EDGAROnline

VEECO INSTRUMENTS INC

FORM DEF 14A

(Proxy Statement (definitive))

Filed 04/05/04 for the Period Ending 05/07/04

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

TERMINAL DRIVE

PLAINVIEW, NY 11803

516 677-0200

0000103145

VECO

3559 - Special Industry Machinery, Not Elsewhere Classified
Semiconductors

Technology

12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2014, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

QuickLinks-- Click here to rapidly navigate through this domnt

SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934

Filed by the Registrarxl

Filed by a Party other than the Registid
Check the appropriate bo
Preliminary Proxy Stateme

Confidential, for Use of the Commission Only (asmpited by Rule 14-6(e)(2))

Xl Definitive Proxy Statemer
O Definitive Additional Materials
O Soliciting Material Under Rule 1-12

Veeco Instruments Inc.

(Name of Registrant as Specified In Its Char

(Name of Person(s) Filing Proxy Statement, if otihe@n the Registran
Payment of Filing Fee (Check the appropriate b
No fee required

O Fee computed on table below per Exchange Act Ride-6(i)(1) and -11.
1) Title of each class of securities to vhiansaction applies:

(2 Aggregate number of securities to which transacdioplies:

3) Per unit price or other underlying value of tragaccomputed pursuant to Exchange .
Rule 0-11 (set forth the amount on which the filfeg is calculated and state how it was
determined):

4) Proposed maximum aggregate value of aetien:

(5) Total fee paid

Fee paid previously with preliminary materie

Check box if any part of the fee is offset as pded by Exchange Act Rule 0-11(a)(2) and identiy th
filing for which the offsetting fee was paid preusly. Identify the previous filing by registration
statement number, or the Form or Schedule andateed its filing.

(1) Amount Previously Paid:

2) Form, Schedule or Registration Staterhamnt



3 Filing Party:

4) Date Filed:

VEECO INSTRUMENTS INC.
100 Sunnyside Boulevard, Suite B
Woodbury, NY 11797

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
to be held on May 7, 2004

NOTICE IS HEREBY GIVEN that the Annual Méagg of Stockholders (the "Meeting") of Veeco Instrents Inc. ("Veeco") will be held
at 9:30 a.m. (New York City time) on May 7, 2004{tee Corporate Center, 395 North Service Road,drofuditorium, Melville, New York
for the purpose of considering and acting uporfathewing matters as set forth in the accompany®ngxy Statement:

1. Election of three directors;
2. Approval of an amendment to the Veeco InstrumemntsFirst Amended and Restated Employee Stock BsecRlan
3. Approval of an amendment and restatement of the&&estruments Inc. 2000 Stock Option PI

4, Ratification of the appointment of Ernst & YoungRlas auditors for Veeco for the fiscal year enddegember 31, 2004; and

5. The transaction of such other business as may gyopEme before the Meeting or any adjournmentgastponements thereof.

Stockholders who owned shares of our sattke close of business on March 9, 2004 ardehtiv attend and vote at the Meeting. A
certified list of these stockholders will be avhlafor examination, during business hours, by stogkholder for any purpose germane to the
Meeting for ten days prior to the Meeting at thiscefs of Veeco, 100 Sunnyside Boulevard, Suite Bodbury, New York 11797.

By order of the Board of Director

John F. Rein, Jr.
Executive Vice President, Chief Financial Officer
and Secretar

April 5, 2004

WHETHER OR NOT YOU PLAN TO ATTEND, PLEASE COMPLETE, DATE, SIGN AND RETURN THE ENCLOSED
PROXY CARD IN THE STAMPED AND ADDRESSED ENVELOPE EN CLOSED. YOU CAN HELP VEECO AVOID
UNNECESSARY EXPENSE BY PROMPTLY RETURNING THE ENCLO SED PROXY CARD. THE BUSINESS OF THE MEETING
TO BE ACTED UPON BY THE STOCKHOLDERS CANNOT BE TRAN SACTED UNLESS AT LEAST 50% OF THE
OUTSTANDING SHARES OF VEECO'S COMMON STOCK ARE REPRESENTED AT THE MEETING.

VEECO INSTRUMENTS INC.
100 Sunnyside Boulevard, Suite B
Woodbury, NY 11797

PROXY STATEMENT

This Proxy Statement is being furnishethstockholders (the "Stockholders") of Veecorlmsients Inc., a Delaware corporation
("Veeco" or the "Company"), in connection with tAenual Meeting of Stockholders of Veeco to be ral®:30 a.m. (New York City time) on
May 7, 2004, at the Corporate Center, 395 NortlviSeRoad, Lower Auditorium, Melville, New York @'Meeting"). Accompanying th



proxy statement ("Proxy Statement") is a noticewth Meeting and a form of proxy solicited by Véeddoard of Directors. Audited financial
statements of Veeco for the fiscal year ended Dbeerdl, 2003 are contained in Veeco's Annual Repoform 10-K which has been mailed
with this Proxy Statement. These materials aregriniled to Stockholders on or about April 5, 2004.

Proxies in the accompanying form which gn@perly executed and duly returned to Veeco andevaked prior to the voting at the
Meeting will be voted as specified. If no contrapecification is made and if such proxy is not geated as broker non-votes, the shares of
Veeco's common stock, $0.01 par value per shatea(¢S" or "Common Stock"), represented by the eedgroxy will be voted:

Proposal ] FOR the election of the nominees for direc

Proposal - FOR the approval of the amendment to the Veecoumsnts Inc. First Amended a
Restated Employee Stock Purchase Plan, as amendatkt(the "ESP Plan’

Proposal 3 FOR the approval of the amendmedtrestatement of the Veeco Instruments Inc.
2000 Stock Option Plan, as amended to date (th@0'®@an"); anc

Proposal ¢ FOR the ratification of the appointment of ErnsY&ung LLP as auditor:

In addition, the Shares represented betistosed proxy will be voted by the persons narhedkin, in such persons' discretion, with
respect to any other business which may properyecbefore the Meeting or any adjournments or pogtpents thereof.

Any Stockholder who provides a proxy haes plower to revoke it at any time prior to the vgtby filing with the Secretary of Veeco
written notice of revocation, by providing a dulyeeuted proxy bearing a later date or by votingémson at the Meeting.

The Board of Directors has fixed the clotbusiness on March 9, 2004 (the "Record Dates'tha record date for the determination of
Stockholders who are entitled to receive noticaraf to vote at the Meeting. The holders of at 18886 of the issued and outstanding shares of
Common Stock must be present in person, or repieday proxy, to constitute a quorum for the tratisa of business at the Meeting.

Section 1.6 of Veeco's Bylaws provides that corf@aation to be taken by stockholder vote, othanttihe election of directors, shall be
authorized by a majority of the votes cast at atingef the stockholders at which a quorum is pnésBirectors shall be elected by a plurality
of the votes cast at the Meeting (Proposal 1). fimaative vote by the holders of a majority of thetes cast at the Meeting is required for
approval of each of Proposals 2, 3 and 4.

As of the Record Date, there were 29,6 1®&tares of Common Stock outstanding. Each sha@ewimon Stock is entitled to one vote
with respect to each of the matters to be votedgidthe Meeting. In accordance with the laws ef$tate of Delaware, shares represented by
proxies marked as abstentions or designated agtbnok-votes will be counted for purposes of deteimg a quorum.

SECURITY OWNERSHIP

The following table sets forth certain infation regarding the beneficial ownership of Comr&tock as of March 9, 2004 (unless
otherwise specified below) by (i) each person kntwrveeco to own beneficially more than five petoafithe outstanding shares of Common
Stock, (ii) each director of Veeco, (iii) the Chiekecutive Officer and each of the next four maghly compensated executive officers of
Veeco (the "Named Officers") and (iv) all executoficers and directors of Veeco as a group. Untgksrwise indicated, Veeco believes that
each of the persons or entities named in the &tdecises sole voting and investment power ovesliaees of Common Stock that each of t
beneficially owns, subject to community propertywsawhere applicable.

Shares of Common Stock
Beneficially Owned (1)

Percentage of

Options/ Total Shares
Shares Warrants Total Outstanding (1)
5% or Greater Stockholders:
Chorus L.P./Paul E. Colombo ( 3,646,96! 161,42¢ 3,808,39: 12.8%
State Street Research and Management Ci 2,809,701 — 2,809,701 9.5%
Capital Group International, Inc. ( 2,694,85! — 2,694,85! 9.1%
FMR Corp. (5) 2,292,18! — 2,292,18! 7.7%
Pioneer Global Asset Management S.p.A. 2,000,28! — 2,000,28! 6.6%
Directors:
Edward H. Braut 65,01¢ 710,66! 775,68:¢ 2.€%
Richard A. D'Amore 43,70: 61,99¢ 105,70( *
Joel A. Elftmann (7 5,33¢ 58,66¢ 63,99¢ *

Heinz K. Fridrich — 45,00( 45,00( *



Douglas A. Kingsley (8 — 31,86( 31,86( *
Paul R. Low — 55,33: 55,33: *
Roger McDanie — 31,00( 31,00( *
Irwin H. Pfister — 45,00( 45,00( *
Walter J. Scher 78C 25,33 26,11 *
Named Executive Officers:
Edward H. Braur 65,01¢ 710,66! 775,68: 2.6%
Don R. Kania, Ph.C 43¢ 165,00! 165,44 *
John K. Bulmar 1,53¢ 61,00( 62,53¢
John P. Kiernai — 57,33: 57,33: *
John F. Rein, J 4,68¢ 212,83: 217,52( *
Robert J. Valentine (¢ 663 66,85: 67,24 *
All Directors and Executive Officers as a Group (16
persons 142,41 1,679,37. 1,821,78i 5.8%

@

Less than 1%.
A person is deemed to be the beneficial owner afisies owned or which can be acquired by suckgrewithin 60 days of th

measurement date upon the exercise of warrantsrastdck options. Each person's percentage owmeiskietermined by assuming
that warrants and stock options beneficially owhgaduch person (but not those owned by any otheopg have been exercised.
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@)

@)

4)

®)

(6)

@)
®)
©)

Chorus L.P. is a limited partnership controlledNtyy Paul Colombo, founder and a former stockholafekpplied Epi, Inc. The address
of this holder is 4900 Constellation Drive, St. P&MIN 55127.

Share ownership information is based on informationtained in a Schedule 13G filed with the Semsiand Exchange Commissi
on February 17, 2004. The address of this holdStdte Street Research and Management CompanyFi@arecial Center, 31 Floor,
Boston, MA 02111.

Share ownership information is based on informatiomtained in a Schedule 13G filed with the Semsiaind Exchange Commissi
on February 13, 2004. The address of this hold€ajsital Group International, Inc., 11100 Santa MarBoulevard, Los Angeles, CA
90025.

Share ownership information is based on informatiomtained in a Schedule 13G filed with the Semsiaind Exchange Commissi
on February 17, 2004. The address of this holdEMR Corp., 82 Devonshire Street, Boston, MA 02109.

Share ownership information is based on informationtained in a Schedule 13G filed with the Semgiand Exchange Commission
on February 9, 2004. The address of this holdBidaeer Global Asset Management S.p.A., GallerimaGarlo 6, 20122 Milan, Italy.

Includes 2,000 shares of Common Stock held by tfim&n Family Limited Partnership, of which Mr.fishann is the general partni
Includes 21,860 options held in the name of Advetarnational Corporation, for which Mr. Kingslegrses as Senior Vice President.

Mr. Valentine was an executive officer of Veecoidgr2003 but was not serving as an executive affitehe end of such year.

PROPOSAL 1
ELECTION OF DIRECTORS

Veeco's Certificate of Incorporation preegdor a Board of Directors elected by Stockholdédrih is divided into three classes of

Directors serving staggered terms. Currently, tbarB of Directors is comprised of nine memberssigiimg of three Class | Directors, three
Class Il Directors and three Class Ill Directorack of the three Class | Directors is up for restida this year.

Based on the recommendation of the Nommgadnd Governance Committee, the Board of Diredtassnominated the following

Directors for re-election, each of whom is currgmtiClass | Director:

Nominated for Re- For a Term Expiring at the Annual
Name Election to: Meeting of Stockholders in:




Heinz K. Fridrich Class | 2007
Roger D. McDanie Class | 2007
Irwin H. Pfister Class | 2007

The following Directors will continue ingir current positions for the term specified:

Term Expires at the Annual

Name Continuing in: Meeting of Stockholders in:
Joel A. Elftmanr Class Il 2005
Paul R. Low Class Il 2005
Walter J. Scher Class Il 2005
Edward H. Braur Class lll 2006
Richard A. D'Amore Class Il 2006
Douglas A. Kingsley Class lll 2006

Management does not contemplate that atiyeohominees for Director will be unable to seiwat, if such a situation should arise, it is
the intention of the persons named in the acconipgrproxy to vote for the election of such othersom® or persons as the remaining members
of the Board of Directors may recommend.

Directors are elected by a plurality of times cast at the Meeting. Unless authority t@vespecifically withheld by appropriate
designation on the face of the proxy or a brokeraninee has indicated on the face of the proxhadk of discretionary authority to vote, the
persons named in the accompanying proxy intenate the shares represented thereby for the pevdopse names are set forth above as
Directors of Veeco. Accordingly, only proxies madké-OR" the nominees or unmarked (other than brakervotes) will be counted as
"votes" in determining the election of Directors.

The Board of Directors recommends a vote FOR appral of the Director nominees named above.

The Directors of Veeco, and their ages @mmittee memberships as of March 9, 2004, are:

Name Age Board Committees Director Since

Edward H. Braut 64 None 199(

Richard A. D'Amore 5 Compensatiol 199(C

Joel A. Elftmanr 64 Audit 199/

Heinz K. Fridrich 71  Audit 199¢

Douglas A. Kingsley 41 Audit, Nominating and Governance 200c
(Chairman)

Paul R. Low 71 Compensation, Nominating a 199/
Governanc¢

Roger D. McDanie 65 Compensation (Chairman), Nominating 199¢
Governance

Irwin H. Pfister 58 Audit (Chairman; 199¢

Walter J. Scher 7S None 199(

Edward H. Braurhas been Chairman and Chief Executive Officer afdgesince January 1990, was President of Veeco from
October 2000 to March 2003 and from January 199@ap 2000. Prior to 1990, Mr. Braun served as Ekgewice President and Chief
Operating Officer of Veeco's predecessor. Mr. Brigimed the predecessor in 1966 and held numerosisigns with the predecessor, incluc
Director of Marketing, General Manager and Chiee@ing Officer. Mr. Braun is a Director EmeritusSemiconductor Equipment and
Materials International, a trade association fgpdiers to the semiconductor industry ("SEMI"),vafich he was Chairman of the Board in
1993, a member of the Executive Advisory Counciihef International Disk Drive Equipment and Matksridssociation (IDEMA), and a
director of Cymer, Inc., a supplier of excimer lalight sources, as used in deep ultra-violet plitbtmgraphy systems. In 2004, Mr. Braun won
the SEMI Bob Graham Award for Marketing.

Richard A. D'Amorédias been a General Partner of North Bridge VerRaréners since 1994. In addition to Veeco, Mr. Dofenis a
director of Solectron Corporatio



Joel A. Elftmanris currently the President and a Director of Cuskah Solutions LLC, a supplier to semiconductoritedqpquipment
manufacturers. Mr. Elftmann was a co-founder of R&rnational Inc. and served as its Chairman@nmiéf Executive Officer from May 1991
through December 1999, and thereafter served &hagman until January 2002. Mr. Elftman was damder of Metron Technology, N.V.
("Metron"), a distributor of semiconductor capitgjuipment, and serves as a Supervisory Directitedfon. He is also a Director Emeritus of
SEMI.

Heinz K. Fridrichis associated with and an Industry Professor Emsedf the University of Florida. He joined the Uaisity of Florida in
1993 after 43 years with IBM, including serving\dse President and General Manager of IBM's largeselopment and manufacturing site
for semiconductors and electronic packaging, anstmaxently as IBM's Vice President responsiblexforldwide manufacturing and quality.
He is also a director of CH Energy Group, Inc. &atkctron Corporation.

Douglas A. Kingsleis a Senior Vice President of Advent InternatioBatporation, a venture capital firm, where he hesrbemployed
since 1990. From 1985 through 1988, Mr. Kingsle wasales engineer for Teradyne, Inc., a manufactdrautomatic test equipment for the
electronics industry. He is also a director of Asfiechnology Inc. and a member of the Board of €=ers of the Boston Symphony Orche

Paul R. Lowhas been President and Chief Executive OfficeRIf Rssociates, a technology consulting firm, sifmending the firm in
1992. Previously, Dr. Low was Vice President-Gehktanager, Technology Products for IBM from 198gotigh 1992 and a member of
IBM's Management Board from 1990 to 1992. Dr. Levaiso a director of Applied Materials, Inc. ande8tron Corporation.

Roger D. McDanie] currently retired, was President and Chief ExgeuDfficer of IPEC, Inc., which manufactured cheaiimechanical
planarization (CMP) equipment for the semiconduatdustry, from 1997 to April 1999. Through Augu$96, Mr. McDaniel was Chief
Executive Officer of MEMC Electronic Materials, In@ producer of silicon wafers. Mr. McDaniel ipast Chairman of SEMI and a directol
Entegris, Inc.

Irwin H. Pfisteris Executive Vice President of Schlumberger Ltdl eras formerly Chief Executive Officer of SchlumperSema, a
leading information technology services provider. Ffister joined Schlumberger in May 1986 and lnglsl several management positions,
including Executive Vice President of Schlumbergest and Transactions. From January 1990 to Judig, Mr. Pfister was President of the
Semiconductor Solutions Group. Mr. Pfister was ferijn Chairman of the Board of SEMI.

Walter J. Scherhas been employed by Veeco as a consultant sinceniieer 1995. From December 1993 through Decemi$, 1@
was Executive Vice President of Veeco. From Jant88p through December 1993, he was the Chief EinbOfficer of Veeco. Mr. Scherr
joined Veeco's predecessor in 1986 as General Mamddgts UPA Technology Division. Prior theretor Mscherr was the principal and foun
of Visual Sciences, Inc./Panafax (the first pulylithded facsimile company). Prior to that, he feldariety of other financial and operating
management positions with Litton Industries andr§p&yroscope Co.

Board Meetings and Committees

During 2003, Veeco's Board of Directorstheihe meetings. All of the current Directors atted at least 75% of the meetings of the B
of Directors and of Board committees of which tlnegre members during 2003. It is the policy of treaRl to hold executive sessions of the
independent

directors meeting without management at every sggyuiarterly board meeting and as requested bryeatdr. Mr. Pfister, who has been
designated as lead director, presides over thesmiixe sessions. All members of the board areamedcto attend the Annual Meeting of
Stockholders, and non-employee directors choosiragtend the Annual Meeting will receive the saew fhayable for board meetings. In 2003,
Mr. Braun was the only director who attended thedal Meeting of Stockholders. The Board has esthbtl an Audit Committee, a
Compensation Committee and a Nominating and Gomem&ommittee.

Audit Committee. The Audit Committee reviews the scope and tesilthe audit and other services provided by \d&eindependent
auditors. The Audit Committee operates under atehaa copy of which can be found on the Compangissite (www.veeco.co The Audit
Committee currently consists of Messrs. Elftmamigrich, Kingsley and Pfister. The Board has defagd that all members of the Audit
Committee are financially literate and "independgirgctors” as that term is currently defined by ™Nasdaqg Stock Market, Inc. The Board of
Directors has determined that each of Messrs. BHitmKingsley and Pfister may be considered anit@othmittee financial expert" as
defined by applicable SEC rules. During 2003, thelifCommittee met twelve times.

Compensation Committee.The Compensation Committee sets the compendatiels of senior management and administers Veeco
stock option plans and employee stock purchase Pla Compensation Committee operates under aschartopy of which can be found on
the Company's websiterfww.veeco.coj All members of the Compensation Committee ajeNbon-Employee Directors" within the meani
of Rule 16b-3 under the Securities Exchange Adi9#4, as amended (the "Exchange Act"), and (y)sidatdirectors” within the meaning of
Section 162(m)(4)(C) of the Internal Revenue Cod&d86, as amended (the "Code") and any applicaglelations. The Compensation
Committee currently consists of Messrs. D'Amoreyland McDaniel. The Board has determined that aliniers of the Compensation
Committee are "independent directors" as that isrourrently defined by The Nasdaq Stock Market, During 2003, the Compensati



Committee met four times.

Nominating and Governance CommitteeThe Company's Nominating and Governance Coreendtldresses Board organizational issues
and develops and reviews corporate governanceipiéscapplicable to Veeco. In addition, the comedtsearches for persons qualified to <
on the Board of Directors and makes recommendatitise Board of Directors with respect theretoe Nominating and Goverance
Committee operates under a charter, a copy of wéachbe found on the Company's websiteviv.veeco.com The Nominating and
Governance Committee currently consists of Mes&@rgsley, Low and McDaniel. The Board has determitteat all members of the
Nominating and Governance Committee are "indeperdiegctors” as that term is currently defined theTNasdaq Stock Market, Inc. T
Nominating and Governance Committee met once d@0@ and has held two meetings to date in 2

The Nominating and Governance Committeéamihsider nominees recommended by stockholderssmhmit nominations to Chair,
Nominating and Governance Committee, care of tloeeary, Veeco Instruments Inc., 100 Sunnyside 8aard, Suite B, Woodbury, N
11797. In order for an unsolicited recommendat®mhbé considered as a possible nominee for diréetine Company's proxy statement for a
particular year, the recommending stockholder mestt the eligibility requirements for submittingtackholder proposal for inclusion in that
proxy statement, a written recommendation musebeived not later than the 120th calendar day befar date of that proxy statement, and
the written recommendation must contain the follayvi

. The candidate's name, age, address, principal atonpr employment, the number of shares of comstock such candidate
beneficially owns, a brief description of any direc indirect relationships with the Company, ahé information that would be
required in a proxy statement soliciting proxiestfee election of the candidate as a director;
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. A signed consent of the candidate to cooperate nedkonable background checks, requests for infiwmand personal
interviews and to fulfill the responsibilities ofdérector of the Company, if elected;

. A description of all financial and other relatiois) arrangements or understandings between tbenraending stockholder al
the candidate and any other person or personsidiimg their names) pursuant to which the recommiomés being made, as
well as a list of all other companies that the ktatder has recommended the candidate to for eleets a director in that year.

In evaluating candidates, the Nominatind @overnance Committee will consider the criterid gualifications set forth in the
committee's charter which include personal intggaitd honesty, sound business judgment, indepeadbackground and business experie
willingness and capability to actively participéteBoard and Committee activities and potentialficinof interest. In any particular situation
the committee may focus on persons possessingiaybar background, experience or qualificationdaliithe committee believes would be
important to enhance the effectiveness of the BoEnd evaluation process for candidates recommebgatbckholders is the same as for
candidates from any other source.

Communications Between Shareholders and Directors

Shareholders may address communicatioogaémr more members of the Board (other than salemploymentelated communication:
by letter addressed to the Secretary, Veeco Instngsrinc., 100 Sunnyside Boulevard, Suite B, WooglhNY 11797. The Secretary will
forward copies of all letters (other than salesmployment-related communications) to each Boarhb@s to whom they are addressed.

Director Compensation

Directors, other than Mr. Braun, receiveiner of $5,000 per quarter ($6,250 for commaitthairman), a fee of $2,000 for attending
each board meeting held in person, $1,000 for dittgreach board meeting held by conference calldn@00 for attending each committee
meeting. Pursuant to the 2000 Plan, each non-eraplByrector who meets the eligibility criteria furch plan receives an automatic annual
grant of 7,000 options with an exercise price etquahe fair market value of a share of Common Stmtthe date of grant. In 2003, the
Company also made an additional discretionary gmaaetch non-employee director of 3,000 optionspBsal 3 below describes a proposed
amendment to the 2000 Plan to increase the autormatiual grant to non-employee Directors to 10@ftfbns. In 2003, each of
Messrs. D'Amore, Elftmann, Fridrich, Kingsley, LoMicDaniel and Pfister received a grant of 10,000am3 at an exercise price of $16.43.
Mr. Braun, Chairman and Chief Executive OfficeMafeco, receives no compensation for his serviaeRisector.

Veeco is party to an agreement with WalteBcherr, a Director of Veeco, pursuant to whielisremployed as a consultant to Veeco with
respect to acquisitions and new business oppoigsnas well as certain other matters. Mr. Sclemeived $104,200 for his services in such
advisory capacity as well as $27,000 in directeesfwith respect to 2003. On April 1, 2003, Mr. &clalso received options to purchase
10,000 shares of Common Stock at an exercise pfi$#5.48 per share pursuant to the 2000 Plan.

7




MANAGEMENT

The Executive Officers of Veeco, and tlagjes, as of March 9, 2004, are as follows:

Name Age Position

Edward H. Braut 64 Chairman of the Board and Chief Executive Offi

Marlin A. Braun 43  Senior Vice President, Compound Semicondu

John K. Bulmar 57 Executive Vice President, Worldwide Sales and Fpré&peration:
Don R. Kania, Ph.C 49 Presiden

John P. Kiernal 41  Vice President, Finance and Corporate Contr

Anthony L. Martinez 46  Senior Vice President, Metrolog

John F. Rein, J 57 Executive Vice President, Chief Financial OfficedeSecretar

Edward H. Braurhas been a Director, Chairman and Chief Executiffie€ of Veeco since January 1990, was PresidEXeeco from
October 2000 to March 2003 and from January 199ap 2000. Prior to 1990, Mr. Braun served as EXgewice President and Chief
Operating Officer of Veeco's predecessor. Mr. Brimed the predecessor in 1966 and held numerositigns with the predecessor, incluc
Director of Marketing, Director of Operations, a@eéneral Manager. Mr. Braun is a member of the mafGEMI, of which he was Chairman
of the Board in 1993, International Disk Drive Egient and Materials Association (IDEMA), and Cyniac,, a supplier of excimer laser
light sources, as used in deep ultra-violet phtitotiraphy systems.

Marlin A. Braunhas been Senior Vice President, Compound SemictmdoicVeeco since March 2004. Prior thereto, he Wie
President and General Manager of Veeco's molebelam epitaxy (MBE) and metal organic chemical vajaposition (MOCVD) business.
Mr. Braun held senior management positions withdde®t. Paul Inc. (formerly Applied Epi, Inc.) indimg Vice President and General
Manager, and Vice President of Strategic Marketind Business Development before Veeco's purcha&ppiied Epi in 2001. From 1983 to
2000, Mr. Braun worked for Perkin Elmer, Physiclddironics Division and subsequently Physical Etadts, Inc. and held several service,
sales and business development senior managenstiop®. Marlin A. Braun is not related to EdwardBtaun.

John K. Bulmarhas been Executive Vice President, Worldwide SahesForeign Operations since July 2002 and wasoS¥iie
President, North American Sales from September 2000ly 2002. From November 1999 to September 2@0@as Vice President, North
American Sales. From June 1996 to November 1999BMman was self-employed in a family businessnfFrMarch 1995 to June 1996,
Mr. Bulman was Vice President of Sales and Seraid@asonics International. From September 1989acmM1995, Mr. Bulman was Vice
President of Sales and Service at Genrad, IncBMman's other experience includes sales manageawosiiions at Schlumberger ATE
(Division of Schlumberger Ltd.) and Hewlett Pack&ampany.

Don R. Kania, Ph.Dhas been President of Veeco since March 2003. 8dffiat, he was President of Veeco's Metrology Gfoup
June 2000 to March 2003 and Vice President, GeMmahger of the California Metrology Group from M&§99 to June 2000. Prior thereto,
he was Chief Technology Officer of Veeco since dnu998. Starting in 1993, Dr. Kania was a semianager at Lawrence Livermore
Laboratory where he directed the Advanced Micratebbgy Program in the development of advanced ssrieodata storage, extreme
ultraviolet lithography for semiconductor manufaatg and several other leading-edge technologiesnF 991 to 1993, Dr. Kania was
Research Director at Crystallume, a thin film diami@ompany. Dr. Kania's other experience includes years of research experience at the
Department of Energy's Los Alamos and Livermoredratories.

John P. Kiernarhas been Vice President, Finance and Corporatedlentof Veeco since April 2001. Prior thereto,las Vice
President and Corporate Controller of Veeco from

November 1998 to March 2001 and Corporate Contréiben February 1995 to November 1998. Prior taijog Veeco, Mr. Kiernan was ¢
Audit Senior Manager at Ernst & Young LLP from Om¢o 1991 through January 1995 and held varioud ataff positions with Ernst &
Young LLP from June 1984 through September 1991.

Anthony L. Martinehas been Senior Vice President, Metrology of Vesooe March 2004. Prior thereto, he was Generaldganof
Veeco's Tucson operation, formerly Wyko Corporatighich Veeco acquired in 1997. Mr. Martinez had®ith Wyko since 1989 in vario
positions. Prior to Wyko, Mr. Martinez spent 9 yeat IBM's Tucson, Arizona operation where he Imeldtiple positions in Metrology as well
as product test.

John F. Rein, Jr. has been Executive Vice President, Chief Firgh@fficer and Secretary of Veeco since April 26001 was Treasurer
of Veeco from April 2000 to October 2002. Priorréte, he was Vice President-Finance and Chief Eiaa®fficer of Veeco since
December 1993, and became Treasurer and Secrétdegco in October 1994. Prior to joining Veeco,. RRein served for eight years as Vice
Presider-Finance for Axsys Technologies, Inc. From 1979986, Mr. Rein was Treasurer of Industrial GeneradgOration. Prior to that, t



was on the audit staff of Ernst & Young LLP.

COMPENSATION

The following table sets forth a summanaonhual and long-term compensation awarded toedarg, or paid to the Chief Executive
Officer of Veeco, each of the next four most higbympensated executive officers (as defined in Bbl& under the Exchange Act) of Veeco
and one additional officer of Veeco who was an atiee officer during 2003 but who was not servirsgaa executive officer at the end of such
year (the "Named Officers"

Summary Compensation Table

Long Term
Compensation
Annual Compensation Awards
Other Annual Shares Underlying All Other Compensation
Name and Principal Position Year Salary Bonus(1) Compensation(2) Options 3)
Edward H. Braun 200: % 636,53t $ — — 140,00( $ 2,07:
Chairman and Chief Executive 200z 555,00( — — 200,00( 3,92¢
Officer 2001 565,00( 360,00( — 200,00( 5,93¢
John K. Bulman 200: 268,26 57,60( 101,76¢4) 24,00( 1,76(
Executive Vice President, 200z 218,30¢ 60,00( 133,28(5) 18,00( 2,09¢
Worldwide Sales and Foreign 2001 200,00( 60,00( 172,21(6) 24,00( 2,281
Operations
Don R. Kania, Ph.D 200z 364,61! — 166,28(7) 120,00( 857
President 200z 277,50( 187,50( 125,4248) 70,00( 1,63¢
2001 291,92¢ 100,00( 135,62:(9) 50,00( 3,637
John P. Kiernan 200¢: 214,61! — — 20,00( 1,13¢
Vice President, Finance and 200z 192,00( — — 25,00( 1,11¢
Corporate Controlle 2001 191,92¢ 60,00( — 20,00( 3,182
John F. Rein, Jr. 200: 331,38! — — 50,00( 2,821
Executive Vice President, Chief 200z 284,90( — — 70,00( 2,68¢
Financial Officer and Secreta 2001 299,11¢ 120,00 — 50,00( 4,87¢
Robert J. Valentine, Jr. 200¢ 299,99¢ — — 10,00( 2,07¢
Vice President, Operations(10) 200z 279,55¢ — — 70,00( 2,43
2001 262,69: 100,00( 115,80411) 52,77¢ 4,18(

(1) Bonuses listed for a particular year represent besyaid with respect to such year even thougtr alart of such bonuses may have
been paid during the first quarter of the subsetyear.

2) In accordance with the rules of the SecuritiesBxcthange Commission, other compensation in the fifrperquisites and oth:
personal benefits has been omitted in those instawbere such compensation did not exceed the kek$60,000 or 10% of the total
annual salary and bonus for the executive offioestich fiscal year.

3) Reflects payments by Veeco of premiums for groum téfe insurance and lor-term disability insurance and matching contribusiduy
Veeco to Veeco's 401(k) Plan, as applicable.

4) Includes an $8,400 car allowance and commissio§98{368 paid to Mr. Bulman in 20C
(5) Includes an $8,400 car allowance and commissio$d®4,887 paid to Mr. Bulman in 20C

(6) Includes an $8,400 car allowance, a $17,922 holrsilogation allowance and commissions of $145,848 o Mr. Bulman in 2001
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) Includes an $8,400 car allowance, a $54,257 howsdlogiance and an $103,624 relocation allowance fmabDr. Kania in 2003. The
relocation allowance was associated with Dr. Kami@location to the Woodbury, NY area in connectidgth his appointment as
President of the Company.

(8) Includes an $8,400 car allowance, a $93,012 howdlog/ance and a $24,012 relocation allowance fraldr. Kania in 2002.

9) Includes an $8,400 car allowance, a $75,223 howdlogrance and a $51,998 relocation allowance fmafdr. Kania in 2001. The
relocation allowance was associated with Dr. Kanialocation to the Santa Barbara, CA area in odtiorewith his appointment as
President of Veeco's Metrology Group.

(10) Mr. Valentine was an executive officer of Veecoidgr2003 but was not serving as an executive affitehe end of such year.

(1) Includes an $8,400 car allowance and a $107,408ihghielocation allowance paid to Mr. Valentin&2id01.

The following table sets forth certain imfation concerning individual grants of stock opianade during 2003 to the Named Officers.
Also reported are potential realizable values ehesuch stock option at assumed annual rates df grice appreciation for the term of the
option representing the product of (a) the diffeeehetween: (i) the product of the closing pricegiare of Common Stock as reported by the
Nasdaq National Market ("NASDAQ") on the date d tirant ($15.30 on March 3, 2003 and $15.48 onlAp2003) and the sum of one p
the adjusted stock price appreciation rate (5%189d) compounded annually over the term of the opffoyears) and (ii) the exercise price of
the option; and (b) the number of shares of ComB8toick underlying the option grant at December 3032

Option Grants in Last Fiscal Year
Individual Grants

Potential Realizable
Value at Assumed
Annual Rates of Stock
Price Appreciation for

Number of % of Total Option Term($)
Shares Options
Underlying Granted to Exercise
Options Employees in Price Per Expiration
Name Granted(1) Fiscal Year(2) Share($)(3) Date(4) 5% 10%
Edward H. Braur 140,00( 10.4% $ 15.4¢ 3/31/201( $ 874,38t $ 2,045,14
John K. Bulmar 24,00( 1.8% 15.4¢ 3/31/201( 149,89! 350,59
Don R. Kania, Ph.D. 100,00( 7.4% 15.23% 3/02/201( 621,64 1,448,69.
20,00( 1.5% 15.4¢ 3/31/201¢ 124,91: 292,16
John P. Kiernal 20,00( 1.5% 15.4¢ 3/31/201( 124,91¢ 292,16
John F. Rein, J 50,00( 3.7% 15.4¢ 3/31/201( 312,28: 730,41(
Robert J. Valentine, J 10,00( 0.7% 15.4¢ 3/31/201( 62,45¢ 146,08:

Q) Represents options granted pursuant to the 2000nrdale on April 1, 2003 with the exception of angraf 100,000 options to
Dr. Kania, which was made on March 3, 2003. Onedlthf the options become exercisable on each dinstehree anniversaries of the
grant date.

2) Reflects percentage of options granted by the Comnpmits employees in 2003.

3) Represents the closing price per share of Commaek3is reported by NASDAQ on the trading day imratsly preceding the date of
grant.

4) Options may terminate at an earlier date upon tleeiroence of certain events.

The following table sets forth certain imfation concerning the number of shares of ComntookSacquired upon the exercise of options
by the Named Officers during 2003 and the valuéze@ upon such exercises determined by calculdtiagositive spread between the
exercise price of the options exercised and theiredpprice of the Common Stock on the date of éger@lso reported are the number of
options to purchase Common Stock held by the Nabféders as of December 31,
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2003 and values for "in-theoney" options that represent the excess, if aitheoclosing price of the Common Stock on Decen®igr2003 a
reported by NASDAQ ($28.16), over the exercisegno€the outstanding options ($14.50 to $54.875).

Aggregated Option Exercises in Last Fiscal Year an#fiscal Year-End Option Values

Number of Shares Value of Unexercised
Underlying Unexercised In-the-Money Options
Options at Fiscal Year-End at Fiscal Year-End
Shares
Acquired Value
Name on Exercise Realized Exerciseable Unexerciseable Unexerciseable Exerciseable
Edward H. Braur — — 633,99¢ 340,00. $ 937,82¢ $ 2,595,47.
John K. Bulmar — — 53,00( 42,00( 37,92( 376,32(
Don R. Kania, Ph.C — — 125,00¢ 183,33« 177,15¢ 1,818,33!
John P. Kiernai — — 64,00( 43,33¢ 75,16t 355,73!
John F. Rein, Ji — — 196,16¢ 113,33¢ 307,46" 920,93!
Robert J. Valentine, J — — 83,51¢ 74,26( 89,33¢ 296,27:

Equity Compensation Plan Information

The following table gives information abdlié Company's Common Stock that may be issued tgoexercise of options, warrants and
rights under all of the Company's equity compepsaplans as of December 31, 2003.

(©

(a) (b) Number of securities remaining
Number of securities to Weighted average available for future issuance
be issued upon exercise exercise price of under equity compensation plans
of outstanding options, outstanding options, (excluding securities reflected
Plan category warrants and rights warrants and rights in column (a))
Equity compensation plans approved by
security holders (A 5,671,31(B)$ 28.5¢ 587,37¢
Equity compensation plans not approvec
security holders (C 810,16(D) 26.2% 0
Total 6,481,48. $ 28.2¢ 587,37¢

(A)  Represents shares of the Company's Common Staekbigspursuant to the following plans, descriptiohwhich are included below:

Veeco Instruments Inc. 1992 Employees' Stock ORiam, as amended,
Veeco Instruments Inc. 1994 Stock Option Plan fatsidle Directors, as ed,
Veeco Instruments Inc. 2000 Stock Option Plan nasraled,
Commonwealth Scientific Corporation 1984 Stock OptPlan,

CVC Holdings, Inc. (1996) Stock Option Plan,

CVC, Inc. 1997 Stock Option Plan, and

CVC, Inc. 1999 Non-employee Directors' Stock Opfian.

(B) Includes 38,221 stock options assumed in conneetitinthe acquisition of CVC, Inc. on May 10, 200¢hich merger was approved
stockholders.

(C) Represents shares of the Company's Common Stagbigspursuant to the following plans, descriptiofiwhich are included below:

Veeco Instruments Inc. 2000 Stock Option Plan fonféfficer Employees, as amended,
Applied Epi, Inc. 1993 Stock Option Plan,

Applied Epi, Inc. 2000 Stock Plan, and

Applied Epi, Inc. Non-Qualified Stock Options.
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(D) Includes 298,847 stock options assumed in connewtith the acquisition of Applied Epi, Inc. on Septber 17, 2001



Plans Approved by Securityholde

The Veeco Instruments Inc. Amended and&®edt1992 Employees' Stock Option Plan (as amenlded1992 Plan") provides for the
grant to officers and key employees of optionsumpase shares of Common Stock of the Companyk $tations granted pursuant to the 1
Plan become exercisable over a three-year perlmhiog the grant date and expire after ten years.

The Veeco Instruments Inc. 1994 Stock OpBtan for Outside Directors, (as amended, thegars' Option Plan"), provides for
automatic annual grants of stock options to eaciinee of the Board of Directors of the Company whaat an employee of the Company.
Such options are exercisable immediately and exgter ten years. The 1992 Plan and the Direc@psion Plan have been frozen and, as ¢
there are no options available for future grantarrtbese plans.

The Veeco Instruments Inc. 2000 Stock OpRtan (as amended to date, the "2000 Plan") waioeapd by the Board of Directors and
shareholders in May 2000. The 2000 Plan providethia grant to officers and key employees of up,@80,000 options (587,379 options
available for future grants as of December 31, 200®urchase shares of Common Stock of the Comtiogk options granted pursuant to
the 2000 Plan become exercisable over a threepgend following the grant date and expire aftareseyears. In addition, the 2000 Plan
provides for automatic annual grants of stock otito each non-employee Director of the Company.

In connection with the Company's acquisitid CVC, Inc. ("CVC") in May 2000, the Company as®ed certain stock option plans and
agreements related to CVC and Commonwealth Sdie@drporation, a subsidiary of CVC. These planghaeen frozen and, as such, there
are no stock options available for future grantarrtiese plans. Stock options granted under thass generally vest over a three-to-five year
period and expire after five to ten years fromdhge of grant. As of December 31, 2003, there \B8(221 options outstanding under the
various CVC and Commonwealth Scientific Corporafems.

Plans Not Approved by Securityhold

The Veeco Instruments Inc. 2000 Stock OpRtan for Non-Officer Employees (as amended, Men“Officer Plan") was approved by t
Board of Directors in October 2000. The Non-Offi&dan provides for the grant to non-officer empkyef up to 670,000 options to purchase
shares of Common Stock of the Company. Stock optipanted pursuant to the Non-Officer Plan becoxeecésable over a three-year period
following the grant date and expire after severrgedhe Non-Officer Plan has been frozen and, els,gbere are no options available for
future grant under this plan.

In September 2001, the Company assumedigetbck option plans and agreements, in conneetith the acquisition of Applied
Epi, Inc. ("Applied Epi"). These plans have beeszén and, as such, there are no stock optionsahlailor future grant under these plans.
Stock options granted under these plans genenrgliiyeeafter ten years from the date of grant artibop granted under two of the plans vest
over three years and options granted under ontgegflans call for immediate vesting. As of DecenBigr2003, there were 298,847 options
outstanding under the various Applied Epi plans.

Certain Relationships and Related Transactions

The Company has entered into employmergeagents with each of Mr. Braun, Dr. Kania and MgirR These agreements provide for the
payment of severance in the event that (i) the @hez's

13

employment with Veeco is terminated by Veeco for rason other than "for cause" (defined as spgetHerious misconduct), or (ii) the
executive resigns for "good reason" (defined asareyof: an involuntary downgrading of the execelivesponsibilities by Veeco, an
involuntary relocation of the executive's officeatdocation more than 50 miles from its then-curteaation, non-fulfillment by Veeco of
certain contractual commitments to the executives anMr. Braun's case only, a failure to elect Braun as a member of Veeco's Board of
Directors). In such case, the executive will betkat to severance in an amount equal to 36 mouoithsise salary, in the case of Mr. Braun, or
24 months of base salary, in the case of Dr. KanthMr. Rein, as well as a pro-rated bonus forytkea in which the termination occurrs. In
addition, under the agreements, the Company wiltinae to provide certain health care benefits to Bfaun for a period of five years
following termination of his employment and willqguide a payment to Dr. Kania and Mr. Rein equdl.88 times the estimated cost to
continue healthcare coverage under COBRA for 18thwsofollowing such termination. In addition, upamyasuch termination, the vesting of
any options to purchase common stock of Veeco, wiviere granted after the date of the employmerdeagent and which are held by the
executive at the time of such termination, willdieelerated and the executive will have 36 momthihe case of Mr. Braun, or 24 months, in
the case of each of Dr. Kania and Mr. Rein (oeach case, until the end of the original term efdptions, if earlier) to exercise such options.
The severance specified above will also be payalilee event that an executive's employment witeddeis terminated on account of death or
disability. These agreements also include non-coenged non-solicitation provisions applicable te #xecutives during the employment
period and during the period that the executivenititled to any severance payment thereunder. dadition to the payment of the severance
described above, the executive will be requireeidacute a release of claims against the Company.

Veeco has also entered into a letter ageeémith Mr. Kiernan which provides for the paymentl8 months severance in the event
Mr. Kiernan is terminated without "cause” or footgl reason” (each as defined in the letter agrepmaraddition, upon any such terminatis



Mr. Kiernan will have 12 months to exercise stopkians held by him at such time (or until the efidhe original term of the options, if
earlier) and, if such termination occurs withinrh2nths of a "change of control” of the Companydefined in the letter agreement), the
vesting of any options to purchase common stodkezfco, which were granted after the date of thed@igreement and which are held by
Mr. Kiernan at the time of such termination, wiét bccelerated.

Veeco is party to an agreement with Walteéscherr, a Director of Veeco, pursuant to whietishemployed as a consultant to Veeco with
respect to acquisitions and new business oppoiesnas well as certain other matters. Mr. Schemreived $104,200 for his services in such
advisory capacity in 2003.
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSA TION
Compensation Philosophy

The Compensation Committee of the BoarDioéctors (the "Compensation Committee™) is congtisf three outside, non-employee
directors. The Compensation Committee reviews @picves all of Veeco's executive compensation progr The compensation program is
based on the following principles:

a. Executive officers' compensation should be tiedrinual performance goals that maximize stockholdkre.

b. Veeco emphasizes variable incentive compensationder to encourage continuously improving corpoparformance and-
align the interests of executive officers with thad the stockholders.

C. Compensation must be competitive in order to dttraotivate and retain the management talent needadhieve Veeco
business objectives.

In determining competitive levels, the coittee reviews information of comparable companiesifboth independent survey data and
public company filings.

Components of Compensation
Veeco's executive compensation programistensf three principal elements:

a. Base Sala—Base salaries have been set within salary rangessilmn compensation reports for comparable sizéyge
companies. Individual salary increases are basethafficer's contribution to Veeco and the relasioip of current pay to the
current value of the job.

b. Annual Incentive Awarc—Annual incentive awards are based on the performageinst objectives in the calendar year an
ordinarily payable in the first quarter of the seeding year. Such objectives include operatingoperdnce relative to plan as
well as the achievement of other objectives. Ingerdawards for executive officers are a percentddese salary. The
percentage at target is 100% of base salary fochied executive officer and up to 70% of baserydiar the other executive
officers for achievement of business objectivepelfformance targets are exceeded, the incentiaedapaid will exceed the
targets described above by up to an additional 36%003, the incentive awards were based on dpgratcome criteria,
revenue, cash flow and the achievement of indidichenagement objectives. For 2003, no annual inegeatvard was paid to
the Chief Executive Officer, President or Chiefdinial Officer.

C. Stock Option Grants—Stock option grants are awatdedotivate and retain employees and to enharmekBolder value. The
committee believes that stock options encouragdarees to relate their long-term economic interésthose of other
Stockholders. Stock options are granted at an seeprice equal to fair market value on the datgraft and vest over three
years. The options have a term of seven years thherdate of grant.

Chief Executive Officer's Compensation

The compensation of Veeco's Chief Execuliiicer, Edward H. Braun, is determined by the @emsation Committee in accordance
with the policies described above relating to afl@itive officers' compensation. In particular, @@mpensation Committee established
Mr. Braun's base salary after an evaluation opkisonal performance and the committee's objettiiave his base salary be comparable to
salaries being paid to similarly situated chiefar@e officers.
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Policy on Deductibility of Compensation

Section 162(m) of the Code limits Veecassdeduction to $1,000,000 per year for compensgt#d to each of the Named Officers,
unless certain requirements are met. The Compensabommittee's present intention is to structumcaive compensation so that it will be
predominantly deductible, while maintaining flexityi to take actions which it deems to be in thethieterest of Veeco and the Stockholders
but which may result in Veeco paying certain itashsompensation that may not be fully deductible.

Submitted by the Compensation Committee:
Richard A. D'Amore
Paul R. Low
Roger D. McDaniel (Chairman)

March 29, 2004
Compensation Committee Interlocks and Insider Partipation

Veeco's Compensation Committee is comprigedessrs. D'Amore, Low and McDaniel. During 2008ne of Veeco's executive officers
served on the board of directors of any entity vehdisectors or officers serve on Veeco's Compemsa&iommittee. No current or past
executive officers of Veeco serve on our Compeosafiommittee.
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AUDIT COMMITTEE REPORT

The Audit Committee oversees the Compdimescial reporting process on behalf of the Boafr®irectors. Management has the prim
responsibility for the financial statements andrygorting process including the systems of intecoatrols. In fulfilling its oversight
responsibilities, the Audit Committee reviewed thelited financial statements included in the AnRegbort on Form 10-K with management,
including a discussion of the quality, not just #ueeptability, of the accounting principles, teagonableness of significant judgments, and the
clarity of disclosures in the financial statements.

The Committee reviewed with the independertitors, who are responsible for expressing amiapon the conformity of those audited
financial statements with generally accepted actiogmprinciples, their judgments as to the qualitgt just the acceptability, of the Company's
accounting principles and such other matters asegpgired to be discussed with the Audit Committeder generally accepted auditing
standards. In addition, the Audit Committee hasulised with the independent auditors the auditedependence from management and the
Company including the matters in the written disal@s required by the Independence Standards Bodrthe matters required to be discu:
by SAS 61 and considered the compatibility of natiteservices with the auditors' independence.

The Audit Committee discussed with the Camys internal and independent auditors the ovecalbe and plans for their respective
audits. The Audit Committee meets with the intearad independent auditors, with and without managegrmresent, to discuss the results of
their examinations, their evaluations of the Conyfmimternal controls, and the overall quality lo¢ {Company's financial reporting. The
Committee held twelve meetings during 2003.

In reliance on the reviews and discussiefsrred to above, the Audit Committee recommeridéde Board of Directors (and the Board
approved) that the audited financial statementsdladed in the Annual Report on Form 10-K for flear ended December 31, 2003 for filing
with the Securities and Exchange Commission. TheitACommittee and the Board have also recommersldiject to shareholder approval,
the selection of the Company's independent auditors

Joel A. Elftmann
Heinz K. Fridrich
Douglas A. Kingsley
Irwin H. Pfister (Chairman)

March 8, 2004
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PERFORMANCE GRAPH

Cumulative Total Return Of
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ASSUMES $100 INVESTED ON DEC. 31, 1998
ASSUMES DIVIDENDS REINVESTED
FISCAL YEAR ENDING DEC. 31

Philadelphia
Semiconductor S&P
As of Index Peer Group Smallcap
December 31, Veeco (SOXX) Index 600 Index
1998 100.0( 100.0( 100.0( 100.0(
1999 88.1: 201.1: 225.1¢ 112.4(
2000 75.5% 164.7¢ 181.4( 125.67
2001 67.8¢ 149.3¢ 231.6¢ 133.8¢
2002 21.7¢ 82.8¢ 122.2¢ 114.3(
2003 53.01 145.8¢ 220.9¢ 158.6:

Information is presented assuming $100stee on December 31, 1998 and the reinvestmerivioedds, if any. The Peer Group Index
consists of the following companies: ADE CorporatidSM International N.V., Axcelis Technologies, IREompany, FSI International Inc.,
Mattson Technology Inc., Rudolph Technologies, $eohinc., Therma-Wave Inc., Trikon Technologies.|rWarian Semiconductor and Zygo
Corp.
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PROPOSAL 2
AMENDMENT OF VEECO INSTRUMENTS INC.
FIRST AMENDED AND RESTATED EMPLOYEE STOCK PURCHASE PLAN

The Veeco Instruments Inc. First Amended Bestated Employee Stock Purchase Plan (the "ESP) Rvas established to promote
employee ownership of Veeco stock. To date, 7509b@0es of Veeco common stock have been authdrizétbeco's stockholders a



reserved for issuance to Veeco employees undé&$fePlan. Veeco's Board has approved certain anetdio the ESP Plan, subject to the
approval of Veeco's stockholders.

Veeco's Board deems it to be in the bedésasts of the Company to amend the ESP Planafiemdment will increase the number of
shares issuable under the existing plan by 1,280s08@res to a total number of 2,000,000 shareset® common stock. The plan currently
provides for the issuance of an aggregate of 780sb@res, of which 356,533 shares remain avaifablissuance. Veeco's Board believes that
increasing the number of shares that may be puedhasder the ESP Plan is necessary to permit paditipation by employees in the ESP
Plan. Having too few shares eligible for issuancéen the ESP Plan would reduce the number of paeshthat could be made under the plan
and would therefore reduce the extent to which eygss could participate in the ESP Plan. The ofppiice of Veeco's common stock on
March 30, 2004 was $28.25 per share.

Description of Employee Stock Purchase Plan

The following is a summary of the ESP Rdarin effect on the date hereof as well as the dment currently proposed. This summary of
the existing ESP Plan is qualified in its entirbyyreference to the complete text of the plan andraendment thereto as previously filed by
Veeco as an exhibit to its Annual Report on ForrK1idr the year ended December 31, 2000 and arbéxbiits Quarterly Report on
Form 10-Q for the quarter ended June 30, 2003.py of the proposed amendment is attached as Exhitaitthis proxy statement.

Purpose and Eligibility. The ESP Plan is intended to provide an incerttiveligible employees of Veeco and any diredhdirect
subsidiary of Veeco to have a greater interestérdd's growth by providing them with the opportynit purchase Veeco common stock at
favorable prices by means of payroll deductionshEzamployee of Veeco or a subsidiary of Veeco whostomary employment is expectec
be more than 20 hours per week and more than fowgthms per year, other than an employee who ownsfigglly (or holds options to
purchase) five percent or more of Veeco's totallmiasd voting power or value of all classes of staell be eligible to participate in the ESP
Plan. The approximate number of persons eligibleaticipate is 1,070.

Administration. The ESP Plan shall be administered by the Casgi®mn Committee of the Veeco Board of Directdise
Compensation Committee shall consist of at leasethirectors appointed by the Veeco Board. All iners of the Compensation Committee
shall be "disinterested persons” within the meawihgule 16b-3 of the Exchange Act and "outsidectiors” within the meaning of Section 162
(m) of the Code and shall not be eligible to p@ptite in the ESP Plan. Subject to the express giing of the plan, the Compensation
Committee shall have authority to interpret thenteand provisions of the ESP Plan, to adopt, ammeddepeal such rules, regulations,
agreements and instruments for implementing andrast@ring the plan as it deems necessary or aolesmnd to make all other determinati
and take all other actions necessary or advisablthé implementation and administration of the Es#h. The Compensation Committee may
also delegate its administrative duties to suclkroplersons as it deems appropriate in administéhiaglan. All decisions made by the
Compensation Committee shall be binding and conausn all persons who have an interest under Bie Elan.
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Deferral of Compensation. Each person electing to participate in the P& must file a payroll deduction authorizatiothathe
administrator of the plan named by the committedii®or her delegate, which indicates the amaombiet deducted from the participant's
paychecks. This deduction must be between 1% a¥dfQhe participant's base pay or such other p¢age as may be established by the
administrator of the ESP Plan.

Offering and Purchase of Stock Offering periods to purchase Veeco common stadkbegin on January 1 and end on December 31 of
each calendar year. In the case of an employeasvdi@ible to participate in the ESP Plan aftevBimber 30 and before the following June 1,
the initial offering period for such participantlilbe the six-month period beginning on the follagyiJuly 1 and ending December 31.

During an offering period, the purchase@nf the Veeco common stock shall be the lesser of
. 85% of the fair market value on the first busingag of the offering period; ar
. 85% of the fair market value on the last businessaf the offering perioc

Unless a participant elects to withdravopto the close of an offering period, a particifgmelection to purchase stock shall be deemed to
be exercised automatically on the last day of fferiag period.

The number of shares of Veeco common gpockhased by a participant upon exercise shalfbaleo (i) the amount credited to a
participant's account as of the close of the aiffgperiod divided by (ii) the purchase price parstof Veeco common stock. No participant
shall be permitted to purchase stock with an aggestair market value in excess of $25,000 for gingn offering period.

Reduction and Discontinuation of Payroll DeductionsA participant may elect to reduce his or hgelef payroll deductions during an
offering period at any time prior to November 30participant may make only one such election duangffering period, absent specific
approval by the administrator of the plan. A paptnit may elect to discontinue his or her payreliiuctions during an offering period at ¢



time prior to November 30. A participant who eletttgliscontinue payroll deductions for an offerpgriod may not again resume payroll
deductions for that offering period.

Withdrawal. A participant may withdraw from an offeringaaty time prior to November 30. A participant whdhwiraws from an
offering may not again participate in that offerifgit a participant's withdrawal will not have affect upon such participant's eligibility to
participate in any succeeding offering. Upon witheal from the ESP Plan, the balance in the pattitip stock purchase account will be
returned to the participant.

In the event that a participant's employnmigterminated for any reason other than deattr poi the close of an offering, the participant
will be considered to have withdrawn from the dfigr In the event that a participant's employmerieiminated because of such participant's
death prior to the close of an offering, such piptint's beneficiary shall have the right to etect

. Withdraw from the offering and receive paymentted amount credited to such participant's accoudénthe plan; o
. Continue to participate in the offering and purehakares with the amount credited to such partitipaccount as of the date
the death.

Adjustment. If the number of shares of Veeco common stagktanding is increased or decreased or changediréxchanged for a
different number or kind of shares or other semgiof Veeco or of another corporation by reasoreofganization, merger, consolidation,
recapitalization, reclassification, stock splityeese stock split, combination of shares, or din@tlpayable in shares of Veeco common stock,
the number of shares for which offerings may be enantler the ESP Plan shall be increased or decrpaspgortionately, as the case may be,
and the committee shall make the
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appropriate adjustment in the number and kind aite pf shares subject to offerings then outstamdind unexercised.

Amendment and Termination.Veeco's Board of Directors or the Compensaflommittee may amend, modify or terminate the ESP
Plan;provided, howevethat the Veeco Board of Directors or the Compensafiommittee may not, without stockholder approval:

. Increase the total amount of Veeco common stodkntizg be offered under the ESP Plan;
. Withdraw the administration of the ESP Plan from @ompensation Committee; or
. Permit any person, while a member of the Compems&bmmittee, to be eligible to participate in B8P Plan

Federal Income Tax Consequenced.he following discussion is a brief summanttog principal United States federal income tax
consequences under current federal income taxralatng to awards under the ESP Plan. This sumisargt intended to be complete and,
among other things, does not describe state, todalreign income tax, federal employment tax dreottax consequencedarticipants in the
ESP Plan are urged to consult their own tax advis@rwith respect to the consequences of their partgation in the ESP Plan.

The ESP Plan is intended to qualify aseanployee stock purchase plan" within the meanin§eaftion 423(b) of the Code. The plan is
not subject to the provisions of the Employee Reatient Income Security Act of 1974, as amendedjsandt qualified under Section 401(a) of
the Code. No income will be taxable to a partictpantil the shares purchased under the plan aceasadtherwise disposed. If the shares are
sold or otherwise disposed of more than two yaars the applicable offering date and more thanyes from the date of transfer of the
shares to the participant, then the participaneggly will recognize ordinary income measuredhaslesser of:

. The excess of the fair market value of the shar#seaime of this sale or disposition over theghase price; ¢

. An amount equal to 15% of the fair market valu¢hef shares as of the date of grant; any additigaial or loss should be treal
as long-term capital gain or loss.

If the shares are sold or otherwise dispa$éoefore the expiration of this holding peritite participant will recognize ordinary income
generally measured as the excess of the fair magta¢ of the shares on the date the shares acbgned over the purchase price; any
additional gain or loss on a sale or dispositiol lvé long-term or short-term capital gain or lodgpending on the holding period. There are
special rules for recognizing income that applyhia case of death. Veeco is not entitled to a déemtufor amounts taxed as ordinary income or
capital gain to a participant except to the extedtnary income is recognized by participants upaale or disposition of shares prior to the
expiration of the holding periods described abdwell other cases, no deduction is allowed to \deec

Plan Benefits. Because the number of shares of Veeco comnock & be granted in the future under the ESP Blaontingent upon
the number of employees who elect to participatiénplan, it is not possible to determine the fiesxer the amounts received under the



by Veeco's officers and employees.

A majority of the votes cast on Proposat the Meeting (including votes cast by proxy) muge "FOR" the proposed amendment to the
ESP Plan in order for the proposal to be approved.

The Board of Directors recommends a vote FOR appral of the proposed amendment to the ESP Plan.
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Stock Issuances

The table below shows, as to each execoffieer named in the Summary Compensation Tabtethe various indicated groups, the
following information with respect to ESP Plan tsantions effected with respect to the year endexDéer 31, 2003: (i) the number of shares
of common stock purchased under the ESP Plan eggbect to that period and (ii) the purchase praid per share of common stock in
connection with the purchases.

Number of Purchase
Name and Positior Shares Price

Edward H. Braur
Chairman and Chief Executive Offic — —

John K. Bulman
Executive Vice President, Worldwide Sales and Fpr
Operations — —

Don R. Kania, Ph.D.
Presiden — —

John P. Kiernan
Vice President, Finance and Corporate Contr 2,11C % 10.06¢

John F. Rein, Jr.
Executive Vice President, Chief Financial Officada
Secretary 1,31¢ 10.06¢

Robert J. Valentine, Jr.
Vice President, Operatiol — —

Executive Officer Group (8 persor 7,44 10.06¢
Non-Employee Director Group (7 persot — —

Non-Executive Officer Employee Group 133,92¢ 10.06¢
2,24( 14.40:

22

PROPOSAL 3
AMENDMENT AND RESTATEMENT OF VEECO INSTRUMENTS INC.
2000 STOCK OPTION PLAN

The Board of Directors approved amendmgntie 2000 Plan on March 30, 2004, subject tokstoldler approval, which would:
(a) increase the total number of Shares availaleséuance under the 2000 Plan by 2,000,000 sh#@jesllow the grant of up to 200,000
shares of restricted stock to eligible participaftyincrease the amount of the automatic annizadtgf stock options to non-employee
directors, and (d) change the name of the 2000 Bléme "Veeco Instruments Inc. 2000 Stock IncentNan." As of March 9, 2004, options to
purchase an aggregate of 6,066,730 Shares (witighted average exercise price per share and teexpiration of $27.52 and 4.9 years,
respectively) were outstanding under the Compastgtsk option plans or option plans of CVC, Inc. #&pplied Epi, Inc. which were assumed
by the Company in connection with acquisitionstafge entities. As of March 9, 2004, 719,338 opti@msained available for future grant
under the Company's stock option plans. The BoaRirectors believes that an increase in the nunalbshares available for grant is neces
in order to provide Veeco with an effective inceatto attract and retain key employe



The Company currently intends to contintiézing stock options as the principal form of againder its stock incentive plans. However,
the Board of Directors believes that the Compargdsdo preserve the flexibility to grant other tyjpé equity compensation awards in order to
retain and to compete successfully for talentedleyaes, in light of potential accounting, legal aiber changes. For this reason, the Board
determined to amend the 2000 Plan to permit u@@0 of the shares authorized under the 2000tBlba granted in the form of restricted
stock, subject to the approval of stockholderhatAnnual Meeting.

The Board of Directors has also determitadl it would be in the best interests of Veecarnttend the 2000 Plan in order to increase the
amount of the automatic annual grant to non-emp@adieectors from 7,000 to 10,000 stock options. @heual stock option grant to non-
employee directors has been 7,000 stock optiorg 4if97. In 2003, the Company compared its diremorpensation to that of other
companies in its industry and made certain adjustsi® its director compensation. At that timey#s determined that the annual grant of
stock options to non-employee directors shouldhibesiased to 10,000 stock options and, accorditigdyBoard made a discretionary grant of
3,000 stock options to non-employee directors. Chmpany would now like to amend the 2000 Plan fiecethe increased automatic annual
option grant to non-employee directors.

In light of the changes to the types of algao be authorized under the 2000 Plan, it is pisposed that the name of the 2000 Plan be
changed to the "Veeco Instruments Inc. 2000 Stockritive Plan."

Veeco Instruments Inc. Amended and Restated 2000d&8k Option Plan

The following is a summary of the 2000 Pdasmproposed to be amended and restated. The 2090aB proposed to be amended and
restated, is referred to as the "2000 Incentiva.PlEhe full text of the 2000 Incentive Plan isaatied a&xhibit Bto this Proxy Statement. Tt
summary does not purport to be complete and idfaghin its entirety by reference to the 2000 Intiee Plan.

Purpose. The purpose of the 2000 Incentive Plan is tivisle a means through which the Company and itaééls may attract capable
persons to enter and remain in the employ of thea@@my and affiliates and to provide a means wheeghpgloyees, directors and consultants
of the Company and its affiliates can acquire aaghtain Common Stock ownership, thereby strengtigetiieir commitment to the welfare of
the Company and affiliates and promoting an idgmttinterest between stockholders and these erepkyThe number of persons expected to
participate is approximately 450.
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Administration. The 2000 Incentive Plan will be administerediiy Compensation Committee. It is intended, bttreguired, that the
directors appointed to serve on the Compensationmiitiee shall be "Non-Employee Directors" (withiretmeaning of Rule 16b-3 under the
Exchange Act) and "Outside Directors” within theamiag of Section 162(m) of the Code, to the exRule 16b-3 and 162(m) are applicable;
however, the fact that a Compensation Committee lmeershall fail to qualify under the foregoing reguments shall not invalidate any award
which is otherwise validly made under the 2000 hiive Plan. The members of the Compensation Coreenittay be changed at any time and
from time to time in the discretion of the Boardlifectors of the Company. Subject to the term#hef2000 Incentive Plan, and except with
respect to automatic grants to Non-Employee Dirsctas discussed below, the Compensation Comnsiti@éhave authority to grant awards,
to determine the number of Shares for which eadrédwhall be granted and the price and conditiengining to the exercise, vesting of, or
restrictions applicable to each award. The Comp@ars&ommittee shall have full power to construd arterpret the 2000 Incentive Plan and
any agreement executed pursuant to the 2000 Iweetan, to establish and amend rules for its agtn@tion and to establish in its discretion
terms and conditions applicable to the exercisanards. The determination of the Compensation Cdtaenon all matters relating to the 2000
Incentive Plan or any agreement executed pursoahet2000 Incentive Plan shall be conclusive.

Eligibility.  Any officer, employee, director or consultahtiee Company or any of its subsidiaries or affédmshall be eligible to be
designated a participant under the 2000 Incentige.A he Compensation Committee has the sole amghlete authority to determine the
participants to whom awards shall be granted utideR000 Incentive Plan.

Number of Shares Authorized maximum of 5,030,000 Shares have previousiyntmeghorized for granting awards under the 2000.1
The proposed amendment would increase this amouh080,000 Shares, of which up to 200,000 Shareki de granted in the form of
restricted stock. In no event may the aggregatebeunrof Shares with respect to which options aratgchunder the 2000 Incentive Plan to any
individual exceed 300,000 in any one calendar yl@eano event may the aggregate number of Shardsrespect to which restricted stock is
granted under the 2000 Incentive Plan to any idldizi exceed 50,000 in any one calendar year. Agitbesl more fully in the 2000 Incentive
Plan, if an award expires or terminates for angoealuring the term of the 2000 Incentive Plan ot to the exercise in full of such option
or termination in full of restrictions with respdotrestricted stock, the number of Shares prelaishject to but not delivered under such
option or restricted stock award shall be availablbe awarded thereafter.

In addition, if the Compensation Committktermines that certain corporate transactionsyemts (as described in the 2000 Incentive
Plan), such as a stock split, affect the Sharels that an adjustment is determined by the Compems@ommittee in its discretion to be
consistent with such event and necessary or edgitalcarry out the purposes of the 2000 Incerfilaa, the 2000 Incentive Plan provides the
Compensation Committee the discretion to appraglsiatdjust (a) the maximum number of Shares andlésses or series of such Common
Stock which may be delivered pursuant to the 20@@ntive Plan, (b) the number of Shares and tresetaor series of Common Stock subject
to outstanding awards, (c) the price per shardl @@mmon Stock subject to outstanding awards, (@hény other provisions of the 20



Incentive Plan; provided, however, that (i) anyuatinents made in accordance with clauses (b) grehétl make any such outstanding award,
as nearly as practicable, equivalent to such awamkediately prior to such change and (ii) no sudjustment shall give any participant any
additional benefits under any outstanding award.

Terms and Conditions of AwardsUnder the 2000 Incentive Plan, the Compensa&iommittee may grant awards of nonqualified stock
options ("NSOs"), incentive stock options ("ISOst)restricted stock ("Restricted Stock"). In aduhiti automatic grants of NSOs shall be made
to Non-Employee Directors, as discussed below.
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An option granted under the 2000 IncenENen provides a participant with the right to pasd, within a specified period of time, a st¢
number of Shares at the price specified in theooptRestricted Stock awards are shares that vestlan a schedule or other criteria
established by the Compensation Committee. Awaraistgd under the 2000 Incentive Plan will be sultjgsuch terms, including exercise
price and the conditions and timing of exercisé,inconsistent with the 2000 Incentive Plan, as mayletermined by the Compensation
Committee and specified in the applicable awareéament. The maximum term of an option granted utiteP000 Incentive Plan shall be
seven years from the date of grant (five yearbéncase of an ISO granted to a participant who onme than ten percent of the voting power
of the Company).

The price per share of Common Stock paithbyparticipant with respect to any NSO or ISOlsiat be less than 100 percent of the fair
market value (as defined in the 2000 Incentive Pédimne Share on the date the option is grant&@ flercent in the case of a "more than ten
percent shareholder"). Payment in respect of tleecése of an option may be made in cash or by ¢chedept that the Compensation
Committee may, in its discretion, allow such paytrterbe made by surrender of unrestricted Shatdbda fair market value on the date of
exercise) which have been held by the optioneatfteast six months or have been purchased orpire market, or by a combination of the
foregoing. In addition, if and to the extent preeadfdfor in the option agreement, payment may be ddesatisfied through delivery of
irrevocable instructions to a broker to sell thei®is otherwise deliverable upon the exercise otihek option and to deliver promptly to the
Company an amount equal to the aggregate exendtse p

Automatic Grants to Non-Employee DirectordJpon initial election to office and thereaftamually on the date of the Company's an
meeting of stockholders (provided that such datg isast 6 months following initial election tdfio€), each Director who is not then an
employee of the Company shall receive NSOs to @eell0,000 Shares (Options granted to directosupat to this paragraph may be
referred to as "Director Options"). Subject to gnevisions of the Plan, each such Director Optioallshave a term of seven years, shall be
vested and exercisable as of the date of granslaaltihave an exercise price equal to 100% ofdirariarket value of one Share on the date of
grant.

Restricted Stock. Awards of shares of Restricted Stock will bedman such terms as determined by the Compengatioimittee and
shall include provisions regarding the forfeitufesoch Shares in the event employment by the peatit, or service as a director, terminates
prior to the termination of the restrictions apphte to such Shares. The terms of such awardgevitontained in a Restricted Stock Agreer
entered into between the Company and the partitgrah may include, among other provisions, thetslaf the Company to purchase such
Shares under certain circumstances and that suateStvill be held in escrow by the Company un#l trmination of the applicable
restrictions. The holder of Shares of RestrictextiSwill generally be entitled to voting and othigrhts of ownership prior to the termination of
restrictions.

Transferability

Subject to the following paragraph, eactioop and each right under any option may be eged;iduring the participant's lifetime, only
the participant or, if permissible under applicalle, by the participant's guardian or legal repreative, and may not be assigned, alienated,
pledged, attached, sold or otherwise transferrexhoumbered by a participant other than by wilbpthe laws of descent and distribution
provided that the designation of a beneficiary wilt constitute an assignment, alienation, pledgechment, sale, transfer or encumbrance for
purposes of the 2000 Incentive Plan.

Notwithstanding the foregoing, the CompgiesaCommittee may provide that options grantedeuritle 2000 Incentive Plan may be
transferred by the participant to whom such opti@s granted
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without consideration to certain Permitted Transésr(as defined in the 2000 Incentive Plan), putsiaethe terms of the 2000 Incentive Plan
and subject to such rules as the Compensation Civeermhay adopt to preserve the purposes of the R@@dtive Plan.

Change of Control. Upon a Change of Control of the Company (as;ddfin the 2000 Incentive Plan), all options shaltome
immediately exercisable and all restrictions aygilie to Restricted Stock shall termineprovided, howeve, that no such vesting shall occu



provision has been made in writing in connectiothvguch transaction for (a) the continuation of2080 Incentive Plan and/or assumption of
such awards by a successor corporation (or a paresutbsidiary thereof) or (b) the substitution$ach awards of new awards covering the
stock of a successor corporation (or a parentlosidiary thereof), with appropriate adjustmentsoathe number and kinds of shares and
exercise prices. In addition, in the event of ari@feaof Control, the Compensation Committee maitsidiscretion and upon at least ten days
prior notice to the participants, cancel all outsliag awards and pay the holders thereof the vafiseich options in a form and an amount
equal to what they would have received or beeriledtio receive had they exercised all such awiandsediately prior to such Change of
Control.

Amendment. The Board may amend, alter, suspend, discaatiouterminate the 2000 Incentive Plan or anyipothereof at any time;
provided, thano such action may be taken without shareholdercajapif such approval is necessary to comply vaitly regulatory
requirementprovided, further, thaho such action may lower the exercise price ofexipusly granted award or cancel and regrant aiompt
with the effect of repricing an option without sbholder approval, angyrovided, further, thaho such action that would impair any rights ut
any previous award shall be effective without tbhasent of the person to whom such award was madwldition, the Board or the
Compensation Committee is authorized to amendettmest of any award granted under the 2000 Incetiae provided that the amendment
would not impair the rights of any participant vatit his consent.

Federal Income Tax Consequences

The following discussion is a brief summafythe principal United States federal incomedarsequences of the grant and exercise of
NSOs, ISOs and Restricted Stock awarded underab@ hcentive Plan and the disposition of Sharestmsed pursuant to the exercist
such options and is intended to reflect the cunpeotisions of the Code and the regulations theteunThis summary is not intended to be a
complete statement of applicable law, nor doeddtess state, local or foreign income tax constaera. Moreover, the federal income tax
consequences to any particular participant magdifbm those described herein by reason of, anotimgr things, the particular circumstances
of such participant-or these reasons, participants are urged to conduheir own tax advisors with respect to the consagences of their
participation in the 2000 Incentive Plan.

NSOs

No income will be realized by an optiong®i grant of an NSO. Upon exercise of an NSO (erttercise of an ISO by the participant
more than three months after the termination oehiployment or 12 months in the case of the ppdidis total disability), the optionee will
recognize ordinary compensation income in an ameguél to the excess, if any, of the fair markéti@af the underlying stock over the
option exercise price (the "Spread") at the timexadrcise. The Spread will generally be deductiyi¢he Company for federal income tax
purposes. The optionee's tax basis in the underighmares acquired by exercise of an NSO will etheakxercise price plus the amount taxable
as compensation to the optionee. Upon sale of tlaeeS received by the optionee upon exercise di8@, any gain or loss is generally long-
term or short-term capital gain or loss, dependinghe holding period. The optionee's holding mefar Shares acquired pursuant to the
exercise of an NSO will begin on the date of exseraf such Option.
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If a participant is permitted to use prersly owned unrestricted Shares to pay all or pathe exercise price of a NSO, the transaction
not be considered to be a taxable disposition®ptieviously owned Shares, and the participant'baais and holding period of the previously
owned Shares will be carried over to the equivahemmiber of Shares received upon exercise. Thecgaatit's tax basis for the additional Sh
received upon exercise will be the fair market gadfithe Shares on the date of exercise (but settlean the amount of cash or cash equivalent
used in payment), and the holding period for sulititeonal Shares will begin on the day after theedsf exercise.

ISOs

ISO holders will generally incur no fedeirstome tax liability at the time of grant or upexercise of such options if the ISO is exercised
by the participant while employed by the Companwvithin three months after the termination of higsggoyment (12 months in the case of the
participant's total disability). However, the spied exercise will be an "item of tax preferencdiiah may give rise to "alternative minimum
tax" liability for the taxable year in which theagise occurs. If the optionee does not disposkeoShares before two years following the date
of grant and one year following the date of exercike difference between the exercise price am@duhmount realized upon disposition of the
Shares will constitute long-term capital gain @dpas the case may be. Assuming both holdinggeedre satisfied, no deduction will be
allowed to the Company for federal income tax psgsoin connection with the grant or exercise of@p#on. If, within two years following
the date of grant or within one year following thege of exercise, the holder of Shares acquirenitir the exercise of an ISO disposes of such
Shares, the optionee will generally realize ordirtakable compensation at the time of such disjppséqual to the difference between the
exercise price and the lesser of the fair markktevaf the stock on the date of initial exerciseéher amount realized on the subsequent
disposition, and such amount will generally be deitle by the Company for federal income tax pugsos

If a participant is permitted to use prergty owned unrestricted Shares to pay all or aigouf the exercise price of an ISO, the
transaction will be considered a taxable dispasitibthe previously owned Shares if such Sharegwaequired on the exercise of an ISO (or is
otherwise statutory stock option stock) and thdiegple holding period requirements for those Skavas not satisfied at the time that they
were used to pay the exercise price of the ISGhdhcase, there is an "e-pyramiding" rule that provides that such use wélldbdisqualifying



disposition of the previously owned Shares at itme that they are used to pay the exercise priegmd80. If the anti-pyramiding rule does not
apply, (a) the participant's tax basis in the prasly owned Shares and the holding period of sinare® will be carried over to the equivalent
number of Shares received upon the exercise arttiglgdditional Shares received will have a taxsbafszero and a holding period beginning
on the date of the transfer of the Shares.

Restricted Stock

In general, a recipient of Restricted Stailknot incur any federal income tax liability ap grant because the Shares will be subject to a
substantial risk of forfeiture. Instead, he or sliérecognize ordinary income at the time of vegtiat the time all restrictions lapse) equal to
the excess, if any, of the fair market value of $irares on the vesting date of the Shares ovearmoyint paid for the Shares. Alternatively, a
recipient may elect to recognize income at the tifingrant by making a Section 83(b) election afiddisuch election with the IRS within
30 days of the date of grant, in which case thipieat will recognize ordinary income at the timfegoant equal to the excess, if any, of the fair
market value of the stock at the time of grant gy amount paid for the Shares; in that caseetisano further income recognition when the
restrictions lapse. The Company is entitled toxedduction in an amount equal to the ordinary ineagecognized by the participant.
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Code Section 162(m)

In general, Section 162(m) of the Code @gmi publicly held corporation a deduction for fatleacome tax purposes for compensation in
excess of $1,000,000 per year per person to ief elecutive officer and the four other officersoslh compensation is disclosed in its proxy
statement, subject to certain exceptions. Optiatigenerally qualify under one of these exceptidrthey are granted under a plan that states
the maximum number of shares with respect to whjmions may be granted to any employee during eifspe period, the exercise price is
less than the fair market value of the common stddke time of grant, and the plan under whichapigons are granted is approved by
stockholders and is administered by a committeepeim®d of outside directors. The 2000 IncentivenRdaintended to satisfy these
requirements with respect to grants of optionsoieced employees. In addition to the requiremepydieable to stock option grants, Restricted
Stock will qualify under one of these exceptions/ohthe vesting of the Restricted Stock is basaderformance criteria (and not merely the
passage of time). Performance criteria on whichdbmpensation Committee may condition the vestirgestricted Stock include the
achievement of objectives for one or more of: ahnexenue, cash flow, earnings per share, EBITAjm@me, new orders, personal goals,
return on assets or return on sales (each as defirtae 2000 Incentive Plan).

The full text of the proposed amendment and restataent of the 2000 Plan as described in this Proposal(referred to herein as the
2000 Incentive Plan) is attached aBxhibit B hereto.

New Plan Benefits

The table below sets forth the Stock Omtigranted under the 2000 Plan to the Named Offmedsgroups indicated during 2003 and the
value of such Stock Options (of which, only thosanged to non-employee Directors are currently @gable).

Number of

Name Dollar Value (1) Stock Options
Edward H. Braut $ 1,775,201 140,00(
John K. Bulmar 304,32( 24,00(
Don R. Kanie 1,542,601 120,00(
John P. Kiernal 253,60( 20,00(
John F. Rein, J 634,00( 50,00(
Robert J. Valentine, J 126,80( 10,00(
Executive Officer Group (8 persor 4,991,56! 392,00(
Non-Employee Director Group (7 persot 821,10( 70,00((2)
Non-Executive Officer Employee Grot $ 7,870,14: 785,30°

(1) Represents the value of "in-the-money" optiongherexcess, if any, of the closing price of the Gam Stock on December 31, 2003,
as reported by NASDAQ ($28.16), over the exercisee$12.11 - $29.50) of such Stock Options.

2) Represents grants of 10,000 options to eact-Employee Director

A majority of the votes cast on Proposat $he Meeting (including votes cast by proxy) muge "FOR" the proposed amendment and
restatement of the 2000 Plan in order for the psapto be approved.

The Board of Directors recommends a vote FOR appral of the proposed amendment and restatement of tH2000 Plan.
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PROPOSAL 4
RATIFICATION OF THE APPOINTMENT OF
ERNST & YOUNG LLP AS AUDITORS

Based on the recommendation of the Audin@®ittee, the Board of Directors has appointed ittme 6f Ernst & Young LLP, independent
certified public accountants, to examine the finalnstatements of Veeco for the year ending Decer@be2004. Ernst & Young LLP has been
employed as independent auditors of Veeco sinc®.188es for the last two years were as follows:

Year Ended December 31,

2003 2002

Audit fees $ 549.65( $ 618,30(

Audit-related fee! 47,00( 1,004,09.

Tax fees 73,96 264,83!

Total $ 670,61. $ 1,887,22!
|

Audit-related services primarily includeegefor due diligence related to mergers and adaprisi accounting consultations in connection
with acquisitions, assistance with a private plaeenoffering and employee benefit plan audits. 3ewvices provided to the Company include
tax planning and advice related to mergers andisitigns, as well as international tax issues. Sigaificant decrease in 2003 fees compare
2002 is due to a reduction in merger and acquisitige diligence services. The Company did not eadagst & Young LLP to perform any
work related to financial information systems desig implementation services during 2003 or 2002.

Representatives of Ernst & Young LLP w#l present at the Meeting and may make a stateifntéietyi so desire. They will also be
available to respond to appropriate questions.

Stockholders are asked to ratify the actibthe Board of Directors in making this appointréf this appointment is not ratified by the
Stockholders, the selection of other independeditans will be considered by the Audit Committee fecommendation to the Board of
Directors.

A majority of the votes cast on Proposat the Meeting (including votes cast by proxy) muge "FOR" the ratification of the

appointment of Ernst & Young LLP as the Companytependent auditors for the year ending Decemhe2@M in order for the proposal to
be approved.

The Board of Directors recommends a vote FOR ratiiation of the appointment of Ernst & Young LLP as he Company's
independent auditors for the year ending Decemberi3 2004.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requifesco's officers and directors, and persons who mare than 10% of Veeco's common stock
to file reports of ownership and changes in ownieralith the Securities and Exchange Commissionsé&tgersons are required by SEC
regulations to furnish Veeco with copies of all &at 16(a) forms they file.

SEC regulations require us to identifyhistproxy statement anyone who filed a require@relate or failed to file a required report.
Based on our review of forms we received, or writtepresentations from reporting persons statiagttiey were not required to file there
forms, we believe that during 2003, all Sectiona}8iling requirements were satisfied on a timedgis.
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OTHER MATTERS

Other Business



The Board of Directors knows of no othertters to come before the Meeting. Should any dblusiness properly come before the
Meeting, the persons named in the enclosed forpray will vote on such matters in accordance wlhir best judgment.

Deadline for Receipt of Shareholder Proposals

Requirements for Shareholder Proposalset@mught Before an Annual Meeting.For shareholder proposals to be consideredepisop
brought before an annual meeting by a sharehdlgeishareholder must have given timely notice foeiia writing to the Secretary of the
Company. To be timely for the Company's 2005 Anieéting of Shareholders, a shareholder's noticgt el delivered to or mailed and
received at the principal executive offices of @@mpany no later than February 15, 2005. A shadehal notice to the Secretary shall set forth
as to each matter the shareholder proposes to befuge the annual meeting (i) a brief descriptibthe business desired to be brought before
the annual meeting and the reasons for conducticly lsusiness at the annual meeting, (ii) the namdeecord address of the shareholder
proposing such business, (iii) the class and nurabshares of Common Stock beneficially owned yghareholder, and (iv) any material
interest of the shareholder in such business.

Requirements for Shareholder Proposals to be Censdlfor Inclusion in the Company's Proxy Materi&bareholder proposals
submitted pursuant to Rule 14a-8 under the Exchamgand intended to be presented at the Comp&09s Annual Meeting of Shareholders
must be received by the Company no later than Dbee3, 2004 in order to be considered for inclusiothe Company's proxy materials for
that meeting.

Solicitation of Proxies

The cost of preparing and mailing this Br&tatement and the accompanying proxy, and theof@®licitation of proxies on behalf of the
Board of Directors, will be borne by Veeco. Veees hetained Georgeson Shareholder Communicatiang'®SC") to solicit proxies. GSC
may contact Stockholders by mail, telephone, tekdrgraph and personal interviews. GSC will reeéiom Veeco a fee of $7,500 for such
services, plus reimbursement of out-of-pocket egpsnand Veeco has agreed to indemnify GSC agadrtsin liabilities and expenses in
connection with such solicitation, including ligtiés under the federal securities laws. Some pedissolicitation also may be made by
directors, officers and employees without speaahpensation, other than reimbursement for expenses.

No Incorporation by Reference

In Veeco's filings with the SEC, informatis sometimes "incorporated by reference.” Thiamsghat we are referring you to information
that has previously been filed with the SEC, soitfigrmation should be considered as part of thegfiyou are reading. Based on SEC
regulations, the performance graph of this proayeshent, the "Audit Committee Report” and the "Cengation Committee Report”
specifically are not incorporated by reference smg other filings with the SEC.

This proxy statement is sent to you as gfithe proxy materials for the 2004 Annual Meetofdstockholders. You may not consider this
proxy statement as material for soliciting the pase or sale of Veeco's common stock.
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EXHIBIT A

AMENDMENT NO. 2TO
VEECO INSTRUMENTS INC.
FIRST AMENDED AND RESTATED
EMPLOYEE STOCK PURCHASE PLAN

Effective on January 1, 2004, Section 3a)2f the Veeco Instruments Inc. First Amended Radtated Employee Stock Purchase Plan,
effective October 26, 2000, as amended (the "Pld&&;)and hereby is, amended to read, in its éntias follows:

3.02 Number of Shares Subject to Plar

(@)  The total number of shares of Stock available ffiekihngs under the Plan shall be 2,000,000 shardsgect to adjustment as :
forth in paragraph (b) below. Such Stock may béenzed and unissued shares, treasury sharesamsspreviously issued and
reacquired by the Company. Any shares for whiclb#aring to purchase expires or is terminated orceted may again be
made subject to Offerings under the Plan.



EXHIBIT B

AMENDMENT AND RESTATEMENT OF
VEECO INSTRUMENTS INC. 2000 STOCK OPTION PLAN
(to be renamed the VEECO INSTRUMENTS INC. 2000 STO® INCENTIVE PLAN)

1. Purpose

The purpose of the Plan is to provide amsghrough which the Company and its Affiliates na#tyact capable persons to enter and
remain in the employ of the Company and Affiliatesl to provide a means whereby employees, direatatsonsultants of the Company and
its Affiliates can acquire and maintain Common Stownership, thereby strengthening their commitnterthe welfare of the Company and
Affiliates and promoting an identity of interesttiveen stockholders and these employees.

The Plan provides for granting IncentivecktOptions, Nonqualified Stock Options and Re&tdcStock.
2. Definitions
The following definitions shall be applidalthroughout the Plan.

"Affiliate" means (i) any entity that dibg or indirectly is controlled by, or is under camn control with the Company, (ii) any entity in
which the Company has a significant equity interasd (iii) any Subsidiary; in each case as deteethby the Committee.

"Annual Revenue" means the Company's arsinbss unit's net sales for the fiscal year, detexd in accordance with generally accepted
accounting principles; provided, however, that ptothe fiscal year, the Committee shall deternvitvether any significant item(s) shall be
excluded or included from the calculation of AnnRa&lvenue with respect to one or more Participants.

"Board" means the Board of Directors of @@mpany or, to the extent the Board of Directdrhe Company has authorized a committee
thereof to take action with respect to the Plait®behalf, the committee so authorized.

"Cash Flow" means, as to any Fiscal Pettogl pperating cash flow of the Company for sudt#li Period, provided that prior to the Fi:
Period, the Committee shall determine whether &myificant item(s) shall be included or excludednir the calculation of Cash Flow with
respect to one or more Participants.

"Cause" means the Company or an Affiliagihg "cause” to terminate a Participant's emplayroe service, as defined in any existing
employment, consulting or any other agreement batvilee Participant and the Company or an Affilatein the absence of such an
employment, consulting or other agreement, upothé)determination by the Committee that the Pigeitt has ceased to perform his duties to
the Company or an Affiliate (other than as a resfiiis incapacity due to physical or mental illmes injury), which failure amounts to an
intentional and extended neglect of his dutiesutthgarty, (i) the Committee's determination tiet Participant has engaged or is about to
engage in conduct materially injurious to the Compar an Affiliate, (iii) the Participant having &e convicted of, or pleaded guilty or no
contest to, a felony or a crime involving moralpitmde or (iv) the failure of the Participant tdlfov instruction of the Board or his direct
superiors.
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"Change in Control, shall, unless in theecaf a particular Plan Award, the applicable PAarard Agreement states otherwise or contains
a different definition of "Change in Control", beamed to occur upon:

0] the acquisition by any individual, entity or growgithin the meaning of Section 13(d)(3) or 14(d)¢2the Securities Exchange
Act of 1934, as amended (the "Exchange Act")) (gactPerson") of beneficial ownership (within theaning of Rule 13d-3
promulgated under the Exchange Act) of 30% or nfonea fully diluted basis) of either (A) the theatstanding shares of
Common Stock, taking into account as outstandinghis purpose such Common Stock issuable upomxbecise of options or
warrants, the conversion of convertible stock dstdand the exercise of any similar right to acgsinch common stock (the
"Outstanding Company Common Stock") or (B) the comath voting power of the then outstanding votingusities of the
Company entitled to vote generally in the electibdirectors (the "Outstanding Company Voting Séms"); provided,
however, that for purposes of the Plan, the following asijiwns shall not constitute a Change of Contfhlany acquisition by
the Company, (ll) any acquisition by any employeaddit plan sponsored or maintained by the Comparany Affiliate,

(1) any acquisition by any Person which comphesh clauses (A), (B) and (C) of subsection (v}t Section 2(f), or (IV) in
respect of an Award held by a particular Participany acquisition by the Participant or any "&ifi¢" (within the meaning of :
C.F.R. 8230.405) of the Participant (persons dbedrin clauses (l), (I1), and (1V) being referredhereafter as "Exclude



Persons");

(i) Individuals who, on the date hereof, constituteBbard (the "Incumbent Directors") cease for arasom to constitute at least a
majority of the Boardprovidedthat any person becoming a director subsequehetdate hereof, whose election or nomination
for election was approved by a vote of at leasttiimls of the Incumbent Directors then on the Bo@ither by a specific vote
or by approval of the proxy statement of the Coagion in which such person is named as a hominedifector, without writte
objection to such nomination) shall be deemed tarbtncumbent Directoprovided, however, that no individual initially
elected or nominated as a director of the Corpamads a result of an actual or threatened electiotest with respect to
directors or as a result of any other actual cedtened solicitation of proxies or consents byrobehalf of any person other tt
the Board shall be deemed to be an Incumbent Direct

(i)  the dissolution or liquidation of the Company;
(iv)  the sale of all or substantially all of the busmes assets of the Company; or

(v) the consummation of a merger, consolidation, stagighare exchange or similar form of corporatagaation involving thi
Company that requires the approval of the Compatgtkholders, whether for such transaction oigheance of securities in
the transaction (a "Business Combination"), uniessediately following such Business Combination) (dore than 50% of the
total voting power of (x) the corporation resultiitigm such Business Combination (the "Surviving @weation"), or (y) if
applicable, the ultimate parent corporation thegctly or indirectly has beneficial ownership offaient voting securities
eligible to elect a majority of the directors oétBurviving Corporation (the "Parent Corporatioiisepresented by the
Outstanding Company Voting Securities that werstamding immediately prior to such Business Continngor, if applicable
is represented by shares into which the Outstandorgpany Voting Securities were converted purst@matich Business
Combination), (B) no Person (other than any Exallilerson), is or becomes the beneficial ownerctijrer indirectly, of 30%
or more of the total voting power of the outstaigdwoting securities eligible to elect directorgttodé Parent Corporation (or, if
there is no Parent Corporation, the Surviving Coapon) and (C) at least a majority of the
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members of the board of directors of the Parenp@uattion (or, if there is no Parent Corporatior 8urviving Corporation)
following the consummation of the Business Combdamatvere Incumbent Directors.

"Code" means the Internal Revenue Cod®86,las amended. Reference in the Plan to anyseatttthe Code shall be deemed to include
any amendments or successor provisions to suclosestd any regulations under such section.

"Committee" means a committee of at leastpeople as the Board may appoint to adminisePtlan or, if no such committee has been
appointed by the Board, the Board. Unless the Bzaadting as the Committee or the Board speclfia#termines otherwise, each member of
the Committee shall, at the time he takes any aatith respect to a Plan Award under the Plan,rbElgyible Director. However, the mere fi
that a Committee member shall fail to qualify as=digible Director shall not invalidate any Plan A granted by the Committee which Plan
Award is otherwise validly made under the Plan.

"Common Stock" means the common stockyphre $0.01 per share, of the Company.

"Company" means Veeco Instruments Inc. W&pect to the definitions of the Performance §aake Committee may determine that
"Company" means Veeco Instruments Inc. and oneave rof its Affiliates.

"Date of Grant" means the date on whichgitemting of a Plan Award is authorized, or sudieotate as may be specified in such
authorization or, if there is no such date, the dadicated on the applicable Plan Award Agreement.

"Disability" means, unless in the case phaticular Plan Award, the applicable Plan Awaigréement states otherwise, the entitlement of
a Participant to receive benefits under the lomgéisability plan of the Company or an Affiliates may be applicable to the Participant in
guestion, or, in the absence of such a plan, thgteie and permanent inability by reason of illn@saccident to perform the duties of the
occupation at which a Participant was employedeored when such disability commenced or, as detexthby the Committee based upon
medical evidence acceptable to it.

"Earnings Per Share" means as to any Hsabd, the Company's Net Income divided by a tieidy average number of shares of Stock
outstanding and dilutive common equivalent shafé&itack deemed outstanding.

"EBITA" means Net Income before intereakels and amortization, each as determined underggnaccepted accounting principles or
as otherwise defined hereunder.

"Effective Date" means the means the datevoich the Plan is approved by the Board, sulifetite approval of the stockholders of the
Company.



"Eligible Director" means a person whoi)sa("non-employee director" within the meaningrafle 16b-3 under the Exchange Act, or a
person meeting any similar requirement under acgessor rule or regulation and (ii) an "outsidedior” within the meaning of Section 162
(m) of the Code, and the Treasury Regulations ptgated thereundeprovided, however, that clause (ii) shall apply only with respect to
grants of Plan Awards with respect to which the @any's tax deduction could be limited by SectioB(t§ of the Code if such clause did not

apply.

"Eligible Person" means any (i) individwagularly employed by the Company or an Affiliateamsatisfies all of the requirements of
Section 6provided, however, that no such employee covered by a collectivgdiaing agreement shall be an Eligible Person srdes to th
extent that such eligibility is set forth in suatilective bargaining agreement or in an agreememstrument relating thereto; (ii) director of
the Company or an Affiliate or (iii) consultantadvisor to the Company or an
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Affiliate who may be offered securities pursuanEtrm S-8 (which, as of the Effective Date, incleidaly those who (A) are natural persons
and (B) providébona fideservices to the Company or an Affiliate other tirmanonnection with the offer or sale of securifies capital-raising
transaction, and do not directly or indirectly pmor maintain a market for the Company's seesiiti

"Exchange Act" means the Securities Exchaket of 1934, as amended.

"Fair Market Value", on a given date me@h# the Stock is listed on a national securiteeshange, the closing price on the primary
exchange with which the Stock is listed and traoiedhe date prior to such date, or, if there ismch sale on that date, then on the last
preceding date on which such a sale was repoiited;the Stock is not listed on any national seties exchange but is quoted in the National
Market System of the National Association of SetgesiDealers Automated Quotation System ("NASDAQh)a last sale basis, the closing
price reported on the date prior to such datef trere is no such sale on that date, then oetstepreceding date on which a sale was reported
or (iii) if the Stock is not listed on a nationa&csirities exchange nor quoted in the NASDAQ orstidale basis, the amount determined by the
Committee to be the fair market value based upgoaal faith attempt to value the Stock accurately @mputed in accordance with applice
regulations of the Internal Revenue Service.

"Fiscal Period" means the fiscal year, tpraor other period of the Company.

"Incentive Stock Option" means an Optioarged by the Committee to a Participant under taa ®hich is designated by the Committee
as an incentive stock option as described in Sedti? of the Code and which otherwise meets theirements set forth herein.

"Mature Shares" means shares of Stock owgetParticipant which are not subject to any géedr other security interest and have ei
been held by the Participant for six months, presip acquired by the Participant on the open masketeet such other requirements as the
Committee may determine necessary in order to amoidccounting earnings charge on account of th@fusuch shares to pay the Option
Price or satisfy a withholding obligation in respeta Plan Award.

"Net Income" means as to any Fiscal Petiveljncome after taxes of the Company for suchdriBeriod determined in accordance with
generally accepted accounting principles, provitthed prior to the Fiscal Period, the Committee Istheflermine whether any significant item(s)
shall be included or excluded from the calculatdiNet Income with respect to one or more Participa
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"New Orders" means as to any Fiscal Petlwlfirm orders for a system, product, part, ovise that are recorded for such Fiscal Period.
"Non-Employee Director" means a membehefBoard who is not an employee of the CompanyprAdfiliate.

"Nonqualified Stock Option" means an Optgranted by the Committee to a Participant undeiPan which is not designated by the
Committee as an Incentive Stock Option.

"Normal Termination” means termination of@oyment or service with the Company or an Affiia

0] on account of death or Disability;
(i) by the Company or such Affiliate without Cause; or

(i) in the case of Plan Awards granted to an Eligible®or, a resignation from or a failure to b-elected to the Boar:



"Option" means an award granted under 8edti

"Option Period" means the period descripe8ection 7(d).

"Option Price" means the exercise priceafolOption as described in Section 7(a).

"Original Effective Date" shall mean Ap8il 2000, the date on which the Company's 2000 Sigtion Plan was approved by the Board.

"Participant” means an Eligible Person whe been selected by the Committee to participatieei Plan and to receive a Plan Award
pursuant to Section 6.

"Performance Goals" means the goal(s) darlined goal(s)) determined by the Committee @rdiscretion) to be applicable to a
Participant with respect to an award of shareseasiticted Stock. As determined by the Committee Rarformance Goals applicable to an
award of shares of Restricted Stock may providaftargeted level or levels of achievement using@mmore of the following measures:

(a) Annual Revenue, (b) Cash Flow, (c) EarningsStexre, (d) EBITA, (e) Net Income, (f) New Ord€p, Personal Goals, (h) Return on
Assets, and (i) Return on Sales. The PerformaneadsGoay differ from Participant to Participant &main award to award. Any criteria used
may be (i) measured in absolute terms, (ii) comgphéweanother company or companies, (iii) measugaihat the performance of the Company
as a whole or a segment of the Company and/om@gsured on a pre-tax or post-tax basis (if applkda

"Personal Goals" means as to a Participhatobjective and measurable goals set by a "nesmnent by objectives” or other process and
approved by the Committee (in its discretion).

"Plan" means this Veeco Instruments In€@@8tock Incentive Plan.
"Plan Award" means an award of Options estRcted Stock as the Committee determines.

"Plan Award Agreement” means any agreerbetween the Company and a Participant who hasdreeted a Plan Award pursuant to
Section 7 or 8 which defines the rights and obiayet of the parties thereto.

"Restricted Stock" means an award of Com®imtk subject to restrictions as provided in Sec8 of this Plan.
"Restricted Stock Agreement" means a Plaar®l Agreement relating to the grant of Restricéaick.
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"Return on Assets"” means as to any FisedabB, the Net Income of the Company divided bydterage of beginning and ending assets.

"Return on Sales" means as to any Fisaab®ehe percentage equal to the Company's Netnhecor the business unit's EBITA, divided
by the Company's or the business unit's revenusuicn Fiscal Period.

"Securities Act" means the Securities Act®33, as amended.

"Stock" means the Common Stock or suchrathéhorized shares of stock of the Company a€tmamittee may from time to time
authorize for use under the Plan.

"Subsidiary" means any subsidiary of thenpany as defined in Section 424(f) of the Code.
3. Effective Date and Duration

The Plan is effective as of the Effectivat® provided that the effectiveness of the Plahtha validity of any and all Plan Awards grar
pursuant to the Plan is contingent upon approvét@Plan by the shareholders of the Company ia@aner intended to comply with the
shareholder approval requirements of Sections 1patm 422(b)(i) of the Code.

The expiration date of the Plan, on andrafthich no Plan Awards may be granted hereuntiatl Be the tenth anniversary of the Origi
Effective Dateprovided, howevethat the administration of the Plan shall contifueffect until all matters relating to Plan Awangigviously
granted have been settled.

4. Administration

The Committee shall administer the Plam&ority of the members of the Committee shall ¢itute a quorum. The acts of a majority



the members present at any meeting at which a quarpresent or acts approved in writing by a mgjaf the Committee shall be deemed
the acts of the Committee.

(@)

(b)

Subject to the provisions of the Plan and applieddlv, the Committee shall have the power, in &aldito other express powe
and authorizations conferred on the Committee byPan, to: (i) designate Participants; (ii) detierthe type or types of Plan
Awards to be granted to a Participant; (iii) deternthe number of Shares to be covered by, or rggpect to which payments,
rights, or other matters are to be calculated imestion with, Plan Awards; (iv) determine the teramd conditions of any Plan
Awards; (v) determine whether, to what extent, ander what circumstances Plan Awards may be seitledercised in cash,
Stock, other securities, other Plan Awards or offteperty, or canceled, forfeited or suspendedthadnethod or methods by
which Plan Awards may be canceled, forfeited, sndpd or, if applicable, settled or exercised; ¢d)ermine whether, to what
extent, and under what circumstances cash, Sttlolr eecurities, other Plan Awards, other propanty other amounts payable
with respect to a Plan Award shall be deferredegigtutomatically or at the election of the holdereof or of the Committee;
(vii) interpret, administer reconcile any inconsisty, correct any default and/or supply any omisgicthe Plan and any
instrument or agreement relating to, or Plan Awgrahted under, the Plan; (viii) establish, amendpsnd, or waive such rules
and regulations and appoint such agents as it daath appropriate for the proper administratiothefPlan; and (ix) make any
other determination and take any other actionttt@tCommittee deems necessary or desirable fadhegnistration of the Plan.

Unless otherwise expressly provided in the Pldrdesdignations, determinations, interpretations ethér decisions under or
with respect to the Plan or any Plan Award or
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5.

6.

(€)

any documents evidencing Plan Awards shall be withé sole discretion of the Committee, may be nzadamy time and shall
be final, conclusive and binding upon all partiesjuding, without limitation, the Company, any Aifite, any Participant, any
holder or beneficiary of any Plan Award, and angrsholder.

Notwithstanding the above, nho Committee memberihgl®ptions granted pursuant to Section 7(a)(ileb&émay participate i
any action of the Committee with respect to anyntlar dispute regarding only that Committee member.

Grant of Awards; Shares Subject to the Plan

The Committee may, from time to time, grBlgn Awards to one or more Eligible Persqrsyided, howevetthat:

(@)

(b)

(©)

(d)

(€)

Subject to Section 10, the aggregate number oeshafrStock in respect of which Plan Awards magtamted under the Pl
shall not exceed 7,030,000, of which no more tHa0y@0 may be in the form of Restricted Stock;

Shares of Stock authorized under the Plan shalekened to have been used in settlement of Plandswanether or not they
are actually delivered. In the event any Plan Awsdrdll be surrendered, terminate, expire, or bieited, the number of shares
of Stock no longer subject thereto shall thereupmmneleased and shall thereafter be availabledargrants under the Plan;

Shares of Stock delivered by the Company in settgrof Plan Awards granted under the Plan may beoaaed and unissued
Stock or Stock held in the treasury of the Companmay be purchased on the open market or by prmatchase;

Subject to Section 10, (i) no person may be gra®etibns under the Plan during any calendar ye#r kgispect to more the
300,000 shares of Stoghrovidedthat such number shall be adjusted pursuant tad®etd only in a manner which will not
cause Options granted under the Plan to fail tdifges "performance-based compensation" underi®@edt2(m) of the Code;
and (ii) no person may be granted Restricted Stocler the Plan during any calendar year with reaspemore than 50,000
shares of Stoclprovidedthat, in the case of (i) above, such number slalidjusted pursuant to Section 10 only in a manner
which will not cause the Plan Awards granted uritlerPlan to qualify as "performance-based compemsainder Section 162
(m) of the Code and in the case of Plan Awardgredieto in (ii) which were intended to qualify aarfprmance-based
compensation, such number shall be adjusted ageabove.

Without limiting the generality of the precedingpisions of this Section 5, the Committee may,dmnlély with the Participant
consent, agree to cancel any Plan Award underltdrednd issue a new Plan Award in substitutionefoerupon such terms as
the Committee may in its sole discretion determgmeyidedthat the substituted Plan Award satisfies all aygllie Plan
requirements as of the date such new Award is n@deided furthetthat, without shareholder approval, no such aatiary
lower the exercise price of a previously grantedi@p

Eligibility

Participation shall be limited to EligibdRersons who have received written notification fithiley Committee, or from a person designated
by the Committee, that they have been selectedrticjpate in the Plar
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7. Terms of Options
(&) Option Grants.

0] Eligible Persons. The Committee is authorized to grant one oramiocentive Stock Options or Nonqualified StockiGps to
any Eligible Persomprovided, howevethat no Incentive Stock Options shall be grantedny Eligible Person who is not an
employee of the Company or a Subsidiary. Each @@granted shall be subject to the following d¢timas of this Section 7,
or to such other conditions as may be reflectatiérapplicable Plan Award Agreement.

(i) Eligible Directors. In addition to discretionary grants of Optigngsuant to Section 7(a)(i), each Participant vghe Non-
Employee Director of the Company shall receive uipdtial election to office and thereafter annuadly the date of the
Company's annual meeting of stockholdepsolvidedthat such date is at least 6 months following dtiddible Director's initial
election to office) an Option to acquire 10,000reBaf Stock at a price equal to the Fair Markdu¥af the shares of Stock
subject to such Option on the Date of Grant.

(b) Option Price. The exercise price ("Option Price") per shdr8tock for each Option shall be set by the Coneeitit the time of
grant but shall not be less than the Fair Markdu®af a share of Stock on the Date of Grant subjedhe case of an Incentive Stock Option,
to Section 7(g).

(c) Manner of Exercise and Form of Payment. No shares of Stock shall be delivered purst@mahy exercise of an Option until
payment in full of the aggregate exercise pricedfws is received by the Company. Options whichehbgcome exercisable may be exercised
by delivery of written notice of exercise to themmittee accompanied by payment of the Option Pfiibe. Option Price shall be payable in
cash and/or, at the sole discretion of the Committbares of Stock valued at the Fair Market Valube time the Option is exercised
(including by means of attestation of ownershig sufficient number of shares of Stock in lieu cfual delivery of such shares to the
Company) providedthat such shares of Stock are Mature Shares, treidiscretion of the Committee, either (i) inatiproperty having a fair
market value on the date of exercise equal to &0 Price, (ii) by delivering to the Committee@py of irrevocable instructions to a
stockbroker to deliver promptly to the Company aroant of loan proceeds, or proceeds of the salleeoBtock subject to the Option, suffici
to pay the Option Price or (iii) by such other ntettas the Committee may allow.

(d) Vesting.

0] In General. Unless otherwise provided in a Stock Optiomefegnent or other written agreement between the @aynand ¢
Participant, Options shall vest and become exedstdsas follows:

x) with respect to one-third of the shares of Stockeced by the Option, on the first anniversary & Bate of Grant;

(y) with respect to an additional c-third of the shares of Stock covered by the Optionthe second anniversary of the C
of Grant;

(2) with respect to the remaining one-third of the sBanf Stock covered by the Option, on the thirdarsary of the Date
of Grant.

Notwithstanding the foregoing, the Comnatteay, in its sole discretion, accelerate the ésabdity of any Option, which acceleration
shall not affect the terms and conditions of amghsQption other than with respect to exercisabilityan Option is exercisable in installments,
such installments or portions thereof which becexercisable shall remain exercisable until the @péxpires.

(i) Nor-Employee Directors  Notwithstanding Section 7(d)(i), Options grahte Eligible Directors shall be immediately ves
and exercisable as of the Date of Grant.

B-8

(e) Option Period and Termination. An Option may be exercised by the holder thieireaccordance with Section 7(d) above;
provided, howevethat no Option shall be exercisable later than seears from the Date of Grant (the "Option Perjodbtwithstanding the
foregoing, unless the applicable Stock Option Agreet or other written agreement between the Compadya Participant provides otherw
an Option shall expire earlier than the end of@ption Period in the following circumstances:

0] If prior to the end of the Option Period, the Rap@nt shall undergo a Normal Termination, the Qpshall expire on the earlier
of the last day of the Option Period and the dad is three months after the date of such Norreatihation;provided,



howeverthat any Participant whose employment with the Camypor any Affiliate is terminated and who is suhsently

rehired by the Company or any Affiliate prior teetaxpiration of the Option shall not be considdmetave undergone a
termination. In the event of a Normal Terminatitire Option shall remain exercisable by the Paiicigor the period described
in the first sentence of this Section 7(e)(i), otdythe extent the Option was exercisable at the tf such Normal Termination.

(i) If the Participant dies prior to the end of the iOptPeriod and while still in the employ or serviafethe Company or an Affiliat
or following a Normal Termination but prior to tleepiration of an Option, the Option shall expiretba earlier of the last day
the Option Period and the date that is one year #fe date of death of the Participant. In sugngwthe Option shall remain
exercisable by the person or persons to whom thicipant's rights under the Option pass by wiltloe applicable laws of
descent and distribution until its expiration, otdythe extent the Option was exercisable by thédjzant at the time of death.

(i) If the Participant ceases employment or servich e Company and Affiliates for reasons other tharmal Termination or
death, the Option shall expire immediately uporhstessation of employment or service.

() Other Terms and Conditions. Except as specifically provided otherwise iBtack Option Agreement, each Option granted under
the Plan shall be subject to the following termd eonditions:

0] Each Option or portion thereof that is exercisailall be exercisable for the full amount of suchreisable portion or for ar
part thereof.

(i) Each Option shall cease to be exercisable, asytstzre of Stock, when the Participant purchasestiare or when the Option
expires.

(i)  Subject to Section 9(h), Options shall not be tiemable by the Participant except by will or therdsof descent and distributic
and shall be exercisable during the Participaifié8rhe only by the Participant.

(iv)  Each Option shall vest and become exercisabled¥érticipant in accordance the provisions of $aciid).

(v) At the time of any exercise of an Option, the Cofteri may, in its sole discretion, require a Pgyéot to deliver to th
Committee a written representation that the shafr&ock to be acquired upon such exercise are tachuired for investment
and not for resale or with a view to the distribatthereof. Upon such a request by the Committeléjety of such
representation prior to the delivery of any sharfeStock issued upon exercise of an Option sha#l bendition precedent to the
right of the Participant or such other person tochase any such shares. In the event certificateStbck are delivered under 1
Plan with respect to which such investment repradiem has been obtained, the Committee may calesgead or legends to be
placed on such certificates to make appropriatreete to such
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representation and to restrict transfer in the mtsef compliance with applicable federal or steurities laws.

(viy  Each Participant awarded an Incentive Stock Optiwter the Plan shall notify the Company in writimgnediately after th
date he or she makes a disqualifying dispositioanyf shares of Stock acquired pursuant to the eseeof such Incentive Stock
Option. A disqualifying disposition is any dispaait (including any sale) of such Stock before #ited of (a) two years after the
Date of Grant of the Incentive Stock Option anddi¢ year after the date the Participant acquiredstock by exercising the
Incentive Stock Option.
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(9) Incentive Stock Option Grants to 10% StockholdersNotwithstanding anything to the contrary in thicten 7, if an
Incentive Stock Option is granted to a Participahb owns stock representing more than ten perdeheosoting power of all
classes of stock of the Company or of a SubsidtagyOption Period shall not exceed five years ftbenDate of Grant of such
Option and the Option Price shall be at least 1di@ent of the Fair Market Value (on the Date ofiBraf the Stock subject to
the Option.

(h) $100,000 Per Year Limitation for Incentive Stock Ogions. To the extent the aggregate Fair Market Value (deteed as of
the Date of Grant) of Stock for which Incentive &&®ptions are exercisable for the first time by Barticipant during any
calendar year (under all plans of the Company) ets&100,000, such excess Incentive Stock Optluaiklse treated as
Nonqualified Stock Options.

0] Voluntary Surrender. The Committee may permit the voluntary surrendallobr any portion of any Nonqualified Stock
Option granted under the Plan to be conditionechitpe granting to the Participant of a new Optionthe same or a differe



number of shares of Stock as the Option surrendaregljuire such voluntary surrender as a condjti@eedent to a grant of a
new Option to such Participant. Such new Optionl flgaexercisable at an Option Price, during ani@pPeriod, and in
accordance with any other terms or conditions $igecby the Committee at the time the new Optiogrented, all determined
accordance with the provisions of the Plan withreggard to the Option Price, Option Period, or atiyeoterms and conditions
the Nonqualified Stock Option surrendered.

8. Restricted Stock

(@) Award of Restricted Stock.
0] The Committee is authorized to award shares ofriRe=d Stock to any Eligible Person. Each awarBestricted Stoc
shall be subject to the following conditions ofstiection 8, or to such other conditions as maethected in the
applicable Restricted Stock Agreement.

(i) The Committee shall from time to time, in its sated absolute discretion, (A) select which EligiBlersons shall t
awarded Restricted Stock, (B) determine the puechaise, if any, and form of payment for Restric&dck; and
(C) determine any other terms and conditions appleeto such Restricted Stock, consistent with Bités.

(i)  Upon the selection of a Participant to be awardestfitted Stock, the Committee shall instruct teer8tary of the
Company to issue a certificate representing suctrigeed Stock and may impose such conditions engsuance of sut
Restricted Stock as it deems appropriate.

(b) General Restrictions.

0] All shares of Restricted Stock issued under thamRincluding any shares received by holders tHevéh respect tc
shares of Restricted Stock as a result of stodklelinds, stock splits or any other form of recajtdion) shall, be subje
to such restrictions as the Committee shall prqviddch restrictions shall be set forth in the aggdble Restricted Stock
Agreement and may include, without limitation, restons concerning voting rights and transferapitind restrictions
based on duration of employment with the Compamm@any performance and individual performance; iolexy,
however, that the Committee, on such terms anditiond as it determines to be appropriate, may rexany or all of
the restrictions imposed by the terms of the Rastli Stock Agreement including, without limitatiarpon a Change in
Control. Restricted Stock may not be transferretti sr encumbered until all restrictions terminatexpire.
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(i) The Committee, in its sole discretion, may impasehsother restrictions on Shares of RestrictedkKSasdat may deem
advisable or appropriate, in accordance with tleistiSn 8.

(i)  The Committee may set restrictions based upondhizeement of specific performance objectives (Cany-wide,
divisional, or individual), applicable federal date securities laws, or any other basis determiyethie Committee in its
discretion.

(c) Section 162(m) Performance RestrictionsFor purposes of qualifying grants of Restrictedcktas "performanc-basec
compensation" under Section 162(m) of the CodeCthmmittee, in its discretion, may set restrictibased upon the
achievement of Performance Goals. The PerformamedsGhall be set by the Committee on or befordatest date permissible
to enable the Restricted Stock to qualify as "mennce-based compensation” under Section 162(tmeaCode. In granting
Restricted Stock which is intended to qualify un8ection 162(m) of the Code, the Committee shéthfipany procedures
determined by it from time to time to be necessargippropriate to ensure qualification of the Retstd Stock under Section 162
(m) of the Code (e.qg., in determining the Perforoga@oals).

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

"The sale or other transfer of the shafestark represented by this certificate, whethdunrtary, involuntary, or by
operation of law, is subject to certain restriciam transfer as set forth in the Veeco Instrumknts2000 Stock
Incentive Plan and in a Restricted Stock Agreem&mrtiopy of the Plan and such Restricted Stock Agesg may be
obtained from the Secretary of Veeco Instruments'In

(e)  Termination of Employment. Except as otherwise expressly provided for herein the applicable Restricted St
Agreement, any shares of Restricted Stock whictsalpgect to restriction at the time of an Emplogéetmination of
employment with the Company for any reason, or wéélirector's service as director of the Compardsen when a consulting
arrangement terminates, as applicable, shall feifed upon such termination and the Participaatl stave no further rights to
or with respect to such shares.

® Repurchase of Restricted StockThe Committee shall provide in the terms of eadividual Restricted Stock Agreement that
upon a termination of employment of a Participanifapplicable, upon a termination of any conisiglirelationship between ti



(9)

(h)

restricted stockholder and the Company, the Comghail have the right but not the obligation, taghase any Restricted Stc
held by such Participant or consultant at a cagle prer share equal to the price paid by the Rpatit or consultant for such
Restricted Stock; provided, however, that provisitay be made that no such right of repurchase skl in the event of a
Normal Termination or termination of consultancytheiut Cause.

Restricted Stock AgreementRestricted Stock shall be issued only pursuantvioitten Restricted Stock Agreement, which
shall be executed by the Participant and an authdrdfficer of the Company and which shall conaioh terms and conditions
as the Committee shall determine, consistent withRlan.

Escrow; Rights as a StockholderThe Secretary of the Company or such other escadehas the Committee may appoint
shall retain physical custody of each certificaeresenting Restricted Stock until all of the ieStns imposed under the
Restricted Stock Agreement with respect to theeshavidenced by such certificate expire or shalehzeen removed. While
such shares are held by the escrow holder, theParit shall have, unless otherwise
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9. General

@

(b)

(©)

provided by the Committee and subject to the promisof this Section 8, all the rights of a stodkleo with respect to said
shares, subject to any restrictions among otheebbéders of Common Stock, including the rightaoeive all dividends and
other distributions paid or made with respect ®ghares represented by such certificate; provideaever, that in the
discretion of the Committee, any extraordinaryriisitions with respect to the Common Stock shalébeject to the restrictions
set forth in this Section 8.

Return of Restricted Stock to CompanyOn the date set forth in the applicable Restri@ttk Agreement, the Restrict
Stock for which restrictions have not lapsed stelert to the Company and again shall become dlaifar grant under the
Plan.

Additional Provisions of a Plan Award.Plan Awards granted to a Participant under the Blsmmay be subject to such other
provisions (whether or not applicable to the barafiarded to any other Participant) as the Commitermines appropriate
including, without limitation, provisions to asstie Participant in financing the purchase of shafeStock upon the exercise of
options, provisions for the forfeiture of or restibns on resale or other disposition of shareSto€tk acquired under any Plan
Award, provisions giving the Company the rightépurchase shares of Stock acquired under any RiemdAin the event the
Participant elects to dispose of such shares, giang allowing the Participant to elect to defer thceipt of shares of Stock uj
the exercise of Options for a specified time otilenspecified event, and provisions to comply wietderal and state securities
laws and Federal and state tax withholding requémes Any such provisions shall be reflected inapplicable Plan Award
Agreement.

Privileges of Stock OwnershipExcept as otherwise specifically provided in tharPho person shall be entitled to the
privileges of ownership in respect of shares otktohich are subject to Plan Awards hereunder saoth shares have been
issued to that person.

Government and Other Regulations The obligation of the Company to make payment ahPAwards in shares of Stock or
otherwise shall be subject to all applicable lamtgs, and regulations, and to such approvals bgmgonental agencies as may
be required. Notwithstanding any terms or condgiohany Plan Award to the contrary, the Compargllide under no
obligation to issue, offer to sell or to sell al be prohibited from issuing, offering to sedlselling any shares of Stock
pursuant to a Plan Award unless such shares haregreperly registered for issuance or sale putdoahe Securities Act with
the Securities and Exchange Commission or unles€tmpany has received an opinion of counsel faatigy to the Compan
that such shares may be issued, offered or solbuiitsuch registration pursuant to an availablemgt®n therefrom and the
terms and conditions of such exemption have belgndamplied with. The Company shall be under ntigation to register for
issuance or sale under the Securities Act anye$ltares of Stock to be issued, offered or sol@ g Plan. If the shares of
Stock issued, offered for sale or sold under tla Rre issued, offered or sold pursuant to an ettemfsom registration under
the Securities Act, the Company may restrict taagfer of such shares and may legend Stock catéBaepresenting such
shares of Stock in such manner as it deems adeisalg@nsure the availability of any such exemption.

(d) Tax Withholding.

0] A Participant may be required to pay to the Compamgny Affiliate and the Company or any Affiliagball have th
right and is hereby authorized to withhold from @ares of Stock or other property deliverable uiaty Plan Award ¢
from any compensation
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or other amounts owing to a Participant the am@untash, Stock or other property) of any requieedwithholding and
payroll taxes in respect of the issuance, vestmgxercise of any Plan Award, or any payment ordfer under a Plan
Award or under the Plan and to take such otheomaes may be necessary in the opinion of the Coynfmasatisfy all
obligations for the payment of such taxes.

(i) Without limiting the generality of clause (i) abgibe Committee may, in its sole discretion, pemrRarticipant tc
satisfy, in whole or in part, the foregoing withlimlg liability (but no more than the minimum reaqedrwithholding
liability) by (A) delivery of shares of Stock ownég the Participant (which shares must be Matursr&) with a Fair
Market Value equal to such withholding liability ) having the Company withhold from the numbeslbéres of Stoc
otherwise issuable pursuant to the exercise of@io®or from any Restricted Stock Award a numkiest@ares of Stock
with a Fair Market Value equal to such withholdirability.

(e) Claim to Plan Awards and Employment Rights.No employee of the Company or any Affiliate, oratperson, shall have a
claim or right to be granted a Plan Award underRken or, having been selected for the grant dda Rward, to be selected for
a grant of any other Award. Neither the Plan nor action taken hereunder shall be construed asgmny Participant any right
to be retained in the employ or service of the Canypor any Affiliate.

® No Liability of Committee Members. No member of the Committee shall be personallyididly reason of any contract or otl
instrument executed by such member or on his béhait capacity as a member of the Committee aoafiy mistake of
judgment made in good faith, and the Company shddmnify and hold harmless each member of the Citteenand each oth
employee, officer or director of the Company to whany duty or power relating to the administratimnnterpretation of the
Plan may be allocated or delegated, against artyoc@xpense (including counsel fees) or liabi{itycluding any sum paid in
settlement of a claim) arising out of any act olisgion to act in connection with the Plan unlessirag out of such person's own
fraud or willful bad faithjprovided, however, that approval of the Board shall be requiredtfierpayment of any amount in
settlement of a claim against any such personfdiegoing right of indemnification shall not be &give of any other rights of
indemnification to which such persons may be esditinder the Company's Articles of IncorporatioBgf_aws, as a matter of
law, or otherwise, or any power that the Company hwve to indemnify them or hold them harmless.

(99  Governing Law. The Plan shall be governed by and construed inrdance with the internal laws of the State of Delsa
without regard to the principles of conflicts oiahereof, or principals of conflicts of law of anyher jurisdiction which could
cause the application of the laws of any jurisdictdbther than the State of Delaware.

(h)  Nontransferability.
(@ Each Option shall be exercisable only by the Fgsitt during the Participant's lifetime, or, if pessible under
applicable law, by the Participant's legal guardianepresentative. No Plan Award may be assigaleshated, pledged,
attached, sold or otherwise transferred or encuetbley a Participant otherwise than by will or bg tAws of descent a
distribution and any such purported assignmergnation, pledge, attachment, sale, transfer orrabhrance shall be vo
and unenforceable against the Company or any atfffijprovidedthat the designation of a beneficiary shall notstibite
an assignment, alienation, pledge, attachment, safesfer or encumbrance.

(i) Notwithstanding the foregoing, the Committee odiédegate may, in its sole discretion, permit Nalified Stock
Options or Restricted Stock to be transferred Byadicipant,

B-14

without consideration, subject to such rules astbmmittee may adopt consistent with any applic&és Award
Agreement to preserve the purposes of the Plan, to:

(A) any person who is a "family member" of the Particip as such term is used in the instructions toF8-8
(collectively, the "Immediate Family Members");

(B) atrust solely for the benefit of the Participand &is or her Immediate Family Membe

(C) apartnership or limited liability company whosdyopartners or shareholders are the Participant@ndr her
Immediate Family Members; or

(D) any other transferee as may be approved eithéry(dje Board or the Committee in its sole discretar (b) as
provided in the applicable Plan Award Agreement;

(each transferee described in clauses (A), (B)af@) (D) above is hereinafter referred to as arfiteed Transferee"providedthat the
Participant gives the Committee advance writteficeadescribing the terms and conditions of the psegl transfer and the Committee notifies
the Participant in writing that such a transfer Wocomply with the requirements of the Plan. Fompmses of this paragraph, "delegate"” shall
refer to the Chief Executive Officer of the Compaaycept with respect to the transfer of any ofe€Eixecutive Officer's own Plan Awards.

(i)  The terms of any Plan Award transferred in accordamith the preceding paragraph (ii) shall applyhi® Permittec



Transferee and any reference in the Plan, or inepplicable Plan Award Agreement, to a Participsnall be deemed to
refer to the Permitted Transferee, except thatR@mitted Transferees shall not be entitled tosfierrany Plan Awards,
other than by will or the laws of descent and distion; (B) Permitted Transferees shall not bétlet to exercise any
transferred Plan Awards unless there shall befeceé registration statement on an appropriata foovering the shares
of Stock to be acquired pursuant to the exercisioli Plan Award if the Committee determines, &iast with any
applicable Plan Award Agreement, that such a regien statement is necessary or appropriate, H€LCommittee or th
Company shall not be required to provide any ndtice Permitted Transferee, whether or not suckeedg or would
otherwise have been required to be given to thedfmmt under the Plan or otherwise, and (D) thesequences of
termination of the Participant's employment byservices to, the Company or any Affiliate undertivens of the Plan
and the applicable Plan Award Agreement shall oometito be applied with respect to the Participifigwing which the
Plan Awards shall be exercisable by the Permitteshdferee only to the extent, and for the perisdscified in the Plan
and the applicable Plan Award Agreement.

0] Reliance on ReportsEach member of the Committee and each member @dhed shall be fully justified in relying, actirg
failing to act, and shall not be liable for havsmrelied, acted or failed to act in good faithpm@any report made by the
independent public accountant of the Company arh @y other information furnished in connectiothvihe Plan by any
person or persons other than himself.

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

(k) ExpensesThe expenses of administering the Plan shall beebby the Compan:

(0 Pronouns.Masculine pronouns and other words of masculinelgeshall refer to both men and wom
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(m) Titles and Headings.The titles and headings of the sections in the Btarfor convenience of reference only, and inethent of
any conflict, the text of the Plan, rather thanhstites or headings shall control.

(n)  Termination of Employment. For all purposes herein, a person who transfera Employment or service with the Compan)
employment or service with an Affiliate or vice sar or from employment or service with one Afféiab employment or servi
with another Affiliate, shall not be deemed to hésmninated employment or service with the Compamgny such Affiliate.

(0) Severability . If any provision of the Plan or any Plan Awardrégment is or becomes or is deemed to be invéidal, or
unenforceable in any jurisdiction or as to any persr Plan Award, or would disqualify the Plan ayd&lan Award under any
law deemed applicable by the Committee, such pimvishall be construed or deemed amended to cortfothe applicable
laws, or if it cannot be construed or deemed am@mdhout, in the determination of the Committeaterially altering the
intent of the Plan or the Plan Award, such provisball be stricken as to such jurisdiction, persoRlan Award and the
remainder of the Plan and any such Plan Award séaikin in full force and effect.

10. Changes in Capital Structure

Plan Awards granted under the Plan andPdaly Award Agreements, the maximum number of shafr&tock subject to all Plan Awards
and Incentive Stock Options stated in Section &(&) the maximum number of shares of Stock witheetsip which any one person may be
granted Plan Awards during any period stated ini@e&(d) shall be subject to adjustment or subistih, as determined by the Committee in
its sole discretion, as to the number, price odkiha share of Stock or other consideration sulgesuch Plan Awards or as otherwise
determined by the Committee to be equitable (fhaevent of changes in the outstanding Stock trércapital structure of the Company by
reason of stock or extraordinary cash dividenasskssplits, reverse stock splits, recapitalizati@organizations, mergers, consolidations,
combinations, exchanges, or other relevant chaimgeapitalization occurring after the Date of Grafiny such Plan Award or (ii) in the ev
of any change in applicable laws or any changeéraumstances which results in or would result iy anbstantial dilution or enlargement of
the rights granted to, or available for, Particiigaor which otherwise warrants equitable adjustrbecause it interferes with the intended
operation of the Plan. Any adjustment in Incen®teck Options under this Section 10 shall be maudi¢ to the extent not constituting a
"modification” within the meaning of Section 424(@®)) of the Code, and any adjustments under thii@et0 shall be made in a manner wt
does not adversely affect the exemption providedyant to Rule 168-under the Exchange Act. Further, with respeétlém Awards intende
to qualify as "performance-based compensation” uSeetion 162(m) of the Code, such adjustmentsilostgutions shall be made only to the
extent that the Committee determines that suchstdnts or substitutions may be made without cagusia Company to be denied a tax
deduction on account of Section 162(m) of the Catie. Company shall give each Participant noticeroédjustment hereunder and, upon
notice, such adjustment shall be conclusive andibgnfor all purposes.

Notwithstanding the above, in the everamy of the following:



A. The Company is merged or consolidated with anathgvoration or entity and, in connection therewitbinsideration is receivi
by shareholders of the Company in a form other 8taok or other equity interests of the survivimgity;

B. All or substantially all of the assets of the Compare acquired by another pers

C. The reorganization or liquidation of the Company; o
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D. The Company shall enter into a written agreemenntiergo an event described in clauses A, B ordve)

then the Committee may, in its discretion and uableast 10 days advance notice to the affectesbpsr cancel any outstanding Plan Awards
and pay to the holders thereof, in cash or Stockng combination thereof, the value of such Plavals based upon the price per share of
Stock received or to be received by other sharensldf the Company in the event. The terms of$leistion 10 may be varied by the
Committee in any particular Plan Award Agreement.

11. Effect of Change in Control
Except to the extent reflected in a patdc®lan Award Agreement or other written agreenttiveen the Company and a Participant:

(a) In the event of a Change in Control, all Plan Avgastiall become immediately vested and exercisatuleany restriction
applicable to shares of Restricted Stock shallitete with respect to 100 percent of the sharefestto such Plan Award;
provided, however, that no such vesting or termination shall océ€provision has been made in writing in connectigth such
transaction for (a) the continuation of the Plad/anassumption of such Plan Awards by a successporation (or a parent or
subsidiary thereof) or (b) the substitution forstRian Awards of new options on Restricted Stoclra covering the stock o
successor corporation (or a parent or subsidiasetif), with appropriate adjustments as to the rarmabd kinds of shares and
exercise prices. In the event of any such continoagssumption or substitution, the Plan and/chdelan Awards shall contin
in the manner and under the terms so provided.

(b) In addition, in the event of a Change in Controé Committee may in its discretion and upon attl#@slays' advance notice
the affected persons, cancel any outstanding Pleards and pay to the holders thereof, in cashamksbr any combination
thereof, the value of such Plan Awards based upemptice per share of Stock received or to be vedddy other shareholders
the Company in the event.

(c) The obligations of the Company under the Plan dimlhinding upon any successor corporation or ézxg#ion resulting from
the merger, consolidation or other reorganizatibthe Company, or upon any successor corporatiarganization succeeding
to substantially all of the assets and businesseoCompany. The Company agrees that it will magrapriate provisions for
the preservation of Participants' rights underRlan in any agreement or plan which it may enter ar adopt to effect any such
merger, consolidation, reorganization or transfeassets.

12. Nonexclusivity of the Plan

Neither the adoption of this Plan by theaBbnor the submission of this Plan to the stodldaa of the Company for approval shall be
construed as creating any limitations on the paf¢he Board to adopt such other incentive arrareggmas it may deem desirable, including,
without limitation, the granting of stock optiontherwise than under this Plan, and such arrangesmeay be either applicable generally or
only in specific cases.

13. Amendments and Termination

(@& Amendment and Termination of the Plan.The Board may amend, alter, suspend, discontinueyminate the Plan or a
portion thereof at any timgrovidedthat no such amendment, alteration, suspensiotpmisiuation or termination shall be
made without shareholder approval if such appr®/akcessary to comply with any tax or regulateguirement
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applicable to the Plan (including as necessarygognt the Company from being denied a tax dedaaioaccount of
Section 162(m) of the Code); aprovided furtheithat any such amendment, alteration, suspensisooulinuance ¢



termination that would impair the rights of any #Rapant or any holder or beneficiary of any Plawakd theretofore granted
shall not to that extent be effective without tlemsent of the affected Participant, holder or biereefy.

(b)  Amendment of Plan Award AgreementsThe Committee may waive any conditions or rightdarhamend any terms of,
alter, suspend, discontinue, cancel or terminatg Pdan Award theretofore granted or the associBted Award Agreement,
prospectively or retroactively; provided that amgls waiver, amendment, alteration, suspensionpdtgwiance, cancellation or
termination that would impair the rights of any #Rapant in respect of any Plan Award theretoforanged shall not to that
extent be effective without the consent of thea#d Participant.

(©) Repricing. Notwithstanding any other provision of this Plan,amendment or modification of the Plan or of atgc® Option
Agreement may lower the exercise price of a prestiopgranted award, nor may the Board, the Commdtabe Company
cancel and regrant an Option with the effect ofioépg an Option, without in either case sharehokjgproval.

* % %

This plan was originally adopted as theé¥®@ Instruments Inc. 2000 Stock Option Plan" byBbard of Directors of Veeco
Instruments Inc. on April 3, 2000 and approvedhsy stockholders of Veeco Instruments Inc. on May2D®0 and later amended with the
approval of the Board of Directors and the stoc#bod of Veeco Instruments Inc. on May 11, 2001, W@y2002 and May 11, 2003. On
March 30, 2004, the Board of Directors approvetjestt to stockholder approval, an amendment artdteraent of this plan, including a
change in the name of this plan to the "Veeco Umsénts Inc. 2000 Stock Incentive Plan."”
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VEECO INSTRUMENTS INC.
100 Sunnyside Boulevard, Suite B
Woodbury, NY 11797

PROXY FOR ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 7, 2004

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby appoints Edward H. BraunJahd F. Rein, Jr. or either of them, each withgolwer of substitution and re-
substitution, proxies to vote at the Annual Meetriggtockholders of Veeco Instruments Inc. (thertpany") to be held on May 7, 2004 at
9:30 a.m. (New York City time) at the Corporate @en395 North Service Road, Lower Auditorium, Mié&; New York and at all
adjournments or postponements thereof, all shdresromon stock of the Company which the undersigaeshtitled to vote as directed on the
reverse side, and in their discretion upon suchratiatters as may come before the meeting.

The shares represented hereby will be voted inrdacae with the choices specified by the stockhdlugriting on the reverse side. IF NOT
OTHERWISE SPECIFIED BY THE STOCKHOLDER, THE SHARREPRESENTED BY THIS PROXY WILL BE VOTED FOR THE
ELECTION OF EACH OF THE NOMINEES FOR DIRECTOR NAMEON THE REVERSE SIDE AND FOR THE OTHER MATTERS
DESCRIBED ON THE REVERSE SIDE.

(CONTINUED AND TO BE SIGNED ON THE REVERSE SIDE.)

ANNUAL MEETING OF STOCKHOLDERS OF
VEECO INSTRUMENTS INC.

MAY 7, 2004
Please date, sign and mail your proxy card in theelepe provided as soon as possible.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THH.ECTION OF DIRECTORS AND "FOR" PROPOSALS 2
THROUGH 4. PLEASE SIGN, DATE AND RETURN PROMPTLY INHE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN
BLUE OR BLACK INK AS SHOWN HERE X

PROPOSAL 1. Election of three Class | Directors

NOMINEES: Heinz K. Fridrich O WITHHOLD FOR ALL
Roger D. McDaniel a AUTHORITY EXCEPT



Irwin H. Pfister a FOR ALL FOR ALL (See
NOMINEES NOMINEES instructions)

INSTRUCTIONS: To withhold authority to vote for a O O O

individual nominee(s), mark "For All Except" andl fn

the circle next to each nominee you wish to witdhals

shown here:X

FOR AGAINST ABSTAIN

PROPOSAL 2. Approval of an amendment to the Veeco O O O
Instruments Inc. First Amended and Restated Empl&teck
Purchase Plai
PROPOSAL 3. Approval of an amendment and restatenfehe O O O
Veeco Instruments Inc. 2000 Stock Option P
PROPOSAL 4. Ratification of the appointment of E&sroung O O O

LLP as auditors of the Company for the fiscal yeding
December 31, 200:

Transaction of such other business as may properhe before
the Meeting or any adjournment there

To change the address on your account, please thedlox New address:
below and indicate your new address in the addyesse
provided. Please note that changes to the registenme(s) on tr

account may not be submitted via this methd

Signature of Stockholdt Date Signature of Stockholde Date

Note: Please sign exactly as your name or namesaamn this Proxy. When shares are held jointlghdw®lder should sign. When signing
executor, administrator, attorney, trustee or giaardplease give full title as such. If the sigizea corporation, please sign full corporate name
by duly authorized officer, giving full title as &l If signer is a partnership, please sign inrmgaghip name by authorized person.

QuickLinks

VEECO INSTRUMENTS INC. 100 Sunnyside Boulevard,t8 Woodbury, NY 11797

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS to be hetsh May 7, 200:

VEECO INSTRUMENTS INC. 100 Sunnyside Boulevard,t88 Woodbury, NY 11797

PROXY STATEMENT

SECURITY OWNERSHIP

PROPOSAL 1 ELECTION OF DIRECTORS

MANAGEMENT

COMPENSATION

Summary Compensation Table

Option Grants in Last Fiscal Year Individual Grants

Aggregated Option Exercises in Last Fiscal YearRisdal Year-End Option Values

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSFON

AUDIT COMMITTEE REPORT

PERFORMANCE GRAPH Cumulative Total Return Of VeeSoxx Index, Peer Group And S&P Smallcap 600 Index
PROPOSAL 2 AMENDMENT OF VEECO INSTRUMENTS INC. FIRRAMENDED AND RESTATED EMPLOYEE STOCK PURCHASE
PLAN

PROPOSAL 3 AMENDMENT AND RESTATEMENT OF VEECO INSTRMENTS INC. 2000 STOCK OPTION PLAN
PROPOSAL 4 RATIFICATION OF THE APPOINTMENT OF ERNSTYOUNG LLP AS AUDITORS

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE



OTHER MATTERS
AMENDMENT NO. 2 TO VEECO INSTRUMENTS INC. FIRST AMBDED AND RESTATED EMPLOYEE STOCK PURCHASE PLAN

AMENDMENT AND RESTATEMENT OF VEECO INSTRUMENTS INCQ000 STOCK OPTION PLAN (to be renamed the VEECO
INSTRUMENTS INC. 2000 STOCK INCENTIVE PLAN



