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VEECO

MODERATOR: DEBRA WASSER
JULY 12, 2002
9:00 AM CT

Operator: Good day, everyone, and welcome to tescd and FEI merger
conference call. Today's conference is being resmbrd

For opening remarks and introductions, | would li&eurn the call over to Ms. Debra Wasser. Plgmsahead, Ms. Wasser.

Debra Wasser: Thank you, operator. And good morremgryone. This is Debra Wasser, Vice Presideirivadstor Relations for Veeco
Instruments.

On behalf of the management teams of Veeco Insmtsvand FEI Company, I'm excited to welcome youaathis morning's conference call
to announce the signing of our definitive mergaeagient to form a new company, Veeco FEI, Inc.

Joining me here in Woodbury New York are Vahe Saikn, Chairman, CEO, and President of FEI Compahyg,will become Veeco FEI's
Chairman of the Board and Chief Strategy Officet,Bfaun, Chairman, CEO...FEI's CEO and PresidentJack Rein, Veeco's CFO, who
will continue in this role for Veeco FE
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| have few items to cover which may take a few motse so bear with me - before we start the pregiem. Copies of this morning's press
release and the slide presentation related tatmference call are available on both www.veeco.aathwww.feico.com.

This call is being recorded by Veeco Instruments iarcopyrighted material. It cannot be recordedebroadcast without Veeco's expressed
permission. You participation implies consent to @ping.

This call is also being Webcast live at both conigsinVeb sites and will be available for replay anchived for future reference. The
companies do not plan to update the informatiothemWebcast once it has been archived.

In regard to SEC filings, we draw your attentiorthie fact that in connection with the proposed raekeeco and FEI will be jointly filing a
proxy statement registration statement on Formddaining prospectus related to the shares tosueisto FEI stockholders with the SEC as
soon as practicable.

Investors and security holders are urged to reiadittcument when it becomes available, becaus#l itentain important information about
the proposed merger.

Investors and security holders may obtain copighiefdocument when it has been filed with the SE0vell as other SEC filings of Veeco
and FEI free of charge from the SEC's Web sitevatwgec.gov as well as from the applicable companglitecting a request to investor
relations for Veeco at 5-677-0200, Extension 1403, and to investor relationg6k at 50.-64C-7500, Extension 752’
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Veeco and FEI as well as their officers and dinectoay be deemed to be participants in the sdiigitaf proxies from the Veeco and FEI
stockholders with respect to the Veeco FEI trangact

Information regarding such individuals is includad/eeco's and FEI's proxy statements dated Ap20®2 and April 17, 2002, respectively,
available free of charge from the SEC and the apple company as indicated above.

Veeco and FEI will each be filing with the SEC viiitla few days current reports on Form 8K contairthrgyfull text of their merger
agreement. These filings will be available freelvdirge from the SEC and the applicable companieteasified above.

I will now read the Safe Harbor statement. Statémprade on this conference call that are not héstbfacts and that relate to future plans or
events are forward-looking statements within thenigg of the Private Securities Litigation Reforrot Af 1995.

These forward-looking statements include statemandsit prospects for future growth, the succeskeproposed merger, product revenues,
market acceptance of technology, and improved enanoonditions. These statements are subjectks @ad uncertainties.

Factors that could materially affect the companytook include, but are not limited to, the comyarability to successfully consummate the
merger and to achieve the anticipated benefite@fiterger, downturns in the semiconductor manufimgfumarket, lower than expected
customer orders, cancellation of customer ordacseased competition and new product offerings fcompetitors, failure of the competitc

to introduce products as planned, failure of th@pany's products and technology to find acceptanttecustomers, as well as business
conditions and growth in the electronics industng general economy, both domestic and fore
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Additional factors that could materially decreaseenues, prospects, and market acceptance intarabyiinclude fluctuations in interest and
exchange rates, including changes in relevantdareurrency exchange rates between time of saléimedf payment and changes in trade
policies and tariff regulations.

Moreover, there is no certainty that economic ctowls will improve in the near future. We cautioouythat actual results may differ
materially from those forward-looking statementg doia number of risk and uncertainties.

We refer you to Veeco's and FEI's 10Q and 10Kd8imade with the SEC for additional informationrisk factors which could cause actual
results to differ materially from current expeabats.

| have one brief last item to cover. In this mogénpress release, both Veeco and FEI stated eagbany expects to meet its prior guidance
which was provided for the quarter - the secondtguaf 2002, excuse me. We do not intend to pmwady further information on our
quarterly financial results until we each indivilyaeport the second quarter on July 29.

Thank you for your patience during this lengthyaxiuction. | would now like to, happily, turn thallcover to Vahe.

Vahe Sarkissian: Thank you, Debra. We are excitedittour $1 billion merger with Veeco Instrumeriid.and | have known each other for
more than ten years. Both of us are committedeatiorg a new company, Veeco FEI, that combinestiieagths of both of our organizations
and propels us into the top tier ranks as the hgpslupplier of 3D metrolog;
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With combined revenues 2001 of $825 million, 3D molelgy is the fastest growing market segment inntieérology space, which in turn is
the fastest growing part of the semiconductor aatd dtorage equipment markets.

This merger doubles our size and strengthens speotive leadership positions in surface and stdseithree dimensional metrology, which
are key enablers for deep sub-micron device dewsdop and manufacturing.

Veeco and FEI have rich technology portfolios amtdllectual property. We serve similar markets hade little to no overlapping products.
Both companies leverage their key 3D technologiesss multiple markets. This merger extends ouketaeach, improves our R&D
efficiency. It accelerates our (fab) penetratiod areates new growth opportunities for Veeco FEI.

In addition to the near term SG&A synergies, thexger will allow us to bring critical mass to ouerged sales and support channels with the
strength of more than 700 professionals, yieldiigiér efficiencies and accelerating growth as weerincreasingly into (fab) operations
with 24x7 coverage.

In summary, Veeco FEI will have a combined manageream with a proven track record for growth angfipability. The attributes of this
merger, which I've discussed...will clearly help oambined management team achieve higher levejsowith, profitability, and
capitalization than possible separately. Withowgstion, this merger makes one plus one equal &atgr than two.

I will now turn the meeting over to Ed to discuse formation and compelling strategic value of \(eEE]I.
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Ed Braun: Thank you Vahe. Good morning. I'm vesagkd to welcome Vahe and to have - and to joinifhicreating a strategically
compelling merger in which we are creating a newldvieader in 3D metrology and process equipmenrdryouncing the signing of a
definitive merger agreement to create a new compéegco FEI, Inc.

The merger of Veeco and FEI is a combination obéng technologies that many of you have suggeistéide past. It is a significant step, as
it redefines Veeco FEI's combined strength of petslof technologies, and of market opportunitiesg forward. It impacts all of the
markets we serve.

Today | will highlight three significant benefitis.increases the critical mass, the footprint oe®e@. It redefines our unique 3D metrology
position and creates the third-largest metrologygany in the United States.

In what is, as Vahe has commented, the fastestiggomvost profitable segment of semiconductor eqeipinit doubles our size and more
than doubles our profitability.

And thirdly, it sets the stage for increased lewélprofitability as we continue to grow the compaAnd it does this with entirely
complementary products and virtually no overlape fierger is a very significant growth opportunity éur shareholders, our customers,
our employees.

Permit me to describe the deal structure. Thissaetion is valued at nearly $1 billion, accountedusing purchase accounting in a stock-for-
stock ta-free transaction with an exchange ratio of 1.35B0¢eshares for each FEI share and with 73 millidal shares po-transaction
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It will be accretive to Veeco's 2003 pro forma streonsensus estimates. The closing is expectéupdine fourth quarter of 2002, pending
both shareholder approval and government regulatigw.

Veeco FEI will have a board of directors havingti@mbers, 7 of whom are current members of Veeoalsdh 5 of whom are current
members of FEI's board, and 1 member designaté&thltiyps Business Electronics International, a igant FEI shareholder.

Post-transaction ownership of the company will 684-EI shareholders, 40% Veeco shareholders, adPtslips Business Electronics
International. With Vahe as a Chairman and Chiedt8gy Officer, | will continue as CEO and Presidémd Jack Rein will continue as CF

Corporate headquarters will remain in Woodbury Néwk with Veeco as the surviving business entitge hew company will be named
Veeco FEI, Inc. and continue to trade on the NASDA& ket under the ticker symbol VECO.

Let me next highlight the value of critical mags.cleating this very exciting new company, Veecd, K¢ will have distinct leadership in 3D
metrology and process equipment, having largeicatimass with a clear technology leadership pasitn complementary core products and
virtually no overlap.

We will have combined 2001 revenue of $825 millileeco FEI will the third-largest US provider ofiseonductor metrology equipment
with a very unique 3D product focus.

We will be the sixth-largest US company servinggbmiconductor equipment industry. We will have baohbined 2001 EBITDA of $127
million with a strong balance sheet, including $
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million in cash. Again, this transaction will benmediately accretive to the current Veeco 2003 prom#f street estimate.

Both companies have strong historic revenue anfit growth track records. Both in fact were profite. Both had both increased sales and
profits in a very difficult 2001 market, all of ghivith stronger worldwide presence, a larger comtbicustomer base, and a very experienced
combined management team.

We will clearly be breaking away to a larger skage will have created a new larger-cap semiconduegoipment company, which will allow
wider investor interest, enhance shareholder valne,improve liquidity for our shareholders.

Veeco FEI will be sixth in our peer group, behindpfied Materials, KLA, Paradigm, (Lam), and (No&ll But we will be Number 1 in 3D
metrology, as defined as a combination of atomicdanicroscopy, focused ion beam, transmissiortreleenicroscopy, (sem), and gas
chemistries.

Point Number 2, the increased metrology contentidesl by the combination of this company driveshieigmargins and higher growth rates.
The combined Veeco FEI will have a higher metrolpgyduct mix, where we will be approximately 2/3trotogy and 1/3 process
equipment, compared to Veeco standing alone, whstgear in a $450 million revenue base we ha@$iiflion in metrology and $277
million of process equipment.

That is 38% metrology and 62% process equipmerd. Pl standing alone last year had $376 milliohgredtrology. So when one makes t
combination, we change the mix to 2/3 metrology &f8dprocess equipment. So as our mix changes ¥eeco's 1/3 metrology to Veeco
FEI's 2/3 metrology mix, our gross margin...imprebwy 2 or 3 percentage poin
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I think as you all know, the metrology - the grosargin content of metrology is typically higher tharocess equipment. Last year, for
example, within Veeco's combined 45% margin, ourgiman metrology was 52%, our margin on processmgent was 41%. FEI's margin
in process equipment was 49%. So in the combinationtotal margin increases from 45% to 47%.

Metrology spending increases with technology ti@orss. Metrology is increasingly important as feataizes shrink and as new materials
such as copper and low (kaydye) electronics arednted.

Additional process layers and new materials caesedefect failure modes, including both surface sugsurface embedded defects, driving
the demand for Veeco FEI tools.

Veeco's industry-leading atomic force microscopesge used only in labs, are now widely used in petidn, a transition path that FEI's dual
beam ((inaudible)) systems are clearly following.

Veeco FEI's combined semiconductor metrology regdnu2001 was approximately $240 million, a sizadount of metrology sales to
semiconductor.

((inaudible)) reports that metrology sales conteilitincrease from 15% of 1997 semi-equipment s&es9% of the forecasted year 2004
semi-equipment sales.

So therefore, the metrology market size will goilt kave gone from $19.2 billion in 1997 to a foasted doubling of nearly $42 billion
forecasted for the year 2004, making it the fagiesivth area in semiconductor equipment. And thishe key to the growth of Veeco FE
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Again, Veeco FEI offers distinct 3D metrology prathi As you look at our ranking among metrology pamies, we will be the third-largest
in total revenue in metrology-based - behind KLAager and Applied Materials.

But our core metrology products, focused ion beatiomic force microscopy, dual beam transition etectnicroscopy, are not offered by
either KLA or Applied Materials.

And our revenue exceeds the combined revenue oftts, 5, and 6 in the metrology listings -- (Thewave), (Rudolph), and (ADE). So
as you can see, we will be a leader in high-grdvigh-margin 3D metrology.

Addressing our markets, we will provide complementnd - complementary technology serving eachuofcore markets which we have in
common. Our combined products strengthen our Ish@eposition in semiconductors, in data storagégliecom, and in the scientific
research sector.

Both companies have found that market and produetslfication have helped to offset industry cgality. Veeco's and FEI's technologies
are indeed complementary, combining Veeco's broadéam and FEI's narrow focused ion beam pro@gssbdities and combining surface
and subsurface 3D metrology vital for defects indulilayers with virtually no product overlap.

Our corporate cultures are similar. We are bothnetogy-focused, profit-driven with a breadth obgucts serving research and production
applications, backed by quite strong customer suppo

We bring a significant impact to our shared corek®ats, which are semiconductors, data storagentsfiteresearch, and telecom. Let me
spend a moment on each of thc
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In semiconductors Veeco provides leadership suaafling atomic force microscopy. FEI offers ahbd line of 3D metrology tools, rangi
from failure analysis to in-line (fab) product pess control. Together, we provide a very broadwandue surface and subsurface 3D
metrology suite of products.

In data storage FEI's focused ion beam and electbmam metrology tools quite nicely complement &&e full line of ion beam process
equipment and deposition tools.

In scientific research, the combined companiesigestate-of-the-art high gross margin metrology¢dased on ion, electron beam, and
atomic force microscopy, products seen as industnydards, measuring and imaging equipment thdiualding blocks for next-generation
emerging markets.

Scientific research as a market now includes tiferces, (nanotechnology), industrial and universisearch, a growth area over the last few
years and one that's very important to the fut

In telecom wireless, Veeco has expanded its prdihecto include ion beam etch and deposition emaipt, now molecular beam (epitaxy)
wireless device deposition. And this is an emergipgortunity for both FEI and Veeco's metrologydurcts as wireless and telecom business
expands.

To further elaborate on some of the market posititet me first speak to data storage, where adeiasity continues to grow 100% each year,
driving the need for new technology every five yeas the head technology hits a wall in aerial ither



VEECO
Moderator: Debra Wasser
07-12-02/9:00 am CT
Confirmation # 491789

Page 12

And unlike semiconductors, the technology road feag(inaudible)) thin film head manufacturers ism closely held, giving the marketing
advantage to incumbents. And Veeco has the indsigamgest process equipment installed base of28@0 tools.

Metrology is increasingly important in achievingyhiyields for new advanced thin film heads. And FHfact is the leading supplier of
focused ion beam systems to data storage withs¥eystems in the field.

Veeco FEI will offer a broad line of process andnwlegy tools with no product overlap and with cangd 2001 revenue of $200 million.
The data storage market is often contra-cyclicéth wémiconductor, providing again some importaneuiification and cushioning.

In the scientific research market, where we thotkdrrow's advanced technologies emerge from labioest Veeco FEI's ion and electron
beam line, atomic force, and atomic force microggmvide a broad line of metrology products toradd advanced and emerging marke
the combination of life sciences, (nanotechnolo@gustrial and university research.

This market is far less volatile than semiconduadata storage, or telecom. So while the growth isat.the volatility is also less. And we
often provide state-of-the-art FEI and Veeco redearoducts that have high gross margins.

The combined Veeco FEI 2001 sales in this importantor were $272 million. And the high-growth (atath) market is expected to exceed
$1 trillion as a total market by 2010.

So our combined products allow broader penetratfail of our core growth markets. Our market segtaevill be - by this merger will be
more balanced between semiconductor, data stasegatific research, and teleco
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As you can see on the Web page chart, scientdieareh would be 33% of our combined sales in 26&hjconductor 28%, data storage 2
telecom/wireless 16%, a clearly greater balance #elve had in the past. So as you can see, Vdek®dombined complementary
technologies serve these core growth markets vaitbmerlap, allowing greater market penetration.

To highlight our important sales and service calighl would comment that together we provide st worldwide sales and service
channel. Half of our sales would be outside of Néxierica.

With a greater international presence and proaggsast in the important growth markets of Asia/flacapan, and Europe, with improved
strategic positioning in key accounts, with incezhaarket share based on a broader and more ceingptioduct offering, with improved
7x24 service, and sales, and technical supportrpfindm 32 worldwide offices, and with 775 sales aarvice professionals, clearly, we v
be able to leverage sales and service expenses ¢aayer revenue base.

If you look at our top ten combined customers aseaged Veeco FEI, five are semiconductor and freedata storage. And importantly, in
the top ten, Intel, (AMD), and Samsung, not in \@@gc¢op ten previously, are added to the combimadpanies’ top ten by FEI's progress.

Semiconductor, data storage, and telecom custahesise deeper strategic relationships with fewppbBers having greater critical mass, tl
allowing deeper technology partnerships with kestomers where suppliers become an extension afumiomers' R&D programs. And
customers benefit by getting shorter time to mar&etp for their new products. Veeco FEI will becomere important to its key custome
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Concerning our profit improvement going forward, /e formed an integration plan in two phaseshérirst six months, we will integrate
a combined worldwide field sales and service orzgtion. We will achieve $8 to $10 million of annsghergistic cost savings.

In addition, we will maximize our combined compani$100 million R&D program to make sure it's aégrto high-growth market
opportunities. And we will gain by consolidating tedal purchase activity, thereby having bettendigp management. And that will produce
a number of savings.

In Phase 2, we will define common Veeco FEI custonaedware and software platforms. We will extend product offerings. And we will
add core technologies for growth opportunities.

At this point, | would like to have Jack Rein, &iFO, review financial aspects of the merger, fokbdvby some short summary remarks. And
then we would be glad to take your questions. Jack?

Jack Rein: Thank you, Ed. I'd just like to commemta couple of the key points of this from a finahperspective. Number 1, the improved
income statement through higher-margin metrologytexat is pretty key. Two thousand one's historimbmed sales were $825 million.

Gross profit on a combined basis was 46.7%, condpard5.1% for Veeco as a standalone. Operatinfit fpefore amortization would be
$127 million on a 2001 combined basis with 15.4%alés.

Head count for the combined companies is approxéin@900 people. We do have a very key service corept, approximately 22% of the
combined sales of the two compani



VEECO
Moderator: Debra Wasser
07-12-02/9:00 am CT
Confirmation # 491789

Page 15

We have a quite strong balance sheet with cashaatiM31 of $476 million on a combined basis, logngnt debt, principally convertible notes,
of $410 million, shareholders' equity in exces$bf3 billion.

And we also expect, as Ed noted, synergy cost gaimaccrue. There's an opportunity of $8 to $illlom annually, which we'd expect to
start realizing in the first quarter of '03.

We believe that there are additional cost saviBgsthe initial ones will - most of those savingsl wome from the SG&A cost reduction
area. We also expect to realize purchasing sadnd<fficiencies in R&D such as software developm€here will also be geographic
synergies that accrue as a result of this comhinati

Our operating model ((inaudible)) Veeco as a stimaain 2001 had a gross margin of 45%. On an ticsstombined 2001 basis, the
combined company would have had a 47% gross ma@ginlong term target is a 50% margin, which wakhs achievable...by the improv
mix of metrology and the efficiencies that we tallabout.

On an operating profit before amortization basisetb as a standalone in 2001 was 13%. On a 2004imednbasis, we were at 15%. And
our target long term is 20%. We expect to achibet by keeping SG&A at a 17% level and investinR&D at a 13% level -- so a very
achievable long term operating model target.

At this point we'll return to Ed for some additibcamments.

Ed Braun: Thank you, Jack. Summing up, | would higtt that the new Veeco FEI will create signifitaalue for our shareholders as a new
leadership company. We will be a clear leader énkiéty product areas we've described, including &retogy, atomic force microscopy,
focused ion beam, as well as our ion beam procg&sjnipment
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We will have the margin benefit of increases meigglsales in the fastest growing segment of serdiector equipment, 3D metrology. We
will be accretive to year 2003 pro forma streetsamsus with a very strong balance sheet to finartaee growth.

Our products of the combined companies are indeatpementary and serve all of our core growth niarké&/e will see improved
profitability through cost synergies and increasetgin.

As Vahe and | have commented, we will double odividual company sales and more than double oditabdity. And our combined
companies have senior management strength and@ refcrevenue and profit growth achievement. Vahe | are very excited to have this
opportunity together to create a new significatdlger worldwide equipment company, Veeco FEL.

Operator, we would be pleased to take questions.

Operator: Thank you. Our question and answer sesglbbe conducted electronically. Anyone wishitogask a question may do so by
simply pressing the star key followed by the digidn your touch-tone telephone.

We'll take your questions in the order that yowalgis. And we'll take as many questions as timmijie Once again, if you would like to €
a question, you may do so by pressing star 1 now.

And we'll go first Chip Lontai with Bear Stearns.

(Robert): Hello? Do you hear m
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Ed Braun: Yes, we do.
Vahe Sarkissian: Yes, we do.

(Robert): Hi. It's (Robert). Sorry. Congratulatiams a nice merger.

Could you give us a little more detail as to -dlize it's early. But in terms of SG&A, | heard Bgoccomments. But what sort of target
reduction are you looking for? And what - you kn@ive us some idea of some of the synergies ytadiéng at doing and what would be
moved around.

Vahe Sarkissian: First, let me comment on - bothasof think will answer this. (Robert), the synegbf $8 to $10 million that we spoke of
come largely from SG&A in Phase 1 of the integnatidnd there will be additional savings from betigaterial supplier management and
later on from examining the opportunity to consalasites.

(Robert): Okay. In terms of products going forwdrdye there been any requests from customers luoer ¢lite Veeco side or the FEI side to
get together or to work collaboratively on projécfand what sort of - without getting into specifiesiy sort of broad directions that you can
talk about that would work appropriately?

(Crosstalk)

Vahe Sarkissian: We both can answer that questind the answer is both implied and explicit - yisthe data storage market, for instance,
we very much complement each other.

And the higher degree of coupling and collaboratioterms of manufacturing equipment and the 3Drobegy that we provide will close the
loop and give a significant time to data and edficy improvements in that market segment. And thateo new applications that drive the
processing metrology to become closer. There'sa eind unambiguous benefit the
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In the semiconductor arena, as we stated, surfatswbsurface metrology combination is extremelydrtant in making the metrology space
even stronger and quicker time to data. And thktyld provide the optimal solution for the custers is going to be very important.

If we take a look at the laboratory market and aestein industry, we see significant coupling betwéhe optical metrology that Veeco
provides coupled with our environmental (sem) tedbgy, which is the next generation as the dimemstwinks. So there's a lot of contint
both in terms of current applications and road ngapseg forward in all of the markets that we serve.

Ed Braun: (Robert), the complementary nature irroh@gy is very powerful and very obvious.

But in further answer to your question, in the lzmtiple of months for the first time - we've negempeted before. But in the last couple of
months, we've seen opportunities where both corepdrave received (RRQs) in the process arena wkerde - and this is | think in no
one's model, including our own, but an opportuiritanswer to your question.

If you look at Veeco as a broad beam ion beam seipiolr process and you look at FEI as a narrows$ed beam, it becomes apparent that
between those two end conditions there indeed dmeila variable beam product that is a piece ofgg®equipment. And we have begun to
see very early indicators that that has interedata storage and in semiconductor. And that'smaty models.

(Robert): Okay. Okay, very good. Thank you.

Ed Braun: Thank you, (Robert).
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Operator: Our next question today comes from Braddds - I'm sorry, Brett Hodess, with Merrill Lynch

Brett Hodess: Good morning. Two questions, the ifi;son the outlook for, you know, accretion duton, the press release it says that it
would be dilutive if you included - excluded theA@®) 101 deferred revenue recognition.

And since, you know, the pro forma numbers - | kigenerally analysts, including myself, try to mgdé the effects of (SAB) 101 in the pro
forma numbers. Can you clarify that a little bititiwould still be accretive if we had - you knoifrwe included the effects of (SAB) 101 in
the pro forma numbers?

Ed Braun: | think, Brett, what we were referringgdhat there's a - under purchase accountingwilteertainly be including (SAB)
101. But under purchase accounting, a portion efdéferred revenue will not be realized - will nelve realized by the company.

That's just part of the purchase accounting rikes have not sized that amount at this point. Butlwexpect that particular component to be
very material.

Brett Hodess: Okay.

Ed Braun: Brett, if you remember, in purchase antiog there's a one-time charge associated wittBjS@venue and profit recognition. But
on an ongoing basis, including (SAB), we will betive.

Brett Hodess: Okay, great.

Ed Braun: Yes.
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Brett Hodess: And the second question, back a kitl on the answer you were just giving on - betwvthe product lines, given that, you
know, Veeco is a lot more of a broad beam solutiith the atomic force microscope and FEI is mora ofirrow beam, are there - and that
the products are different -- and that's quiterdieat you do not overlap on the products -- aegdlapplications that you already overlap on
where there might be some application cannibabp&tiOr is it still pretty separated at this point?

Ed Braun: No, there's no cannibalization. | meas really sell often
- in semiconductor our tools are sold side by sid@ilure analysis and in (fabs). And that's ngallmatter of looking - our tools, the Veeco
tools, are sold for surface analysis. The FEI tapésfrequently sold for buried defects, buriecelay..

Vahe Sarkissian: Cross sectioning.
Ed Braun: ...cross sectioning. In data storageaals are sold for a broad ion beam etching. Arddhal beam (fib) is used for metrology.

We do see an opportunity where people might wanbtobine some of our tools in the future in a dudike relationship. But again, that
wouldn't be cannibalizing. That would be additive.

Brett Hodess: That is great. Congratulations

Ed Braun: Thank you, Brett.

Vahe Sarkissian: Thank you, Brett.

Operator: We'll go next to Ed Kressler wi th Angelo Gordon.
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Ed Kressler: Hi. Just some questions in terms eftlerger agreement, are there any sort of walk-gn@yisions if Veeco should fall to a
certain price that FEI shareholders can walk away?

Ed Braun: No, there's no collar on this transaction

Ed Kressler: | mean, not - outside of a collarréteeno walkaway price at which FEI shareholders could walkyif/&eeco should fall belo
a certain price?

Ed Braun: No.
Ed Kressler: Okay. Thank you very much.
Operator: And Mark Miller with Hoefer & A rnett has our next question.

Mark Miller: I'm just wondering if you can g ive us any detail. You've

got a lot of convertible notes. And some of thihihk, was put out by FEI looking for an acquiziti Do you see - what do you see happening
with those?

Ed Braun: Well both companies have conver tibles that are outstanding.
Mark Miller: Right.

Ed Braun: And by virtue of this merger -- it's a stock-to-stock

transaction -- both convertible notes will remairnistanding and will be assumed by Veeco FEI.
Mark Miller: Is there an impetus to convert or do/tning with those notes in the future?

Ed Braun: Well it's - we have three years befoed'sha possibility.

So we'll address that in the futu
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Mark Miller: Do you see any other moves stratedycia terms of splitting out the divisions? Youlslecoming, it looks like, a metrology
company because of the better future outlook tH2oeyou see any...

Ed Braun: No. | would say that both companies reatéstory of being accretive.

Vahe and | have had long conversations about fytigees of technology we would like to add to batin process equipment and our
metrology lines. And as you stated, the convemibile part, were to give us somewhat of an abititgo that for some technology purchases.
And Vahe and | are very interested not in sellimigds, but in buying things.

Operator: And next we'll turn to Steve Al bert with Tanaka.

(Brian Sinnaka): Hi. Can you hear me? It's (Br ian Sinnaka), Ed. How are
you?

Ed Braun: Yes, I'm great. How are you?

(Brian Sinnaka): Congratulations. Just a couple of things, in terms - are

there any accounting differences -- we all havastothat question nowadays -- that have to bewedar reconciled?
And in terms of write-offs, | didn't catch the anmbuif there is one.

Jack Rein: (Brian), this is Jack Rein. There ar@acwounting issues.
We actually have gotten a ruling from the SEC osvdew by the SEC that Veeco will be the continufilegounting entity.

And therefore, Veeco's historic financials will the financials of the combined company. And upasiclg the merger, FEI's financials will
be
- FEI's results will be include:
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(Brian Sinnaka): Great. And in terms - would thkeeR&D write-offs or anything like that?

Jack Rein: We expect that the combined - therebeillvrite-offs. We have not at this point sizedth@hese amounts are, you know, very
fact-sensitive and require time-consuming detadlppraisals, which we'll be undertaken over the sexeral months.

(Brian Sinnaka): Okay. The other thing is thabitisds like you have additional -- which is grea®hase 2 or further cost savings. How much
might they total up to relative to the $8 to $10liom for the first date?

Jack Rein: Well we're putting together an impleragah group. And we need to address that bothrmmgef material cost savings and furt
synergies that we can achieve.

(Brian Sinnaka): Okay. The other thing is, | d&mbw if you've had a chance to get any...from austs. What do you think their reaction is
going to be? And...

Ed Braun: Well we share our customer list - | thirfikactually be quite positive.

And as I've commented, there are, you know, custembo - our larger customers typically are muilidn or multi-tens-of-billion dollar
size and are frequently nervous about dealing $400, $200, and $300 million revenue suppliers Wéee narrow product lines and smaller
resources.

So - and we share - probably six or seven of quitea customers are common to both companiestt8ok this will allow us to have deeper
strategic relationships with those customers, offethem more product technology, and being ablfer them more technology solutions
that are (clusterable) going forward, and to sé¢ineen better
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(Brian Sinnaka): That's...
Ed Braun: | think this will be very well received by our customers.
(Brian Sinnaka): Well that's terrific. That's gr eat. A last question -- I'm

sorry -- the competitive situation out there, I'nt sure in the FEI space what that looks like ahdtwour combined market shares might be.
It sounds like there's no overlap at all.

Vahe Sarkissian: Well let me comment on that anglifyrhow we expect the customers to react also.

Our dual beam technology has been very surelyindloe marketplace in terms of its effectivenesgerms of its leadership, in terms of its
newness. And it's created a dimension of its owrd We are the clear leader in that market.

We have also combined our dual beam product, exgghitdn terms of small, medium, and large to cdweth laboratory and (fab)
environments. In terms of the competitive spacesthee are a clear leader.

In terms of some of the other laboratory equipmertdo have competition. And we have stated thaleveompete with primarily Japanese
competitors in the (sem) and (tem) arena.

But the strength of that combination there is v&@rgng. And | would like to state that even thealagse have given our transmission electron
microscope a product award of the year, the fins¢ tever, in Japan.

So we believe that the customers are looking fartems. And therefore the broader the solutiort ffoau can offer them, the better off they
are in terms of being able to share their road mftsyou and being able to work with you to gedttlolution.
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(Brian Sinnaka): Thank you very much. Congratul ations.
Vahe Sarkissian: Thank you.
Ed Braun: Thank you.
Operator: And once again, if you would li ke to ask a question, you may

do so by pressing star 1.

We'll go next to John Pitzer with Credit Suisse Fist Boston.

Man: ((inaudible)).

Operator: Mr. Pitzer, your line is open. You may ask your question.
Man: Mr. Pitzer?

Operator: Hearing no response, we'll move on to Fred Wolf with Adams

Harkness & Hill.

Fred Wolf: Yes, Vahe, can you give us a fe eling for your progress and

give us some benchmarks in terms of getting theded ion beam into in-line production on the facttwor versus, you know, an R&D tool?

Vahe Sarkissian: Well, you know, last conferendevea stated that we are on course with that. Alhéhaould like to say at this conference
call is that we're again on course with our progtésre.

And we're getting more and more excited aboutdpabrtunity. We'll cover that...in our conferenedl subsequently. But the answer is we
continue to getting increases in that a
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Ed Braun: Fred, we feel very good about the faat this evolution that you're describing - that yamd Vahe are describing, | think, is quite
similar to the path that we've navigated within d@é having taken our atomic force microscope fresearch applications to production in-
line.

We're - you know, today, | think as you're awafeuwr $130 million atomic force microscopy busines® of it literally has become in-line
production tools. And it took a number of yearsitothat. And | think FEI's dual beam (fib) is wefi that path. And Veeco can be very
helpful in helping the combined Veeco FEI managé transition.

Fred Wolf: Can you give us a feeling for how maayiow many state-of-the-art (fab) launch - prodguc{fab) how many tools will be
- could be sold?

Ed Braun: | think that, you know, as you Vahe comted, in future conference calls we'll have mortitked information in that regard.

But | really, you know, like (AFM) as the stagettiifib) is at. These are very rich failure analytsisls as well as very high potential in-line
(fab) tools. And so you'll see growth in both ard&st | think we'll be more - Vahe and | will be necexplicit in the next couple months in
more - in our other conference calls.

Fred Wolf: Okay. Thank you.

Vahe Sarkissian: The bottom line is that our motieds we have talked about in the future contimustand. And they're enhanced by this
combination,
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Ed Braun: Yes. This is a case also where the syriengery important, because both companies in e@maiuctor sites have existing process
support teams that are somewhat expensive givemstatled base of either standalone (fib) or stdoe (AFM).

There's a tremendous benefit if we could use owrentiprocess support teams at Tl, at IBM, andr{lafn) to leverage them over (fib) and
(AFM). It's a very big win, because the customes gebroader product line, and we get to do itss$ expense.

Operator: Our next question comes from Byron Waliih UBS Warburg.

Byron Walker: Good morning. Ed, can you give usagh idea of what your
- as you define the 3D metrology, what your mastegtre position is with the new combined entity?

Ed Braun: In all three of our leadership areagfiir), in atomic force microscopy, and in ion beantill mention ion beam in ((inaudible))
deposition -- we are a clear Number 1 supplier witdrket shares that range anywhere from 60% to 80%.

We are not without competition. There's Seiko, ttitaYou know, there are people we compete witht.\BeIhave enormousvery significan
market share. So in the area of 3D metrology, seréad subsurface, you know, we probably have atéB6% market share.

But the growth will not come from going to 100% etrshare. The growth will come from the fact tthet's the fastest growing element of
semiconductor equipment.

And as line sizes shrink and defects become moperitant, the number -- and KLA has done a niceojofhowing that it has ((inaudible))
research. But the amount of metrology content reguas you go from .2 to .15 to .13 increasese-digits.
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And it's a very high growth...to have to have theant of defect inspection, profiling, trench measaent, CMP measurement as your line
sizes shrink and as you introduce new materials.

Byron Walker: Do you have a rough idea of what ffuak the growth rate will

be in the next say three years or so...

Ed Braun: Well it's...

Byron Walker: ...for the 3D segment?

Ed Braun: It's clearly over 25% a year.

Byron Walker: All right. And the other quest ion | had - | guess you said

that there's no issues with the converts. How abouhe bank line side? Do you have to (re-casi§rgsome changes?

Ed Braun: Well we certainly need to get our baakgroval. We've had preliminary discussions withlthnks. And | see no problem in that
regard, Byron.

Byron Walker: Great. Thanks.

Ed Braun: Thank you, Byron.
Operator: Tony Reiner with Clinton Group has our next question.
Tony Reiner: Oh hi. It sounds like a great deal. Congratulations.

Ed Braun: Thank you.



VEECO

Moderator: Debra Wasser 07-12-02/9:00 am CT Corafiion # 491789
Page 29

Tony Reiner: Just a question, why now? | mearhésa - ((inaudible)) industry, | mean, is thereaswthere a need to combine these two,
possibly another company wanting to, you know, imyyet involved in this strong segment - this girmpwsegment? Or, you know, what's the

impetus for doing it at this point in time.

Ed Braun: Well...
Tony Reiner: ...((inaudible))?
Ed Braun: ...two or three answers. | thi nk as all of you know, the

consolidation within the semiconductor equipmedustry is a very positive thing. It builds strongempanies. It gives our customers
suppliers who have greater critical mass.

We've been looking at focused ion beam, | mustfegyseven or eight years. Vahe and | have hadeations on and off certainly for the
last five years. | have a board member who alwikgs lto say, you know, the time to make a dealiemthe other guy wants to make a deal.
And we both see tremendous growth going forward.

And, you know, the planets are aligned. And | thimle shouldn't be hampered by today's stock pfice.should look at the profitability gain
of these two companies being combined.

Vahe, do you...

Vahe Sarkissian: Well both companies are very gtanrd are capable of going it alone. The exachinaf any deal is, you know, when it's
right and when it gets don
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And the principal reason for the combination is tbenparative strategic value, not for today, notlfies quarter, not for next quarter. But it is
comparing value over the long haul. We believe that drove us to this conclusion.

And therefore the timing is secondary, as opposdxking...primary reason for the deal. So we hawveme the deal because the time is right.
We've done the deal because it is the right dead. IXhink it just happens to have been concluddtis time. And that's kind of the best
answer we can give you on that.

Ed Braun: | think it's very important that we'rdmipthis at a time where the growth of 3D metroléggo strong. And so that's going to help
the new company, Veeco FEI, be launched with a bayyriver coming from the need for advanced 30roiegy.

Tony Reiner: Okay. Thank you very much.
Operator: Next we'll go to Glen Yeung wit h Salomon Smith Barney.

Glen Yeung: Thanks. | have just a couple of - well | wanted you just to

expand. You talked about potential cluster oppadtismusing both technologies. And if you couldstjsort of look in your crystal ball and
give us a sense, not so much just - well | guessihwill look as a product, but also, you knowetkind of applications that it might target.

Ed Braun: Well, you know, there are lots of apglmas where people
- you know, in semiconductor, people want to haadst that find the defects and then drive a metypkool to that defect to examine - to
uncover what the defect is, to cr-section it, to examine it, to measure what the nageare, what's the cause of the def
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So, you know, there's a lot of (clusterability)iggiconsidered within semiconductor to not only knamm have a problem, but to determine
what is that problem.

Vahe Sarkissian: Well there is one - there arectirays that things could be brought together, ooepling of information, one is coupling
the tools, and the third, embedding the tools.

And as you know, in integrated metrology versustated metrology versus clustered information cediphetrology, all of that has an
underlying element to it which has knowledge of phecess, knowledge of the critical measurement kaowledge of when and how most
optimally to make that measurement.

The proliferation of the technology and the todlattwe have enable us to work with the customeessvily that picks the optimal point and
the optimal place to make the measurement forduesttbenefit.

And this is where we think that we can bring anatre to the party and the frequency and the nummbereasurements that we can provide,
which will translate data to information for thestomers. And that is the critical value that | ththe combined company can bring.

I'll give you a couple of examples. | think thatalatorage is way ahead in terms of geometry aterins of criticality of ((inaudible)) layer
deposition. And the tight coupling of what you'epdsiting and what you're measuring very quicklyeisy important.

For a long time, the Veeco tools have been doiegitposition and etching. And we've been reallgkirey whether the deposition
((inaudible)) profiles are the right way. And IniRitighter coupling there is really going to briadot of value there.

And in...
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Ed Braun: And in that regard - just let me add thisere's a very important and a good point. lpodéion - it's clearer to see the coupling in
metrology.

But in process equipment, you know, frequentlyttiiekness of the deposited material influencesethetrical or magnetic properties of that
film - of that device.

And you have now a way to both deposit and measdeposit and control the thickness with a broad narrow beam and to measure the
electrical and magnetic properties all at oncey@ohave a lot of potential in process equipmemn@sas potential in metrology.

Vahe Sarkissian: The same thing applies in semic onductor in a bigger way...
Ed Braun: Yes.
Vahe Sarkissian: ...what is called integrated me trology inside the - coupled

with the tool, calibration metrology.

We're going to play, | think, as a combined compamgajor role in calibrating and making sure that inetrology that is integrated is really
working, because what we bring is much more detaiteasurements about the structure itself, whitlec®ming the limiting factor in most
of these processes, not just the broad thickneasross a large area, but the actual structure.

Ed Braun: Well and control the thickness, Glendose now you would have - you could use eithepadbeam, or a focused ion beam, or a
variable beam in between to actually fine-tunetthekness while you're in-situ measuring electrmamagnetic characteristics. There's
actually a very big brar-new area that, again, is not represented in togagttuct lines
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Glen Yeung: That's exactly what | wanted to hear.

And one other follow-up thought, which is, it wouldng to mind some opportunities. Well certainbyree more could be done on the
software side. But ultimately as you are able tegrate these kind of applications, it might opprsame opportunities on the software sid
well. | wonder if you've progressed in your thingian that at all at this stage.

Vahe Sarkissian: Well we're way ahead of the gamihat one. And we've been talking about that.\&m# is generally the soul of the
machine and the soul of the information that yot) ged we have - because of the structures thatweéasured and used for the most
complex measurements that's there.

And we've created some new software structures tbke to do that which we can leverage across allir products. And we will be
introducing and talking about some of this at (S&m).

Glen Yeung: Great. Thank you.

Ed Braun: Thank you, Glen. Operator, we' Il take one or two more
questions.

Operator: Okay. And we'll take our next guestion from Steven Connell

with Capital Group.

Steven Connell: Hi, yes. Just on the last pointj&gou re-explain that...how fine-tuning - measgrthe thickness and then measuring the
electromagnetism? | didn't understand that point.

But my question is, does FEI add anything to (naciaology)?

Ed Braun: Well let me as- quickly explain your first questiol
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If you think of an oscillator - there's many exae®lBut if you think of just an (RF) oscillator, are the oscillation is determined by the
thickness of the metal that is on it, a piece et#lc crystal with metal on it will have a varyifrgquency, depending upon how much metal
you put on it.

And if you want that filter to have a certain de®d frequency, it would be really nice to watcHhiiegjuency while you're depositing metal
and to thin the metal when you get beyond a cepaint.

Vahe Sarkissian: Selectively.

Ed Braun: Right. So there's, you know, a very gtrdiorward example about putting down metal whdon't want to exceed a certain
thickness to get frequency. | have a method of oméas.

| could deposit in the same chamber. | could meathe frequency in that chamber. And now if | hadagy of better controlling and thinning
the deposition, | would have an automated filtgyagition system.

Steven Connell:And you would provide all of those t ools...

Ed Braun: All of those, yes.

Steven Connell:  ...including the deposition?

Ed Braun: Yes.

Vahe Sarkissian: Yes, that's correct.
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Steven Connell:  That would be the (ND)?
Ed Braun: No, that would be ion beam depo sition of a metal onto a
piece of electric...
Steven Connell:  Okay.
Vahe Sarkissian: And also we, with the combinati on, will have the ability to

fine-tune the deposition, to adjust, fine-tune. Ahndt's one of things that is going to be very intaat.

To answer your question, what is - we are at Fflaamotechnology) company. Every product that weufeature is really (nanotechnology)-
related. One of the most important things in (naclehology) is to be able to see and measure thing®mic scale. And one of the major
driving factors on that is most of the tools run ofiability to see and measure.

Transmission electron microscopy is the only vidbld to see atoms and how they're stacked up.vwitreh we talk about molecular-level
deposition and every layer going to the molecwdael, transmission electron microscopy becomegélgeo see, and measure, and analyze
atomic-level structures.

Ed Braun: So if you look at it in dollarsyeu know, both companies have been selling packafitnanotechnology) tools, as Vahe has sa
manage technology centers.

And we've had this conversation within Veeco relgenhere today we at Veeco present people with 600,000 to $1 million
combination of imaging tools for a (nanotechnologgiter. And mostly they're (AFM) (nanomanipule-based



VEECO
Moderator: Debra Wasser
07-12-02/9:00 am CT
Confirmation # 491789

Page 36

And Vahe has done the exact same thing in (tend){sem), and dual beam. So together, we now gdrar@technology) center with a
package of equipment that's probably $2 milliort #eaves life sciences, biomedical, and materiahse applications.

So we are - we clearly - we instantly become mumgartant to a (nanotechnology) center in doubllregamount of technology we can give
him and doubling the amount of the sale.

Steven Connell: Right.

Vahe Sarkissian: And one final thought, just vemportant, and that's to prepare the sample to lestalsee it at that atomic scale requires
dual beam systems. So the dual beam systems pithpasample for the transmission electron microgcop

So you need the set to be able to go there and Aad that is really what's propelled us. ThattsyWEl, you know, has been extremely
successful and highly profitable in this most seveéwwnturn in the industry.

Steven Connell:  So what percent of this $800-so mething million per year in
revenues is...

Ed Braun: Well research was about $250 mi llion of the $825 million.

Steven Connell:  When you say research - | was g oing to ask what
percentage...

Ed Braun: We combine in our, what we're ¢ alling scientific research,

in that number is the combination of (nanoscienlife) science, and industry and university spending

Steven Connell: | was wondering what the (nanojipoiof that was
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Ed Braun: The (nano) portion is probably 1/3 of i@l - 1/3 of the $250 million. But it's the otet's growing at the highest rate.

Vahe Sarkissian: That's the pure (nano). But, yoank when you talk to semiconductor people, evedytgays they already are leading in
(nanotechnology)...

Ed Braun: The other sectors would be offended ithaa't - if we excluded them, because they maya((dible)) also.

But for, you know, the venture capitalist who'skiag (nanotechnology), | would say that's aboGtdf/the total Veeco scientific research
business. But that 1/3 is growing by like 50% aryea

Steven Connell: Right. And just a final confirmatjavhen you said 33%, 28%, and 23%, the 33% wansic?

Man: ((inaudible)).

Ed Braun: Yes, yes.

Steven Connell:  Thank you very much.
Ed Braun: Last question, operator.

Operator: And our last question will come from Christina Osmena with

Needham & Company.

Christina Osmena: Hi. | apologi- | was disconnected, so | apologize if this wasadly asked. | have a couple of questions |
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Could you review what the facilities will be of tkembined entity and which kinds of combinations ayou know, what kind of
consolidations are likely, you know, among thelfaes now?

Ed Braun: By facilities, Christina, do yo u mean sites?

Christina Osmena: Yes, yes.

Ed Braun: No, we didn't go through - what we spoke of was core

synergies in the first six months that on an anbaals would be $8 to $10 million a year. That wiomostly come from SG&A.

You know, we have a combined company with 32 offiaad 775 worldwide sales and service professioWdshave a - we share a lot of
common accounts, so there are Veeco teams in ntamgnon accounts.

And there are sales offices throughout Asia, JaBampe, and North America, so there's an oppdstdor us to look at some SG&A
consolidation that we've eyeballed at $8 to $10ionila year.

That excludes - and we also commented that a lotobills of materials are common. We buy pumpsnebers, valves...ion gauges. And so
there's a supplier management capability. We cbeldand we will go back to all of those suppliensl get deeper discounts for combined
buying. And that will be some number of millionsdifllars per year.

And the third leg that comes from site consolidadits probably something that doesn't happen iffitstes to 12 months, but is identified by
the integration team for activity in the secondry
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Christina Osmena: Okay. And if there were any sheas would be closed down, could we assume thvabitild be something like in the
Netherlands o
Boston?
Ed Braun: No, no, no, no, no.
Vahe Sarkissian: Because the Netherlands is a...
Ed Braun: It's a vital...

Vahe Sarkissian: ...very vital piece of the comb ination. And that

particular sector of the business is where we It af (hanotechnology) and other core technolothies we do.

Just to kind of give you the big picture on thisysoi're not all confused, we have SG&A synergies te've identified right away. There are
independent improvements that we have been undegtaidependently in each company which we haviewdated on an ongoing basis. A
those will continue.

And the third area is, we will look for ability tyeate efficiencies with the combination. And thase three distinct separate things that wi
addressing as an integration team. And we belieeetare benefits in each one of those areashBdirst thing that we've articulated and
highlighted is very near term impact of the SG&Asolidation.

Ed Braun: No sites have been identified. Let mea¢that. No sites have been identified to be dlose

Christina Osmena: What abc- are there any R&D programs that you were conductepgrately that look like they might be duplica®
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Ed Braun: Well the combined company has a ratlobriR&D spending program of probably something acoh00 million.

And clearly that gives us an opportunity to refoous $100 million by identifying the high-growth pprtunities, by looking at the minimal -
the marginal activities that we could possibly étiaie and go more heavily after those that havadrelous leverage.

So there is an R&D, you know, resorting that - @lthh | won't promise we'll spend fewer R&D dolldrsiill promise we'll get a bigger bang
from them.

Christina Osmena: Okay. And also who is the - cquld go over who might be in charge of the whojeu know, the integration of the two
companies and who's going to be in charge of tleeadipns?

Ed Braun: Vahe and | will work together to formiategration team.
And the integration team will consist of combineshi®r management from both FEI and Veeco.

Christina Osmena: Okay.
Ed Braun: Thank you. Operator, | think that conelsithis morning's discussion. | want to thank eweey

| thank Vahe. And we're very, very excited by ttisnbination. And Vahe and | look forward to spegkivith you further in the next couple
of months and certainly seeing you at (Semiwedd)speaking to you there. And both companies wsllDabora said, be reporting their
second quarter earnings in two weeks.

Operator, thank yot
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Vahe Sarkissian: Thank you very much.

Operator: Thank you. That concludes today's confereWe thank you all for joining us. Have a g{.

Ed Braun: Thank you.

END
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