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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended 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 Girart

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

100 Sunnyside Boulevard, Suite |
Woodbury, New York 11797-2902
(Address of Principal Executive Office (Zip Code)
Registrar’s telephone number, including area cc (516) 67°-0200

Website:www.veeco.con

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

Indicate by check mark whether the Registrantlzsge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act.
(Check one):
Large accelerated fildd Accelerated fileix] Non-accelerated fildd

Indicate by check mark whether the Registrantdbedl company (as defined in Rule 12b-2 of the BExde Act).
Yes O No

30,728,321 shares of common stock, $0.01 par y@ushare, were outstanding as of the close ohbasion July 26, 2006.




SAFE HARBOR STATEMENT

This Quarterly Report on Form 10-Q (the “Reporthtains forward-looking statements within the magrof Section 27A of the
Securities Act of 1933, as amended, and Sectiona21lie Securities Exchange Act of 1934, as amendgsicussions containing such
forward-looking statements may be found in Iten@n@ 3 hereof, as well as within this Report gemerad addition, when used in this
Report, the words “believes,” “anticipates,” “expgt “estimates,” “plans,” “intends,” and similakgressions are intended to identify
forward-looking statements. All forward-looking &ments are subject to a number of risks and wioéids that could cause actual results to
differ materially from projected results. These&signd uncertainties include, without limitatione tfollowing:

*  The cyclicality of the microelectronics industri@e serve directly affects our business.

*  We operate in an industry characterized by rapitirielogical change.

*  We face significant competition.

*  We depend on a limited number of customers thatadpeén highly concentrated industries.
. Our quarterly operating results fluctuatendigantly.

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

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

e Any difficulty or inability to attract, retain anahotivate key employees could have a material aéveffect on our business.

*  We are exposed to the risks of operating a globsingss and the requirement to comply with lawsragdlations of various
jurisdictions such as import/export controls, whinhy not apply to our non-U.S. competitors.

*  We are subject to foreign currency exchange risks.

*  Our success depends on protection of our intelbégoperty rights.

*  We may be subject to claims of intellectual propérfringement by others.
*  Werely on a limited number of suppliers.

»  Our outsourcing strategy could adversely affectregults of operations.

* Changes in accounting standards for stock-basegeasation may adversely affect our stock priceandability to attract,
motivate and retain key employees.

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

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

e The other matters discussed under the heading “famant’s Discussion and Analysis of Financial Cbadiand Results of
Operations” contained in this Report and in the dalrReport on Form 10-K for the year ended DecerBheP005 of Veeco
Instruments Inc. (“Veeco” or the “Company”).




Consequently, such forward-looking statements shbalregarded solely as the Company’s current pésisnates and beliefs. The
Company does not undertake any obligation to upalayeforwardlooking statements to reflect future events orwistances 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 leteite that contains reports, proxy and infornratitatements, 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 ewvam$e found. The address
of our website is www.veeco.com. We provide a limkour website, under Investors — Financial Infaiota— SEC Filings, through which
investors can access our filings with the SEC udiclg our Annual Report on Form 10-K, Quarterly Bep on Form 10-Q, Current Reports
on Form 8-K, and all amendments to those repottese filings are posted to our Internet site, @ s& reasonably practicable after we
electronically file such material with the SEC.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

Condensed Consolidated Statements of Operations

Net sales
Cost of sales
Gross profit
Costs and expense
Selling, general and administrative expe
Research and development expe
Amortization expens
Other (income) expense, net
Total operating expenses
Operating income
Interest expense, net
Income before income taxes
Income tax provision
Net income (loss

Net income (loss) per common sh

Diluted net income (loss) per common share

Weighted average shares outstant
Diluted weighted average shares outstan

Veeco Instruments Inc. and Subsidiaries

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

See accompanying notes.

Three Months Ended June 30

2006 2005
$ 111,63t $ 103,41F
61,927 59,98¢
49,712 43,42¢
24,99¢ 21,43¢
15,257 15,867
3,08¢ 4,02€
(132) 70
44, 10¢ 41,39¢
5,607 2,032
1,14¢ 1,95¢
4,45¢ 73
1,432 522
$ 30X $ (449)
$ 010 $ (0.02)
$ 010 $ (0.02)
30,322 29,867
31,25¢ 29,867




Veeco Instruments Inc. and Subsidiaries

Condensed Consolidated Statements of Operations

Net sales
Cost of sales
Gross profit
Costs and expense
Selling, general and administrative expe
Research and development expe
Amortization expens
Other expense (income), net
Total operating expenses
Operating income
Interest expense, n
Gain on extinguishment of debt
Income (loss) before income taxes
Income tax provision
Net income (loss

Net income (loss) per common sh
Diluted net income (loss) per common share

Weighted average shares outstanc
Diluted weighted average shares outstan

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

Six Months Ended June 30

2006 2005
$ 20555: $ 197,26
114,077 116,307
91,481 80,95¢
46,32¢ 41,60¢
29,83¢ 30,687
8,004 8,51€
67 (28)
84,23¢ 80,781
7,24€ 177
2,527 4,10E
(330) —
5,04¢ (3,929)
2,26€ 1,227
$ 278 $ (5150
$ 009 $ (0.17)
$ 009 $ (0.17)
30,20¢ 29,85¢
30,94¢ 29,85¢

See accompanying notes.




Assets
Current asset:
Cash and cash equivalel

Accounts receivable, less allowance for doubtfabamnts of $2,306 in 2006 and $1,860 in 2!

Inventories
Prepaid expenses and other current a:
Deferred income taxes

Total current assets

Property, plant and equipment at cost, less accatedidepreciation of $83,984 in 2006 and $77,92D0b

Goodwill

Veeco Instruments Inc. and Subsidiaries

Condensed Consolidated Balance Sheets

(In thousands)

Purchased technology, less accumulated amortizafi$68,341 in 2006 and $51,992 in 2(

Other intangible assets, less accumulated amadizaf $24,199 in 2006 and $22,274 in 2(

Other assets
Total assets

Liabilities and shareholders equity
Current liabilities:

Accounts payabl

Accrued expense

Deferred profit

Income taxes payab

Current portion of long-term debt
Total current liabilities
Deferred income taxe
Long-term debi
Other noi-current liabilities
Shareholders’ equity
Total liabilities and shareholders’ equity

See accompanying notes.

June 30, December 31

2006 2005
(Unaudited)

$ 116,02¢ $ 124,49¢
88,67: 89,23(
96,14¢ 88,904
12,00z 9,64(
3,30¢ 2,87C
316,157 315,14:
72,310 69,80¢
99,622 99,622
49,23t 55,77¢
20,67C 22,41¢
6,054 5,10C
$ 564,058 $ 567,86(
$ 38,12¢ $ 31,28¢
46,84¢ 51,16¢
685 537
2,14F 2,125
387 375
88,19/ 85,49:
1,671 1,04¢
209,00¢ 229,20t
3,374 3,527
261,80¢ 248,58
$ 564,058 $ 567,86(




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

Operating activities
Net income (loss
Adjustments to reconcile net income (loss) to r@esthcprovided by operating activitie
Depreciation and amortizatic
Deferred income taxe
Gain on extinguishment of de
Compensation expense for st-based paymen
(Gain) loss on sale of property plant and equipr
Other
Changes in operating assets and liabilii
Accounts receivabl
Inventories
Accounts payabl
Accrued expenses, deferred profit and other cutiaiities
Other, net
Net cash provided by operating activit

Investing activities

Capital expenditure

Payments for net assets of businesses acc

Proceeds from sale of property, plant and equipraedtassets held for s:
Net maturities of investmen

Other

Net cash used in investing activiti

Financing activities

Proceeds from stock issuar

Repayments of long-term debt

Net cash (used in) provided by financing activi

Effect of exchange rates on cash and cash equtgalen
Net change in cash and cash equival

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes.

Six Months Ended June 30

2006 2005
$ 2782 $ (5151
14,592 15,08(
303 (101)
(330) —
721 —
(16) 83
21 —
2,65¢ 6,281
(6,354) 8,97t
6,76E 2,952
(1,57€) (2,428)
(2,827) (1,59¢)
16,74% 24,09¢
(9,570) (4,55()
(3,161) (15,039
35 2,17¢
(80) (41)
(500) —
(13,276  (17,45))
7,082 1,041
(19,58¢) (176)
(11,60%) 865
(335) 1,572
(8,470) 9,08C
124,49¢ 100,27¢
$ 116,02¢ $ 109,35¢




VEECO INSTRUMENTS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed consolidetaxdial statements have been prepared in accadasitit accounting
principles generally accepted in the United Stedeiterim financial information and with the imgttions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not includédadlthe information and footnotes required by W8nerally accepted accounting
principles for complete financial statements. la ¢ipinion of management, all adjustments consideeedssary for a fair presentation
(consisting of normal recurring accruals) have hieeluded. Operating results for the three andsixths ended June 30, 2006, are not
necessarily indicative of the results that may Xygeeted for the year ending December 31, 2006.furtrer information, refer to the financ
statements and footnotes thereto included in thegamy’s Annual Report on Form 10-K for the yearesh®ecember 31, 2005.

Earnings (Loss) Per Sha

The following table sets forth the reconciliatioihweighted average shares outstanding and dilutighted average shares
outstanding:

Three months ended June 3( Six months ended June 3C
2006 2005 2006 2005
(In thousands)
Weighted average shares outstant 30,322 29,86: 30,20¢ 29,85¢
Dilutive effect of stock options and restrictedcit@wards 932 — 738 —
Dilutive weighted average shares outstanding 31,254 29,86: 30,94¢ 29,85¢

Net income and diluted net income per common sh@eomputed using the weighted average numbesrmfron and common
equivalent shares outstanding during the perioé. &ffect of approximately 140,000 and 158,000 comequivalent shares for the three and
six months ended June 30, 2005, respectively, aetiedilutive, and therefore are not included ia theighted average shares outstanding.

In addition, the effect of the assumed conversiosubordinated convertible notes into approxima&eB/million and 5.3 million
common equivalent shares is antidilutive, and tloeesis not included in the weighted shares outiitapfor the three and six months ended
June 30, 2006, respectively. The effect of themesl conversion of subordinated convertible natesapproximately 5.7 million common
equivalent shares is antidilutive, and therefoneosincluded in the weighted average shares mdstg for the comparable prior year peric

Share-Based Compensation

As of June 30, 2006, the Company has stock optidrrastricted stock plans, which are described rhdhgin Note 2. In addition,
the Company assumed certain stock option plansagreéments in connection with various acquisitiassalso discussed in Note 2. Prior to
2006, the Company accounted for these stock optenms under the recognition and measurement ptescgf Accounting Principles Board
(“APB”) Opinion No. 25,Accounting for Stock Issued to Employees] related interpretations and generally, no carsgion expense was
reflected in net income as all options granted utiigse plans had an exercise price equal to thikehealue of the underlying common st
on the date of grant. Effective January 1, 2006,Gompany adopted Statement of Financial Accour8tagdards (“SFAS”) No. 123(R),
Share-Based Paymenivhich is a revision of SFAS No. 128¢counting for Stock-Based Compensatisaopersedes APB No. 25 and amends
SFAS No. 95Statement of Cash FlowsGenerally, the approach in SFAS No. 123(R)risilar to the approach described in SFAS No. 123.
However, SFAS No. 123(R) requires all share-basgungnts to employees and non-employee directarsidimg grants of stock options, to
be recognized in the income statement based onfttievalues. Pro forma disclosure is no longealarnative. SFAS No. 123(R) was
adopted using the modified prospective method pfieation, which requires




Veeco to recognize compensation expense on a @ibapeasis. Therefore, prior period financial staénts have not been restated. Under
this method, in addition to reflecting compensatapense for new share-based awards, expense ireatgnized to reflect the remaining
service period of awards that had been includaberpro forma disclosures in prior periods. SFAS N23(R) also requires the benefits of
tax deductions in excess of recognized compensatisnto be reported as a financing cash flow gratian as an operating cash flow as
required under previous accounting literature, Whiwas the effect of reducing consolidated cashdlfyom operations and increasing cash
flows from financing activities in periods afteragation. For the three and six months ended Jun2Q@IB, the Company did not recognize
amount of consolidated financing cash flows forhsagcess tax deductions.

Total share-based compensation expense is attoileutathe remaining requisite service periodstotls options and restricted
common stock awards. For the three and six momtieceJune 30, 2006, the Company granted 146,20R spiions and 198,250 restricted
common stock awards to its directors, officers amgbloyees. As a result of adopting SFAS No. 123i®),Company’s net income for the
three and six months ended June 30, 2006 was $hi@inand $0.3 million lower, respectively, th#rt had continued to account for share-
based compensation under APB No. 25. Net incomegemon share and diluted net income per commare $bathe three and six months
ended June 30, 2006, are less than $0.01 and BOvet, respectively, than if the Company had cargthto account for share-based
compensation under APB No. 25. As of June 30, 20@6total unrecognized compensation cost relatewihvested stock awards and option
awards is $5.1 million and $1.8 million, respedyyand the related weighted average period ovechwit is expected that such unrecognized
compensation costs will be recognized is approxga.5 years for the nonvested stock awards ahgears for option awards. Future share-
based compensation expense will depend on levalsark-based awards granted in the future anaftiter cannot be predicted at this time.

Prior to the Company’s adoption of SFAS No. 123@5AS No. 123 required that the Company providefpma information
regarding net loss and loss per share as if comfienscost for the Company’s stock-based awardsoead determined in accordance with
the fair value method prescribed therein. In acancg with SFAS No. 123, t he following table iliades the effect on net loss and net loss
per share if the Company had applied the fair vedgegnition provisions, under which compensatipease would be recognized as
incurred, to stock-based employee compensation.

Three months endec Six months endec

June 30, 200¢ June 30, 200¢

(In thousands, except per share amount:
Net loss, as reporte $ (449 $ (5,15))
Deduct: Total stock-based employee compensatioaresgodetermined under fair value based

method for all awards, net of related tax effe (21,192 (25,216

Pro forma net loss $ (21,641 $ (30,367)
Net loss per common sha
Net loss and diluted net loss per common shanested $ (0.02 $ (0.17)
Net loss and diluted net loss per common sharefgonoa $ (0.72) $ (1.02

Recent Accounting Pronounceme

In July 2006, the Financial Accounting Standardafq“FASB”) issued FASB Interpretation No. (“FIN4B, Accounting for
Uncertainty in Income Taxes, an interpretation &f3B Statement No. 109, Accounting for Income Taxi®$48 clarifies the accounting and
disclosure for income taxes by defining the thrésiiar recognizing the benefits of tax return piosis in the financial statements as “more-
likely-than-not” to be sustained by the taxing auity. It also provides guidance on derecognitimeasurement and classification of income
tax uncertainties, along with any related inteegst penalties, accounting in interim periods, disaie and transition. FIN 48 is effective for
fiscal years beginning after December 15, 2006e Thmpany is currently assessing the impact of /8Mn its consolidated financial
position and results of operations.
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Note 2—Share-Based Payments
Stock Option and Restricted Stock Plans

The Company has several stock option and restrittezk plans. The Veeco Instruments Inc. 2000 Shtockntive Plan, as amended,
(the “2000 Plan”), was approved by the Board oEbiors and shareholders in May 2000. The 2000 gtarides for the grant to officers and
key employees of up to 8,530,000 options (1,776¢§ibns are available for future grants as of BMe2006) to purchase shares of comi
stock of the Company. Stock options granted pursioatie 2000 Plan expire after seven years andrgéy become exercisable over a three-
year period following the grant date. However, gsanade under the 2000 Plan between June 17, 2@0Becember 23, 2005 beca
exercisable on or before December 31, 2005, andudnject to a resale restriction which provides tha shares issuable upon exercise of the
option may not be transferred prior to the secami\eersary of the option grant date. In additidve 2000 Plan provides for automatic annual
grants of 5,000 shares of restricted stock to eaember of the Board of Directors of the Company vehaot an employee of the Company.
Up to 1,700,000 of the awards authorized unde@@® Plan may be issued in the form of restrictedks(1,456,750 shares are available for
future grants as of June 30, 2006). In June 20@5Cobmpany granted 158,250 shares of restrictednoonstock to key employees, which
vest over three years, and in May 2006, grantedO@0shares of restricted common stock to the nopl@mae members of the Board of
Directors, which vest over a period of one year.

A summary of the Company’s restricted stock awasisf June 30, 2006, is presented below:

Weighted-
Average

Grant-Date

Shares
(00C's) Fair Value
Nonvested at beginning of ye 45 $ 15.6C
Granted 198 24.32
Vested — —
Forfeited — —
Nonvested at June 30, 20 243 $ 22.71

The Veeco Instruments Inc. 2000 Stock Option PtairiNion-Officer Employees (the “Non-Officer Planp& approved by the Board
of Directors in October 2000. The Non-Officer Pfaovided for the grant of stock options to non-cgfi employees to purchase shares of
common stock of the Company. Stock options grapteduant to the Non-Officer Plan become exercisabdz a three-year period following
the grant date and expire after seven years.

The Veeco Instruments Inc. Amended and Restated E&§loyees’ Stock Option Plan (the “1992 Planvided for the grant to
officers and key employees of stock options to pase shares of common stock of the Company. Statiddns granted pursuant to the 1992
Plan become exercisable over a three-year peritmhiog the grant date and expire after ten years.

The Veeco Instruments Inc. 1994 Stock Option PtarOiutside Directors, as amended, (the “Direct@gtion Plan”), provided for
automatic annual grants of stock options to eacimipee of the Board of Directors of the Company whaat an employee of the Company.
Such options are exercisable immediately and exgftes ten years.

The Non-Officer Plan, the 1992 Plan and the Dinett@ption Plan have been frozen; and, thus, thezeno options available for
future grant as of June 30, 2006 under these plans.

In addition to the plans described above, the Camppasumed certain stock option plans and agresmelating to the merger in
September 2001 with Applied Epi, Inc. (“Applied BpiThese stock option plans do not have optioralalile for future grants and expire
after ten years from the date of grant. Optionsige under two of the plans vested over three yamaioptions granted under one of the p
vested immediately. As of June 30, 2006, ther&@6e477 options outstanding under the various Agplipi plans. In addition, Veeco
assumed certain warrants related to Applied Epiclvivere in effect prior to the merger with Veetbese warrants expired in February
2006.

In May 2000, the Company assumed certain stocloogians and agreements related to CVC, Inc. amdn@mwealth Scientific
Corporation, a subsidiary of CVC, Inc., which wareffect prior to the merger with Veeco.

11




These plans do not have options available for éugwants, the options granted thereunder generadited over a three to five year
period and expire five to ten years from the dédtgrant. As of June 30, 2006, there are 7,251 aptmutstanding under the various CVC, Inc.
and Commonwealth Scientific Corporation plans.

With the adoption of SFAS No. 123(R) on Januar2d06, the Company is required to record the fdinevaf stock-based
compensation awards as an expense. In order tordetethe fair value of stock options on the ddtgrant, the Company applies the Black-
Scholes option-pricing model. Inherent in the maatel assumptions related to expected stock-prilzdility, option life, riskfree interest rat
and dividend yield. While the risk-free interesierand dividend yield are less subjective assumgtitypically based on factual data derived
from public sources, the expected stock-price Wilatnd option life assumptions require a levéjudlgment which make them critical
accounting estimates.

Beginning in the fourth quarter of 2005, the Compased an expected stopkice volatility assumption that is a combinatidrboth
historical and implied volatilities of the underyg stock, which are obtained from public data sesw®rior to that time, the Company based
this assumption solely on historical volatility.

With regard to the weighted-average option lifeuagstion, the Company considers the exercise beha¥igast grants and models
the pattern of aggregate exercises.

The fair value of each option granted during threg¢hand six months ended June 30, 2006, was estimatthe date of grant using the
Black-Scholes option-pricing model with the followi assumptions:

Weightec-average expected ste-price volatility 40%
Weightec-average expected option i 3 year:
Average ris-free interest rat 4.99%
Average dividend yieli 0%

The fair value of each option grant that was ureeksts of January 1, 2006, was estimated on theofigtant using the Black-Scholes
option-pricing model with the following assumptions

Weightec-average expected ste-price volatility 60%
Weightec-average expected option i 4 year:
Average ris-free interest rat 3.64%
Average dividend yieli 0%

A summary of the Company’s stock option plans aamaf for the six months ended June 30, 2006, septed below:

Weighted-
Average
Weighted- Remaining
Average Aggregate Contractual Life
Shares Exercise Intrinsic
(00C's) Price Value (000s) (in years)
Outstanding at beginning of yeal 7834 $ 24.81
Granted 146 23.61
Exercisec (454) 17.3¢
Forfeited (including cancelled
options) (292) 23.4¢
Outstanding at June 30, 2006 7234 $ 25.3C $ 21,03¢ 35
Options exercisable at June 30,
2006 6,98z $ 254 % 20,35(C 3.4

The weighted-average grant date fair value of stgtions granted for the three and six months eddeé 30, 2006 was $7.61. The
weighted-average grant date fair value of stockooptgranted for the three and six months ended 30n2005 was $8.05 and $7.99,
respectively. The total intrinsic value of stogitions exercised during the three and six montkieédune 30, 2006 was $2.8 million and
$3.2 million, respectively. The total intrinsiclua of stock options exercised during the threesiranonths ended June 30, 2005 was less
than $0.1 million and $0.1 million, respectively.
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The following table summarizes information abowic&toptions outstanding at June 30, 2006:

Options Outstanding

Options Exercisable

Weighteo-
Average
Number Remaining Number
Outstanding at Contractual Life Weighted- Outstanding at Weighted-
Range of Exercise June 30, 2006 Average June 30, 2006 Average
Prices (00C's) (in years) Exercise Price (00C's) Exercise Price
$0.27 97 45 $ 0.27 97 $ 0.27
10.25-15.35 223 4.8 14.62 180 14.62
15.45-23.11 3,82% 4.3 19.4¢ 3,76C 19.4¢
23.61-35.00 2,197 2.8 29.5¢ 2,051 30.0z
35.75-50.60 834 1.3 44.1¢ 834 44.1¢
54.35-72.00 60 2.9 55.91 60 55.91
7,234 35 $ 25.3C 6,982 $ 25.4E

On April 12, 2005, the Compensation Committee {Bemmittee”) of the Company’s Board of Directorgpapved the acceleration
of vesting for unvested, out-of-the-money stockap granted under the Company’s stock option ptaits to September 1, 2004. An
option was considered out-of-the-money if the aptaercise price was greater than the closing mfitke Company’s common stock on the
NASDAQ National Market on April 11, 2005 ($15.2&)e last trading day before the Committee apprdaliedicceleration. As a result of t
action, options to purchase approximately 2,522 gl0es of the Company’s common stock became inatedgliexercisable, including
options held by the Company’s executive officerptiocchase approximately 852,000 shares of comnuak stThe weighted average exercise
price of the options for which vesting was accdktavas $21.24.

The purpose of the accelerated vesting was to dutiide compensation expense of approximately $ligon in 2006 and $3.6
million in 2007 associated with these options thatCompany would otherwise recognize in its Cadatéd Statements of Operations upon
the adoption of SFAS No. 123(R) (see Note 1) addition, many of these options had exerpisees significantly in excess of current mau
values and were not providing an effective mearengbloyee retention and incentive compensation.

Employee Stock Purchase PI

Under the Veeco Instruments Inc. Amended and Rastamployee Stock Purchase Plan (the “ESP Plam)Company is
authorized to issue up to 2,000,000 shares of camstuxk to its full-time U.S. employees, nearlyailivhom are eligible to participate.
Under the terms of the ESP Plan, employees carsehtochave up to 10% of their annual base earniithsield to purchase the Company’s
common stock. The purchase price of the stock dsieé 30, 2006 was 95% of the end-of-offering men@rket price and qualifies as a
noncompensatory employee stock purchase plan Betgion 423 of the Internal Revenue Code.
Shares Reserved for Future Issuance

As of June 30, 2006, the Company has reservedtloeving shares for future issuance related to:

Issuance upon exercise of stock options and issuafinestricted stoc 9,010,50!
Issuance upon conversion of subordinated 5,193,45¢
Issuance of shares pursuant to the ESP Plan 1,453,58:
Total shares reserved 15,657,54.

Preferred Stocl

The Board of Directors of the Company has autharitgter the Company’s Certificate of Incorporationssue shares of preferred
stock with voting and economic rights to be deteediby the Board or Directors.
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Note 3—Balance Sheet Information
Inventories

Inventories have been determined by lower of qmén¢ipally first-in, first-out) or market. Inveaties consist of:

June 30, 200¢ December 31, 200

(In thousands)
Raw materials $ 51,932 $ 45,357
Work in progres: 32,46¢ 33,307
Finished goods 11,74z 10,24(
$ 96,144 $ 88,90¢

Accrued Warrant

The Company estimates the costs that may be irtunrder the warranty it provides and recognizeaakality in the amount of such
costs at the time the related revenue is recognigedtors that affect the Company’s warranty ligbinclude product failure rates, material
usage and labor costs incurred in correcting profdilares during the warranty period. The Compgpayiodically assesses the adequacy of
its recognized warranty liability and adjusts tinecaint as necessary. Changes in the Company’sntaiiability during the period are as
follows:

Six Months Ended June 30
2006 2005
(In thousands)

Balance as of January $ 6671 $ 6,771
Warranties issued during the per 3,353 2,833
Settlements made during the period (3,264) (3,160)
Balance as of June 30 $ 6,76C $ 6,444

Note 4—Segment Information

As of January 1, 2006, the Company changed its geanant structure in a manner that caused the catigposf its reportable
segments to change. The Company currently manhgdaisiness, reviews operating results and assesdesmance, as well as allocates
resources, based upon two separate reporting sé¢gridéle Company merged the former lon Beam and Btdchl Process Equipment
segment and the Epitaxial Process Equipment segmtentne reporting segment. The new Process Eqnpsegment combines the etch,
deposition, dicing and slicing products sold mostlylata storage customers and the molecular bpéaaxg and metal organic chemical va
deposition products primarily sold to high brighdadight emitting diode and wireless telecommunicest customers. This segment includes
production facilities in Plainview, New York, Ftolins, Colorado, Camarillo, California, St. PaMinnesota and Somerset, New Jersey. The
Metrology segment remains unchanged and represgatpment that is used to provide critical surfammasurements on products such as
semiconductor devices and thin film magnetic headbincludes Veeco’s broad line of atomic forcerogcopes, optical interferometers and
stylus profilers sold to semiconductor customeasa dtorage customers and thousands of reseailitieand scientific centers. This
segment includes production facilities in SantabRga, California and Tucson, Arizona. Accordinghe Company has restated segment
information for the prior periods presented.

The Company evaluates the performance of its raplersegments based on income or loss from opesdtiefore interest, income
taxes and amortization (“EBITA”). The accountindipies of the reportable segments are the samieose described in the summary of
significant accounting policies. Items excludedrreegment 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 tables present certain data pertgnmthe reportable product segments of the Compadya reconciliation of EBIT,
to income (loss) before income taxes for the tlaree six months ended June 30, 2006 and 2005, aijband total assets as of June 30,
2006 and December 31, 2005 (in thousands):

Unallocated
Process Corporate
Equipment Metrology Amount Total
Three Months Ended June 30, 2006
Net sales $ 67,361 $ 44,27/ 3 — $ 111,63¢
Income (loss) before interest, taxes, amortizadiod certain items (EBITA 7,801 6,31€ (4,521) 9,59€
Interest expense, n — — 1,14¢ 1,14¢
Amortization expens 3,28¢ 441 260 3,98¢
Income (loss) before income tax 4,513 5,87t (5,930 4,45¢
Three Months Ended June 30, 2005
Net sales $ 61,157 $ 42,25¢ $ — $ 103,41¢
Income (loss) before interest, taxes, amortizadiod certain items (EBITA 2,26¢ 6,517 (2,728) 6,05¢
Interest expense, n — — 1,95¢ 1,95¢
Amortization expens 3,294 457 275 4,02€
(Loss) income before income tax (1,025) 6,06C (4,962) 73
Six Months Ended June 30, 2006
Net sales $ 120,55: $ 85,001 $ — $ 205,55¢
Income (loss) before interest, taxes, amortizadiod certain items (EBITA 9,677 11,92¢ (6,35E) 15,25(
Interest expense, n — — 2,527 2,527
Amortization expens 6,57¢€ 895 533 8,004
Other items — — (330) (330)
Income (loss) before income tax 3,101 11,03: (9,08%) 5,04¢
Six Months Ended June 30, 200
Net sales $ 11151¢ $ 85,74€ $ — $ 197,26¢
(Loss) income before interest, taxes, amortizadiot certain items (EBITA (433) 14,27¢ (5,159 8,693
Interest expense, n — — 4,10% 4,10%
Amortization expens 6,88¢ 1,03¢ 590 8,51€
(Loss) income before income tax (7,321 13,241 (9,84¢) (3,928

15




Unallocated

Process Corporate
Equipment Metrology Amount Total

As of June 30, 200t

Goodwill $ 7025¢ $ 29,36¢ $ — $ 99,627
Total asset 297,03t 136,90: 130,11: 564,05t
As of December 31, 200

Goodwill $ 7025¢ $ 29,36¢ $ — $ 99,622
Total asset 300,617 132,92¢ 134,31t 567,86(

Corporate total assets are comprised principallyash at June 30, 2006 and December 31, 2005.
Note 5—Comprehensive Income (Loss)

Total comprehensive income (loss) was $4.0 mildod $4.5 million for the three and six months endlete 30, 2006, and ($2.4)
million and ($8.7) million for the three and six ntbs ended 2005, respectively. The Company’s congmsgve income (loss) is comprised of
net income (loss) and foreign currency translagidjustments.

Note 6—Other Matters

As of June 30, 2006, the Company has outstandifg.®2million of 4.125% convertible subordinatedest During the first quarter
of 2006, the Company repurchased $20.0 milliortohotes, reducing the amount outstanding from $2&0llion to $200.0 million. The
repurchase amount was $19.5 million in cash, otw$i19.4 million related to principal and $0.1 ioifl related to accrued interest. As a
result of the repurchase, the Company recordedinafigan the early extinguishment of debt in the ammioof $0.6 million, offset by a $0.3
million proportionate reduction in the related dede financing costs for a net gain of $0.3 million

In conjunction with a cost reduction plan announibgdhe Company in October 2005, the Company rezegdra restructuring
charge of approximately $1.2 million in the foudtarter of 2005. The $1.2 million charge consistepersonnel severance costs for
approximately 37 employees which included managénagiministration and manufacturing employees ledat the Company’s Plainview,
New York, Camarillo, California and Somerset, Neansgy Process Equipment operations and the Sarttar@aCalifornia Metrolog
operations. As of June 30, 2006, approximately #iillon has been paid and approximately $0.2 wllremains in accrued expenses. The
Company expects to pay the remainder by the faqutirter of 2006.

A reconciliation of the liability for the 2005 restturing charge for severance costs is as follgavmillions):

Process
Equipment Metrology Total
Charged to accrual $ 08 ¢ 04 % 1.2
Cash payments during 2005 0.2 0.1 0.3
Balance as of December 31, 2005 0.6 0.3 0.9
Cash payments during the six months ended Jun2086, 0.5 0.2 0.7
Balance as of June 30, 2006 $ 01 $ 01 $ 0.2

Note 7—Business Acquisition and Related Party Trartion

In May 2006, Veeco invested $0.5 million to puraa9.9% of the common stock of Fluens Corporatituéns”). Approximately
31% of Fluens is owned by a Vice President of Veé¢eeco and Fluens plan to jointly develop a rgetteration process for high-rate
deposition of aluminum oxide for data storage apions. If this development is successful andchupe satisfaction of certain additional
conditions by May 2009, Veeco will be obligatedhtorchase the balance of the outstanding stockusrsl for $3.0 million and pay an earn-
out. In April 2006, Veeco issued a $0.8 milliorrghase order to Fluens for a reactive sputterimmsigion system. Veeco had advanced
approximately $0.4 million against this purchasgeoras of June 30, 2006.
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Item 2. Management’s Discussion and Analysis of Financial@dition and Results of Operations.
Executive Summary:

Veeco designs, manufactures, markets and servigesad line of equipment primarily used by manufeets in the data storage,
scientific and industrial research, semicondudi@h-brightness light emitting diode (“HB-LED") andireless industries. These industries
help create a wide range of information age praglsath as computer integrated circuits, persomapaters, hard disk drives, network
servers, digital cameras, wireless phones, TVagebbxes, personal music/video players and persbgighl assistants. The Compagydroac
line of products features leading edge technolaogyalows customers to improve time-to-market @fitmext generation products. Veeco’s
products are also enabling advancements in theiggofields of nanoscience, nanobiology and otheasiof scientific and industrial resea

The Company currently manages the business, re\apersating results and assesses performance, basasdlocates resources,
based upon two separate reporting segments. Adamfary 1, 2006, the Company merged the formeB&am and Mechanical Process
Equipment segment and the Epitaxial Process Equipsegment into one reporting segment. The newaBsEquipment segment combines
the etch, deposition, dicing and slicing productsl snostly to data storage customers and the miaslebeam epitaxy (“MBE”) and metal
organic chemical vapor deposition (“MOCVD") prodsigtrimarily sold to HB-LED and wireless telecomnuations customers. The
Metrology segment remains unchanged and represgoipment that is used to provide critical surfaessurements on products such as
semiconductor devices and thin film magnetic headbincludes Veeco’s broad line of atomic forceroscopes (“AFMs”), optical
interferometers and stylus profilers sold to seméactor customers, data storage customers andahdsi®f research facilities and scientific
centers. This equipment allows customers to mottit@ir products throughout the manufacturing pred¢esrder to improve yields, reduce
costs and improve product quality. The Company’sroh@gy solutions are also key research instrumasési by many universities, scientific
laboratories and industrial applications.

Veeco currently maintains manufacturing faciliie#\rizona, California, Colorado, Minnesota, Newsky and New York, with
sales and service locations around the world. Batteeco’s products is currently manufacturedntyane location, as management
believes that the technological know-how and pieniseeded to make each of the Company’s prodadtsines specialized expertise.

Highlights of the Second Quarter of 2006:
* Revenue was $111.6 million, an 8% increase oves¢lend quarter of 2005.
»  Orders were $143.2 million, up 21% from the secgudrter of 2005.
»  Gross margin was 44.5%, up from 42.0% for the seécprarter of 2005.

* Netincome was $3.0 million, or $0.10 per sharepgared to a loss of ($0.4) million, or ($0.02) pkare, in the second quarter of
2005.

Highlights of the First Half of 2006:
*  Revenue was $205.6 million, a 4% increase ovefitsichalf of 2005.
*  Orders were $269.9 million, up 24% from the compkr&005 period.
e Gross margin was 44.5%, up from 41.0% for the fiedf of 2005.

*  Netincome was $2.8 million, or $0.9 per share, parad to a loss of ($5.2) million, or ($0.17) pear® in the comparable prior y
period.
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Current Business Conditions/Outlook:

In the first half of 2006, Veeco’s revenues wer@%8 million, up $8.3 million from $197.3 milliomithe first six months of 2005.
Operating income for the first half of 2006 wasZbmillion, compared to $0.2 million in the priorareperiod. Net income for the first six
months of 2006 was $2.8 million, or diluted netane of $0.09 per share, compared to a net losk5a2) million, or diluted net loss of
($0.17) per share, for the first six months of 2005

Veeco’s orders for the first half of 2006 were $26@illion, reflecting double digit market growth data storage and in HB-
LED/wireless. Within the strong order rate, Veeatésa storage orders increased 34% from the pear geriod to $141.8 million. Another
area of strength was in HB-LED/wireless, which mé@d orders of $51.7 million, up 90% from the piyear period. The strong order rate for
the first half of 2006 reflects market growth inteedded storage for consumer electronic applicatitveshard drive industry’s investment in
capacity requirements as well as technology chasgels as perpendicular recording, and the beginofihtB-LED backlighting for emergin
applications such as personal computers and fleglggalevisions.

Veeco is continuing its strategy for growth as veallits focus on improving profitability and grasargin performance. For the
remainder of 2006, the Company has planned sigmfinoew product introductions in both the Procegsifinent and Metrology business
units, which are expected to provide an opportuitityrevenue growth. Veeco has forecasted that 28@8nues will grow by approximately
11-13% over 2005 to $455-$465 million. In additiconsumer spending on many types of electrorassritreased and various worldwide
regions, such as the Asia-Pacific region, are égpeing growth. The Company reviews a number oiciwrs to predict the strength of its
markets going forward, including plant utilizatitends, capacity requirements and capital spendamgls. Many of these trends have
remained positive through the current year. HowevVeeco currently anticipates its orders in thedtiquarter will decrease from the strong
second quarter rate due to the seasonal buyingrpatthat the Company has experienced in recend.y@de Company believes that orders
will recover again in the fourth quarter.

Technology changes are continuing in all of Vescoarkets: the continued increase of 80 GB haredrand investment in 120 GB h
drives in data storage; the increased use of “ndriVes in consumer electronic applications; theréased use of Veeco’s automated
AFMs for 65 nanometer and below semiconductor appitins; the opportunity for Veeco’'s MOCVD and MBEbducts to further penetrate
the emerging wireless and HB-LED markets. Veec@hes$ that these changes, together with the cadifunding of nanoscience research,
will prompt customers to seek the Company’s nextegation solutions to address their manufacturimdjtachnology challenges.

The Company’s goal is to continue to increase gnoagins in 2006, with improvements in both Prodegsipment and Metrology.
Veeco has forecasted that gross margins will irsrdam 42.4% in 2005 to approximately 45% in 2866 has already realized gross
margins of 44.5% for the first half of the year.e¢e anticipates that progress in this area wiltioole to come from increased sales volume,
the introduction of new products with higher grosargins, and better supply chain management, imgjunutsourcing of new products and
development of common hardware and software plator
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Results of Operations:
Three Months Ended June 30, 2006 and 2005
The following tables show selected items of Vee&@msolidated Statements of Operations, percent#gedes and comparisons

between the three months ended June 30, 2006 &3da2@ the analysis of sales and orders for the g@rmods by segment, industry and
regions (in thousands):

Three Months ended

June 30, Dollar
2006 2005 Change

Net sales $ 111,63¢ 100.C% $ 103,41: 100.C% $ 8,22C
Cost of sales 61,92: 55.5 59,98¢ 58.C 1,934
Gross profit 49,712 44.5 43,42¢ 42.C 6,28€
Operating expense

Selling, general and administrative expe 24,99¢ 22.4 21,43¢ 20.7 3,561

Research and development expe 15,252 13.7 15,86: 15.3 (611)

Amortization expens 3,98¢ 3.5 4,02€ 3.9 (37)

Other (income) expense, net (132 (0.1) 70 0.1 (202)
Total operating expenses 44,10¢ 39.5 41,394 40.C 2,711
Operating income 5,607 5.0 2,032 2.0 3,57¢
Interest expense, net 1,14¢ 1.0 1,95¢ 1.9 (810
Income before income taxes 4,45€ 4.0 73 0.1 4,38t
Income tax provision 1,432 1.3 522 0.5 911
Net income (loss $ 3,02t 2.7% % (449 0.49% $ 3,474

Sales Orders
Three Months ended Dollar and Three Months ended Dollar and Book to Bill
June 30, Percentage June 30, Percentage Ratio
Change Change
2006 2005 Year to Year 2006 2005 Year to Year 2006 2005

Segment Analysis

Process Equipmel $ 67,361% 61,157$ 6,204 10.1% $ 94,30¢$ 68,387 $ 25,927 37.9% 1.40 1.12

Metrology 44,274 42,25¢ 2,01€ 4.8 48,89¢ 50,16€ (1,267) (2.5) 1.10 1.19

Total $ 111,63t $ 103,41t $  8,22C 7.9% $ 143,20t $ 118,55: $ 24,65E 20.8% 1.28 1.15
Industry Analysis

Data Storag $ 53,10t$ 47,37($ 573 12.1% $ 71,44€$ 60,391 $ 11,05% 18.3% 1.35 1.27

HB-LED/wireless 18,42¢ 13,90¢ 4,51¢ 325 27,40¢ 13,27¢ 14,127 106.4 1.49 0.95

Semiconducto 12,44¢ 16,89¢ (4,448) (26.3) 19,997 18,96¢€ 1,031 5.4 1.61 1.12

Research and Industrial 27,65¢ 25,24 2,414 9.6 24,36( 25,91¢ (1,55€) (6.0) 0.88 1.03

Total $ 111,63t $ 103,41t $  8,22C 7.9% $ 143,20t $ 118,55: $  24,65¢ 20.8% 1.28 1.15
Regional Analysis

us $ 3224.% 2984z % 2,402 8.0% $ 51,81z$ 31,36( $ 20,45: 65.2% 1.61 1.05

Europe 16,09t 23,00€ (6,911) (30.0) 9,64¢ 22,72¢ (13,080 (57.6) 0.60 0.99

Japar 11,297 20,76¢ (9,472) (45.6) 19,59¢ 19,06( 536 2.8 1.73 0.92

Asia-Pacific 51,99¢ 29,79¢ 22,201 74.5 62,152  45,40F 16,747 36.9 1.20 1.52

Total $ 111,63t $ 103,41t $ 8,22 7.9% $ 143,20t $ 118,55: $  24,65¢ 20.8% 1.28 1.15

Net sales of $111.6 million for the second quanfe2006 were up $8.2 million compared to the seaqnatter of 2005. By segment,
process equipment sales were up $6.2 million dt%0The increase in process equipment sales isphntue to an increase in sales to data
storage customers driven by an increase in theugtimh of data storage devices. Metrology salessimsed $2.0 million primarily due to
increased AFM sales to the research and industidakets. By region, net sales increased by 74158820% in Asia-Pacific and the U.S.,
respectively, while sales in Japan and Europe mettlby 45.6% and 30.0%, respectively. The Compatig\es that there will continue to be
quarter-to-quarter variations in the geographitrithgtion of sales.
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Orders of $143.2 million for the second quarteR@®6 increased by $24.7 million, or 20.8%, from ¢henparable 2005 period. By
segment, the 37.9% increase in process equipmeéatowas primarily driven by continued market griowt the data storage and HB-
LED/wireless sectors reflecting growth in embeddtatage in consumer electronics, continued investimeperpendicular recording
technology, and HB-LED backlighting of small arést panel displays. The 2.5% decrease in metrotwdgrs was due to a $4.5 million
decrease in orders for optical metrology prodygastially offset by a $3.2 million increase in orsiéor AFM products.

The Company’s book-to-bill ratio for the second geaof 2006, which is calculated by dividing orsieeceived in a given time
period by revenue recognized in the same time gevas 1.28. The Company’s backlog as of June @06 & $159.1 million, compared to
$114.1 million as of December 31, 2005. Duringdbarter ended June 30, 2006, the Company expeddrazklog adjustments and order
cancellations of $10.5 million, primarily in the HEED/wireless industry for MOCVD products. The Caany also experienced reschedu
of order delivery dates by customers. Due to chenlgusiness conditions and customer requiremémgsCompany may continue to
experience cancellations and/or rescheduling oérstd

Gross profit for the quarter ended June 30, 20@8&, 44.5%, as compared to 42.0% in the second quér2€05. Process equipment
gross margins increased from 36.7% to 40.3%, piiyndue to an increase in sales volume of $6.2iam|lfavorable product mix, cost
reductions and improved supply chain managemerithathcluded outsourcing in this segment. Metrglggoss margins increased to 51.0%
from 49.7%, principally due to higher sales voluamel favorable product mix of optical metrology pwots.

Selling, general and administrative expenses w2Bse0million, or 22.4% of sales in the second qeraof 2006, compared with $2:
million, or 20.7%, in the comparable prior yearipdr The $3.6 million increase is primarily attithble to annual incentive compensation
related expenses, including stock options, restiishares, severance and cash incentives as vegihaal salary increases. In addition,
selling, general and administrative expenses isegaue to litigation related expenses for ther#éesiclass action and consolidated
derivative action lawsuits as well as expansiofiedfl sales and marketing personnel to supporCiimpanys new product introductions a
the Company'’s Asia-Pacific operations.

Research and development expense totaled $15i8mmillthe second quarter of 2006, a decrease .6fi@dlion from the second
quarter of 2005, primarily due to the timing of npreduct development efforts in AFM and MOCVD. &gpercentage of sales, research and
development decreased in the second quarter of 2008.7% from 15.3% for the comparable prior ygeniod.

Amortization expense remained flat at $4.0 milliorthe second quarter of 2006 compared with thersquarter of 2005.

Net interest expense in the second quarter of 2236%$1.1 million compared to $2.0 million in thesed quarter of 2005. This
reduction was due to an increase in interest @tdshigher cash balances invested during the sepoantier of 2006 compared to the
comparable prior year period, as well as the redudh interest expense related to the early existynent of debt.

Income tax provision for the quarter ended June2806 was $1.4 million compared to $0.5 milliorthe second quarter of 2005.
The 2006 provision for income taxes included $1lillian relating to Veeco’s foreign operations whicbntinue to be profitable and $0.3
million relating to the Company’s domestic operasio Due to significant domestic net operatingdsssvhich are fully reserved by a
valuation allowance, Veeco’s domestic operatioesnat expected to incur significant income taxegte foreseeable future. The 2005
provision for income taxes of $0.5 million relatedvVeeco’s foreign operations, which were profieabl
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Six Months Ended June 30, 2006 and 2005

The following tables show selected items of Vee@dmsolidated Statements of Operations, percentz#gedes and comparisons
between the six months ended June 30, 2006 and aA63he analysis of sales and orders for the gmmeds by segment, industry and
regions (in thousands):

Six Months ended

June 30, Dollar
2006 2005 Change
Net sales $205,55: 100.0%%6 $197,26¢ 100.% $ 8,28¢
Cost of sales 114,07: 55.5 116,30 59.0 (2,235
Gross profit 91,481 44.5 80,95¢ 41.0 10,52:
Operating expense
Selling, general and administrative expe 46,32¢ 22.6 41,60¢ 21.1 4,72C
Research and development expe 29,83¢ 14.5 30,687 15.5 (849
Amortization expens 8,004 3.9 8,51¢€ 4.3 (512
Other expense (income), net 67 — (28) — 95
Total operating expenses 84,23¢ 41.C 80,781 40.9 3,454
Operating income 7,24¢€ 35 177 0.1 7,06¢
Interest expense, n 2,527 1.2 4,10% 2.1 (1,579
Gain on extinguishment of debt (330 (0.2 — — (330
Income (loss) before income taxes 5,04¢ 25 (3,929 (2.0 8,977
Income tax provision 2,26€ 1.1 1,22¢ 0.6 1,04z
Net income (loss $ 2,788 1.4% $ (5,15 26%$ 7,934
Sales Orders
Six Months ended F?grlgnatlgge Six Months ended Eg::;rn?;ge Book to Bill
__ June30, Change __ June30, Change __ Rato
2006 2005 Year to Year 2006 2005 Year to Year 2006 2005
2006 2005 0000 0000 2006 2005 0000 0000 2006 2005
Segment Analysis
Process Equipmel $120,55: $111,51¢ $ 9,032 8.1% $177,80: $123,81: $ 53,99C 43.6% 1.47 1.11
Metrology 85,001 _ 85,74¢€ (745) (0.9 92,10C _ 93,67¢ _ (1,579 @7 1.08 1.09
Total $205,55: $197,26F $ 8,28¢ 4.2% $269,90: $217,49( § 52,41z 24.1% 1.31 1.10
Industry Analysis
Data Storag $ 93,18¢ $ 72,985 $ 20,20% 27.7% $141,83: $105,69¢ $ 36,13¢ 34.2% 1.52 1.45
HB-LED/wireless 33,52  36,20¢ (2,689 (7.4 51,732 27,24 24,487 89.9 1.54 0.75
Semiconducto 23,757  34,25C (10,499 (30.6 30,098 33,394 (3,299 9.9 1.27 0.98
Research and Industrial 55,08¢ 53,821 1,267 2.4 46,247 51,157 (4,914 (9.6) 0.84 0.95
Total $205,55: $197,265 $ 8,28¢ 4.2% $269,90: $217,49( § 52,417 24.1% 1.31 1.10
Regional Analysis
us $ 64,445 $ 62,60z $ 1,847 29% $ 88,38¢ $ 68,624 $ 19,76¢ 28.8% 1.37 1.10
Europe 34,45C  44,20C (9,750 (22.9) 26,816 32,70z (5,88 (18.0 0.78 0.74
Japar 26,29¢ 34,984 (8,68 (24.9 31,174 36,411 (5,237 (14.4 1.19 1.04
Asia-Pacific 80,36C _ 55,47¢ _ 24,881 44.8 123,52¢ 79,753 43,771 54.9 1.54 1.44
Total $205,55: $197,265 $ 8,28¢ 4.2% $269,90. $217,49( § 52,41Z 24.1% 1.31 1.10

Net sales of $205.6 million for the six months ethdane 30, 2006 were up $8.3 million compared ¢éostk months ended June 30,
2005. By segment, process equipment sales wer8.0mdillion or 8.1%. The increase in process eqeipnsales is primarily due to sales to
data storage customers driven by an increase iprtftiuction of data storage devices. Metrologgsdecreased $0.7 million, primarily due
to decreased optical metrology sales. By regialessin Asia-Pacific increased by 44.8%, while sateJapan and Europe declined by 24.8%
and 22.1%, respectively. The Company believesttieae will continue to be period-to-period vamaits in the geographic distribution of
sales.
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Orders of $269.9 million for the six months endadel 30, 2006 increased by $52.4 million, or 24.fiém the comparable 2005
period. By segment, the 43.6% increase in proogspment orders was primarily driven by the condéidstrong data storage industry
conditions resulting from the expanded use of lalieks in consumer electronics as well as imprax@utlitions in the HB-LED/wireless
market. The 1.7% decrease in metrology ordersduado a $1.5 million decrease in optical metrolpgyducts and a $0.1 million decreas
AFM products.

The Company’s book-to-bill ratio for the six montrsded June 30, 2006, which is calculated by digdirders received in a given
time period by revenue recognized in the same per®d was 1.31. The Companyacklog as of June 30, 2006 is $159.1 million, caregd
to $114.1 million as of December 31, 2005. During $ix months ended June 30, 2006, the Companyierped backlog adjustments and
order cancellations of $19.3 million, primarilytime HB-LED/wireless industry for MOCVD productsh& Company also experienced
rescheduling of order delivery dates by customé&nse to changing business conditions and custoetglitrements, the Company may
continue to experience cancellations and/or resdhrepof orders.

Gross profit for the six months ended June 30, 20@6 44.5%, as compared to 41.0% in the compapaineyear period. Process
equipment gross margins increased to 39.3% fro®83primarily due to an increase in sales volum$%0 million, favorable product mix,
cost reductions and improved supply chain managemich included outsourcing in this segment. fdietgy gross margins increased to
51.9% from 50.7%, principally due to better produnix.

Selling, general and administrative expenses w&6e3dmillion, or 22.6% of sales in the six monthsied June 30, 2006, compared
with $41.6 million, or 21.1% of sales in the six migs ended June 30, 2005. The $4.7 million increapamarily attributable to annual
incentive related compensation expenses, inclustiogk options, restricted shares, severance atdimesntives as well as annual salary
increases. In addition, selling, general and agtrative expenses increased due to litigationtedlaxpenses for the securities class action
and consolidated derivative action lawsuits as agkxpansion of field sales and marketing perddarsupport the Company’s new product
introductions and the Company’s Asia-Pacific odere.

Research and development expense totaled $29i8mill the six months ended June 30, 2006, a dseres$0.8 million from the
comparable period of 2005, primarily due to theinignof new product development efforts. As a petage of sales, research and
development decreased during the 2006 period &4 4rom 15.5% for the comparable 2005 period.

Amortization expense totaled $8.0 million in the sionths ended June 30, 2006, compared with $8lBmin the prior year perioc
due to certain intangible assets becoming fully rdized.

During the six months ended June 30, 2006, the @osnpepurchased $20.0 million aggregate principaant of its 4.125%
convertible subordinated notes. As a result of thmirchase, the amount of convertible subordinatges outstanding was reduced to $200.0
million, and the Company recorded a gain from thyeextinguishment of debt in the amount of $0i8iom, offset by a $0.3 million
proportionate reduction in the related deferredriiting costs, for a net gain of $0.3 million.

Net interest expense in the six months ended JOn20®6 was $2.5 million compared to $4.1 milliarthe prior year period. This
reduction was due to an increase in interest @tdshigher cash balances invested during the sithe@nded June 30, 2006, compared t
six months ended June 30, 2005, as well as thetiedun interest expense related to the earlyngxtishment of debt.

Income tax provision for the six months ended BMe2006 was $2.3 million compared to $1.2 milliorihe prior year period. The
2006 provision for income taxes included $1.7 millrelating to Veeco’s foreign operations, whichtimwue to be profitable, and $0.6 million
relating to the Company’s domestic operations. fausignificant domestic net operating losses, Wiaie fully reserved by a valuation
allowance, Veeco’s domestic operations are notarpleto incur significant income taxes for the &meable future. The 2005 provision for
income taxes of $1.2 million primarily related t@e&co’s foreign operations, which were profitable.
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Liquidity and Capital Resources

Historically, Veeco’s principal capital requiremsiiitave included the funding of acquisitions andtahpxpenditures. The Company
generates cash from operations, revolving credilifies and debt and stock issuances. Veeco'stalbd generate sufficient cash flows from
operations is primarily dependent on the contindexshand for the Company’s products and services.

The Company had a net decrease in cash of $8.lmitir the six months ended June 30, 2006 fromebDdxer 31, 2005. Cash
provided by operations was $16.7 million for the&gipd, as compared to cash provided by operatibi24.1 million for the comparable 20
period. Net income (loss) adjusted for non-cagisterovided operating cash flows of $18.1 million the six months ended June 30, 2006,
compared to $9.9 million for the comparable 2008qgke Included in the net cash provided by operetifor the six months ended June 30,
2006, was an increase in net operating assetdatilities of $1.3 million. Accounts receivable deased $2.7 million during the six months
ended June 30, 2006, primarily due to an improvénmetiays sales outstanding. Inventories incre@yeabproximately $6.4 million during
the same period, principally due to the ramp ugherexpected increases in production for the thirarter. Accounts payable increased by
$6.8 million, as the Company managed its payabléscrease days payable outstanding, as well asithease in inventory purchases to
support the production ramp. Accrued expensetratl current liabilities decreased $1.6 millionmidg the six months ended June 30, 2(
due to a reduction in incentive compensation utideiCompany’s annual bonus plans, reflecting tihénty of the payments which occurred
during the first quarter of the year.

Cash used in investing activities of $13.3 millfon the six months ended June 30, 2006, resultedgpity from capital expenditures
of $9.6 million and earn-out payments totaling $3iftion to the former owners of TurboDisc and Ndewices Inc. The Company expects to
invest approximately $21.0 million in total duri@g06 in capital projects primarily related to eregring equipment and lab tools used in
producing Veeco’s products, enhanced manufactdaaiiities and the continuing implementation of SARI related computer systems.

Cash used in financing activities for the six menginded June 30, 2006 totaled $11.6 million, piilsnaonsisting of cash used in t
repurchase of a portion of the Company’s outstandin25% convertible notes, as discussed belowiapgoffset by $8.0 million of
common stock issuances resulting from the exeafiemployee stock options.

As of June 30, 2006, the Company has outstandifg.®2million of 4.125% convertible subordinatede®t During the first quarter
of 2006, the Company repurchased $20.0 millioniohotes, reducing the amount outstanding from &2&0llion to $200.0 million. The
repurchase amount was $19.5 million in cash, otw$i19.4 million related to principal and $0.1 ioifl related to accrued interest. As a
result of the repurchase, the Company recordednafigan the early extinguishment of debt in the ammioof $0.6 million, offset by a $0.3
million proportionate reduction in the related dede financing costs, for a net gain of $0.3 millidhe Company may engage in similar
transactions in the future depending on market itiomd, its cash position and other factors.

The Company believes that existing cash balanggsher with cash generated from operations and ata@vailable under the
Company’s revolving credit facility will be suffient to meet the Company’s projected working capitel other cash flow requirements for
the next twelve months, as well as the Companysraectual obligations, over the next three yeahe Tompany believes it will be able to
meet its obligation to repay the outstanding $2@il0on convertible subordinated notes that matmeDecember 21, 2008, through a
combination of conversion of the notes outstandiafinancing, cash generated from operations aratf@r means.

The Company is potentially liable for earn-out payts to the former owners of certain acquired assas based on revenue targets
achieved by the acquired businesses. During thiedquarter of 2006, the Company paid an earn-aytnent of $2.0 million to the former
owner of TurboDisc. During the second quarter@¥& the Company paid approximately $1.2 millionhte former shareholders of
Nanodevices Inc. Both amounts were accrued at Dieeef81, 2005. No additional payments will be regdiin the future to either set
former owners. The Company is potentially lialde dn earn-out payment to the former shareholdefgleanced Imaging, Inc. based on
achieving revenue in excess of certain target2®6, which currently do not appear achievable.
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In May 2006, Veeco invested $0.5 million to puraa9.9% of the common stock of Fluens Corporatituéns”). Approximately
31% of Fluens is owned by a related party whoVéce President of Veeco. Veeco and Fluens plgaitdly develop a next-generation
process for high-rate deposition of aluminum oXiledata storage applications. If this developmesuccessful and upon the satisfaction of
certain additional conditions by May 2009, Veecd be obligated to purchase the balance of thetanting stock of Fluens for $3.0 million
and pay an earn-out. The Company will accruelltas that may arise from this transaction whemagement believes the outcomes of the
relevant contingencies are determinable beyondsoreble doubt. In April 2006, Veeco issued a $tllBon purchase order to Fluens for a
reactive sputtering deposition system. Veeco ldwdrced approximately $0.4 million against thisghase order as of June 30, 2006.

Application of Critical Accounting Policies

General: Veeco’s discussion and analysis of its financtaldition and results of operations are based tippCompany’s
Condensed Consolidated Financial Statements, wiaeh been prepared in accordance with U.S generatigpted accounting principles.
The preparation of these financial statements regi/eeco 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 liord assets, income taxes, warranty obligatiogstructuring costs and contingent
liabilities, including potential litigation. Managent bases its estimates and judgments on histesparience and on various other factors
that are believed to be reasonable under the cstames, the results of which form the basis fatingejudgments about the carrying values
of assets and liabilities that are not readily appafrom other sources. Actual results may diffem these estimates under different
assumptions or conditions. The Company considataineaccounting policies related to revenue redagn the valuation of inventories, the
impairment of goodwill and indefinite-lived intartge assets, the impairment of long-lived assets;amty costs, the accounting for deferred
taxes and share-based compensation to be crititialgs due to the estimation processes involveshich.

Revenue RecognitionThe Company recognizes revenue in accordancetmétSEC Staff Accounting Bulletin (“SAB”) No. 104,
Revenue Recognitic. Certain of Veeco’s product sales are accounteddanultiple-element arrangements in accordantie Evnerging
Issues Task Force (“EITF”) 00-2Revenue Arrangements with Multiple Deliverabkesnultiple-element arrangement is a transactiorctvhi
may involve the delivery or performance of multipi®ducts, services, or rights to use assets, aridrmance may occur at different point
time or over different periods of time. The Compaegognizes revenue when persuasive evidence afrangement exists, the sales price is
fixed or determinable and collectibility is reasblyaassured. For products produced according t&€trapany’s published specifications,
where no installation is required or installatisrdeemed perfunctory and no substantive custonceptance provisions exist, revenue is
recognized when title passes to the customer, giyeipon shipment. For products produced accortbrey particular customer’s
specifications, revenue is recognized when theywmbldas been tested, it has been demonstrateitl thegts the customer’s specifications and
title passes to the customer. The amount of reveseerded is reduced by the amount of any custoetention (generally 10% to 20%),
which is not payable by the customer until instadiais completed and final customer acceptaneeliseved. Installation is not deemed to be
essential to the functionality of the equipmentsimstallation does not involve significant chamgethe features or capabilities of the
equipment or require the building of complex inkeds and connections. In addition, the equipmeutdee installed by the customer or ot
vendors and generally the cost of installation epjpnates only 1% to 2% of the sales value of thatee equipment. For new products, new
applications of existing products, or for produetth substantive customer acceptance provisiongavperformance cannot be fully assessed
prior to meeting customer specifications at theamer site, revenue is recognized upon completionstallation and receipt of final
customer acceptance. Since title to goods gengraliges to the customer upon shipment and 80%$tc0®@he contract amount becomes
payable at that time, inventory is relieved andaods receivable is recorded for the amount b#éliethe time of shipment. The profit on the
amount billed for these transactions is deferradiracorded as deferred profit in the accompanyorgolidated balance sheets. At June 30,
2006 and December 31, 2005, $0.7 million and $0lkom respectively, are recorded in deferred fir@dervice and maintenance contract
revenues are recorded as deferred revenue, whietligled in other accrued expenses, and recogrizedvenue on a straight-line basis over
the service period of the related contract.
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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 impairment wéiory on a quarterly basis. The Company’s pdkdy assess the valuation of all
inventories, including raw materials, work-in-presgefinished goods and spare parts. Obsolete iomeat inventory in excess of
management’s estimated usage for the next 18 todith’s requirements is written-down to its estietatarket value, if less than its cost.
Inherent in the estimates of market value are mamagt’s estimates related to Veeco’s future manuifi;g) schedules, customer demand,
technological and/or market obsolescence, posaltdenative uses and ultimate realization of exassntory.

Goodwill and Indefinite-Lived Intangible Asset Intpgent: The Company has significant intangible assetgedlto goodwill and other
acquired intangibles. In assessing the recovetabifithe Company’s goodwill and other indefiniteeld intangible assets, the Company must
make assumptions regarding estimated future caglsfand other factors to determine the fair valuth® respective assets. If it is determi
that impairment indicators are present and thaafisets will not be fully recoverable, their cangyvalues are reduced to estimated fair value.
Impairment indicators include, among other condsiccash flow deficits, an historic or anticipatigtline in revenue or operating profit,
adverse legal or regulatory developments, and amahtlecrease in the fair value of some or athefassets. Assets are grouped at the lowes
levels for which there are identifiable cash flavat are largely independent of the cash flows gead by other asset groups. Changes in
strategy and/or market conditions could signifibaithpact these assumptions, and thus Veeco magdéred to record impairment charges
for those assets not previously recorded.

Long-Lived Asset ImpairmentThe carrying values of long-lived assets arequlically reviewed to determine if any impairment
indicators are present. If it is determined thathsimdicators are present and the review indictiasthe assets will not be fully recoverable,
based on undiscounted estimated cash flows oveethaining depreciation period, their carrying easare reduced to estimated fair value.
Impairment indicators include, among other condsiccash flow deficits, an historic or anticipatigtline in revenue or operating profit,
adverse legal or regulatory developments, and amahtlecrease in the fair value of some or athefassets. Assets are grouped at the lowes
level for which there is identifiable cash flowstlare largely independent of the cash flows geedray other asset groups. Assumptions
utilized by management in reviewing for impairmehtong-lived assets could be affected by changesdrategy and/or market conditions
which may require Veeco to record additional impegnt charges for these assets, as well as impaticharges on other lorlgred assets n¢
previously recorded.

Warranty Costs: The Company estimates the costs that may berggtunder the warranty it provides and recordalaility in the
amount of such costs at the time the related rey@recognized. Estimated warranty costs are mi@ted by analyzing specific product and
historical configuration statistics and regionakmaaty support costs. The Company’s warranty okibgais 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 apkbyled globally, labor availability is a significafactor in determining labor costs. The
guantity and availability of critical replacemerarts is another significant factor in estimatingnaaty costs. Unforeseen component failures
or exceptional component performance can alsotresahanges to warranty costs. If actual warramatsts differ substantially from the
Company’s estimates, revisions to the estimatedamgy liability would be required.

Deferred Tax Valuation AllowanceAs part of the process of preparing Veeco’s Chaated Financial Statements, the Company is
required to estimate its income taxes in each@jfuhisdictions in which it operates. This proceEs@lves estimating the actual current tax
expense, together with assessing temporary difteeresulting from differing treatment of items fax and accounting purposes. These
differences result in deferred tax assets andlili@si, which are included within its ConsolidatBdlance Sheets. The carrying value of
deferred tax assets is adjusted by a valuatiomvalice to recognize the extent to which the futarebienefits will be recognized on a more
likely than not basis. Veeco's net deferred taxetsssonsist primarily of net operating loss anddiedit carryforwards, and timing differences
between the book and tax treatment of inventoryahdr asset valuations. Realization of these efetrced tax assets is dependent upon the
Company’s ability to generate future taxable income
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Veeco records valuation allowances in order to cedhe Company’s deferred tax assets to the ansxpeicted to be realized. In
assessing the adequacy of recorded valuation allosg management considers a variety of factarhiding the scheduled reversal of
deferred tax liabilities, future taxable incomeggmudent and feasible tax planning strategies.ed&tatement of Financial Accounting
Standards (“SFAS”) No. 109, factors such as curmedtprevious operating losses are given signifigagmeater weight than the outlook for
future profitability in determining the deferrecktasset carrying value.

At June 30, 2006, the Company had a valuation alme of $71.5 million against substantially alltefdomestic net deferred tax assets,
which consist of net operating loss and tax creglityforwards, as well as temporary deductibleedéhces. The valuation allowance was
calculated in accordance with the provisions of SMo. 109, which places primary importance on then@any’s historical results of
operations. Although the Company’s results in pyiears were significantly affected by restructurgmgl other charges, the Company’s
historical loss and the losses incurred in 20052008 represent negative evidence sufficient tairec full valuation allowance under the
provisions of SFAS No. 109. If the Company is dbleealize part or all of the deferred tax assefsiiure periods, it will reduce its provision
for income taxes with a release of the valuatidomance in an amount that corresponds with thenrectax liability generated.

Share-Based CompensatioRrior to 2006, the Company accounted for its stuution plans under the recognition and measurement
principles of Accounting Principles Board (“APB™)pthion No. 25 Accounting for Stock Issued to Employees] related interpretations and
generally, no compensation expense was reflectadtimcome as all options granted under thosesgiad an exercise price equal to the
market value of the underlying common stock ondate of grant. Effective January 1, 2006, the Comimalopted SFAS No. 123(RShare-
Based Paymer, which is a revision of SFAS No. 128¢counting for Stock-Based Compensatisnpersedes APB No. 25 and amends SFAS
No. 95,Statement of Cash FlowsGenerally, the approach in SFAS No. 123(R)nslsir to the approach described in SFAS No. 123.
However, SFAS No. 123(R) requires all share-basgunents to employees, including grants of empl@eek options, to be recognized in
the income statement based on their fair valuesfd®ma disclosure is no longer an alternative ASINo. 123(R) was adopted using the
modified prospective method of application, whielquires Veeco to recognize compensation expenagpoospective basis. Therefore, prior
period financial statements have not been restabeder this method, in addition to reflecting compation expense for new share-based
awards, expense is also recognized to reflecteimaining service period of awards that had bednded in the pro forma disclosures in p
periods. SFAS No. 123(R) also requires the benefitax deductions in excess of recognized congi@mscost to be reported as a financing
cash flow, rather than as an operating cash floveasired under previous accounting literature,clvtiias the effect of reducing consolidated
net operating cash flows and increasing consolitlaét financing cash flows in periods after adaptieor the three and six months ended
June 30, 2006, the Company did not recognize arpuabhof consolidated financing cash flows for segbess tax deductions.

Total share-based compensation expense is attoieutathe remaining requisite service periodstotls options and restricted
common stock awards. For the three and six momttisceJune 30, 2006, the Company granted 146,26R spiions and 198,250 restricted
common stock awards to its directors, officers amgployees. As a result of adopting SFAS No. 123#) Company’s net income for the
three and six months ended June 30, 2006 was $hi@inand $0.3 million lower, respectively, thatihad continued to account for share-
based compensation under APB No. 25. Net incomegemon share and diluted net income per commare $bathe three and six months
ended June 30, 2006 are less than $0.01 and $Wet, Irespectively, than if the Company had comihto account for share-based
compensation under APB No. 25. As of June 30, 2f@6total unrecognized compensation cost relatemhvested stock awards and option
awards is $5.1 million and $1.8 million, respedyyand the related weighted average period ovechwit is expected that such unrecognized
compensation costs will be recognized is approxga?.5 years for the nonvested stock awards ahgears for option awards. Future share-
based compensation expense will depend on levelsayk-based awards granted in the future andftver cannot be predicted at this time.

With the adoption of SFAS No. 123(R) on Januar2d06, the Company is required to record the fdinevaf stock-based
compensation awards as an expense. In order tordetethe fair value of stock options on the ddtgrant, the Company applies the Black-
Scholes option-pricing model. Inherent in the matel assumptions related to expected stock-pritziNty, option life, riskfree interest rat
and dividend yield. While the risk-free interesierand dividend yield are less subjective assumsgtitypically based on factual data derived
from public sources, the expected stock-price uilatnd option life assumptions require a levéjudlgment which make them critical
accounting estimates. Beginning in the fourth qgrast 2005, the Company used an expected stock-pric
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volatility assumption that is a combination of baiktorical and implied volatilities of the unddryg stock, which are obtained from public
data sources. Prior to that time, the Company btss@dssumption solely on historical volatility.ittW/regard to the weighted-average option
life assumption, the Company considers the exelméavior of past grants and models the patteaggfegate exercises.

Other Recent Accounting Pronouncements: July 2006, the Financial Accounting Standa@Bdsard (“FASB”) issued FASB
Interpretation No. (“FIN") 48Accounting for Uncertainty in Income Taxes, annptetation of FASB Statement No. 109, Accounting fo
Income TaxesFIN 48 clarifies the accounting and disclosureif@mome taxes by defining the threshold for recopgizhe benefits of tax
return positions in the financial statements asrévikely-than-not” to be sustained by the taxingheority. It also provides guidance on
derecognition, measurement and classification @fnme tax uncertainties, along with any relatedreseand penalties, accounting in interim
periods, disclosure and transition. FIN 48 is@fies for fiscal years beginning after December2@)6. The Company is currently assessing
the impact of FIN 48 on its consolidated finangiakition and results of operations.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

Veeco’s net sales to foreign customers represapgprbximately 71.1% and 68.6% of Veeco’s totalgaes for the three and six
months ended June 30, 2006, respectively, anda@arid 68.3% for the comparable 2005 periods, réisphc The Company expects that
sales to foreign customers will continue to repnésglarge percentage of Veeco’s total net saleec¥’s net sales denominated in foreign
currencies represented approximately 16.4% and/d 6f5/eeco’s total net sales for the three andsixths ended June 30, 2006,
respectively, and 17.1% and 19.2% for the comparaB05 periods, respectively. The aggregate foreigrency exchange losses included in
determining the consolidated results of operatisas approximately $0.1 million and $0.4 million the three and six months ended June
2006, respectively, and $0.1 million and $0.1 roillfor the comparable 2005 periods, respectiviigluded in the aggregate foreign curre
exchange losses, were losses of approximatelyrllidn and gains of approximately $0.1 million fibre three and six months ended June
30, 2006, respectively, and gains of less than 80llion for each of the comparable 2005 periodse®o is exposed to financial market risks,
including changes in foreign currency exchangestatbe changes in currency exchange rates thatthavargest impact on translating
Veeco's international operating profit are the Jegs® Yen and the Euro. Veeco uses derivative fiabinstruments to mitigate these risks.
Veeco does not use derivative financial instruméstspeculative or trading purposes. The Compamgre into monthly forward contracts to
reduce the effect of fluctuating foreign currenaesshort-term foreign currency-denominated intarpany transactions and other known
currency exposures. The average notional amouwstuiaf contracts was approximately $4.1 million aB®$nillion for the three and six
months ended June 30, 2006, respectively. As af 3002006, the Company had entered into forwantracts for the month of July for the
notional amount of approximately $23.9 million, whiapproximates the fair market value on June G062

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 Seesifitxchange Act of 1934 (the “Exchange Act”)) dasd to ensure that information
required to be disclosed by the Company in therntspbat it files or submits under the Exchange i8e¢ecorded, processed, summarized and
reported within the time periods specified in tlee@ities and Exchange Commission’s rules and forisclosure 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 funoo 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 marmaget, including the Chief Executive Officer and €ttinancial 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 impléamgmew company-wide integrated applications safewand, to date, has
completed the conversion to this new platform ipragimately 70% of Veecs’businesses with the remainder expected to beletedgn th
first half of 2007. As a result, certain changegehbeen made to the Company’s internal controlsclwimanagement believes will strengthen
the Companys internal control structure. There have beentherasignificant changes in our internal contral®ther factors during the fisc
quarter ended June 30, 2006 that have materiddgtafl, or are reasonably likely to materially afféhe Company’s internal control over
financial reporting.
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Part Il. OTHER INFORMATION

Item 1. Legal Proceedings.
In re Veeco Instruments Inc. Securities Litigatan Shareholder Derivative Litigatic

Veeco and certain of its officers have been nansedkefendants in a consolidated securities clagsnaetwsuit pending in federal
court in the Southern District of New York (the “@&’). The lawsuit arises out of the restatemari¥iarch 2005 of Veeco’s financial
statements for the quarterly periods and nine nmetiied September 30, 2004 as a result of the Gorispdiscovery of certain improper
accounting transactions at its TurboDisc busineds O'he plaintiffs in the lawsuit seek unspedfi@damages and assert claims against all
defendants for violations of Section 10(b) of tlee&ities Exchange Act of 1934 (the “Exchange Aetill claims against the individual
defendants for violations of Section 20(b) of theltange Act. The Court has certified a plaintiéfss for the lawsuit consisting of all pers
who acquired the Comparsysecurities during the period from April 26, 2@8dbugh February 10, 2005. The parties are cugréntolved in
the discovery process. Although the Company beé$idtiis lawsuit is without merit and intends toettef vigorously against the claims, the
lawsuit could result in substantial costs, diveanagement’s attention and resources from our dpasaand negatively affect our public
image and reputation.

In addition, three shareholder derivative lawshase been consolidated and are also pending bisfei@ourt. The plaintiffs in the
consolidated derivative action assert that the Gomijs directors and certain of its officers breatfiduciary duties in connection with the
improper accounting transactions at the TurboDisirtess unit. The plaintiffs in the consolidatedihtive action seek unspecified damages
allegedly sustained by the Company and the retliafl bonuses, restricted stock, stock options @thér incentive compensation. The par
are currently involved in the discovery procesghos action. An unfavorable outcome or prolong#gddtion in these matters could materi
harm the Company’s business.

Item 1A. Risk Factors.

Information regarding risk factors appears in tBafé Harbor Statement” at the beginning of thisr@uly Report on Form 1@ and
in Part | — Item 1A of our Annual Report on Form-KGor the year ended December 31, 2005. There baen no material changes from
the risk factors previously disclosed in our AnnRajport on Form 10-K.

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

The annual meeting of stockholders of the Compaay keld on May 5, 2006. The matters voted on atibeting were: (a) the
election of three directors: (i) Edward H. Braui),Richard A. D’Amore and (iii) Douglas A. Kingsye and (b) ratification of the Board'’s
appointment of Ernst & Young LLP as the Compangideipendent registered public accounting firm ferybar ending December 31, 2006.
The terms of each of the following directors conéd after the meeting: Heinz K. Fridrich, RogeMzDaniel, Irwin H. Pfister, Joel A.
Elftmann, Paul R. Low and Peter J. Simone. Asefrecord date for the meeting, there were 30,022shares of common stock outstand
each of which was entitled to one vote with respeeach of the matters voted on at the meetingh Bathe directors up for reelection was
reelected and the appointment of Ernst & Young lalsRhe Company’s independent registered publiciattoa firm was ratified by the
required number of votes on each such matter. r@$dts of the voting were as follows:

Matter For Withheld
@)(i) 27,615,72! 507,20
(a)(ii) 27,615,56! 507,367
(a)(iii) 27,836,19: 286,42¢
Broker
Matter For Against Abstained Non-Votes
(b) 27,119,19 968,77 34,952 —
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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 to the Following
Number Description Document:

10.1 Veeco Instruments Inc. 2006 Long-Term Cash *
Incentive Plar

10.2 Form of Amendment to Employment Agreement *
of Edward H. Braun and John F. Rein,

10.3 Form of Amendment to Letter Agreement of John *
K. Bulman, John P. Kiernan, Robert P. Oates and
Jeannine M. Sarge

10.4 Veeco Instruments Inc. Amended and Restated *
2000 Stock Incentive Plan, effective July 20, 2

31.1 Certification of Chief Executive Officer pursuant *
to Rule 13a — 14(a) or Rule 15d — 14(a) of the
Securities Exchange Act of 19z

31.2 Certification of Chief Financial Officer pursuaat *
Rule 13a — 14(a) or Rule 15d — 14(a) of the
Securities Exchange Act of 19¢

32.1 Certification of Chief Executive Officer pursuant *
to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuaat *
18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

* Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisdeport to be signed on its
behalf by the undersigned thereunto duly authorized

Date: August 4, 2006
Veeco Instruments In

By: /s EDWARD H. BRAUN

Edward H. Braun
Chairman and Chief Executive Offic

By: /s/JOHN F. REIN, JFk

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

31




INDEX TO 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.

Number Description Incorporated by Reference to the Following Document
10.1 Veeco Instruments Inc. 2006 Long-Term Cash Incentiv *
Plan
10.2 Form of Amendment to Employment Agreement of *

Edward H. Braun and John F. Rein,

10.3 Form of Amendment to Letter Agreement of John K. *
Bulman, John P. Kiernan, Robert P. Oates and Jeanni
M. Sargen

10.4 Veeco Instruments Inc. Amended and Restated 2000 *

Stock Incentive Plan, effective July 20, 2(

31.1 Certification of Chief Executive Officer pursuant t *
Rule 13a — 14(a) or Rule 15d — 14(a) of the Seiasrit
Exchange Act of 193¢

31.2 Certification of Chief Financial Officer pursuamt t *
Rule 13a — 14(a) or Rule 15d — 14(a) of the Se@grit
Exchange Act of 193¢

32.1 Certification of Chief Executive Officer pursuant t *
18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbar-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuamt t *
18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

* Filed herewith




Exhibit 10.1

Veeco Instruments I nc.
2006 Long-Term Cash Incentive Plan

1. Plan Objective

The Veeco Instruments Inc. 2006 Long-Term Cashritiee Plan (the “Plan”) is designed to encourageilite-oriented actions on the
part of key executives of Veeco Instruments Ind s subsidiaries (collectively, the “Company”attwill drive the achievement of specific
business objectives.
2. Definitions

“Administrator” means the Committee or such individual or commitbewhich authority has been delegated in writimgpvided that
determinations made under Section 5(d) and Se6t&irall be made by the Committee. The Chief Exeeudifficer of the Company may
exercise the powers of the Administrator to desig®articipants for the Plan (other than Sectiofz2écutives) and to determine target
awards and performance goals for such Participants.

“Board” means the Board of Directors of Veeco Instrumemts |

“Code” means the Internal Revenue Code of 1986, as amdratadime to time.

“Committee” means the Compensation Committee of the Board,hwkicomprised wholly of independent, outside doex

“Designated Beneficiary’'means the beneficiary designated by a Particifaatmanner determined by the Company, to receiveuats
due the Participant in the event of the Particilsa¢ath. In the absence of an effective designdiy the Participant, Designated Beneficiary
shall mean the Participant’s estate.

“Disability” means permanent and total disability within the mregof Section 105(d)(4) of the Code.

“Eligible Employee” means a full-time, regular employee of the Company.

“Employer” means the Company and any affiliate whose emplayagiipate in the Plan. The term shall also me@ansuccessor to t
Company.

“Fiscal Year” means the fiscal year of the Company.

“Participant” means an Eligible Employee designated by the Adstrattior to receive an award under the Plan.

“Performance Goals’means the objective(s) established by the Comnfittee Performance Period. Performance Goals beall
objective and measurable criteria, deemed by thrarittee to be closely linked to long-term sharekobhlue, such as Earnings Before
Interest, Taxes and Amortization (“EBITA”"), Revenoieother performance measures.

“Performance Period"means the period of years selected by the Comndtigdag which Performance Goals are measured fgpgqaes
of determining the extent to which a Participarg barned his or her Target Bonus or any portianutiple of it. A Performance Period

must be at least two years in length.

“Period to Date Performancetneans the Company’s performance for each of thePesince Goals as measured from the beginning of
the Performance Period to the end of the most thceompleted fiscal quarter.

“Section 16 Executivefneans an employee who is subject to the reporéggirements of Section 16 of the Securities Exchakag of
1934, as amended.




“Target Bonus”means the dollar amount specified for each Pastitifor each Performance Period.
“Termination of Employmentineans the date on which a Participant shall ceaserve as an Eligible Employee for any reason.
3. Administration

(a) The Administrator shall have full power andrewuity to establish the rules and regulations medato the Plan, to interpret the Plan
and those rules and regulations, to designate fPesfice Periods and Participants for the Plan, terchéne each Participant’s target award,
performance goals and final award, to make all@cand other determinations in connection withRlen, and to take all other actions
necessary or appropriate for the proper administraif the Plan, including the delegation of suatharity or power, where appropriate.

(b) All powers of the Administrator shall be exesdiin its sole discretion, in the best intereshef Company, not as a fiduciary, and in
keeping with the objectives of the Plan and neadeainiform as to similarly situated individual$ie Administrator’'s administration of the
Plan, including all such rules and regulationsiiptetations, selections, determinations, approdaisisions, delegations, amendments,
terminations and other actions, shall be final bindling on the Company and all employees of the g, including the Participants and
their respective beneficiaries.

4. Target Awards and Performance Goals

(a) The Administrator shall establish the PerforoeaReriod and the performance goals for each Peafoce Period and shall establish
for each Participant a target award that will beggide if and to the extent that the Company attairch performance goals for the specified
Performance Period.

(b) The Administrator may establish appropriatent®and conditions to accommodate newly eligible legges (e.g., newly hired or
promoted employees). Unless otherwise determingtidoyadministrator, the target award for a newlgible employee shall be prorated
based on a fraction, the numerator of which istilmaber of months such Participant will participait¢he Plan during the Performance Pe
(rounded to the nearest whole month) and the dematori of which is equal to the total number of nsrin such Performance Period.

(c) Target awards under the Plan shall be expressedpercent of the Participant’s base salarfféeton January #  of the first fiscal
year of the Performance Period, except for Paditip who become eligible during the Performanc@Bdas a result of their hire
promotion date), in which case the base salar§fateat the time of commencement of participasball be used.

5. Calculation of Incentive Awards

(a) At the end of the Performance Period, the Adstriator shall determine whether and to what extemfperformance goals have been
met based on the Compasyumulative performance for the Performance Pefibd Administrator shall then determine the petage of th
target award that is earned for the Performanceébased on such cumulative performance.

(b) Participants must be employed on the last dalgeoapplicable Performance Period in order teligble to receive an incentive
award under the Plan with respect to that Perfoom&teriod, except as otherwise provided in thia,Rig written agreement between the
Company and a Participant or as the Administratay rdetermine.

(c) If a Participant terminates employment as altes death, Disability, or retirement, he or gbe his or her Designated Beneficiary,
the event of death) shall receive a pro-rated awhtde end of the Performance Period based o@dhgany’s cumulative performance for
the Performance Period and pro-rated based ortiggh of service during the Performance Periocbagpared to the entire Performance
Period, rounded to the




nearest whole month. For the purpose of this P&tirement shall mean any voluntary terminatioemiployment on or after age 60, provic
the Participant has completed at least one fult géaervice during the Performance Period.

(d) If a “Change in Controlbdf the Company (as that term is defined in the \ddestruments Inc. 2000 Stock Incentive Plan, asay be
amended from time to time) occurs during the Pearforce Period, the following provisions shall apply:

1.

If the Committee determines that it would be impicable to continue the Plan following the Chanmg€bntrol, then each
Participant will receive a pro-rated award, caltedaby the Committee based on the Company’s Peoikdsiate Performance as
of the date of the Change in Control, pro-ratecedam the length of service of such Participanirduthe Performance Period
as compared to the entire Performance Period, sulitwlthe nearest whole month. This award wilbaigl as soon as
practicable thereafter.

A Participant whose employment is terminated byGoenpany without cause within twelve (12) monthHofging the Change
in Control will receive a pro-rated award, calcathby the Committee based on the Company’s Peoiidhte Performance as
of the later of the Participant’'s termination oe titate of the Change in Control, pro-rated basetti@fength of service during
the Performance Period as compared to the entiferR@nce Period, rounded to the nearest whole Imonhis award will be

paid as soon as practicable thereafter.

In all other cases, the Plan shall continue follayihe Change of Control, except to the extentsteflior amended under
Section 6 or 7 below.

(e) Amounts earned under the terms of the Plan bhalaid to Participants in cash in a single ltsuam amount, on or before March 15
of the year following the end of the Performaneeid.

6. Changes to Performance Goals and Target Awards

At any time prior to the final determination of ans, the Committee may adjust the performance goalsarget awards to reflect a
change in corporate capitalization (such as a siptikor stock dividend), or a corporate transatijsuch as a change in control, merger,
consolidation, separation, reorganization or peotiwomplete liquidation), or to reflect equitalthe occurrence of any extraordinary event,
any change in applicable accounting rules or ppiesi, any change in the Compasmynethod of accounting, any change in applicalbe ey
change due to any merger, consolidation, acquisiteorganization, stock split, stock dividend, timation of shares or other changes in the
Company’s corporate structure or shares, or amgrathange of a similar nature.

7. Amendments and Termination

The Company may at any time amend or terminat®he by action of the Committee; provided that nchsaction shall adversely
affect any outstanding awards to Participants. Cammittee shall have the right to modify the teohthe Plan as may be necessary or
desirable to comply with the laws or local custashsountries in which the Company operates or nagleyees.

8. Miscellaneous Provisions

(a) This Plan is not a contract between the Compauaythe Participants. Neither the establishmettisfPlan, nor any action taken
hereunder, shall be construed as giving any Ppatitiany right to be retained in the employ of@wenpany or any of its subsidiaries.
Nothing in the Plan, and no action taken pursuathé Plan, shall affect the right of the Companwg subsidiary to terminate a Particif's
employment at any time and for any or no reasocefixas provided in Section 7, the Company is undebligation to continue the Plan.

(b) A Participant’s right and interest under tharPinay not be assigned or transferred, except death as provided in Section 5(c)
above, and any attempted assignment or transfétehaull and void and shall




extinguish, in the Company’s sole discretion, tlenpany’s obligation under the Plan to pay awardh wéispect to the Participant. The
Company'’s obligations under the Plan may be asdigmany corporation which acquires all or subssdigtall of the assets of the Company
or, with respect to a particular Participant, af thusiness unit that employed the Participantngrcarporation into which the Company may
be merged or consolidated.

(c) The Plan shall be unfunded. The Company slulbe required to establish any special or sepéwat or to make any other
segregation of assets, to assure payment of awdrdsCompany’s obligations hereunder shall cortstifugeneral, unsecured obligation,
awards shall be paid solely out of the Companyisegal assets, and no Participant shall have ahy tagany specific assets of the Company.

(d) The Company shall have the right to deduct femmards or any other payments of wages any ariddsdlal, state and local taxes or
other amounts required by law to be withheld.

(e) The Company’s obligation to pay compensatiohasin provided is subject to any applicable adrrles or regulations of any
government agency or office having authority toutate the payment of wages, salaries, and othersaf compensation.

(f) Upon a violation by the Participant of any bétrestrictive covenants contained in any agreeimetmteen the Participant and the
Company, the Participant shall forfeit his or hetitement to any award granted pursuant to thés\PIThe Administrator may, in its sole
discretion, waive in whole or in part the Companyght to enforce forfeiture under this sectiont ba such waiver shall be effective unless
expressly made in writing for that purpose.

(g) The Company may, to the extent permitted by B@duct from and set off against its obligatiama tParticipant hereunder (includi
without limitation, amounts payable in connectioitvan award hereunder as wages or benefits or @ah®m of compensation), any amounts
the Participant owes to the Company for any reaguatsoever and such Participant shall remain litdslany portion of the Participant’s
obligation not satisfied by such setoff. By acaggptan award under this Plan, each Participantesgie the deduction or setoff provided fo
this section.

(h) If the Commiittee, in its sole discretion, detares that any provision of the Plan could causepayment to be made or benefit to be
provided to a Participant to be deferred compeosdtiat does not comply with Section 409A(a)(1)haf Code, such provision shall be null
and void, and, if permitted by Section 409A, then@aittee shall amend the Plan to maintain to theimar extent practicable the original
intent of the provision without violating the regeiinents of Section 409A of the Code.

(i) The validity, construction, interpretation aeffect of the Plan shall exclusively be governedhby determined in accordance with the
laws of the State of Delaware.




Exhibit 10.2

FORM OF
AMENDMENT TO EMPLOYMENT AGREEMENT
Date: June 9, 200
Prior Agreement:  Employment Agreement effective April 1, 2003, byddetween Veeco Instruments Inc. (the “Companyiy a
“Executive’)
Defined Terms Capitalized terms used but not defined herein steale the meanings assigned to such terms in tbeAgreement

The undersigned hereby amend and supplement the/Aieement by adding the following provisions:

If Executive’s employment with the Company termesafor any reason (including death or Disabilibther than pursuant to a termination of
Executive’s employment for Cause or a resignatipthie Executive without Good Reason, and contingpoh Executive’s compliance with
the provisions of the Prior Agreement and satigfacdf any conditions precedent to severance andasipayments under the Prior
Agreement (such as execution and non-revocati@ngeieral release of claims), the following woupgls:

Restricted Stock, Restricted Stock Ur

The Eligible Shares (as defined below) shall becueested and the restrictions with regard there#dl &gpse upon such termination. As used
herein, “Eligible Shares” shall mean all sharesestricted stock or restricted stock units whichware awarded to Executive on or after the
date of this Amendment, (b) are held by Executwefahe date of termination and (c) continue tebigject to restrictions as of such date.

Long-term Cash Incentive Awards:

Change in Control Situationif such termination occurs within 12 months faling a “Change of Control,” then Executive will batitled to
receive a pro-rated portion of any outstanding {tergn cash incentive awards, which portion willdaéculated by the Compensation
Committee of the Company’s Board of Directors atheflater of the date of Executive’s terminatiorte date of the Change of Control and
based on the Company’s performance measured fretahinning of the applicable performance periothéoend of the most recently
completed fiscal quarter, and will be pro-ratedeabasn the length of service during the applicaledégrmance period as compared to the
entire performance period, rounded to the nearbstaumonth. This award will be paid as soon astfrable following the Change in
Control (or, if later, the date of such terminajion

Non-Change in Control Situationif such termination occurs other than as a resfudtr within 12 months following a “Change of Coult”
then Executive will be entitled to receive a preetaportion of any outstanding long-term cash itiwerawards at the end of the applicable
performance period based on the Company’s cumelagrformance for the performance period and predrbased on the length of service
during the applicable performance period as contptréhe entire performance period, rounded tontfarest whole month. This award will
be paid at the same time as awards are payab#ticipants generally with respect to such perfarogaperiod.

Except as amended and supplemented hereby, theAgrneement shall remain in full force and effect.
VEECO INSTRUMENTS INC EXECUTIVE:
By:

Name:
Title




Exhibit 10.3

FORM OF
AMENDMENT TO LETTER AGREEMENT
Date: June 9, 200
Prior Agreement:  Letter Agreement effective [April 1, 2003], by abdtween Veeco Instruments Inc. (the “Company”), and
“Executive’)
Defined Terms Capitalized terms used but not defined herein steale the meanings assigned to such terms in tbeAgreement

The undersigned hereby amend and supplement the/Aieement by adding the following provisions:

In the event Executive’'s employment with the Comypiarterminated without “Cause” or Executive residor “Good Reason,” and
contingent upon Executive’s compliance with thevisimns of the Prior Agreement and satisfactiommj conditions precedent to severance
and similar payments under the Prior Agreementh(siscexecution and non-revocation of a generahselef claims), the following would

apply:
Restricted Stock, Restricted Stock Ur

The Eligible Shares (as defined below) shall becueested and the restrictions with regard there#dl &gpse upon such termination. As used
herein, “Eligible Shares” shall mean all sharesestricted stock or restricted stock units whichware awarded to Executive on or after the
date of this Amendment, (b) are held by Executwefahe date of termination and (c) continue tebigject to restrictions as of such date.

Long-term Cash Incentive Awards:

Change in Control Situationif such termination occurs within 12 months faling a “Change of Control,” then Executive will batitled to
receive a pro-rated portion of any outstanding {tergn cash incentive awards, which portion willdaéculated by the Compensation
Committee of the Company’s Board of Directors atheflater of the date of Executive’s terminatiorte date of the Change of Control and
based on the Company’s performance measured fretahinning of the applicable performance periothéoend of the most recently
completed fiscal quarter, and will be pro-ratedeabasn the length of service during the applicaledégrmance period as compared to the
entire performance period, rounded to the nearbstaumonth. This award will be paid as soon astfrable following the Change in
Control (or, if later, the date of such terminajion

Non-Change in Control Situationif such termination occurs other than as a resfudtr within 12 months following a “Change of Coult”
then Executive will be entitled to receive a preetaportion of any outstanding long-term cash itiwerawards at the end of the applicable
performance period based on the Company’s cumelagrformance for the performance period and predrbased on the length of service
during the applicable performance period as contptréhe entire performance period, rounded tontfarest whole month. This award will
be paid at the same time as awards are payab#ticipants generally with respect to such perfarogaperiod.

Except as amended and supplemented hereby, theAgrneement shall remain in full force and effect.

VEECO INSTRUMENTS INC EXECUTIVE:

By:
Name:
Title:




Exhibit 10.4

VEECO INSTRUMENTS INC.
AMENDED AND RESTATED 2000 STOCK INCENTIVE PLAN
(formerly known as the 2000 STOCK OPTION PLAN)

Effective July 20, 2006
1. Purpose

The purpose of the Plan is to provide a means girothich the Company and its Affiliates may attreapable persons to enter and
remain in the employ of the Company and Affiliatesl to provide a means whereby employees, direatatsonsultants of the Company
its Affiliates can acquire and maintain Common &townership, thereby strengthening their commitnterthe welfare of the Company and
Affiliates and promoting an identity of interestilween stockholders and these employees.

The Plan provides for granting Incentive Stock Omsi, Nonqualified Stock Options, Restricted Stoot Restricted Stock Units.
2. Definitions
The following definitions shall be applicable thghout the Plan.

“Affiliate” means (i) any entity that directly ondirectly is controlled by, or is under common cohtvith the Company, (ii) any
entity in which the Company has a significant eginterest, and (iii) any Subsidiary; in each caseletermined by the Committee.

“Annual Revenue” means the Company’s or a busineg’s net sales for the fiscal year, determineddnordance with generally
accepted accounting principles; provided, howethext, prior to the fiscal year, the Committee skalermine whether any significant item(s)
shall be excluded or included from the calculattdbnnual Revenue with respect to one or more Epents.

“Board” means the Board of Directors of the Companyto the extent the Board of Directors of thepany has authorized a
committee thereof to take action with respect ®Rban on its behalf, the committee so authorized.

“Cash Flow”means, as to any Fiscal Period, the operating ftastof the Company for such Fiscal Period, prodidieat prior to th
Fiscal Period, the Committee shall determine whredhg significant item(s) shall be included or ext#d from the calculation of Cash Flow
with respect to one or more Participants.

“Cause” means the Company or an Affiliate havinguse” to terminate a Participant’'s employment ovise, as defined in any
existing employment, consulting or any other agrestbetween the Participant and the Company orffiliege or, in the absence of such an
employment, consulting or other agreement, upothé)determination by the Committee that the Pigditt has ceased to perform his duties
to the Company or an Affiliate (other than as ailtesf his incapacity due to physical or mentaiés or injury), which failure amounts to an
intentional and extended neglect of his dutiesutthgarty, (ii) the Committee’s determination ttreg Participant has engaged or is about to
engage in conduct materially injurious to the Comper an Affiliate, (iii) the Participant having &e convicted of, or pleaded guilty or no
contest to, a felony or a crime involving moralpitude or (iv) the failure of the Participant tdléav instruction of the Board or his direct
superiors.




“Change in Control, shall, unless in the case padicular Plan Award, the applicable Plan Awardéament states otherwise or
contains a different definition of “Change in Caity be deemed to occur upon:

0] the acquisition by any indivial, entity or group (within the meaning of Sectit8(d)(3) or 14(d)(2) of the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”)) (each, a “Person”) of beneficial @rship (within the meaning of
Rule 13d-3 promulgated under the Exchange Act)0éb ®r more (on a fully diluted basis) of either ¢Ag then outstanding shares of
Common Stock, taking into account as outstandinghfis purpose such Common Stock issuable upoexbecise of options or warrants, the
conversion of convertible stock or debt, and thereise of any similar right to acquire such commtotk (the “Outstanding Company
Common Stock”) or (B) the combined voting poweths# then outstanding voting securities of the Camypentitled to vote generally in the
election of directors (the “Outstanding CompanyiNgtSecurities”); provided however, that for purposes of the Plan, the following
acquisitions shall not constitute a Change of Gin(l) any acquisition by the Company, (Il) anygadsition by any employee bengfit plan
sponsored or maintained by the Company or anyiaf#) (1) any acquisition by any Person which qoies with clauses (A), (B) and (C) of
subsection (v) of this Section 2(f), or (IV) in pext of an Award held by a particular Participamy acquisition by the Participant or any
“affiliate” (within the meaning of 17 C.F.R. §2303) of the Participant (persons described in clagBe(ll), and (V) being referred to
hereafter as “Excluded Persons”);

(i) Individuals who, on the daterbof, constitute the Board (the “Incumbent Diregtpcease for any reason to
constitute at least a majority of the Board, predthat any person becoming a director subsequehetddte hereof, whose election or
nomination for election was approved by a votetdéast two-thirds of the Incumbent Directors tloenthe Board (either by a specific vote or
by approval of the proxy statement of the Corporath which such person is named as a nomineerectdr, without written objection to
such nomination) shall be deemed to be an Incunibeattor; provided however, that no individual initially elected or nominated a
director of the Corporation as a result of an datughreatened election contest with respect teatiors or as a result of any other actual or
threatened solicitation of proxies or consents bgrobehalf of any person other than the Board &igatleemed to be an Incumbent Director;

(iii) the dissolution or liquidatiasf the Company;
(iv) the sale of all or substantiadly of the business or assets of the Company; or
(v) the consummation of a mergensmidation, statutory share exchange or similanfof corporate transaction

involving the Company that requires the approvahefCompany’s stockholders, whether for such &etign or the issuance of securities in
the transaction (a “Business Combination”), uniesmediately following such Business Combination) (Aore than 50% of the total voting
power of (x) the corporation resulting from suchsBiess Combination (the “Surviving Corporation’),(p) if applicable, the ultimate parent
corporation that directly or indirectly has ben&fiownership of sufficient voting securities ebtg to elect a majority of the directors of the
Surviving Corporation (the “Parent Corporation¥ represented by the Outstanding Company Votingr8s that were outstanding
immediately prior to such Business Combination ifaapplicable, is represented by shares into witiehOutstanding Company Voting
Securities were converted pursuant to such Busi@esshination), (B) no Person (other than any ExetlBerson), is or becomes the
beneficial owner, directly or indirectly, of 30% ore of the total voting power of the outstandiaging securities eligible to elect directors
of the Parent Corporation (or, if there is no Pafgorporation, the Surviving Corporation) and (€)emst a majority of the members of the
board of directors of the Parent Corporation (othére is no Parent Corporation, the Survivingg@oation) following the consummation of
the Business Combination were Incumbent Directors.




“Code” means the Internal Revenue Code of 198&n@=nded. Reference in the Plan to any sectidmeo€bde shall be deemed to
include any amendments or successor provisionsdo Section and any regulations under such section.

“Committee” means a committee of at least two pe@sl the Board may appoint to administer the Piaifi oo such committee has
been appointed by the Board, the Board. UnlesBtized is acting as the Committee or the Boardifipalty determines otherwise, each
member of the Committee shall, at the time he takgsaction with respect to a Plan Award undemRtam, be an Eligible Director. Howev
the mere fact that a Committee member shall fagjualify as an Eligible Director shall not invaltdaany Plan Award granted by the
Committee which Plan Award is otherwise validly readhder the Plan.

“Common Stock” means the common stock, par valuei$per share, of the Company.

“Company” means Veeco Instruments Inc. With respeéte definitions of the Performance Goals, then@ittee may determine
that “Company” means Veeco Instruments Inc. andasmaore of its Affiliates.

“Date of Grant” means the date on which the grantiha Plan Award is authorized, or such other dateay be specified in such
authorization or, if there is no such date, the dadlicated on the applicable Plan Award Agreement.

“Disability” means, unless in the case of a pattic®lan Award, the applicable Plan Award Agreenstates otherwise, the
entitlement of a Participant to receive benefitdenthe long-term disability plan of the CompanyaorAffiliate, as may be applicable to the
Participant in question, or, in the absence of suplan, the complete and permanent inability lagoa of iliness or accident to perform the
duties of the occupation at which a Participant eraployed or served when such disability commereeds determined by the Committee
based upon medical evidence acceptable to it.

“Dividend Equivalent” means, on any dividend recdede, consideration equivalent in value and kinthé dividend on one share
of Stock as declared by the Board with respectith secord date; provided that “Dividend Equivalesttall not include any dividend with
respect to which adjustment under Section 10(apkas made.

“Earnings Per Share” means as to any Fiscal PafiedCompany’s Net Income divided by a weightedaye number of shares of
Stock outstanding and dilutive common equivaleatras of Stock deemed outstanding.

“EBITA” means Net Income before interest, taxes anmbrtization, each as determined under generedlgmied accounting
principles or as otherwise defined hereunder.

“Effective Date” means the date on which the P&aagpproved by the Board, subject to the approvii@ttockholders of the
Company.

“Eligible Director” means a person who is (i) a fremployee director” within the meaning of Rule 4¥5bnder the Exchange Act,
or a person meeting any similar requirement undgrsaccessor rule or regulation and (ii) an “owggiérector” within the meaning of Section
162(m) of the Code, and the Treasury Regulatioompligated thereunder; providetowever, that clause (ii) shall apply only with respec
grants of Plan Awards with respect to which the @any’s tax deduction could be limited by Sectio2(h®) of the Code if such clause did

not apply.




“Eligible Person” means any (i) individual reguiadmployed by the Company or an Affiliate who d&isall of the requirements
of Section 6; providedhowever, that no such employee covered by a collectivgdining agreement shall be an Eligible Person srdes
to the extent that such eligibility is set forthsach collective bargaining agreement or in anegent or instrument relating thereto; (ii)
director of the Company or an Affiliate or (iii) ssultant or advisor to the Company or an Affiliateo may be offered securities pursuant to
Form S-8 (which, as of the Effective Date, include$y those who (A) are natural persons and (Byidebondfide services to the Company
or an Affiliate other than in connection with thiées or sale of securities in a capital-raisingigaction, and do not directly or indirectly
promote or maintain a market for the Company’s gées).

“Exchange Act” means the Securities Exchange Adi9%#4, as amended.

“Fair Market Value”, on a given date means (ihiétStock is listed on a national securities exchattge closing price on the
primary exchange with which the Stock is listed &naded on the date prior to such date, or, ifdhemno such sale on that date, then on the
last preceding date on which such a sale was (i) if the Stock is not listed on any natiosakurities exchange but is quoted in the
National Market System of the National Associatidrsecurities Dealers Automated Quotation Syst‘NASDAQ”) on a last sale basis, the
closing price reported on the date prior to sudi,dar, if there is no such sale on that date, tirethe last preceding date on which a sale was
reported; or (iii) if the Stock is not listed omational securities exchange nor quoted in the NAQDn a last sale basis, the amount
determined by the Committee to be the fair markdier based upon a good faith attempt to value thekSccurately and computed in
accordance with applicable regulations of the hdéRevenue Service.

“Fiscal Period” means the fiscal year, quartertbeoperiod of the Company.

“Incentive Stock Option” means an Option grantedh®sy Committee to a Participant under the Plan wlidesignated by the
Committee as an incentive stock option as desciib&dction 422 of the Code and which otherwisetstee requirements set forth herein.

“Mature Sharestneans shares of Stock owned by a Participant wadriemot subject to any pledge or other securigrédt and hay
either been held by the Participant for six monghsyiously acquired by the Participant on the opemket or meet such other requiremen
the Committee may determine necessary in ordevdman accounting earnings charge on accountefifie of such shares to pay the Or.
Price or satisfy a withholding obligation in respeta Plan Award.

“Net Income” means as to any Fiscal Period, thernme after taxes of the Company for such Fiscalogeatetermined in accordance
with generally accepted accounting principles, fes that prior to the Fiscal Period, the Committkall determine whether any significant
item(s) shall be included or excluded from the glation of Net Income with respect to one or moaetieipants.

“New Orders” means as to any Fiscal Period, thra firders for a system, product, part, or servie¢ dine recorded for such Fiscal
Period.

“Non-Employee Director” means a member of the Boaht is not an employee of the Company or any iatf.

“Nonqualified Stock Option” means an Option granbydthe Committee to a Participant under the Plhithvis not designated by
the Committee as an Incentive Stock Option.

“Normal Termination” means termination of employrhenservice with the Company or an Affiliate:




0] on account of death or Disability;

(i) by the Company or such Affiliate without Cause; or
(iii) in the case of Plan Awards granted to an Eligible®or, a resignation from or a failure to be heeted to the
Board.

“Option” means an award granted under Section 7.
“Option Period” means the period described in Sect(d).
“Option Price” means the exercise price for an @pts described in Section 7(a).

“Original Effective Date” shall mean April 3, 200the date on which the Company’s 2000 Stock Og®lam was approved by the
Board.

“Participant” means an Eligible Person who has lmdacted by the Committee to participate in tt@Rind to receive a Plan
Award pursuant to Section 6.

“Performance Goals” means the goal(s) (or combgual(s)) determined by the Committee (in its disorg to be applicable to a
Participant with respect to an award of shareseasftfcted Stock or Restricted Stock Units. As deieed by the Committee, the Performa
Goals applicable to an award of shares of ResttiSteck or Restricted Stock Units may provide foargeted level or levels of achievement
using one or more of the following measures: (apudal Revenue, (b) Cash Flow, (c) Earnings Per Siidy&BITA, (e) Net Income, (f) Ne
Orders, (g) Personal Goals, (h) Return on Assats(i@ Return on Sales. The Performance Goalsdiféar from Participant to Participant
and from award to award. Any criteria used mayipmeasured in absolute terms, (ii) compared tmtler company or companies,

(iii) measured against the performance of the Compe a whole or a segment of the Company and/pm@asured on a pre-tax or post-tax
basis (if applicable).

“Personal Goals” means as to a Participant, theotibe and measurable goals set by a “managemaenttjbygtives” or other process
and approved by the Committee (in its discretion).

“Plan” means this Veeco Instruments Inc. 2000 Stackntive Plan.
“Plan Award” means an award of Options, RestriGéatk or Restricted Stock Units, as the Commitegterthines.

“Plan Award Agreement” means any agreement betweeCompany and a Participant who has been gran®ddn Award that
defines the rights and obligations of the partiesdto.

“Restricted Stock” means an award of Common Stotliest to restrictions as provided in Section 8hif Plan.
“Restricted Stock Agreement” means a Plan Awardeg&grent relating to the grant of Restricted Stock.

“Restricted Stock Unit” means a contractual rigasctibed in Section 8A hereof, to receive an ambaséed on the Fair Market
Value of a share of Stock.

“Restricted Stock Unit Agreement” means a Plan Advagreement relating to the grant of Restrictecciidnits.




“Return on Assets” means as to any Fiscal Perf@Net Income of the Company divided by the averdd®eginning and ending
assets.

“Return on Sales” means as to any Fiscal Peri@p#icentage equal to the Company’s Net Incomieeobtisiness unit's EBITA,
divided by the Company’s or the business unit'€nae for such Fiscal Period.

“Securities Act” means the Securities Act of 1988 amended.

“Stock” means the Common Stock or such other aigbdrshares of stock of the Company as the Comenitizy from time to time
authorize for use under the Plan.

“Subsidiary” means any subsidiary of the Compangefined in Section 424(f) of the Code.
3. Effective Date and Duration
The Plan is effective as of the Effective Date;visted that the effectiveness of the Plan and thiditsaof any and all Plan Awards
granted pursuant to the Plan is contingent uponasapof the Plan by the shareholders of the Compaa manner intended to comply with
the shareholder approval requirements of Secti6@¢nd) and 422(b)(i) of the Code.
The expiration date of the Plan, on and after whiglPlan Awards may be granted hereunder, shalid#&enth anniversary of the

Original Effective Date; providedhowever, that the administration of the Plan shall corgifmueffect until all matters relating to Plan
Awards previously granted have been settled.

4. Administration

The Committee shall administer the Plan. A majasitthe members of the Committee shall constitutgiorum. The acts of a majority
of the members present at any meeting at whicloauquis present or acts approved in writing by gomitg of the Committee shall be
deemed the acts of the Committee.

(a) Subject to the provisions of the Rdad applicable law, the Committee shall have thegopin addition to other express
powers and authorizations conferred on the Comenfitethe Plan, to: (i) designate Participants;d@jermine the type or types of Plan
Awards to be granted to a Participant; (iii) detier@the number of Shares to be covered by, or iggpect to which payments, rights, or o
matters are to be calculated in connection witanPwards; (iv) determine the terms and conditiohany Plan Awards; (v) determine
whether, to what extent, and under what circumsaftan Awards may be settled or exercised in &tsiek, other securities, other Plan
Awards or other property, or canceled, forfeitedwspended and the method or methods by which/Riemds may be canceled, forfeited,
suspended or, if applicable, settled or exerciéajifjetermine whether, to what extent, and undeateircumstances cash, Stock, other
securities, other Plan Awards, other property ahérmamounts payable with respect to a Plan Awhaall be deferred either automatically or
at the election of the holder thereof or of the @attee; (vii) interpret, administer reconcile amgonsistency, correct any default and/or
supply any omission in the Plan and any instruroematgreement relating to, or Plan Award granteceuntthe Plan; (viii) establish, amend,
suspend, or waive such rules and regulations apdigipsuch agents as it shall deem appropriateheoproper administration of the Plan; and
(ix) make any other determination and take anyragle&on that the Committee deems necessary oratiésifor the administration of the Pl




(b) Unless otherwise expressly providethPlan, all designations, determinations, inttgiions and other decisions under
or with respect to the Plan or any Plan Award or dmcuments evidencing Plan Awards shall be withensole discretion of the Committee,
may be made at any time and shall be final, cona@usnd binding upon all parties, including, withdimitation, the Company, any Affiliate,
any Participant, any holder or beneficiary of afgnPAward, and any shareholder.

(c) Notwithstanding any provision of thiafto the contrary, in order to foster and pronamtkievement of the purposes of the
Plan or to comply with provisions of law in otheuntries in which the Company or any of its Affiea operates or has employees, the
Committee, in its sole discretion, shall have thevgr and authority to (a) modify the terms and diowals of any Plan Awards made to
Eligible Employees employed outside the Unitede&dtgand (b) establish subplans, modified optiomaese procedures, and other Award
terms, conditions, and procedures to the exterit aotons may be necessary or advisable to comityprovisions of the laws and
regulations of countries outside the United Statesder to assure the lawfulness, validity an@&ff,eness of Plan Awards granted
hereunder.

(d) Notwithstanding the above, no Commitreamber may participate in any action of the Cortemitvith respect to any claim
or dispute regarding only that Committee member.

5. Grant of Awards; Shares Subject to the Plan

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

(a) Subject to Section 10, the aggregateler of shares of Stock in respect of which PlarmAls may be granted under the
Plan shall not exceed 8,530,000; provided furthat that aggregate number of Plan Awards issuéiteiform of Restricted Stock or
Restricted Stock Units shall not exceed 1,700,000

(b) Shares of Stock authorized under tlam Bhall be deemed to have been used in settlashBtdn Awards whether or not
they are actually delivered. In the event any Plarard shall be surrendered, terminate, expirdyeoforfeited, the number of shares of Stock
no longer subject thereto shall thereupon be rettasd shall thereafter be available for new grantker the Plan;

(c) Shares of Stock delivered by the Camyga settlement of Plan Awards granted under tha Phay be authorized and
unissued Stock or Stock held in the treasury ofdbmpany or may be purchased on the open mark®st private purchase;

(d) Subject to Section 10, (i) no persoryina granted Options under the Plan during anyndaleyear with respect to more
than 300,000 shares of Stock; (ii) no person magrhated Restricted Stock and Restricted StocksUmitler the Plan during any calendar
year with respect to more than 50,000 shares akStothe aggregatand

(e) Without limiting the generality of tipeeceding provisions of this Section 5, the Cortemimay, but solely with the
Participant’s consent, agree to cancel any Planrdwader the Plan and issue a new Plan Award istgution therefor upon such terms as
the Committee may in its sole discretion determmeyidedthat the substituted Plan Award satisfies all ayglie Plan requirements as of
date such new Award is made, providedherthat, without shareholder approval, no such aatiary lower the exercise price of a previously
granted Option.




6. Eligibility

Participation shall be limited to Eligible Persamso have received written notification from the Quittee, or from a person designated
by the Committee, that they have been selectedrticipate in the Plan.
7. Terms of Options

@) Option Grants.

() Eligible Persons The Committee is authorized to grant one or nhacentive Stock Options or Nonqualified Stock ©p#t
to any Eligible Person; providedhowever, that no Incentive Stock Options shall be gramteany Eligible Person who is not an employee of
the Company or a Subsidiary. Each Option so gdasitall be subject to the following conditions lektSection 7, or to such other conditions
as may be reflected in the applicable Plan Awarcedment.

(i) Eligible Directors. For periods prior to December 31, 2005, eackidhzant who is a Non-Employee Director of the
Company shall receive upon initial election to eéfiand thereafter annually on the date of the Cagipannual meeting of stockholders
( providedthat such date is at least 6 months following stilidible Director’s initial election to office) a@ption to acquire 10,000 shares of
Stock at a price equal to the Fair Market Valu¢hefshares of Stock subject to such Option on tte bf Grant.

(b) Option Price. The exercise price (“Option Price”) per share afc&tfor each Option shall be set by the Committabea
time of grant but shall not be less than the Fairkét Value of a share of Stock on the Date of Gsabject, in the case of an Incentive Stock
Option, to Section 7(Q).

(c) Manner of Exercise and Form of Payment.No shares of Stock shall be delivered pursuaahtoexercise of an Option
until payment in full of the aggregate exercise@itherefor is received by the Company. Optionglwhave become exercisable may be
exercised by delivery of written notice of exerciseghe Committee accompanied by payment of théo®Rrice. The Option Price shall be
payable in cash and/or, at the sole discretioh@Qommittee, shares of Stock valued at the Fark&iad/alue at the time the Option is
exercised (including by means of attestation of @emwhip of a sufficient number of shares of Stocken of actual delivery of such shares to
the Company), providetthat such shares of Stock are Mature Shares, theidiscretion of the Committee, either (i) inetiproperty having
a fair market value on the date of exercise equ#ie Option Price, (ii) by delivering to the Conti®é a copy of irrevocable instructions to a
stockbroker to deliver promptly to the Company aroant of loan proceeds, or proceeds of the satleeoStock subject to the Option,
sufficient to pay the Option Price or (iii) by suother method as the Committee may allow.

(d) Vesting.

(i) In General Unless otherwise provided in a Stock Option Agnent or other written agreement between the Coynaad
a Participant, Options shall vest and become esatz as follows:

x) with respect to one-third of the sisaoé Stock covered by the Option, on the first aargary of the Date
of Grant;

y) with respect to an additional one-thifcdthe shares of Stock covered by the Option hensecond
anniversary of the Date of Grant;




2) with respect to the remaining onedtluf the shares of Stock covered by the Optiortherthird
anniversary of the Date of Grant.

Notwithstanding the foregoing, the Committee mayits sole discretion, accelerate the exercisgtofitany Option, which acceleration sh
not affect the terms and conditions of any suchdDpdther than with respect to exercisability.af Option is exercisable in installments, <
installments or portions thereof which become egafile shall remain exercisable until the Optiopiess.

(i) Non-Employee Directors Notwithstanding Section 7(d)(i), Options grantedeligible Directors shall be immediately
vested and exercisable as of the Date of Grant.

(e) Option Period and Termination. An Option may be exercised by the holdergbgin accordance with Section 7(d)
above; provided however, that no Option shall be exercisable later tharesg/ears from the Date of Grant (the “Option Pa#io
Notwithstaning the foregoing, unless the applicable Stock @pAgreement or other written agreement betweelCtrapany and a
Participant provides otherwise, an Option shalliexparlier than the end of the Option Period mfibllowing circumstances:

(i) If prior to the end of the Option Period, tRarticipant shall undergo a Normal Termination,Gmion shall expire on the
earlier of the last day of the Option Period areldhte that is three months after the date of Blaoctmal Termination; providedhowever,
that any Participant whose employment with the Canypor any Affiliate is terminated and who is sulpsently rehired by the Company or
any Affiliate prior to the expiration of the Optiahall not be considered to have undergone a tatioin In the event of a Normal
Termination, the Option shall remain exercisablahgyParticipant for the period described in thgt §entence of this Section 7(e)(i), only to
the extent the Option was exercisable at the tifreeich Normal Termination.

(i) If the Participant dies prior to the end oét®ption Period and while still in the employ ongee of the Company or an
Affiliate, or following a Normal Termination but jor to the expiration of an Option, the Option $lexipire on the earlier of the last day of
Option Period and the date that is one year ditedate of death of the Participant. In such ewbetOption shall remain exercisable by the
person or persons to whom the Participant’s rightder the Option pass by will or the applicabledafdescent and distribution until its
expiration, only to the extent the Option was eisatole by the Participant at the time of death.

(iii) If the Participant ceases employmenservice with the Company and Affiliates for reas other than Normal Terminati
or death, the Option shall expire immediately upooh cessation of employment or service.

) Other Terms and Conditions. Except as specifically provided otherwise in ac&t@ption Agreement, each Option
granted under the Plan shall be subject to theviaflg terms and conditions:

0] Each Option or portion therdlot is exercisable shall be exercisable for thleainount of such exercisable
portion or for any part thereof.

(i) Each Option shall cease toelercisable, as to any share of Stock, when thicant purchases the share or
when the Option expires.

(iii) Subject to Section 9(h), Opt®shall not be transferable by the Participanepiby will or the laws of descent
and distribution and shall be exercisable durirgRlrticipant’s lifetime only by the Participant.




(iv) Each Option shall vest and breecexercisable by the Participant in accordanc@tbesions of Section 7(d).

(v) At the time of any exerciseanf Option, the Committee may, in its sole discretiequire a Participant to deliver
to the Committee a written representation thasthares of Stock to be acquired upon such exermise doe acquired for investment and not
for resale or with a view to the distribution thefre Upon such a request by the Committee, delieéisuch representation prior to the deli
of any shares of Stock issued upon exercise ofgin@shall be a condition precedent to the righthe Participant or such other person to
purchase any such shares. Inthe event certifidateStock are delivered under the Plan with resfmewhich such investment representation
has been obtained, the Committee may cause a legdegends to be placed on such certificates tieena@propriate reference to such
representation and to restrict transfer in the atsef compliance with applicable federal or st#eurities laws.

(vi) Each Participant awarded arefrtive Stock Option under the Plan shall notify @@mpany in writing
immediately after the date he or she makes a di§gjng disposition of any shares of Stock acquipdsuant to the exercise of such
Incentive Stock Option. A disqualifying disposities any disposition (including any sale) of su¢bc® before the later of (a) two years after
the Date of Grant of the Incentive Stock Option @émdone year after the date the Participant aeduine Stock by exercising the Incentive
Stock Option.

(9) Incentive Stock Option Grants to 10% Stockholders. Notwithstanding anything to the contrary in tBisction 7, if an
Incentive Stock Option is granted to a Participahb owns stock representing more than ten perdaheosoting power of all classes of stc
of the Company or of a Subsidiary, the Option Resgball not exceed five years from the Date of Godusuch Option and the Option Price
shall be at least 110 percent of the Fair Markdti®gon the Date of Grant) of the Stock subjed¢h®sOption.

(h) $100,000 Per Year Limitation for Incentive Stock Opions. To the extent the aggregate Fair Market Valuéefdened
as of the Date of Grant) of Stock for which InceatBtock Options are exercisable for the first thgeany Participant during any calendar
year (under all plans of the Company) exceeds $D00 such excess Incentive Stock Options shalldzad as Nongualified Stock Optio

() Voluntary Surrender. The Committee may permit the voluntary surrendallodr any portion of any Nonqualified Stock
Option granted under the Plan to be conditionedupe granting to the Participant of a new Optionthe same or a different number of
shares of Stock as the Option surrendered or reguich voluntary surrender as a condition precademgrant of a new Option to such
Participant. Such new Option shall be exercisabln Option Price, during an Option Period, anddoordance with any other terms or
conditions specified by the Committee at the tilreriew Option is granted, all determined in acaacdawith the provisions of the Plan
without regard to the Option Price, Option Periodany other terms and conditions of the Nonquedifstock Option surrendered.

8. Restricted Stock
a) Award of Restricted Stock.
(i) The Committee is authorized to award shareRedtricted Stock to any Eligible Person. Eachrdwdé Restricted Stock

shall be subject to the following conditions ofstiection 8, or to such other conditions as mafhected in the applicable Restricted Stock
Agreement.
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(i) The Committee shall from time teng, in its sole and absolute discretion, (A) selddth Eligible Persons shall
be awarded Restricted Stock, (B) determine thelase price, if any, and form of payment for RetdcStock; and (C) determine any other
terms and conditions applicable to such Restri&t®dk, consistent with this Plan.

(iii) Upon the selection of a Participantbe awarded Restricted Stock, the Committed sisafuct the Secretary of
the Company to issue a certificate representing Restricted Stock and may impose such conditione issuance of such Restricted Stock
as it deems appropriate.

(iv) Upon initial election to office, da®Non-Employee Director shall receive 5,000 shafdRestricted Stock.

(V) On the day following the date of kamnual meeting of the Company’s stockholderdh &am-Employee
Director with service greater than six months ptosuch date shall receive 5,000 shares of Resdrigtock.

(vi) The Restricted Stock granted pursuaarclause (iv) or (v) above shall be granted pans to a Restricted Stock
Agreement in a form, and having such terms asaguaroved by the Committee including, without lintida, that (A) the purchase price for
such shares shall consist solely of such Direstservice as a Director and (B) the Restrictiorth waspect to such Restricted Stock shall |
on the first anniversary of the Date of Grant, jided that the director remains continuously invgcgervice as a director for at least nine
months following the Date of Grant; provided funthigat the service requirement shall be deemeae teahisfied with respect to a particular
Director in the event of a termination of such Btme’s service as described in clause (i) of thiind@n of “Normal Termination.”

(b) General Restrictions.

0] All shares of Restricted Stock isdwnder this Plan (including any shares receiyeldiders thereof with respect
to shares of Restricted Stock as a result of stddlends, stock splits or any other form of retalpiation) shall, be subject to such
restrictions as the Committee shall provide, whigttrictions shall be set forth in the applicabésticted Stock Agreement and may include,
without limitation, restrictions concerning votimights and transferability and restrictions basedloration of employment with the
Company, Company performance and individual peréoree; provided, however, that the Committee, oh $eiens and conditions as it
determines to be appropriate, may remove any af #élfle restrictions imposed by the terms of thetReted Stock Agreement including,
without limitation, upon a Change in Control. Rised Stock may not be transferred, sold or enanadb until all restrictions terminate or
expire.

(i) The Committee, in its sole discoetj may impose such other restrictions on Shar&esfricted Stock as it may
deem advisable or appropriate, in accordance wighSection 8.

(iii) The Committee may set restrictidressed upon the achievement of specific performabjetives (Company-
wide, divisional, or individual), applicable fedeoa state securities laws, or any other basisrdeteed by the Committee in its discretion.

(© Section 162(m) Performance Restrictions.For purposes of qualifying grants of Restrictéock as “performance-based
compensation” under Section 162(m) of the CodeCibmittee, in its discretion, may set restrictibased upon the achievement of
Performance Goals. The Performance Goals shakkbly the Committee on or before the latest datmigsible to enable the Restricted
Stock to qualify as “performance-based compensatiader Section 162(m) of the Code. In grantingtReted Stock which is intended to
qualify under Section 162(m) of the Code, the Cottenishall follow any procedures determined byaitf time to time to be necessary or
appropriate to ensure
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qualification of the Restricted Stock under Sectié2(m) of the Code (e.g., in determining the Renmce Goals).

(d) Legend on Certificates. The Committee, in its discretion, may legenddésificates representing Restricted Stock to give
appropriate notice of such restrictions. For examihe Committee may determine that some or dificates representing Shares of
Restricted Stock shall bear the following legend:

“The sale or other transfer of the shares of stepkesented by this certificate, whether voluntarygluntary, or br
operation of law, is subject to certain restriciam transfer as set forth in the Veeco Instrumimts2000 Stock Incentive
Plan and in a Restricted Stock Agreement. A cdpgh@Plan and such Restricted Stock Agreementleagbtained from
the Secretary of Veeco Instruments Inc.”

(e) Termination of Employment. Except as otherwise expressly provided for heoein the applicable Restricted Stock
Agreement, any shares of Restricted Stock whiclsalogect to restriction at the time of an Emplogaermination of employment with the
Company for any reason, or when a director’s sera&director of the Company ends or when a cangudtrangement terminates, as
applicable, shall be forfeited upon such terminmatad the Participant shall have no further rightsr with respect to such shares.

) Repurchase of Restricted Stock. The Committee shall provide in the terms of eadividual Restricted Stock Agreem
that upon a termination of employment of a Paréinipor, if applicable, upon a termination of anysualting relationship between the
restricted stockholder and the Company, the Comphalil have the right but not the obligation, toghase any Restricted Stock held by ¢
Participant or consultant at a cash price per sbqual to the price paid by the Participant or attast for such Restricted Stock; provided,
however, that provision may be made that no sugttt of repurchase shall exist in the event of anlNdfTermination or termination of
consultancy without Cause.

(9) Restricted Stock Award Notice or Agreement. Restricted Stock shall be issued only pursuaatwaitten Restricted
Stock Award Notice or Agreement, which shall spetlife terms of the award and contain such otherdemd conditions as the Committee
shall determine, consistent with this Plan.

(h) Escrow; Rights as a Stockholder. The Secretary of the Company or such other esbhalder as the Committee may
appoint shall retain physical custody of each fiegtie representing Restricted Stock until allle# testrictions imposed under the Restricted
Stock Agreement with respect to the shares evidehgesuch certificate expire or shall have beenonead. While such shares are held by
escrow holder, the Participant shall have, unléssravise provided by the Committee and subjechéopirovisions of this Section 8, all the
rights of a stockholder with respect to said shasebject to any restrictions among other shareisldf Common Stock, including the righ
receive all dividends and other distributions paisnade with respect to the shares representeddbycertificate; provided, however, that in
the discretion of the Committee, any extraordirdisgributions with respect to the Common Stock lsb@lsubject to the restrictions set forth
in this Section 8.

() Return of Restricted Stock to Company. On the date set forth in the applicable Resti@®ck Agreement, the
Restricted Stock for which restrictions have npskd shall revert to the Company and again shatirhe available for grant under the Plan.
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8A. Restricted Stock Units
@) Award of Restricted Stock Units.

0] The Committee is authorized to advRestricted Stock Units to any Eligible Persoe Tommittee shall from
time to time, in its sole and absolute discreti@),select which Eligible Persons shall be awarBedtricted Stock Units, and (B) determine
any terms and conditions applicable to such ResttiStock Units consistent with this Plan, and isgsuch conditions on the issuance of
such Stock pursuant to such Restricted Stock disiis deems appropriate.

(i) The Committee may set restrictiamsthe vesting of Restricted Stock Units based uperachievement of
specific performance objectives (Company-wide,sional, or individual), applicable federal or stageurities laws, or any other basis
determined by the Committee in its discretion.

(iii) Restricted Stock Units that becopayable in accordance with their terms and conustighall be settled in shares
of Stock or, if so designated by the Committeesash or a combination of cash and shares of Sasctetermined by the Committee. Any
person who holds Restricted Stock Units shall havewnership interest in the shares of Stock takwkuch Restricted Stock Units relate
unless and until payment with respect to such Réstk Stock Units is actually made in shares otktaEach award of Restricted Stock Units
shall be subject to the terms and conditions &f 8gction 8A and/or to such other terms and canditas may be reflected in the applicable
Restricted Stock Unit Award Notice or Agreement.

(b) S ection 162(m) Performance Restrictions.For purposes of qualifying grants of Restrictéac® Units as “performance-
based compensation” under Section 162(m) of theeCibe Committee, in its discretion, may set retnns based upon the achievement of
Performance Goals. The Performance Goals shakkbly the Committee on or before the latest datmigsible to enable the Restricted
Stock Units to qualify as “performance-based comspéon” under Section 162(m) of the Code. In granRestricted Stock Units that are
intended to qualify under Section 162(m) of the €dtle Committee shall follow any procedures deigedhby it from time to time to be
necessary or appropriate to ensure qualificatiah®Restricted Stock Units under Section 162(nthefCode (e.g., in determining the
Performance Goals).

(c) Termination of Employment. Except as otherwise expressly provided for hewein the applicable Restricted Stock
Unit Agreement, any Restricted Stock Units thatehaot vested at the time of an Employee’s termimadf employment with the Company
for any reason (or, if applicable, when a direct@ervice as director of the Company ends or wheamaulting arrangement terminates, as
applicable) shall be forfeited upon such termirmat@nd the Participant shall have no further rightsr with respect to such Restricted Stock
Units.

(d) Dividend Equivalents; Extraordinary Distributions. A Participant who holds Restricted Stock Unitalshe credited
with Dividend Equivalents. Such Dividend Equivakeshall be credited to and paid to such Partitcipathe manner and at the time as
dividends are otherwise payable to Participants ladid Restricted Stock. In the discretion of then@nittee, any extraordinary distributions
on the Common Stock with respect to which an adjest is made to the Restricted Stock Units shafiigect to the terms and conditions,
vesting and other restrictions described in thistiSe 8A.

(e) Restricted Stock Unit Award Notice or Agreement. Restricted Stock Units shall be issued only pamsto a written
Restricted Stock Unit Award Notice or Agreementjahshall specify the terms of the award and corgaich other terms and conditions as
the Committee shall determine, consistent with Eié.
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9. General

@) Additional Provisions of a Plan Award. Subject to Section 409A of the Code, Plan Awardsted to a Participant unc
the Plan also may be subject to such other pravasijwhether or not applicable to the benefit awaditdeany other Participant) as the
Committee determines appropriate including, witHouitation, provisions to assist the Participamfinancing the purchase of shares of S
upon the exercise of options, provisions for thigfiture of or restrictions on resale or other dsfion of shares of Stock acquired under any
Plan Award, provisions giving the Company the rightepurchase shares of Stock acquired under amyARvard in the event the Participant
elects to dispose of such shares, provisions aligiie Participant to elect to defer the receiphafres of Stock with respect to Restricted
Stock Units or upon the exercise of Options fopecgied time or until a specified event, and psiss to comply with Federal and state
securities laws and Federal and state tax withhgldéquirements. Any such provisions shall beecd in the applicable Plan Award
Agreement.

(b) Compliance with Section 409A of the Codelt is the Company'’s intention that all Plan Awagtanted hereunder shall be
designed and administered in such manner thataregither exempt from the application of, or compith, the requirements of Section
409A of the Code. Notwithstanding anything heteithe contrary, any provision in the Plan thah&nsistent with Section 409A of the
Code shall be deemed to be amended to comply witlid® 409A of the Code, and to the extent suchigian cannot be amended to comply
therewith, it shall be null and void.

(c) Privileges of Stock Ownership.Except as otherwise specifically provided in tharRPho person shall be entitled to the
privileges of ownership in respect of shares otEtohich are subject to Plan Awards hereunder gatth shares have been issued to that
person.

(d) Government and Other Regulations. The obligation of the Company to make payment ahPAwards in shares of Stock
or otherwise shall be subject to all applicabledamles, and regulations, and to such approvafgolbgrnmental agencies as may be requi
Notwithstanding any terms or conditions of any PAavard to the contrary, the Company shall be umdeobligation to issue, offer to sell
to sell and shall be prohibited from issuing, dfigrto sell or selling any shares of Stock pursuarat Plan Award unless such shares have
been properly registered for issuance or sale patgo the Securities Act with the Securities andHange Commission or unless the
Company has received an opinion of counsel, satmfato the Company, that such shares may bedssdiered or sold without such
registration pursuant to an available exemptionettnem and the terms and conditions of such exemgtave been fully complied with. The
Company shall be under no obligation to registeidsuance or sale under the Securities Act arnlgeohares of Stock to be issued, offere
sold under the Plan. If the shares of Stock issofdred for sale or sold under the Plan are idsofered or sold pursuant to an exemption
from registration under the Securities Act, the @anmy may restrict the transfer of such shares amglegend Stock certificates representing
such shares of Stock in such manner as it deenisaddiy to ensure the availability of any such exionp

(e) Tax Withholding.

0] A Participant may be required ty pa the Company or any Affiliate and the Companyy Affiliate shall have
the right and is hereby authorized to withhold frany shares of Stock or other property deliverabiger any Plan Award or from any
compensation or other amounts owing to a Partitir@namount (in cash, Stock or other propertyarof required tax withholding and pay!
taxes in respect of the issuance, vesting or esei any Plan Award, or any payment or transfeleaia Plan Award or under the Plan and to
take such other action as may be necessary inpihen of the Company to satisfy all obligations foe payment of such taxes.
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(i) Without limiting the generality alause (i) above, the Committee may, in its soderdition, permit a Participant
to satisfy, in whole or in part, the foregoing witiding liability (but no more than the minimum tégd withholding liability) by
(A) delivery of shares of Stock owned by the Pgtint (which shares must be Mature Shares) withiaNfarket Value equal to such
withholding liability or (B) having the Company Wwhold from the number of shares of Stock othenisaable pursuant to the exercise of an
Option or from any Restricted Stock Award a numiifeshares of Stock with a Fair Market Value eqoauch withholding liability.

® Claim to Plan Awards and Employment Rights. No employee of the Company or any Affiliate, oretiperson, shall
have any claim or right to be granted a Plan Awarder the Plan or, having been selected for thet @faa Plan Award, to be selected for a
grant of any other Award. Neither the Plan nor aatjon taken hereunder shall be construed asgasity Participant any right to be retained
in the employ or service of the Company or any l#fte.

(9) No Liability of Committee Members. No member of the Committee shall be personallyididly reason of any contract or
other instrument executed by such member or obdtislf in his capacity as a member of the Commiitaefor any mistake of judgment
made in good faith, and the Company shall indemaifg hold harmless each member of the Committe@acid other employee, officer or
director of the Company to whom any duty or povegating to the administration or interpretatiortiod Plan may be allocated or delegated,
against any cost or expense (including counse) fad&bility (including any sum paid in settlenteaf a claim) arising out of any act or
omission to act in connection with the Plan unkessing out of such person’s own fraud or willfaldfaith; provided, howevelthat approve
of the Board shall be required for the paymentryf amount in settlement of a claim against any aezson. The foregoing right of
indemnification shall not be exclusive of any othghts of indemnification to which such personsyrha entitled under the Company’s
Articles of Incorporation or By-Laws, as a mattéftaw, or otherwise, or any power that the Comparay have to indemnify them or hold
them harmless.

(h) Governing Law. The Plan shall be governed by and construed inrdaoce with the internal laws of the State of Delea
without regard to the principles of conflicts ofMahereof, or principals of conflicts of law of anther jurisdiction which could cause the
application of the laws of any jurisdiction othbah the State of Delaware.

0] Nontransferability.

0] Each Option shall be exercisabléydoy the Participant during the Participant’s ifee, or, if permissible under
applicable law, by the Participant’s legal guardiamepresentative. No Plan Award may be assigalezhated, pledged, attached, sold or
otherwise transferred or encumbered by a Partitipuerwise than by will or by the laws of descandl distribution and any such purported
assignment, alienation, pledge, attachment, salesfer or encumbrance shall be void and unenfbleemainst the Company or any
Affiliate; providedthat the designation of a beneficiary shall notstibmte an assignment, alienation, pledge, attachnsale, transfer or
encumbrance.

(i) Notwithstanding the foregoing, tB®mmittee or its delegate may, in its sole disoretpermit Nonqualified Stoc
Options or Restricted Stock to be transferred Badicipant, without consideration, subject to sudbs as the Committee may adopt
consistent with any applicable Plan Award Agreenmtemireserve the purposes of the Plan, to:
(A) any person who is a “family membaef'the Participant, as such term is used in theuogons tc
Form S-8 (collectively, the “Immediate Family Mem§&®;
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(B) atrust solely for the benefit of the Rapant and his or her Immediate Family Members;

(C) apartnership or limited liability compamrose only partners or shareholders are the Retic
and his or her Immediate Family Members; or

(D) any other transferee as may be approveerfn) by the Board or the Committee in its sole
discretion, or (b) as provided in the applicablerPAward Agreement;

(each transferee described in clauses (A), (B)aft) (D) above is hereinafter referred to as arfiteed Transferee”); providetthat the
Participant gives the Committee advance writteiceadescribing the terms and conditions of the pseg transfer and the Committee noti
the Participant in writing that such a transfer \Wdoeomply with the requirements of the Plan. Fargmses of this paragraph, “delegate” shall
refer to the Chief Executive Officer of the Compaeycept with respect to the transfer of any ofe€kixecutive Officer's own Plan Awards.

(iii) The terms of any Plan Award transég in accordance with the preceding paragrapist{ill apply to the
Permitted Transferee and any reference in the Btan,any applicable Plan Award Agreement, to eii€ipant shall be deemed to refer to the
Permitted Transferee, except that (A) Permittech3ierees shall not be entitled to transfer any Rlaards, other than by will or the laws of
descent and distribution; (B) Permitted Transfesdedl not be entitled to exercise any transfeRkoh Awards unless there shall be in effe
registration statement on an appropriate form dogehe shares of Stock to be acquired pursuathiet@xercise of such Plan Award if the
Committee determines, consistent with any apple&tbéhn Award Agreement, that such a registratiatestent is necessary or appropriate,
(C) the Committee or the Company shall not be regluio provide any notice to a Permitted Transfendmther or not such notice is or
would otherwise have been required to be givehédParticipant under the Plan or otherwise, and{®xonsequences of termination of the
Participant’s employment by, or services to, thenfany or any Affiliate under the terms of the Péandl the applicable Plan Award
Agreement shall continue to be applied with respetbe Participant, following which the Plan Awarshall be exercisable by the Permitted
Transferee only to the extent, and for the perisgecified in the Plan and the applicable Plan Alwsgreement.

) Reliance on Reports.Each member of the Committee and each member @dhed shall be fully justified in relying,
acting or failing to act, and shall not be lialde having so relied, acted or failed to act in géaith, upon any report made by the independent
public accountant of the Company and upon any attiermation furnished in connection with the Ptanany person or persons other than
himself.

(k) Relationship to Other Benefits. No payment under the Plan shall be taken into addowetermining any benefits under
any pension, retirement, profit sharing, group rasge or other benefit plan of the Company or affilidte, except as otherwise specifically
provided in such other plan.

) Expenses.The expenses of administering the Plan shall beebby the Company.

(m) Pronouns. Masculine pronouns and other words of masculinelgeshall refer to both men and women.
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(n) Titles and Headings. The titles and headings of the sections in the Btarfor convenience of reference only, and in the
event of any conflict, the text of the Plan, rattien such titles or headings shall control.

(0) Termination of Employment. For all purposes herein, a person who transfera #mployment or service with the
Company to employment or service with an Affiliatevice versa, or from employment or service witle dffiliate to employment or service
with another Affiliate, shall not be deemed to héseminated employment or service with the Compangny such Affiliate.

(p) Severability . If any provision of the Plan or any Plan Awardréement is or becomes or is deemed to be invhdidal,
or unenforceable in any jurisdiction or as to amyspn or Plan Award, or would disqualify the Plaraoy Plan Award under any law deemed
applicable by the Committee, such provision shaltbnstrued or deemed amended to conform to tHeaple laws, or if it cannot be
construed or deemed amended without, in the datation of the Committee, materially altering theemt of the Plan or the Plan Award,
such provision shall be stricken as to such jucisol, person or Plan Award and the remainder eRtan and any such Plan Award shall
remain in full force and effect.

10. Changes in Capital Structure

(a) Adjustments . Plan Awards granted under the Plan and any Akard Agreements, the maximum number of shares of
Stock subject to all Plan Awards stated in Sechi(@) and the maximum number of shares of Stock keispect to which any one person may
be granted Plan Awards during any period stateskiction 5(d) shall be subject to adjustment ortitutisn, as determined by the Committee
in its sole discretion, as to the number, prickind of a share of Stock or other consideratiorjesttio such Plan Awards or as otherwise
determined by the Committee to be equitable (thaevent of changes in the outstanding Stock trdrcapital structure of the Company by
reason of stock or extraordinary cash dividendskssplits, reverse stock splits, recapitalizatimorganizations, mergers, consolidations,
combinations, exchanges, or other relevant chaimgespitalization occurring after the Date of Grahtainy such Plan Award or (i) in the
event of any change in applicable laws or any changircumstances which results in or would resuéiny substantial dilution or
enlargement of the rights granted to, or availéseParticipants, or which otherwise warrants &ghle adjustment because it interferes with
the intended operation of the Plan. Any adjustnireiricentive Stock Options under this Section Aflllsbhe made only to the extent not
constituting a “modification” within the meaning 8&ction 424(h)(3) of the Code, and any adjustmamder this Section 10 shall be made in
a manner which does not adversely affect the exemptovided pursuant to Rule 16b-3 under the ErgkaAct. Further, with respect to
Plan Awards intended to qualify as “performanceebasompensation” under Section 162(m) of the Cedeh adjustments or substitutions
shall be made only to the extent that the Commdttermines that such adjustments or substitutizens be made without causing the
Company to be denied a tax deduction on accouseofion 162(m) of the Code. The Company shall gaeh Participant notice of an
adjustment hereunder and, upon notice, such adgmtsiall be conclusive and binding for all purfgose

Notwithstanding the above, in the event of anyheffollowing:

A. The Company is merged or consolidatéti another corporation or entity and, in connettieerewith, consideration is
received by shareholders of the Company in a fdimrahan stock or other equity interests of thwising entity;

B. All or substantially all of the assefshe Company are acquired by another person;

C. The reorganization or liquidation & tCompany; or
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D. The Company shall enter into a writhgmeement to undergo an event described in cladid@r C above,

then the Committee may, in its discretion and ugbleast 10 days advance notice to the affectezbpsr cancel any outstanding Plan Aw:
and pay to the holders thereof, in cash or Stockng combination thereof, the value of such Plavasls based upon the price per share of
Stock received or to be received by other sharehsldf the Company in the event. The terms of$kistion 10 may be varied by the
Committee in any particular Plan Award Agreement.

(b) Section 409A of the Code Notwithstanding Section 10(a) above, or anythingeimeto the contrary, (i) any adjustments
made pursuant to Section 10(a) to Plan Awardsatetonsidered “deferred compensation” within tleaning of Section 409A of the Code
shall be made in compliance with the requiremehfeation 409A of the Code, (ii) any adjustmentslmpursuant to Section 10(a) to Plan
Awards that are not considered “deferred compemsasiubject to Section 409A of the Code shall belenia such a manner as to ensure that,
after such adjustment, the Plan Awards either ¢xtioue not to be subject to Section 409A of thee€or (y) comply with the requirements
of Section 409A of the Code, and (c) in any eveaither the Committee nor the Board shall haveatithority to make any adjustments
pursuant to Section 10(a) to the extent the exist@f such authority would cause a Plan Awardithabt intended to be subject to Section
409A of the Code at the time such Plan Award isigrd to be subject thereto.

11. Effect of Change in Control

Except to the extent reflected in a particular PAarard Agreement or other written agreement betwberCompany and a
Participant:

€) In the event of a Change in ContrblP&an Awards shall become immediately vestedQaitions shall become exercisa
and any restrictions applicable to shares of RasttiStock or Restricted Stock Units shall termanaith respect to 100 percent of the shares
subject to such Plan Award; providedowever, that no such vesting or termination shall oc€pravision has been made in writing in
connection with such transaction for (a) the cardtion of the Plan and/or assumption of such Phaaréls by a successor corporation (or a
parent or subsidiary thereof) or (b) the substitufior such Plan Awards of new options or awardRestricted Stock or Restricted Stock
Units covering the stock of a successor corporgtiomm parent or subsidiary thereof), with apprafgiadjustments as to the number and kinds
of shares and exercise prices. In the event okank continuation, assumption or substitution,Rtea and/or such Plan Awards shall
continue in the manner and under the terms so gedvi

(b) In addition, in the event of a Change&introl, the Committee may in its discretion apodn at least 10 days’ advance
notice to the affected persons, cancel any outstgritlan Awards and pay to the holders thereofash or stock, or any combination thereof,
the value of such Plan Awards based upon the peceshare of Stock received or to be received bgrathareholders of the Company in the
event.

(c) The obligations of the Company undier Plan shall be binding upon any successor cadiparar organization resulting
from the merger, consolidation or other reorgaimzadf the Company, or upon any successor corgorati organization succeeding to
substantially all of the assets and business o€tirapany. The Company agrees that it will make@mpate provisions for the preservation
of Participants’ rights under the Plan in any agreet or plan which it may enter into or adopt tieeff any such merger, consolidation,
reorganization or transfer of assets.
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12. Nonexclusivity of the Plan

Neither the adoption of this Plan by the Board thersubmission of this Plan to the stockholderhefCompany for approval shall
be construed as creating any limitations on theguay/the Board to adopt such other incentive gjgaments as it may deem desirable,
including, without limitation, the granting of stooptions otherwise than under this Plan, and sm@mgements may be either applicable
generally or only in specific cases.

13. Amendments and Termination

(a) Amendment and Termination of the Plan . The Board may amend, alter, suspend, discontoruerminate the Plan or
any portion thereof at any time; providéit no such amendment, alteration, suspensiotpmtigiuation or termination shall be made without
shareholder approval if such approval is necessacgmply with any tax or regulatory requiremenplagable to the Plan (including as
necessary to prevent the Company from being dented deduction on account of Section 162(m) ofGbde); and provideflirtherthat any
such amendment, alteration, suspension, discomtaguar termination that would impair the rightsaofy Participant or any holder or
beneficiary of any Plan Award theretofore grantedllsnot to that extent be effective without thesent of the affected Participant, holder or
beneficiary.

(b) Amendment of Plan Award Agreements . The Committee may waive any conditions or rigittder, amend any terms
or alter, suspend, discontinue, cancel or termjraatg Plan Award theretofore granted or the assedtiBlan Award Agreement, prospectively
or retroactively; providethat any such waiver, amendment, alteration, sispendiscontinuance, cancellation or terminattoat tvould
impair the rights of any Participant in respecan§ Plan Award theretofore granted shall not td éxéent be effective without the consent of
the affected Participant. Notwithstanding the faieg or anything in the Plan to the contrary, & iommittee determines that any provision
of any Plan Award would cause a Participant to iremy additional tax or interest under Section 4@®£he Code or any Treasury regulati
or guidance promulgated thereunder, the Commitia# kave the right, in its sole discretion, toorafi such provision to comply with Section
409A of the Code; provided that, the Committeelghalintain, to the maximum extent practicable, dhiginal intent and economic benefit to
such Participant of such provisions without vialgtiSection 409A of the Code.

(c) Repricing. Notwithstanding any other provision of this Plan,amendment or modification of the Plan or of &iyck

Option Agreement may lower the exercise price pfeviously granted award, nor may the Board, them@dtee or the Company cancel and
regrant an Option with the effect of repricing aption, without in either case shareholder approval.

* * *
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Exhibit 31.1
CERTIFICATION PURSUANT TO
RULE 13a—14(a) or RULE 15d—14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934
I, Edward H. Braun, Chairman and Chief Executivéigef of Veeco Instruments Inc., certify that:
1. | have reviewed this quarterly report on Form 1@€xhe period ended June 30, 2006 of Veeco Ingniminc.;
2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#itite a material fact necessary

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

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

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

defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial 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 registsdtsclosure controls and procedures and presemtads 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

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

@) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely 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 significéain the
registrant’s internal control over financial repogt

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Officer
Veeco Instruments In

August 4, 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 PresidenteCRinancial Officer and Secretary of Veeco Instemts Inc., certify that:

1.

2.

| have reviewed this quarterly report on Form 1@€xhe period ended June 30, 2006 of Veeco Ingniminc.;

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

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

The registrant’s other certifying officer and | assponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial 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 registsdtsclosure controls and procedures and presemtads 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 officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions):

@) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely 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 significéain 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 In

August 4, 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 @Qfor the period ended June 30, 2
as filed with the Securities and Exchange Commissinthe date hereof (the “Report”), |, Edward Haih, Chairman and Chief Executive

Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that:

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

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

/sl EDWARD H. BRAUN

Edward H. Braur

Chairman and Chief Executive Officer
Veeco Instruments In

August 4, 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 @Qfor the period ended June 30, 2
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, John F.rRér., Executive Vice President, Chief
Financial Officer and Secretary of the Companytifserpursuant to 18 U.S.C. Section 1350, as adbptesuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

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

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

/s/ JOHN F. REIN, JF

John F. Rein, Ji

Executive Vice President, Chief Financial Officer
and Secretary

Veeco Instruments In

August 4, 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.




