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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

( Mark One)

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

For the quarterly period ended March 31, 2015

OR

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

For the transition period from o

Commission File Number: 0-16244

VEECO INSTRUMENTS INC.

(Exact name of registrant as specified in its arart

Delaware 11-2989601
(State or other jurisdiction of incorporation oganization) (I.LR.S. Employer Identification No

Terminal Drive
Plainview, New York 11803
(Address of principal executive office (Zip Code)

(516) 677-0200
(Registrant’s telephone number, including area fode

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastiags. Yexl Nol

Indicate by check mark whether the registrant lsstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). es®l No[

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated file Accelerated filel O
Non-accelerated filer O (Do not check if a smaller reporting compa Smaller reporting compar O

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YeBl No

Indicate the number of shares outstanding of ehtitedssuer’s classes of common stock, as ofdtest practicable date:

Title of Class Shares Outstanding

Common Stocl as of April 30, 201!




par value $0.01 per she 40,384,427
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Safe Harbor Statement
This quarterly report on Form 10-Q (the “Reportdntains forward-looking statements within the magrof Section 27A of the Securities
Act of 1933, as amended, and Section 21E of tharies Exchange Act of 1934, as amended. Discassiontaining such forward-looking

statements may be found in Part | - Items 1, 2,3ahdreof, as well as within this Report generaityaddition, when used in this Report, the

words “believes,” “anticipates,” “expects,” “estitea,” “targets,” “plans,” “intends,” “will,” and snilar expressions related to the future are

intended to identify forward-looking statementsl fdkward-looking statements are subject to a nunatbeisks and uncertainties that could
cause actual results to differ materially from pod¢d results.

In addition, t he preparation of financial statetsen conformity with U.S. Generally Accepted Acobing Principles (“U.S. GAAP”)

requires management to make estimates and assmsfiiat affect the amounts reported in the findrst@ements and accompanying notes.
Although these estimates and assumptions are loaskiowledge of current events and planned actiobe undertaken in the future, they
may ultimately differ from actual results. Operatiresults for the three months ended March 31, 20& %ot necessarily indicative of the
results that may be expected for the year endirge®Déer 31, 2015. All estimates and assumptionsidsgct to a number of risks and
uncertainties that could cause actual resultsfterdnaterially from these estimates and assumption

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

« Unfavorable market conditions may adversely afteatoperating results;

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

» The cyclicality of the industries we serve diredffects our business;
* We operate in industries characterized by rapidrielogical change;

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

* We face significant competition;
» The timing of our orders, shipments, and revenaegeition may cause our quarterly operating regalfiuctuate significantly;
* Our sales cycle is long and unpredictable;

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

e Qur failure to estimate customer demand accuramlyd result in excess or obsolete inventory anlifibilities to our suppliers for
products no longer needed, while manufacturingiapgions or delays could affect our ability to meastomer demand;

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

* Werely on a limited number of suppliers, some bbm are our sole source for particular components;
» Our inability to attract, retain, and motivate lkayployees could have a material adverse effecuobusiness;

» Our acquisition strategy subjects us to risks daaseat with evaluating and pursuing these opporiesind integrating these
businesses;

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

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

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

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

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

» Changes in accounting pronouncements or taxaties nr practices may adversely affect our finanaults;

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

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

» The enforcement and protection of our intellechrabperty rights may be expensive and could divertlinited resources;
* We may be subject to claims of intellectual propérfringement by others;

* We are subject to foreign currency exchange risks;

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

* We have adopted certain measures that may haveaéiativer effects which may make an acquisitionwofCompany by another
company more difficult;

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

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

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

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

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

Liabilities and stockholders’ equity
Current liabilities:
Accounts payabl

Accrued expenses and other current liabili

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

PART I—FINANCIAL INFORMATION

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

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

Common stock, $0.01 par value, 120,000,000 shartherzed; 40,375,054 and 40,360,069 share:

issued and outstanding at March 31, 2015 and Deee81) 2014, respective

Additional paic-in capital
Accumulated defici

Accumulated other comprehensive income

Total stockholders” equity

Total liabilities and stockholders’ equity

March 31, December 31
2015 2014
(unaudited)
$ 303,12 $ 270,81:
88,991 120,57:
498 53¢
64,28¢ 60,08¢
57,19 61,47
15,50¢ 5,07¢
32,10z 23,13:
6,00( 6,00(
7,014 7,97¢
574,71 555,66:
80,30: 78,75:
114,97: 114,95¢
1,18( 1,18(
151,34t 159,30¢
19,57« 19,59«
$ 942.09( $ 929,45!
$ 41,12¢ $ 18,11:
36,49! 48,41¢
109,99¢ 96,00¢
8,041 5,441
12C 12C
32C 314
196,09: 168,40t
16,04: 16,39
1,451 1,53:
4,68( 4,18¢
218,26! 190,52¢
404 404
754,12! 750,13¢
(32,190 (13,080
1,48¢ 1,46¢
723,82! 738,93
$ 942.09( $ 929,45!

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

Income (loss) per common sha
Basic
Diluted

Weighted average number of shal
Basic
Diluted

Veeco Instruments Inc. and Subsidiaries
Consolidated Statements of Operations
(in thousands, except per share amounts)

(unaudited)

Three months ended March 31

2015 2014
$ 9834 $ 90,84
63,20 57,06+
35,13¢ 33,77
22,88: 21,66
18,58¢ 19,76¢
7,96: 2,90:
2,357 39z
12€ —
— (29,36%)
(951) (212)
50,96 15,15(
(15,825 18,62
287 20€
(126€) (42)
(15,662 18,79:
3,44¢ (36¢)
$ (19,110 $ 19,16(
$ (049 $ 0.4¢
$ (0.45) $ 0.4¢
39,63¢ 39,17
39,63¢ 39,93

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

(unaudited)
Three months ended March 31
2015 2014

Net income (loss $ (19,110 $ 19,16(
Other comprehensive income, net of

Unrealized gain on availal-for-sale securitie 32 50

Foreign currency translation gain (loss) (15) 132
Other comprehensive income, net of tax 17 182
Comprehensive income (loss) $ (19,099 $ 19,34

See accompanying Notes to the Consolidated FinaBtagements.

5




Table of Contents

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

(unaudited)

Cash Flows from Operating Activities
Net income (loss

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

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

Cash Flows from Investing Activities

Capital expenditure

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

Other

Net cash provided by investing activiti

Cash Flows from Financing Activities
Proceeds from stock option exerci:

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

Net cash provided by (used in) financing activi

Effect of exchange rate changes on cash and casvadnts

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

Interest paic

Income taxes pai

Three months ended March 31

2015 2014
$ (19,110 $ 19,16(
10,72+ 5,771
607 (79€)
12€ —
3,99¢ 4,72z
(12) (920)
— (29,36¢)
(4,200 (26,939
(7,249 8,15(
(8,970) (3,410
11,15 (2,240)
13,98¢ 6,41¢
2,60( (612)
62¢ 1,667
4,28¢ (18,407)
(4,781) (2,139
43,55¢ 32,03(
(11,999 (17,989
1,41° 2,34(
(68) (124)
28,12: 14,11¢
45 8,31¢
(52) (170)
(76) (79
(83) 8,07¢
(15) 89
32,31 3,88¢
270,81 210,79
$ 303,12 $ 214,68.
$ 36 $ 42
$ 544 $ 1,851

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

Note 1 — Basis of Presentation

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

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

Revenue recognitic

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

Contracts frequently contain multiple deliverabléisdgment is required to properly identify the as@ing units of the multiple-element
arrangements and to determine how the revenuedbeudllocated among the accounting units. Veesm elaluates whether multiple
transactions with the same customer or relatedegashould be considered part of a single, mukdenent arrangement based on an
assessment of whether the contracts or agreenrentegotiated or executed within a short time frafheach other or if there are indicators
that the contracts are negotiated in contemplaifane another. Moreover, judgment is used in preging the commercial terms and
determining when all criteria have been met in otdeecognize revenue in the appropriate accogrmariod.

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

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

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

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

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

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

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

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

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

Recent accounting pronounceme

In May 2014, the FASB issued Accounting Standargdddtie (“ASU”) No. 2014-09Revenue from Contracts with Customi@he “Update”).
The Update requires an entity to recognize revéoukepict the transfer of promised goods or ses/ioecustomers in an amount that reflects
the consideration to which the entity expects tehitled in exchange for those goods or serviths. Update outlines a five-step model to
make the revenue recognition determination andiresjmew financial statement disclosures. Publidgled companies are required to adopt
the Update for reporting periods beginning aftec&maber 15, 2016; however the FASB recently propesede-year deferral of the Update.
Currently, companies may choose among differentttian alternatives. Veeco is evaluating the impd@dopting the Update on its
consolidated financial statements and related &isdistatement disclosures and has not yet detednirhich method of adoption will be
selected.

Veeco is also evaluating other pronouncements tigcssued but not yet adopted. The adoption of¢hgronouncements is not expected to
have a material impact on Veeco’s consolidatedhfired statements.

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

Note 2 — Income (Loss) Per Common Share

Basic income (loss) per common share is calculayedividing net income (loss) available to commuwckholders by the weighted average
number of common shares outstanding during the@gebiluted income per common share is calculatediiding net income available to
common stockholders by the weighted average nuofimymmon shares and common share equivalentsaadisty during the period. The
computations of basic and diluted income (loss)gqeenmon share are:

Three months ended March 31

2015 2014
(in thousands, except per share datz

Net income (loss $ (19,110 $ 19,16(
Net income (loss) per common she

Basic $ (0.4¢) $ 0.4¢

Diluted $ 0.4¢) $ 0.4¢
Basic weighted average shares outstandir 39,63¢ 39,177

Effect of potentially dilutive share-based awards — 76C
Diluted weighted average shares outstandin 39,63¢ 39,93:

The dilutive effect of outstanding options to puash common stock, restricted share awards, anittedtshare units is considered in diluted
income per common share by application of the tngastock method. The dilutive impact of our penfiance share awards and performance
share units are included in dilutive EPS in thequbsr those performance targets have been achiBeedhe three months ended March 31,
2015, 0.5 million common equivalent shares werduglad from the computation of diluted net loss gleare as their effect would be
antidilutive since Veeco incurred a net loss. Idiidn for the three months ended March 31, 201 2014, respectively, approximately 2.0
million and 1.4 million in potentially dilutive sihes were excluded from the diluted income (loss)cpenmon share calculation as their effect
would be antidilutive.

Note 3 — Assets

Investments and Assets held for ¢

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

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

Level 1: Quoted prices in active markets that are unadjusteldaccessible at the measurement date for idéniierestricted assets or
liabilities;

Level 2: Quoted prices for identical assets and liabilitremarkets that are not active, quoted pricesifailar assets and liabilities in
active markets or financial instruments for whigmgficant inputs are observable, either directiyralirectly; and

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

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

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

Level 1 Level 2 Total
(in thousands)

March 31, 2015

U.S. treasurie $ 59,73: $ — ¢ 59,73:

Government agency securiti — 4,99¢ 4,99¢

Corporate dek — 24,26¢ 24,26¢
December 31, 201

U.S. treasurie $ 81527 $ —  $ 81,527

Corporate dek — 39,04 39,04¢

There were no transfers between fair value measenelavels during the three months ended Marct2315. There were no financial assets
or liabilities measured at fair value using LevéaB value measurements at March 31, 2015 or Deeerdl, 2014.

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

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(in thousands)

March 31, 2015

U.S. treasurie $ 59,69: $ 42 $ 2 $ 59,73:
Government agency securiti 4,99¢ 1 — 4,99¢
Corporate debt 24,24( 27 (1) 24,26¢

Total available-for-sale securities  $ 88,93( $ 70 $ 3 $ 88,99

December 31, 201.

U.S. treasurie $ 81,50¢ $ 27 $ 6) $ 81,527
Corporate debt 39,03: 20 (6) 39,04

Total available-for-sale securities  $ 120,537 $ 47 % (12) $ 120,57:

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

(unaudited)
Available-for-sale securities in a loss positiomsist of:
March 31, 2015 December 31, 201
Gross Gross
Estimated Unrealized Estimated Unrealized
Fair Value Losses Fair Value Losses
(in thousands)
U.S. treasurie $ 22,00. $ 2 $ 35,00 $ (6)
Corporate debt 6,082 (1) 13,06¢ (6)
Total available-for-sale securities in ¢

loss position $ 28,08! $ 3 % 48,07( $ (12)

At March 31, 2015 and December 31, 2014, there werghort-term investments that had been in amoatis loss position for more than 12
months.

The contractual maturities of securities classifisdavailable-for-sale at March 31, 2015 are:

March 31, 2015

Amortized Estimated
cost fair value
(in thousands)
Due in one year or le: $ 49,02¢ $ 49,05¢
Due after one year through two years 39,90 39,94.
Total available-for-sale securities $ 88,93( $ 88,99’

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

Realized gains or losses are included in “Othef,ineghe Consolidated Statements of Operation®r&hwere minimal realized gains for the
three months ended March 31, 2015 and no realiaed @r losses for the three months ended MarcB@14. The cost of securities
liquidated is based on specific identification.

Accounts receivabl

Accounts receivable is presented net of allowanceléubtful accounts of $0.5 million and $0.7 noilliat March 31, 2015 and December 31,
2014, respectively.

Inventory

Inventory is stated at the lower of cost or marsihg standard costs that approximate actual cosssfirst-in, first-out basis. Inventory
consists of:

March 31, 2015 December 31, 201
(in thousands)
Materials $ 33,627 $ 30,31¢
Work-in-process 19,38 25,09¢
Finished goods 4,18¢ 6,05¢
Total inventory $ 57,197 $ 61,47:

11
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Veeco Instruments Inc. and Subsidiaries
Notes to the Consolidated Financial Statements - etnued
(unaudited)
Deferred cost of sale
For new products, new applications of existing piaid or for products with substantive customer piaoece provisions where Veeco can not
objectively demonstrate that the criteria specifiethe contractual acceptance provisions have bekieved prior to delivery, revenue and
the associated costs are deferred and fully rezegnipon the receipt of final customer acceptaae®yming all other revenue recognition
criteria have been met.
Prepaid expenses and other current as
Prepaid expenses and other current assets pringarilist of supplier deposits, as well as leaseslepand prepaid licenses.
Veeco outsources certain functions to third partreduding the manufacture of substantially alitsfMOCVD systems, ion beam and other
data storage systems, and ion sources. While ghymalying upon several suppliers for the manufisictg of these systems, Veeco maintains
a minimum level of internal manufacturing capapifior these systems. Supplier deposits consisdf4bmillion and $12.7 million at
March 31, 2015 and December 31, 2014, respectively.
Assets held for sa

Research and demonstration laboratories in Asiaelisas a vacant building and land, were desighaseheld for sale during 2014. The
balance sheet reflects Veeco's estimate of fauerédss costs to sell using the sales comparisoketapproach.

Property, plant, and equipme

Property, plant, and equipment consist of:

March 31, 2015 December 31, 201
(in thousands)

Land $ 9,392 $ 9,397
Building and improvement 51,98¢ 51,97¢
Machinery and equipme 108,80¢ 104,81!
Leasehold improvements 4,44( 4,35¢
Gross property, plant and equipment 174,62 170,54.
Less: accumulated depreciation and amortization 94,32 91,79
Net property, plant, and equipment $ 80,30 $ 78,75:

There were $0.1 million in impairments during these months ended March 31, 2015 related to resting activities. Depreciation expense
was $2.8 million and $2.9 million for the three ntehended March 31, 2015 and 2014, respectively.

Included in property, plant, and equipment are ffietesale systems that are the same types of tbatsvVeeco sells to its customers in the
ordinary course of business. During the three noatided March 31, 2015 and 2014, Veeco had aggregkes of $1.3 million and $2.3
million with associated costs of $1.3 million ant4million, respectively, which was included inéiNsales” and “Cost of sales” in the
Consolidated Statements of Operations.

12




Table of Contents

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

Goodwill

There were no new acquisitions or impairments dytire three months ended March 31, 2015. The psechecounting related to the $145.5
million December 4, 2014 acquisition of Solid Stetpipment LLC (“SSEC"), which has been renamedcdderecision Surface Processing
LLC (“PSP"), remains preliminary. The estimated falue of the assets acquired and liabilities m&zlimay be adjusted as further
information becomes available during the measurémenod of up to 12 months from the acquisitioted&€hanges in goodwill consist of:

Gross carrying Accumulated
amount impairment Net amount
(in thousands)
Goodwill - December 31, 201. $ 238,15¢ $ 123,19¢ $ 114,95¢
Purchase price allocation adjustment 13 — 13
Goodwill - March 31, 2015 $ 238,17. $ 123,19¢ $ 114,97:

Intangible asset

There were no new acquisitions or impairments dytire three months ended March 31, 2015. As thege&thase accounting remains
preliminary, intangible assets acquired may besdglias further information becomes available. ddmaponents of purchased intangible
assets consist of:

March 31, 2015 December 31, 201
Accumulated Accumulated
Gross Amortization Gross Amortization
Carrying and Net Carrying and Net
Amount Impairment Amount Amount Impairment Amount
(in thousands)
Technology $ 222,35¢ % 109,88: $ 112,47 $ 222,35 $ 106,34: $ 116,01¢
Customer relationshiy 47,88! 16,79: 31,09 47,88¢ 14,91¢ 32,96°
Trademarks and tradenarr 3,05( 1,40¢ 1,64¢ 3,05( 1,09¢ 1,95¢
Indefinite-lived trademart 2,90( — 2,90( 2,90( — 2,90(
Other 6,32( 3,08 3,23: 6,32( 84¢ 5,471
Total $ 28251 $ 131,16° $ 151,34¢ $ 28251 $ 123,20 $ 159,30¢

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

Veeco has an ownership interest of less than 20&mnion-marketable cost method investment. Veecs doeexert significant influence over
the investee, and therefore the investment isemhat cost. The carrying value of the investmeftli8.4 million at both March 31, 2015 and
December 31, 2014. The investment is subject r@gic impairment review; as there are no openketaraluations, the impairment
analysis requires significant judgment. The analystludes assessments of the investee’s finaoomalition, the business outlook for its
products and technology, its projected resultscasth flow, the likelihood of obtaining subsequentrids of financing, and the impact of any
relevant contractual equity preferences held bycdam others. Fair value of the investment is mbingated unless there are identified events
or changes in circumstances that could have afgigni adverse effect on the fair value of the stagent. No such events or circumstances
are present.
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Note 4 — Liabilities

Accrued expenses and other current liabilil

The components of accrued expenses and other tliatgtities consist of:

March 31, 2015 December 31, 201
(in thousands)
Payroll and related benefi $ 16,70¢ % 26,60¢
Sales, use, and other ta 2,15¢ 1,77¢
Warranty 5,50¢ 5,411
Restructuring liability 1,49: 1,42¢
Professional fee 2,881 2,752
Other 7,747 10,44¢
Total accrued liabilities $ 36,49 $ 48,41¢

Other liabilities consist of accruals for costscasated with installations, sales training, royedtiand travel.
Warranty reserves

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

(in thousands)

Warranty reserves- December 31, 201. $ 5,411
Warranties issue 1,47(C
Settlements mac (919
Changes in estimate (457

Warranty reserves- March 31, 2015 $ 5,50¢

14




Table of Contents

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

Restructuring accrual

During the three months ended March 31, 2015, @it accruals were recognized and payments médakedeo the 2014 closing of Veeso’
Ft. Collins, Colorado and Camarillo, California ifdes. Business activities formally conductediatse sites have been transferred to the
Plainview, New York facility. In addition, as pat the strategic plan to lower spending on its Aledhnology and to refocus research and
development efforts on other opportunities, Veawnooainced the closing of its HyeongokSouth Korea facility and notified 23 employeas
their termination from Veeco. As such, Veeco acdraied paid for restructuring activities during theee months ended March 31, 2015.
Minimal restructuring costs are expected to bewatfor these activities during the remainder df220

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

Restructuring accrual - December 31, 201. $ 1,42¢ % — $ 1,42¢
Provision 1,53- 82t 2,357
Payments (1,839 (45%) (2,297

Restructuring accrual - March 31, 2015 $ 1,121 $ 372 % 1,49:

Customer deposits and deferred revenue

Customer deposits totaled $66.7 million and $73l0am at March 31, 2015 and December 31, 2014peetvely. The remainder of the
balance relates to deferred revenue consistinggtbmer billings for which all revenue recogniticriteria have not yet been met.

Long-term debt

Debt consists of a mortgage note payable with gyicey value of $1.8 million at March 31, 2015 anddember 31, 2014. The annual interest
rate on the mortgage is 7.91%, and the final payrnsetue on January 1, 2020. The mortgage notelp@yasecured by certain land and
buildings. The property associated with the morggagcurrently held for sale. A discounted casiwfioodel was used to calculate a level 3
fair value estimate of $1.9 million and $2.0 mitliat March 31, 2015 and December 31, 2014, resdgti

Note 5 — Commitments and Contingencies

Minimum lease commitmer

At March 31, 2015, Veeco's total future minimumdegayments under non-cancelable operating leasesiot changed significantly from
the footnote disclosure in the 2014 Form 10-K.

Purchase commitmen

Veeco has purchase commitments under certain cbudlearrangements to make future payments for gaod services. These contractual
arrangements secure the rights to various assetseamices to be used in the future in the norroatse of business. Veeco has purchase
commitments of $127.0 million at March 31, 2013 stantially all of which become due within one year
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(unaudited)

Bank guarantees and lines of cre

Veeco has bank guarantees issued by a financtéaliien on its behalf as needed, a portion of whicollateralized against cash that is
restricted from use. At March 31, 2015, outstandiagk guarantees totaled $46.0 million, and unlised of credit of $23.8 million were
available to be drawn upon to cover performancelbaaquired by customers.

Legal proceeding

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

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

Note 6 — Equity
Accumulated Other Comprehensive IncolAOCI")

The following table presents the changes in tharzas of each component of AOCI, net of tax:

Cumulative Unrealized Gains on
Translation Minimum Pension Available-for-sale
Adjustment Liability Securities Total
(in thousands)
Balance at December 31, 201 $ 233 $ (881) $ 17 $ 1,46¢
Other comprehensive income, net of tax (15) — 32 17
Balance at March 31, 201! $ 2,31¢ $ (881) $ 49 $ 1,48¢

Veeco did not allocate tax expense to other congmgikie income for the three months ended Marcl2@15 as Veeco is in a full valuation
allowance position such that a deferred tax agtated to amounts recognized in other compreheiiisogeme is not regarded as realizable on
a more-likely-than-not basis.

There were minimal reclassifications from AOCI imtet income for the three months ended March 31520
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Note 7 — Share-based compensation

Restricted share awards are issued to employeearthaubject to specified restrictions and a oistorfeiture. The restrictions typically lapse
over one to five years. Restricted share awardpateipating securities which entitle holderdtiih dividends and voting rights. Other ty
of sharebased compensation include performance share aymdermance share units, and restricted shate (gullectively with restricte
share awards, “restricted shares”), as well aopgptio purchase common stock. Share-based comjmenegpense was recognized in the
following line items in the Consolidated Statemenft©perations for the periods indicated:

Three months ended March 31

2015 2014
(in thousands)

Cost of sale: $ 601 $ 56(

Selling, general, and administrati 2,79¢ 3,101

Research and development 59¢ 1,061
Total share-based compensation expen: $ 3,99¢ $ 4,72

Equity activity related to restricted shares cassid:
Weighted Average
Grant Date
Number of Shares Fair Value
(in thousands)

Restricted shares outstandin¢- December 31, 201 1237 $ 34.2i
Grantec 39 31.5¢
Vested 4) 32.8¢
Forfeited (53 35.9¢

Restricted shares outstandin¢- March 31, 2015 1,21¢  $ 34.11

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

Stock options outstanding- December 31, 201 2391 % 31.6¢
Granted 10 30.4¢
Exercisec (20 28.71
Expired or forfeited (62) 36.0:

Stock options outstanding- March 31, 2015 2,32¢ $ 31.5¢

Note 8 — Income Taxes

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

At the end of each interim reporting period, thieetive tax rate is aligned to expectations forftilkeyear. This estimate is used to determine
the income tax provision or benefit on a year-ttedssis and may change in subsequent interimgserio
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(unaudited)
Three months ended March 31
2015 2014
(in thousands)
Income (loss) before income tax $ (15,6649 $ 18,79:
Income tax expense (bene! $ 3.44¢ % (369

For the three months ended March 31, 2015, thexpeinse for income taxes included a $2.0 milli@vsion relating to Veeco’s domestic
operations and a $1.4 million provision relatingdeeign operations. Although there was a domestetax loss for the period, Veeco did not
provide a current tax benefit on such losses aarmunts are not realizable on a more-likely-thahbasis. In addition, Veeco provided
withholding taxes and a domestic provision relatmgertain deferred tax liabilities that could bet offset against its deferred tax assets.
Veeco's foreign operations are profitable. As siakes were provided at rates which approximatesthieitory rates of those foreign
jurisdictions.

For the three months ended March 31, 2014, thetaféetax rate differed from statutory tax ratesgrarily due to the recognition of a tax
benefit on only the portion of the U.S. domestieskes which were determined to be realizable adaietred tax assets on a more-likely-than-
not basis. The effective tax rate was also impaltause a tax provision was not provided on tihdéiregent consideration gain of $29.4
million. Veeco’s foreign operations were profitables such, taxes were provided at rates which aqmiete the statutory rates of those
foreign jurisdictions.

Note 9 — Segment Reporting and Geographic Informain

Veeco operates and measures its results in onatogesegment and therefore has one reportableesegthe design, development,
manufacture, and support of thin film process expapt primarily sold to make electronic devices.

Veeco categorizes its sales into the following foarkets:
Lighting, Display & Power Electronics (Energy Consation)

Lighting refers to Light Emitting Diode (“LED"); seiconductor illumination sources used in varioupl@ations including display as
backlights, general lighting, automotive runninghlis, and head lamps. Display refers to LED dispkyd Organic Light Emitting Diode
(“OLED?”) displays. Power Electronics refers to seariductor devices such as rectifiers, inverterd,amverters for the control and
conversion of electric power.

Advanced Packaging, MEMS & RF (Mobili

Advanced Packaging includes a portfolio of wafereleassembly technologies that enable the minigdtidn of electronic products, such as
smartphones, smartwatches, tablets and laptopsoMiectromechanical Systems (“MEMS”) includes tmgchanical devices such as
sensors, switches, mirrors, and actuators embeddsinmiconductor chips used in vehicles, smartphoiablets, and games. Radio Freque
(“RF") includes semiconductor devices that make afsadio waves (RF fields) for wireless broadaagtind/or communications.

Scientific & Industrial

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

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

Revenue by market:

Three months ended March 31

2015 2014
(in thousands)
Lighting, Display & Power Electronic $ 64,327 $ 63,89:
Advanced Packaging, MEMS & k 13,16¢ 79¢
Scientific & Industrial 13,63¢ 8,48¢
Data Storage 7,214 17,66¢
Total Sales $ 98,34. $ 90,84:

Significant operations outside the United Statetuitle sales and service offices in the Asia-Paaifid Europe regions. For geographic
reporting, revenues are attributed to the locatiomhich the customer facility is located as folkw

Three months ended March 31
2015 2014
(in thousands)

United State: $ 27,96¢ $ 7,471
China 44,28: 32,83¢
EMEA(1) 8,32¢ 10,34¢
Rest of World 17,76 40,18(

Total Sales $ 098,34: $ 90,84:

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

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

made.

Executive Summary

We design, manufacture, and market thin film preaguipment aligned to meet the demands of glababfatrends” such as energy
conservation and mobility. Our equipment is prirtyaspld to make components for electronic devieeduding LEDs, displays, power
electronics, wireless devices, smartphones, ardidisk drives. We develop highly differentiated gauent for critical performance steps in
thin film processing. Our products feature leadimghnology, low cost-of-ownership, and high thromgih Core competencies in advanced
thin film technologies, patent protection, and dkssaof specialized process know-how help us stiyeaforefront of these rapidly advancing
markets.

Our overall performance in the first quarter of 2@et expectations as we continue to execute panéiial turnaround and drive growth. In
particular:

»  First quarter revenue was $98 million;
»  Bookings were $102 million; and
e Cash was stable at $393 million.

After a multiyear downturn in the market for equigmmb that is used to manufacture LEDs, lighting didopis accelerating and LED
fabrication utilization rates at most of our keystamers are at levels that will require additioregbacity purchases. Our customers are also
reporting better market demand for products witlbltacklighting. While quarterly booking patternsdiuate, and in fact declined in the f
quarter of 2015 as compared to the fourth quaft@0d4, we are seeing a general upward trend ikibhgs. Our new EPIK 700 system is
performing well against our expectations, and veeive=d production orders from all customers whtettshe beta version of the system as
well as additional orders from other customers uitiple countries. Our metal organic chemical vageposition (“MOCVD") architecture
has been developed to support the most significaistry trends, including developing mid-power LEMDtilizing larger wafer sizes, and
optimizing cost-of-ownership. We anticipate an ioy@ment in overall bookings for the second quart&015 as compared to the first
quarter of 2015, driven primarily by growth in Ligfg, Display & Power Electronics.

Veeco Precision Surface Processing, or PSP, isnpeirig well since we acquired the business in Ddmar2014. PSP provides single wafer
wet etch, clean, and surface preparation equiptaegeting high growth segments in advanced packadifr devices, MEMS, and compot
semiconductors. Our sales team is opening up n@aramities for PSP products in Asia, mobility @pations are driving sales in Europe
the U.S., and the business is seeing positive mtumeim 3D TSV (thru silicon via) applications.

We continue to experience challenging businessitiond in the Data Storage market, where hard diske industry customers are not
making significant investments in new capacity.ufetdemand for our Data Storage products remaicieainand orders are expected to
fluctuate from quarter to quarter.
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Results of Operations
For the three months ended March 31, 2015 and 2014

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

Three months ended March 31 Change
2015 2014 Period to Period
(dollars in thousands)
Net sales $  98,34: 10(%$  90,84: 10C% $ 7,50( 8%
Cost of sales 63,20¢ 64% 57,06« 63% 6,141 11%
Gross profit 35,13¢ 36% 33,77 37% 1,35¢ 1%
Operating expenses, n
Selling, general, and administrati 22,88 23% 21,66 24% 1,21t 6%
Research and developme 18,58t 19% 19,76¢ 22% (1,189 -6%
Amortization 7,96: 8% 2,90z 3% 5,05¢ >100(%
Restructuring 2,351 2% 392 0% 1,96t NM
Asset impairmen 12¢€ 0% — 0% 12¢€ 10C%
Changes in contingent considerat — 0% (29,36%) -32% 29,36¢ NM
Other, net (9517) -1% (212) 0% (739) NM
Total operating expenses, net 50,96 52% 15,15( 17% 35,81. NM
Operating income (loss) (15,825 -16% 18,621 21% (34,457 NM
Interest income, net 161 0% 164 0% 3 -2%
Income (loss) before income taxes (15,669) -16% 18,79: 21% (34,45 NM
Income tax expense (benefit) 3,44¢ 4% (369) 0% 3,81¢ NM
Net income (loss $ (19,110 19%$  19,16( 21 $ (38,270 NM
NM - Not meaningful
Sales
The following is an analysis of sales by market:
Three months ended March 31 Change
2015 2014 Period to Period
(dollars in thousands)
Lighting, Display & Power Electronic $ 64,32 66%% 63,89 70%$ 43€ 1%
Advanced Packaging, MEMS & F 13,16¢ 13% 79¢ 1% 12,361 >100%
Scientific & Industrial 13,63t 14% 8,48¢ 9% 5,14¢ 61%
Data Storage 7,214 7% 17,66¢ 20% __ (10,459 -59%
Total Sales $ 98,34 100%$ _ 90,84: 10%$  7,50( 8%
The following is an analysis of sales by region:
Three months ended March 31 Change
2015 2014 Period to Period
(dollars in thousands)
United State: $ 27,96¢ 28%$ 7,471 8%$ 20,49: >100(%
China 44,28 45% 32,83¢ 36% 11,44« 35%
EMEA 8,32t 9% 10,34¢ 12% (2,02)) -20%
Rest of World 17,76¢ 18% 40,18( 44% (22,419 -56%
Total Sales $ 98,34: 10C%$  90,84! 100%$  7.50( 8%
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Total sales increased $7.5 million from the prieaycomparable period primarily due to an incréasales in the Advanced Packaging,
MEMS & RF market of $12.4 million, with additionshles increases in the Lighting, Display & Powexchbnics market of $0.4 million and
the Scientific & Industrial market of $5.2 milliofithe sales increases are primarily attributed éoRBP business recently acquired in
December 2014 as well as increased sales intoEhmdrket. Pricing was not a significant driverlodé thange in total sales. Partially
offsetting sales growth was a $10.5 million reduretin sales into the Data Storage market. Thisinkeelas a result of relatively weak Data
Storage bookings in the third quarter of 2014;tiime between booking and revenue recognition fassia the Data Storage market is
typically at least six months. Increased Data $f@igookings since the third quarter of 2014 are=etqul to increase sales in the upcoming
quarters of 2015. Shipments of our EPIK 700 systeesthe Lighting, Display & Power Electronics rkat resulted in an increase of $25.3
million in deferred revenue at March 31, 2015, vahie largely expected to be recognized as reventiagl2015.

United States sales increased $20.5 million aathssarkets primarily due to our acquisition of Pi@®ecember 2014. China sales increased
$11.4 million specifically driven by our MOCVD pradt portfolio, offset by $24.4 million in declingsimarily driven by a reduction in
MOCVD sales in the Rest of World. We expect thar¢will continue to be variations in the geograptistribution of sales in the future.

Bookings remained relatively flat at $101.8 milliand $102.6 million for the three months ended M&t, 2015 and 2014, respectively. (
of the performance measures we use as a leadifmgiodof the business is the book-to-bill ratibieTratio is defined as orders recorded in a
given period divided by revenue recognized in @mae period. A ratio greater than one indicates ieeadding orders faster than we are
recognizing revenue. In Q1 of 2015, the ratio wiagh8y higher than 1.0. Our backlog at March 3012 of $288.9 million reflects a slight
increase as compared to last quarter’s Decembe&034, balance of $286.7 million.

Gross Profit

Gross margin decreased from the prior year dukadniventory fair value step-up associated withsdles of systems acquired as part of the
PSP acquisition. As part of purchase accountirgbtiok value of acquired inventory is adjustedaioalue and is recognized as cost of ¢
when the inventory is sold, temporarily suppresgjrass margin until all acquired inventory is sdltie decrease was partially offset by the
recognition in the first three months of 2015 aftam forfeited customer deposits of $3.0 million.

Selling, general, and administrative costs

Selling, general, and administrative expenses as@é primarily due to the December 2014 acquis@fdSP, which contributed about $3.5
million of the increase, as well as an increadeoinus expenses. Partially offsetting this incre@ag a reduction in professional fees and
personnel related expenses of $3.2 million.

Research and development cc

Research and development expenses decreased rdaei¢tions in our personnel related expenses patlg related to the ALD restructuril
efforts, which was partially offset by an incre@sspending due to the December 2014 acquisitid?S®. We continue to focus our research
and development expenses on projects in areas tiegate to be high-growth. We selectively fundbdge product development activities
which resulted in lower professional consulting &xge, as well as reduced spending for project ral@nd personnel-related costs.
Amortization cost

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

The increase in restructuring expense is primaiulg to our plan announced in the fourth quart&0df4 to lower our spending on our ALD
flexible OLED technology and to refocus researctt davelopment efforts on other opportunities. Wiecamced the closing of our
Hyeongok-ri, South Korea facility and notified 2@gloyees of their termination from Veeco resultingdditional restructuring costs.

Changes in contingent consideration

Included in our agreement to acquire ALD in therfbwquarter of 2013 were performance milestonesdbald trigger contingent payments
the original selling shareholders. During the thremnths ended March 31, 2014, we determined tleatetimaining performance milestones
would not be met, reversed the fair value of thbility, and recorded a non-cash gain of $29.4iomill

Income tax expen:

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

Our tax provision for the three months ended M&th2015 was $3.4 million compared to a benef@# million during the three months
ended March 31, 2014. The 2015 income tax expemnseded a $2.0 million provision relating to oumakestic operations and a $1.4 million
provision relating to foreign operations. Althoutiere was a domestic pre-tax loss for the peri@ddig not provide a current tax benefit on
such losses as the amounts are not realizablevarexlikely-than-not basis. In addition, we prowddsithholding taxes and a domestic
provision relating to certain deferred tax lialidg that could not be offset against our deferagdassets. This differs from 2014 when we v
able to recognize part of our domestic pre-taxdesm a more-likely-than-not basis. Our foreignrapens are profitable. As such, taxes were
provided at rates which approximate the statutatgs of those foreign jurisdictions.

Liquidity and Capital Resources

We believe that our projected cash flow from operes, combined with our cash and short term invests) will be sufficient to meet our
projected working capital, contractual obligatiand other cash flow needs for the next twelve nmnth

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

March 31, 2015 December 31, 201
(in thousands)

Cash and cash equivalel $ 303,120 $ 270,81:
Shor-term investment 88,997 120,57:
Restricted cash 49¢ 53¢

Total $ 392,61 $ 391,92:

At March 31, 2015 and December 31, 2014, cash asi equivalents of $216.5 million and $220.5 miljicespectively, were held outside
the United States. It is our current intention éorpanently reinvest the cash and cash equivaldandes held in Singapore, China, Taiwan,
South Korea, and Malaysia, and our current forescdstnot require repatriation of the funds bacthtoUnited States. At March 31, 2015, we
had $130.2 million in cash held outside the Uniates on which we would have to pay significarg.Uncome taxes to repatriate.
Additionally, local government regulations may riestour ability to move cash balances to meet caestds under certain circumstances. We
currently do not expect such regulations and @8iris to impact our ability to make acquisitiopay vendors, or conduct operations
throughout our global organization.
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Cash Flows from Operating Activities

Three months ended March 31
2015 2014
(in thousands)

Cash Flows from Operating Activities

Net income (loss $ (19,110 $ 19,16(

Reconciling adjustment
Depreciation and amortizatic 10,72« 5,771
Deferred income taxe 607 (79¢)
Shar+-based compensation expel 3,99¢ 4,722
Change in contingent considerati — (29,369
Other items 114 (920
Changes in operating assets and liabilities 7,95¢ (16,969

Net cash provided by (used in) operating activitie $ 4,28t $ (18,409

Cash provided by changes in operating assets abititles for the three months ended March 31, 281 &imarily driven by a $14.0 million
increase in customer deposits and deferred rev&ide? million increase in accounts payable andusetliabilities, partially offset by a $9.0
million increase in prepaid expenses and othereotssets, $7.2 million increase in inventory deférred cost of sales, and a $4.2 million
increase in accounts receivable.

Cash used in operations for the three months eltdedh 31, 2014 is primarily driven by a $26.9 ioifl increase in accounts receivable
attributed to the timing of invoicing to customersd a $7.4 million decrease in accounts payahfibatitd to reduced purchasing activity,
offset by an $8.2 million decrease in inventoryastributed to reduced purchasing activity amd$i1.6 million increase in accrued expel
associated with payroll-related accruals and custaiteposits.

Cash Flows from Investing Activities

Three months ended March 31
2015 2014
(in thousands)

Cash Flows from Investing Activities

Capital expenditure $ (4,78)) $ (2,139
Proceeds from the liquidation of st-term investments, net of purcha: 31,55¢ 14,04:
Proceeds from sales of lab to 1,41 2,34(
Other (69) (124)

Net cash provided by investing activitie: $ 28,12 $ 14,11¢

Cash provided by investing activities in 2015 isilatited primarily to net liquidations of shortseiinvestments, repositioning the net
proceeds to cash and cash equivalents. Cash pdowide partially offset by increased capital expends.

Cash Flows from Financing Activities

Three months ended March 31
2015 2014
(in thousands)

Cash Flows from Financing Activities

Proceeds from stock option exerci: $ 45§ 8,31¢
Payments of tax withholding- restricted share (52 a70)
Repayments of long-term debt (76) (7C)

Net cash provided by (used in) financing activitie $ (83) $ 8,07¢

Cash flows used in financing activities during theee months ended March 31, 2015 were negligible.
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Off-Balance Sheet Arrangements and Contractual Obgjations
Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieataive, or are reasonably likely to have, a atiwe future material effect on our
financial condition, changes in financial conditioevenue or expenses, results of operationsdiiyyicapital expenditures or capital
resources other than operating leases, bank geasargnd purchase commitments disclosed in thegirerfootnotes.

Contractual Obligations and Commitments

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

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

Our exposure to market rate changes in interess @imarily relates to our investment portfolioe\8entrally manage our investment
portfolio considering investment opportunities aists, tax consequences, and overall financindgegtas. Our investment portfolio includes
fixed-income securities with a fair value of alm&80 million at March 31, 2015. These securitiesarbject to interest rate risk; a 100 basis
point increase in interest rates would result deerease in the fair value of the March 31, 20¥&stment portfolio of $0.5 million. While an
increase in interest rates may reduce the fairevafuihe investment portfolio, we will not realittee losses in the Consolidated Statements of
Operations unless the individual fixed-income sii@grare sold prior to maturity or the loss isetatined to be other-than-temporary.

Currency Exchange Risk

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

We may manage our risks and exposures to curreqahaage rates through the use of derivative fir@nestruments (e.g., forward
contracts). We only use derivative financial instants in the context of hedging and do not use tleerspeculative purposes. During the
three months ended March 31, 2015, we did not awrdarivatives. During the three months ended M&ich2014, we did not designate our
foreign exchange derivatives as hedges. Accordjrtigl/currency exchange derivatives are recordedrrConsolidated Balance Sheets at
value and changes in fair value from these cordra recorded in “Other, net” in our Consolidgsgtements of Operations.

Our net sales to customers located outside of tiieet) States represented approximately 72% and®&1®ar total net sales for the three
months ended March 31, 2015 and 2014, respectidyexpect that net sales to customers outsid&ited States will continue to
represent a large percentage of our total saless&es denominated in currencies other than tBe dbllar represented approximately 6%
and 23% of total net sales in the three monthsaibech 31, 2015 and 2014, respectively.

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

Managemer's Report on Internal Control Over Financial Repag

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

March 31, 2015. The disclosure controls and procesiare designed to ensure that the informationimed|to be disclosed in this report filed
under the Securities Exchange Act of 1934 is resthrgrocessed, summarized, and reported withitinfeperiods specified in the Securities
and Exchange Commission’s rules and forms anddsraalated and communicated to our principal exgewnd financial officers as
appropriate to allow timely decisions regardinguiegd disclosure.

Changes in Internal Control Over Financial Repogtin

During the three months ended March 31, 2015, tivere no changes in internal control that have risdie affected or are reasonably likely
to materially affect internal control over finanlcigporting.
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PART Il—OTHER INFORMATION
Item 1. Legal Proceedings
Information regarding legal proceedings appeathénCommitments and Contingencies Note to the duladed Financial Statements in this
quarterly report on Form 10-Q and in Part | — It&mf our 2014 Form 10-K . There have been no naltehianges from the legal
proceedings previously disclosed in our 2014 FoPakK1
Item 1A. Risk Factors

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

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

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

Incorporated by Reference to the

Number Description Following Document:
31.1 Certification of Chief Executive Officer pursuantRule 13a—14(a) or Rule 15d—14 *
(a) of the Securities and Exchange Act of 1¢
31.2 Certification of Chief Financial Officer pursuant Rule 13a—14(a) or Rule 15d—14 *
(a) of the Securities and Exchange Act of 1¢
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as *
adopted pursuant to Section 906 of the Sarl- Oxley Act of 2002
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted *
pursuant to Section 906 of the Sarbi- Oxley Act of 2002
101.INS XBRL Instance *x
101.SCH XBRL Scheme e
101.PRE XBRL Presentatiot *x
101.CAL XBRL Calculation *
101.DEF XBRL Definition *
101.LAB XBRL Label *
* Filed herewith
*x Filed herewith electronically
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdéport to be signed on its behalf by the
undersigned, thereunto duly authorized, on May0a52

Veeco Instruments In

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

By: /sl SHUBHAM MAHESHWARI
Shubham Maheshwe
Executive Vice President and Chief Financial Offi
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Exhibit 31.1

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

I, John R. Peeler, certify that:

1.

2.

(e)

I have reviewed this quarterly report on Form 1@6€the period ended March 31, 2015 of Veeco Imstnts Inc.;

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

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

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

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

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

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

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

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

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

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

/s/ JOHN R. PEELE}
By: John R. Peele
Chairman and Chief Executive Offic
Veeco Instruments In
May 6, 201&




Exhibit 31.2

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

I, Shubham Maheshwari, certify that:

1)

2)

3)

4)

5)

| have reviewed this quarterly report on Form 1@€xhe period ended March 31, 2015 of Veeco Imsents Inc.;

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

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

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

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

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

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

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

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

(&) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

/s/ SHUBHAM MAHESHWARI
By: Shubham Maheshwe
Executive Vice President and Chief Financial Offi
Veeco Instruments In
May 6, 201&




Exhibit 32.1

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

In connection with the quarterly report of Veecstinments Inc. (the “Company”) on Form 10-Q for pegiod ended March 31, 2015 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, John R. Peeler, €hieecutive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, aptatbpursuant to Section 906 of the Sarbanes-Oxtewf 2002, that:

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

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

/s/ JOHN R. PEELE}
By: John R. Peele
Chairman and Chief Executive Offic
Veeco Instruments In
May 6, 201&

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




Exhibit 32.2

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

In connection with the quarterly report of Veecstinments Inc. (the “Company”) on Form 10-Q for pegiod ended March 31, 2015 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Shubham Maheshwexgcutive Vice President and Chief
Financial Officer of the Company, certify, pursuémtl8 U.S.C. Section 1350, as adopted pursuadédstion 906 of the Sarbanes-Oxley Act

of 2002, that:
(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; and

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

/s/ SHUBHAM MAHESHWARI
By: Shubham Maheshwe
Executive Vice President and Chief Financial Offi
Veeco Instruments In
May 6, 201¢

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




