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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K
Ix/ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
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or

Il 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
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(State or other jurisdiction (I.LR.S. Employer
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Terminal Drive Plainview, New York 11803
(Address of principal executive office (Zip Code)
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Securities registered pursuant to Section 12(heRct:
None

Securities registered pursuant to Section 12(g) ¢e Act:
Common Stock, par value $.01 per share

Indicate by check mark whether the Registraphés filed all reports required to be filed byctsan 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the Registrant was redudadile such reports), and (2) has been
subject to such filing requirements for the past@gs. Yes /x/ No//

Indicate by check mark if disclosure of deliequifilers pursuant to Item 405 of Registration $Hot contained herein, and will not be

contained, to the best of Registrant's knowledyegfinitive proxy or information statements incorgted by references in Part Il of this
Form 1(-K or any amendment to this Form-K. /x/



The aggregate market value of the voting stadll by non-affiliates of the Registrant, basedtenclosing price of the Common Stock on
February 20, 2001 as reported on The Nasdag Nafibarket, was approximately $775,327,130. Sharésarhmon Stock held by each
officer and director and by each person who ownsos%hore of the outstanding Common Stock have leeeluded from this computation in
that such persons may be deemed to be affiliatds.determination of affiliate status is not neeethg a conclusive determination for other
purposes.

At February 20, 2001, the Registrant had 24 BB3outstanding shares of Common Stock.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant's Proxy StatementHe Annual Meeting of Stockholders to be heldvay 11, 2001 are incorporated by
reference into Part 1l of this Annual Report orrifiRal0-K.

SAFE HARBOR STATEMENT

This Annual Report on Form 10-K (the "Repoatntains forward-looking statements within the niegrof the Private Securities
Litigation Reform Act of 1995. Discussions contaigpisuch forward-looking statements may be founideims 1, 3, 7 and 7A hereof, as well
as within this Report generally. In addition, whesed in this Report, the words "believes," "antbgs," "expects,” "estimates," "plans,"
"intends," and similar expressions are intendedeatify forward-looking statements. All forwardeking statements are subject to a number
of risks and uncertainties that could cause acasllts to differ materially from projected resuksctors that may cause these differences
include, but are not limited to:

the dependence on principal customers and theceyclature of the data storage, semiconductor ptidad
telecommunications industries,

fluctuations in quarterly operating results,

rapid technological change and risks associatel thé acceptance of new products by individualamsts and by the
marketplace,

risk of cancellation or rescheduling of orders,

the highly competitive nature of industries in whibhe Company operates,

changes in foreign currency exchange rates, and

matters set forth in this Report generally.

Consequently, such forward-looking statemehntaikl be regarded solely as the Company's curtans pestimates and beliefs. The
Company does not undertake any obligation to upaiayeforwardlooking statements to reflect future events oruwinstances after the date
such statements

PART |
Iltem 1. Business.
The Company

Veeco Instruments Inc. ("Veeco" or the "Compamyas formed in 1989 as a Delaware corporatioreddedesigns, manufactures, markets
and services a broad line of equipment primarilydulsy manufacturers in the optical telecommunicetiaata storage au



semiconductor/research industries. These indusighscreate a wide range of information age prtsisech as computer integrated circuits,
personal computers, hard disc drives, network serdider optic networks, digital cameras, TV sgt-boxes and personal digital assistants.

The Company's Process Equipment products etgaeposit or remove (etch) various materialhamanufacturing of advanced thin film
magnetic heads for the data storage industry atidabpelecommunications components. The Compangiger with CVC, Inc. ("CVC") in
May 2000 strengthened Veeco's leadership positidhd data storage and optical telecommunicatiathsstries. With the acquisition of lon
Tech, Inc. ("lon Tech") in 1999, Veeco became #aaling supplier of ion beam deposition equipmenii¢édfast-growing optical filter market
(dense wavelength division multiplexing or "DWDMDWDM optical filters are used to expand the cafyaandwidth) of fiber optic
networks. Veeco's broad line of products featuliagling edge technology allows customers to imptowe to market of next generation
products.

Veeco's Metrology equipment is used to providiécal surface measurements on semiconductorcdsythin film magnetic heads and d
used in hard drives and in optical telecommunicetiand research applications. This equipment albmgtomers to monitor their products
throughout the manufacturing process in order forawe yields, reduce costs and improve productityual

Demand for Veeco's products has been drivethdyncreasing miniaturization of microelectronanmgonents; the need for manufacturers
to meet reduced time-to-market schedules whilerémgthe quality of those components; and, in thiadtorage industry, the introduction of
new giant magnetoresistive (GMR) thin film magnétéads (TFMHs) which require additional manufactgisteps and the ability to conduct
critical measurements for quality control and othemoses during the manufacturing process. THiyabi Veeco's products to precisely
deposit thin films, and/or etch sub-micron patteand make critical surface measurements in thesg@anents enables manufacturers to
improve yields and quality in the fabrication ovadced microelectronic devices, such as passiveetive optical telecommunications
components, TFMHs and semiconductor devices.

Veeco serves its world wide customers throlighQompany's global sales and service organiziigaied throughout the United States,
Europe, Japan and Asia Pacific. At December 310208eco had 1,333 employees, with manufacturieggarch and development and
engineering facilities located in New York, Califite, Minnesota, Colorado and Arizona.

Company Strategy

Veeco has, and will continue to pursue, thiofahg growth strategy:

Capitalize on the rapid growth in the optical teleenunications industry by expanding process equipraed metrology
solutions;

Pursue focused market opportunities in the semiectod industry in which Veeco has specific techgglteadership;

Strengthen the Company's position as the leading-%op shop" for etch, deposition and metrologyigent for the data
storage industry;

Pursue organic growth, as well as strategic mergeads where appropriate, to further expand the Gay’g breadth of product
line;

Leverage Veeco's technology and strategic custoateionships and assist customers' time to mddkeheir new products;

Utilize the Company's industry-leading global salaed service network to further strengthen custamlationships.
Veeco History

Veeco's strategy has been to pursue growthrappties in selected industries related to sendecmtor capital equipment. A critical part of
Veeco's strategy has been to expand its produethimugh acquisitions, which are identified onfibllowing chart:

Company/Assets Acquired Date of Transaction Primary Business Acquired
Certain physical vapor April 10, 1997 Physical Vapor Deposition tecluyy for data
deposition (PVD) assets storage industry

of Material Research



Corporation

(MRC)

Wyko Corporation July 25, 1997 Optical intedieretry for a broad range of
applications

Digital Instruments, Inc. May 29, 1998 Atomarée microscopy for a broad range of
applications

OptiMag, Inc. October 14, 1999 Optical measwmenand test for data storage
industry

lon Tech, Inc. November 4, 199 lon Beam Deposition for optical
telecommunications indust

Monarch Labs, Inc. January 31, 2000 Magnetiaddeement and Test for data storage
industry

Slider Level Crown (SLC) February 11, 2000 Purchase of SLC technologyitwo-machine and

product line of Seagate measure thin film magnetic heads

Technology, Inc

Certain Atomic Force March 23, 2000 Purchase of atomic force miapgdor a broad

Microscope assets from IB| range of application

CVC, Inc. and Subsidiaries May 5, 2000 Clustet equipment used in disk drive recording

heads, passive and active optical components and
specialty semiconductor applicatic

Industry Background

General Introduction: Optical telecommunications and semiconductorasyithin film magnetic heads and optical electr@oimponents
often consist of many intricate patterns on cicoit film layers. Depending upon the specific desijany given integrated circuit, a variety
of film thicknesses and a number of layers and fifjpes will be used to achieve desired performahegacteristics. Continued demand for
smaller, faster and less expensive microelectromicponents, particularly in the computer indugtias led to increasing miniaturization. T
increasing miniaturization is achieved throughraréased number of manufacturing steps involvieggr use of precise etching and
deposition equipment. In addition, metrology systeare used throughout the manufacturing process in
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order to monitor process accuracy, product qualgeatability and to measure critical dimensiams @ther physical features such as film
thickness, line width, step height, sidewall arayie surface roughness, thereby improving yields.

The market for microelectronic components hasvg rapidly in recent years, driven by corporatd aonsumer use of "information age"
products such as networked personal computers (B&skers and the Internet, among others. Whil€dmpany believes that the PC and
server markets are the primary driver of disk driwé growth, disk drives are also increasinglynigeised for emerging applications such as
television set-top boxes, video-on-demand systamd ,small electronic devices such as digital camana personal digital assistants.

Trends in the Optical Telecommunications Industin the telecommunications field, there is a nfmedigher bandwidth caused by the
rapidly expanding use of the internet and by tluegasing use of data intense file transfers, saalownloadable music, internet telephony
and streaming video. In response to this demandyatechnology called Dense Wavelength Division thdidxing (DWDM) was developed.
DWDM technology combines a number of wavelengths @nsingle optical fiber, thereby increasing thpacity of the fiber network. The
appeal of the technology is its ability to incretise capacity of the existing fiber optic telecommeations networks without laying additional
cable. DWDM has been described as sending lassepoff different colors simultaneously over the eséitver.

The use of DWDM in telecommunications netwdekshallenging component manufacturers to desigarigty of new devices that can be
integrated into DWDM systems. These include devibascan increase the number of wavelengths casjgn long distances, and develop
an all-optical layer so that wavelengths do nodneebe converted between optical and electricalads. There are two major "families" of
optical components, called passive and active @svithin film filters are the primary type of pagsdevice, and several examples of active
devices include pump and source lasers, amplifiedsmodulators



The typical high-speed fiber cable today traitsiat 2.5Gbps, or approximately 32,000 voice dadansmissions, but uses less than 1% of
the inherent bandwidth of the fiber. DWDM multigithe capacity of existing, embedded fiber opliioals by 8 to 32 times, or up to 80 Gk
An optical fiber with DWDM carries a number of wadeegths transmitting them at different wavelengtireugh the same fiber, and then
separates the wavelengths at the other end—themnaliiplying the capacity of the fiber.

Thin film interference filters are glass substs coated with precise multilayers of dieleatngterials to control transmission and reflect
Bandwidth and shape of filters are very importamtdemultiplexers to minimize the crosstalk (noiaeyl block unwanted light in optical
amplifiers. Veeco is a leading provider of ion bedeposition systems, which are today being uséelip create the optical filters which se
as a critical component of these DWDM systemsdiditeon, Veeco's broad range of ion beam etchpieaim deposition and physical vapor
deposition tools have applications in the manufactd active devices as well. In 2000 Veeco alsmduced a new family of metrology
systems designed especially to help optical comptom@nufacturers improve their yields and time-tarket with new products.

Trends in the Data Storage Industryn order to satisfy market demand for devicehwiteater storage capacity, the data storage irydust
developed new head designs incorporating highed densities which enable storage of more data.c@pacity of disk drives is largely
determined by the capability of the magnetic retaydheads, which read and write signals onto hakisd According to Peripheral Research,
areal densities have been increasing at more tlB@&w@annual rate and are expected to continue smdmtil at least 2002. As increased
storage capacity requires multiple disks per dnwagnetic head production is growing faster thanaverall disk drive industry. Most
magnetic heads produced prior to 1998 were indechut new designs utilize MR and GMR heads,
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which allow for higher areal densities. Inductivealds were limited to areal densities of approxitgpate? gigabits per square inch (Gbits/in
2), while MR heads allow for 5 Gbits/fand GMR heads are expected to allow for 100 Gbitddy the year 2005.

The Company believes that despite capital Spgnmbnstraints within the data storage industmpssantial investment has been and
continues to be made in GMR technology. PeriphReslearch forecasts that GMR head production isiggpfkom approximately 30 million
GMR heads in 1998 to 950 million in 2003. In aduitithe conversion to smaller sized heads (i.&cp"mnd even "femto" as compared to
"nano” designs currently in production) requirghter dimensional tolerance control.

Trends in the Semiconductor IndustrZurrent semiconductor industry technology treindside smaller feature sizes (sub-0.18 micron
line widths), larger substrates (i.e., the transitio 300mm wafers) and the increased use of nogtyah the manufacturing process. The
semiconductor industry is also undergoing trentiged to advanced interconnect and chemical mechbpolishing (CMP) technologies.
Semiconductor manufacturers use metrology toolkeir wafer fabrication facilities to detect prosekeviations as early in the manufacturing
process as possible. These tools are criticalitdd gnhancement resulting in cost reduction ia thcreasingly competitive environment.

Veeco's Products

Veeco offers two principal product lines: Pree&quipment and Metrology. Veeco divested its L2atection business on January 17,
2000, and the remaining Industrial Measurementyetsdrepresent a small percentage of the Compsalgs. Historical contribution to net
sales by each of these product lines is shown bidothe years indicated:

Year ended December 31,

2000 1999 1998

(Dollars in millions)

Process Equipmel $ 2162 $ 200 $ 137
% of net sales 56.(% 60.6% 48.5%

Metrology $ 159.6 $ 11272 $ 126.C
% of net sales 41.5% 34.(% 44 5%

Industrial Measuremel $ 10.€ $ 17.C $ 19.7
% of net sales 2.7% 5.2% 7.C%

See note 8 of Consolidated Financial Statemafrttee Company for additional information regagithe Company's reportable segments
and sales by geographic location.

Process Equipmel

Veeco produces several types of process equipnsed in the manufacture of optical components sis filters and lasers, data storage
components such as thin film magnetic heads andapesemiconductors such as GaAs (gallium arsgrdévices and MRAM (magnetic
random access memory). Veeco's Process Equipmedddrine includes



Deposition Systern

lon Tech SPECTOR® Systemkan Tech's IBD equipment is used to manufactueeipe multi-layer optical filters critical to extging
"bandwidth" of fiber optic telecommunication netlsr Able to precisely control thicknesses, withalbant repeatability, lon Tech's IBD
systems are used to create the filters that alloitipte channels to share the same optical fibeth\its precise control of deposition rates .
uniformities, SPECTOR is able to produce high y8edfl 0.8 nanometer bandwidths and below.
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lon Beam Deposition Systems (IBDY:eeco's IBD systems utilize an ion beam to degbai films and may be mated to Veeco's cluster
system platform to allow either parallel or sequadrgtch/deposition processes. lon beam deposstistems deposit high purity thin film
layers and provides maximum uniformity and repetitab

Physical Vapor Deposition System¥eeco's PVD systems are available in either agitay or static configuration which can be used to
deposit films in several ways. The planetary canfigion produces films with a high degree of umidy, repeatability and process control.
Multiple targets of different materials are prouida a single chamber to permit deposition of alsta films. The PVD systems are also
available in static configurations. These condishdividual chambers dedicated to a single tangaterial.

Diamond-Like Carbon Deposition Systemgeeco's DLC deposition system has been develtipedposit protective coatings on advan
TFMHSs. The system consists of a single cassetteuwadoadlock and a high vacuum processing chambibrtwo ion beam sources.

Etch System

Veeco develops and produces ion beam etchrsgstdich etch precise, complex features for usaamily by data storage and
semiconductor manufacturers in the fabricationis€réte and integrated microelectronic devices sischFMHs. Veeco's etch systems are
also applicable in the active optical telecommutidces marketplace.

The Nexus Family

In late 2000, Veeco introduced an umbrella Bnaame called "NEXUS™" to represent the integratibeeco's process equipment
products with those acquired as a result of thegaranith CVC. NEXUS is a fully integrated clusteot platform, combining several central
wafer handlers with a variety of Physical Vapor Bgition (PVD), lon Beam Deposition (IBD), lon Bedtch (IBE), Tunnel Insulator
Module (TIM), Metal Organic Chemical Vapor Depositi(MOCVD) and Atomic Layer Deposition (ALD) modsléo provide an advanced
ultra-high vacuum processing platform. NEXUS' pamd-play modularity and load lock automation allanenufacturers to rapidly
reconfigure for new processes.

Metrology

Veeco's metrology product line includes atofaice/scanning probe microscopes, optical metrotogys, magnetic force systems and
stylus profilers. These products offer a broad eapigsolutions to customers in the data storageicsmductor and optical
telecommunications industries, as well as verstiids for use by research and development ceatetsiniversities.

Atomic Force/Scanning Probe Microscopes (AFM/SF

Over time, the feature sizes in integrateduiiscand magnetoresistive elements of data stafagiees have decreased. Today, the smallest
feature sizes on integrated circuits are on therosfl130 nanometers. Plans are in place to faerioéegrated circuits with feature sizes as
small as 100 and then 70 nanometers within thefeexyears. Digital Instruments developed soméeffirst AFMs used in commercial
applications and most of the SPMs manufacturedsafdiby Digital Instruments are AFMs. SPMs, andipalarly AFMs, can directly
measure both lateral and vertical shapes with natemnesolution and with direct 3D capability. ontrast, lightbased instruments, includi
interferometric and confocal microscopes, havetédiateral resolution for measurements of less taf the wavelength of light, or less
than about 250 nanometers. Digital Instruments' Asebtucts utilize patented TappingMode ™ technol@ghieving the high resolution and
stability

previously obtainable only through destructive ptgiscontact with the sample surface while emplgyanight touch previously achievable
only through the less stable r-contact mode



In addition to topography, AFMs can also dilgateasure magnetic field (such as magnetic bita bard disk); electric field; hardness
(such as thin film integrity); electric charge diéngsuch as dopant concentrations in semicondsjttemperature (such as temperature
distribution in disk drive recording head elemenés)d various chemical properties (such as themdiffce in binding preference among
biological molecules). AFMs make these measuremamedmost any surface; in air, vacuum or undedduand with minimal sample
preparation.

Veeco produces a broad range of AFM/SPM praddesigned for data storage, semiconductor, aret ottustrial and research
applications. These products include the DimenSieries SPM, NanoScope SPMs and BioScope SPMs. ifiienBion 9000 Series AFM
provides an automated fab-ready platform for meéaguand visualizing semiconductor processes at BitBns and below. In 1999, Veeco
introduced the Series Vx Atomic Force Profiler, efhidelivers a combination of atomic force resolutiath long-scan capability, which is
ideal for specific growth applications in semicontitu metrology, such as Chemical Mechanical Plaation (CMP).

Through its merger with Digital Instruments¢.lnn May 1998, Veeco expanded its existing faroflynetrology products to include next
generation AFM/SPM technology capable of resohdng imaging nanometer-level dimensional variatiamd surface properties. The
Atomic Force Microscope "feels" the sample surfdicectly using a probe consisting of a very shgsprtounted on a microscopic spring arm
(a cantilever). The interaction of the probe whik surface is detected by measuring deflectiotiseo€antilever with an optical beam system.
AFMs permit resolution at the molecular level. B0OP, Veeco purchased from IBM certain assets rlmt¢heir atomic force microscope
(AFM) technology.

Stylus Profilers

Stylus profilers are used to produce crossigalt representations and/or quantitative measun&snehich are displayed on a video
monitor. Veeco's stylus profiler systems utilizpracision translation stage which creates relatieion between the sample and a diamond
tipped stylus. As the sample moves under the stglugace variations cause vertical translatiothefstylus, which is tracked and measured.
Stylus profilers are widely used for height, widpitch and roughness measurements of featuresnsicaeductor devices, magnetic and
optical storage media (e.g., hard drives), flatgbaiisplays and hybrid circuits. Veeco believes ttsastylus profiler products are recognized
for their accuracy, repeatability, ease of usetantnology features, and are designed to meetge rafindustry specifications and customer
requirements. Each of Veeco's stylus profilers ipotates a proprietary software package to agsidta collection, analysis and
interpretation. In 1999, Veeco combined the martufang facilities for its atomic force metrology distylus profiler products into one
location.

Optical Metrology (Interferometry and Test) Prodaict

Interferometry: Substantially all of Veeco'dioal metrology instruments, produced by Veecolssaliary, Wyko Corporation ("Wyko"),
are designed to make non-contact surface measutenngng interferometry technology. This proces®ives the use of either white light or
laser sources to measure surface roughness anel lshapeating interference patterns from the oppah difference between the test surface
and a reference surface. Using a combination ofgBkahifting interferometry (PSI) and vertical saagrinterferometry (VSI), these
instruments are designed to rapidly and precis@gsure and characterize a range of surface sideshapes.

Veeco's major optical products include the NFi&s, SP3200 and HD Series optical profilers.
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The NT Series product line measures surfacghmeess, height and shape on a wide variety of @sfancluding precision metals, films,
biomedical components, silicon, and advanced naseThe NT Series is widely used in the measuréwieMEMS
(MicroElectroMechanical Systems), such as mircaésnand micro-mirror arrays/switches for telecomications, accelerometers and
sensors for automotive use, and biomedical devices.

The SP3200 provides automated measurementifanaed semiconductor packages, including the Bigihsity Interconnect and flip-chip
systems used in microprocessors, cell phones adicatelevices. The SP3200 measures surface rougihecegsper trace critical dimensions,
bump height and diameter and bump coplanarity lisosi wafers and ceramic and organic substrates.

HD Series instruments are microstructure messant systems used by manufacturers of mass mamomponents including
manufacturers of heads, disks, drives and suspsditD Series instruments are used for researcllevelopment, production control,
process improvement, incoming parts inspectiom| firarts inspection and field failure analysis.

Other Optical Metrology products include defiasipection systems for data storage and optiteddaenmunications applications and
magnetic measurement equipment for characteribi@grtagnetoresistance of bulk films and patternedtds.

Optium Family



In early 2001, Veeco launched a new family @ftidlogy tools, Optium™, for process control anelgimanagement in optical
telecommunications component manufacturing. Adlieoinformation-age sectors, Veeco has focusembits competencies on yield
improvement and in-line monitoring, providing maactiurers with a comprehensive set of metrologyesyst These tools complement Veeco
process equipment, allowing the Company to offerttost integrated tool set for fast production ramg high-yield manufacturing. The
Optium family includes surface measurement andadeéview systems, as well as new wavelength ckeniaation tools. This extended
metrology capability helps control key processitaps for passive and active DWDM components, inolgitaser diode sources, DWDM
filters, mirror arrays, lenses and optical fib&reeco's Minneapolis, MN facility is also engagedtia development and production of
metrology products for the optical telecommunicasiindustry.

Industrial Measurement Equipme

As a result of the January 2000 divestitur¥eéco's Leak Detection business, the Company'striduMeasurement business now
consists primarily of X-Ray fluorescence ("XRF")dkness measurement systems. XRF systems meagtkeetbs and composition of multi-
layer metal structures including thin films for datorage, semiconductor and industrial application

Service and Sales

Veeco recognizes that its customer servicerozgéon is a significant factor in the Companylsaess. The Company provides service and
support on a warranty, service contract or an idd& service-call basis. Veeco also offers enhdnearranty coverage and services,
including preventative maintenance plans, on-gal an-site service plans and other comprehensiviceearrangements, product and
application training, consultation services andiehdur hotline service for certain products. Thenpany believes that offering 24 hours,

7 days per week worldwide support creates stroredationships with customers and provides a sigaifi competitive advantage.
Approximately 13.4% of Veeco's net sales for tharyended December 31, 2000 constituted revenuesdeovice and support and the sale of
spare parts and components. These results arel@itlo Veeco's process equipment, metrology anasinidl measurement sales, as
appropriate.

Veeco sells its products worldwide through 8@tegically located sales and service facilitreduding 18 in the U.S., six in Europe, four
Asia Pacific, and two in Japan. In 2000, Veeco oot to expand its direct worldwide sales andisersupport organization to focus on
combined field service and customer support foakco process equipment and metrology productef Ascember 31, 2000, Veeco
employed 145 sales and marketing representativie® B field service representatives.

Customers

Veeco sells its products to many of the wonhd&jor data storage, semiconductor and opticatéenunications manufacturers, and to
customers in other industries, research centersiaivérsities. For the year ended December 31, 200% of Veeco's sales were to data
storage customers, 23% to optical telecommunicafib8% to research/industrial customers and 158értticonductor customers. During t
period, sales to Veeco's top three customers, 8afgaK and IBM accounted for approximately 18%, 4f@ 4% of total sales, respectively.

Research and Development

Veeco believes that continued and timely dgwalent of new products and enhancements to exiptimgucts are necessary to maintain its
competitive position. Veeco utilizes informatiorpplied by its customers and distributors to desigd develop new products and product
enhancements and to reduce timerarket for these products. Veeco's research anelafswent programs are organized by product line;
products have been introduced into each of Vegeotiuct lines in each of the past three years.

Veeco's research and development expensesappreximately $53.9 million, $44.2 million and $@0nillion, or approximately 13.9%,
13.4% and 14.3% of net sales, for the years endeember 31, 2000, 1999 and 1998, respectively.eTérsenses consisted primarily of
salaries, project material and other product dgrakent and enhancement costs.

Manufacturing

The Company's principal manufacturing actigitiehich consist of design, assembly and test ¢ipes are organized by product and take
place at its facilities in Plainview, New York, Raster, New York, Santa Barbara, California, Tu¢cgaizona, Ft. Collins, Colorado,
Minneapolis, Minnesota, San Diego, California arahkkonkoma, New York.

The Company's manufacturing and research avelafament functions have been organized by proliet The Company believes that
this organizational structure allows each prodingt manager to more closely monitor the produatsvitich he is responsible, resulting in
more efficient sales, marketing, manufacturing sestarch and development. The Company seeks toasmplcustomer responsiveness,
customer service, high quality products and a nmieractive management style. By implementing theaeagement philosophies,



Company believes that it has increased its coniypetiéss and positioned itself for future growth.

Certain of the components and sub-assemblabsded in the Company's products are obtained i@imgle source or a limited group of
suppliers. Although the Company does not believ®dependent upon any supplier of the componemisab-assemblies referred to in the
previous sentence as a sole source or limited sdarany critical components, the inability of tBempany to develop alternative sources, if
required, or an inability to meet a demand or dgmged interruption in supply or a significant iease in the price of one or more compor
could adversely affect the Company's operatinglt®su

Backlog

The Company's backlog consists generally oflpcoorders for which a purchase order has beesiveat and which are scheduled for
shipment within twelve months. Because certairhef@ompany's orders require products to be shipp#c same quarter in which the order
was received, and due to possible changes in dglsahedules, cancellations of orders and delaghijpment, the Company does not believe
that the level of backlog at any point in time iseccurate indicator of the Company's future pentorce.

Competition

In each of the markets that it serves, Veecedaubstantial competition from established coitgqust some of which have greater financ
engineering, manufacturing and marketing resoutttaas VVeeco. In addition, many of Veeco's produate fcompetition from alternative
technologies, some of which are more establishadl those used in Veeco products. Significant manfgéactors for metrology and process
equipment tools include system performance, acgurapeatability, ease of use, reliability, cosbafership, and technical service and
support. Veeco believes it competes favorably erbihsis of these factors in each market Veeco selane of Veeco's competitors
competes with Veeco across all of Veeco's prodoes!

Veeco competes with metrology product manufactusuch as KLA-Tencor, ThermoMicroscopes and Aggmporation. Veeco competes
with process equipment manufacturers such as Uniditachi, Nordiko, and Oxford Resources.

Intellectual Property

Veeco's success depends in part on its prapyigtchnology. Although Veeco attempts to proiescintellectual property rights through
patents, copyrights, trade secrets and other mesdinere can be no assurance that Veeco will lea@bprotect its technology adequately or
that competitors will not be able to develop simikchnology independently.

Veeco has patents and exclusive and non-exellisenses to patents owned by others coveringioeof its products, which Veeco
believes provide it with a competitive advantagee®o has a policy of seeking patents when apptepriainventions concerning new
products and improvements as part of its ongoiegarch, development and manufacturing activitieecd believes that there are no patents
which are critical to its operations, and thatsbecess of its business depends primarily on tienteal expertise, innovation, creativity and
marketing and distribution ability of its employees

Veeco also relies upon trade secret protedtioiis confidential and propriety information. Teecan be no assurance that others will not
independently develop substantially equivalent gedgry information and techniques or otherwisengaicess to Veeco's trade secrets or that
Veeco can meaningfully protect its trade secretsddition, the Company cannot be certain thatlithet be sued by third parties alleging
that the Company has infringed their patents oemitftellectual property rights. If any third pagyes Veeco, the Company's business, result:
of operations or financial condition could be mity adversely affected.

Following the merger with Digital, in Septemld&€98, Veeco and IBM entered into a cross liceigseament providing for the grant by
Veeco to IBM and the grant by IBM to Veeco of thenrexclusive right to make, use or sell AFM/SPMdurats utilizing technology covered
by certain patents held by Veeco and IBM, respebtivl he agreement terminates in August 2003. Tassdicense agreement replaced a
prior patent license agreement between IBM andtaligi
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Employees

At December 31, 2000, the Company had 1,333@maps, comprised of 457 in manufacturing andrigstLl45 in sales and marketing, 216
in service and support, 335 in engineering, reseanct development, and 180 in general administratia finance. The success of the
Company's future operations depends in large path® Company's ability to recruit and retain eegiis, technicians and other hic-skilled



professionals who are in considerable demand. Td¢grde no assurance that the Company will be seftdén retaining or recruiting key
personnel. The Company believes that its relatwaitis its employees are good.

Other than Edward H. Braun and John F. Reintile Company's Chairman, Chief Executive Offeed President and the Company's
Executive Vice President and Chief Financial Officespectively, the Company's executive officeesreot in general subject to employment
agreements or non-competition agreements with timagany.

Item 2. Properties.

The Company's headquarters office and its jpaenanufacturing, research and development aled sad service facilities, as well as the
approximate size and the segments which utilizé sacilities, are:

Location Size (sq. ft.) Owned/Leased Use
Plainview, NY 75,00( Ownec Headquarters and Process Equipn
Tucson, AZ(1) 110,00( Ownec Metrology

Santa Barbara, C. 100,00( Ownec Metrology

Rochester, N\ 90,00( Ownec Process Equipmel

Fort Collins, CC 60,00( Ownec Process Equipmel

Ronkonkoma, NY 40,00( Leaser Industrial Measurement and Process Equipr
San Diego, C/ 11,00( Leasel Metrology

San Jose, C, 11,00¢( Leasel Process Equipment and Metrolc
Bloomington, MN 10,00( Leasel Process Equipment and Metrolc
Fort Collins, CO(2] 10,00( Leaset Process Equipmel

1)

The Company's optical metrology business utilizggreximately 60,000 square feet of this facilithelbalance is available for
expansion.

(2)

Consists of two separate facilities in the sameeggriocation and with the same landlord.

The Tucson, Santa Barbara and Rochester fesilite subject to mortgages which, at Decembe2@®10), had outstanding balances of
$2,186,000, $6,490,000 and $1,855,000, respectiValy Ronkonkoma, San Diego, San Jose, BloomingtadnFort Collins leases expire in
2003, 2005, 2002, 2002 and 2002, respectively.ddrapany signed a teyear lease for a 32,000 square foot facility in \dhmary, New York
to house its headquarters office. The Company égpeenove into these premises in mid-2001.

The Company's foreign subsidiaries lease sfmaagse as sales and service centers in EnglaadcEr Germany, Ireland, Japan, Korea,
Malaysia, Singapore and Taiwan. The Company bdi#edacilities are adequate to meet its currees.

Item 3. Legal Proceedings.
Environmental

The Company may, under certain circumstanaespligated to pay up to $250,000 in connectiof Wit implementation of a
comprehensive plan of environmental remediatidtsa&®lainview, New
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York facility. The Company has been indemnified &owy liabilities it may incur in excess of $250,00ith respect to any such remediation.
No comprehensive plan has been required to datn &ithout consideration of such indemnificatidre Company does not believe that .
material loss or expense is probable in conneetitim any remediation plan that may be proposed.

The Company is aware that petroleum hydrocadooiamination has been detected in the soil asitbeof a facility leased by the
Company in Santa Barbara, California. The Compasylieen indemnified for any liabilities it may inevhich arise from environmental
contamination at the site. Even without consideratif such indemnification, the Company does néebe that any material loss or expense
is probable in connection with any such liabilities

The former owner of the land and building iniethDigital's operating facilities and offices doeated has disclosed that there are
hazardous substances present in the ground urelbuilding. Management believes that the compretiemsdemnification clause that is p



of the purchase contract provides adequate proteagiainst any environmental issues that may arise.
Non-Environmental

The Company is involved in various legal pratirgs arising in the normal course of its businésshe opinion of the Company's
management, based upon the advice of counsel|tihmate resolution of these matters will not hawaaterial adverse effect on the
Company's financial position, results of operationsash flows.

Item 4. Submission of Matters to Vote of Security Ildlders.
None.

12

PART Il
Item 5. Market for the Registrant's Common Equity and Related Stockholder Matters.

The Common Stock is quoted on The NASDAQ Natidviarket under the symbol "VECQO". The 2000 and9.B@h and low closing
prices are as follows:

2000 1999
High Low High Low
First Quartel $ 114.0C $ 37.0C $ 62.2¢ $ 36.5(
Second Quarte 75.1¢ 42.0C 43.8¢ 29.81
Third Quartel 115.5( 67.81 36.7¢ 26.8¢
Fourth Quarte 104.0( 31.8¢ 49.1: 24.6:%

On February 20, 2001, the closing price for@menpany's Common Stock on the NASDAQ National Markas $42.88. As of
February 20, 2001, the Company had approximatebysb@reholders of record.

On May 5, 2000, in connection with the CVC magrghe Company issued to the former shareholdeZ¥/€, Inc., a total of 5,386,238
shares of Common Stock. The securities were registender the Securities Act of 1933 pursuantregéstration statement on Form S-4.

On January 31, 2000, in connection with the &oh merger, the Company issued to the former btddkrs of Monarch a total of 282,224
shares of Common Stock. The securities were issttbdut registration under the Securities Act 082%ursuant to Section 4(2) thereof.

The Company has not paid dividends on the Com&tock. The Company intends to retain future eaiif any, for the development of
its business and, therefore, does not anticipattethie Board of Directors will declare or pay anwidends on the Common Stock in the
foreseeable future. In addition, the provisionshaf Company's current credit facility limits ther@oany's ability to pay dividends. The Board
of Directors will determine future dividend politbyased on the Company's results of operations, diaboondition, capital requirements and
other circumstances.
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Item 6. Selected Consolidated Financial Data.

The financial data set forth below should kedrin conjunction with "Management's Discussion Andlysis of Financial Condition and
Results of Operations" and with the Company's Clidfsied Financial Statements and notes theretodiet! elsewhere in this Form 10-K.

Years ended December 31,

2000 1999 1998 1997 1996

(In thousands, except per share data)

Statement of Operations Data(1),(2):



Net sales
Cost of sale:

Gross profit

Costs and expenses

Merger and reorganization expen

Loss on sale of leak detection business
Write-off of purchased in-process technology
Write-off of deferred charges

Asset impairment charg

Operating income
Interest (income) expense, net

Income before income taxes and cumulative effechahge in
accounting principle
Income tax provision

Net income before cumulative effect of change icoaniting principle
Cumulative effect of change in accounting pringjplet of income taxes

®)

Net (loss) incom«

Earnings per share:

Net (loss) income per common share before cumeaffect of chang
in accounting principle

Cumulative effect of change in accounting principle

Net (loss) income per common sh

Diluted net (loss) income per common share befareuative effect of
change in accounting princip
Cumulative effect of change in accounting principle

Diluted net (loss) income per common share

Pro forma Income Tax Presentation(7):
Income before income taxes
Pro forma income tax provisic

Pro forma net income

Pro forma net income per common sh

Pro forma diluted net income per common share
Weighted average shares outstanding

Diluted weighted average shares outstan:

Balance Sheet Data(1),(2):

Cash, cash equivalents and short-term investments
Working capital

Total assets

Long-term debt (including current installmen
Shareholders' equity

$ 386,66¢ $ 329,52: $ 283,15¢ $ 285,99¢ $ 219,20
227,83(3) 176,15: 157,46( 154,77: 120,07¢
158,83( 153,36¢ 125,69¢ 131,22! 99,12¢
137,43( 110,58¢ 95,69! 86,16: 61,647
14,20¢3) 2,60((4) 7,50((4) 2,25((4) —
— 2,50( — — —
— 2,47¢ — 4,20( —
— — 67E — —
3,7243) — — — —
3,472 35,20¢ 21,83: 38,61: 37,48:
(1,307 (695) 2,18¢ 71E (39)
4,77¢ 35,90« 19,647 37,89¢ 37,52(
4,277 13,92¢ 6,01( 9,237 7,067
502 21,98! 13,63 28,66 30,45:
18,38: — — — —
$ (17,880) $ 21,9816) $ 13,63i(6) $ 28,66: $ 30,45:
| | | | |
$ 0.0z $ 1.07 $ 0.7z $ 1.5€ $ 1.67
$ (0.77) — — — —
$ (0.75) $ 1.076) $ 0.736) $ 1.5€ $ 1.67
— — — — —
$ 0.0z $ 1.0Z $ 0.7C $ 1.4¢ $ 1.61
$ (0.79) — — — —
$ (0.72) $ 1.02(6) $ 0.7(6) $ 1.4¢ $ 1.61
— — — — —
N/A N/A $ 19,641 $ 37,89¢ $ 37,52(
N/A N/A 7,46¢ 14,44 13,08¢
N/A N/A $ 12,18% $ 23,45¢ $ 24,43:
| | | | |
N/A N/A $ 0.65 $ 1.27 $ 1.34
N/A N/A $ 0.62 $ 1.21 $ 1.2¢
23,80t 20,60¢ 18,77 18,43( 18,27¢
25,12¢ 21,46 19,43¢ 19,42¢ 18,97:
As of December 31,
2000 1999 1998 1997 1996
$ 90,31t $ 80,74( $ 23,59¢ $ 22,98¢ $ 27,37(
220,46: 171,97 97,977 79,74: 71,84¢
423,28 341,19¢ 221,99¢ 209,78 149,83«
16,06: 38,70« 35,86 26,97! 18,53¢
282,90¢ 223,94 127,71¢ 107,57¢ 82,84«
14

@)

Prior to the merger with Veeco, CVC's fiscal yead &vas September 30. Therefore the Statement ala@pes Data for all years
presented through 1999 were derived from CVC'anfifed statements for the respective twelve montiied September 30. In
addition, the Balance Sheet Data through 1999 wasetl from CVC's September 30 balance sheets.

@)

Prior to the merger with Veeco, lon Tech's fisadhyend was June 30. In connection with the metigerfinancial results of lon Tech
were recast for 1998 to conform to Veeco's Decerilhgrear end. For the year ended 1997, historgsallts include lon Tech's fiscal
year ended June 30, 1998 results, thus resultistximonths of 1998 activity included in the 19@8ults of operations.

®)

Veeco incurred non-recurring charges of $33.3 anillluring the year ended December 31, 2000, ofw$®3.0 million related to the
merger with CVC. Of these charges, a $15.3 miliion-cash charge related to a write-off of invent@ngluded in cost of sales),
$14.0 million represented merger and reorganizatasts (of which $9.2 million related to investmbahking, legal and other one-
time transaction costs and $4.8 million pertaireduplicate facility and personnel costs) and $3ililon was for the writ-off of



long-lived assets. See Note 2 to the ConsolidateahnEial Statements.

4)
During 1999, the Company recorded charges of $2l®mrelated to merger expenses in connectiomtie merger with lon Tech.
In 1998, the Company recorded merger and reorgémizexpenses of $7.5 million related to the mergith Digital. During 1997, th
Company incurred $2.3 million of merger expensesoimunction with the merger with Wyko.

(5)
Effective January 1, 2000, the Company changemiéthod of accounting for revenue recognition inoadance with SAB 101.

(6)

The Company adopted SAB 101 effective January Q0 28ad this adoption taken place on January 18,18& income, net income
per common share and diluted net income per conshare on a pro forma basis would have been asvgillo

1999 1998

Net income $ 1369 $ 12,68
Net income per common she $ 0.6€ $ 0.6¢
Diluted net income per common shi $ 064 $ 0.6t

()
Pro forma net income and pro forma earnings paeshigesent income taxes as if Digital, which wasgad with the Company in
May 1998 in a transaction accounted for as a pgalfrinterests, had been a "C" corporation fopaliods presented and, therefore,
subject to federal income taxes at the corporat.I€rior to the merger, Digital had elected "Sfporation status for income tax
purposes and, therefore, was not subject to federaine taxes.

Item 7. Management Discussion and Analysis of Finaial Condition and Results of Operations.
Overview

Veeco is a leader in the development, manufactonarketing and servicing of a broad line of miea metrology and process equipment
used to measure, test and manufacture microeléctpooducts for the data storage, semiconductorogtidal telecommunications markets.
Process equipment is primarily used to etch andslematerials in the manufacture of TFMHs andagitactive and passive devices that
greatly expand the bandwidth (capacity) of exisfibgr optic networks. Metrology equipment is prithaused to measure critical dimensic
of optical and semiconductor devices, as well asIHE.

During the past several years, Veeco has gtrengd both the process equipment product lingtadhetrology product line with strategic
acquisitions. See "ltem 1. Business—The Companyufsitipn History" above. Veeco's consolidated ficiahcondition and results of
operations have been restated to reflect the mewgén CVC, lon Tech and Digital, as they have baecounted for as pooling of interests.
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Results of Operations

The following table sets forth, for the periaddicated, the relationship (in percentages) tdcted items of Veeco's consolidated
Statements of Operations to its total net sales:

Year Ended December 31,

2000 1999 1998
Net sales 100.(% 100.(% 100.(%
Cost of sale: 58.¢ 53.t 55.€
Gross profit 41.1 46.5 44 .4
Operating expense
Research and developmt 13.€ 13.4 14.c
Selling, general and administrati 20.4 20.C 19.¢
Amortization expens aL{e 0.1 0.1
Other expense (income), r 0.2 0.C (0.9
Merger and reorganization expen 3.7 0.8 2.7
Loss on sale of leak detection busin — 0.8 —
Write-off of purchased i-process technolog — 0.7 —

Write-off of deferred charge — — 0.2



Asset impairment char aL{e — —

Total operating expens 40.2 35.¢ 36.7
Operating incom: 0.S 10.7 7.7
Interest expens 0.€ 0.¢ 1.C
Interest incom (0.9 (1.2 (0.2
Income before income taxes and cumulative effechahge in accounting princig 1.2 10.€ 6.9
Income tax provisiol 1.1 4.2 2.1
Net income before cumulative effect of change icoaating principle 0.1 6.7 4.8
Cumulative effect of change in accounting principlet of income taxe 4.8 — —
Net (loss) incomi (4.7% 6.7% 4.8%
| | |

Years Ended December 31, 2000 and 1999

Net sales were $386.7 million for the year ehBecember 31, 2000, representing an increase7ol $billion, or 17.3%, when comparec
the year ended December 31, 1999. Sales in the Eufpe, Japan and Asia Pacific, respectivelypaaed for 50.4%, 14.3%, 20.9% and
14.2% of the Company's net sales for the year ebdegmber 31, 2000. Sales in the U.S. increaseppsoximately $43.1 million, or
28.4%, from 1999. The increase in U.S. sales ixjpally associated with a $34.6 million increasiocess equipment sales of lon Tech to
the optical telecommunications industry. Europeslasdecreased by $5.9 million, or 9.6%, when coathto the prior year. Sales in Japan
and Asia Pacific increased by $6.6 million, or 8,3%d $16.0 million, or 41.3%, respectively, over tomparable 1999 period. The increase
in sales in Japan principally reflects increasdessaf AFM products, while Asia Pacific's increas@rimarily due to the February 2000
purchase of the slider crown adjust product lifree Tompany believes that there will continue ta@barter-to-quarter variations in the
geographic concentration of sales.

Process equipment sales of $216.3 millionHerytear ended December 31, 2000, increased by #iilidh or 8.0% due to a $41.8 million
or 205% increase in sales, principally to the @tielecommunications industry, partially offsetdgecline in sales to data storage custol
Metrology sales of $159.8 million for the year eddecember 31, 2000 increased by $47.7 million25% from the comparable 1999
period, reflecting a 54.6% increase in optical miefyy products from the newly acquired metrologgihasses of OptiMag, Monarch and the
slider crown adjust product lines, as well
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as a 26.3% increase in the sale of AFMs. Industndsurement sales for the year ended Decemb203Q, of $10.6 million decreased
38.2% from the comparable 1999 period principallg tb the sale on January 17, 2000 of the Comp&aKksdetection business.

Veeco received $607.3 million of orders for ylear ended December 31, 2000, representing a 7#ct&ase from $347.7 million of orde
in the comparable 1999 period. Process equipmeet®increased 79.0% to $396.4 million primarile da strong orders for lon Tech's
SPECTOR related equipment, principally to the @gtielecommunications industry, which reflectedr@ased orders of 456.6%, or
$169.4 million, over the comparable 1999 periodtiglegy orders increased 79.1% to $200.4 milliditering a 74.9% increase in orders
AFMs as well as an 87.6% increase in orders facapmetrology products from the newly acquired mletlgy businesses of OptiMag,
Monarch and the slider crown adjust product limedustrial measurement orders decreased 26.9%0t& $illion principally due to the sale
on January 17, 2000 of the Company's leak detebtisiness. The book-to-bill ratio for the year ehB=cember 31, 2000 was 1.57 to 1.

In connection with the merger with CVC, the Gmany incurred non-recurring charges of $33.0 milliluring 2000, of which a
$15.3 million non-cash charge, or 4.0% of net sakdated to the write-off of inventory, which hasen included in cost of sales. Gross profit
for the year ended December 31, 2000 decreased 1664rom 46.5% in 1999. Excluding the non-recugriamarges, gross profit as a
percentage of net sales decreased to 45.0%, duaryi to a 5.7% decline in data storage procesgpegent gross margins from 1999 levels
due to the volume decline, as well as price ant messures. Metrology gross margin decreased.#®@&8 2000 compared to 56.0% in 1¢
due primarily to new product transition in optica¢trology, primarily at the Company's Minneapoits,swhich produces the slider crown
adjust product line.

Research and development expense for the peleadeDecember 31, 2000 of $53.9 million, increase9.7 million, or 22.0%, over the
comparable period of 1999, due primarily to thetoared investment in new products and technologyih the process equipment and
metrology businesses as well as investment witheaiso acquired businesses which did not have acahe spending in 1999.

Selling, general and administrative expense®&/8f9 million for the year ended December 31, 28@6eased $13.1 million, or 19.8% over
the comparable period of 1999. As a percentagale§sselling, general and administrative expersg®sent 20.4% for the year enc



December 31, 2000 compared to 20.0% for the yededDecember 31, 1999. The 2000 increase is atblrito the expansion of direct
sales and service presence in both Japan and théasific regions, as well as the purchase of Conwealth, OptiMag and the slider cro
adjust product lines, which had lower comparablerafing spending in 1999 since these acquisiticer®\accounted for using the purchase
method of accounting.

Amortization expense for the year ended Decer@be2000 of $3.7 million, increased by $3.3 moillj or 680%, over the comparable
period of 1999, due to the addition of intangildsets of businesses purchased in 1999 and 200@dimg OptiMag, slider crown adjust
product line and the atomic force microscope protine.

As previously noted, during 2000, Veeco incdmen-recurring charges of $33.0 million in conjtioie with the merger with CVC. Of
these charges, a $15.3 million non-cash chargtetketa a write-off of inventory (included in codtsales), $14.0 million represented merger
and reorganization costs (of which $9.2 millioratet to investment banking, legal and other one-tiransaction costs and $4.8 million
pertained to duplicate facility and personnel coatgl $3.7 million was for the write-down of longdd assets. The Company implemented a
reorganization plan in an effort to integrate CWithe Company, consolidate duplicate manufaajuiacilities and reduce other operating
costs. The $4.8 million charge for duplicate fagiind personnel costs principally related to tlosing of the CVC Virginia facilities and an
approximate 200-person work force reduction, which
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included both management and manufacturing emp#oy2ering the year, the entire accrual of $14.0iomlfor merger and reorganization
costs was expended. The write-down of long-livesksto estimated net realizable value relatedariiynto leasehold improvements,
machinery and equipment and intangible assetsW@'€Virginia facilities. In addition, the $15.3 lion non-cash write-off of inventory
principally related to CVC's Virginia facilities gpduct line of ion beam etch and deposition equigmEme Company has integrated the
technology from this product line into Veeco's &rig ion beam etch and deposition products. Aceaylgh, the Company has determined that
a portion of this product line's inventory is neeable in the future.

During 1999, the Company recorded charges @ $#llion and $2.5 million before taxes relatedtie merger with lon Tech and the sale
of the leak detection business, respectively. mjuction with the OptiMag acquisition, the Compagegorded a $1.3 million write-off of the
fair values of acquired in-process research anéldpment ("R&D") projects that had not reached textbgical feasibility and had no
alternative uses. On the date of acquisition, Opgid in-process R&D value was comprised of the amision 1.0 hardware and software
component development program that was complet@@@®9. In conjunction with CVC's acquisition of Cammnwealth Scientific
Corporation, CVC recorded a $1.2 million chargetf@ write-off of acquired in-process research deelopment costs, including products
in the development stage that had not reached itadteasibility and for which there is no alteriwatfuture use. Due to the merger of Veeco
and CVC, the Company implemented a reorganizatiam, pvhich included the closing of CVC's Virginiacflities. Due to this restructuring,
the in-process R&D program has been abandonedeb@admpany. During 2000, approximately $608,000d®sEn spent on this program.

Income taxes for the year ended December 310 atounted to $4.3 million, or 89.5% of incomedoefincome taxes and cumulative
effect of change in accounting principle, as coragawith $13.9 million, or 38.8% of income beforedme taxes in 1999. The higher
effective tax rate for 2000 is due to approximatlp.0 million of non-deductible charges relatethi® $33.0 million merger and
reorganization charges incurred in conjunction it merger with CVC.

As described in Note 1 to the Company's Codatdid Financial Statements, effective January @0 2the Company changed its method of
accounting for revenue recognition in accordandé Btaff Accounting Bulletin (SAB) No. 10Revenue Recognition in Financial
StatementsThe cumulative effect of this change on prior yeaesulted in a charge to income of $18.4 millioat(af income taxes of
$12.6 million) which is included in the ConsolidatStatement of Operations for the year ended DeeeBih 2000.

Years Ended December 31, 1999 and 1998

Net sales were $329.5 million for the year ehBecember 31, 1999, representing an increase6f $illion, or 16.4%, when comparec
the year ended December 31, 1998. Sales in the Euspe, Japan and Asia Pacific, respectivelypacted for 46.1%, 18.5%, 22.6% and
11.8%, respectively, of the Company's net salethioyear ended December 31, 1999. Sales in theréhined relatively flat, while
international sales included a 64.4% increasepardand a 58.8% increase in Asia Pacific from tiraparable 1998 period. The increase in
sales in Japan and Asia Pacific principally refidntreased process equipment sales to data stouagemers along with increased metrology
sales in Asia Pacific for data storage and semigcted applications. During the last 2 years, thenfany has established subsidiaries in t
regions that provide direct Veeco sales and serVise Company believes that there will continubéajuarter-to-quarter variations in the
geographic concentration of sales.

Process equipment sales of $200.3 millionHerytear ended December 31, 1999, increased by $6Bidh or 45.9% from the comparable
1998 period, as sales improved across all prodhes related to data storage. The Company belibatshe shift in data storage sales to
process equipment
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from metrology products in 1999 is a result of onsérs focusing on GMR product qualifications rattman yield improvement. Additionall
25.4% of the increase related to strong lon Tetdsda the optical telecommunications industry $hd.3 million additional sales resulting
from the Commonwealth acquisition in May 1999. Isilial measurement sales for the year ended Deae3ibd999, of $17.1 million
decreased 13.5% from the comparable 1998 periottoMgy sales of $112.2 million for the year endtember 31, 1999 decreased by
$14.0 million, or 11.1%, from the comparable 19@8iqd, principally reflecting decreased purchadesetrology products in data storage
applications.

Veeco received $347.7 million of orders for ytear ended December 31, 1999, representing a 22&#ase from $283.6 million of orde
in the comparable 1998 period. Process equipmelersincreased 65.4% to $221.4 million as a regwh increase in orders of ion beam
etch products and strong orders for lon Tech's DWeMted equipment. Metrology orders decreased’d4d8$111.9 million reflecting the
reduction in orders for inspection equipment faladstorage. Industrial measurement orders decredsgeo to $14.3 million as a result of a
reduction in orders of industrial leak detectiomipgnent. The book-to-bill ratio for the year endeéecember 31, 1999 was 1.06 to 1.

Gross profit for the year ended December 3291 $153.4 million represents an increase of B27llion from the comparable 1998
period. Gross profit as a percentage of net saeased to 46.5% in 1999 from 44.4% in 1998. R®eguipment gross margin improved to
42.5% in 1999 compared to 39.0% in 1998 principa#iya result of increased sales volume. Metrolaggggmargin improved to 56.0% in
1999 compared to 51.2% in 1998 in spite of the m@Ewecline noted above. The metrology margin imgnoent is due to favorable mix and
pricing in both the atomic force microscope andagbtinspection product lines.

Research and development expense for the peadeDecember 31, 1999 of $44.2 million increase®i®6 million, or 8.8%, over the
comparable period of 1998, as the Company increids@d/estment in new product development, pritgddr the process equipment prod
line.

Selling, general and administrative expensek66{8 million for the year ended December 31, lid@8eased $9.9 million, or 17.7% over
the comparable period of 1998. As a percentagale§sselling, general and administrative expersg®sent 20.0% for the year ended
December 31, 1999 and 19.8% for the year endedritsme31, 1998. The 1999 increase is attributabsntmcrease in international sales
service personnel and locations. In 1999, the Comypacelerated the transition from representativedistributor organizations to direct
Veeco sales and service capability in Japan ana Racific.

During 1999, the Company recorded charges @ $#llion and $2.5 million before taxes relatediie merger with lon Tech and the sale
of the leak detection business, respectively. Imjuaction with the OptiMag acquisition, the Compaegorded a $1.3 million write-off of the
fair values of acquired in-process research anéldpment projects that had not reached technolbfgeaibility and had no alternative uses.
On the date of acquisition, OptiMag's in-procesR&lue was comprised of the Oasis version 1.0varel and software component
development program that was expected to reach letionpin March 2000. This program includes theadtiction of certain new
technologies. At the acquisition date, OptiMag'sORgrogram was approximately 84% complete, withrdraainder completed in 2000. On
the acquisition date, certain projects within Opidvs R&D programs were expected, if successfldetgin to bear results in 2001. These
estimates are subject to change, given the unotesiof the development process, and no assucamcbe given that deviations from these
estimates will not occur. Additionally, this profegill require maintenance R&D after it has reaclestate of technological and commercial
feasibility. Management believes the Company istjpped to complete the R&D program. However, thisrask associated with the
completion of the project and there is no assurdémaiethe project will meet with either technolagior commercial success. In conjunction
with CVC's acquisition of Commonwealth Scientifiorgoration,
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CVC acquired purchased in-process R&D, which inetithe value of products in the development stagehad not reached technological
feasibility and for which there was no alternativure use. Accordingly, the amount of $1.2 milli@onsisting of four technology groupings:
ion source products, etch modules, deposition nesdaihd dielectric deposition modules, which hadvalues of $0.2 million, $0.5 million,
$0.3 million and $0.2 million, respectively, wagpexsed in 1999. The fair value was determined usi@gncome approach, which involves
estimating the discounted after-tax cash flowshattable to projects based on the projects' sthgerapletion. A discount rate of 35% was
applied to the projects' cash flows and there wermaterial changes from historical pricing, masgiand expense levels. Due to the merger
of Veeco and CVC, the Company implemented a redzgtan plan, which included the closing of CVC'sgihia facilities. Due to this
restructuring, the Commonwealth in-process R&D paioghas been abandoned by the Company. During 2p@dpximately $608,000 has
been spent on this program.

During 1998, the Company recorded a $7.5 nnilpoe-tax charge for merger and reorganization esge principally related to the merger
with Digital, of which approximately $1.7 milliorepresented severance and other costs and an estiloss on a future sublease of an
abandoned office and manufacturing facility. At Beder 31, 1999, approximately $35,000 remaineduadcior these expenses. During
1999, the Company incurred approximately $900,d0tbsts that were charged against the accrual.

Income taxes for the year ended December 39 afhounted to $13.9 million, or 38.8% of incomébe income taxes, as compared v



$6.0 million, or 30.6% of income before income e 1998. The lower effective tax rate in 1998eets Digital's "S" Corporation tax status
for five months in 1998 (through the merger date)an "S" Corporation, Digital was not subjectédéral income tax at the corporation
level.

Liquidity and Capital Resources

Net cash provided by operations totaled $10lBomin 2000 compared to $9.1 million in 1999 a$8.5 million in 1998. Cash provided by
operations in 2000 includes adjustments to recemet (loss) to net cash provided principally froom-cash charges for depreciation and
amortization, cumulative effect of change in acamgprinciple related to SAB 101, non-cash meiygat reorganization expenses and a
stock option income tax benefit aggregating $82l0an plus an increase of accounts payable andusttexpenses, deferred gross profit and
other current liabilities of $7.0 million and $9#illion, respectively. These items were partialffset by the net loss of $17.9 million and an
increase in accounts receivable, inventories afefide income tax benefit of $24.1 million, $20.8lion and $22.0 million, respectively.
Accrued expenses and other current liabilitiesdased due primarily to the increase in customeositpand advanced billings for current
bookings, partially offset by the decrease in inedaxes payable. Accounts receivable increasedodiine increased sales volume for 2000.
The increase in inventories is attributable to piaitbn ramp for both lon Tech products and metrpltpls. The increase in deferred tax
benefit is due to future tax deductions related@pally to stock options and inventory reserves.aXesult of the merger and reorganization
costs incurred in connection with the CVC mergsmwell as the income tax benefit associated wighstiock option exercises, the Company
anticipates a refund of income taxes of approxitgaié.1 million. Net cash provided by operationstiee year ended December 31, 2000
included operating activities for the three morghded December 31, 1999 related to CVC. Prioreéarnrger, CVC's fiscal year end was
September 30. Net cash from operations in 1999teesfrom (i) net income plus non-cash chargegi&preciation and amortization, loss on
the sale of the leak detection business, writesbffurchased in-process technology and a stockiojticome tax benefit aggregating
$39.0 million plus increases in accrued expensdso#rer current liabilities and accounts payabl&2b million and $1.2 million,
respectively. These items were partially offseghyincrease in accounts receivable, inventoriesaateferred income tax benefit of
$26.2 million, $3.3 million and
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$3.5 million, respectively. The increase in accregdenses and other current liabilities is prinkypdue to an increase in income taxes
payable. Accounts receivable increased due toaset sales volume. The increase in inventoriesattidisutable to an increase in process
equipment orders as well as certain shipments ligtayed by customers at December 31, 1999. Natfoas operations in 1998 resulted
from net income plus non-cash charges for depiieniaind amortization, stock option income tax birsefd certain merger and
reorganization charges of $27.5 million and a deseeof accounts receivable of $3.6 million. Thésms were partially offset by increases in
inventories and a deferred income tax benefit 08 $8illion and $1.3 million, respectively and dexses of accounts payable and accrued
expenses and other current liabilities of $8.5iomlland $9.7 million, respectively. The increaseientories resulted from the increased
order and sales levels and to support new prodtrciductions through demonstration tools.

Net cash used in investing activities in 208taled $4.7 million compared to $63.3 million indBBand $13.1 million in 1998. Cash used in
2000 consisted of $13.8 million for the purchasassfets of acquired businesses and capital expegslitf $17.8 million, partially offset by
net sales and maturities of shtetm investments of $24.0 million, proceeds from $hle of the leak detection business of $3.0aniléind th
sale of property, plant and equipment of $0.5 mrilliincluded in the net cash used in investingsdiets for the year ended December 31,
2000 is investing activities for the three monthded December 31, 1999 related to CVC. Prior tarieeger, CVC's fiscal year end was
September 30. Cash used in 1999 consisted of netigses of short-term investments of $50.9 mill&$13 million for the purchase of
OptiMag's net assets and $12.2 million of capixplemditures, partially offset by $3.1 million ofgmeeds from sale of property, plant and
equipment. The net purchases of short-term investinesulted from the proceeds of the Company'fiqaffering in February 1999. Net
cash used for investing activities in 1998 primardlated to capital expenditures of $13.1 million.

Net cash provided by financing activities teth#25.6 million in 2000 compared to $60.2 milliorl999 and $11.2 million in 1998. The
generation of cash in 2000 primarily resulted fretiock issuances of $31.3 million, partially offbgtdebt repayments of $9.3 million. Net
cash provided by financing activities for the yeaded December 31, 2000 also included financingities for the three months ended
December 31, 1999 of $3.6 million related to CV@oPto the merger, CVC's fiscal year end was Septr 30. The generation of cash in
1999 primarily resulted from a public offering hetCompany in February 1999, proceeds from exeafistock options and stock issuances
under the Company's employee stock purchase pthi&s million net proceeds from borrowings undiees of credit, partially offset by
repayments of longerm debt. The generation of cash in 1998 restitted proceeds from borrowings under the lines efldr stock issuanc
and proceeds from long-term debt of $3.6 millio.8hmillion and $9.0 million, respectively. This aont was partially offset by repayments
of long-term debt of $3.1 million and distributiottsformer Digital shareholders of $2.1 million.

The Company has an unsecured $40.0 millioni€Fedility (the "Credit Facility") which may be ed for working capital, acquisitions and
general corporate purposes. The Credit Facilitydbederest at the prime rate of the lending bahkgs such rate may be increased to a
maximum rate of 0.25% above the prime rate in thenethe Company's ratio of debt to cash flow edseedefined ratio. A LIBOR-based
interest rate option is also provided. The Creditilty expires December 31, 2001, but under certanditions is convertible into a term
loan, which would amortize quarterly through DecemBl, 2005. The Credit Facility contains certamanants, including a restriction on |
Company's ability to pay dividends. As of Decem®Er2000, there were no amounts outstanding uhdeCtedit Facility. The Company's
CVC subsidiary also had a $15.0 million bank lifiemredit, which allowed for borrowings based ontagr financial criteria and which had



interest rate of prime. As of December 31, 2000bowowings were outstanding under this line. ABetember 31, 1999, approximately
$10,679,000 was outstanding under this line. Omdan31, 2001, this line was terminated by the Camyp
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In connection with the atomic force microscageguisition, the Company is required to pay appnately $4.8 million of the purchase pi
to the seller, due in four equal quarterly instalhts, with the final payment due on March 23, 20%Lof December 31, 2000, approximately
$3.6 million has been paid.

In connection with the OptiMag acquisition, iempany will be required to pay considerationhte former shareholders of OptiMag ba
upon both year 2000 sales and the appraised valDptiMag. During the year, approximately $1,60@@d contingent consideration related
to OptiMag's revenues has been accrued and recasdad addition to excess of cost over net assgtsrad. The contingent consideration
based upon the appraised value of OptiMag is ctiyrant known. The amount will be determined byilatiependent appraiser during 2001.

The Company believes that existing cash baktogether with cash generated from operationsaamalints available under the Credit
Facility will be sufficient to meet the Company®jected working capital and other cash flow reguients (including the payments descri
in the preceding paragraphs) through 2001.

Risk Factors That May Impact Future Results

In addition to the other information set fohtrein, the following risk factors should be caligfaonsidered by shareholders of and by
potential investors in the Company.

Dependence on Microelectronics Industry; Cycligabf Data Storage, Semiconductor and Optical Tetaoanications Industrie¥/eeco"
business depends in large part upon the capitareiures of data storage, semiconductor and dpéiecommunications manufacturers
which accounted for the following percentages ef @ompany's net sales for the periods indicated:

Year Ended December 31,

2000 1999 1998
Data Storag 44% 62% 60%
Optical Telecommunicatior 23% 7% 3%
Semiconductor/research/industi 33% 31% 37%

The data storage, semiconductor and opticatéehmunications industries have been charactebyg@yclicality. These industries have
experienced significant economic downturns at weritmes in the last decade, characterized by @i product demand, accelerated
erosion of average selling prices and producticeroapacity. A downturn in the businesses of omaare of the Company's customers could
have a material adverse effect on the Companydtsesf operations or financial position.

Fluctuations in Quarterly Operating Result§/eeco's quarterly results have fluctuated sigaifily in the past and we expect this trend to
continue. Factors which affect quarterly resultdude:

cyclical patterns of capital spending by customers,

a downturn in the market for personal computersyork servers, opto-telecommunication devices beoproducts
incorporating data storage, opto-telecommunicat@rsemiconductor technology,

market acceptance of Veeco's systems and Veedaitsnoers' products,

specific economic conditions in the data storagmisonductor, and optical telecommunications indest

the timing of significant orders and customer ataepe of Veeco's products,

the introduction of new products by Veeco and d@spetitors,
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production and quality problems and resulting stdptdelays,

changes in the cost of materials, and

disruption in sources of supply.

Many of these factors are beyond Veeco's cbrifrdeeco's net sales levels in a particular ¢grado not meet expectations, Veeco's
operating results will be adversely affected, whitdly have an adverse impact on the Company's Cortoak price.

Rapid Technological Change; Importance of Tinioduct Introduction. The data storage, semiconductor and optical
telecommunications manufacturing industries argesuitto rapid technological change and new prodhinbductions and enhancements.
Veeco's ability to remain competitive will depemdpiart upon the Company's ability to develop imeety and cost effective manner new and
enhanced systems at competitive prices and to aetyipredict technology transitions. In additioew product introductions or
enhancements by Veeco's competitors could causeliael in sales or loss of market acceptance ot¥sexisting products. Increased
competitive pressure could also lead to intensifigde competition resulting in lower margins, whizould materially and adversely affect
Company's business, financial condition and resifltperations. The Company's success in develppitrgducing and selling new and
enhanced systems depends upon a variety of fagtohsding:

Veeco's product offerings,

timely and efficient completion of product desigrdalevelopment,

timely and efficient implementation of manufactyyiprocesses,

effective sales, service and marketing, and

product performance in the field.

Because new product development commitments$ beusiade well in advance of sales, new produdsies must anticipate both the
future demand for the products under developmethtia® equipment required to produce such prodiesco cannot be certain that it will
successful in selecting, developing, manufactuaing marketing new products or in enhancing exigtirglucts.

Risk of Cancellation or Rescheduling of OrdefSustomer purchase orders are subject to carioallat rescheduling by the customer,
generally with limited or no penalties. Therefdracklog at any particular date is not necessagjtyesentative of actual sales for any
succeeding period. The Company's net sales andtopgresults for a quarter may depend upon orolataned for systems to be shipped in
the same quarter that the order is received. litiaddVeeco derives a substantial portion of i sales in any fiscal period from the sale of a
relatively small number of high-priced systems.aA®sult, the timing of recognition of revenue dasingle transaction could have a material
adverse effect on Veeco's sales and operatingsestdeco's business and financial results foriqodar period could be materially and
adversely affected if orders are cancelled or redaled or if an anticipated order for even oneeysis not received in time to permit
shipping during the period.

Highly Competitive Industry.The industries in which Veeco operates are imtlgnsompetitive. Established companies, both doimesid
foreign, compete with each of Veeco's product lindany of Veeco's competitors have greater findneiggineering, manufacturing and
marketing resources than the Company. A substantiastment is required by customers to install imbegrate capital equipment into a
production line. As a result, once a manufactuesr $elected a particular vendor's capital equipnveeco believes that the manufacturer
generally relies upon that equipment for the spepifoduction line application and frequently véttempt to consolidate its other capital
equipment requirements with the same vendor. Adeglyl if a particular customer selects a
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competitor's capital equipment, the Company expectxperience difficulty in selling to that custenfor a significant period of time. The
Company believes that Veeco's ability to competeasssfully depends on a number of factors bothimahd outside of Veeco's control,
including:

price,

product quality,

breadth of product line,

system performance,

cost of ownership,

global technical service and support, and

success in developing or otherwise introducing pexducts.
Veeco cannot be certain that it will be abledmpete successfully in the future.

Dependence on Principal Customers; Industry c@otration. Veeco relies on its principal customers for asigant portion of its sales.
Veeco's principal customers include Seagate Teoggolnc. ("Seagate") and International Businesshitees Corporation ("IBM"). The
following table sets forth the percentage of Vegoet sales to customers with sales greater th#nii@ny of the respective periods:

Year Ended December 31,

2000 1999 1998
Seagat 18% 19% 15%
IBM 4% 12% 14%

The loss of a major customer, or of a signiftqaortion of the sales to a major customer, cauldersely affect Veeco's results of
operations. Veeco's ability to increase saleserftiture will depend in part upon Veeco's abilidyobtain orders from new customers. The
Company cannot be certain that it will be abledcsd. In addition, a relatively small number ofy@manufacturers, many of whom are
Veeco's customers, dominate the data storage iydtis¢ semiconductor industry and the opticaldefemunications industry. If any of these
large manufacturers discontinues its relationshth Weeco or suffers economic setbacks, Veecoldtsesf operations could be materially
and adversely affected.

ltem 7A. Quantitative and Qualitative Disclosure alout Market Risk.
Market Risk

The principal market risks (i.e., the risk 0§$ arising from adverse changes in market ragg@eces) to which the Company is exposed
are:

interest rates on debt and short-term investmenttgtios, and

foreign exchange rates, generating translationti@méaction gains and losses.
Interest Rate

Veeco centrally manages its debt and investipertfolios considering investment opportunitiesl aisks, tax consequences and overall
financing strategies. Veeco's investment portfatiossist of cash equivalents, commercial paper,icial bonds and obligations of U.S.
Government agencies. These investments are coedideailable-for-sale securities. Accordingly, tiaerying amounts
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approximate market value. Assuming year-end 200@ble debt and investment levels, a one-point gbhan interest rates would not have a
material impact on net interest expense.

Foreign Operation:

Operating in international markets involves @qre to movements in currency exchange rates jwvarie volatile at times. The economic
impact of currency exchange rate movements on Vesecomplex because such changes are often linkedriability in real growth,
inflation, interest rates, governmental actions athetr factors. These changes, if material, coalgse the Company to adjust its financing
operating strategies. Consequently, isolating ffexeof changes in currency does not incorporagésé other important economic factors.

Veeco's net sales to foreign customers repredepproximately 49.6% of Veeco's total net saleX00, 53.9% in 1999 and 47.1% in
1998. The Company expects that net sales to forigtomers will continue to represent a large peegge of Veeco's total net sales. Veeco's
net sales denominated in foreign currencies reptedeapproximately 8.8% of Veeco's total net sal&000, 8.6% in 1999 and 9.4% in 19
The Company generally has not engaged in foreigrenay hedging transactions. The aggregate foreighange gains and (losses) included
in determining consolidated results of operatiomesen$804,000), ($421,000) and $774,000 in 20099 Ehd 1998, respectively.

The change in currency exchange rate thatheakatgest impact on translating Veeco's internatioperating profit is the Japanese yen.
The Company estimates that a 10% change in fomighange rates would impact reported operatingtgrpfapproximately $1.6 million.
The Company believes that this quantitative mealsaseinherent limitations because, as discuss#ifirst paragraph of this section, it does
not take into account any governmental actiondhanges in either customer purchasing patternsrfirancing and operating strategies.
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Item 8. Financial Statements and Supplementary Data

The financial statements of the Company atedif the Index to Consolidated Financial Statesiand Financial Statement Schedule 1
as part of this Form 10-K.

Quarterly Results of Operations

The following table presents selected finandath for each quarter of fiscal 2000 and 199%ha\gh unaudited, this information has been
prepared on a basis consistent with the Compangisea financial statements and, in the opiniothefCompany's management, reflects all
adjustments (consisting only of normal recurringuatinents) that the Company considers necessagyf@ir presentation of this information
in accordance with generally accepted accountingimies. Such quarterly results are not necesgsiadlicative of future results of operations
and should be read in conjunction with the auditeahcial statements of the Company and the nbt®to.

Quarterly Statements of Operations (In thousands):

Fiscal 2000 Fiscal 1999

Q1(1) Q2(1) Q3(1) Q4 Year Q1(2) Q2(2) Q3(2) Q4 Year
Net sales $ 86,83 $ 102,32: $ 81,14t $ 116,36° $ 386,66¢ $ 74,53¢ $ 77,09: $ 86,97 $ 90,917 $ 329,52:
Cost of sale: 46,46 73,32¢ 43,80¢ 64,24: 227,83t 39,57: 40,80¢ 47,41: 48,35¢ 176,15:.
Gross profit 40,36¢ 28,99t 37,34: 52,12¢ 158,83( 34,96¢ 36,28¢ 39,56( 42,55¢ 153,36¢
Costs and expenses 30,96: 34,25¢ 34,95¢ 37,25t 137,43 24,86¢ 24,43¢ 28,31« 32,96¢ 110,58t
Merger and reorganization expen 25C 13,95¢ — — 14,20¢ — — — 2,60( 2,60(
Loss on sale of leak detection
business — — — — — — — — 2,50( 2,50(
Write-off of purchased in-process
technology — — — — — — — 1,17¢ 1,30C 2,47¢
Asset impairment charge — 3,72 — — 3,72 — — — — —
Operating income (loss) 9,15¢ (22,94) 2,38¢ 14,87: 3,472 10,09¢ 11,84¢ 10,07z 3,19( 35,20¢
Interest (income) expen: (385 (136) (407) (379 (1,30%) 17t (23€) (13¢) (49€) (69%)
Income (loss) before income taxes
and cumulative effect of change in
accounting principle 9,541 (22,80%) 2,79:¢ 15,25( 4,77¢ 9,92¢ 12,08t 10,21C 3,68¢ 35,90+
Income tax provision 3,59: (8,779 (392) 9,85¢ 4,277 3,757 4,43: 3,967 1,767 13,92¢

Net income (loss) before cumulati
effect of change in accounting
principle 5,94¢ (14,026 3,18t 5,39t 502 6,16¢ 7,652 6,24: 1,91¢ 21,98:



Cumulative effect of change in

accounting principle, net of tax 18,38: — —

18,38: — — — — —

Net income (loss $ (12,439 $ (14,0260 $ 3,18 $

5,39t $

(17,880 $ 6,16¢ $ 7,65¢ $ 6,24: $ 191¢ $ 21,98
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Quarterly Statements of Operations:
Fiscal 2000 Fiscal 1999
Q1(1) Q2(1) Q3(1) Q4 Year Q1(2) Q2(2) Q3(2) Q4 Year
Earnings per Share:
Net income (loss) per common sh
before cumulative effect of change in
accounting principle $ 0.2¢ $ 0.60) $ 0.1 $ 0.0z $ 031 $ 037 $ 0.3C $ 0.0¢ $ 1.07
Cumulative effect of change in accounti
principle (0.80) — — (0.77) — — — — —
Net (loss) income per common sh $ 0.59 $ (0.60 $ 0.1z $ 0.75) $ 031 $ 037 $ 0.3C $ 0.0¢ $ 1.07

Diluted net income (loss) per common
share before cumulative effect of chang

accounting principle $ 024 $ (0.60) $ 0.1z $ 0.0z $ 0.3C $ 0.3¢ $ 0.2¢ $ 0.0¢ $ 1.0Z

Cumulative effect of change in accounti

principle (0.79) — — (0.79) — — — — —

Diluted net income (loss) per common

share $ (0.50) $ (0.60) $ 0.12 $ 0.77) $ 0.3C $ 0.3¢ $ 0.2¢ $ 0.0¢ $ 1.0z
5y § __§ _§y 5§ 5§ 5§ B N |

Weighted average shares outstanding 22,95( 23,46% 24,09¢ 24,604 23,80t 19,79« 20,53( 20,87« 21,211 20,60

Diluted weighted average shares

outstanding 24,74 23,46 25,561 25,41( 25,12¢ 20,66¢ 21,18¢ 21,49¢ 22,36¢ 21,46

@

Effective January 1, 2000, the Company changeaéthod of accounting for revenue recognition inoadance with Staff Accounting Bulletin No. 101 (SAB1). As a result,
the quarterly information for the first three quast of 2000 noted above has been restated fronptéeibusly filed on the Quarterly Reports on Fdr@Q. In addition, the
restatement for the quarter ended March 31, 208®iatludes the effects of the merger with CVC iayM2000. The adoption of SAB 101 and the mergeln @ C had the effec
of increasing net sales by $35.4 million for thwstfiquarter of 2000. Net income for the first geadf 2000 decreased by $14.8 million, and basitdiluted earnings per share
decreased by $0.67 and $0.63, respectively. Thptmtoof SAB 101 had the effect of increasing redes and decreasing the net loss for the secomtequéd 2000 by

$8.7 million and $1.2 million, respectively, andsltaand diluted earnings per share increased 5$The adoption of SAB 101 had the effect of dasiry net sales and net
income for the third quarter of 2000 by $11.8 roifliand $3.0 million, respectively, and basic ardted earnings per share by $0.13 and $0.12, résphc

@

Restated from previously filed Quarterly ReportFirm 10Q due to the CVC merger.

A variety of factors influence the level of tBempany's net sales in a particular quarter inolyidconomic conditions in the
semiconductor, data storage and optical telecomzatiohs industries, the timing of significant osleshipment delays, specific feature
requests by customers, the introduction of new yetxlby the Company and its competitors, produdiiwh quality problems, changes in
material costs, disruption in sources of supplgsseal patterns of capital spending by customespéher factors, many of which are bey:
the Company's control. In addition, the Companyvesra substantial portion of its revenues fromgle of products which have an average
selling price in excess of $750,000. As a reshé,ttiming of recognition of revenue from a singknsaction could have a significant impact
on the Company's net sales and operating resuétsyirgiven quarter.

Item 9. Changes in and Disagreements with Account&on Accounting and Financial Disclosure.

None.
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PART IlI

Item 10. Directors and Executive Officers of the Rgistrant.



Reference is made to the Registrant's defajtinoxy statement to be filed with the Securitied BExchange Commission within 120 days
after the end of the Registrant's fiscal year fiéoiimation concerning directors and executive efficof the Registrant.

Item 11. Executive Compensation.

Reference is made to the Registrant's defajtinoxy statement to be filed with the Securitied BExchange Commission within 120 days
after the end of the Registrant's fiscal year fié@rimation concerning executive compensation.

Item 12. Security Ownership of Certain Beneficial @vners and Management.

Reference is made to the Registrant's defmproxy statement to be filed with the Securitied BExchange Commission within 120 days
after the end of the Registrant's fiscal year féorimation concerning security ownership of eacts@e known by the Company to own
beneficially more than 5% of the outstanding shafgSommon Stock, of each director of the Compamy @l executive officers and
directors as a group.

Item 13. Certain Relationships and Related Transaans.

Reference is made to the Registrant's defajtinoxy statement to be filed with the Securitied BExchange Commission within 120 days
after the end of the Registrant's fiscal year fiéoiimation concerning certain relationships andtesl transactions.
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PART IV

Item 14. Exhibits, Financial Statement Schedules @hReports on Form 8-K.

(&)
The Registrant's financial statements together aiseparate table of contents are annexed hetetdifancial statement
schedule is listed in the separate table of costamhexed hereto.
(b)
Reports on Form 8-K.
The Registrant filed a Current Report on Form 8rKFebruary 16, 2001 reporting quarterly finanabimation for the year
ended December 31, 2000 which results have betatadgo give effect to the adoption of SAB 10k (tRorm 8-K"). The
Registrant filed an Amendment on Form 8-K/A to Bem 8-K on March 12, 2001, reporting a changestain information
included in the Form 8-K.
©
Exhibits
Unless otherwise indicated, each of the followirbikits has been previously filed with the Secedtand Exchange
Commission by the Company under File No. 0-16244.
Incorporated by Reference
Number Exhibit to the Following Documents
2.1 Agreement and Plan of Merger among Veeco Instrusnen Current Report on Form 8-K filed October 14, 1999,
Inc., Veeco Acquisition Corp., lon Tech, Inc. aner@in of  Exhibit 2.1
its Security holders dated October 14, 1¢
2.2 Agreement and Plan of Merger among Veeco Instrusnen Current Report on Form 8-K filed October 14, 1999,
Inc., Veeco Real Estate Corp., Tulakes Real Estate Exhibit 2.2
Investments, Inc. and its Security holders datetbisr 14,
1999.
2.2 Agreement and Plan of Merger among Veeco Instrusnen Current Report on Form 8-K filed March 13, 2000hBxt
Inc., Veeco Acquisition Corp. and CVC, Inc. datexbfuary 2.1.
29, 2000,
3.1 Amended and Restated Certificate of Incorporatiothe Quarterly Report on Form 10-Q for the Quarter Endige

Company dated December 1, 1994, as amended J4a062

30, 1997, Exhibit 3.1



3.2

3.4

10.1

and July 25, 1991

Amendment to Certificate of Incorporation of Veeco
Instruments Inc. dated May 29, 19!

Amendment to Certificate of Incorporation of Veeco
Instruments Inc. dated May 5, 20(

Third Amended and Restated Bylaws of the Company,
effective October 26, 200

Credit Agreement dated July 31, 1996 among Veeco

Instruments Inc., Fleet Bank N.A. and The Chase h#an
Bank.
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Quarterly Report on Form 10-Q for the Quarter Ended
June 30, 2000, Exhibit 3

Registration Statement on Form S-8 (File No. 33374),
filed November 7, 2000, Exhibit 4

Quarterly Report on Form 10-Q for the Quarter Endigte
30, 1996, Exhibit 10.25

10.2

10.c

10.4

10.5

10.€

10.7

10.€

10.1C

10.11

10.12

10.1:

Amendment No. 1 to Credit Agreement, dated Jund. 297
among Veeco Instruments Inc., Fleet Bank N.A. ahe T
Chase Manhattan Ban

Amendment No. 2 to Credit Agreement, dated JanBayy
1999 among Veeco Instruments Inc., Fleet Bank Al
The Chase Manhattan Bar

Amendment No. 3 and Waiver to Credit Agreementedat
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Schedule [I—Valuation and Qualifying Accounts

All other schedules are omitted because theyat applicable or the required information isvghan the Consolidated Financial
Statements or notes thereto.
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SIGNATURES

Pursuant to the requirements of Section 135¢u)lof the Securities Exchange Act of 1934, asrated, the Registrant has duly caused this
report to be signed on its behalf by the undersigtieereunto duly authorized, on March 14, 2001.

VEECO INSTRUMENTS INC

BY: /S| EDWARD H. BRAUN

Edward H. Braun
Chairman, Chief Executive Officer and Presid

Pursuant to the requirements of the Secuitiehange Act of 1934, as amended, this report bas bigned below by the following
persons on behalf of the Registrant and in theatipaindicated, on March 14, 2001.

Signatures Title

/sl EDWARD H. BRAUN Director, Chairman, Chief Executive Officer and
President (principal executive officer)

Edward H. Braur

/s/ RICHARD A. D'AMORE Director

Richard A. D'Amore

/sl JOEL A. ELFTMANN Director

Joel A. Elftmanr

/s/ HEINZ K. FRIDRICH Director
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ROGER D. MCDANIEL Director

Roger D. McDanie
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Report of Independent Auditors

To the Shareholders and the Board of Directors
Veeco Instruments Inc.

We have audited the accompanying consolidadéghbe sheets of Veeco Instruments Inc. and Sabidi("Veeco" or the "Company”) as
of December 31, 2000 and 1999, and the relatecbtidated statements of operations, shareholden#tye@nd cash flows for each of the
three years in the period ended December 31, ZD0Naudits also included the financial statemehedale in the accompanying Index.
These financial statements and schedule are thensthility of the Company's management. Our resiiility is to express an opinion on
these financial statements and schedule basedraudiis. We did not audit the financial statemaft€VC, Inc. ("CVC"), which merged
with Veeco in May 2000, which statements refletaltassets constituting 13% as of December 31, ,188@total sales constituting 25% in
1999 and 24% in 1998 of the consolidated total®sélstatements were audited by other auditors wiepset has been furnished to us, and
our opinion, insofar as it relates to data incluttedCVC, is based solely on the report of othetitus.

We conducted our audits in accordance withtangdstandards generally accepted in the UniteteSta hose standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarsteements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgd the overall financial statement
presentation. We believe that our audits and thertef other auditors provide a reasonable basisdir opinion.

In our opinion, based on our audits and thentspf other auditors for 1999 and 1998, the cadatéd financial statements referred to al
present fairly, in all material respects, the cdidsted financial position of Veeco Instruments.land Subsidiaries at December 31, 2000 and
1999, and the consolidated results of their opmatand their cash flows for each of the threes/gathe period ended December 31, 200
conformity with accounting principles generally apted in the United States. Also, in our opinidw, telated financial statement schedule,
when considered in relation to the basic finansfatements taken as a whole, presents fairly imaterial respects the information set forth
therein.

As discussed in Note 1 to the consolidatednfiied statements, in 2000, the Company changedetiod of revenue recognition for certain
products in accordance with the provisions of Saifounting Bulletin No. 101.

/sl ERNST & YOUNG LLP

Melville, New York
February 5, 2001

F-2

Report of Independent Accountants

To the Board of Directors and
Stockholders of CVC, Inc:

In our opinion, the consolidated balance sheaif September 30, 1999 and the related consetiddatements of operations, stockholders'
equity and cash flows for each of the two yeath@period ended September 30, 1999 of CVC, Int.itarsubsidiaries (not presented
separately herein) present fairly, in all materggpects, the financial position, results of openstand cash flows of CVC, Inc. and its
subsidiaries at September 30, 1999 and for eattedfvo years in the period ended September 3®,18%onformity with accounting
principles generally accepted in the United StafeSmerica. These financial statements are thearsipility of the Company's management;
our responsibility is to express an opinion on ##sancial statements based on our audits. Weumiad our audits of these statements in
accordance with auditing standards generally aedeiptthe United States of America, which requirat wve plan and perform the audit to
obtain reasonable assurance about whether thecfal@tatements are free of material misstatenf@ntaudit includes examining, on a test
basis, evidence supporting the amounts and digelssn the financial statements, assessing theuatiog principles used and significant
estimates made by management, and evaluating dralbfinancial statement presentation. We belignag our audits provide a reasonable
basis for our opinion. We have not audited the obdated financial statements of CVC, Inc. for qgyiod subsequent to September 30,
1999.

/s/ PRICEWATERHOUSECOOPERS LLP
Rochester, New York
October 18, 1999



Veeco Instruments Inc. and Subsidiaries
Consolidated Balance Sheets
(Dollars in thousands)

December 31,

2000 1999

Assets

Current asset:
Cash and cash equivalel $ 63,42( $ 29,85
Shor-term investment 26,89¢ 50,88¢
Accounts receivable, less allowance for doubtfaoants of $2,116 in 2000 and $2,403 in 1' 98,24¢ 79,95:
Inventories 100,06: 85,87¢
Prepaid expenses and other current a: 8,307 7,507
Deferred income taxe 45,30: 12,36:

Total current asse 342,23! 266,43

Property, plant and equipment at cost, 60,09« 61,29¢

Excess of cost over net assets acquired, less atatgd amortization of $1,908 in 2000 and $1,3

in 1999 9,481 6,50(

Other assets, n 11,47: 6,96(

Total asset $ 42328 $ 341,19¢

Liabilities and shareholders' equity
Current liabilities:

Accounts payabl $ 33,13 $ 27,72:
Accrued expense 56,09 37,70¢
Deferred gross prof 28,77: —
Income taxes payab 2,34 7,58(
Current portion of lon-term debt 1,431 2,77:
Shor-term borrowings from lines of crec — 10,67¢
Notes payable to former Digital sharehold — 8,00(
Total current liabilities 121,77. 94,46
Deferred income taxe 2,681 4,281
Long-term debr 14,63: 17,25:
Other liabilities 1,291 1,25¢

Shareholders' equit

Preferred stock, 500,000 shares authorized; n@shssued and outstandi — —
Common stock, 40,000,000 shares authorized; 24662nd 21,279,565 shares issued and

outstanding in 2000 and 1999, respecti\ 247 218
Additional paic-in capital 226,62¢ 149,44¢
Retained earning 58,17¢ 75,27¢
Unamortized deferred compensat (23) (13%)
Accumulated comprehensive Ic (2,119 (85€)
Total shareholders' equi 282,90¢ 223,94
Total liabilities and shareholders' equ $ 423,280 $ 341,19¢

See accompanying notes.
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Veeco Instruments Inc. and Subsidiaries

Consolidated Statements of Operations

(In thousands, except per share data)

Net sales
Cost of sale!

Gross profit
Costs and expense

Research and development expe

Selling, general and administrative expe
Amortization expens

Other expense (income), r

Merger and reorganization expen

Asset impairment char

Loss on sale of leak detection busin
Write-off of purchased i-process technolog
Write-off of deferred charge

Operating incom:
Interest expens
Interest incom

Income before income taxes and cumulative effechahge in accounting princig
Income tax provisiol

Net income before cumulative effect of change icoanting principle
Cumulative effect of change in accounting principlet of taxe:

Net (loss) incomi

Earnings (loss) per common she
Net income per common share before cumulative effechange in accountir
principle
Cumulative effect of change in accounting principlet of income taxe

Net (loss) income per common sh

Diluted net income per common share before cunwdatffect of change in
accounting principl

Cumulative effect of change in accounting princi
Diluted net (loss) income per common sh

Pro forma amounts assuming retroactive effect ahge:
Net income
Net income per common she

Diluted net income per common shi
Weighted average shares outstanc
Diluted weighted average shares outstan

See accompanying note

Year ended December 31,

2000 1999 1998
$ 386,66¢ $ 329,52. $ 283,15¢
227,83 176,15: 157,46(
158,83( 153,36¢ 125,69¢
53,90+ 44,17 40,59:
78,86: 65,80¢ 55,92¢
3,73¢ 47¢ 38¢
92¢ 128 (1,217
14,20¢ 2,60( 7,50C
3,722 — —
— 2,500 —
— 2,47¢ —
— — 675
155,35 118,16( 103,86t
3,472 35,20¢ 21,83
2,374 2,97¢ 2,771
(3,68)) (3,679 (592)
4,77¢ 35,90+ 19,64
4,271 13,92: 6,01(
502 21,08: 13,63
(18,389 — —
$ (17,880 $ 21,98, $ 13,63
| | |
$ 00z $ 1.07 $ 0.72
(0.77) — —
$ 079 $ 1.07 $ 0.72
| | |
$ 0.0z $ 1.0 $ 0.7¢
0.79) — —
$ ©.71) $ 1.0 $ 0.7¢
| | |
$ 50z $ 13,69t $ 12,68:
$ 00z $ 0.6 $ 0.6¢
$ 0.0z $ 064 $ 0.65
23,80¢ 20,60¢ 18,77
25,12¢ 21,46: 19,43¢
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Balance at December 31, 1¢

Exercise of stock options and stock
issuances under stock purchase |
Translation adjustmel

Stock option income tax bene
Non-cash compensation char

Net income

Adjustment to reflect change in year-en
for lon Tech

Minimum pension liability, net of tax
effect

Deferred compensatic

Distributions to former shareholders of
Digital and lon Tect

Balance at December 31, 18

Exercise of stock options and stock
issuances under stock purchase |
Stock option income tax bene
Translation adjustmel

Unrealized loss on available-for-sale
securities

Net income

Net proceeds from public offerir
Minimum pension liability, net of tax
effect

Deferred compensatic

Distributions to former shareholders of
Tech

Balance at December 31, 1€

Adjustment to reflect change in year-en
for CVC

Exercise of stock options and stock
issuances under stock purchase |
Stock option income tax bene

Stock issued in connection with the
Monarch merge

Translation adjustmel

Unrealized gain on available-for-sale
securities

Net loss

Deferred compensatic

Balance at December 31, 2C

Veeco Instruments Inc. and Subsidiaries
Consolidated Statements of Shareholders' Equity
(Dollars in thousands)

Common Stock

Additional Unamortized Accumulated Comprehensive
Paid-In Retained Deferred Comprehensive
Shares Amount Capital Earnings Compensation  (Loss) Income Total Income
18,550,08 $ 18€ $ 65,39: $ 42,30 $ (259 $ (53) $107,57"

455,03¢ 5 3,781 — — — 3,78¢ —
— — — — — 42€ 42¢ $ 42€
— — 3,18¢ — — — 3,18¢ —
— — 1,58¢ — — — 1,58¢ —
— — — 13,630 — — 13,631 13,631
— — — (412 — — (412) —
— — — — — (44) (44) (44)
— — 10¢ — 2 — 111 —
— — — (2139 — — (2139 —
19,005,11 191 74,05¢ 53,39! (252) 32¢ 127,71¢ $ 14,01¢
——
1,274,441 12 24,63¢ — — — 24,65! —
— — 1,911 — — — 1,911 —
— — — — — (1,006  (1,009% (1,009
— — — — — (14) (14) (14)
— — — 21,98 — — 21,98! 21,98!
1,000,001 10 48,85( — — —  48,86( —
— — — — — (169) (169) (169)
— — (12 — 117 — 108 —
— — — (99 — — (98) —
21,279,56 2135 149,44¢ 75,27¢ (13%) (85€) 223,94« $ 20,79¢
.|
1,338,20: 13 16,93¢ 54t — — 17,49¢ —
1,762,65 18 31,25¢ — — — 31,27« —
— — 28,98¢ — — — 28,98¢ —
282,22: 3 — 234 — — 237 —
— — — — — (1,279  (1,279% (1,279
— — — — — 16 16 16
— — — (17,880 — — (17,880 (17,880
— — — — 112 — 112 —
24,662,65 $ 247 $226,62¢ $58,17¢ $ 23 % (2,119 $282,90¢ $ (19,149
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Veeco Instruments Inc. and Subsidiaries
Consolidated Statements of Cash Flows

(I'n thousands)

Year ended December 31,

2000 1999 1998
Operating activities
Net (loss) incom $ (17,880 $ 21,98. $ 13,63:
Adjustments to reconcile net (loss) income to r@eshcprovided by operating
activities:
Depreciation and amortizatic 15,55! 10,01¢( 7,17¢
Deferred income taxe (22,03¢) (3,499 (1,339
Stock option income tax bene 28,98¢ 1,911 3,18¢
Cumulative effect of change in accounting princi 18,38: — —
Non-cash merger and reorganization expel 19,04« — 3,54¢
Loss on sale of leak detection busin — 2,50( —
Write-off of purchased i-process technolog — 2,47¢ —
Other 47 (664) —
Changes in operating assets and liabilities, neffett of acquisitions
Accounts receivabl (24,127 (26,15%) 3,571
Inventories (20,299 (3,259 (8,349
Accounts payabl 7,04¢ 1,20¢ (8,529
Accrued expenses, deferred gross profit and otlmeent liabilities 9,42( 2,46( (9,71
Recoverable income tax (4,100 — —
Other, ne (273 14C 30¢
Operating activities three months ended 12/—CVC 63¢ — —
Net cash provided by operating activit 10,31 9,11¢ 3,51¢
Investing activities
Capital expenditure (17,810 (12,237 (13,127
Proceeds from sale of property, plant and equipi 497 3,12¢ —
Proceeds from sale of leak detection busil 3,00( — —
Payments for net assets of businesses acc (13,83Y) (3,300 —
Purchases of availal-for-sale securitie (436,019 (395,949 —
Sales of availab-for-sale securitie 110,45: 29,401 —
Maturities of availabl-for-sale securitie 349,57¢ 315,63: —
Investing activities three months ended 12/3—CVC (52¢) — —
Net cash used in investing activit| (4,65¢) (63,319 (13,127
Financing activities
Proceeds from stock issuant 31,27¢ 65,40: 3,78¢
Net proceeds from borrowings under lines of cr — 6,54( 3,612
Proceeds from lor-term deb — — 9,001
Repayments of lor-term debt (9,319 (11,687 (3,052
Distributions to former shareholders of Digital dnd Tech — (98) (2,139
Financing activities three months ended 12/3—CVC 3,62 — —
Net cash provided by financing activiti 25,58 60,15¢ 11,21z
Effect of exchange rate changes on cash and casvadnts 2,331 29¢ (989)
Net increase in cash and cash equival 33,56¢ 6,25 613
Cash and cash equivalents at beginning of 29,85: 23,59¢ 22,98t
Cash and cash equivalents at end of - $ 63,42( $ 29,85 $ 23,59¢
I I L]



See accompanying notes.
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Veeco Instruments Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2000
1. Description of Business and Significant Accourmig Policies
Busines:

Veeco Instruments Inc. ("Veeco" or the "Compamlesigns, manufactures, markets and servicesadline of equipment primarily used
by manufacturers in the optical telecommunicatioiaga storage and semiconductor/research industiiese industries help create a wide
range of information age products for today andaoeww—such as personal computers, network serfibes, optic networks, digital
cameras, TV set-top boxes and personal digitastasgs. The Company's process equipment produstsspty deposit or remove (etch)
various materials in the manufacturing of advartbédfilm magnetic heads for the data storage itrguend optical telecommunications
components. The Company's merger with CVC in Maj02&trengthened Veeco's position in the data staradyustry. With the acquisition of
lon Tech in 1999, Veeco became a supplier of imanbdeposition equipment to the optical filter maikiense wavelength division
multiplexing or "DWDM"). The DWDM optical filtersre used to expand the capacity of fiber optic nétaoVeeco's broad line of
technology allows customers to improve time to e next generation products. Veeco's metrolagypment is used to provide critical
surface measurements on thin film magnetic headsiehks used in hard drives, as well as on semisoctod devices, and in optical
telecommunications and research applications. dduspment allows customers to monitor their progitistoughout the manufacturing
process in order to improve yields, reduce costkigprove product quality.

Use of Estimates

The preparation of financial statements in comity with accounting principles generally accepie the United States requires
management to make estimates and assumptiondfiztttae amounts reported in the financial statetmeand accompanying notes. Actual
results could differ from those estimates.

Principles of Consolidatiol

The accompanying consolidated financial stateémmclude the accounts of Veeco and its subsédiamtercompany items and transact
have been eliminated in consolidation.

Derivatives

In June 1998, the FASB issued Statement No.A&®unting for Derivative Instruments and Hedgirgivities, and on June 15, 2000,
issued Statement No. 138¢counting for Certain Derivative Instruments aner@in Hedging Activities—an Amendment to FASBeBtant
No. 133. These statements establish methods of accouiatirtgrivative financial instruments and hedging\aties related to those
instruments as well as other hedging activitiee Tompany is required to adopt these statemetite ifirst quarter of 2001.

The Company has assessed the impact of thesengints on its consolidated financial statememdshalieves that the effect will not be
material to the Company's consolidated operatinglte
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Revenue Recognitic

Effective January 1, 2000, the Company charitgadethod of accounting for revenue recognitioadégordance with Staff Accounting
Bulletin (SAB) No. 101Revenue Recognition in Financial StatemeRtsviously, the Company recognized revenue whiengitssed to the
customer, generally upon shipment. Under the neswatting method adopted retroactive to JanuarQQ2the Company now recognizes
revenue based on the type of equipment that issuldhe terms and conditions of the underlyingsabntracts.

Generally, for its more complex process equipinpeoducts generally sold to companies in the dieage and specialty semicondu



industries, the Company now recognizes revenue apoipletion of installation of the equipment andeipt of final customer acceptance.
Such products usually have substantive customepgaace provisions.

For certain process equipment products gernesaltl to the telecommunications industry, the Camypis typically required to install the
equipment at the customer's site. In such casesnuevis generally recorded when title passes touk®mer, generally upon shipment. The
amount of revenue recorded is reduced by the amafuarty customer retention (generally 10%), whiehat payable by the customer until
the installation is completed and final customeregtance is achieved. Installation is not deemdsktessential to the functionality of the
equipment since installation does not involve gigant changes to the features or capabilitiehefdquipment or building complex interfaces
and connections. In addition, the equipment coeléhbktalled by the customer or other vendors ameigdly the cost of installation
approximates only 1% to 2% of the sales value efrétated equipment.

For certain metrology products where no inatadh is required or installation is deemed perfancand no substantive customer
acceptance provisions exist, revenue is recognidemh title passes to the customer, generally upgnreent.

The Company provides for warranty costs atithe the related revenue is recognized.

The cumulative effect of the change from thermyear resulted in a charge to income of $18382 (net of income taxes of $12,639,000),
which is included in the Consolidated Statemer®pérations for the year ended December 31, 2008 effect of the change on the year
ended December 31, 2000 was to increase incomeehibf® cumulative effect of the accounting chang&h304,000 ($.05 per share). The
pro forma amounts presented in the Consolidate@i@tnts of Operations were calculated assumingdbeunting change was made
retroactively to prior periods. For the twelve mmended December 31, 2000, the Company recogapmoximately $67,024,000 in
revenue that was included in the cumulative eféelfaistment as of January 1, 2000. The effect dfrthaenue was to increase income by
$18,382,000 (after reduction for income taxes &,639,000) during the year ended December 31, 208@ice and maintenance contract
revenues are recorded as deferred revenue, whictlusied in other accrued expenses, and recogaigedvenue on a straight-line basis over
the service period of the related contract.

Cash Flows

The Company considers all highly liquid investits with a maturity of three months or less whertipased to be cash equivalents. Inte
paid during 2000, 1999 and 1998 was approximately
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$2,327,000, $2,840,000 and $2,837,000, respectilredpme taxes paid in 2000, 1999 and 1998 wasoappately $6,698,000, $6,948,000
and $6,314,000, respectively.

Inventories
Inventories are stated at the lower of coshépally first-in, first-out method) or market.
Depreciable Asse!

Depreciation and amortization are generally poted by the straight-line method and are chargeghat income over the estimated useful
lives of depreciable assets.

Long-Lived Assets

Excess of cost over net assets acquired igl@mortized on a straight-line basis over peri@aging from 10 to 40 years. Other intangible
assets, included within other assets in the cotst@d balance sheet, consist of purchased technglatents, assembled workforce,
trademarks, covenants not-to-compete, softwaradieg and deferred finance costs aggregating $1034nd $5,823,000, which are net of
accumulated amortization of $4,384,000 and $1,80.d8 December 31, 2000 and 1999, respectivelyerGitangible assets are amortized
over periods ranging from 2 to 17 years.

The carrying values of intangible and othegiiimed assets are periodically reviewed to deternfia@y impairment indicators are prese
If it is determined that such indicators are présenl the review indicates that the assets willagofully recoverable, based on undiscounted
estimated cash flows over the remaining amortinagiod depreciation period, their carrying valuesraduced to estimated fair value.
Impairment indicators include, among other condgiccash flow deficits, an historic or anticipatistiine in revenue or operating profit,
adverse legal or regulatory developments, accuimualaff costs significantly in excess of amountgimally expected to acquire the asset and
a material decrease in the fair value of somelmfahe assets. Assets are grouped at the lowest for which there are identifiable cash
flows that are largely independent of the cash $lg@nerated by other asset groups. No such impatirexésts at December 31, 20(



Environmental Compliance and Remedial

Environmental compliance costs include ongenagntenance, monitoring and similar costs. Suclsca® expensed as incurred.
Environmental remediation costs are accrued wheit@mental assessments and/or remedial effortprafgable and the cost can be
reasonably estimated.

Foreign Operation:

Foreign currency denominated assets and ligsilare translated into U.S. dollars at the exghaates existing at the balance sheet date.
Resulting translation adjustments due to fluctuegim the exchange rates are recorded as a sepamp®nent of shareholders' equity.
Income and expense items are translated at thagerexchange rates during the respective periods.

Research and Development Cc

Research and development costs are chargeghémse as incurred and include expenses for dawelopof new technology and the
transition of the technology into new products envgces.
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Advertising Expens

The cost of advertising is expensed as ofitseghowing. The Company incurred $5,184,000, 53,800 and $4,702,000 in advertising
costs during 2000, 1999 and 1998, respectively.

Stock-Based Compensation

The Company accounts for its stock-based cosgi@m plans in accordance with Accounting Prires@oard Opinion No. 25,
"Accounting for Stock Issued to Employees" (APB,28)d related Interpretations. Under APB 25, beedlus exercise price of the
Company's employee stock options is set equaketontirket price of the underlying stock on the dditgrant, no compensation expense is
recognized.

Prior to the merger with Veeco, CVC grantedragjnately 69,000 options to employees during 188&n amount which was less than
fair market value as of the grant date. Accordin@yC recorded unamortized deferred compensatiperese for such options which vest
over periods ranging from 3 to 5 years. Compensatigense is being amortized over the vesting denwl unamortized compensation
expense has been recorded as a reduction to stdeksieequity.

Fair Value of Financial Instrumen

The carrying amounts of the Company's finariostruments, including cash and cash equivalshisit-term investments, accounts
receivable, accounts payable and accrued expama®ximate fair value due to their short matusitie

The fair values of the Company's debt, inclgdiarrent maturities, are estimated using discalioésh flow analyses, based on the
estimated current incremental borrowing rates ifmilar types of securities. The carrying amounthef Company's debt at December 31, :
and 1999 approximates its fair value.

(Loss) Earnings Per Share

The following table sets forth the reconciliatiof weighted average shares outstanding andcedilveighted average shares outstanding:

2000 1999 1998

(In thousands)

Weighted average shares outstant 23,80¢ 20,60: 18,77*
Dilutive effect of stock options and warral 1,32 857 661
Diluted weighted average shares outstan 25,12¢ 21,46: 19,43¢

Reclassification:



Certain amounts in the 1999 and 1998 consealgifihancial statements have been reclassifiedrifocm with the 2000 presentation.
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2. Business Combinations and Basis of Presentation
CVC, Inc.

On May 5, 2000, a wholly-owned subsidiary af @ompany merged with CVC, Inc. ("CVC"), of RocleesiNew York. As a result, CVC
became a wholly-owned subsidiary of the Companydddithe terms of the agreement, CVC shareholdeesved 0.43 shares of Veeco
Common Stock (5,386,238 shares in total) for ehelnesof CVC common stock outstanding. The mergeracaounted for as a pooling of
interests and, as a result, historical consolidéitethcial data has been restated to include C\M&.d2VC provides cluster tool equipment
used in the production of disk drive head fabrimmatioptical active and passive components and ajpesemiconductor applications.

During June 2000, the Company implemented egegization plan in an effort to integrate CVC itite Company, consolidate duplicate
manufacturing facilities and reduce other operatiosts. Veeco incurred non-recurring charges of®88llion during the year ended
December 31, 2000. Of these charges, $15.3 milétated to a non-cash charge write-off of invent@ngluded in cost of sales),
$14.0 million represented merger and reorganizatasis (of which $9.2 million related to investmbanking, legal and other one-time
transaction costs and $4.8 million pertained tolidafe facility and personnel costs) and $3.7 wnilivas for the write-down of long-lived
assets. The $4.8 million charge for duplicate fycdnd personnel costs principally related todlusing of CVC's Virginia facilities and an
approximate 200-person work force reduction, whinttuded both management and manufacturing empsopgacipally located in
Alexandria, Virginia, and Rochester and Plainviélew York. The accrual of $14.0 million for mergerareorganization costs was expen
as of December 31, 2000, which represented $9libmfbr transaction costs, $3.5 million for terration benefits paid and $1.1 million for
duplicate facility costs. The write-down of longdid assets to estimated net realizable value cefatmarily to leasehold improvements,
machinery and equipment and intangible assets¥W@'€Virginia facilities. In addition, the $15.3 livn non-cash write-off of inventory
principally related to CVC Virginia facilities' pduict line of ion beam etch and deposition equipmené Company has integrated this
product line into Veeco's existing ion beam etctl deposition products, and has determined thattéopmf this product line's inventory is
not useable. The following table displays the res=nand net (loss) income of CVC, Inc. for the gdsipreceding the business combination
and the amounts after the merger through Decenthet(®0:

Year ended December 31,

2000 1999 1998

Net sales

Veeco (pr-merger) $ 82,86! $ 246,60t $ 214,98!

CcvC 18,50¢ 82,91t 68,17

Veeco (pos-merger) 285,30: —

Combined $ 386,66¢ $ 329,52: $ 283,15¢
I I I

Net (loss) income

Veeco (pr-merger) $ (6,459 $ 20,41( $ 13,37:

CcvC (10,209 1,571 264

Veeco (posmerger) (1,229 — —

Combined $ (17,880 % 21,98: $ 13,637
I I I

Prior to the merger, CVC's fiscal year end ®aptember 30 and, therefore, the ConsolidatedrSémis of Operations for 1999 and 1998
include CVC's years ended September 30, 1999 898 CBnsolidated Statements of Income, respectitelgtddition, the December 31, 1¢
Consolidated
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Balance Sheet includes CVC's September 30, 199btidated balance sheet. CVC's operating resultthé&three months ended
December 31, 1999 is not reflected in Veeco's 18300 operating results. The following descrittessadjustment to retained earnings in
2000 from changing the fiscal year end of CVC dffecJanuary 1, 2000 (in thousands):

Revenues from October 1, 1999 to December 31, $ 25,21¢



Expenses from October 1, 1999 to December 31, 24,67

Net income adjustment to Veeco retained earnindaratary 1, 200 $ 54t

During the period from October 1, 1999 throltember 31, 1999, CVC completed an initial pubffering (November 1999), pursuant
to which 1,290,000 shares of common stock, parev@l01 per share, were issued and sold. In addi®208 shares of common stock were
issued upon exercise of CVC stock options frompiaeod October 1, 1999 to December 31, 1999.

Monarch Labs, Inc

On January 31, 2000, Monarch Labs, Inc. ("Mohgr, a developer and manufacturer of automatediegtatic test systems for the data
storage industry, merged with a subsidiary of Ve&tonarch was a privately-held company locatedangmont, Colorado. Under the terms
of the merger, Monarch shareholders received 282Bares of Veeco Common Stock. The merger wasiata for as a pooling of intere
transaction, however, as Monarch's historical tesafloperations and financial position are notariat in relation to those of Veeco, financ
information prior to the merger is not restatedcéwlingly, $3,000 and $234,000 have been includeahaadjustment to common stock and
additional paid-in capital, respectively, during §ear ended December 31, 2000.

lon Tech, Inc

On November 4, 1999, lon Tech, Inc. and adiat (collectively, "lon Tech"), a supplier of idieam deposition systems, merged with and
into subsidiaries of Veeco. The merger was accalftteas a pooling of interests and, accordingistdnical consolidated financial data has
been restated to include lon Tech data. Under #rgen, lon Tech shareholders received 1,509,43&slud Veeco Common Stock. Merger
expenses of approximately $2,600,000 pertaininguestment banking, legal fees and other one-tiargstction costs were charged to
operating expenses during the year ended Decenbé&g99.

Prior to the merger, lon Tech's fiscal year @agd June 30. In connection with the merger, thanftial results of lon Tech were recast for
1998 to conform to Veeco's December 31 year endtheéoyear ended 1997, historical results includeTech's fiscal year ended June 30
1998 results, thus resulting in six months of 1868vity included in the 1997 results of operatiohilse following
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describes the adjustment to retained earnings98 1®m changing the fiscal year end of lon Techtliousands):

Revenues from January 1, 1998 to June 30, $ 391¢
Expenses from January 1, 1998 to June 30, 3,441
Net income 472
Distributions to shareholde 60
Adjustment to retained earnin $ 412

.|

Digital Instruments, Inc

On May 29, 1998, Veeco merged with Digital tastents, Inc. ("Digital"), a leader in scanning Ipetatomic force microscopy
(SPM/AFM). Under the merger, Digital shareholdersaived 5,583,725 shares of Veeco Common StocknmiErger was accounted for as a
pooling of interests and, accordingly, historigabhcial data has been restated to include Didatd. Merger expenses were comprised of
transaction fees and expenses of $3,300,000 athb8%000 non-cash compensation charge relateddk ssued in accordance with a pre-
existing agreement with a key Digital employee. figaaization expenses, principally related to thgital merger, consisted of $509,000 for
severance costs, $750,000 for an estimated loafamre sublease of an abandoned office and metomiiag facility, $887,000 for write-
downs of long-lived assets held-for-sale or dispasd $469,000 for other costs. The Company impiggtkits reorganization plan in an
effort to integrate Digital into the Company, colidate manufacturing facilities, terminate its metikg and distribution agreements for a
metrology product which competed directly with Dai and reduce other operating expenses. Theamecosts covered 13 management
and manufacturing employees located in Santa Bayl@alifornia, and Plainview and Orangeburg, NewkYio the Metrology and Process
Equipment segments, respectively. The subleasetased an office and manufacturing facility im&aBarbara, California. Charges
associated with the sublease loss were paid oeeethaining life of the lease. The write-down afdelived assets, to estimated net realizable
value, related primarily to three SXM atomic foro&roscopes previously used for demonstration asting purposes in the Metrology
segment. Termination benefits paid during 1998 exiprated $300,000. The Company substantially cotadléhe reorganization plan in
1999 and incurred severance, a loss on a subledsatlzer costs aggregating approximately $900,80@;h were charged against the
reorganization accrual. The Company sold the laveglassets in 1999 for an aggregate amount tipabaimnated net book value. At
December 31, 2000, the balance of the reorganizaterual has been fully expend



Prior to the merger, Digital had elected "S'tfitwation status for income tax purposes and thezefas not subject to federal income taxes
at the corporation level. As a result of the mer@eagital's "S" Corporation election was terminatPdo forma net income and pro forma net
income
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per common share as shown below reflects inconestior Digital as if it had been a "C" Corporatfon all periods presented:

Year ended
December 31, 1998

Income before income tax $ 19,64
Pro forma income tax provisic 7,46¢
Pro forma net incom $ 12,18:

I
Pro forma net income per common st $ 0.65
Pro forma diluted net income per common st $ 0.6:

Atomic Force Microscope Asse

On March 23, 2000, the Company purchased cestaimic force microscope assets from Internati@ueiness Machines Corporation. The
acquisition was accounted for using the purchagbadeof accounting. Results of operations for tagqa from March 23, 2000 to
December 31, 2000 are included in the accompar@orgsolidated Statement of Operations for the yede@ December 31, 2000. Results of
operations prior to the acquisition are not matéoidghe Consolidated Statements of Operationsifelyears ended December 31, 2000, 1999
and 1998.

Slider Level Crown Product Line

On February 11, 2000, Veeco entered into aegfimalliance with Seagate Technology, Inc. ("S¢e) under which Veeco assumed
production responsibility for Seagate's internad &l Level Crown ("SLC") product line and acquimgghts to commercialize such products
for sale to third parties. The acquisition was acted for using the purchase method of accounRegults of operations for the period
February 11, 2000 to December 31, 2000 are inclid#dte accompanying Consolidated Statement of @joers for the year ended
December 31, 2000. Results of operations priohnécaicquisition are not material to the Consolid&tdements of Operations for the years
ended December 31, 2000, 1999 and 1998.

OptiMag, Inc.

On October 14, 1999, Veeco acquired the casflitek of OptiMag, Inc. ("OptiMag"), of San Dieg@alifornia, for cash of $3,300,000 an
deferred payment of $1,200,000, which was paid ctoler 27, 2000. OptiMag, founded in 1998, is gpfiep of automated optical defect
inspection and process control equipment for tha g@rage thin film magnetic head industry. Thguigition was accounted for using the
purchase method of accounting. Accordingly, theepase price was allocated to the net assets adduaieed on their estimated fair values
addition, the acquisition calls for contingent ddesation to be paid by Veeco based upon both 880 revenues and the future appraised
value of OptiMag. During the year, approximately@ED,000 of contingent consideration related toldag's revenues has been accrued and
recorded as an addition to excess of cost oveassats acquired. The contingent consideration hgseadthe appraised value of OptiMag is
currently not known. The amount will be determirmtieoiing 2001.

The purchase price was allocated as follow 31000 to excess of cost over net assets acq$iBe200,000 to core technology; $570,000
to assembled workforce, trademarks and a covemmrtborcompete and $1,300,000 to in-process researdidevelopment projects ("R&D")
for projects that had not reached technologicaibelity and had no alternative future uses andstlthe amounts allocated to such projects
were expensed as of the date of acquisition. Ogilia-process R&D value
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is comprised of the Oasis version 1.0 softwaretardware component development program, which deduhe introduction of certain new
technologies. At the acquisition date, OptiMag'sORgrogram was approximately 84% complete, withrdraainder completed in 2000.

The value assigned to purchased in-process R&Pdetermined by estimating the costs to devdleptirchased in-process technology
into commercially viable products, estimating theuiting net cash flows from the projects and disting the net cash flows to their pres



value. The revenue projection used to value theracess R&D was based on estimates of relevantehaikes and growth factors, expected
trends in technology and the nature and expeateddiof new product introductions by the Compang as competitors. The rate utilized to
discount the net cash flows to their present valas 30%.

The amortization periods of intangible asselated to excess of cost over net assets acquiveg fechnology, assembled workforce,
trademarks and covenant not-to-compete are ters V&g years, three years, five years and twosjaaspectively.

The results of operations of OptiMag for theiqe from October 15, 1999 to December 31, 1999raieided in the accompanying
Consolidated Statement of Operations for the yrded December 31, 1999. Results of operations firitire acquisition are not material to
the Consolidated Statements of Operations for #a@syended December 31, 1999 and 1998.

Commonwealth Scientific Corporation

On May 10, 1999, CVC acquired Commonwealth @ifie Corporation (“Commonwealth"), a Virginia-tetscompany, which offers ion
beam modules and systems which provide ion beahingtcdeposition and diamond-like carbon (DLC) msses and ion beam sources for
research and development and original equipmentifaaturer customers. The acquisition was accouiotedsing the purchase method of
accounting. The purchase price was allocated &safsl(in thousands):

Net tangible assets of Commonwet $ 6,29¢
Purchased -process R&L 1,17¢

Intangible asset:
Workforce in place 704
Current technology 26E
Goodwill 57
Total purchase pric $ 8,49¢
|

The purchased in-process R&D includes the vafy#oducts in the development stage, which hateeached technological feasibility
and for which there is no alternative future usecaxdingly, the amount of $1,174,000 was expensd®99. The value was determined us
the income approach, which involves estimatingdiseounted after-tax cash flows attributable tggnts based on the projects' stage of
completion. A discount rate of 35% was appliechi projects' cash flows and there were no matehahges from historical pricing, margi
and expense levels. Due to the merger of Veecda(@, the Company implemented a reorganization pidnich included the closing of
CVC's Virginia facilities. Due to this restructuginthe Commonwealth iprocess R&D program has been abandoned by the Ggmparing
2000, approximately $608,000 has been spent opthgram.
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Due to the Company's reorganization plan aacttbsing of CVC's Virginia facilities, the net ghased intangibles of approximately
$900,000 were subsequently written off during tearyended December 31, 2000.

The operating results of Commonwealth have lieanded in the Company's Consolidated Stateman@perations from the date of
acquisition. Results of operations prior to thewasition are not material to the Consolidated Stegets of Operations for the years ended
1999 and 1998.

3. Balance Sheet Information

December 31,

2000 1999

(I'n thousands)

Inventories:
Raw materials $ 60,28. $ 49,60¢
Work in process 23,70: 21,73¢
Finished goods 16,07¢ 14,53:

$ 100,06: $ 85,87¢

December 31,



Estimated
2000 1999 Useful Lives

(I'n thousands)

Property, plant and equipme

Land $ 6,662 $ 6,662

Buildings and improvements 32,207 26,82¢ 1040 year

Machinery and equipment 54,33: 56,29¢ 3-10 year

Leasehold improvements 5,694 5,62 3-7 year:
98,89 95,41

Less accumulated depreciation and amortizati 38,801 34,11t

$ 60,09. $ 61,92¢

I
2000 1999

(I'n thousands)

Accrued expense

Payroll and related benefits $ 12,30 $ 8,74(
Taxes, other than income 3,69t 4,917
Customer deposits and advanced billings 19,61: 4,517
Installation and warranty 7,66¢ 7,551
Other 12,81¢ 11,98(

$ 56,090 $ 37,70¢

Short-term Investments

Management determines the appropriate claasific of securities at the time of purchase andaleates such designation as of each
balance sheet date. All investments are classiféed
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available-for-sale securities. Available-for-sadewrities are carried at fair value, with the ulirea gains and losses, net of tax, reported as a
separate component of shareholders' equity. Thetemew cost of debt securities in this categorgdfusted for amortization of premiums and
accretion of discounts to maturity. Such amort@ais included in interest (income) expense. Redligains and losses, interest and divide
and declines in value judged to be other-than-teargmn available-for-sale securities are inclugfeshterest (income) expense. The cost of
securities sold is based on the specific identificamethod.

The carrying amounts of available-for-sale siies approximate fair value. The following is@nsmary of available-for-sale securities:

2000 1999

(I'n thousands)

Commercial pape $ 15,73C $ 19,04
Municipal bonds 2,707 14,527
Floating rate bond — 9,02¢
Corporate bond — 6,071
Obligations of U.S. Government agenc 4,40¢ 2,00¢
Other debt securitie 4,054 211

$ 26,89¢ $ 50,88¢

All investments at December 31, 2000 have emtiial maturities of one year or less. During tearyended December 31, 2000 and 1999,
availablefor-sale securities with fair values at the date of sélapproximately $110.5 million and $29.4 milljoespectively, were sol



4. Debt
Credit Facilities

The Company has an unsecured credit facilgyafaended, the "Credit Facility"), which may bedi&® working capital, acquisitions and
general corporate purposes. The Credit Facilityiges the Company with up to $40 million of availép. The Credit Facility's interest rate
is the prime rate of the lending banks, but is sidjole to a maximum rate bf 4% above the prime rate in the event the Compaatits of
debt to cash flow exceeds a defined ratio. A LIBi@Red interest rate option is also provided.

The Credit Facility expires December 31, 204, under certain conditions is convertible intiean loan, which would amortize quarterly
through December 31, 2005.

The Credit Facility contains certain restrieticovenants which, among other things, imposeditiois with respect to incurrence of certain
additional indebtedness, payment of dividends, t@mm leases, investments, mergers, consolidaindsspecified sales of assets. The
Company is also required to satisfy certain finahtgsts.

As of December 31, 2000 and 1999, no borrowimgee outstanding under the Company's Credit Baeitid the Company was
contingently liable for a letter of credit of apgmmately $3,271,000 issued under the Credit Fgciitd expiring in June 2001.

The Company's CVC subsidiary also had a $1bamibank line of credit at December 31, 2000, whitlowed for maximum borrowings
based on certain financial criteria and are aptimae interest rate. As of December 31, 2000, modwangs were outstanding under this line.
As of December 31,
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1999, approximately $10,679,000 was outstandingutids line. On January 31, 2001, this line washbeated by the Company.
Notes Payable to Digital Shareholde

In April 1995, the stockholders of Digital réoed distributions in the amount of $8,000,000Ha form of unsecured promissory notes,
bearing interest at 7.21 percent per annum wittré@st due quarterly and principal due on or befidaech 31, 2000. These notes were paid in
March 2000. Interest relating to these notes apprated $144,000 in 2000 and $577,000 in 1999 a®8.19

Long-term Debt

Long-term debt is summarized as follows:

December 31,

2000 1999
Term loan payabl $ 548C $ 6,727
Mortgage notes payah 10,53: 10,82%
Other 51 2,47¢

16,06: 20,02t
Less current portio 1,431 2,77:

$ 14,63 $ 17,25:

Term Loan Payable

In April 1998, CVC borrowed $8,000,000 fromaunercial bank. The seven-year term loan requirastify payments of principal and
interest at 8.39% until April 2005. The obligatismsecured by certain personal property and otitangibles of CVC including patents,
patent applications and trademarks.

Mortgage Notes Payab

Lon¢-term debt also consists of three mortgage noteahpayeach secured by certain land and buildings edrrying amounts ¢



approximately $3,492,000 and $11,957,000, respalgtiat December 31, 2000. One mortgage note pay&B|186,000 at December 31,
2000) bears interest at a rate of 8.5% and maturé3ctober 14, 2002. The second mortgage note fE$H 490,000 at December 31, 2000)
bears interest at a rate of 7.75% until Decemb8@2Bor periods beginning January 2003 through Bee 2022, interest will be adjusted
every five years using an average treasury yield pl75%. This note is being amortized over a pesfd5 years, with the final payment due
on December 1, 2022. The third mortgage payabl8$51000 at December 31, 2000) bears interestataf 8.29% through September 30,
2002 and matures on October 1, 2007. Beginningliectd, 2002, the Company will likely elect to paterest on the remaining principal at
the then prime rate plus one-half percent, or@egual to 225 basis points above the yield on tde&@sury bonds.
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Long-term debt matures as follows:
(In thousands)

2001 $ 1,431
2002 3,36¢€
2003 1,33¢
2004 1,37¢
2005 1,41¢
Thereafte 7,13:
16,06

Less current portio 1,431
$ 14,63

|

5. Shareholders' Equity and Stock Compensation Plan

Historical net (loss) income and (loss) earsipgr share determined on a pro forma basis he i€bmpany had accounted for its stock
options granted subsequent to December 31, 199 tinel fair value method estimated at the datearitgusing a Black-Scholes option
pricing model follows:

December 31,

2000 1999 1998

(I'n thousands,
except per share amount)

Pro forma net (loss) incon $ (30,546 $ 16,29¢ $ 9,692
Pro forma net (loss) income per sh $ (128 $ 79 % 52
Pro forma diluted net (loss) income per st $ 1.2¢) $ 76 $ 51

Fixed Option Plan:

The Company has four fixed option plans. Thedgelnstruments Inc. Amended and Restated 1992 @&mp$’ Stock Option Plan (the
"Stock Option Plan") provides for the grant to offis and key employees of up to 2,826,787 optiéhs 00 options available for future gre
as of December 31, 2000) to purchase shares of @onstock of the Company. Stock options grantedyansto the Stock Option Plan
become exercisable over a three-year period fotigwlie grant date and expire after ten years. Tdec¥ Instruments Inc. 1994 Stock Option
Plan for Outside Directors (as amended, the "DinstOption Plan"), provides for automatic annualngs of stock options to each membe
the Board of Directors of the Company who is noearployee of the Company. The Directors' OptiomBlevides for the grant of up to
215,000 options (31,003 options available for fatgrants as of December 31, 2000) to purchasesba@ommon Stock of the Company.
Such options are exercisable immediately and exfiex ten years. The Veeco Instruments Inc. 2G66kOption Plan (the "2000 Plan") w
approved by the Board of Directors and stockholdeiMay 2000. The 2000 Plan provides for the gtardfficers and key employees of ug
1,250,000 options (106,617 options available foure grants as of December 31, 2000) to purchaaesof Common Stock of the Compe
Stock options granted pursuant to the 2000 Planrbe@xercisable over a three-year period followieggrant date and expire after seven
years. In addition, the 2000 Plan provides
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automatic annual grants of stock options to eacimipee of the Board of Directors of the Company whaat an employee of the Company.
In this respect, the 2000 Plan is intended to oepthe Directors' Option Plan. The Veeco Instrumémt. 2000 Stock Option Plan for Non-
Officer Employees (the "Non-Officer Plan") was apgrd by the Board of Directors in October 2000. No@-Officer Plan provides for the
grant to nomefficer employees of up to 150,000 options (750 available for future grants as of December2BD0) to purchase share:
Common Stock of the Company. Stock options grapteduant to the Non-Officer Plan become exercisabée a three-year period
following the grant date and expire after severrgea

In addition to the four fixed plans, the Compéras assumed certain stock option plans and agrasmrelated to CVC and Commonwealth
Scientific Corporation, which plans and agreeme@se in effect prior to the merger with Veeco. Tlhetans do not have options available
for future grants, generally vest over a thredite-year period and expire after five to ten yefaosn the date of grant. As of December 31,
2000, there are 294,867 options outstanding utdevarious CVC and Commonwealth Scientific Corgoraplans.

The fair values of the options issued undempihas at the date of grant were estimated wittfalhewing weightedaverage assumptions-
2000, 1999 and 1998: risk-free interest rate d¥5.8.6% and 5.5%, respectively, no dividend yigtmatility factor of the expected market
price of the Company's Common Stock of 80%, 64%58%, respectively, and a weighted-average expdiftedf the options of four years.

A summary of the Company's stock option plamefeDecember 31, 1998, 1999 and 2000, and chahgag) the years ended on those
dates is presented below:

1998 1999 2000
Weighted- Weighted- Weighted-
Average Average Average
Shares Exercise Shares Exercise Shares Exercise
(000) Price (000) Price (000) Price
Outstanding at beginning of ye 1,90¢ $ 15.6¢ 2,451 % 19.57 3,065 $ 21.8i
Granted 1,221 23.3¢  1,00: 29.21 1,64z 46.6¢€
Assumed in acquisitio — — 12z 13.9¢ — —
Exercisec (42%) 11.42 (331) 21.3i (1,397 18.62
Forfeited (259 20.2i (187) 26.01 (247) 32.1(
Outstanding at end of ye 2,451 $ 1957 3,06t $ 21.8i 3,06: $ 36.1¢
I I N I N
Options exercisable at y«-end 87¢ $ 11.91 1,25¢ $ 15.8¢ 80¢ $ 27.0¢
Weighted-average fair value of options grantedrduthe
year — $ 11.1¢ $ 14.97 $ 29.3¢
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The following table summarizes information abfixed stock options outstanding at December 3002

Options Outstanding Options Exercisable
Number Weighted- Number
Outstanding at Average Outstanding at
December 31, Remaining Weighted- December 31, Weighted-
Range of 2000 Contractual Average 2000 Average
Exercise Price (000's) Life Exercise Price (000's) Exercise Price
$4.50 4 37 % 4.5(C 4 $ 4.5(C
6.9€-10.25 80 4.C 8.2¢ 67 8.31
11.2¢-16.16 184 3.7 13.71 131 13.7(C
21.5(-32.13 1,17¢ 7.S 27.7¢ 424 27.0¢
33.64-48.75 1,31« 6.7 43.3: 161 41.2¢
51.44-74.38 303 7.S 58.6: 22 65.0z
87.1:-97.88 3 9.7 88.81 — —
$4.5(-97.88 3,06: 7C $ 36.1¢ 80¢ $ 27.0¢

Employee Stock Purchase PI

Under the Veeco Instruments Inc. Amended arstédRed Employee Stock Purchase Plan (the "Pldré)Cbmpany is authorized to issue
to 250,000 shares of Common Stock to its-time domestic employees, nearly all of whom argilelé to participate. Under the terms of



Plan, employees can choose each year to havel@¥tmf their annual base earnings withheld to paselthe Company's Common Stock.
The purchase price of the stock is 85% of the lovfets beginning-of-year or end-of-year marketpriUnder the Plan, the Company issued
25,793 shares, 15,949 shares and 29,352 sharagptoyees in 2000, 1999 and 1998, respectively.filievalue of the employees' purchase
rights was estimated using the following assumstiimn 2000, 1999 and 1998, respectively: no divitigield for all years; an expected life of
one year for all years; expected volatility of 8084% and 59%; and risk-free interest rates of 6 %6 and 5.3%. The weighted-average
fair value of those purchase rights granted in 20009 and 1998 was $21.30, $20.65 and $8.79,ctgply. As of December 31, 2000, the
Company has reserved 3,265,976 and 135,156 sHa@zsronon Stock for issuance upon exercise of stgtions and issuance of shares
pursuant to the Plan, respectively.

Preferred Stocl

The Board of Directors has authority under@oenpany's Certificate of Incorporation to issuerehaf preferred stock with voting and
economic rights to be determined by the Board oe@ors.
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6. Income Taxes

Deferred income taxes reflect the net tax éffe€ temporary differences between the carryingams of assets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. Significant components of the Comgaigferred tax liabilities and assets
are as follows:

December 31,

2000 1999

(I'n thousands)

Deferred tax liabilities

Tax over book depreciation $ 2,67 % 3,84¢
Unamortized inventory accounting change — 424
Other 8 8
Total deferred tax liabilitie 2,681 4,281
Deferred tax asset
Inventory valuation 9,39¢ 6,61°F
Domestic net operating loss carryforwards 17,60¢ 55&
Foreign net operating loss carryforwards 19C 234
Warranty and installation 2,59: 2,981
Other accruals 3,06t 1,06¢
Deferred gross profit 11,69: —
Other 1,26( 1,57(C
Total deferred tax asse 45,80¢ 13,01¢
Valuation allowanct (502) (65%)
Net deferred tax asse 45,30: 12,36
Net deferred taxe $ 42,62: $ 8,082

For financial reporting purposes, (loss) incdméore income taxes and cumulative effect of ckbangccounting principle consists of:

Year ended December 31,

2000 1999 1998

(I'n thousands)

Domestic $ (1,969 $ 30,45¢ $ 17,63:
Foreign 6,74: 5,44¢ 2,01t



$ 477¢  $ 35,90 $ 19,647
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Significant components of the provision (bet)dér income taxes are presented below:

Year ended December 31,

2000 1999 1998

(I'n thousands)

Current:
Federal $ 547¢ $ 12,247 $ 5,10(
Foreign 2,51z 2,73¢ 54€
State 2,35¢ 2,43( 1,69¢
10,34¢ 17,41* 7,34k
Deferred:
Federal (5,57)) (2,659 1,179
Foreign 26¢ (46¢) a0
State (76¢) (365) (259)
(6,07 (3,497 (1,335

$ 4271 $ 13,92 $ 6,01(

The following is a reconciliation of the incontax expense computed using the Federal statuateyto the Company's actual income tax
expense:

Year ended December 31,

2000 1999 1998

(I'n thousands)

Tax at U.S. statutory rati $ 1,67 $ 12,53: $ 6,871
State income taxes (net of Federal ben 65€ 1,29¢ 88¢
Goodwill amortizatior 144 41% 46
Nondeductible merger expens 3,62 1,30¢ 1,164
Other nondeductible expens 242 17¢ 244
Operating losses not currently realiza 39 91 14

Income of "S" Corporation not subject to Federal

corporation ta - - (1,519
Operating losses currently realiza (223) (15) (16¢)
Research and development tax cr (1,439 (2,000 (80%)
Benefit of foreign sales corporati (84%) (1,119 (460)
Release of valuation allowan - (230 (53
Other 404 364 (21¢)

$ 4,271 $ 13,92¢ $ 6,01(

The Company has domestic net operating losgfoavards of approximately $30 million, which erpin the year 2020. The Company
also has credit carryforwards (primarily researce&elopment credits) of approximately $4.3 milliarhich expire in the years 2004 and
2020.
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7. Commitments and Contingencies and Other Matters
Minimum Lease Commitmer

Minimum lease commitments as of December 3Q0Z0r property and equipment under operating legseements (exclusive of renewal
options) are payable as follows:

(I'n thousands)

2001 $ 3,56¢
2002 2,67(
2003 1,50¢
2004 67€
2005 382
Thereaftel 997

$ 9,79z

|

Rent charged to operations amounted to $4,808%8,833,000 and $2,591,000 in 2000, 1999 an8,1@3pectively. In addition, the
Company is obligated under the leases for certhiar@xpenses, including real estate taxes andanse.

Royalties

The Company has arrangements with a numbéiirdf parties to use patents in accordance wittnieeagreements. Royalties and license
fees expensed under these agreements approxin&22@80, $928,000 and $733,000 in 2000, 1999 aB8,I@spectively.

Environmental Remediatic

The Company may, under certain circumstancespligated to pay up to $250,000 in connectiom Wit implementation of a
comprehensive plan of environmental remediatidtsa®lainview, New York facility. The Company hasdm indemnified for any liabilities it
may incur in excess of $250,000 with respect tosrgh remediation. No comprehensive plan has berired to date. Even without
consideration of such indemnification, the Compeags not believe that any material loss or expengmbable in connection with any
remediation plan that may be proposed.

The Company is aware that petroleum hydrocademamination has been detected in the soil asiteeof a facility leased by the
Company in Santa Barbara, California. The Compasyleen indemnified for any liabilities it may inevhich arise from environmental
contamination at the site. Even without consideratf such indemnification, the Company does néebe that any material loss or expense
is probable in connection with any such liabilities

The former owner of the land and building iniethDigital's operating facilities and offices doeated has disclosed that there are
hazardous substances present in the ground urelbuilding. Management believes that the compreatemsdemnification clause that is p
of the purchase contract provides adequate proteatjainst any environmental issues that may arise.

Litigation

In January 2000, Veeco received a revised klon of damages in a 1988 patent infringemenslatin the U.S. District Court of
Arizona. Pursuant to this revision, Veeco revemrggoroximately
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$420,000 of the $1,500,000 litigation reserve i89 ¢hat was no longer required and paid the redwreount of $1,080,000. The reversal is
included in other expense (income), net in the egm@mying Consolidated Statement of Operations.

The Company is involved in various legal pratiegs arising in the normal course of its businésghe opinion of the Company's
management, based upon the advice of counsel|tihmate resolution of these matters will not haveaterial adverse effect on the
Company's consolidated financial position, resoftgperations or cash flow



Related Party Transactic

The Company makes purchases of inventory fraonapany, which is owned partially by an individudio is also employed by the
Company. Payments to this related company in 20899 and 1998 were approximately $4,126,000, $20886and $4,883,000,
respectively.

The Company's business depends in large part thie capital expenditures of data storage, serdigtior and optical telecommunications
manufacturers, which accounted for the followingcpatages of the Company's net sales:

December 31,

2000 1999 1998
Data storag: 44% 62% 60%
Telecommunication 23% 7% 3%
Semiconducto 15% 11% 18%

Concentration of Credit Risk

Sales to Seagate accounted for approximatéty, 18% and 15% and sales to IBM accounted for aqprately 4%, 12% and 14% of the
Company's net sales during the years ended Dece3thb2000, 1999 and 1998, respectively. Each oCithmpany's segments sell to these
major customers. At December 31, 1999, accountsvaisle due from a customer represented 15% ofeggde accounts receivable.

The Company manufactures and sells its prodoatempanies in different geographic locationscértain instances the Company requires
advanced deposits for a portion of the sales pnieglvance of shipment, however the majority ofdpstem sales do not require such advi
payments. The Company does, however, perform pgeranddit evaluations of its customers' financiahdition and, where appropriate,
requires that letters of credit be provided onifpmesales. Receivables generally are
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due within 30-60 days. The Company's net accowusivable are concentrated in the following geodgiafocations:

December 31,

2000 1999

(in thousands)

United State: $ 45637 $ 33,16¢
Europe 12,31( 14,22t
Japar 32,18 23,93¢
Asia Pacific 7,977 8,27¢
Other 143 35C

$ 98,24¢ $  79,95:

Sale of Leak Detection Business

During the fourth quarter of 1999, the Compantered into an agreement to sell its leak detedticsiness, which is part of the industrial
measurement product segment. For the years en@8dat@ 1998, the leak detection business reprasapiroximately $9,200,000, and
$10,300,000, respectively, of consolidated netssdlbe sale closed on January 17, 2000. As a refsthle transaction, during 1999, the
Company recorded a loss of $2,500,000 on the isaleding the write-off of approximately $1,000,000goodwill that was previously
allocated to this line of business. The assets wetaded in prepaid expenses and other curreeta8sthe accompanying Consolidated
Balance Sheet at December 31, 1999.

8. Foreign Operations, Geographic Area and Producbegment Information

Revenue and long-lived assets related to dpesain the United States and other foreign coastsais of and for the years ended
December 31, 2000, 1999 and 1998 are as follows:

Net Sales to



Unaffiliated Customers Long-Lived Assets

2000 1999 1998 2000 1999 1998
United State: $ 35642« $ 26655 $ 24969 $ 67,880 $ 6648: $ 57,03
Foreign Countrie 98,24¢ 114,56: 64,99: 1,68¢ 1,31 367
Eliminations (68,000 (51,59) (31,529 — — ]

$ 386,66¢ $ 329,52: $ 283,15¢ $ 69,57t $ 67,79¢ $ 57,40:

The aggregate foreign exchange gains and @pgseuded in determining consolidated resultspérations were ($804,000), ($421,000)
and $774,000 in 2000, 1999 and 1998, respectively.
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The Company has three reportable segmentsologyr, process equipment and industrial measureriiéiet Company's metrology product
line manufactures and distributes to customerkeérdata storage and semiconductor industries, hasvesearch and development centers
and universities. The Company's process equipnredupt line includes etch and deposition systemmapily for data storage and optical
telecommunications applications. The Company'sstithl measurement products have applicationsiida range of industries including
electronic, aerospace, transportation and semiatodu

The Company evaluates performance based oit prdéss from operations before income taxes. déeunting policies of the reportable
segments are the same as those described in teasyrof significant accounting policies. Costs exlgld from segment profit primarily
consist of corporate expenses, including incomedaas well as other non-recurring charges forffased in-process technology,
reorganization and asset impairment charges anganeglated costs. Corporate expenses are comymisedrily of general and
administrative expenses.

The Company's reportable segments are busimétssthat offer different products. The reportaddgments are each managed separately
because they manufacture and distribute distiradymts with different production processes.

The following represents the reportable prodegiments of the Company:

Net Sales Operating Income (Loss) Total Assets
2000 1999 1998 2000 1999 1998 2000 1999 1998

Metrology $ 159,83( $ 112,17: $ 126,16( $ 28,90t $ 22,958 $ 26,32¢ $ 112,02¢ $ 64,95¢ $ 73,44¢
Process equipment 216,28 200,27 137,25: 20,72 25,88¢ 5,70¢ 149,84" 163,56( 104,53:
Industrial measureme 10,55¢ 17,07¢ 19,745 (3,66¢€) (2,000 (5) 8,04¢ 15,13¢ 16,807
Unallocated corporate amount — — — (9,239) (4,05€) (2,027 153,36: 97,54: 27,21(
Merger and reorganization expenses — — — (14,206 (2,600 (7,500 — — —
Inventory write-off — — — (15,32) — — — — —
Asset impairment charge — — — (3,729 — — — — —
Loss on sale of leak detection busines — — — — (2,500 — — — —
Write-off of purchased in-process

technology — — — — (2,479 — — — —
Write-off of deferred charges — — — — — (675) — — —
Total $ 386,66¢ $ 329,52. $ 283,15¢ $ 3,47 $ 35,20¢ $ 21,83: $ 423,28. $ 341,19¢ $ 221,99
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Other Significant Items

Year ended December 31,

2000 1999 1998

Depreciation and amortization expen
Metrology $ 4471 % 1571 % 1,67¢

Process equipment 8,55¢ 7,67¢ 4,86¢



Industrial measurement 78 12¢ 122
Unallocated corporate 2,43 632 51¢

Consolidated depreciation and amortization expense $ 15,55. $ 10,01¢ $ 7,17¢
I I I

Expenditures for lor-lived assets

Metrology $ 722: $ 4230 $ 1,48¢
Process equipment 11,65 7,65( 10,89¢
Industrial measurement 7 50 65
Unallocated corporate 3,50¢ 3,76¢ 67¢
Consolidated expenditures for long-lived assets $ 22,39 $ 15,69¢ $ 13,127

9. Defined Contribution Benefit Plans

The Company maintains three defined contribugitans under Section 401(k) of the Internal Reee@ade. Principally all of the
Company's domestic futlme employees are eligible to participate in ohthe three plans. Under the plans, employees roayribute up to
maximum of 15% to 20% of their annual wages, dependn the plan. Employees are immediately vesiatiéir contributions. Two of the
plans provide for partial matching contributionstbg Company, which vest over a two-or five-yeaiqik depending on the plan. Company
contributions to the plans were $1,324,000, $1@8Dand $939,000 in 2000, 1999 and 1998, respéctive

10. Write-off of Deferred Charges

During 1998, CVC incurred costs aggregating3h8d0 related to a potential initial public offeginThese costs were accounted for as a
deferred asset with the intent of deducting suchuats from contributed equity upon receipt of theceeds from the initial public offering.
During the fourth quarter of 1998, CVC suspendddres to complete the public offering and, accogiinthese costs were charged against
earnings.
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Schedule [I—Valuation and Qualifying Accounts

COL. A COL.B COoL.C COL.D COL.E
Additions
Balance at Charged to Charged to Balance at
Beginning of Costs and Other End of
Description Period Expenses Accounts Deductions Period

Deducted from asset accour
Year ended December 31, 20!

Allowance for doubtful accoun $ 2,403,000 $ 683,000 $ — % 970,00 $ 2,116,00I

Valuation allowance on net deferrec

tax asset 655,00( — — 153,00( 502,00(
$ 3,058,000 $ 683,000 $ — % 1,123,000 $ 2,618,00I

.| .| | .| .|
Deducted from asset accour
Year ended December 31, 19

Allowance for doubtful accoun $ 2,070,000 $ 1,063,000 $ 236,000 $ 966,000 $ 2,403,00I
Valuation allowance on net deferrec
tax asset 348,00( — 449,00( 142,00( 655,00(

$ 2,418,000 $ 1,063,000 $ 685,000 $ 1,108,000 $ 3,058,001

| | | | |
Deducted from asset accour
Year ended December 31, 19



Allowance for doubtful accoun $ 1,154,000 $ 969,00 $ — % 53,000 $ 2,070,00!
Valuation allowance on net deferrec
tax asset 1,149,00! — — 801,00( 348,00(

$ 2,303,000 $ 969,00( $ — $ 854,000 $ 2,418,001
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Exhibit 3.2

CERTIFICATE OF MERGER
OF

DIGITAL INSTRUMENTS, INC.
(a California corporation)

INTO

VEECO INSTRUMENTS INC.
(a Delaware corporation

The undersigned corporation hereby certifiefobews:

1. The names of the constituent corporatioasv@eco Instruments Inc., a Delaware corporatideéto”), and Digital Instruments, Inc., a
California corporation (the "Company"). The autkzed capital stock of the Company consists of 1@Dgdares of common stock, no par
value.

2. The Agreement and Plan of Merger (the "Agreet and Plan of Merger") among Veeco and the Cogipaecurityholders has been
approved, adopted, certified, executed and ackrdnele by Veeco and the Company in accordance wittid®e252(c) of the General
Corporation Law of the State of Delaware.

3. The name of the surviving corporation (tBarviving Corporation") is Veeco Instruments IrecDelaware corporation.

4. The Restated Certificate of Incorporatiorvetco immediately preceding the merger shall ¢tstthe Restated Certificate of
Incorporation of the Surviving Corporation.

5. The executed Agreement and Plan of Mergen iile at the office of the Surviving Corporatitatated at Terminal Drive, Plainview,
New York, 11803. A copy of the Agreement and PlaMerger will be furnished by the Surviving Corptiom, without cost, to an
stockholder of the Company who sends a writtenesgtherefore to the Surviving Corporation at ddrass set forth in the precedi



sentence.

Dated: May 29, 1998 VEEQGSTRUMENTS INC.

By: /s/ JOHN F. REIN, JR.

Name: John F. Rein, .
Title: Vice President—
Chief Financial Officel
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AMENDMENT NO. 6 TO CREDIT AGREEMENT
This Amendment No. 6 to Credit Agreement (tlimmendment") is made as of this 11th day of Decem®@00 by and among:
VEECO INSTRUMENTS INC., a corporation organized under the laws of the Sttielaware (the "Borrower"); and

FLEET NATIONAL BANK (formerly known as Fleet Bank, N.A.R national banking association organized undelative of the Unite:
States ("Fleet") antlHE CHASE MANHATTAN BANK, a New York banking corporation ("Chase", colleciyveith Fleet, the "Banks").

RECITALS:

(A) The Borrower and the Banks are parties @redit Agreement dated as of July 31, 1996, amdatby Amendment No. 1 to Credit
Agreement, dated June 25, 1997, Amendment NoC2ddit Agreement, dated as of January 31, 199%amehdment No. 3 and Waiver to
Credit Agreement, dated March 3, 2000, AmendmentdNo Credit Agreement, dated May 4, 2000 and Adnant No. 5 to Credit
Agreement, dated May 4, 2000 (the Credit Agreerasrgo amended being hereinafter referred to d<ieglit Agreement");

(B) The Borrower has requested, subject tdehms and conditions of this Amendment, to amemthirea provisions of the Credit
Agreement and the Banks are willing to amend suokiigion of the Credit Agreement as set forth herand

(C) Any capitalized items not defined hereialshave the meanings ascribed thereto in the Clagteement,
NOW, THEREFORE, the parties hereto hereby agree as follows:
ARTICLE 1. Amendments to Credit Agreement.

This Amendment shall be deemed to be an amemichméhe Credit Agreement and shall not be coestin any way as a replacement or
substitute therefore. All of the terms and provisiof this Amendment are hereby incorporated bgresfce into the Credit Agreement as if
such terms and provisions were set forth in fugréin.

Section 1.1Section 7.12 of the Credit Agreement is hereby atedrby deleting the reference to the date "Novemp2000" and
replacing it with the date "January 31, 2001" snfdtace and stead.

ARTICLE 2. Representations and Warranties.
The Borrower hereby represents and warraritset@anks that:

Section 2.1After giving effect to this Amendment, each andrgv@ne of the representations and warranties stt fio the Credit
Agreement is true in all material respects as efdate hereof with respect to the Borrower andrevaeplicable, the Guarantors with the
same effect as though made on the date hereokgusigh representation or warranty is limited bydatms to an earlier date), and is hereby
incorporated herein in full by reference as if yjuléstated herein in its entire



Section 2.2After giving effect to this Amendment, no DefauitEvent of Default, as defined in the Credit Agresim now exists.

Section 2.3No representation, warranty or statement by thed®eer or the Guarantors contained herein or in@hgr document to be
furnished by the Borrower or the Guarantors in @mtion herewith contains, or at the time of delvehall contain, any untrue statement of
material fact, or omits or at the time of delivshall omit to state a material fact necessary tkensaich representation, warranty or statement
not misleading.

Section 2.4Each of the Facility Documents, other than the 8gcAgreements and the Pledge Agreements, corditmée in full force
and effect and, with respect to the Guaranteesyseadl payment and other obligations of the Boeownder the Credit Agreement.

ARTICLE 3. Miscellaneous.
This Amendment shall be governed by and coadtm accordance with the laws of the State of Newk.

[next page is signature page]

IN WITNESS WHEREOF, each of the undersigned has executed or causexidaly executed this Amendment as of the datedlrsive
written.

VEECO INSTRUMENTS INC.

By:
Name: John F. Rein,
Title: Executive Vice President, Chief Financial
Officer, Treasurer and Secret:

FLEET NATIONAL BANK

By:

Name: Christopher Mendelso!
Title: Vice Presiden

THE CHASE MANHATTAN BANK

By:
Name: Carolyn B. Lattan:
Title: Vice Presiden
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The undersigned, not parties to the Credit Agrent but as Guarantors under Guarantees execoufaebir of the Bank, each hereby accept
and agree to the terms of the foregoing Amendment.

WYKO CORPORATION SLOAN TECHNOLOGY CORP.
By: By:

Name: John F. Rein, . Name: John F. Rein, {

Title: Vice Presiden Title: Vice Presiden

VEECO INDUSTRIAL
MEASUREMENT, LLC VEECO METROLOGY, LLC

By: Veeco Instruments Inc., its Sole Mem By Veeco Instruments Inc., its Sole Member



By:

Name: John F. Rein, {
Title: Vice Presiden

ION TECH, INC.

By:

Name: John F. Rein, .
Title: Vice Presiden

VEECO MINNEAPOLIS TECHNOLOGY
CENTER INC.

By:
Name: John F. Rein, .
Title: Vice Presiden

CVC PRODUCTS, INC. CORPORATION

By:
Name: John F. Rein, .
Title: Vice Presiden

By:

Name: John F. Rein, {
Title: Vice Presiden

TULAKES REAL ESTATE
INVESTMENTS, INC.

By:

Name: John F. Rein, «
Title: Vice Presiden

CVC, INC.

By:

Name: John F. Rein, .
Title: Vice Presiden

COMMONWEALTH SCIENTIFIC

By:
Name: John F. Rein, {
Title: Vice Presiden
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ARTICLE 1. PURPOSE

The Veeco Instruments Inc. First Amended and RegtBmployee Stock Purchase Plan is intended tdde@n incentive to eligible
employees of Veeco Instruments Inc. (the "Compaagy) of any direct or indirect subsidiary of thenfpany to have a greater interest in the
Company's growth by providing them with the oppnitlyito purchase Stock at a favorable price by medmpayroll deductions. The Plan is
intended to qualify as an employee stock purch&seynder Section 423 of the Internal Revenue @§d®86, as amended.

ARTICLE 2. DEFINITIONS

Whenever used in the Plan, the following words pimchses shall have the meanings set forth belolessia different meaning is plainly
required by the context:

Administrator means the person or persons appointed by the Comenbit administer the Plan in accordance with Aat&



Base Earnings means the regular rate of pay for any pay perieduding payments for overtime, bonuses and otpecial payments,
commissions and other marketing incentive payments.

Board or Board of Directors means the Board of Directors of the Company.

Code means the Internal Revenue Code of 1986, as amended

Committee means the Compensation Committee of the Board.

Company means Veeco Instruments Inc., or any successooipn.

Employer means the Company and each Subsidiary.

Fair Market Value means the fair market value of the Stock as detexdhpursuant to Section 3.04 of the Plan.
Offering means an offering of Stock for purchase under the pursuant to Article 6 of the Plan.

Participant means any eligible employee who has elected ticgzate in an Offering under the Plan.

Plan means the Veeco Instruments Inc. Employee Stockhage Plan, as hereinafter amended from time & tim
Stock means the Common Stock of the Company, par valiefer share.

Subsidiary means any corporation, limited liability companyother entity which has elected under the Codesttaked as a corporation and
in which the Company owns, directly or indirecyock or other equity interests possessing 50 pearemore of the total combined voting
power of all classes of stock or other equity ies¢s of such entity. For this purpose, the ruleSauftion 424(d) of the Code shall apply in
determining the stock ownership of the Company.

ARTICLE 3. GENERAL RULES

3.01 Compensation Committee

(a)
The Plan shall be administered by the Compens&@nmittee of the Board of Directors. The Commitiball consist of at least thr
directors of the Company appointed by the Boartimidmbers of the Committee shall be (i) "disintegdgpersons” within the
meaning of Rule 16b-3 adopted by the Securitieskammthange Commission under the Securities ExchAagef 1934, as amended
(the "Exchange Act"), if and as such Rule is ireeff and (ii) "outside directors" within the meapof Section 162(m) of the Code ¢
any applicable regulations. The Board may,

from time to time, remove members from, or add mermio, the Committee. Vacancies on the Commitiédoevfilled by the Board.

(b)
The Committee shall have full authority and poweadminister and construe the Plan, subject toegige requirements of law.
Without limiting the generality of the foregoindnet Committee shall have the following powers aniiedu

(i)
to interpret the terms and provisions of the Plan;

(ii)
to adopt, amend and repeal such rules, regulatammeements and instruments for implementing anuirastering the Plan as
the Committee shall deem necessary or advisabte; an

(iii)
to make all other determinations and take all oftation necessary or advisable for the implemenmtaind administration of
the Plan.



(©
The Committee may delegate such of its adminisealuties to such other persons as it deems apgt@jm connection with
administering the Plan.

(d)
All decisions made by the Committee pursuant topttawrisions of the Plan shall be made in the Conem$ sole discretion and shall
be final and binding on all persons who have agredt under the Plan.

(e)
The Committee may act by a majority vote at a nmgedf the Committee or by a document signed bpfathe members of the
Committee. The Committee may adopt such rulesieiconduct of its affairs as it deems appropriate.

(f)
The members of the Committee shall be indemnifiethb Company against all costs and expenses r&alyancurred by them in
connection with any action, suit or proceeding tdch they or any of them may be a party by reas@ang action taken or failure to
act under or in connection with the Plan and agailh&mounts paid by them in settlement theread\{joled such settlement shall be
approved by independent legal counsel) or paichbyntin satisfaction of a judgment in any such actsuit or proceeding, except a
judgment based upon a finding of bad faith. Upanitistitution of any such action, suit or procegdm member shall notify the
Company in writing, giving the Company an opportynat its own expense, to handle and defend thee defore such member
undertakes to handle it on his or her own behalf.

3.02 Number of Shares Subject to Plan

(@)
The total number of shares of Stock available ffiekihgs under the Plan shall be 250,000 shardgesuto adjustment as set forth in
paragraph (b) below. Such Stock may be authorindduaissued shares, treasury shares, or sharésysigvissued and reacquired by
the Company. Any shares for which an Offering techase expires or is terminated or canceled may dgamade subject to
Offerings under the Plan.

(b)
If the number of shares of Stock outstanding igafter increased or decreased or changed intochiaeged for a different number or
kind of shares or other securities of the Companyf @nother corporation by reason of reorganizatinerger, consolidation,
recapitalization, reclassification, stock splitveese stock split, combination of shares, or dim@ipayable in shares of Stock, the
number of shares for which Offerings may be madieuthis Plan shall be increased or decreased giopately, as the case may be,
and the Committee shall make the appropriate adprstin the number and kind and price of sharegsttn Offerings then
outstanding and unexercised. Except as providéukeipreceding sentence, no adjustment will be nradennection with the issuance
by the Company of any Stock or any warrants, rightsptions to acquire shares of Stock or of s¢iesrconvertible into Stock
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3.03 Determination of Fair Market Value

For purposes of this Plan, the Fair Market ValuthefStock as of any given date, shall be equéilganean of the highest and lowest quoted
sales price of the Stock on such date, or if nessptice is available for such date, the averagbheofeported closing bid and asked prices
regular way for such date, on (a) the New York Bterchange, (b) if the Stock is not listed or adedtto trading on such exchange, on the
principal national stock exchange on which the sischen listed or admitted to trading, or (chdft listed or admitted to trading on any
national stock exchange, as reported by the Ndtssociation of Securities Dealers Automated QtioteSystem ("NASDAQ"). If the

Stock is not then listed on any national stock exgfe or reported by NASDAQ (or if no current bidlasked price is available), then the
Market Value shall be determined in any reasonat@lener approved by the Committee.

3.04 Effective Date and Term of Plan

No Offerings shall be made under the Plan aftereDdxer 31, 2004

ARTICLE 4. ELIGIBILITY AND PARTICIPATION
4.01 Eligible Employees

Subject to Section 4.02, each employee of an Engplaynose customary employment is expected to be than twenty (20) hours per week
and more than five (5) months per year will beiblgyto participate in Offerings which commencesathe date on which he or she meets
these requirements, provided that such employemissithe payroll deduction authorization requiredier Section 5.01 on or prior to the
election deadline applicable to such Offeri



4.02 Restrictions on Participation

Notwithstanding any provisions of this Plan to tomtrary, an employee shall not participate in #ei@ng if either

(@)
prior to the Offering, the employee owns stock,/antiolds outstanding options to purchase stocksgssing 5 percent (5%) or more
of the total combined voting power or value ofcdisses of stock of the Company or any of its Slises; or

(b)
immediately after purchasing Stock in such Offeritg employee would own stock, and/or hold outditammoptions to purchase
stock, possessing 5 percent (5%) or more of tte toimbined voting power or value of all classestotk of the Company or any of
its Subsidiaries.

For purposes of this section, the rules of Seatidd(d) of the Code shall apply in determining tteek ownership of the employee.
4.03 Participation in Offering

An employee may elect to participate in an Offettiygfiling a completed payroll deduction electiamop to the Offering commencement ds
Such election shall be made in accordance witlahairements of Article 5.

4.04 Termination of Participation

(@)

An individual will cease to be a Participant in@ffering on the earliest to occur of the followiagents:

(i)

the date on which he or she ceases to be eligilparticipate under Section 4.01;
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(ii)
the date on which the individual terminates emplegtrwith an Employer for any reason other thanigeat
(iii)
the date on which the employee elects to withdreswohher payroll deductions as provided in Artile
() o . _
For purposes of participation in the Plan, an iidiial who is on an approved leave of absence bealleemed to be an Employee for
the first 90 days of such leave. If the individdaks not return to regular full-time or part-tirmegoyment (as the case may be) on or

before the end of the 90-day period, the individuainployment shall be deemed to have terminatatelast day of such period and
the individual will cease to be a Participant.

(©

In the event that an individual ceases to be ddiaant, the withdrawal provisions described iniélg 7 shall apply.

ARTICLE 5. PAYROLL DEDUCTIONS

5.01 Authorization to Make Payroll Deductions

(@)
Each employee who elects to participate in an @ffleshall agree to have deductions made by the &meplfrom his or her Base
Earnings by filing a payroll deduction authorizatiwith the Employer on or before the election dgtecified by the Administrator for
the Offering.

®) N | - | o o
A Participant's payroll deduction authorizationlsba effective for the period beginning as of fhist full payroll period beginning
after the first day of the Offering period and evglon the last day of the Offering period unlegsRlarticipant withdraws from the
Plan in accordance with Article 7.

(©

Unless and until a Participant elects otherwisehdearticipant's payroll deduction election for@iifiering period will remain in effec



for each subsequent Offering period.
5.02 Amount of Deduction

A Participant may elect to have deductions made finis or her Base Earnings in an amount equaltbae percentage of his or her Base
Earnings from 1 percent (1%) to 10 percent (10%}ueh other percentage as may be established:bydministrator.

5.03 Reduction or Discontinuation of Payroll Dedugbns During Offering Period

(&)
A Participant may elect to reduce his or her Igairoll deductions during an Offering period byydding notice in such form and
manner as prescribed by the Administrator no Idien November 30th. Subject to paragraph (c), adjznt may make only one
such election during an Offering period.

(b)
A Participant may elect to discontinue his or hayrpll deductions for an Offering period by providinotice in such form and mani
as prescribed by the Administrator no later thanéyiober 30th. A Participant who elects to discorgipayroll deductions for an
Offering may not again resume payroll deductiongtiat Offering.

(©)
The Administrator in its sole discretion may, ay ime and with or without notice, permit a Pagint to change his or her election if
it determines that such change or revocation i by individual circumstances.
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5.04 Deductions During Approved Leave of Absence

An Employee who continues to be a Participant duain approved leave of absence may elect to amththre Employer to make deductions
from payments to be made by the Employer to th&diaant during such leave of absence, if any.

5.05 Participant's Account
Amounts equal to deductions made in accordanceaMRBrticipant's election under this Article 5 dor Offering period shall be credited to a
bookkeeping account established by the Administnataler the Plan.
ARTICLE 6. OFFERING AND PURCHASEOF STOCK
6.01 Offering Period

Offerings to purchase Stock under the Plan wiliizele during each of the following periods:

(@)
The first Offering period will commence as of Jdly1995 and will end on December 31, 1995.

(b)

Each Offering period commencing after Decemberl395 will be the calendar year except as otherpiiseided in paragraph (c).

(©
In the case of an employee who first satisfieselfgbility requirements set forth in Section 4.8fter November 38 and before the
following June 1%, the initial Offering period will be the six-monpreriod beginning on the following July®iand ending
December 3%t

6.02 Purchase Price

The purchase price of Stock for an Offering shalelqual to the lesser of:

(@)
85 percent (85%) of the Fair Market Value of thecRton first business day of the Offering perioail a



(b)
85 percent (85%) of the Fair Market Value of thecRton the last business day of the Offering period

6.03 Automatic Exercise

Unless a Participant elects to withdraw prior t® those of an Offering period in accordance withphovisions of Article 7, a Participant's
election to purchase Stock shall be deemed to becised automatically on the last day of the Offfgperiod.

6.04 Number of Shares Purchased Upon Exercise

(@)
Subject to paragraphs (b) and (c), the number aflevbhares of Stock purchased by a Participant egercise shall be equal to:
(i) the amount credited to the Participant's actagrof the close of the Offering period (ii) digalby the purchase price per share of
Stock.

(b)
Notwithstanding any provision of the Plan to thatcary, an employee shall not have the right tapase stock under this Plan anc
other employee stock purchase plans of the Comaadyany of its Subsidiaries in excess of $25,000adf Market Value of the Stor
(determined at the time such Offering) for eaclerdar year in which such right to purchase Stodutstanding. Any right to
purchase Stock under this Plan shall be deemee todulified to the extent necessary to satisfyithédtions of this paragraph.

(©
In the event that the total number of shares whiehexercised for purchase for an Offering excéeglsnaximum number of shares
available under the Plan for such Offering, the

Administrator shall make a pro rata allocationta shares available for delivery and distributioam nearly a uniform manner as
shall be practicable and as it shall determinecteduitable.

6.05 Return of Unused Balance of Participant's Acamt

If any balance remains credited to a Participamtount after the exercise of the Participant'sd@pthe Employer shall pay an amount to the
employee equal to such balance. In no event shglbalance in the account be available for anyra@iféering under the Plan.

6.06 Delivery of Stock

The Company shall cause the Stock purchased irffenirt@ to be delivered to a Participant by anyhd# following methods: by the delivery
of certificates directly to the Participant, by teivery of such certificates to a brokerage aotdeld in the Participant's name, or by the
electronic crediting of ownership of such certifesito such brokerage account. Such delivery bleathade as soon as administratively
practicable following the close of each Offeringipéd.

6.07 Restrictions on Stock

All shares of Stock or other securities deliveradar the Plan shall be subject to such stock-tesrsflers and other restrictions as the
Administrator may deem advisable under the rulegulations, and other requirements of the Secsidétiel Exchange Commission, any stock
exchange upon which the Stock is then listed, awydepplicable Federal or state securities law,thedAdministrator may cause a legend or
legends to be put on any such certificates to naglgeopriate reference to such restrictions.

ARTICLE 7. WITHDRAWAL FROM OFFERING

7.01 Voluntary Withdrawal Prior to Close of Offering

(@)
A Participant may withdraw from an Offering at aitye prior to November 30. The Participant's noti€avithdrawal shall be made
the form and manner determined by the Administrator

(b)
Upon receipt of a notice of withdrawal, the Emplogkall cease making payroll deductions from theiéipant's Base Earnings and
shall pay the Participant the amount credited soohiher account as soon as administratively poaiche.
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A Participant who withdraws from an Offering mayt again participate in that Offering.

(d)
A Participant's withdrawal from any Offering wilbhhave any effect upon his eligibility to partiate in any succeeding Offering or
any similar plan adopted by the Company or anyoSubsidiaries.

7.02 Termination of Employment

In the event that a Participant's employment isiteated for any reason other than death priorécactbse of an Offering, the Participant will
be considered to have withdrawn from the Offerind the Employer shall pay the Participant the arhoredited to his or her account as
soon as administratively practicable.

7.03 Termination of Employment Due to Death

(a)
In the event that Participant's employment is taat@d because of his or her death prior to theeabsn Offering, his beneficiary
shall have the right to elect:
o | | | N
to withdraw from the Offering and receive paymehth@ amount credited to the Participant's accoamt,
(ii)
to continue to participate in the Offering and fhase shares with the amount credited to the Raatits account as of the date
of the death.
(0) | o | o |
Such election shall be made by filing written netic the form and manner determined by the Adnmatist prior to the earlier of the
applicable deadline for withdrawal set forth in 8@t 7.01 or the expiration of a period of sixt@&lays commencing with the
Participant's date of death.
(€)

In the event that proper notice is not timely reedi the beneficiary shall automatically be deetodthave elected to continue to
participate in the Offering.

7.04 Payment of Interest

Interest shall be paid on any and all money whsctlistributed to an employee or his or her beraficpursuant to the provisions of this
Article 7. The rate of interest with respect to @iffering period shall be determined by the Adntiaitor prior to the first day of such
Offering period and shall be applied to the avermgeunt in the Participant's account at the eneghoh full calendar month during the
completed portion of the Offering period. No inttrehall be paid for any month in which there isbatance on the last day.

ARTICLE 8. AMENDMENT AND TERMINATION

The Board of Directors or the Committee may amemaljify, or terminate the Plaprovided, howevethat no such action of the Board or
Committee, without approval of the stockholdershaf Company, may (a) increase the total amountaufkSvhich may be offered under the
Plan (except for adjustments resulting from a cleaing-apitalization of the Company as describedr@apdb) withdraw the administration of
the Plan from the Committee or (c) permit any perschile a member of the Committee, to be eligtbl@articipate in the Plan.

ARTICLE 9. MISCELLANEOUS PROVISIONS
9.01 Designation of Beneficiary.

A Participant may file a written designation ofe@nkeficiary who is to receive any stock and/or daghe event of the Participant's death. £
designation of beneficiary may be changed by thédizant at any time by written notice to the Adhisirator. Upon the death of a Particig
and upon receipt by the Company of proof of idgrditd existence at the Participant's death of afi@ary validly designated by him or h



under the Plan, the Company shall deliver suctkstod/or cash to such beneficiary. In the everthefdeath of a Participant and in the
absence of a beneficiary validly designated undeian who is living at the time of such Particifmdeath, the Company shall deliver such
stock and/or cash to the executor or administiafttine estate of the Participant, or if no suchcexer or administrator has been appointed (to
the knowledge of the Company), the Company, idigsretion, may deliver such stock and/or casthéospouse or to any one or more
dependents of the Participant as the Company magrte. No beneficiary shall, prior to the dedtthe participant by whom he has been
designated, acquire any interest in the stock sin caedited to the Participant under the Plan
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9.02 Non-Transferability

Neither payroll deductions credited to a partictfsmaccount nor any rights with regard to the eiserof an election to purchase Stock ur

the Plan may be assigned, transferred, pledgeatherwise disposed of in any way by the Particifhér than by will or the laws of descent
and distribution. Any such attempted assignmeandier, pledge or other disposition shall be wittedtect, except that the Company may
treat such act as an election to withdraw fundscitordance with Section 7.01.

Any rights with respect to a Participant's accamd any election rights granted under the Plartiegigfter the Participant dies are
exercisable by the Participant's designated baggfior, if there is no designated beneficiary thyy Participant's legal representative.

9.03 Use of Funds

All such deductions received or held by the Emptaysder this Plan may be used by the Employerrigraorporate purpose and the
Employer shall not be obligated to segregate sagigtl deductions.

9.04 Participant's Interest in Stock

A Participant will have no interest in Stock cowet®y his or her election until such purchase hanlm®mpleted.

9.05 No Interest Payable

Except as otherwise provided in Section 7.04, terést will be paid on any money paid into the Rianredited to any Participant's account.
9.06 No Effect on Employment Rights

Nothing in this Plan or in any election made unidshall confer on any employee any right to comirin the employ of the Company or
Subsidiaries or limit in any manner or to any ektée right of the Company or its Subsidiariesetiortinate the employment of any employee
at any time.

9.07 Governing Law

The provisions of the Plan shall be construed, aht@ired and enforced according to the laws ofStiate of New York, without regard to the
conflicts of law provisions thereof.

9.08 Effective Date

This Plan was originally effective as of July 1989the "Original Plan"). The Original Plan will ctinue in effect for all matters relating to
Plan years ending on or prior to December 31, Z0@luding the purchase of Shares and other issoesrring after the end of such Plan
year). The First Amended and Restated versionisfRlan became effective on October 26, 2000 alidwiin effect for all matters relatir
to Plan years beginning on and after January 11 2@@luding participation election and other isswéich will commence prior to the
beginning of such Plan year).
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Veeco Instruments Inc.
Annual Report on Form 10-K for the Year Ended Decerber 31, 2000
Exhibit 21.1—Subsidiaries of the Registrant

Subsidiary

Jurisdiction of
Organization

U.S. Subsidiaries

CVC, Inc.
CVC Products, Inc.

Commonwealth Scientific Corporation

lon Tech, Inc
Monarch Labs, Inc
NeXray, LLC (formerly Veeco Industrial MeasuremeitC)
Optimag, Inc.
Tulakes Real Estate Investments, |
Veeco Metrology AFM Inc
Veeco Metrology, LLC
Robin Hill Properties, Inc.

Veeco Minneapolis Technology Center |
Wyko Corporation (also does business as Veeco MetydGroup)

Foreign Subsidiaries

Nihon Veeco K.K.

Veeco Asia Pte. Ltc
Veeco (Barbados) Lt
Veeco Instruments Gmb
Veeco Instruments Limite
Veeco Instruments S.N.!
Veeco Korea Inc

Veeco Taiwan Inc

Delaware
Delaware
Virginia
Colorado
Colorado
Delaware
California
Colorado
Delaware
Delaware
California

Delaware
Arizona

Japar
Singapore
Barbados
Germany
England
France
Korea
Taiwan
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Consent of Independent Auditors

We consent to the incorporation by referenddénRegistration Statement (Form S-8 No. 33-87@4aining to the Veeco

Exhibit 23.1

Instruments Inc. Amended and Restated 1992 Empsdgteck Option Plan and the Veeco Instruments1884 Stock Option Plan for
Outside Directors, the Registration Statement (F8frB1No. 33-95422) pertaining to the Veeco Instmitménc. Employee Stock Purchase
Plan, the Registration Statement (For-8 No. 3:-95424) pertaining to the Veeco Instruments Inc. Adeal and Restated 1992 Employ:



Stock Option Plan, the Registration Statement (F&+&1No. 333-08981) pertaining to the Veeco Inseots Inc. Amended and Restated
1992 Employees' Stock Option Plan and the Amendddrestated Veeco Instruments Inc. 1994 Stock @ftlan for Outside Directors, the
Registration Statement (Form S-8 No. 333-35009%gpeng to the Amended and Restated Veeco Instrtsrlan. 1994 Stock Option Plan for
Outside Directors, the Registration Statement (F&f81No. 333-79469) pertaining to the Veeco Instrnta Inc. Amended and Restated 1992
Employees' Stock Option Plan and the Veeco Instniisni@c. 1994 Stock Option Plan for Outside Diregtthe Registration Statement
(Form S-8 No. 333-36348) pertaining to the CVC, 1299 Non-Employee Directors' Stock Option Plae, EVC, Inc. Amended and
Restated 1997 Stock Option Plan, the CVC Holdihgs, Stock Option Plan, the Non-Qualified Stock iOptAgreements Dated as of

March 31, 1999 Between Commonwealth Scientific @oagion, Inc. and Certain Employees and Directibres Incentive Stock Option
Agreements Between Commonwealth Scientific Corpamatnc. and Certain Employees and the CVC Holslingc. Stock Option
Agreements Between CVC Holdings, Inc. and CertampByees, the Registration Statement (Form S-8388-39156) pertaining to the
Veeco Instruments Inc. 2000 Stock Option Plan &edRegistration Statement (Form S-8 No. 333-49p@6hRining to the Veeco
Instruments Inc. 2000 Stock Option Plan for Noni€afif Employees of our report dated February 5, 206t respect to the consolidated
financial statements and schedule of Veeco Instnisn@c. included in the Annual Report (Form 10fé&) the year ended December 31,
2000.

/sl Ernst & Young LLP

Melville, New York
March 14, 2001
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Exhibit 23.2

Consent of Independent Accountants

As independent public accountants, we herebgent to the use of our report (and all referetzesir Firm) included in or made a part of
this Annual Report on Form 10-K.

PricewaterhouseCoopers LLP

Rochester, New York
March 9, 2001
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