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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)
K QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended June 30, 200!

OR

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

For the transition period from to

Commission file number: 0-16244

VEECO INSTRUMENTS INC.

(Exact Name of Registrant as Specified in Its Ghrart

Delaware 11-2989601
(State or Other Jurisdiction (I.LR.S. Employer
of Incorporation or Organizatiol Identification Number
100 Sunnyside Boulevard, Suite |
Woodbury, New York 11797
(Address of Principal Executive Office (Zip Code)

Registrant’s telephone number, including area c¢&l3) 677-0200

Website:www.veeco.com

Indicate by check mark whether the Registranthél filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastlgs. Yesxl No O

Indicate by check mark whether the Registrant ia@elerated filer (as defined in Rule 12b-2 oflxehange Act). Yeskl No O

29,939,729 shares of common stock, $0.01 par yamushare, were outstanding as of the close ohbasion July 25, 2005.




SAFE HARBOR STATEMENT

This Quarterly Report on Form 10-Q (the “Reportihtains forward-looking statements within the magrof the Private Securities
Litigation Reform Act of 1995. Discussions contaigisuch forward-looking statements may be founiteims 2 and 3 hereof, as well as
within this Report generally. In addition, when dse this Report, the words “believes,” “anticipate‘expects,” “estimates,” “plans,”
“intends,” and similar expressions are intendei¢mtify forward-looking statements. All forwarddking statements are subject to a number
of risks and uncertainties that could cause actsllts to differ materially from projected resuksictors that may cause these differences
include, but are not limited to:

i The cyclicality of the microelectronics industrige serve directly affects our business.

. We operate in a highly competitive industry chageized by rapid technological change.

i We depend on a limited number of customers thatadpén highly concentrated industries.

i Our quarterly operating results fluctuate signifitiy.

. Our acquisition strategy subjects us to risks aasmat with evaluating and pursuing these opporiemind integrating these
businesses.

i Our inability to attract, retain and motivate keypoyees could have a material adverse effect ofesiness.

. We are exposed to the risks of operating a globsiness.

i Our success depends on protection of our intekégoperty rights. We may be subject to claimit#llectual property
infringement by others.

. We face securities class action and shareholderadiee lawsuits which could result in substantasts, diversion of
management’s attention and resources and negathleity.

i We rely on a limited number of suppliers.

. We may not obtain sufficient affordable funds tweince our future needs.

. We are subject to risks of non-compliance with emvwnental and safety regulations.

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

. The other matters discussed under the heading “famant’s Discussion and Analysis of Financial Cbadiand Results of

Operations” contained in this Report and in Veatsiruments Inc. (the “Company’s”) Annual ReportFfmrm 10K for the yea
ended December 31, 2004.

Consequently, such forward-looking statements shbalregarded solely as the Company’s current pestsnates and beliefs. The
Company does not undertake any obligation to upaiayeforwardlooking statements to reflect future events oruwinstances after the date
such statements

Available Information

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

Internet Address

We maintain a website where additional informationcerning our business and various upcoming ewam®e found. The address
of our website is www.veeco.com. We provide a limkour website, under Investors — Financial InNfaSEC Filings, through which
investors can access our filings with the SEC udiclg our Annual Report on Form 10-K, Quarterly Bép on Form 10-Q, Current Reports
on Form 8-K, and all amendments to those repottese filings are posted to our Internet site, @am s® reasonably practicable after we
electronically file such material with the SEC.
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Part I. Financial Information

Item 1. Financial Statements

Condensed Consolidated Statements of Operations

Net sales

Cost of sale:

Gross profit

Costs and expense
Selling, general and administrative expe
Research and development expe
Amortization expens
Other expense (income), r

Total operating expens

Operating incom:

Interest expense, n

Income (loss) before income tax

Income tax provision (benefi

Net loss

Net loss per common she
Diluted net loss per common shi

Weighted average shares outstant
Diluted weighted average shares outstan

Veeco Instruments Inc. and Subsidiaries

(In thousands, except per share data)
(Unaudited)

See accompanying notes.

4

Three Months Ended

June 30,

2005 2004
103,41 $ 99,24¢
59,98¢ 58,33!
43,42¢ 40,91¢
21,43 21,68¢
15,86: 14,58¢
4,02¢ 4,57¢

70 (355)
41,39¢ 40,49t
2,03: 42C
1,95¢ 2,23¢

73 (1,819

527 (162)
(449 $ (1,657
(0.0 $ (0.06)
(0.0 $ (0.06)
29,86: 29,64¢
29,86: 29,64¢




Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(In thousands, except per share data)

(Unaudited)
Six Months Ended
June 30,
2005 2004

Net sales $ 197,26¢ $ 190,10¢
Cost of sales 116,30° 112,39¢
Gross profit 80,95¢ 77,718
Costs and expense

Selling, general and administrative expe 41,60¢ 41,57¢

Research and development expe 30,68 28,61¢

Amortization expens 8,51¢ 9,471

Other income, net (28) (647
Total operating expenses 80,78 79,02:
Operating income (loss) 177 (1,309
Interest expense, net 4,10¢ 4,43¢
Loss before income taxes (3,92¢) (5,749
Income tax provision (benefit) 1,22: (1,380
Net loss $ (5,150 $ (4,369)
Net loss per common she $ (0.1 $ (0.1%)
Diluted net loss per common share $ (0179 $ (0.1%)
Weighted average shares outstant 29,85¢ 29,60¢
Diluted weighted average shares outstan 29,85¢ 29,60¢

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

June 30, December 31,
2005 2004
(Unaudited)

Assets
Current asset:
Cash and cash equivalel $ 109,35¢ $ 100,27¢
Accounts receivable, less allowance for doubtfgoamts of $1,892 in 2005 and $2,420 in 2 75,74( 85,91«
Inventories 100,42( 110,64
Prepaid expenses and other current a: 6,21¢ 9,03¢
Deferred income taxes 2,96 3,09¢
Total current assets 294,69: 308,96¢
Property, plant and equipment at cost, less acatedildepreciation of $72,807 in 2005 and $67,560D04 70,80¢ 73,51¢
Goodwill 94,75¢ 94,64*
Purchased technology, less accumulated amortizafi$d5,649 in 2005 and $39,181 in 2( 62,12( 68,587
Other intangible assets, less accumulated amadizaf $21,750 in 2005 and $19,702 in 2( 23,78( 25,00°
Long-term investment 3,582 3,541
Other assets 3,95 2,652
Total assets $ 55369 $ 576,91
Liabilities and shareholders’ equity
Current liabilities:
Accounts payabl $ 2825¢ $  2547¢
Accrued expense 44,36! 63,43¢
Deferred profit 2,637 1,19¢
Income taxes payab 1,162 1,70z
Current portion of long-term debt 364 354
Total current liabilities 76,78( 92,16¢
Long-term debt, net of current portic 229,39! 229,58:
Other nol-current liabilities 2,831 2,81¢
Shareholders’ equity 244,68! 252,35:
Total liabilities and shareholders’ equity $ 553,69 $ 576,91

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

(Unaudited)
Six Months Ended June 30
2005 2004

Operating activities
Net loss $ (5,150 $ (4,367)
Adjustments to reconcile net loss to net cash plexviby operating activitie:
Depreciation and amortizatic 15,08( 15,917
Deferred income taxes (101 (4,66%)
Other 83 (19
Changes in operating assets and liabilit

Accounts receivabl 6,281 (16,727

Inventories 8,97¢ (11,209

Accounts payabl 2,95: 8,91¢

Accrued expenses, deferred profit and other cutignitities (2,42%) 17,42¢

Other, net (1,599 1,207
Net cash provided by operating activit 24,09¢ 6,48
Investing activities
Capital expenditures (4,550 (5,939
Payment for net assets of businesses acq (15,039 —
Proceeds from sale of property, plant and equipraedtassets held for s: 2,17¢ 2,641
Net maturities of lon-term investments (42) 4,38¢
Net cash (used in) provided by investing activi (17,45 1,091
Financing activities
Proceeds from stock issuar 1,041 2,874
Repayment of long-term debt (17¢€) (16€)
Net cash provided by financing activiti 86E 2,70¢
Effect of exchange rates on cash and cash equigalen 1,572 301
Net change in cash and cash equival 9,08( 10,58t
Cash and cash equivalents at beginning of period 100,27¢ 106,83(
Cash and cash equivalents at end of period $ 109,35¢ $ 117,41!

See accompanying notes.
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Veeco Instruments Inc. and Subsidiaries
Notes to Condensed Consolidated Financial StatemenfUnaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit accounting
principles generally accepted in the United Stéde#terim financial information and with the imsttions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not includédadlthe information and footnotes required by againg principles generally accepted in
the United States for complete financial statemdntthe opinion of management, all adjustmentssim®red necessary for a fair presentation
(consisting of normal recurring accruals) have heetuded. Operating results for the six monthsesh@une 30, 2005 are not necessarily
indicative of the results that may be expectedteryear ending December 31, 2005. For furthariétion, refer to the financial statements
and footnotes thereto included in the Company’suahiReport on Form 10-K for the year ended DecerBhe004.

Net loss per common share and diluted net lossg@emon share are computed using the weighted axvenagber of common
shares outstanding during the period. The effeapproximately 140,000 and 158,000 common equntabares for the three and six moi
ended June 30, 2005, respectively, and the effegpmroximately 528,000 and 644,000 common equintabares for the three and six
months ended June 30, 2004, respectively, werdikitre, and therefore, are not included in theghted average shares outstanding. In
addition, the effect of the assumed conversiorubbsdinated convertible debentures into approxima@& million common equivalent
shares is antidilutive for the three and six morthded June 30, 2005 and 2004, and therefore isclatded in the diluted weighted average
shares outstanding.

The Company accounts for its stock option planseutite recognition and measurement principles a@footing Principles Board
(“APB”) Opinion No. 25,Accounting for Stock Issued to Employees, and related interpretations. No stock option pensation expense is
reflected in net loss, as all options granted utideistock option plans had an exercise price gquhke market value of the underlying
common stock on the date of grant. The followialgle illustrates the effect on net loss and net jes common share if the Company had
applied the fair value recognition provisions, ungich stock option compensation expense woultebegnized as incurred, of Statemer
Financial Accounting Standards (“SFAS”) No. 128¢counting for Stock-Based Compensation , to stock-based employee compensation.

Three Months Ended Six Months Ended
June 30, June 30,
2005 2004 2005 2004
(In thousands, except per share amounts)
Net loss, as reporte $ (449 $ (1,657) $ (5,150 $ (4,367
Deduct: Total stock-based employee compensatioaresgpdetermined
under fair value based method for all awards, hetlated tax effect (21,197 (3,079) (25,216 (5,92¢)
Pro forma net loss $ (21,64) $ (4,730 $ (30,367) $ (10,299
Net loss per common sha
Net loss and diluted net loss per common shanemstec $ (0.02) $ (0.06) $ (0.17) $ (0.1%)
Net loss and diluted net loss per common sharefgonoa $ 0.79 $ (0.1¢) $ (1.02) $ (0.3%)

On April 12, 2005, the Compensation Committee {tbemmittee”) of the Company’s Board of Directorgpapved the acceleration
of vesting of unvested, out-of-the-money stock apdigranted prior to September 1, 2004 under Veextotk option plans. An option was
considered out-of-the-money if the option exergigee was greater than the closing price of Veecotamon stock on the NASDAQ
National Market on April 11, 2005 ($15.26), thetlaading day before the Committee approved thelacation. As a result of this actic
options to purchase approximately 2,522,000 shar¥geco’s common stock became immediately exdotgsancluding options held by
Veeco’s executive officers to purchase approxinyatéR,000 shares of common stock. The weightedageecexercise price of the options
accelerated was $21.24.

The purpose of the accelerated vesting was to mditaifuture compensation expense that Veeco wdhkhwise recognize in its
statement of operations with respect to these axaeld options upon the adoption by Veeco of SFAS1I23(R) (See Note 2). In addition,
because many of these options had exercise pigafiGantly in excess of current market valuegythvere not providing an effective means
of employee retention and incentive compensatitime future compensation expense that will be avhidlased on Veeco'’s implementation
date for SFAS No. 123(R) of January 1, 2006, isexdmately $7.9 million in 2006 and
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$3.6 million in 2007. Pro forma net loss for theete and six months ended June 30, 2005, presebtee, includes the impact of the
accelerated vesting.

Reclassifications
Certain amounts in the 2004 consolidated finarstilements have been reclassified to conform t@@08& presentation.
Note 2—Recent Accounting Pronouncements

On December 16, 2004, the Financial Accounting @&eafs Board (“FASB”) issued SFAS No. 123(R) (re#i2004),Share-Based
Payment , which is a revision of SFAS No. 128¢counting for Sock-Based Compensation. SFAS No. 123(R) supersedes APB Opinion
No. 25,Accounting for Sock Issued to Employees, and amends SFAS No. %Batement of Cash Flows. Generally, the approach in SFAS
No. 123(R) is similar to the approach describe8HAS No. 123. However, SFAS No. 123(R) requiresladir-based payments to employe
including grants of employee stock options, tod@gnized in the income statement based on thewdmes. Pro forma disclosure is no
longer an alternative. On April 14, 2005, the Sams and Exchange Commission extended the adogatmof SFAS No. 123(R) to no later
than the beginning of the first fiscal year begmpafter June 15, 2005. Early adoption will benpted in periods in which financial
statements have not yet been issued. The Compaegtsxo adopt SFAS No. 123(R) as of January 16.200

SFAS No. 123(R) permits public companies to adgptaquirements using one of two methods:

1. A *“"modified prospective” method in which compensatiost is recognized beginning with the effectieg¢e (a) based on the
requirements of SFAS No. 123(R) for all share-bgsmdnents granted after the effective date antdbgd on the requirements
of SFAS No. 123 for all awards granted to employmés to the effective date of SFAS No. 123(R)ttteanain unvested on the
effective date.

2. A*"modified retrospective” method which includegtrequirements of the modified prospective methestdbed above, but
also permits entities to restate based on the ataqueviously recognized under SFAS No. 123 foppaes of pro forma
disclosures for either (a) all prior periods presdror (b) prior interim periods of the year of ption.

The Company has not yet determined whether itadtipt SFAS No. 123(R) using the modified prospecthethod or the modified
retrospective method.

As permitted by SFAS No. 123, the Company curreatigounts for share-based payments to employeeg ASIB Opinion No. 25
intrinsic value method and, as such, generallygezes no compensation cost for employee stoclkogtiAccordingly, the adoption of SF.
No. 123(R’s fair value method will have a significant impact the consolidated results of operations, althdugill have no impact on the
Company’s overall consolidated financial positiarhe impact of adoption of SFAS No. 123(R) canreptedicted at this time because it
will depend on levels of share-based payments gdaintthe future. However, had the Company adoBtedlS No. 123(R) in prior periods,
the impact of that standard would have approxim#tedmpact of SFAS No. 123 as described in thelassire of pro forma net loss and net
loss per common share in Note 1 to Veeco’s Conde@sasolidated Financial Statements. SFAS No.RPalso requires the benefits of tax
deductions in excess of recognized compensatiana@d® reported as a financing cash flow, rathantas an operating cash flow as required
under current literature. This requirement witluee consolidated net operating cash flows aneéas& consolidated net financing cash fli
in periods after adoption. While the Company camstimate what those amounts will be in the fufbecause they depend on, among other
things, when employees exercise stock options)Ctirapany did not recognize an amount of consolalafeerating cash flows for such
excess tax deductions in 2005 or 2004.

In November 2004, the FASB issued SFAS No. 1Bdentory Costs- an amendment to ARB No. 43, Chapter 4. SFAS No. 151
clarifies the accounting for abnormal amounts & fdcility expense, freight, handling costs andi®d material (spoilage). This statement
requires that those items be recognized as cupend charges regardless of whether they meetritezion of “so abnormal,” as previously
stated in ARB No. 43. In addition, this statememjuires that allocation of fixed production ovextie to the costs of conversion be based on
the normal capacity of the production faciliti€Bhe provisions of this statement are effectiveifi@entory costs incurred during fiscal years
beginning after June 15, 2005. The Company doesexpsct that the adoption of this statement willéha significant impact on the
Company’s consolidated financial position or resolt operations.




Note 3—Balance Sheet Information
Inventories

Interim inventories have been determined by lovierost (principally first-in, first-out) or markelnventories consist of:

June 30, December 31
2005 2004
(In thousands)

Raw materialt $ 50,51¢ $ 52,30:
Work-in-progress 34,83" 35,00«
Finished goods 15,06 23,33¢

$ 100,42( % 110,64.

Accrued Warranties

The Company estimates the costs that may be ircturrder the warranty it provides and records dlifgin the amount of such
costs at the time the related revenue is recognifedtors that affect the Company’s warranty lighinclude product failure rates, material
usage and labor costs incurred in correcting profdilares during the warranty period. The Compgpayiodically assesses the adequacy of
its recorded warranty liability and adjusts the amtcas necessary. Changes in the Company’s waiiabtlity during the period are as
follows:

Six Months Ended June 30,
2005 2004
(In thousands)

Balance as of January $ 6,771 $ 3,90«
Warranties issued during the per| 2,83: 2,62¢
Settlements made during the period (3,160 (1,529
Balance as of June 30 $ 6,44« $ 5,00¢

Note 4—Segment Information

The Company currently uses three separate repatiggents to manage the business, review operasngs, assess performance
and allocate resources. The first segment, calbedbeam and mechanical process equipment,” coeshine etch, deposition and dicing and
slicing products sold mostly to data storage custsmrhis segment includes the production facditrePlainview, New York, Ft. Collins,
Colorado and Camarillo, California. The second segfcalled “epitaxial process equipment,” inclutles Molecular Beam Epitaxy and
Metal Organic Chemical Vapor Deposition producisiarily sold to high brightness light emitting d®dnd wireless telecommunications
customers. This segment includes the productiaiiities in St. Paul, Minnesota and Somerset, Nexsele The third segment, called
“metrology,” represents equipment that is usedrtwide critical surface measurements on produath s semiconductor devices and thin
film magnetic heads and includes Veeco’s broaddingomic force microscopes, optical interferometend stylus profilers sold to
semiconductor customers, data storage customerthaunsands of research facilities and scientifitees. This segment includes the
production facilities in Santa Barbara, Califoraiad Tucson, Arizona.

The Company evaluates the performance of its raplersegments based on income or loss from opesdtiefore interest, income
taxes and amortization (EBITA). The accounting gie of the reportable segments are the same ss tlescribed in the summary of
significant accounting policies. Costs excludedrfreegment profit primarily consist of interest, atimation, income taxes, corporate
expenses, as well as other unusual charges foh@sed in-process technology, restructuring and aapairment charges and merger-related
costs. Corporate expenses are comprised primdrggmeral and administrative expenses.
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The following table presents certain data pertgrimthe reportable product segments of the Comfamthe three and six months ended .
30, 2005 and 2004, and at June 30, 2005 and Dece&hp2004, in thousands:

lon Beam and

Mechanical Epitaxial Unallocated
Process Process Corporate
Equipment Equipment Metrology Amount Total

Three Months Ended June 30, 200
Net sales $ 46,60 $ 14,557 $ 42,25¢ $ — $ 103,41!
Income (loss) before interest, taxes and

amortization “EBITA") 7,39¢ (5,130 6,517 (2,729 6,05¢
Interest expense, n — — — 1,95¢ 1,95¢
Amortization expens 92C 2,37¢ 457 27F 4,02¢
Income (loss) before income tay 6,47¢ (7,509 6,06( (4,9672) 73
Three Months Ended June 30, 2004
Net sales 37,90t 19,07¢ 42,26 — 99,24¢
Income (loss) before interest, taxes and

amortization “EBITA") 2,43: (1,772 6,391 (2,057) 4,99t
Interest expense, n — — — 2,23¢ 2,23¢
Amortization expens 1,051 2,45 75¢ 30¢€ 4,57¢
Income (loss) before income tay 1,382 (4,229 5,632 (4,609 (1,819
Six Months Ended June 30, 200
Net sales 74,43¢ 37,08( 85,74¢ — 197,26!
Income (loss) before interest, taxes and

amortization “EBITA") 6,64 (7,079) 14,27¢ (5,159) 8,69:
Interest expense, n — — — 4,10t 4,10t
Amortization expens 2,14(C 4,74¢ 1,03¢ 59C 8,51¢
Income (loss) before income tay 4,50/ (11,82%) 13,241 (9,84¢) (3,929
Total assets as of June 30, 2 175,22: 127,97: 132,21 118,28 553,69:
Six Months Ended June 30, 200
Net sales 73,25: 33,03t 83,82 — 190,10¢
Income (loss) before interest, taxes and

amortization “EBITA") 4,591 (3,449 12,45: (3,93%) 9,66(
Interest expense, n — — 4,43¢ 4,43¢
Amortization expens 2,30z 5,01« 1,54: 612 9,471
Merger, restructuring and oth — — — 1,49¢ 1,49¢
Income (loss) before income tay 2,28¢ (8,467) 10,91( (10,489 (5,747

Total assets as of December 31, 2004 $ 184,26t $ 144,02: $ 140,65: $ 107,97 $ 576,91
Corporate total assets are comprised principallyash at June 30, 2005 and December 31, 2004.

The following table outlines the components of gabdwill by business segment at June 30, 2005 aw@éiDber 31, 2004 (in
thousands):

June 30, December 31,

2005 2004
lon Beam and Mechanical Process Equipn $ 27,39 $  27,27¢
Epitaxial Process Equipme 39,141 39,091
Metrology 28,21¢ 28,27¢
Total $ 94,755 $ 94,64%
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Note 5—Comprehensive Loss

The Companys comprehensive loss is comprised of net loss sestjufor foreign currency translation adjustmeritee Company he
no other sources affecting comprehensive loss. Gdrapany had total comprehensive loss of $2.4anillind $8.7 million for the three and
six months ended June 30, 2005, respectively, andrillion and $4.8 million for the three and simonths ended June 30, 2004, respecti

Note 6—Restructuring
2004 Merger and Restructuring Charges

As a result of the acquisition of Manufacturing fieclogy, Inc. and the resulting plan of consolidatof the two facilities in Ventu
and Camarillo, California, certain long-lived asset Advanced Imaging, Inc. were classified as lefdsale as of December 31, 2004. In
accordance with SFAS No. 144gcounting for the Impairment or Disposal of Long-Lived Assets, these londived assets were measured al
lower of their carrying amount or fair value lesstto sell. Fair value was determined by the Camybased upon the actual sale proceeds,
which were received in February 2005 and April 2088proximately $2.2 million of fixed assets hetdt fale are included in prepaid
expenses and other current assets in the acconmga@gindensed Consolidated Balance Sheets at Dec8hhi2004.

In conjunction with the plan announced by the Conypa October 2004 to reduce employment levels @ In 2005, the Company
recorded restructuring and other expenses of appetely $3.6 million in the fourth quarter of 200¢he $3.6 million charge consisted of
$2.8 million of personnel severance costs and & $llion accrual for costs related to an intenm&kestigation of improper accounting
transactions at the Company'’s TurboDisc busine&s un

The $2.8 million charge for personnel costs inctlideverance-related costs for approximately 107@maps, which included
management, administration and manufacturing enggi®yocated at the Company’s Plainview, New Yoik @amarillo, California (ion
beam and mechanical process equipment) operatlSomerset, New Jersey and St. Paul, Minnespit@x&l process equipment)
operations, the Santa Barbara, California and Tucddzona (metrology) facilities, the sales andvae offices located in France, England
and Singapore, and the corporate offices in Wogdtew York. As of June 30, 2005, approximately3$aiillion has been paid and
approximately $0.5 million remains accrued. Thea#er is expected to be paid by the fourth quarft@005.

The $0.8 million charge for costs related to therimal investigation of improper accounting tranigens at the Compang'TurboDist
business unit included accounting, legal and odiueliting fees performed by external consultants agsisted with the investigation. As of
June 30, 2005, all costs have been paid and norgm@mains accrued.

A reconciliation of the liability for the merger @mestructuring charges during 2004 relating teesavce and investigation costs is as
follows (in millions):

lon Beam and

Mechanical Epitaxial
Process Process Unallocated

Equipment Equipment Metrology Corporate Total
Charged to accrual $ 1.¢ $ 04 $ 04 $ 1€ $ 3.€
Cash payments during 20 0.3 — 0.1 0.2 0.7
Cash payments during the six months ended Jul

2005 0.6 0.4 0.3 1.1 2.4

Balance as of June 30, 2005 $ 01 $ — 8 — $ 04 $ 0.5
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.
Executive Summary:

Veeco designs, manufactures, markets and servieesad line of equipment primarily used by manuifaets in the data storage,
semiconductor, high brightness light emitting dig#¢B-LED”) and wireless telecommunications induss. Veeco’s products also enable
advancements in the growing field of nanoscienakather areas of scientific and industrial resea@r process equipment products
precisely deposit or remove (etch) various mateirathe manufacturing of advanced thin film magnkeeads (“TFMHs”Yor the data storag
industry and the HB-LED and wireless telecommuiiicest industries. The Company currently uses thepaste reporting segments to
manage the business, review operating resultssagsgformance and allocate resources. The &igghent, called “ion beam and mechanical
process equipment” combines the etch, depositi@tigion lapping and slicing and dicing productsl snostly to data storage customers.
The second segment, called “epitaxial process ey’ includes the Molecular Beam Epitaxy (“MBEHd&Metal Organic Chemical Vapor
Deposition (“MOCVD") products primarily sold to HBED and wireless telecommunications customers. tind segment, called
“metrology” represents equipment that is used twigle critical surface measurements on producth agcsemiconductor devices and
TFMHSs, and includes our broad line of atomic fontieroscopes (“AFMs”), optical interferometers amyglss profilers sold to semiconductor
customers, data storage customers and thousamneseafrch facilities and scientific centers. Thisipopent allows customers to monitor their
products throughout the manufacturing processdermto improve yields, reduce costs and improvelpcoquality. Our metrology solutions
include key research instruments used by many sities, scientific laboratories and industrial kgations.

During the past several years, we have strengthemegroduct lines through strategic acquisitiohsour metrology business, in
June 2003, we purchased the atomic force microspag®z business from Nanodevices Inc. (“NanodeVjdes approximately $6.0 million,
including transaction costs, plus a potential fetearn-out payment of up to $4.0 million basedhenachievement of certain operating
measures. Through June 30, 2005, the Company &ds earn-out payments totaling $2.9 million refatim this acquisition. In our epitaxial
process equipment business, we purchased the TisbbDsiness from Emcore Corporation (“Emcoin”’November 2003 for approximate
$63.7 million, including transaction costs, plugaential future earn-out payment of up to $20.0iomi based on the achievement of certain
operating measures. Through June 30, 2005, thep@myrhas made eaout payments totaling $13.1 million to Emcore.olr ion beam an
mechanical process equipment business, we acdhieguarecision bar lapping company, Advanced Imadimg (“Aii"), in November 2003
for approximately $61.4 million, including transict costs, plus a potential future earn-out paynoénip to $9.0 million based on the
achievement of certain operating measures. Tq tte@eperating measures which trigger the Aii earhhave not been achieved. Most
recently, in our ion beam and mechanical procesgpatent business, Veeco expanded its TFMH “slidechnologies to include slicing and
dicing processes, which are critical to controlith@ film head fly height, through the purchaseviEnufacturing Technology, Inc. (“MTI")
for $9.5 million.

We currently maintain manufacturing facilities imiZona, California, Colorado, Minnesota, New Jeraegl New York, with sales
and service locations around the world.

Highlights of the Second Quarter of 2005:

. Sales were $103.4 million, up 4.2% from $99.2 milin the second quarter of 2004, and up 10.2%eselly from $93.9
million in the first quarter of 2005.

. Orders were $118.6 million, down 5.0% from $124illiom in the second quarter of 2004, and up 19%¥guentially from
$98.9 million in the first quarter of 2005.

Net loss of $0.4 million, compared with a net lo§$1.7 million in the second quarter of 2004.
Cash and cash equivalents increased $8.7 millempared with an increase of $5.6 million in theosetquarter of 2004.

Highlights of the First Half of 2005:

i Sales were $197.3 million, up 3.8% from $190.1lionillin the first half of 2004.
Orders were $217.5 million, down 10.1% from $24ri8ion in the first half of 2004.
Net loss of $5.2 million, compared with a net lo§$4.4 million in the first half of 2004.

Cash and cash equivalents increased $9.1 millfter, the effect of making earn-out payments duthmgfirst quarter totaling
$15.0 million relating to acquisitions, comparedhaan increase of $10.6 million in the first haflf2®04.
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Current Business Conditions/Outlook:

In the first half of 2005, Veeco reported sale$D97.3 million, a 3.8% increase from the $190.1liamlreported in the first half of
2004. Veeco’s bookings for the first six month2005 of $217.5 million reflected increased demfrach our data storage customers who
are currently investing in capacity expansionscfmmsumer micro-drive applications and advancedldpwgent programs for next generation
TFMHSs. Second quarter data storage orders inale2@¥% sequentially to $60.4 million after two stgaguarters in the fourth quarter of 2004
and the first quarter of 2005. Data storage orden® at a record level in the second quarter 6620/eeco has also experienced increased
order rates in the first half of 2005 for the semmiductor and scientific research markets when coeapt@ the first half of 2004. Of the major
industries served by Veeco, only orders from Veg¢tB-LED/wireless customers declined in the firalf lof 2005 as compared with the first
half of 2004. This decline was anticipated givea high level of equipment purchased by HBB/wireless customers in the first half of 2(
and the absorption of this capital equipment in2200eeco’s overall order rate in the first half2ff05 increases the Company’s backlog and
supports Veeco’s outlook for flat to moderatelyhggrevenues in 2005, compared to 2004.

Veeco implemented a plan to improve the Compangd§itability in 2005. This plan is based on headaoreductions, which were
taken in the fourth quarter of 2004, as well asalpct mix expectation for 2005 revenues that Vemqmects will lead to increased gross
margins. The Company currently expects higher 2896nues in ion beam products, lower 2005 revemuepitaxial equipment products
and stability in its metrology revenues as comp#&oezD04. This revenue mix change, as well asrdttetors such as improved pricing and
volume increases in some product lines, is expdctegsult in higher gross margins in each subsstqearter of 2005 compared with 2004.
In the second quarter, Veeco’s gross margins isectso 42%, consistent with its plan, 2% betten tie 40% reported in the first quarter.
Veeco expects gross margins to increase agaireithttd and fourth quarters of 2005.

Technology changes are continuing in all of Veeoo&kets: the continued ramp of capacity for 80r@Rd drives in data storage
and investments in next generation drives for snétirm factor hard disk drive consumer device @afibns; the increased use of Veeco’s
automated AFMs for sub 110 nanometer semicondagtplications; the opportunity for Veeco’'s MOCVD aW@E products to further
penetrate the emerging HB-LED and wireless magad; the continued funding of nanoscience reseahithwis one driver of Veeco’s
scientific research business. While Veeco’s custsmemain cautious regarding capital spending, éine placing orders for certain of Veeco
process equipment and metrology products that erthblproduction of their next generation produdfeeco remains well positioned to
provide leadership technologies for growth appiaret in semiconductor, data storage, HB-LED/wirglesd scientific research.

14




Results of Operations:
Three Months Ended June 30, 2005 and 2004
The following tables show selected items of Vee@isdensed Consolidated Statements of Operatienseptages of sales and

comparisons between the three months ended Jur2®38 ,and 2004 and the analysis of sales and ofdletise same periods between our
segments, industries and regions (in thousands):

Three Months Ended Dollar
June 30, Incr/(Decr)
2005 2004 Year to Year
Net sales $ 103,41! 100.% $ 99,24¢ 100.(% $ 4,16¢
Cost of sale: 59,98¢ 58.C 58,33: 58.¢ 1,65¢
Gross profit 43,42¢ 42.C 40,91¢ 41.2 2,511
Operating expense
Selling, general and administrative
expense 21,43¢ 20.7 21,68¢ 21.¢ (257)
Research and development expe 15,86: 15.2 14,58¢ 14.7 1,27¢
Amortization expens 4,02¢ 3.¢ 4,57¢ 4.€ (549
Other expense (income), r 70 0.1 (355 (0.9 42t
Total operating expens 41,394 40.C 40,49¢ 40.¢ 89¢
Operating incom: 2,032 2.C 42( 0.4 1,61z
Interest expense, n 1,95¢ 1.8 2,23¢ 2.2 (280)
Income (loss) before income tax 73 0.1 (1,819 (1.9 1,89:
Income tax provision (benefi 522 0.t (162) (0.7 684
Net loss $ (449) 0.9% $ (1,657) L% $ 1,20¢
Sales Orders
Three Months Ended Dollar and Percentage Three Months Ended Dollar and Percentage Book to
June 30, Incr/(Decr) June 30, Incr/(Decr) Bill Ratio
2005 2004 Year to Year 2005 2004 Year to Year 2005 2004
Segment Analysis
lon Beam and Mechanical Process
Equipment $ 46,600 $ 37,90t $ 8,69t 22.% $ 5599t$ 26,93¢ $ 29,057 107.% 1.2C 0.71
Epitaxial Process Equipme 14,557 19,07¢ (4,527) (23.7) 12,39 55,78¢ (43,399 (77.€) 0.8t 2.92
Metrology 42,25¢ 42,26 (5) — 50,16¢ 42,01¢ 8,15( 19.4 1.1¢ 0.9¢
Total $ 10341 $ 99,24¢ $ 4,16¢ 4.2% $ 118,55:$ 124,74 $ (6,187) (5.0% 1.1¢ 1.2¢
Industry Analysis
Data Storage $ 47,37C $ 3551( $ 11,86( 33.% $ 60,391% 26,44( $ 33,95 128.% 1.27 0.74
HB-LED/wireless 13,90¢ 20,947 (7,042 (33.6 13,27¢ 51,11: (37,839 (74.0 0.95 2.44
Semiconducto 16,89¢ 15,517 1,37¢ 8.9 18,96¢ 22,25¢ (3,297) (14.9) 112 1.4%
Research and Industrial 25,24 27,27 (2,02¢) (7.4 25,91¢ 24,93( 98¢ 4.0 1.0¢ 0.91
Total $ 10341 $ 99,24¢ $ 4,16¢ 4.2% $ 118,55:$ 124,74 $ (6,187) (5.0% 1.1¢ 1.2¢
Regional Analysis
us $ 29,84: $ 40,93t $ (11,099 (27.0%$  31,36($ 57,16t $ (25,809 (45.0% 1.0t 1.4C
Europe 23,00¢ 17,207 5,79¢ 33.7 22,72¢ 13,84¢ 8,88( 64.1 0.9¢ 0.8C
Japar 20,76¢ 15,37« 5,39¢ 35.1 19,06( 19,06¢ (6) — 0.9z 1.24
Asia-Pacific 29,79¢ 25,72¢ 4,06¢ 15.¢ 45,40¢ 34,66. 10,74+ 31.C 1.52 1.3
Total $ 10341 $ 99,24¢ $ 4,16¢ 4.2 $ 118,55:$% 124,74( $ (6,187) (5.0% 1.1% 1.2¢
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Net sales of $103.4 million for the second quanfe2005 were up 4.2% from the comparable 2004 perBy segment, ion beam ¢
mechanical process equipment sales were up $8idmokr 22.9%, while epitaxial process equipmemesavere down $4.5 million or 23.7¢
Metrology sales remained stable. The improvemeitrirbeam and mechanical process equipment saemepally attributable to increased
purchases by data storage customers resultingdroomtinued industry increase in capacity as weteahnology investment in next-
generation, higher areal density perpendicularfiimheads. The decrease in epitaxial procesgpetgnt sales is principally attributable to
decreased purchases by HB-LED/wireless custonigysegion, sales in Europe, Japan and Asia Pdoifieased by 33.7%, 35.1% and
15.8%, respectively, while sales in the U.S. dediby 27.1%. The Company believes that thereawiltinue to be quarter-to-quarter
variations in the geographic distribution of sales.

Orders of $118.6 million for the second quarte2@d5 decreased by $6.2 million, or 5.0%, from theparable 2004 period. By
segment, the 77.8% decrease in epitaxial procegpragnt orders was driven by a $35.4 million reéhrctn orders for MOCVD systems and
an additional decrease in MBE orders of $8.0 niillidhe 107.9% increase in ion beam and mechapioakss equipment was due to
increased orders to data storage customers. THe&olificrease in metrology orders was due to a ®@l®n increase in AFM orders and a
$7.4 million increase in optical metrology orders.

The Company’s book/bill ratio for the second quaoe2005, which is calculated by dividing ordeeseived in a given time period
by revenue recognized in the same time period,WEs During the quarter ended June 30, 2005Ctmapany experienced order
cancellations of $1.3 million and the reschedubfigrder delivery dates by customers. The Compahgtklog as of June 30, 2005, was
approximately $155.6 million. Due to changing Imesis conditions and customer requirements, the @oynmay continue to experience
cancellations and/or rescheduling of orders.

Gross profit for the quarter ended June 30, 20@&, 42.0%, as compared to 41.2% in the second quér2€04. The ion beam and
mechanical process equipment gross margins inatdesm® 35.2% to 42.7% primarily due to increasetlinee and favorable price mix as
well as cost cutting measures at the Plainviewbieam facility. Epitaxial process equipment grossgims declined from 22.6% to 17.8%,
primarily due to the lower sales volumes. Metrglggoss margins decreased from 55.0% to 49.7%aladdss favorable product mix of
AFM products.

Selling, general and administrative expenses weteddmillion, or 20.7% of sales, in the second tpraof 2005, compared with
$21.7 million, or 21.9% in the second quarter 020 The $0.3 million decrease is primarily atttéhle to cost reduction initiatives and
lower commission costs, partially offset by annselhry increases and increased costs from the Bjuisition.

Research and development expense totaled $15i®mmill the second quarter of 2005, an increaseLd fillion from the second
quarter of 2004, due to the acceleration of newdpets in ion beam and mechanical process equipamehépitaxial process equipment. As a
percentage of sales, research and developmenageen the second quarter of 2005 to 15.3% fromo4or the second quarter of 2004.

Amortization expense totaled $4.0 million in theasd quarter of 2005 compared to $4.6 million i@ $econd quarter of 2004, due
to reductions in amortization expense for intargdssets that were fully amortized.

Other expense, net, of $0.1 million and other inepret, of $0.4 million in the second quarter dd2@nd the second quarter of
2004, respectively, was principally due to foreggchange gains and losses and loss on the sateprpy, plant and equipment.

Net interest expense in the second quarter of 2285$2.0 million compared to $2.2 million in thesed quarter of 2004.

Income taxes for the quarter ended June 30, 2006uated to $0.5 million, principally for foreigndas, compared with a benefit of
$0.2 million in the second quarter of 2004. Far yiear ended December 31, 2004, in accordancelathrovisions of SFAS No. 109,
Accounting for Income Taxes , the Company recorded a charge of approximatelysiillion to establish a valuation allowance agaihe
balance of its domestic net deferred tax assetishwdonsists of net operating loss and tax cretityforwards, as well as temporary
deductible differences. For the quarter ended 30n2005, the Company incurred a domestic netdads accordingly, established a
valuation allowance to offset domestic deferredassets. If the Company is able to realize paallaf the deferred tax assets in future
periods, it will reduce its provision for incomexés with a release of the valuation allowance iamount that corresponds with the income
tax liability generated.
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Six Months Ended June 30, 2005 and 2004

The following tables show selected items of Vee&@disidensed Consolidated Statements of Operatiensgtages of sales and
comparisons between the six months ended Juned86,dhd 2004 and the analysis of sales and ordetkd same periods between our
segments, industries and regions (in thousands):

Six Months Ended Dollar
June 30, Incr/(Decr)
2005 2004 Year to Year

Net sales $ 197,26 100.% $ 190,10¢ 100.% $ 7,15¢
Cost of sales 116,30° 59.C 112,39¢ 59.1 3,911
Gross profit 80,95¢ 41.C 77,71 40.€ 3,24%
Operating expense

Selling, general and administrative expe 41,60¢ 21.1 41,57¢ 21.¢ 30

Research and development expe 30,68 15.t 28,61¢ 15.C 2,071

Amortization expens 8,51¢ 4.3 9,471 5.C (955)

Other income, net (28) — (647) (0.9 613
Total operating expenses 80,78 40.¢ 79,02: 41.€ 1,75¢
Operating income (loss) 177 0.1 (1,309 (0.7) 1,48¢
Interest expense, net 4,10¢ 2.1 4,43¢ 2.3 (339
Loss before income taxes (3,929 (2.0 (5,747 (3.0 1,81¢
Income tax provision (benefit) 1,22: 0.€ (1,380 (0.7) 2,60:
Net loss $ (5,159 (2.6%3$ (4,367 (2.9%$ (784

Sales Orders
Six Months Ended Dollar and Percentage Six Months Ended Dollar and Percentage Book to
June 30, Incr/(Decr) June 30, Incr/(Decr) Bill Ratio
2005 2004 Year to Year 2005 2004 Year to Year 2005 2004

Segment Analysis

lon Beam and Mechanical Process

Equipment $ 7443¢$ 73250 $ 1,18¢ 16% $ 97,790 $ 74,206 $  23,58¢ 31.£% 1.31 1.0

Epitaxial Process Equipme 37,08( 33,03t 4,048 12.2 26,02( 93,68¢ (67,660 (72.2) 0.7¢ 2.84

Metrology 85,74¢ 83,82; 1,92¢ 2.3 93,67¢ 73,90¢ 19,76¢ 26.7 1.0¢ 0.8¢

Total $ 197,26/ $ 190,10! $ 7,15¢ 3.8% $ 217,49 $ 24180 $ (24,31) (10.)% 1.1( 1.27
Industry Analysis

Data Storage $ 72,98 $ 66,96 $ 6,01¢ 9.0% $ 10569: $ 71,38t $  34,30¢ 48.1% 1.4E 1.07

HB-LED/wireless 36,20¢ 37,97 (1,769 4.7 27,24¢ 90,09: (62,849 (69.6) 0.7¢ 2.31

Semiconducto 34,25( 28,82: 5,42¢ 18.€ 33,39 32,32: 1,07¢ 3.3 0.9¢ 1.1z

Research and Industrial 53,82] 56,34¢ (2,524 (4.5) 51,157 47,99¢ 3,15¢ 6.6 0.9t 0.8t

Total $ 197,26 $ 190,10¢ $ 7,15¢ 3.8% $ 217,49 $§ 24180 $ (24,31) (10.1)% 1.1( 1.27
Regional Analysis

us $ 62608 7L77. $ (9,169 (12.8%$ 68,62: $ 101,23 $ (32,619 (32.2)% 1.1¢ 1.41

Europe 44,200 30,72¢ 13,471 43.¢ 32,70: 26,55. 6,15( 23.2 0.7¢ 0.8€

Japar 34,98¢ 34,51( 474 1.4 36,411 35,59: 82( 2.3 1.0¢ 1.0¢

Asia-Pacific 55,47¢ 53,09¢ 2,38( 45 79,75¢ 78,42( 1,33: 1.7 1.4¢ 1.4¢

Total $ 19726! $ 190,10! $ 7,156 3.8% $ 217,49 $§ 24180 $ (24,31) (10.1)% 1.1( 1.27

Net sales of $197.3 million for the six months ethdane 30, 2005 were up $7.2 million or 3.8% frbm comparable 2004 period.
By segment, ion beam and mechanical process eqoipakes were up $1.2 million or 1.6%, epitaxialgass equipment sales were up $4.0
million or 12.2%, and metrology sales increase&by million or 2.3%. The improvement in ion beand mechanical process equipment
sales is principally attributable to increaseshim data storage and research and industrial madéétst by a decline in the HB-LED/wireless
market. The improvement in epitaxial process emeipt sales is principally attributable to shipmantede from a backlog of orders
previously received. The $1.9 million improvemamtietrology sales is principally
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attributable to increased automated AFM sales, initheases in the data storage and semiconductietsgartially offset by a decline in
sales in the research and industrial market. Biore sales in Europe increased 43.8%, while saldse U.S. declined by 12.8%. The
Company believes that there will continue to bequeto-period variations in the geographic disttibn of sales.

Orders of $217.5 million for the six months endade) 30, 2005 represented a $24.3 million, or a%0decrease from the
comparable 2004 period. By segment, the 72.2%edserin epitaxial process equipment orders waemlby a total of $58.2 million
reduction in orders for MOCVD systems and an addil decrease in MBE orders of $9.5 million. THeB%6 increase in ion beam and
mechanical process equipment was due to increadedsdrom data storage customers. The 26.7% isern@ametrology orders was due ta
$8.7 million increase in AFM products and an $1rhillion increase in optical metrology products.

The Companys book/bill ratio for the six months ended JuneZm)5, which is calculated by dividing orders ree€liin a given tim
period by revenue recognized in the same time gewas 1.10.

Gross profit for the six months ended June 30, 20@& 41.0%, as compared to 40.9% in the compapahied of 2004. Gross
profit in 2004 was negatively impacted by $1.5 millin purchase accounting adjustments relatinfyécacquisitions of TurboDisc and Alii.
These purchase accounting adjustments resultedtiremequired capitalization of profit in inventaapd the permanent elimination of certain
deferred revenue. The ion beam and mechanicaépsoaquipment gross margins were 40.2% in thesficgshonths of 2005, as compared to
34.9% in the same period in 2004. The increasepniamrily due to increased volume, favorable prit& and cost cutting measures at the
Plainview ion beam facility during the six montheled June 30, 2005 and the effect of the $1.5amiiln purchase accounting adjustments in
2004 described above. Epitaxial process equipgrasts margins in the first six months of 2005 w20el%, as compared to 21.3% in the
prior year period. This decrease was primarily tukigher warranty expenses for MOCVD products andinfavorable product mix in ME
products. Metrology gross margins decreased fréra% to 50.7% due to less favorable product mi&le#M products.

Selling, general and administrative expenses wé&tetmillion, or 21.1% of sales in the six monthsied June 30, 2005, compared
with $41.6 million, or 21.9% in the six months eddkine 30, 2004.

Research and development expense totaled $30i@mrdliring the first six months of 2005, an inceea$ $2.1 million from the first
six months of 2004, due to the acceleration of pevducts in ion beam and mechanical process equipamel epitaxial process equipment.
As a percentage of sales, research and develomrpeahse increased during the six months ended3yr#05 to 15.6% from 15.0% for the
corresponding period of 2004.

Other income, net, for the six months ended Jun@@05, was insignificant, compared to $0.6 millfonthe six months ended June
30, 2004, which was principally due to foreign exehe gains and other items.

Net interest expense in the six months ended JOn20®5 was $4.1 million compared to $4.4 milliarthe six months ended June
30, 2004.

Income taxes for the six months ended June 30,,2006unted to $1.2 million, principally for foreigaxes, compared with a bene
of $1.4 million in the six months ended June 3@M40For the year ended December 31, 2004, in dance with the provisions of SFAS
No. 109,Accounting for Income Taxes, the Company recorded a charge of approximatedyd&illion to establish a valuation allowance
against the balance of its domestic net deferreddaets, which consists of net operating loss@andredit carryforwards, as well as
temporary deductible differences. For the six rhemnded June 30, 2005, the Company incurred aslionmet loss and, accordingly,
established a valuation allowance to offset doroakdferred tax assets. If the Company is ableabtze part or all of the deferred tax assets
in future periods, it will reduce its provision fmmcome taxes with a release of the valuation aloge in an amount that corresponds with the
income tax liability generated.

Liquidity and Capital Resources

The Company had a net increase in cash and casrakemis of $9.1 million in the six months endedd®0, 2005. Cash provided
by operations was $24.1 million for this periodcampared to cash provided by operations of $6lkomifor the comparable 2004 period.
Net income adjusted for n-cash items provided operating cash flows of $9l8am for the six months ended June 30, 2005, carag to
$6.9 million for the comparable 2004 period. Accsureceivable for the six months ended June 305 2@€creased by $6.3 million, primar
as a result of the timing of collection activitiasthe Plainview lon Beam division and in the ABiacific region as well as a reduction in days’
sales outstanding. During the six months ended 30n2005, inventories decreased by approxim&@§ million, mainly due to reductions
in finished goods inventory for the sale of systdmit during 2004, as well as inventory reductitm®ughout the process equipment
businesses. During the six months ended JunedB3, 2ccounts payable increased by $3.0 milliomcpally as a result of an increase in
purchase of materials to meet shipment
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demand. Accrued expenses and other current tiabillecreased $2.4 million during the six montideel June 30, 2005. This decrease is
to a reduction in accrued interest of $2.2 milliefated to the Company’s outstanding debt, $2.0anifor reduced merger and restructuring
accruals, and a $1.9 reduction in customer depgsitsially offset by increased incentive compeiaseaccruals of $2.6 million related to
increased profitability, an increase of $1.4 millio deferred gross profits, plus net increase®0d8 million in other items.

Cash used in investing activities of $17.5 millfon the six months ended June 30, 2005, was mds#yto aggregate earn-out
payments of $15.0 million to Emcore, the former ewaf the TurboDisc business unit, and to the mevishareholders of Nanodevices, and
capital expenditures of $4.6 million, partially &t by $2.2 million in proceeds from the sale afeds held for sale and property, plant and
equipment.

Cash provided by financing activities of $0.9 naiflifor the six months ended June 30, 2005, restribad $1.1 million in stock
issuance proceeds partially offset by $0.2 miliimdebt payments.

The Company believes that existing cash balanggsher with cash generated from operations and ata@vailable under the
Company'’s $50.0 million revolving credit facilityilvbe sufficient to meet the Company’s projectedrking capital and other cash flow
requirements for the next twelve months, as wethasCompanys contractual obligations, over the next three gedihe Company believes
will be able to meet its obligation to repay théstanding $220 million subordinated notes that metn December 21, 2008, through a
combination of conversion of the notes outstandiafinancing, cash generated from operations, armadf®r means.

The Company is potentially liable for earn-out payts to the former owners of the businesses aaiir2003 based on
revenue targets achieved by each of the respemtiyeired businesses. The maximum remaining anmafuhese contingent liabilities is
$17.0 million consisting of $9.0 million to the foer shareholders of Aii over a two-year period1$illion to Nanodevices over a two-year
period and $6.9 million to Emcore Corporation, fibener owner of TurboDisc, over a one-year peridehy amounts payable are to be paid
during the first quarter of 2006 and 2007 to therfer owners of Aii and Nanodevices and during tre §uarter of 2006 to Emcore. These
payments are based on the Company achieving rewermxeess of certain targets for the precedingpfigear. It is not presently possible to
calculate the amounts, if any, that may be due#mh year.

On March 15, 2005, the Company terminated its ¥1ftllion revolving credit facility, which had beestablished on April 19,
2001, and entered into a new revolving credit figgivhich provides for borrowings of up to $50.0lan (the “Facility”). The Facility’s
annual interest rate is a floating rate equal éoptime rate of the agent bank pMﬁ% and in the event the Company’s ratio of debttshc

flow is below a defined amount, the annual interat is adjustable to a minimum rate equal toptiirae rate. A LIBOR based interest rate
option is also provided. The Facility has a ternthoée years and borrowings under the Facility beysed for general corporate purposes,
including working capital and acquisitions. The ifigccontains certain restrictive covenants whiemong other requirements, impose
limitations with respect to the incurrence of intielness, the payment of dividends, long-term leagesstments, mergers, acquisitions,
consolidations and sales of assets. The Compaeyisred to satisfy certain financial tests undher Eacility and substantially all of the assets
of the Company and its material domestic subsiesarwther than real estate, have been pledgeduocesthe Company’s obligations under the
Facility. As of June 30, 2005, no borrowings weuéstanding under the Facility.
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Application of Critical Accounting Policies

General: Veeco’s discussion and analysis of its financtaldition and results of operations are based Me@to’s condensed
consolidated financial statements, which have Ipgepared in accordance with accounting principkrsegally accepted in the United States.
The preparation of these financial statements regufeeco to make estimates and judgments thatt dfffe reported amounts of assets,
liabilities, revenues and expenses. On an on-go@sis, management evaluates its estimates and @rdgnincluding those related to bad
debts, inventories, intangible assets and othey liond assets, income taxes, warranty obligatioestructuring costs and contingent
litigation. Management bases its estimates andmgdgs on historical experience and on various déwors that are believed to be
reasonable under the circumstances, the resulthioh form the basis for making judgments aboutddeying values of assets and liabilities
that are not readily apparent from other sourcetu@ results may differ from these estimates uniiféerent assumptions or conditions. The
Company considers certain accounting policiesedl&b revenue recognition, the valuation of invee® the impairment of goodwill and
indefinitedived intangible assets, warranty costs, the impait of long lived assets and the accounting féerded taxes to be critical polici
due to the estimation processes involved in each.

Revenue Recognition: The Company recognizes revenue in accordanceSeithirities and Exchange Commission Staff Accogntin
Bulletin (“SAB”) No. 104,Revenue Recognition, which superseded the earlier related guidance B B8. 101,Revenue Recognitionin
Financial Satements . Certain of our product sales are accounted fonaltiple-element arrangements in accordance with-E©0-21,
Revenue Arrangements with Multiple Deliverables. A multiple-element arrangement is a transactiorictvimay involve the delivery or
performance of multiple products, services or ggbtuse assets, and performance may occur atafiffpoints in time or over different
periods of time. The Company recognizes revenuenleesuasive evidence of an arrangement existselle’s price is fixed or
determinable and collectibility is reasonably asgufFor products produced according to the Compamyblished specifications, where no
installation is required or installation is deenpeaifunctory and no substantive customer acceptarmasions exist, revenue is recognized
when title passes to the customer, generally upgom®nt. For products produced according to a@aer customer’s specifications, revenue
is recognized when the product has been tested had been demonstrated that it meets the custesmcifications and title passes to the
customer. The amount of revenue recorded is redogdide amount of any customer retention (geneddBb to 20%), which is not payable
by the customer until installation is completed #indl customer acceptance is achieved. Instalidsaot deemed to be essential to the
functionality of the equipment since installatiomed not involve significant changes to the featoresapabilities of the equipment or buildi
complex interfaces and connections. In additioa,gfuipment could be installed by the custometloerorendors and generally the cost of
installation approximates only 1% to 2% of the salalue of the related equipment. For new produne®, applications of existing products,
or for products with substantive customer accepaumovisions where performance cannot be fully sssa prior to meeting customer
specifications at the customer site, revenue isgeized upon completion of installation and recefdinal customer acceptance. Since titls
goods generally passes to the customer upon shimndrB0% to 90% of the contract amount becomealpayat that time, inventory is
relieved and accounts receivable is recorded ®athount billed at the time of shipment. The profitthe amount billed for these transact
is deferred and recorded as deferred profit irstempanying balance sheets. At June 30, 2009)ancember 31, 2004, $2.6 million and
$1.2 million, respectively, are recorded in defdmpeofit. Service and maintenance contract reveaunesecorded as deferred revenue, which
is included in other accrued expenses, and recedrdg revenue on a straight-line basis over thécegperiod of the related contract.

Inventory Valuation: Inventories are stated at the lower of cost @ipially first-in, first-out method) or market. Magement
evaluates the need to record adjustments for immgant of inventory on a quarterly basis. The Compapylicy is to assess the valuation of
all inventories, including raw materials, work-inepess, finished goods and spare parts. Obsolatiory or inventory in excess of
management’s estimated usage for the next 18 todith’s requirements is written-down to its estiethtarket value, if less than its cost.
Inherent in the estimates of market value are mamagt's estimates related to Veeco’s future manuifing schedules, customer demand,
technological and/or market obsolescence, posaltdenative uses and ultimate realization of exaassntory.

Goodwill and Indefinite-Lived Intangible Asset Impairment: The Company has significant intangible assetseéltd goodwill and
other acquired intangibles. In assessing the rgabilgy of the Company’s goodwill and other indefe-lived intangible assets, the Company
must make assumptions regarding estimated futufe fd@ws and other factors to determine the falu@af the respective assets. If it is
determined that impairment indicators are presedtthat the assets will not be fully recoverabitejrt carrying values are reduced to
estimated fair value. Impairment indicators incluaimong other conditions, cash flow deficits, astdric or anticipated decline in revenue or
operating profit, adverse legal or regulatory depaients and a material decrease in the fair vdlgeroe or all of the assets. Assets are
grouped at the lowest levels for which there aemiiliable cash flows that are largely independdrhe cash flows generated by other asset
groups. Changes in strategy and/or market condittoald significantly impact these assumptions, thnd Veeco may be required to record
impairment charges for the assets not previouslgroed.
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Long-Lived Asset Impairment: The carrying values of long-lived assets arequically reviewed to determine whether any
impairment indicators are present. If it is detered that such indicators are present and the revidwates that the assets will not be fully
recoverable, based on undiscounted estimated kag dver the remaining depreciation period, teairying values are reduced to estims
fair value. Impairment indicators include, amonbestconditions, cash flow deficits, an historicaoticipated decline in revenue or operating
profit, adverse legal or regulatory developmentsl @ material decrease in the fair value of sonadl@f the assets. Assets are grouped at the
lowest level for which there is identifiable castwis that are largely independent of the cash flgerserated by other asset groups.
Assumptions utilized by management in reviewingifigpairment of long-lived assets could be affedigathanges in strategy and/or market
conditions which may require Veeco to record adddi impairment charges for these assets, as watairment charges on other long-
lived assets not previously recorded.

Warranty Costs:. The Company estimates the costs that may bergatuinder the warranty it provides and recordalality in the
amount of such costs at the time the related revénrecognized. Estimated warranty costs are m@ted by analyzing specific product and
historical configuration statistics and regionarraaty support costs. The Company’s warranty olibigeis affected by product failure rates,
material usage and labor costs incurred in comggiroduct failures during the warranty period.ths Company’s customer engineers and
process support engineers are highly trained aplbged globally, labor availability is a significafactor in determining labor costs. The
guantity and availability of critical replacemerarts is another significant factor in estimatingraaty costs. Unforeseen component failures
or exceptional component performance can alsotresahanges to warranty costs. If actual warranatsts differ substantially from the
Company’s estimates, revisions to the estimatedamty liability are required.

Deferred Tax Valuation Allowance: As part of the process of preparing Veeco’s casdd consolidated financial statements, the
Company is required to estimate its income taxessath of the jurisdictions in which it operatesisTfirocess involves estimating the actual
current tax expense, together with assessing teanpdifferences resulting from differing treatmefitems for tax and accounting purposes.
These differences result in deferred tax assetdiaitities, which are included within Veeco’s aensed consolidated balance sheet. The
carrying value of deferred tax assets is adjusted aluation allowance to recognize the extentlicch the future tax benefits will be
recognized on a more likely than not basis. Ourdeétrred tax assets consist primarily of net dpggdoss and tax credit carryforwards, and
timing differences between the book and tax treatro&éinventory and other asset valuations. Retitinaof these net deferred tax assets is
dependent upon our ability to generate future texadzome.

We record valuation allowances in order to redugedeferred tax assets to the amount expected tedhieed. In assessing the
adequacy of recorded valuation allowances, we densi variety of factors, including the scheduledersal of deferred tax liabilities, future
taxable income, and prudent and feasible tax pfansirategies. Under SFAS No. 109, factors suctuaent and previous operating losses
are given significantly greater weight than thelmak for future profitability in determining the figred tax asset carrying value.

For the year ended December 31, 2004, the Comaayded a charge of approximately $54.0 millioestablish a valuation
allowance against the balance of its domestic efgried tax assets, which consists of net operétiggyand tax credit carryforwards, as well
as temporary deductible differences. The valuaitowance was calculated in accordance with theigians of SFAS No. 109, which places
primary importance on the Company’s historical hssof operations. Although the Company’s resuitgilior years were significantly
affected by restructuring and other charges, tha@my'’s historical losses and losses incurred du2i04 represented negative evidence
sufficient to require a full valuation allowancedan the provisions of SFAS No. 109. If the Compangble to realize part or all of the
deferred tax assets in future periods, it will reglits provision for income taxes with a releasthefvaluation allowance in an amount that
corresponds with the income tax liability generated

At June 30, 2005 and December 31, 2004, we haeggfodeferred tax assets, net of valuation allowanof $3.0 million and $3.1
million, respectively. We believe it is more ligghan not that we will be able to realize thessetsthrough the reduction of future taxable
income.

Other Recent Accounting Pronouncements: On December 16, 2004, the Financial Accounting @&ieds Board issued SFAS No. 123
(R) (revised 2004)Share-Based Payment , which is a revision of SFAS No. 12&¢counting for Sock-Based Compensation . SFAS No. 123
(R) supersedes APB Opinion No. Z&counting for Stock Issued to Employees, and amends SFAS No. @Batement of Cash Flows .
Generally, the approach in SFAS No. 123(R) is sintib the approach described in SFAS No. 123. HewesFAS No. 123(R) requires all
share-based payments to employees, including goaetmployee stock options, to be recognized innbheme statement based on their fair
values. Pro forma disclosure is no longer an adtitra. SFAS No. 123(R) must be adopted no later tha beginning of the first fiscal year
beginning after June 15, 2005. Early adoption héllpermitted in periods in which financial statetsdrave not yet been issued. The
Company expects to adopt SFAS No. 123(R) on Jara906.
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SFAS No. 123(R) permits public companies to adgptaquirements using one of two methods:

1. A “modified prospective” method in which compensatcost is recognized beginning with the effectia¢e (a) based on the
requirements of SFAS No. 123(R) for all share-bgsmanents granted after the effective date antdbgd on the requirements
of SFAS No. 123 for all awards granted to employ@és to the effective date of SFAS No. 123(R)ttteamain unvested on the
effective date.

2. A *“"modified retrospective” method which includegtrequirements of the modified prospective methestdbed above, but
also permits entities to restate based on the ataquaviously recognized under SFAS No. 123 foppees of pro forma
disclosures for either (a) all prior periods prdedror (b) prior interim periods of the year of ption.

The Company has not yet determined whether itadtipt SFAS No. 123(R) using the modified prospecthethod or the modified
retrospective method.

As permitted by SFAS No. 123, the Company curreatigounts for share-based payments to employeeg ASIB Opinion No. 25
intrinsic value method and, as such, generallygezes no compensation cost for employee stockgtiAccordingly, the adoption of SF,
No. 123(R’s fair value method will have a significant impact consolidated results of operations, althougyilithave no impact on the
Company’s overall consolidated financial positidhe impact of adoption of SFAS No. 123(R) cannoptealicted at this time because it will
depend on levels of share-based payments grantbd fmture. However, had the Company adopted SRA.SL23(R) in prior periods, the
impact of that standard would have approximatedripact of SFAS No. 123 as described in the disclef pro forma net loss and net loss
per common share in Note 1 to Veeco’'s Condenseddlidated Financial Statements. SFAS No. 123(R) mdguires the benefits of tax
deductions in excess of recognized compensatidntade reported as a financing cash flow, rathantas an operating cash flow as required
under current literature. This requirement willued consolidated net operating cash flows and asereonsolidated net financing cash flows
in periods after adoption. While the Company camstimate what those amounts will be in the fufbexause they depend on, among other
things, when employees exercise stock options)Ctirapany did not recognize an amount of consolalafeerating cash flows for such
excess tax deductions in 2005 or 2004.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

Veeco's net sales to foreign customers represeapprbximately 71.1% and 68.3% of Veeco’s totalsadés for the three and six
months ended June 30, 2005, and 58.8% and 62.2#he@omparable 2004 periods. The Company expeatset sales to foreign customers
will continue to represent a large percentage @déés total net sales. Veeco’s net sales denontdnatireign currencies represented
approximately 17.1% and 19.2% of Veeco's totalgadés for the three and six months ended June0B®, 2nd 19.0% and 21.4% for the
comparable 2004 periods. The aggregate foreigrieayrexchange loss in 2005 included in determittiegconsolidated results of operations
was approximately $0.1 million, net of less thanl$@illion of hedging gains on forward exchangetecacts, for the three and six months
ended June 30, 2005. The aggregate foreign curexayange gain in 2004 included in determiningdtwesolidated results of operations was
approximately $0.1 million and $0.3 million, inciad approximately $0.0 million and $0.2 million leédging gains on forward exchange
contracts, for the three and six months ended 3Qn2004. Veeco is exposed to financial markésrisicluding changes in foreign currency
exchange rates. The changes in currency exchategethat have the largest impact on translatingcd'senternational operating profit are
the Japanese Yen and the Euro. Veeco uses deeaiancial instruments to mitigate these riskse&edoes not use derivative financial
instruments for speculative or trading purposeg Tbmpany enters into monthly forward contractethice the effect of fluctuating foreign
currencies on short-term foreign currency-denongishdtercompany transactions and other known cayrerposures. The average notional
amount of such contracts was approximately $4.8anibnd $4.1 million for the three and six monémled June 30, 2005. As of June 30,
2005, the Company had entered into forward corgrfactthe month of July for the notional amounapproximately $4.0 million, which
approximates the fair market value on June 30, 2005

Iltem 4. Controls and Procedures.

The Company’s senior management is responsiblesfablishing and maintaining a system of disclosorgrols and procedures (as
defined in Rule 13a-15 and 15d-15 under the Seesifiixchange Act of 1934 (the “Exchange Act”)) dasd to ensure that information
required to be disclosed by the Company in thentepbat it files or submits under the Exchange i8cecorded, processed, summarized and
reported, within the time periods specified in 8ecurities and Exchange Commission’s rules anddorBisclosure controls and procedures
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed by an issuer in the reports that
it files or submits under the Exchange Act is acolated and communicated to the issuer's managenmehiding its principal executive
officer or officers and principal financial officer officers, or persons performing similar funasp as appropriate to allow timely decisions
regarding required disclosure.

The Company has evaluated the effectiveness afdbigin and operation of its disclosure controls pnededures under the
supervision of and with the participation of mamaget, including the Chief Executive Officer and €hrinancial Officer, as of the end of
the period covered by this report. Based on thaluation, our Chief Executive Officer and Chieh&incial Officer have concluded that our
disclosure controls and procedures are effectivgrialy alerting them to material information recpd to be included in our periodic
Securities and Exchange Commission filings.

The Company is presently in the process of implémgra new company-wide integrated applicationsvearfe and, to date, has
completed the conversion to this new platform ireéhlocations. As a result, certain changes haee made to the Company’s internal
controls, which management believes will strengttenCompany’s internal control structure. Thesgehbeen no other significant changes
in our internal controls or other factors that ebsignificantly affect these controls after suchleation.
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Part Il. Other Information

Item 4. Submission of Matters to a Vote of Securitydolders.

The annual meeting of stockholders of the Compaay keld on May 25, 2005. The matters voted oneatrtbeting were: (a) the

election of three directors: (i) Joel A. Elftmaii), Paul R. Low and (iii) Peter J. Simone; (b) apgal of an amendment to the Veeco
Instruments Inc. First Amended and Restated Empl&teck Purchase Plan; (c) approval of an amendtoghé Veeco Instruments Inc.
2000 Stock Incentive Plan; and (d) ratificatiortted Board’s appointment of Ernst & Young LLP as @mmpany’s independent registered
public accounting firm for the year ending Decem®&r2005. The terms of each of the following dioes continued after the meeting:
Edward H. Braun, Richard A. D’Amore, Heinz K. Fiichr, Douglas A. Kingsley, Roger D. McDaniel and ilmiH. Pfister. As of the record
date for the meeting, there were 29,858,417 stefresmmon stock outstanding, each of which wadledtio one vote with respect to eacl
the matters voted on at the meeting. Each of trextdirs up for reelection was reelected and edudr ohatter submitted to a stockholder vote
was approved by the required number of votes oh sach matter. The results of the voting wereolevs:

Broker

Matter For Withheld Non-Votes

(a)(i) 22,691,73 1,278,68.

(a)(ii) 20,381,77 3,588,17.

(a)(iii) 22,978,09 991,84¢

Broker

Matter For Against Abstained Non-Votes
(b) 11,784,36 799,96! 983,51
(©) 6,711,15: 5,865,34 991,35:
(d) 23,622,39 327,90¢ 19,63¢

Item 6. Exhibits.

Unless otherwise indicated, each of the followirgikits has been previously filed with the Secadtand Exchange Commission by
the Company under File No. 0-16244.

Incorporated by Reference

Number Description to the Following Document:
10.1 Amendment dated May 25, 2005 to Veeco Instrumentsa000 Stock Incentive *
Plan.
10.2 Letter agreement dated June 17, 2005 between Mesttaments Inc. and Current Report on Form 8-K filed
Jeannine P. Sargel! July 1, 2005, Exhibit 10.
10.3 Letter agreement dated February 24, 2005 betweeno/kstruments Inc. and *
Richard Wissenbacl
31.1 Certification of Chief Executive Officer pursuantRule 13a -14(a) or Rule 15 *
— 14(a) of the Securities Exchange Act of 1¢
31.2 Certification of Chief Financial Officer pursuantRule 13a — 14(a) or Rule 15d *
— 14(a) of the Securities 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 Sart-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 Sart-Oxley Act of 2002

*

Filed herewith

24




SIGNATURES

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

Date: August 1, 2005

Veeco Instruments In

By: /sl EDWARD H. BRAUN
Edward H. Braur
Chairman and Chief Executive Officer

By: /s/ JOHN F. REIN, JF
John F. Rein, Ji
Executive Vice President, Chief Financial Officer and
Secretary
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INDEX TO EXHIBITS

Unless otherwise indicated, each of the followirgikits has been previously filed with the Secastand Exchange Commission by
the Company under File No. 0-16244.

Incorporated by Reference

Number Description to the Following Document:
10.1 Amendment dated May 25, 2005 to Veeco Instrumems2000 Stock Incentive *
Plan.
10.2 Letter agreement dated June 17, 2005 between estaments Inc. and Current Report on Form 8-K filed
Jeannine P. Sargel July 1, 2005, Exhibit 10.
10.3 Letter agreement dated February 24, 2005 betweeno/kstruments Inc. and *

Richard Wissenbacl

31.1 Certification of Chief Executive Officer pursuantRule 13a — 14(a) or Rule 15d — *
14(a) of the Securities Exchange Act of 1¢

31.2 Certification of Chief Financial Officer pursuawnt Rule 13a — 14(a) or Rule 15d — *
14(a) of the Securities 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 Sart-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 Sart-Oxley Act of 2002

* Filed herewith
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Exhibit 10.1
AMENDMENT TO
VEECO INSTRUMENTS INC.
2000 STOCK INCENTIVE PLAN
Effective May 25, 2005

Section 5(a) of the Veeco Instruments Inc. 200@IStocentive Plan, formerly known as the 2000 St@gkion Plan, as amended
(the “2000 Plan™), is hereby amended to read sieittirety, as follows:

5. Grant of Awards; Shares Subject to the Plan

The Committee may, from time to time, grant Planafgs to one or more Eligible Persons; providedwever, that:

@) Subject to Section 10, the aggregate number oesharStock in respect of which Plan Awards magtaated
under the Plan shall not exceed 8,530,000, of whacmore than 1,700,000 may be in the form of Raett Stock;




Exhibit 10.3

Veeco

100 Sunnyside Blvd., Ste. B, Woodbury, NY 1139%7hone (516) 677-0200Fax (516) 714-1208 Internet www.veeco.com

February 24, 2005

Richard Wissenbach

Dear Richard,

| am pleased to confirm our offer to join Veecottnments as Senior VP/General Manager for Comp@&erdiconductor reporting to Don
Kania, President. The following summarizes thimgeof our offer:

Your bi-weekly salary will be $11,538.46. This atgs to an annual salary rate of $ 300,000.00.

You will be eligible to participate in an annualnus program that, based upon Company goals, majdergou with a bonus target
payout of fifty (50) % of your annual salary in acgance with the Board approved Management Borars. PAmounts payable under t
plan for your first year with Veeco will be pro-eat based on your actual start date

You will be recommended to receive stock optionpumhase 60,000 shares of Veeco stock, curraaitietl on NASDAQ, in
accordance with a Board approved Stock Option Plan.

You will be eligible for relocation assistance tove you and your family from Lexington, MA to therSerset, N.J. area. In connect
with your relocation, Veeco will reimburse you fomy eligible expenses incurred during your relagatip totwenty-five thousand
dollars ($25,000) exclusive of the tax “gross-up” and home sale amdipase costs in accordance with the attached &eaocProgram
outline. All relocation activities must be coordinated throigh SIRVA Relocation to be eligible for this benefit Relocation to the
Somerset area must be completed no thtam one year from the above effective dBtease note the following exception to the

Rel ocation Program: Veeco Instruments will reimburse you for reasonable rental housing costs for one (1) year from date of acceptance.
If you voluntarily terminate employment or are témated for cause prior to the expiration of a tveayperiod, you must repay, on a
prorated basis, all relocation expenses previowsiybursed or paid by the Company, including alindéoSale Assistance costs.

In the event your employment is terminated by Vesithout cause within two years of your hire dategco will pay you 12 months
severance in the form of a salary continuation biebased on your annual base salary in effect idiately prior to such termination, le
applicable deductions. Receipt of this salary ionrttion benefit is conditioned on your executiwiitijout revocation) of a general
release of claims in a form satisfactory to Veéooluding non-competition and non-solicitation pigiens for the duration of the period
during which the salary continuation benefit is qialg.

In addition, in the event that a “Change of Corit(ak defined below) occurs at Veeco within twongeaf your hire date, any employee
stock options which are held by you as of the dasuch Change of Control that were not vested asich date shall become
immediately and fully vested as of such date. #exdherein, “ Change of Contfohall mean: (a) any person or group of persons
becomes the beneficial owner of securities reptaggb0 percent or more of Veeco’s outstandingngsecurities,




or (b) the approval by Veeco’s stockholders of ofthe following: (i) Any merger or statutory plaf exchange (“Merger”) in which
Veeco would not be the surviving corporation orguamnt to which Veeco’s voting securities would bawerted into cash, securities or
other property, other than a Merger in which thieles of Veeco’s voting securities immediately ptimthe Merger have the same
proportionate ownership of voting securities of sieviving corporation after the Merger; (ii) Anydwger in which the holders of
outstanding voting securities of Veeco prior tohsierger will not, in the aggregate, own a majodfythe outstanding voting securities
of the combined entity after such Merger; or i)y sale or other transfer (in one transaction sefes of related transactions) of all or
substantially all of the Veeco'’s assets or the #dof any plan or proposal for Veeco’s liquidatior dissolution.

* Inyour job capacity of Senior VP/General ManagerGompound Semiconductor, you will receive a diamaance of $700 per month
that equates to an annual value of $8,400.

*  Veeco offers a comprehensive benefit program, wisicdummarized in the enclosed “Total Benefit Sohd” brochure. Please refer to
Page 1 to determine the effective date of eachftbgmegram. You will be eligible to enroll in th@mpany’s praax 401(k) savings ple
on the first day of the calendar quarter after goonmence employment. The savings plan also allowsoflover contributions from a
previous employer’s qualified savings plan. Thesedfits will be communicated to you in detail ugoiming Veeco.

*  This position provides eligibility for three (3) wis of vacation, which will be earned at a ratéeaf(10) hours for each calendar month
worked. The accrual period runs from JanuaryHrstugh December 31st.

¢  Our company promotes a policy of maintaining a tgftee work environment” and in that regard we hawkug screening program for
job applicants and our employees. Enclosed isnfleemation regarding the drug screening with &riig of the various testing facilities
and the Fair Crediting Reporting Act Disclosure &udhorization Statement, which must be completed i@turned to Human Resour:
no later than the expiration of this offer. Asailissed, refusal to consent to this testing, faksiibn of a test or positive test results will
result in denial of employment. Additionally ouferfis contingent on a favorable reference and tpazind check. The drug screening
should be completed no later thabusiness days from the date of your acceptandaposition.

*  This offer of employment is also contingent upovofable background and reference checks includipgaved technology clearance
for Veeco products, information and processes maance with U.S. Export Administration RegulatiofiEAR). Until that technology
clearance is received, you will only have expogarenrestricted products, technology and facililesing your initial employment.

* Veeco is required by the Federal Immigration lawsdrify the identity and legal ability to work afl individuals employed by the
Company. On your first day of work, please brinthwou proof of your eligibility to legally workni the United States. Such proof may
consist of a birth certificate, or a resident regigon card, or a valid U.S. passport, or a dissécense and Social Security Card or other
identification.

* Trust and confidentiality are an important parthed position we are offering to you. Consequerssya condition of employment, it will
be necessary for you to sign an Employee ConfidkiytiAgreement upon commencing employment with 8eeThis agreement assures
that everyone has a common understanding concetiméigresponsibilities in this matter.

¢ Aswith all of our employees, your employment isvélt and may be terminated at any time by you pyMeeco.
Please be advised that this letter constitutethalterms of Veeco Instrument’s offer of employmeamd supersedes all previous

communications. The terms of this offer can ordychanged in writing and must be signed by bottethployee and an appropriate
representative of Veeco.




This offer will expire on March 2, 2005. Kindlyditate your acceptance by signing and returningpg of this letter to my attention prior to
such time and please indicate the date on whicldylmeiavailable to start.

Richard , we look forward to your joining Veecaaamost exciting time in the growth of the compa®hould you have any questions
regarding the above items, please contact me a6378200 extension 1208.

Sincerely,

/s/ Janice Halina

Janice Halina
Human Resources Genera

| accept employment with Veeco on the terms outliabove. | understand that if any of the informathat | have provided to Veeco
Instruments is false, | shall be subject to disaliss

Accepted:

Signature:/s/ Richard Wissenbac Dated 2/26/05 Starting Date: March 7, 2005




Exhibit 31.1

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

I, Edward H. Braun, Chairman and Chief Executivéig@f of Veeco Instruments Inc., certify that:

1.

2.

| have reviewed this quarterly report on Form 1@€xhe period ended June 30, 2005 of Veeco Ingniminc.;

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

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

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

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

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

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

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

The registrant’s other certifying officers and Vealisclosed, based on our most recent evaluafiorieznal 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 weaknesigethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; and

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

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Officer
Veeco Instruments In

August 1, 200¢




Exhibit 31.Z

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

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

1.

2.

| have reviewed this quarterly report on Form 1@€xhe period ended June 30, 2005 of Veeco Ingniminc.;

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

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

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

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

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

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

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

The registrant’s other certifying officers and Vealisclosed, based on our most recent evaluafiorieznal 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 weaknesigethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; and

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

/s/ JOHN F. REIN, JF

John F. Rein, J

Executive Vice President, Chief Financial OfficadeSecretary
Veeco Instruments Ini

August 1, 200¢




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 @Q0for the period ended June 30, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Edward Halh, Chairman and Chief Executive
Officer of the Company, certify, pursuant to 18 WL SSection 1350, as adopted pursuant to Secti6roBthe 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 gets, in all material respects, the financial ctadiand results of operations of
the Company.

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Officer
Veeco Instruments In

August 1, 200¢

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




Exhibit 32.2

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

In connection with the Quarterly Report of Veecstinments Inc. (the “Company”) on Form @Q0for the period ended June 30, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, John F.rRRéi., Executive Vice President, Chief
Financial Officer and Secretary of the Companytifsepursuant to 18 U.S.C. Section 1350, as adbptesuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

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

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

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President, Chief Financial Officer
and Secretary

Veeco Instruments In

August 1, 200¢

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




