over time and act as an incentimetfie employee to remain with the
Company. Because the options have value to theetwotahly if the Company's stock price has apprediat the time those options vest as
compared to the stock’'s market price at the tingrafit, the Committee believes that executivesihglduch options are properly focused on
enhancing shareholder value over a substantiadgefitime. In 2004, the Committee approved grahttock options to executive officers.
Stock options are granted at an exercise pricel égdair market value on the date of grant, vesradhree years and have a term of seven
years from the date of grant. The Company's 2000kSncentive Plan also permits up to 200,000 efdtvards thereunder to be made in
form of restricted stock. During 2004, no restritstock awards were issued. The number of stodkrmpgranted to each individual is
determined subjectively on a number of factorsluging competitive market data, the individual'giae of responsibility, the general leve
the Company's performance, the individual's abibtaffect future Company performance, salary lewel recent noteworthy achievements.
No one of these factors is given more weight thanather.

A new accounting pronouncement adoptedbyFinancial Accounting Standards Board in DecergBéd ("FAS 123R") will eliminate
our ability to account for share-based compensatsing the intrinsic value method, as we have hisily done. Under the intrinsic value
method, compensation cost for stock options is igdiyenot recorded to our statements of operatfon®ptions granted at an exercise price
equal to or greater than fair market value to aopleyees and directors. The new pronouncementgllire us to measure the cost of
employee services received in exchange for equirds based on the grant date fair value of thecdwiénat cost will be recognized over
period during which an employee is required to fe\service in exchange for the award, which isallgihe vesting period. The new
accounting pronouncement is expected to becometriéefor us in the first quarter of 2006, and wifiply to all new options, and to existing
options
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which continue to vest after effectiveness of the/istandard. The Committee will be evaluating @sity award grant practices during 2005
and will consider granting other award types, saglshares of restricted stock or long-term casénitives.

On April 12, 2005, the Committee approvieel acceleration of vesting of unvested, out-offifemney stock options granted prior to
September 1, 2004 under Veeco's stock option pRemeption was considered "out-of-the-money" if thition exercise price was greater
than the closing price of Veeco's common stock e NASDAQ National Market on April 11, 2005 ($15)2the last trading day before the
Committee approved the acceleration. As a resutisfaction, options to purchase approximately2,800 shares of Veeco's common stock
became immediately exercisable, including opticglsl by Veeco's executive officers to purchase apprately 852,000 shares. The weigt
average exercise price of the options accelerased$®21.25 per share. The purpose of the acceleragtidg is to eliminate future
compensation expense that Veeco would otherwisegreéze in its Statement of Operations with respethese accelerated options upon the
adoption by Veeco of FAS 123R. In addition, becausay of these options have exercise prices sarifly in excess of current market
values, they were not providing an effective meaframployee retention and incentive compensatitwe. fliture compensation expense that
will be avoided, based on Veeco's implementatide & FAS 123R of January 1, 2006, is approxinya®@&.4 million in 2006 and
$3.9 million in 2007.

The Committee recommended to the Boardpproval at the Company's 2005 Annual Meeting otlgtolders that the Company's 2(
Stock Incentive Plan be amended to increase théauof awards authorized for grant thereunder.

Other Compensation

We also reviewed the participation of exeeuofficers in the Company's 401(k) savings pExecutive officers participate in the
Company's 401(k) savings plan on the same basithas similarly-situated employees. The Companyttimes" certain employee
contributions to its 401(k) savings plan up to aimaum match of $2,500 per employee. The Company @isvides group term life insuran
for the Named Executive Officers. The amounts ef@mpany's 401(k) matching contributions and grteam life insurance for the Named
Executive Officers are included under the captiath Other Compensation"” in the Summary Compensaifiable on page 9 of the Proxy
Statement. The Company also provides a monthlgl@vance for each of the executive officers indngount of $1,500 per month for
Mr. Braun and $700 per month for each of the othercutive officers. Such amounts are included uttdecaption "Other Annual
Compensation” in the Summary Compensation Tablgagee 9 of the Proxy Statement. Executive officeraat participate in the Company's
profit sharing plan.

Chief Executive Officer's 2004 Compensation

Mr. Braun's current base salary as Vedgharman and Chief Executive Officer was establishye the Committee in April 2003 in
accordance with the policies described above. Torar@ittee reviewed Mr. Braun's salary during 2004 determined that it should remain
unchanged.

The Committee has reviewed all componehMroBraun's compensation, including base salaoyus, stock option grants, accumule
realized and unrealized stock option gains, thiaduhlue to Mr. Braun and cost to the Companyligberquisites and other personal benefits
and the Company's payout obligations to Mr. Brandeu several potential severance scenarios. Ashklyet setting forth all the components
described above was prepared and reviewed afftkifigr amounts under the various payout scenafiaiescription of the Company's
severance obligations to Mr. Braun is included uri@ertain Relationships and Related Transactionspage 13. Based on its review, the
Committee concluded that the Chief Executive Officand the other Named Executive Officers'
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compensation in the aggregate is appropriate i tfjithe stated objectives of the Company's corsgigon programs and is reasonable and
not excessive.

Chief Executive Officer's 2005 Compensation

The Committee has determined that Mr. Bsabase salary will not be increased during 200& Committee's evaluation of Mr. Brau
performance for 2004 was linked significantly ®dissessment of the Company's performance, whedteddo show improvement.

In an effort to provide enhanced transpeydar 2005 in establishing compensation for theOCe have adopted the following pay
criteria for 2005. If EBITA does not increase ir080relative to 2004, the Company will pay no incembonus to the CEO. We expect total
CEO compensation will be less than or equal tatheunt derived by multiplying Mr. Braun's 2004 cangation by the sum of one plus the
percentage change from 2004 to 2005 in the Comp&BITA. For example, if EBITA increases by 5% 003, we expect the CEO's total
compensation to increase by a maximum of 5%.

In evaluating the CEQ's performance, wé mgiliew net revenue growth, EBITA, net income,fcllew and stock price metrics (such as
P/E ratio and P/B ratio), relative to competit@s well as other factors outlined above that weeslun evaluating the CEQ's 2004
performance.

At the Company, and generally in the indust which the Company competes, eligible emplayaenually receive equity awards based
on annual performance. A substantial portion ofG#'s incentive compensation will be awarded mitgqEquity awards to the CEO are
expected to be granted predominantly as stock imptmd/or restricted stock units, subject to caiirig service.

Policy on Deductibility of Compensation

Section 162(m) of the Code limits Veecassdeduction to $1,000,000 per year for compensad#d to each of the Named Executive
Officers, unless certain requirements are met.dtmpensation Committee's present intention isrt@sire executive compensation so th
will be predominantly deductible, while maintainifigxibility to take actions which it deems to bethe best interest of Veeco and the
stockholders even if these actions may result iacdepaying certain items of compensation that nwayba fully deductible.

Conclusion

Attracting and retaining talented and matidd management and employees is essential t@ ¢osgtterm shareholder value. Offering a
competitive, performance-based compensation progritima large equity component helps to achieve djective by aligning the interests
of the executive officers and other key employeih those of shareholders. We believe that Vee2@a(8 compensation program met these
objectives.

Submitted by the Compensation Committee:

Richard A. D'Amore
Paul R. Low (Chairman)
Roger D. McDaniel

April 15, 2005
Compensation Committee Interlocks and Insider Parttipation

Veeco's Compensation Committee is comprgaedessrs. D'Amore, Low and McDaniel. During 20@éne of Veeco's executive
officers served on the board of directors of anytgmwhose directors
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or officers serve on Veeco's Compensation Commileecurrent or past executive officers of Veeawsen our Compensation Committee.

AUDIT COMMITTEE REPORT

The Audit Committee oversees the Compdmescial reporting process on behalf of the Baafr®irectors. The Committee operates
under a charter adopted by the Board, a copy ofhwisi attached a@sxhibit Ato this Proxy Statement and is also available oecdts website
(www.veeco.com). Management has the primary respitinsfor the financial statements and the repaytprocess including the system of
internal control over financial reporting. In fuliing its oversight responsibilities, the Audit Carittee reviewed the audited financial
statements included in the Annual Report on ForAKI0r the fiscal year ended December 31, 2004 ‘#renual Report on Form 10-K")
with management, including a discussion of theigyalot just the acceptability, of the accountprinciples, the reasonableness of signifi
judgments and the clarity of disclosures in thaficial statement:

The Committee reviewed with the independegistered public accounting firm, who is respblesfor expressing an opinion on the
conformity of those audited financial statement\dS generally accepted accounting principlesr jndgments as to the quality, not just
the acceptability, of the Company's accountinggipiies and such other matters as are required tiisbassed with the Audit Committee by
SAS 61, as amended by SAS gmmunication with Audit Committeasd PCAOB Auditing Standard No. 2n Audit of Internal Control
Over Financial Reporting Performed in Conjunctioithhan Audit of Financial Statements. addition, the Audit Committee has discussed
with the independent registered public accounting the auditors' independence from managementten@ompany including the matters
the written disclosures required by the Independ&tandards Board and the matters required tosoeisied by SAS 90 and considered the
compatibility of nonaudit services with the audtdndependence.

During 2004, management completed the dectation, testing, and evaluation of the Compasyssem of internal control over
financial reporting in response to the requiremestsforth in Section 404 of the Sarbanes-Oxleyd&@&002 and related regulations. The
Audit Committee was kept apprised of the progrésheevaluation and provided oversight and adtecemanagement during the process. In
connection with this oversight, the Committee reediperiodic updates provided by management anshttependent registered public
accounting firm at each regularly scheduled Auditrtnittee meeting. At the conclusion of the procesanagement provided the Audit
Committee with a report on the effectiveness ofGoenpany's internal control over financial repagtimhe Audit Committee also reviewed
the report of management contained in the Compa@my'sial Report on Form 10-K filed with the SEC veall as the Reports of Independent
Registered Public Accounting Firm (included in @@mpany's Annual Report on Form 10-K). These repetated to its audit of (i) the
consolidated financial statements, (ii) managemessessment of the effectiveness of internal @oover financial reporting and (iii) the
effectiveness of internal control over financighogting. The Committee continues to oversee the famy's efforts related to its internal
control over financial reporting and managemeneparations for the evaluation in fiscal 2005.

In February 2005, Veeco announced thatai wonducting an internal investigation of improperounting transactions at its TurboDisc
business unit. The Audit Committee supervised tu@anting investigation and authorized Veeco'sidatsounsel, Kaye Scholer LLP, to F
Jefferson Wells International to perform forensiosl accounting reconstruction work as part of tivestigation. During the investigation, 1
Audit Committee and, in particular, the Audit Contteé Chairman, was actively involved in overseeaimginquiry and was provided with
frequent updates regarding the status of the ilga®&in. The investigation has been completed.iihestigation concluded that the improper
accounting entries were made by a single indiviétdlurboDisc whose employment had been terminatied to the commencement of the
investigation, and that there was no evidence found
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of embezzlement or diversion of corporate assédts.r€sults of the investigation led to the restatenof financial statements previously
issued for the three quarterly periods and ninethsoended September 30, 2004.

The Audit Committee discussed with the Canmyss internal auditors and independent registeuitic accounting firm the overall scope
and plans for their respective audits. The Audiln@ottee meets with the internal auditors and indepat registered public accounting firm
with and without management present, to discussahigts of their examinations, their evaluatiohthe Company's internal control over
financial reporting, and the overall quality of tBempany's financial reporting. The Committee Hiétden meetings during 2004.

In reliance on the reviews and discussiefesrred to above, the Audit Committee recommendetle Board of Directors (and the Board
approved) that the audited financial statemeniadleded in the Annual Report on Form 10-K forrfdiwith the SEC. The Audit Committee
and the Board have also recommended, subjectdklsitiier approval, the selection of the Compamdependent registered public
accounting firm..

Joel A. Elftmann
Heinz K. Fridrich

Irwin H. Pfister (Chairman)
Peter J. Simone

April 15, 2005
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PERFORMANCE GRAPH

Cumulative Total Return Of

Veeco, Soxx Index, Peer Group and S&P Smallcap 60@dex

200

12/31/1999 12/31/2000 12/31/2001 12/31/2002

12/31/2003

—@—— VEECO INSTRUMENTS INC.

——— PHILADELPHIA SEMICONDUCTOR INDEX (SOXX}

——&—— PEER GROUP INDEX
——4@—— S3P SMALLCAP 600 INDEX

ASSUMES $100 INVESTED ON DEC. 31, 1999
ASSUMES DIVIDENDS REINVESTED
FISCAL YEAR ENDING DEC. 31

Philadelphia
Semiconductor S&P

As of Index Peer Group Smallcap

December 31, Veeco (SOXX) Index 600 Index
1999 100.0( 100.0( 100.0( 100.0(
2000 85.71 75.6¢ 82.1¢ 111.8(
2001 77.01 70.2C 105.3: 119.1¢
2002 24.6¢ 36.2¢ 55.7¢ 101.6¢
2003 60.1°¢ 67.65 98.2¢ 141.1:
2004 45.01 53.9¢ 80.7¢ 173.0¢

Information is presented assuming $100 investeDerember 31, 1999 and the reinvestment of divideihdsy. The Peer Group Index

consists of the following companies: ADE CorporafiSM International N.V., Axcelis Technologies InNEElI Company, FSI

International Inc., Mattson Technology Inc., Rudolpechnologies, Semitool Inc., Therma-Wave Incikdm Technologies Inc., Varian
Semiconductor Equipment Associates Inc.and Zyg@Cor
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PROPOSAL 2
AMENDMENT OF VEECO INSTRUMENTS INC.
FIRST AMENDED AND RESTATED EMPLOYEE STOCK PURCHASE PLAN

The Veeco Instruments Inc. First Amended Bastated Employee Stock Purchase Plan (the "IBP) Rvas established to promote
employee ownership of Veeco stock. To date, 2,@Ddhares of Veeco common stock have been autddriz®eeco's stockholders and
reserved for issuance to Veeco employees unddt$irePlan. Veeco's Board has approved certain amesmdio the ESP Plan, subject to the
approval of Veeco's stockholders.

In light of a change in the accounting tmeent of employee stock purchase plans, Veeco'sdBigems it to be in the bests interests of
the Company and its stockholders to amend the ESP Phe proposed amendment will authorize the Gorsation Committee to determine,
from time to time, the offering period for the plarot to exceed one year) and the discount frommfiairket value applicable to the offering
period (not to exceed 15%). Historically, the pteadl provided for a one-year offering period (sixmhs for new employees who join the
Company mid-year) and a 15% discount. Veeco's Bbalidves that authorizing the Compensation Conemitd determine the offering
period and discount from fair market value fromeito time will permit greater flexibility and allothe Company to adapt the ESP Plan in
response to peer company market practice and tiepated effects of new accounting rules. Theidggrice of Veeco's common stock on
April 1, 2005 was $14.87 per share.

Description of Employee Stock Purchase Plan

The following is a summary of the ESP Fdarin effect on the date hereof as well as the dment currently proposed. This summar
the existing ESP Plan is qualified in its entirbyyreference to the complete text of the plan andraendment thereto as previously filed by
Veeco as an exhibit to its Annual Report on ForrKlfor the year ended December 31, 2000, an extohis Quarterly Report on Form 1D-
for the quarter ended June 30, 2003 and an exhiliik Quarterly Report on Form 10-Q for the quaeteded June 30, 2004. A copy of the
proposed amendment is attachedtgBibit Bto this proxy statement.

Purpose and Eligibility. The ESP Plan is intended to provide an incertiveligible employees of Veeco and any diredhdirect
subsidiary of Veeco to have a greater interestérdd's growth by providing them with the opportymit purchase Veeco common stock at
favorable prices by means of payroll deductionghEamployee of Veeco or a subsidiary of Veeco whoséomary employment is expected
to be more than 20 hours per week and more thamfienths per year, other than an employee who tensficially (or holds options to
purchase) five percent or more of Veeco's totallmaed voting power or value of all classes of st be eligible to participate in the ESP
Plan. The approximate number of persons eligibleatticipate is 1,100.

Administration. The ESP Plan is administered by the Compenms@@nmittee of the Veeco Board of Directors. Thenpensation
Committee consists of at least three directors mpgd by the Veeco Board. All members of the Conspéion Committee are "disinterested
persons" within the meaning of Rule 16b-3 of theltange Act and "outside directors” within the magrof Section 162(m) of the Code and
are not eligible to participate in the ESP Plarbj8ct to the express provisions of the plan, themm@ensation Committee has authority to
interpret the terms and provisions of the ESP Rtaadopt, amend and repeal such rules, regulatggmeements and instruments for
implementing and administering the plan as it deratessary or advisable and to make all othermétations and take all other actions
necessary or advisable for the implementation andirgistration of the ESP Plan. The Compensation @iitee may also delegate its
administrative duties to such other persons asathts appropriate in administering the plan. Allisieas made by
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the Compensation Committee are binding and conausn all persons who have an interest under the E&n.

Deferral of Compensation. Each person electing to participate in the P& must file a payroll deduction authorizatiothwthe
administrator of the plan named by the committedi® or her delegate, which indicates the amauietdeducted from the participant's
paychecks. This deduction must be between 1% atddfQhe participant's base pay or such other péage as may be established by the
administrator of the ESP Plan.

Offering and Purchase of Stock Offering periods to purchase Veeco common stoaer the Plan will determined from time to time
by the Board or the Compensation Committee butatlexceed one year.

During an offering period, the purchase@iof the Veeco common stock will be determinedhgyBoard or the Compensation
Committee but will not be lower than the lesser of:

. 85% of the fair market value on the first busingag of the offering period; and

. 85% of the fair market value on the last businegsaf the offering period.

Unless a participant elects to withdraw prior te those of an offering period, a participant's #becto purchase stock will be deemed to be
exercised automatically on the last day of therafteperiod.

The number of shares of Veeco common gpockhased by a participant upon exercise will heaétp (i) the amount credited to a
participant's account as of the close of the affpperiod divided by (ii) the purchase price pearshof Veeco common stock. No participant
will be permitted to purchase stock with an aggtedair market value in excess of $25,000 for amgig offering period.

Reduction and Discontinuation of Payrollddetions. A participant may elect to reduce his or heelef payroll deductions during i
offering period at any time prior to the date whist80 days prior to the end of the respectiveroféeperiod. A participant may make only
one such election during an offering period, abseetific approval by the administrator of the plarparticipant may elect to discontinue
or her payroll deductions during an offering peratdany time prior to the date which is 30 daysptd the end of the respective offering
period. A participant who elects to discontinuenplydeductions for an offering period may not agasume payroll deductions for that
offering period.

Withdrawal. A participant may withdraw from an offeringaaty time prior to the date which is 30 days prithte end of the
respective offering period. A participant who withd's from an offering may not again participat¢hat offering, but a participant's
withdrawal will not have any effect upon such pap@nt's eligibility to participate in any succeaglioffering. Upon withdrawal from the ESP
Plan, the balance in the participant's stock pigetzacount will be returned to the participant.

In the event that a participant's employmeterminated for any reason other than deatbr poi the close of an offering, the participant
will be considered to have withdrawn from the affgr In the event that a participant's employmenieiminated because of such participant's
death prior to the close of an offering, such partint's beneficiary will have the right to elext t

. Withdraw from the offering and receive paymentha@ aimount credited to such participant's accoudéuthe plan; or

. Continue to participate in the offering and purehslsares with the amount credited to such partitgpaccount as of the date
of the death.

Adjustment. If the number of shares of Veeco common stadktanding is increased or decreased or changeadirgxchanged for a
different number or kind of shares or other semgibf

24




Veeco or of another corporation by reason of remiggdion, merger, consolidation, recapitalizatigglassification, stock split, reverse stock
split, combination of shares, or dividend payahlshares of Veeco common stock, the number of stiarevhich offerings may be made
under the ESP Plan will be increased or decreasgzbpionately, as the case may be, and the comnittll make the appropriate adjustm
in the number and kind and price of shares sulbjectferings then outstanding and unexercised.

Amendment and Termination.Veeco's Board of Directors or the Compensafiommittee may amend, modify or terminate the ESP
Plan;provided, howevethat the Veeco Board of Directors or the Compensaflommittee may not, without stockholder approval:

. Increase the total amount of Veeco common stodktiag be offered under the ESP Plan;
. Withdraw the administration of the ESP Plan from @ompensation Committee; or
. Permit any person, while a member of the Compems&bmmittee, to be eligible to participate in EfeP Plan.

Federal Income Tax Consequenced.he following discussion is a brief summanytieé principal United States federal income tax
consequences under current federal income taxralating to awards under the ESP Plan. This sumisargt intended to be complete and,
among other things, does not describe state, tvdalreign income tax, federal employment tax dreottax consequencd3articipants in the
ESP Plan are urged to consult their own tax advis@rwith respect to the consequences of their partjgation in the ESP Plan.

The ESP Plan is intended to qualify aseanployee stock purchase plan" within the meanin§emftion 423(b) of the Code. The plan is
not subject to the provisions of the Employee Retint Income Security Act of 1974, as amendedjsandt qualified under Section 401(a)
of the Code. No income will be taxable to a paptit until the shares purchased under the plascddeor otherwise disposed. If the shares
are sold or otherwise disposed of more than twesyigam the applicable offering date and more thae year from the date of transfer of the
shares to the participant, then the participanegaly will recognize ordinary income measuredtaslesser of:

. The excess of the fair market value of the shar#zeatime of this sale or disposition over theghase price; or

. An amount equal to the fair market value of thersbas of the date of grant less the purchase pfisech shares; any
additional gain or loss should be treated as l@ngricapital gain or loss.

If the shares are sold or otherwise dispagdefore the expiration of this holding peritite participant will recognize ordinary income
generally measured as the excess of the fair maghet of the shares on the date the shares athgsad over the purchase price; any
additional gain or loss on a sale or dispositioth g long-term or short-term capital gain or lodspending on the holding period. There are
special rules for recognizing income that applyhi@ case of death. Veeco is not entitled to a démtuéor amounts taxed as ordinary income
or capital gain to a participant except to the eitedinary income is recognized by participantsrup sale or disposition of shares prior tc
expiration of the holding periods described abdweall other cases, no deduction is allowed to \deec

Plan Benefits. Because the number of shares of Veeco comnogR & be granted in the future under the ESP Blaontingent upon
the number of employees who elect to participatéénplan, it is not possible to determine the fiesner the amounts received under the plan
by Veeco's officers and employees.
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A majority of the votes cast on Proposat the Meeting (including votes cast by proxy) muate "FOR" the proposed amendment tc
ESP Plan in order for the proposal to be approved.

The Board of Directors recommends a vote FOR apprai of the proposed amendment to the ESP Plan.
Stock Issuances

The table below shows, as to each Namediixe Officer and the various indicated groups, fillowing information with respect to
ESP Plan transactions effected with respect ty¢lae ended December 31, 2004: (i) the number okshaf common stock purchased under
the ESP Plan with respect to that period andH@)furchase price paid per share of common stoctrinection with the purchases.

Number of Purchase
Name and Position Shares Price

Edward H. Braun — —
Chairman and Chief Executive Offic

John K. Bulman — —
Executive Vice President, Worldwide Sales and Epréperation:

Don R. Kania, Ph.D. — —
President and Chief Operating Offic

Anthony L Martinez 87t % 17.76¢
Senior Vice President, Metrolog

John F. Rein, Jr. 765 17.76¢
Executive Vice President, Chief Financial OfficedeSecretar:

Executive Officer Group (7 persor 1,64( 17.76¢
Non-Employee Director Group (8 persol — —

Non-Executive Officer Employee Grot 84,31t 17.76¢
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PROPOSAL 3
AMENDMENT TO VEECO INSTRUMENTS INC.
2000 STOCK INCENTIVE PLAN

The Board of Directors has determined ithabuld be in the best interests of Veeco andtitekholders to amend the 2000 Plan in order
to authorize the grant of an additional 1,500,08@ras thereunder, which awards could be made ifotine of stock options or restricted
shares. As of April 1, 2005, options to purchaseggregate of approximately 7,584,500 shares oE&eemmon stock (with a weighted
average exercise price per share of $25.95 andtteexpiration of 4.4 years) were outstanding uridlerCompany's stock option plans or
option plans assumed by the Company in connectithagquisitions. As of April 1, 2005, 924,489 adsremained available for future gr
under the 2000 Plan, all of which could be grarieithe form of stock options and up to 200,000 bfck could be granted in the form of
restricted stock. The Board of Directors believes in increase in the number of options availedslgrant is necessary in order to provide
Veeco with an effective incentive to attract anhirekey employees.

Veeco Instruments Inc. 2000 Stock Incentive Plan

The following is a summary of the 2000 Pdenin effect on the date hereof. The 2000 Planasiggally adopted by the Compensation
Committee on April 3, 2000 and was approved bystereholders of the Company on May 12, 2000. Amnaiment and restatement of the
2000 Plan was approved by the shareholders of tinep@ny on May 7, 2004. This summary of the 2000 Rlajualified in its entirety by
reference to the complete text of the plan as ptesly filed by Veeco as an exhibit to its QuartéRigport on Form 10-Q for the quarter ended
June 30, 2004. A copy of the proposed amendmaettashed as Exhibit C to this proxy statement.

Purpose. The purpose of the 2000 Plan is to provide amag¢hrough which the Company and its affiliatey ai#ract capable persons
to enter and remain in the employ of the Comparyafiliates and to provide a means whereby emm@sydirectors and consultants of the
Company and its affiliates can acquire and mainBammon Stock ownership, thereby strengthening tt@hmitment to the welfare of the
Company and affiliates and promoting an identityntérest between stockholders and these employeesnumber of persons expected to
participate is approximately 300.

Administration. The 2000 Plan will be administered by the Conspdion Committee. It is intended, but not requithdt the directors
appointed to serve on the Compensation Committek lsk "Non-Employee Directors" (within the meanifgRule 16b3 under the Exchan
Act) and "Outside Directors" within the meaningS#ction 162(m) of the Code, to the extent Rule 3&imd 162(m) are applicable; however,
the fact that a Compensation Committee membertfaitgialify under the foregoing requirements shatlinvalidate any award which is
otherwise validly made under the 2000 Plan. The besmof the Compensation Committee may be changauydime and from time to time
in the discretion of the Board of Directors of thempany. Subject to the terms of the 2000 Planeawdpt with respect to automatic grants
to Non-Employee Directors, as discussed belowCimmpensation Committee has authority to grant asyaoddetermine the number of
Shares for which each award shall be granted angribe and conditions pertaining to the exercissting of, or restrictions applicable to
each award. The Compensation Committee has fuleptevconstrue and interpret the 2000 Plan anchgnyement executed pursuant to the
2000 Plan, to establish and amend rules for itsiridtration and to establish in its discretion teramd conditions applicable to the exercis
awards. The determination of the Compensation Cdt@enon all matters relating to the 2000 Plan gragreement executed pursuant to the
2000 Plan shall be conclusive.

Eligibility.  Any officer, employee, director or consultahtite Company or any of its subsidiaries or affd@mshall be eligible to be
designated a participant under the 2000 Plan. Tdrepgénsation
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Committee has the sole and complete authority teraéne the participants to whom awards shall laeigd under the 2000 Plan.

Number of Shares Authorized A maximum of 7,030,000 Shares have previousbrbauthorized for granting awards under the 2000
Plan. The proposed amendment would increase thisiainto 8,530,000 Shares. Of the Shares previamlyoved by shareholders for grant
under the 2000 Plan, up to 200,000 Shares maydwetegt in the form of restricted stock. As of A@d, 2005, the Company had not issued
restricted shares under the 2000 Plan so up t®@0®f the awards currently available for futurargrunder the 2000 Plan could be issued in
the form of restricted shares. The proposed amentimauld increase the amount of available restiisteares under the 2000 Plan to
1,700,000. In no event may the aggregate numb8hafes with respect to which options are grantei@iuthe 2000 Plan to any individual
exceed 300,000 in any one calendar year. In notenay the aggregate number of Shares with respeehich restricted stock is granted
under the 2000 Plan to any individual exceed 50iAGMy one calendar year. As described more falthe 2000 Plan, if an award expires or
terminates for any reason during the term of thg02Rlan and prior to the exercise in full of sugtian or termination in full of restrictions
with respect to restricted stock, the number ofr&hareviously subject to but not delivered undehsoption or restricted stock award shall
be available to be awarded thereafter.

In addition, if the Compensation Committestermines that certain corporate transactionsyemte (as described in the 2000 Plan), such
as a stock split, affect the Shares such that prstagent is determined by the Compensation Comenittéts discretion to be consistent with
such event and necessary or equitable to carrtheyturposes of the 2000 Plan, the 2000 Plan peevite Compensation Committee the
discretion to appropriately adjust (a) the maxinmumber of Shares and the classes or series ofGorrimon Stock which may be delivered
pursuant to the 2000 Plan, (b) the number of Shemdshe classes or series of Common Stock sulgjeettstanding awards, (c) the price per
share of all Common Stock subject to outstandingre®; and (d) any other provisions of the 2000 Rdaovided, however, that (i) any
adjustments made in accordance with clauses (bj@rsthall make any such outstanding award, adynasmpracticable, equivalent to such
award immediately prior to such change and (iisach adjustment shall give any participant anytaail benefits under any outstanding
award.

Terms and Conditions of Awards.Under the 2000 Plan, the Compensation Comnmitige grant awards of nonqualified stock options
("NSOs"), incentive stock options ("1SOs") or réted stock ("Restricted Stock™). In addition, amttic grants of NSOs shall be made to
Non-Employee Directors, as discussed below.

An option granted under the 2000 Plan mtesia participant with the right to purchase, withispecified period of time, a stated number
of Shares at the price specified in the optiontie#ed Stock awards are shares that vest basadsohedule or other criteria established by
the Compensation Committee. Awards granted una@e2®0 Plan will be subject to such terms, inclgdiercise price and the conditions
and timing of exercise, not inconsistent with tiR®Q@ Plan, as may be determined by the Compengatammittee and specified in the
applicable award agreement. The maximum term afpdion granted under the 2000 Plan shall be seearsyfrom the date of grant (five
years in the case of an ISO granted to a partitiwan owns more than ten percent of the voting paf¢he Company)

The price per share of Common Stock paithbyparticipant with respect to any NSO or ISOlgiat be less than 100 percent of the fair
market value (as defined in the 2000 Plan) of dm&r&on the date the option is granted (110 peinght case of a "more than ten percent
shareholder"). Payment in respect of the exerdis@ @ption may be made in cash or by check, extepithe Compensation Committee
in its discretion, allow such payment to be madetloyender of unrestricted Shares (at their fairketavalue on the date of exercise) which
have been held by the
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optionee for at least six months or have been @s®th on the open market, or by a combination ofdtegoing. In addition, if and to the
extent provided for in the option agreement, payimesty be deemed satisfied through delivery of mmable instructions to a broker to sell
the Shares otherwise deliverable upon the exeofie stock option and to deliver promptly to @empany an amount equal to the
aggregate exercise price.

Automatic Grants to Non-Employee DirectordJpon initial election to office and thereaftamually on the date of the Company's
annual meeting of stockholders (provided that siatie is at least 6 months following initial electim office), each Director who is not then
an employee of the Company shall receive NSOs tohaise 10,000 Shares (Options granted to direptosiant to this paragraph may be
referred to as "Director Options"). Subject to finevisions of the Plan, each such Director Optioallshave a term of seven years, be fully
vested and exercisable as of the date of granhawel an exercise price equal to 100% of the faiketavalue of one Share on the date of
grant.

Restricted Stock. Awards of shares of Restricted Stock will bedman such terms as determined by the Compengationmittee and
shall include provisions regarding the forfeitufesoch Shares in the event employment by the @aatit, or service as a director, terminates
prior to the termination of the restrictions apphbte to such Shares. The restricted stock awdrdsyj will contain such vesting provisions as
are determined by the Compensation Committee. 8esting provisions may be based on the passagmeforon the Company's or
individual's performance, such as the achievemiobjectives for one or more of: annual revenushdtow, earnings per share, EBITA, net
income, new orders, personal goals, return onassetturn on sales. The terms of such awardsbeitontained in a restricted stock
agreement entered into between the Company amhtiieipant and may include, among other provisitims ability of the Company to
purchase such Shares under certain circumstanddabatrsuch Shares will be held in escrow by then@any until the termination of the
applicable restrictions. The holder of Shares dftReted Stock will generally be entitled to votiagd other rights of ownership prior to the
termination of restrictions.

Transferability. Subject to the following paragraph, each optad each right under any option may be exercbadng the
participant's lifetime, only by the participant @rpermissible under applicable law, by the paptnt's guardian or legal representative, and
may not be assigned, alienated, pledged, attasbétipr otherwise transferred or encumbered byrcgEant other than by will or by the
laws of descent and distribution provided thatdhsignation of a beneficiary will not constituteassignment, alienation, pledge, attachment,
sale, transfer or encumbrance for purposes of @68 Plan.

Notwithstanding the foregoing, the Comp¢insaCommittee may provide that options grantedauride 2000 Plan may be transferrec
the participant to whom such option was grantethout consideration to certain Permitted Transfe(asslefined in the 2000 Plan), pursuant
to the terms of the 2000 Plan and subject to sulels ims the Compensation Committee may adopt sepre the purposes of the 2000 Plan.

Change of Control. Upon a Change of Control of the Company (agddfin the 2000 Plan), all options shall becommédiately
exercisable and all restrictions applicable to Retsid Stock shall terminatprovided, howeverthat no such vesting shall occur if provision
has been made in writing in connection with suangaction for (a) the continuation of the 2000 Riad/or assumption of such awards by a
successor corporation (or a parent or subsidianetif) or (b) the substitution for such awards@irawards covering the stock of a succe
corporation (or a parent or subsidiary thereofihwippropriate adjustments as to the number ardslohshares and exercise prices. In
addition, in the event of a Change of Control, @mnpensation Committee may, in its discretion gmohuat least ten days prior notice to the
participants, cancel all outstanding awards andtpeyolders thereof the value of such optionsforia and an amount equal to what they
would have received or been entitled to receivethag exercised all such awards immediately poich Change of Control.

29




Amendment. The Board may amend, alter, suspend, discamtimuterminate the 2000 Plan or any portion thegieany time;
provided, thano such action may be taken without shareholderoapif such approval is necessary to comply aitly regulatory
requirementprovided, further, thaho such action may lower the exercise price ofewipusly granted award or cancel and regrant aiompt
with the effect of repricing an option without saéholder approval, angrovided, further, thabho such action that would impair any rights
under any previous award shall be effective withltbatconsent of the person to whom such award veaenin addition, the Board or the
Compensation Committee is authorized to amendetimest of any award granted under the 2000 Plan geovihat the amendment would not
impair the rights of any participant without hisnsent.

Federal Income Tax Consequences.

The following discussion is a brief summafyhe principal United States federal incomedarsequences of the grant and exercise of
NSOs, ISOs and Restricted Stock awarded underd®@ Rlan and the disposition of Shares purchasesignt to the exercise of such opti
and is intended to reflect the current provisiohthe Code and the regulations thereunder. Thissany is not intended to be a complete
statement of applicable law, nor does it addreste stocal or foreign income tax considerationsrédeer, the federal income tax
consequences to any particular participant magidifbm those described herein by reason of, anotimgy things, the particular
circumstances of such participaktr these reasons, participants are urged to condutheir own tax advisors with respect to the
consequences of their participation in the 2000 Pha

NSOs

No income will be realized by an optiong@®m grant of an NSO. Upon exercise of an NSO (ertkercise of an ISO by the participant
more than three months after the termination oEhiployment or 12 months in the case of the paditt's total disability), the optionee will
recognize ordinary compensation income in an amequal to the excess, if any, of the fair markéti@af the underlying stock over the
option exercise price (the "Spread") at the timexarcise. The Spread will generally be deductiyi¢he Company for federal income tax
purposes. The optionee's tax basis in the undgrigtares acquired by exercise of an NSO will etheakxercise price plus the amount
taxable as compensation to the optionee. Upono$dhe Shares received by the optionee upon exeodithe NSO, any gain or loss is
generally long-term or short-term capital gainasd, depending on the holding period. The optisneading period for Shares acquired
pursuant to the exercise of an NSO will begin andhte of exercise of such Option.

ISOs

ISO holders will generally incur no fedeiratome tax liability at the time of grant or upexercise of such options if the ISO is exerci
by the participant while employed by the Companithin three months after the termination of hispdgoyment (12 months in the case of
the participant's total disability). However, theead at exercise will be an "item of tax prefeegnghich may give rise to "alternative
minimum tax" liability for the taxable year in witiche exercise occurs. If the optionee does ngdis of the Shares before two years
following the date of grant and one year followthg date of exercise, the difference between tlkecése price and the amount realized upon
disposition of the Shares will constitute long-terapital gain or loss, as the case may be. Assubuttgholding periods are satisfied, no
deduction will be allowed to the Company for fedémaome tax purposes in connection with the grargxercise of the Option. If, within tv
years following the date of grant or within one ryEdlowing the date of exercise, the holder of &saacquired through the exercise of an
disposes of such Shares, the optionee will genyeradilize ordinary taxable compensation at the tifinguch disposition equal to the
difference between the exercise price and theleddhe fair market value of the stock on the d#tanitial exercise or the amount realized
the
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subsequent disposition, and such amount will géiydya deductible by the Company for federal incaiape purposes.
Restricted Stock

In general, a recipient of Restricted Stevilknot incur any federal income tax liability ap grant because the Shares will be subject to &
substantial risk of forfeiture. Instead, he or slikrecognize ordinary income at the time of vagtiat the time all restrictions lapse) equal to
the excess, if any, of the fair market value of #iiiares on the vesting date of the Shares ovearmoynt paid for the Shares. Alternatively, a
recipient may elect to recognize income at the tifingrant by making a Section 83(b) election atiddisuch election with the IRS within
30 days of the date of grant, in which case thiieat will recognize ordinary income at the timfegoant equal to the excess, if any, of the
fair market value of the stock at the time of graver any amount paid for the Shares; in that dhsee is no further income recognition wt
the restrictions lapse. The Company is entitled tax deduction in an amount equal to the ordiireagme recognized by the participant.

Code Section 162(m)

In general, Section 162(m) of the Code egiai publicly held corporation a deduction for fatlencome tax purposes for compensatic
excess of $1,000,000 per year per person to ief elecutive officer and the next four most higbtynpensated officers whose compensation
is disclosed in its proxy statement, subject tdaderexceptions. Options will generally qualify @wmane of these exceptions if they are
granted under a plan that states the maximum nuoftsdrares with respect to which options may batgto any employee during a
specified period, the exercise price is not leas tine fair market value of the common stock atithe of grant, and the plan under which the
options are granted is approved by stockholdersssadministered by a committee comprised of oetslidectors. The 2000 Plan is intended
to satisfy these requirements with respect to grahbptions to covered employees. In additiorhtorequirements applicable to stock option
grants, Restricted Stock will qualify under ondlafse exceptions only if the vesting of the RestdStock is based on performance criteria
(and not merely the passage of time). Performaritexia on which the Compensation Committee mayd@@n the vesting of Restricted
Stock include the achievement of objectives for onmore of: annual revenue, cash flow, earningspare, EBITA, net income, new orde
personal goals, return on assets or return on &deh as defined in the 2000 Plan).

31




New Plan Benefits

The table below sets forth the stock opgtigranted under the 2000 Plan to the Named Offaedsgroups indicated during 2004 and the
value of such stock options (of which, only thosanged to non-employee Directors are currently @sable).

Number of

Name Dollar Value (1) Stock Options
Edward H. Braur $ — 200,00(
John K. Bulmar — 40,00(
Don R. Kanig — 130,00(
Anthony L. Martinez — 70,00(
John F. Rein, J — 70,00(
Executive Officer Group (7 persor — 610,00(
Non-Employee Director Group (8 persot 4,00( 80,00((2)
Non-Executive Officer Employee Grot $ 80,64t 1,476,66!

Q) Represents the value of "in-the-money" optiongherexcess, if any, of the closing price of the @mn Stock on December 31, 2004,
as reported by NASDAQ ($21.07), over the exerciseen$18.81—%$33.19) of such stock options.

2) Represents grants of 10,000 options to each Nonldy®@ Director.

A majority of the votes cast on Proposal $he Meeting (including votes cast by proxy) muse "FOR" the proposed amendment tc
2000 Plan in order for the proposal to be approved.

The Board of Directors recommends a vote FOR apprai of the proposed amendment to the 2000 Plan.
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PROPOSAL 4
RATIFICATION OF THE APPOINTMENT OF
ERNST & YOUNG LLP AS INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Based on the recommendation of the Audin@®ittee, the Board of Directors has appointed ittme 6f Ernst & Young LLP, independe
registered public accounting firm to examine tmaficial statements of Veeco for the year endingeBéer 31, 2005. Ernst & Young LLP
has been employed as independent registered @daaunting firm of Veeco since 1990. Fees for ##t two years were as follows:

Year Ended December 31,

2004 2003
Audit fees $ 1,162,390 $ 549,65(
Audit-related fee: 99,00( 47,00(
Tax fees 275,22 73,96
Total $ 1,536,61 $ 670,61:

Audit fees consisted of fees for profesal@ervices rendered for the audit of the Compatorisolidated financial statements and
Sarbanes-Oxley Section 404 report and review oirttezim consolidated financial statements includeduarterly reports and services that
are normally provided by the independent registerdalic accounting firm in connection with statyt@nd regulatory filings or engagemet
Audit-related fees consisted of fees for accountimigsultations in connection with acquisitions, t#er404 of the Sarbanes-Oxley Act of
2002 and employee benefit plan audits. Tax feesistad of fees for tax planning and advice relédemhergers and acquisitions, as well as
international and transfer pricing tax issues. Tlooenpany did not engage Ernst & Young LLP to perfamy work related to financial
information systems design or implementation sewiduring 2004 or 2003.

Audit Committee Pre-approval of Audit and Permisside Non-audit Services of Independent Registered Plib Accounting Firm

The Audit Committee pre-approves all aaditl permissible non-audit services provided byiridependent registered public accounting
firm. These services may include audit servicedjtaelated services, and tax services and maydg;lto a very limited extent, specifically
designated non-audit services which, in the opimbtihe Audit Committee, will not impair the indamience of the independent registered
public accounting firm. Unless the specific servies been previously pre-approved with respedtabytear, the Audit Committee must
approve the permitted service before the indepean@gistered public accounting firm is engagedeadqrm it. The Audit Committee has
delegated to the Chairman of the Audit Committeth@nity to approve permitted services provided thatChairman reports any decisions to
the Audit Committee at its next scheduled meefirige independent registered public accounting finth management are required to
periodically report to the Audit Committee rega@lithe extent of services provided by the independagistered public accounting firm in
accordance with this pre-approval, and the feethimservices performed to date. In addition, theifCommittee may, as required, also pre-
approve particular services on a case-by-case.basis

All of the Ernst & Young LLP fees for 20@d 2003 shown above were pre-approved by the Aalitmittee.

Representatives of Ernst & Young LLP w#l present at the Meeting and may make a statetbelyi so desire. They will also be
available to respond to appropriate questions.
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Stockholders are asked to ratify the actibtihe Board of Directors in making this appointdf this appointment is not ratified by the
Stockholders, the selection of another independsgistered public accounting firm will be considibt®y the Audit Committee for
recommendation to the Board of Directors.

A majority of the votes cast on Proposat the Meeting (including votes cast by proxy) muste "FOR" the ratification of the
appointment of Ernst & Young LLP as the Companytependent registered public accounting firm ferytbar ending December 31, 200!
order for the proposal to be approved.

The Board of Directors recommends a vote FOR ratifiation of the appointment of Ernst & Young LLP as he Company's
independent registered public accounting firm for he year ending December 31, 2005.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requifesco'’s officers and directors, and persons who mare than 10% of Veeco's common sl
to file reports of ownership and changes in ownerslith the Securities and Exchange Commissionséhgersons are required by SEC
regulations to furnish Veeco with copies of all 8@t 16(a) forms they file.

SEC regulations require us to identifyhirstproxy statement anyone who filed a requirearelate or failed to file a required report.
Based on our review of forms we received, or wmittepresentations from reporting persons statiagtttey were not required to file there
forms, we believe that during 2004, all Sectiona}éiling requirements were satisfied on a timehgis.

OTHER MATTERS
Other Business

The Board of Directors knows of no othettters to come before the Meeting. Should any dbusiness properly come before the
Meeting, the persons named in the enclosed forprady will vote on such matters in accordance whisir best judgment.

Deadline for Receipt of Stockholder Proposals

Requirements for Stockholder Proposalsat®tought Before an Annual Meeting.For stockholder proposals to be consideredeytpp
brought before an annual meeting by a stockhottierstockholder must have given timely notice tfoera writing to the Secretary of the
Company. To be timely for the Company's 2006 Anideéting of Stockholders, a stockholder's noticestnine delivered to or mailed and
received at the principal executive offices of @@mpany no later than February 18, 2006. A stoaldrtd notice to the Secretary shall set
forth as to each matter the shareholder proposiesrtg before the annual meeting (i) a brief deswn of the business desired to be brought
before the annual meeting and the reasons for @bimgusuch business at the annual meeting, (iilpdme and record address of the
stockholder proposing such business, (iii) theschasd number of shares of Common Stock benefioiaiiyed by the stockholder, and (iv)
material interest of the shareholder in such bsine

Requirements for Stockholder Proposalset@bnsidered for Inclusion in the Company's Proxatévials.  Stockholder proposals
submitted pursuant to Rule 14a-8 under the Exchawgand intended to be presented at the Compa09¥6 Annual Meeting of
Stockholders must be received by the Company o thin December 6, 2005 in order to be consid@reidclusion in the Company's proxy
materials for that meeting.
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Solicitation of Proxies

The cost of preparing and mailing this Br&tatement and the accompanying proxy, and thieofa®licitation of proxies on behalf of
the Board of Directors, will be borne by Veeco. vedas retained Georgeson Shareholder Communisdtion("GSC") to solicit proxies.
GSC may contact Stockholders by mail, telephorextéelegraph and personal interviews. GSC wileree from Veeco a fee of $7,500 for
such services, plus reimbursement of out-of-poekpenses, and Veeco has agreed to indemnify GS@sagartain liabilities and expenses
in connection with such solicitation, includingHilities under the federal securities laws. Sommsqmal solicitation also may be made by
directors, officers and employees without speamhpensation, other than reimbursement for expenses.

No Incorporation by Reference

In Veeco's filings with the SEC, informatits sometimes "incorporated by reference." Thiamsehat we are referring you to
information that has previously been filed with 8EC, so the information should be considered asop#he filing you are reading. Based
SEC regulations, the performance graph of this ypstatement, the "Audit Committee Report" and @erhpensation Committee Report"
specifically are not incorporated by reference ity other filings with the SEC.

This proxy statement is sent to you as phithe proxy materials for the 2005 Annual Meetaigstockholders. You may not consider
proxy statement as material for soliciting the jiage or sale of Veeco's common stock.
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EXHIBIT A

VEECO INSTRUMENTS INC.
CHARTER OF THE AUDIT COMMITTEE

PURPOSE:

The Audit Committee of Veeco Instruments. Ifthe "Company") shall assist the Company's Bo&i@irectors with the Board's
oversight of the accounting and financial reporfingcesses of the Company and the audits of thadial statements of the Company.
Specifically, the Committee shall assist the Bdarthonitoring:

. the integrity of the Company's financial statemgnts
. the independent auditor's qualifications and indelpace; and
. the performance of the Company's internal audittion and internal auditors.

In so doing, the Committee shall endeawanaintain free and open communication among theettirs, the independent auditors and
the financial management of the Company.

COMPOSITION:

The Committee members and its Chair stelfiffipointed annually by the Board. The Committed sbnsist of three or more members
of the Board, each of whom shall be both an inddpahdirector and financially literate. At leaseamember of the Committee shall be an
"audit committee financial expert" within the megiof applicable Securities and Exchange CommisaimhNasdaq rules in effect from ti
to time (the "SEC and Nasdaq rules").

For these purposes, an "independent diteistone who is "independent" within the meanirfigpplicable SEC and Nasdaq rules, and:

. is free from any relationship that, in the businestgment of the Board, would interfere with themise of his or her
independent judgment in carrying out the respolit#s of a director; and

. accepts no consulting, advisory or other compengd¢e, either directly or indirectly, from the Cpamy other than in his or
her capacity as a member of the Committee, thedBormany other committee of the Board; and

. is not otherwise an affiliated person of the Conypan

"Financial literacy" and "audit committéedncial expert" shall be determined by the Boarthe exercise of its business judgment;
"financial literacy" shall include the ability tead and understand financial statements.

MEETINGS:

The Committee shall meet at least quartdirighall have executive sessions with the inteanditor and separately with the independent
auditors, from time to time, and shall have exe®usiessions with management as it deems appraprl@eCommittee shall report on a
regular basis to the Board and shall make suchmemndations to the Board as it deems appropriate.
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AUTHORITY:

The Committee shall have the authority to:

conduct or authorize investigations into any matteithin the Committee's scope of responsibilities;

seek any information it requires from Company erypés and advisors, all of whom are directed to ewatp with the
Committee's requests;

engage independent legal, accounting and othes@myias it determines necessary or appropriaearty out its duties; and

compensate the foregoing advisors and arrangésfadiministrative expenses without obtaining théhier approval of the
Board or approval of the management of the Company.

RESPONSIBILITIES:

Management is responsible for maintainimgCompany's books of account and preparing tlaadial statements based thereon, and the
independent auditor is responsible for auditingGeenpany's annual financial statements and revigtyia Company's interim financial
statements. The independent auditor is ultimatetpantable to the Committee.

This Charter sets forth the responsibgitié the Committee as a guide and should remaiptadie to changing conditions and
circumstances.

1. Independent Auditor

(@)

(b)

(©

(d)

Authority with Respect to Independent AuditeAs a committee of the Board, the Committee isaliyeresponsible for the
appointment, compensation, oversight, evaluatiah emere appropriate, replacement of the Compamg&pendent auditor.
this capacity, the Committee shall have sole aitthtw recommend the appointment or removal ofititeependent auditor, al
shall have the ultimate authority to approve allinangagement fees and terms.

Audit Plan—The Committee shall review the independent auditomhual audit plan, including the scope of thetaard the
quarterly reviews.

Review of Audit Issues-The Committee shall review with the independemitan and, as appropriate under the circumstances
the internal auditor and management:

. any significant changes required in the independaditor's audit plan;
. any difficulties or disputes with management ent¢ered during the course of the audit; and
. any alternative treatments of financial informatigithin GAAP that have been discussed with manageme

ramifications of the use of such alternative treaita and the treatment preferred by the indeperadetitor.

Competence of Independent Audite©Once each year (and otherwise as the Chair magidemappropriate) the Committee
shall obtain and review a written report by theeipendent auditor describing:

. the independent auditor's internal quality-conpn@icedures; and

. any issues regarding the independent auditor'stgreaintrol or its independent audits identifiede its last report by
any internal review, peer review, or investigat{aithin
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the preceding five years) by the Public Companyodicting Oversight Board or any other governmentadrofessiona
authorities and any steps taken to deal with ach ssues.

Independence-The Committee shall satisfy itself as to the irefegence of the independent auditor, including &vewf the
services provided by the independent auditor alade@ fees. As part of this process:

The Committee shall require the independent authitoeport periodically in writing on all its relabships with the
Company and its management, and any relationshitsrtay interfere with the exercise of its indepare from
management, as well as the firm's compliance wWitinéependence requirements under applicable psideal
standards and SEC and Nasdagq rules. The Comntittdlediscuss any potential independence issuesdéisthe report
with the Board and recommend any actions thatdtrdeappropriate to maintain adequate auditor intigrece.

The Committee shall pre-approve any audit and nalitaervices provided by the independent audiak shall
consider whether these services are compatibletivtiindependent auditor's independence. The Cdeanitay
delegate to one or more Committee members the @iythm grant pre-approvals required by the foregosentence.
The decisions of any Committee member to whom aiiyhis delegated hereunder shall be presenteldeg@ommittee
at its next scheduled meeting. The Committee studlengage the independent auditors to perfornsikeific non-
audit services proscribed by law or regulation.

The Committee shall require management to repoibgieally in writing regarding compliance with ti@ompany's
policy prohibiting hiring of members of the indegemt auditor engagement team for positions witinantcial reportin
oversight role.

Financial and Related Information

(@)

(b)

(©

Annual Financial StatementsThe Committee shall review and discuss with mamage and the independent auditor, the
Company's annual financial statements and thea@tglieport thereon to be included in the Compafgizual Report on
Form 10-K. The Committee shall make a recommenddtidhe Board whether such financial statementsighbe included in
the Company's Annual Report.

Interim Financial Statements-The Committee shall review and discuss with manmege and the independent auditor, the
Company's interim financial statements before quirresults are released publicly.

Accounting Treatment and Other MattersAt the completion of the annual audit and sucteotimes as the Committee may
deem appropriate, the Committee shall review withindependent auditors, management and the ihud#or, as
applicable:

The quality of, and major issues regarding, the @amy's accounting principles and financial statdrpegsentations,
including all critical accounting policies and ptiaes used and any significant changes in the Cagipaelection or
application of accounting principles.

Any analyses prepared by management and/or thpémdent auditor setting forth significant finanaigorting issues
and judgments made in connection with the preparadf the financial statements.

The effect of regulatory and accounting initiativas well as off-balance sheet structures, onittamé€ial statements of
the Company.
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(d)

. Other matters related to the conduct of the audit@ther material written communications betweenitldepender
auditor and management which are to be communitatdge Committee under generally accepted audgiagdards
and applicable SEC and Nasdagq rules, such as anggament letter or schedule of unadjusted differenc

Periodically, as appropriate, the Committee skaliaw with the independent auditor, the internalisur, and/or management:

. any significant deficiencies in the design or otieraof internal controls;

. any fraud, whether or not material, that involvesnaggement or other employees who have a significdain the
Company's internal controls; and

. any significant changes in internal controls oreottactors that could significantly affect intermaintrols, including any
corrective actions taken with regard to deficiea@ad weaknesses.

Disclosure of Other Financial Information-The Committee shall discuss with management ahdrevappropriate, the
independent auditor:

. the types of information to be disclosed and tipetyf presentation to be made in connection withesarnings press
release;

. the type of financial information and earnings guide (if any) which may be provided to analysts latithg agencies;
and

. the use of "pro forma" or "adjusted" non-GAAP infation in Company disclosure documents.

Internal Auditor

(@)

(b)

(©

Regular Reporting—The internal auditor shall report regularly to themmittee and the Committee shall have direct
communication with the internal auditor to discassl review specific issues as appropriate.

Internal Audit Plan and Findings-The Committee shall review from time to time th&ernal audit plan and significant
findings.

Independence-The Committee shall ensure that there are nofsigni limitations on the internal auditor, andimv and
concur in the appointment, replacement or dismisktie internal auditor.

Compliance and Other Oversight Responsibilities

(@)

(b)

(©

Whistleblower—In compliance with SEC and Nasdagq rules, the Cdtemshall establish procedures for the receifgnten
and treatment of complaints or concerns, includiogfidential and anonymous submissions receivethé®yCompany
regarding accounting, internal accounting contoolauditing matters.

Risk Management- The Committee shall consider the Company's majanitial risk exposures and the steps manageme
taken to monitor and control such exposures.

Legal Compliance—The Committee shall review with the Company'srimélegal counsel any legal and regulatory matters
that could have a significant impact on the Compmfigancial statements, the Company's compliarite applicable laws and
regulations pertaining to financial disclosure, ang correspondence with regulators or governmegiahcies that raise
material issues regarding the Company's finantaaéments or accounting policies.
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(d) Related Party Transactio—The Committee, or one or more Committee membets détegated authority, shall review a
if appropriate, approve all proposed related paetgsactions for potential conflicts of interefRRelated party transactions”
means those transactions required to be disclassdch pursuant to applicable SEC and Nasdagq rules.

(e) Disclosure of Certain Matters-The Committee shall oversee compliance with tigelirements of the SEC and Nasdagq rules
for disclosure of the independent auditor's sesyitiee identity of the Committee members and the@ittee's activities, and
shall provide a report for the Company's proxyestant in accordance with SEC rules.

)] Code of Business EthiesThe Committee shall review management's monitooinidpe CEO's and finance personnel's
compliance with the Company's Code of BusinesscEthi

In addition to the above responsibilitidke Committee shall undertake such other dutiegseaBoard delegates to it.

* * *

This Charter shall govern the operationghefAudit Committee. It shall be deemed to be tgxtito reflect at all times any legislative,
regulatory and listing requirements applicablei® €Committee. The Committee shall formally reviéwg ICharter at least annually and
recommend any proposed changes to the Board fooeglp

A-5




EXHIBIT B

AMENDMENT NO. 3 TO
VEECO INSTRUMENTS INC.
FIRST AMENDED AND RESTATED
EMPLOYEE STOCK PURCHASE PLAN

The Veeco Instruments Inc. First Amended Bestated Employee Stock Purchase Plan, as améhdeélan™), is hereby amended as
follows:

1. Section 3.04 of the Plan is amended to read, ientsety, as follows:
3.04 Effective Date and Term of Plan
No Offerings shall be made under the Plan aftereDdxer 31, 2009.

2. Paragraph (a) of Section 5.03 of the Plan is aneimlesad, in its entirety, as follows:
(@ A Participant may elect to reduce his or her lefgdayroll deductions during an Offering periodfrpviding notice in
such form and manner as prescribed by the Adma@tno later than 30 days prior to the end of bffering Period.
Subject to paragraph (c), a Participant may makgame such election during an Offering period.
3. Paragraph (b) of Section 5.03 of the Plan is amgttaleead, in its entirety, as follows:
(b) A Participant may elect to discontinue his or hayrpll deductions for an Offering Period by prowiginotice in such
form and manner as prescribed by the Administnatolater than 30 days prior to the end of such i@ffePeriod. A
Participant who elects to discontinue payroll deiduns for an Offering may not again resume paydetiuctions for thi
Offering.

4. Section 6.01 of the Plan is amended to read, iarnitisety, as follows:
6.01 Offering Period

Offerings to purchase Stock under the Plan wiliiagle during such periods as the Board or the Caerrshall determine
prior to the commencement of such Offering Penmdyided, however, that no Offering Period willlbeger than one
calendar year or extend beyond the date set for@ection 3.04.

5. Section 6.02 of the Plan is amended to read, ientsety, as follows:
6.02 Purchase Price

The purchase price of Stock for an Offering shaltletermined by the Board or the Committee prighéocommencement of
such Offering Period, provided, however, that thechase price shall not be lower than the lesser of

(@ 85 percent (85%) of the Fair Market Value of thecRton the first business day of the Offering pasriand
(b) 85 percent (85%) of the Fair Market Value of thecRton the last business day of the Offering period
6. Paragraph (b) of Section 6.04 of the Plan is am@&taleead, in its entirety, as follows:

(b)  The maximum number of shares of Stock that mayusehased during Offering Periods falling within geme
calendar year will equal the lesser of the numibshares

B-1




@)

(i) allowed under Section 423(b)(8) of the Code(iprdetermined by the Board or the Committee ptithe
commencement of each such Offering Period.

Paragraph (a) of Section 7.01 of the Plan is anttmlesad, in its entirety, as follows:
A Participant may withdraw from an Offering at anye prior to the date that is 30 days prior to¢he of the

respective Offering Period. The Participant's reot€withdrawal shall be made in the form and mamietermined by
the Administrator.
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EXHIBIT C

RESOLUTION APPROVING AMENDMENT TO
VEECO INSTRUMENTS INC. 2000 STOCK INCENTIVE PLAN

RESOLVED, that the Veeco Instruments Ir@)@ Stock Incentive Plan (the "2000 Plan"), be atedrto increase the number of shares
of common stock, par value $0.01 per share, covtie@by from 7,030,000 shares to 8,530,000 slzaréstherefore, Section 5(a) of the
2000 Plan be amended to read as follows:

5. Grant of Awards; Shares Subject to the Plan
The Committee may, from time to time, gr&ten Awards to one or more Eligible Persqusyided, howeverthat:

(a) Subject to Section 10, the aggregataber of shares of Stock in respect of which Rlaards may be granted under the
Plan shall not exceed 8,530,000, of which no mieaa t1,700,000 may be in the form of Restricted IStoc

* * * * *
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VEECO INSTRUMENTS INC.

100 Sunnyside Boulevard, Suite B
Woodbury, NY 11797

PROXY FOR ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 25, 2005

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby appoints EdwardrduBand John F. Rein, Jr. or either of them, @dtthfull power of substitution and re-
substitution, proxies to vote at the Annual Meetifigstockholders of Veeco Instruments Inc. (thertpany") to be held on May 25, 2005 at
9:30 a.m. (New York City time) at the Corporate @en395 North Service Road, Lower Auditorium, M New York and at all
adjournments or postponements thereof, all shdresnromon stock of the Company which the undersigaeahtitied to vote as directed on
the reverse side, and in their discretion upon sdilclr matters as may come before the meeting.

The shares represented hereby will be viotedcordance with the choices specified by theldtolder in writing on the reverse side. IF
NOT OTHERWISE SPECIFIED BY THE STOCKHOLDER, THE SRES REPRESENTED BY THIS PROXY WILL BE VOTED FC
THE ELECTION OF EACH OF THE NOMINEES FOR DIRECTORANIED ON THE REVERSE SIDE AND FOR THE OTHER
MATTERS DESCRIBED ON THE REVERSE SIDE.

(CONTINUED AND TO BE SIGNED ON THE REVERSE SIDE.)




ANNUAL MEETING OF STOCKHOLDERS OF
VEECO INSTRUMENTS INC.
MAY 25, 2005

Please date, sign and mail your proxy @atte envelope provided as soon as possible.

THE BOARD OF DIRECTORS RECOMMENDS A VOTEOR" THE ELECTION OF DIRECTORS AND "FOR" PROPOSALS 2
THROUGH 4. PLEASE SIGN, DATE AND RETURN PROMPTLY INHE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN
BLUE OR BLACK INK AS SHOWN HERE X

PROPOSAL 1. Election of three Class Il Direct

NOMINEES: Joel A. Elftmanr O
Paul R. Low O
Peter J. Simon O
WITHHOLD FOR ALL
AUTHORITY EXCEPT
FOR ALL FOR ALL (See
NOMINEES NOMINEES instruction)
INSTRUCTIONS: To withhold authority to vote for amdividual O O O
nominee(s), mark "For All Except" and fill in theae next to each
nominee you wish to withhold, as shown heil
FOR AGAINST ABSTAIN
PROPOSAL 2. Approval of an amendment to the \ddastruments Inc. O O O
First Amended and Restated Employee Stock PurdPlase
PROPOSAL 3. Approval of an amendment to the gdastruments Inc. O O O
2000 Stock Incentive Pla
PROPOSAL 4. Ratification of the appointment of& & Young LLP as O O O
independent registered public accounting firm ef @ompany for the fiscal
year ending December 31, 20!
Transaction of such other business as may properhe before the Meeting
or any adjournment therec
To change the address on your account, please thedox below New address
and indicate your new address in the address spavi&led. Please
note that changes to the registered name(s) oacttwint may not be
submitted via this method
Signature of Stockholde Date Signature of Stockholde Date

Note: Please sign exactly as your name or namesaan this Proxy. When shares are held jointlghdwlder should sign. When signing
executor, administrator, attorney, trustee or giaarglease give full title as such. If the sigisea corporation, please sign full corporate n
by duly authorized officer, giving full title as sl If signer is a partnership, please sign inmghip name by authorized person.
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