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SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported):
February 28, 1998

VEECO INSTRUMENTSINC.

(Exact name of registrant as specified in its @rart

Delaware 0-16244 11-2989601
(State or other juris- (Commission (IRS Employer
diction of incorporation)  File Number) Identification No.)

Terminal Drive, Plainview, New York 11803
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area c@de)349-8300
Not Applicable

(Former name or former address, if changed sirstadgort)



Item 5. Other Events.

On February 28, 1998, Veeco Instruments Inc., @a®ate corporation (the "Registrant") signed a diéfim merger agreement with Digital
Instruments, Inc., of Santa Barbara, Californiaidifal"), pursuant to which Digital agreed to mesrgith and into the Registrant. Under the
merger agreement, each outstanding share of thialcstpck of Digital (the "Digital Shares") willdoconverted into the right to receive that
number of the Registrant's shares as determineiiviling 5,633,725 by the aggregate number of Bidgkhares issued and outstanding
immediately prior to the filing of an agreementaérger and certificate of merger with the Secretdr$tate of California and Delaware,
respectively, upon surrender of the certificateth&oRegistrant representing such shares of Digitaimon stock. The merger is intended to
be accounted for as a pooling of interests trarmsacthe consummation of the merger is subjectniaraber of conditions, including appro'
by the Registrant's shareholders, confirmation fthenRegistrant's independent accountants regaiticgncurrence that the merger may be
accounted for as a pooling of interests and readiphy necessary governmental and third party exuss

On March 2, 1998, the Registrant issued a presaselannouncing the execution of the merger agreeme

Item 7. Financial Statements, Pro Forma Financial Information and Exhibits.

(c) Exhibits.
99.1  Agreement and Plan of Merger Among Veeco Instruments Inc. and Digital
Instruments, Inc. and its Security Holder s dated February 28, 1998.

99.2 Press release dated March 2, 1998.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the

registrant has duly caused this report to be sigmeitk behalf by the undersigned hereunto dul@nized.

VEECO INSTRUMENTSINC.

Dat e: March 6 , 1998 By: /s/ Edward H. Braun

Edward H. Braun
Chai rman, Chief Executive O ficer

and Presi dent
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EXHIBIT 99.1

AGREEMENT AND PLAN OF MERGER
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AND
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER, dated as of FebruaB; 1998, among Veeco Instruments Inc., a Delawangoration
("VEECQ"), Digital Instruments, Inc., a Californi@rporation (the "COMPANY"), and the stockholdastdd on Schedule 3.02(a) hereof |
"STOCKHOLDERS").

The Boards of Directors of the Company and Veea ltetermined that it is advisable and in the bestests of their respective
stockholders for the Company to merge with and \feeco with the result that Veeco shall be theising corporation (the "MERGER"),
upon the terms and conditions set forth hereiniaratcordance with the provisions of the Califor@ieneral Corporation Law (the "CGCL")
and the Delaware General Corporation Law (the "DGQCL

NOW, THEREFORE, in consideration of the mutual cwvws set forth herein, it is agreed as follc
I. DEFINITIONS.
1.01 CERTAIN DEFINITIONS. For purposes of this MergAgreement, the following terms shall have tH®feing meanings:

(a) "AFFILIATE" of any Person shall mean a Persdriol directly or indirectly through one or morednnediaries, controls, or is controlled
by, or is under common control with, such Person.

(b) "BENEFIT PLANS" shall have the meaning setlfart Section 3.14(a).

(c) "CERTIFICATES OF MERGER" shall have the meanseg forth in
Section 2.02.

(d) "CGCL" shall have the meaning set forth in teeitals to this Merger Agreement.

(e) "CLOSING" shall have the meaning set forth éct®n 2.03.

(f) "CLOSING DATE" shall have the meaning set fonthSection 2.03.

(g) "COBRA" shall have the meaning set forth intgest3.14(e).

(h) "CODE" shall mean the Internal Revenue Cod&9&6, as amended, and the rules and regulationsutgated thereunder.

(i) "COMMISSION" or "SEC" shall mean the United &a Securities and Exchange Commiss



() "COMPANY" shall have the meaning set forth retrecitals to this Merger Agreement.
(k) "COMPANY COMMON STOCK" shall mean the commorasés of the Company.
() "CONSTITUENT CORPORATIONS" shall have the meamset forth in Section 2.01.

(m) "CONTRACT" shall mean any agreement, arrangéng@mmitment, indemnity, indenture, instrumenasle or understanding, including
any and all amendments, supplements, and modditatwhether oral or written) thereto, whether @rin writing.

(n) "DAMAGES" shall have the meaning set forth iecBon 8.02.
(o) "DGCL" shall have the meaning set forth in theitals to this Merger Agreement.

(p) "DIGITAL AFFILIATES" shall have the meaning sktrth in
Section 5.14(a).

(q) "EFFECTIVE TIME" shall have the meaning setlfoin Section 2.02.

() "ENVIRONMENT" shall mean the soil, land surfagesubsurface strata, surface waters (includinggadle waters, ocean waters,
streams, ponds, drainage basins, and wetlandsindnaters, drinking water supply, stream sedimetsyient air (including indoor air),
plant and animal life, and any other environmentatlium or natural resource.

(s) "ENVIRONMENTAL LAWS" shall mean any state, fedeor local laws, ordinances, codes or regulati@feting to pollution, natural
resources, protection of the Environment, or pulbéialth and safety, including, without limitatidaws and regulations relating to the
handling and disposal of medical and biologicalteas

(t) "EQUITY SECURITIES" shall mean any (i) capitabck or any securities representing any othergdntierest or (ii) any securities
convertible into or exchangeable for capital stockny other rights, warrants or options to acqgairg of the foregoing securities.

(u) "ERISA" shall mean the Employee Retirement medSecurity Act of 1974, as amended.
(v) "ERISA AFFILIATE" shall mean with respect toyaperson (i) any corporation which is a member obatrolled group of corporations,
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within the meaning of Section 414(b) of the Codeaybich that person is a member, (ii) any tradéusiness (whether or not incorporated)
which is a member of a group of trades or busireegeder common control, within the meaning of

Section 414(c) of the Code, of which that persce isember, and (iii) any member of an affiliated/&e group, within the meaning of
Section 414(m) and (o) of the Code, of which thespn or any entity described in clause (i) origiik member.

(w) "EXCHANGE ACT" shall mean the Securities ExcgarAct of 1934, as amended.

(x) "FAIRNESS OPINION" shall have the meaning seth in
Section 6.06.

(y) "FINANCIAL STATEMENTS" shall have the meaningtsforth in
Section 3.05.

(z) "FIRPTA" shall mean the Foreign Investment &wél Property Tax Act of 1980.
(aa)"GAAP" shall mean United States generally atmmépccounting principles.

(bb)"GOVERNMENTAL AUTHORITY" shall mean any goverrant or any agency, bureau, board, commission, cdepartment, official,
political subdivision, tribunal or other instrumality of any government, whether federal, stateooal, domestic or foreign.

(cc)"HAZARDOUS SUBSTANCES" shall mean (i) any hadaus or toxic waste, substance or material defasesuch in (or for the purposes
of) any Environmental Law, (ii) asbestos-containmaterial, (iii) medical and biological waste, (plychlorinated biphenyls, (v) petroleum
products, including gasoline, fuel oil, crude aibdeother various constituents of such products(adny other chemicals, materials or
substances, exposure to which is prohibited, lidyite regulated by any Environmental Laws.

(dd)"HSR ACT" shall mean the Hart-Scott-Rodino Amnist Improvements Act of 1976, as amended.

(ee)"INTELLECTUAL PROPERTY" shall have the meansgf forth in
Section 3.15.

(fH"IRS" shall mean the Internal Revenue Servitéhe United States or any successor agency, aridetextent relevant, the United States
Department of the Treasury.

(99)"ISSUANCE DATE" shall have the meaning setlfart Section 8.01.
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(hh)"KNOWLEDGE" shall mean, (i) with respect to mdividual, the actual knowledge, after reasonatgiry, of such individual, and (ii)
with respect to any Person other than an individhal actual knowledge, after reasonable inquifyhe officers and directors of such entity
or other persons performing similar functions.

(il)"LAW" shall mean any constitutional provisiom any statute or other law, rule or regulation iy &overnmental Authority and any
decree, injunction, judgment, order, ruling, assesg or writ.

(D"LEASED REAL PROPERTY" shall have the meanirgg forth in
Section 3.16(b).

(kk)'LEASED TANGIBLE PROPERTY" shall have the meagiset forth in Section 3.17(b).
(IN"LEASES" shall have the meaning set forth ircten 3.16(b).
(mm)"LICENSES" shall have the meaning set fortisaction 3.07(b).

(nn)"LIEN" shall mean any lien, pledge, mortgageed of trust, security interest, claim, lease, ghaoption, right of first refusal, easement,
servitude, encroachment or other survey defectstea restriction or other encumbrance of any ratvhmatsoever.

(00)"MATERIAL ADVERSE EFFECT" shall mean, with resgt to any entity or group of entities, any evehfange or effect that is
materially adverse to the condition (financial tnerwise), properties, assets, liabilities, busnegperations or results of operations of such
entity and its subsidiaries, taken as a whole.

(pp)"MATERIAL CONTRACT" shall mean any Contract rgred to be listed on Schedule 3.09(a).
(0q)"MERGER" shall have the meaning set forth ia tecitals to this Merger Agreement.
(rm)"MERGER AGREEMENT" shall mean this Agreementdplan of Merger.

(ss)"MERGER CONSIDERATION" shall have the meaniergfsrth in
Section 2.05(a).

(t)"MULTIEMPLOYER PLAN" shall have the meaning detth in
Section 3.14(a).



(uu)"'NASDAQ" shall mean The NASDAQ Stock Marketcln

(vw)"OWNED REAL PROPERTY" shall have the meaningifeeth in
Section 3.16(a).

(Ww)"OWNED TANGIBLE PROPERTY" shall have the meagiset forth in
Section 3.17(a).

(xx)"PBGC" shall mean the Pension Benefit Guar&uyporation or any successor thereto.

(yy)"PERSON" shall mean any individual, corporatibmited liability company, partnership, firm, jgiventure, association, joint-stock
company, trust, unincorporated organization, oeptirganization, whether or not a legal entity, ang Governmental Authority.

(z2)"PROXY STATEMENT" shall have the meaning setlidn Section 5.10(b).

(aaa)"RELEASE" shall mean any spilling, leaking,tting, discharging, depositing, escaping, leachohgnping, or other releasing, whether
intentional or unintentional.

(bbb)'SECURITIES ACT" shall mean the Securities A£1933, as amended.
(ccc)"'STOCKHOLDER INDEMNITEES" shall have the meagiset forth in Section 8.03.
(ddd)'STOCKHOLDERS" shall have the meaning setfantthe recitals to this Merger Agreement.
(eee)'SUBSIDIARY" shall have the meaning set fantisection 3.03.

(ffH"SURVIVING CORPORATION" shall have the meanisgt forth in Sec-tion 2.01.
(099)"TANGIBLE PROPERTY LEASES" shall have the miganset forth in Sec-tion 3.17(b).

(hhh)"TAX" or "TAXES" shall mean any and all tax@ghether Federal, state, local or foreign), inahggiwithout limitation, income, profits,
franchise, gross receipts, payroll, sales, employmese, property, withholding, excise, occupatiaiye added, ad valorem, transfer and
other taxes, duties or assessments of any natuatsedver, together with any interest, penaltiesdadlitions to tax imposed with respect
thereto.



(iii)"TAX RETURNS" shall mean any returns, repoasd forms required to be filed with any GovernmeAtahority.

(i)"THREATENED" shall mean the following: a clainproceeding, dispute, action, or other matter bglideemed to have been "Threatel
if any demand or statement has been made (orallywriting) or any notice has been given (oralhirowriting) that would lead a prudent
Person to conclude that such a claim, proceedisgute, action, or other matter is likely to beemt=d, commenced, taken, or otherwise
pursued in the future.

(kkk)"VEECO" shall have the meaning set forth ie tiecitals to this Merger Agreement.

(IN"VEECO AFFILIATES" shall have the meaning detth in
Section 5.14(b).

(mmm)"VEECO AUTHORIZATIONS" shall have the meaniset forth in
Section 4.09.

(nnn)"VEECO BALANCE SHEET" shall have the meanirg forth in
Section 4.06.

(000)"VEECO BALANCE SHEET DATE" shall have the mé&amset forth in Section 4.05.
(ppp)"VEECO FINANCIAL STATEMENTS" shall have the meing set forth in Section 4.04.
(qgg)"VEECO OPTIONS" shall have the meaning sehfor Section 4.02(b).

(rr)"VEECO'S BROKERS" shall have the meaning setfin
Section 4.12.

(sss)"VEECO SEC DOCUMENTS" shall have the meanetdarth in
Section 4.04.

(ttt)"VEECO SHARES" shall mean the common stocR1%ar value per share, of Veeco.
(uuu)"'VEECO STOCKHOLDERS MEETING" shall have theanéng set forth in Section 5.10(a).

1.02 The words "hereof," "herein," "hereby" andréhender,” and words of like import, refer to thigider Agreement as a whole and not to
any particular Section hereof. References hereamjoSection, Schedule or Exhibit refer to suchtiSe®f, or such Schedule or Exhibit to,
this Merger Agreement, unless the context othervdgeires. All pronouns and any variations thereéér to the masculine, feminine or
neuter gender, singular or plural, as the conteagt raquire.



II. THE MERGER

2.01 THE MERGER. At the Effective Time (as defiriedBection 2.02 hereof) of the Merger, the Compsimgll be merged with and into
Veeco. The separate existence of the Companytbieaiupon cease and Veeco shall continue its cagpexistence as the surviving
corporation (the "SURVIVING CORPORATION") under tteavs of the State of Delaware under its presemtend he Company and Veeco
are sometimes referred to collectively herein as'@ONSTITUENT CORPORATIONS".

2.02 EFFECTIVE TIME OF THE MERGER. At the Closirgs(defined in

Section 2.03 hereof), the parties hereto shalleélisin agreement of merger substantially in trenfof EXHIBIT A-1 annexed hereto to be
executed and filed with the Secretary of StatdefState of California, as provided in Section 1@bthe CGCL and (ii) a certificate of
merger substantially in the form of EXHIBIT A-2 aed hereto to be executed and filed with the $agref State of the State of Delaware,
as provided in

Section 252 of the DGCL (collectively, the "CERTTATES OF MERGER"), and shall take all such othet further actions as may be
required by law to make the Merger effective. Therder shall become effective as of the date ane @ifthe filing of such Certificates of
Merger. The date and time of such effectivenessedegred to herein as the "EFFECTIVE TIME".

2.03 CLOSING OF THE MERGER. Unless this Merger Agment shall theretofore have been terminated pot$adhe provisions of
Section 9.01 hereof, the closing of the Merger (iesing") shall take place on the second busideasgsfollowing the day on which the last
of the conditions set forth in Articles VI and \Hereof are fulfilled or waived, subject to appliataws (the "CLOSING DATE"), at the
offices of Kaye, Scholer, Fierman, Hays & HandldrP, 425 Park Avenue, New York, New York 10022 wsl@nother time, date or place is
agreed to in writing by the parties hereto.

2.04 EFFECTS OF THE MERGER. At the Effective Tinf¢le Merger:

(a) the separate existence of the Company shalkcaad the Company shall be merged with and inex®,ewhich shall be the Surviving
Corporation;

(b) the Certificate of Incorporation and By-Laws\#eco as in effect immediately prior to the EffeetTime shall be the Certificate of
Incorporation and By-Laws of the Surviving Corparatuntil each shall thereafter be amended in atwre with each of their terms and as
provided by law;

(c) the directors of Veeco immediately prior to Hfective Time shall be the initial directors bktSurviving Corporation, subject to Section
5.17, and the officers of Veeco immediately primttte Effective Time shall be the initial officestthe Surviving Corporation, each to hold
office in accordance with



the Certificate of Incorporation and By-Laws of tBerviving Corporation, in each case until thegpective successors are duly elected and
qualified;

(d) the Surviving Corporation shall possess allrthbts, privileges, immunities and franchisesagfublic as well as of a private nature, of
each of the Constituent Corporations, and all pitypeeal, personal, and mixed, and all debts due/batever account, and all other choses in
action, and all and every other interest of or bgiog to or due to each of the Constituent Corponatshall be taken and deemed to be
transferred to and vested in the Surviving Corporatvithout further act or deed; and

(e) the Surviving Corporation shall thenceforthrégponsible and liable for all liabilities and gations of each of the Constituent
Corporations, and any claim existing or action mrcpeding pending by or against either of the Gesit Corporations may be prosecute:
if such Merger had not taken place or the Survidogporation may be substituted in its place. Ngithe rights of creditors nor liens upon
the property of either of the Constituent Corparagi shall be impaired by the Merger.

2.05 CONVERSION OF SHARES. As of the Effective Tirbg virtue of the Merger and without any furthetian on the part of Veeco, the
Company, or any holder of any Equity Securitiethef Constituent Corporations:

(a) Each share of Company Common Stock issued atsthading immediately prior to the Effective Tisteall be converted into the right to
receive that number of Veeco Shares (the "Merge@s{dieration") as determined by dividing (x) 5,628 by (y) the aggregate number of
shares of Company Common Stock issued and outsgidimediately prior to the Effective Time, uponrsmder of the certificates to Veeco
representing such shares of Company Common Stock.

(b) The Merger Consideration shall be adjustecttiect fully the effect of any stock split, revergdit, stock dividend (including any divide
or distribution of securities convertible into VeeShares or Company Common Stock), reorganizatemapitalization or other like change
with respect to Veeco Shares or Company Commork®toeurring after the date hereof and prior toHiffective Time.

(c) No fraction of a Veeco Share will be issued,ibdieu thereof each holder of shares of Comp@oynmon Stock who would otherwise be
entitled to a fraction of a Veeco Share (after aggting all fractional shares of Veeco Shares tebeived by such holder) shall receive from
Veeco an amount of cash (rounded to the nearedewkat) equal to the product of (i) such fractionltiplied by (ii) the average closing
price of a Veeco Share for the



twenty most recent days that Veeco Shares havedranding on the trading day immediately prioti® Effective Time, as reported on
NASDAQ.

(d) All Company Common Stock by virtue of the Margad without any action on the part of the holdbeseof, shall no longer be
outstanding and shall be canceled and retired laalticease to exist, and each holder of a cendicapresenting any Company Common
Stock shall thereafter cease to have any rights regpect to such Company Common Stock, exceptgheto receive the Merger
Consideration for the Company Common Stock uporstineender of such certificate in accordance with Section.

(e) Promptly after the Effective Time, Veeco shmitlke available to an exchange agent designatdaebg@ampany and Veeco the Merger
Consideration issuable in exchange for shares offamy Common Stock and cash in an amount suffiéeergayment in lieu of fractional
shares pursuant to Section 2.05(c).

(fH Promptly following proper delivery of a certifite representing Company Common Stock by the httdeeof to the exchange agent
designated by the Company and Veeco, Veeco shakcsuch exchange agent to deliver to such holdertidicate representing the Merger
Consideration times the number of shares of Com@arngmon Stock represented by the certificate so@teld by such holder.

2.06 SUBSEQUENT ACTION. If, at any time after thid€tive Time, the Surviving Corporation shall caes or be advised that any deeds,
bills of sale, assignments, assurances and any attiens or things are necessary, desirable qrguro vest, perfect or confirm, of record or
otherwise, in the Surviving Corporation its rigtitle or interest in, to or under any of the righisoperties or assets of the Constituent
Corporations as a result of, or in connection witle, Merger, the officers and directors of the Siiimg Corporation shall be authorized to
execute and deliver, in the name and on behatli@fonstituent Corporations or otherwise, all suedds, bills of sale, assignments and
assurances and to take and do, in the name anehaif of the Constituent Corporations or otherwédkesuch other actions and things as may
be necessary or desirable to vest, perfect or mwordny and all right, title and interest in, to anmdtler such rights, properties or assets in the
Surviving Corporation or otherwise to carry oustMerger Agreement.

IIl. REPRESENTATIONS AND WARRANTIES OF THE COMPANXND THE STOCKHOLDERS.
The Company and each of the Stockholders jointty ssverally, represent and warrant to Veeco as\ist
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3.01 ORGANIZATION OF THE COMPANY. The Company igarporation duly organized, validly existing andgmod standing under the
laws of the State of California, and is qualifiedioensed as a foreign corporation to do busiiregsch other jurisdiction where the failure to
so qualify could reasonably be expected to haveteNal Adverse Effect upon its business or openati The jurisdictions where the
Company is so qualified to do business as a foretgporation are set forth in Schedule 3.01. Then@any has all requisite corporate power
to own, operate and lease its assets and to caiitg business as now being conducted. The Comipasiglelivered to Veeco correct and
complete copies of its Articles of IncorporatiordaBy-Laws as in effect on the date hereof.

3.02 CAPITALIZATION. (a) The authorized capital stoof the Company consists of 100,000 shares of 2oy Common Stock, of which
50,250 are issued and outstanding as of the dadefrend 52,193.5 will be issued and outstandingéaliately prior to the Closing. A
complete list of the record and beneficial owndralbthe issued and outstanding shares of Comg@amgmon Stock as of the date hereof and
as of the time immediately prior to the Closing aimel holdings of each such record and beneficialesvare set forth in Schedule 3.02(a), and
such shares are or immediately prior to the Closiiigoe owned of record and beneficially by sudrgons free and clear of all
Encumbrances. All of the outstanding shares of GomgCommon Stock have been or immediately prigh¢oClosing will be duly

authorized and validly issued and are or immedigtebr to the Closing will be fully paid and nosassable and were or immediately prior to
the Closing will have been issued in conformityhwaipplicable laws. No other shares of capital sttidcke Company are or will be
outstanding or held as treasury shares. Exceptdersh in Schedule 3.02(a), no legend or othfaremce to any purported Lien appears upon
any certificate representing shares of the Com@mymon Stock.

(b) Except as set forth in Schedule 3.02(b), tlaeeeno outstanding Equity Securities, or othergattions to issue or grant any rights to
acquire any Equity Securities, of the Company gr@frits Subsidiaries, or any Contracts to restrieebr recapitalize the Company or any of
its Subsidiaries. There are no outstanding Corgtrafcthe Company or any of its Subsidiaries to relpase, redeem or otherwise acquire any
Equity Securities of the Company or any such SuésidAll outstanding Equity Securities of the Caamy have been duly authorized and
validly issued and are fully paid and nonassessafdewere issued in conformity with applicable lafs of the Closing, no options,
warrants, convertible securities or rights willdercisable or exchangeable for, convertible iotamtherwise give its holder any right to
acquire shares of capital stock of the Company.

(c) Contemporaneously with the execution and defieé this Agreement Stockholders holding a mayooi the outstanding Company
Common Stock, calculated on a fully-diluted bakeye each executed and delivered
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an Irrevocable Proxy with respect to its shareSahpany Common Stock in the form attached as EXHIBI

3.03 SUBSIDIARIES. Schedule 3.03 contains a listath subsidiary of the Company, including as slidases for the purposes of this
Agreement Digital Instruments GmbH, a company oighunder the laws of Germany, and Robin Hill Rrtigs, Inc., a corporation
organized under the laws of the State of Califqrb@h of which are now owned by Affiliates of tBempany and both of which will become
subsidiaries of the Company on or before the Cipgiach, a "SUBSIDIARY" and collectively, the "SUBBARIES"), including its name,
jurisdiction of incorporation or organization, otherisdictions in which it is qualified or licendeo do business as a foreign corporation,
capitalization (including the identity of each dtholder and the number of shares held by eachh Babsidiary is a corporation duly
organized, validly existing and in good standinglemthe laws of its jurisdiction of organizationsa forth on Schedule 3.03, with full
corporate power and authority to own its properdieg to engage in its business as presently coadlactd is not required to qualify or be
licensed as a foreign corporation in any othesgliation where failure to so qualify could reasdgdd® expected to have a Material Adverse
Effect. Except as set forth on Schedule 3.03,falh@ outstanding Equity Securities of each Subsydare owned of record and beneficially
the Company or one or more Subsidiaries, free srat of Liens. No legend or other reference to pumported Lien appears upon any
certificate representing equity securities of e8absidiary. All of the outstanding Equity Secustif each Subsidiary have been duly
authorized and validly issued and are fully paid annassessable and were issued in conformityagpigiicable laws. There are no
outstanding options, warrants, convertible se@gitir other rights to subscribe for, to purchas€antracts to issue or grant any rights to
acquire, any Equity Securities of any Subsidiaryoarestructure or recapitalize any Subsidiary.r€tee no outstanding Contracts of any
Subsidiary to repurchase, redeem or otherwise eequly Equity Securities of any Subsidiary. The @any has delivered or made available
to Veeco complete and correct copies of the Cesttiéi or Articles of Incorporation and By-Laws oh@t organizational documents of each
Subsidiary, as in effect on the date hereof.

3.04 AUTHORIZATION. The Company has full corpora@wver and authority to execute, deliver and perftris Merger Agreement and t
Certificates of Merger and to consummate the tretitmas contemplated hereby. Each of the Stockhsldas the right, capacity and all
requisite authority to execute, deliver and perftiis Merger Agreement and to consummate the tctioss contemplated hereby. The
execution, delivery and performance of this Meygreement, the Certificates of Merger and all oth@cuments and agreements to be
delivered pursuant hereto and the consummatioheofransactions contemplated hereby have beereddlyalidly authorized by the board
directors and stockholders of the Company, andthera@orporate proceedings on the part of the Compee necessary to authorize this
Merger Agreement, the Certificates of Merger ang @fated documents or
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agreements or to consummate the transactions cplattsd hereby. As of the Closing, no stockholdethefCompany will have any rights to
dissent under applicable law and there will bemaras of the Company entitled to dissenters' oraagg rights. This Merger Agreement has
been duly and validly executed and delivered byGbmpany and each of the Stockholders and thefiCatéis of Merger when executed at
the Closing will be duly and validly executed aredivered by the Company. This Merger Agreement titutes a legal, valid and binding
agreement of the Company and each of the Stockfsotagorceable in accordance with its terms andCémtificates of Merger when execu
at the Closing will be legal, valid and binding egments of the Company enforceable in accordartbetigir terms.

3.05 FINANCIAL STATEMENTS. The Company has delivéi® Veeco (i) balance sheets for the Company &eoember 31, 1996, 1995,
1994 and 1993, and related statements of incomektsblders' equity and cash flows for the fiscalrgethen ended, together with the audit
reports thereon of Arthur Andersen LLP, (ii) undadibalance sheets for Digital Instruments Gmbldfddecember 31, 1996 and 1997, and
related statements of income for the fiscal yeages £nded (iii) an unaudited balance sheet foriRBldl Properties, LLC as of December 31,
1997, and related statement of income for the Ifigear then ended and (iv) an unaudited combindshba sheet for the Company and its
Subsidiaries as of December 31, 1997 and relatedbiced statements of income, stockholders' equitycash flows for the fiscal year then
ended (collectively, the "FINANCIAL STATEMENTS").He Financial Statements fairly present the findrabadition, results of operations
and cash flows of the Company or the Company anflubsidiaries, as the case may be, on the daldsmathe financial periods then ended,
in accordance with GAAP consistently applied. Theass been no material change in the Company's atingupolicies, except as described
in the notes to the Financial Statements.

3.06 NO UNDISCLOSED LIABILITIES. Neither the Companor any of its Subsidiaries has any obligatiotiadility of any nature
(matured or unmatured, fixed or contingent) whiok material to the Company and its Subsidiarid®rtaas a whole other than those (i) set
forth or adequately provided for in the balanceestod the Company or such Subsidiary, as the casebm, as at December 31, 1996, (ii) not
required to be set forth on such balance sheetr &P, or (iii) incurred in the ordinary course lufisiness since December 31, 1996 and
consistent with past practice.

3.07 COMPLIANCE WITH LAW; GOVERNMENTAL AUTHORIZATIONS. (a) Each of the Company and its Subsidiarisschanplied in
all respects with, is not in violation of, and e received notices of violation with respectany Law with respect to the conduct of its
business, or the ownership or operation of itsrimss, except such failures to comply or violatiasgould not reasonably be expected to
a Material Adverse Effect on the Company.
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(b) Each of the Company and each of its Subsididrés obtained all licenses, permits, certificatessents and approvals from Governme
Authorities (the "LICENSES") that are necessarythar business and operations of the Company or Subhidiary, as the case may be,
except where the failure to obtain or have any ducbnses could not reasonably be expected to Adwaterial Adverse Effect on the
Company. All such Licenses are listed in Sched&(®), are in full force and effect, and no writtgotice of any material violation has been
received by the Company or any Subsidiary in retspieany such License. Except as set forth in Salee8.07(b), the consummation of the
transactions contemplated hereunder and the operatithe business of the Company by the Survi@ogporation in the manner in which it
is currently operated will not require the trangféany License that may not be transferred tdsheviving Corporation without the consen
approval of any Governmental Authority or otherdeer.

3.08 NO CONFLICTS. Except as set forth in Sche@®uls8, the execution, delivery and performance leyGbmpany of this Merger
Agreement and the consummation of the transactiontemplated hereby will not (a) violate any prauisof the Articles of Incorporation or
By-Laws or other organizational documents of thenBany or any of its Subsidiaries, (b) violate, erifo conflict with, or constitute a default
(or an event which, with notice or lapse of timéboth, would constitute a default) under, or reBylor provide the basis for, the termination
of, or accelerate the performance required byxouge performance by any Person of any of its abibgs under, or cause the acceleration of
the maturity of any debt or obligation pursuantaoresult in the creation or imposition of any i.igpon any property or assets of the
Company or any of its Subsidiaries under, any Malt€ontract to which the Company or any of its Sldlaries is a party or by which any of
their property or assets are bound, or to whichdrtiie property or assets of the Company or angs@ubsidiaries is subject, (c) subject to
compliance with the HSR Act, violate any Law apalite to the Company or any of its Subsidiariegddwriolate or result in the revocation or
suspension of any License.

3.09 CONTRACTS. (a) Schedule 3.09 contains a comgled accurate list, and the Company has delivarethde available to Veeco true
and complete copies (or, in the case of oral cotgr@aummaries), of:

(i) each Contract that is executory in whole opart and involves performance of services or defied goods or materials by the Company
or any of its Subsidiaries of an amount or valuexness of $200,000;

(i) each Contract that is executory in whole opart and was not entered into in the ordinary sewf business and that involves
expenditures or receipts of the Company or anysdbubsidiaries in excess of $50,000;
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(iii) each lease, rental or occupancy agreemesgnfie agreement, installment and conditional galeaent, and any other Contract affec
the ownership of, leasing of, title to, use ofaay leasehold or other interest in, any real osqeal property (except personal property leases
and installment and conditional sales agreementisipa value per item or aggregate payments ofthess $10,000 per annum;

(iv) other than licensing agreements entered imtmoinnection with product sales in the ordinaryrsewf the Company's or any of its
Subsidiaries' business, each material licensingeagent or any other material Contract with respepatents, trademarks, copyrights, or
other Intellectual Property, including material @awcts with current or former employees, consuttaot contractors regarding the
appropriation or the non-disclosure of any of thiellectual Property;

(v) each collective bargaining agreement and ahgraContract to or with any labor union or othempdogee representative of a group of
employees;

(vi) each joint venture, partnership, and any othaterial Contract (however named) involving a sttpof profits, losses, costs or liabilities
by the Company with any other Person;

(vii) each Contract containing covenants that in aay purport to restrict the business activityted Company or any of its Subsidiaries or
limit the freedom of the Company or any of its Sdlagies to engage in any line of business or impete with any Person;

(viii) each Contract providing for material paymeid or by any Person based on sales, purchasefits, other than direct payments for
goods;

(ix) each power of attorney that is currently effee and outstanding granted by and relating toGbmpany or any of its Subsidiaries;

(x) each Contract that contains or provides foempress undertaking by the Company or any of itssiliaries to be responsible for
consequential damages;

(xi) each Contract that is executory in whole opart and involves capital expenditures in excés56,000;
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(xii) each written warranty, guaranty, and/or othignilar undertaking with respect to contractuaf@enance extended by the Company or
any of its Subsidiaries other than in the ordinayyrse of business; and

(xiii) each Contract with any employee, directorodfficer.

(b) Each Material Contract is in full force ande=ff and enforceable in accordance with its termisj¢st to bankruptcy, insolvency and other
proceedings at law or in equity relating to théntigof creditors generally).

(c) Except as set forth in Schedule 3.09(c), ed¢cheoCompany and each of its Subsidiaries hagl&alfin all material respects all obligations
required pursuant to each Material Contract to Hmeen performed by it.

(d) Except as set forth in Schedule 3.09(d), ndrtbewCompany or any of its Subsidiaries has resakany written notice of default under any
Material Contract, no default (beyond any applieaipiace or cure period) has occurred under anyribontract on the part of the
Company or any of its Subsidiaries or, to the Caomyfsaknowledge, on the part of any other partydtemor has any event occurred which
with the giving of notice or the lapse of time bmth, would constitute any default on the parthef €Company or any of its Subsidiaries under
any Material Contract nor, to the Company's knogkdas any event occurred which with the givingatfce or lapse of time, or both,
would constitute any default on the part of anyeotbarty to any Material Contract.

(e) Except as set forth in Schedule 3.09(e), nsewnor approval of any party to any of the MateCiantracts is required for the execution,
delivery or performance of this Merger Agreementhar consummation of the transactions contemplag¢edby to which the Company or any
of its Subsidiaries is a party.

(f) Except as set forth in Schedule 3.09(f), tokhewledge of the Company, no officer, directorety or employee of the Company or an'
its Subsidiaries is bound by any Contract that prigpto limit the ability of such officer, directagent or employee to (i) engage in or
continue any conduct, activity or practice relatinghe business of the Company or such Subsidirthe case may be, or (ii) assign to the
Company or to any other Person any rights to amgrition, improvement or discovery.

3.10 LITIGATION. Except as set forth in Schedul&B.there are no actions, suits or legal, admatiste, arbitration or other proceedings or
governmental investigations pending or, to the Camy{s knowledge, Threatened against the Compaamyoof its Subsidiaries before or by
any Governmental Authority, and, to the Company's
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knowledge, no basis exists for any such actionefikas set forth in Schedule 3.10, none of the Gmypr any of its Subsidiaries is a party
to or subject to any judgment, order, writ, injuont decree or award of any Governmental Authority.

3.11 BOOKS AND RECORDS. The books and records ®Gbmpany and its Subsidiaries, all of which hasenbmade available to Veeco,
set forth in all respects all material transactiafiscting the Company and its Subsidiaries, amth fiooks and records have been properly
kept and maintained and are complete and correadt material respects.

3.12 TAXES. Except as set forth in Schedule 3.48 Gompany does not own stock, and has not prdyioused stock, in any corporation.
At all times since its formation, the Company haaliied as an "S corporation," as defined in Setti361(a)(1) of the Code, for federal and
all relevant state and local tax purposes andasititinue to so qualify through the Closing Datee TBompany and each Subsidiary has filed
or caused to be filed on a timely basis all TaxuR®et that are or were required to be filed by tben@any or such Subsidiary pursuant to the
Laws of each Governmental Authority with taxing mawever the Company and its assets and businessy@ubsidiary and its assets and
business, except where such failure to file cowidreasonable be expected to result in taxes,,fpeslties and other liabilities to the
Company and its Subsidiaries in excess of $100j08t aggregate. Each Tax Return filed by the Caomgpor any Subsidiary was true,
correct and complete in all material respects whesas filed and each Tax Return that will be filed or before the Closing Date will be true,
correct and complete in all material respects whesfiled. The Company and each Subsidiary hdiveled to Veeco complete copies of all
Tax Returns that it has filed for the past thregrgeEach of the Company and each Subsidiary hdsppd axes that have or may have
become due pursuant to those Tax Returns, or otberar pursuant to any assessment received bgdahwany or such Subsidiary, except
such Taxes, if any, as are being contested in fgttdand as to which adequate reserves have lregited in the Financial Statements. All
Tax Returns required to be filed by the Compangror Subsidiary for the period from the date hergpfo and including the Closing Date
have been or will be timely filed, and all Taxes $ach period will be paid by the Company or suohsidiary. Except as set forth in Schec
3.12, all Tax Returns of the Company and each 8idrgihave been audited by the IRS or relevant @Gouental Authorities or are closed by
the applicable statute of limitations for all tal@pears through December 31, 1993. All deficieagmposed (including interest, penalties
and additions to tax that were or are proposecttadsessed thereon, if any) as a result of sudts dnave been paid, reserved against in the
Financial Statements, settled, or, as describ&tiedule 3.12, are being contested in good faitapgpyopriate proceedings. All Taxes that
Company or any Subsidiary is, or was, required éw tto withhold and collect have been duly withhetdi collected and, to the extent
required, have been paid to the appropriate Goventeth Authority. Except as set forth in ScheduliE23neither the Company nor any
Subsidiary has given, or been requested to givesengaor extensions (or is
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or would be subject to a waiver or extension gikgrany other entity) of any statute of limitatioe$ating to the payment of Taxes for which
it may be liable. Except as set forth in Schedul® 3there are no Liens with respect to Taxes @mynof the properties or assets, real or
personal, tangible or intangible, of the Compangmy Subsidiary. Neither the Company nor any Sudnsichas agreed, nor is it required, to
include in income any adjustment pursuant to Sectitil(a) of the Code (or similar provisions of atlav or regulations) by reason of a
change in accounting method or otherwise. NeitheiGompany nor any Subsidiary has, with regarchyoassets or property held by the
Company or any Subsidiary, filed a consent to thaieation of

Section 341(f)(2) of the Code. There is no agreg¢mgan, arrangement, or other contract coveringeanployee or independent contractor of
the Company or any Subsidiary that could give toséhne payment of any amount that could not be dele by the Company, any Subsidi
or Veeco pursuant to

Section 280G of the Code. Neither the Company ngr3ubsidiary is a "U.S. real property holding aogiion,” as defined in

Section 897(c)(2) of the Code. There is no taxiagaagreement that will require any payment byG@oenpany or any Subsidiary after the
date of this Merger Agreement. No Subsidiary iperSonal holding company,” a "foreign personal ingjecompany,” a "passive foreign
investment company,” an "FSC" or a "DISC," as daiin Code Sections 542, 552, 1297, 922 and 99@entively. No Subsidiary is a
"controlled foreign corporation,” as defined in @d8lection 957, which has, or will have, accumulaachings and profits (for purposes of
Code

Section 1248) for all taxable periods ending ptioand up to and including the Closing Date.

3.13 ABSENCE OF CERTAIN CHANGES OR EVENTS. Excegptsat forth herein and in Schedule 3.13, since iDbee 31, 1996, neither
the Company nor any of its Subsidiaries has:

(a) changed any of the Company's or such Subsiglianghorized or issued capital stock; grantedsamgk option or right to purchase shares
of capital stock of the Company or such Subsidiasyed any Equity Security; granted any regisiratights; purchased, redeemed, retired,
or otherwise acquired any shares of any such dapitek; or, except as permitted by Section 5.1@&dife declared or paid any dividend or
other distribution or payment in respect of shafesapital stock;

(b) amended the Articles of Incorporation or By-fa@r other organizational documents of the Compmarrsuch Subsidiary;

(c) other than in the ordinary course of the Comyfsaar such Subsidiary's business and other thanadisalaries paid to newly hired
employees not in excess of $50,000 per employe@andal increases in salary not in excess of $00p@0 employee, paid or increased any
bonuses, salaries, or other compensation to acktsttder, director, officer or employee or enteirgtd any employment, severance, or
similar Contract with any director, officer, or elopee, since December 31, 1997,
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(d) adopted, amended or otherwise increased thagaig to or benefits under, any Benefit Plan fowvibh any employees of the Company or
such Subsidiary;

(e) damaged, destroyed or lost any asset or psopethe Company or such Subsidiary, whether orcoeered by insurance, where such
damage, destruction or loss could reasonably beateg to have a Material Adverse Effect on the Camygp

(H materially amended, renewed, failed to reneggatiated, terminated (other than due to any sdbddixpiration) or received written noti

of termination (other than due to any scheduledratipn) of any Material Contract (or any Contragdtich if in existence would constitute a
Material Contract), or defaulted (beyond any aggtlle notice or grace period) on any of its obligrasi under any Material Contract or ente

into any new Material Contract or took any actibattcould reasonably be expected to jeopardizedhgnuance of its material supplier or

customer relationships;

(9) sold (other than sales of inventory in the wady course of business), leased, or otherwis@sdipof any material asset or property of the
Company or such Subsidiary or mortgaged, pledgeitingosed any Lien on any material asset or prgpdrthe Company or such
Subsidiary, including the sale, lease, or othepabgion of any of the Intellectual Property;

(h) incurred or assumed any long-term debt (inclgdibligations in respect of capital leases) inessof $10,000, in the aggregate, (ii)
assumed, guaranteed, endorsed or otherwise betbieedr responsible (whether directly, continggtl otherwise) for the obligations of
any other Person (other than endorsements of cletks ordinary course) in excess of $10,000hedggregate, or (iii) made any loans,
advances or capital contributions to, or investnignany Person other than a Subsidiary (not inolydigital Instruments GmbH) in excess
of $10,000, in the aggregate;

() paid, discharged or satisfied any claims, litibs or obligations (absolute, accrued, assestaghasserted, contingent or otherwise), other
than in the ordinary course of business consistithtpast practice, or failed to pay or otherwiaésfy any material claims, liabilities or
obligations on a basis, and within the time, caesiswith past practice;

(j) cancelled or waived any material claims or tigh

(k) except as described in the notes to the Fimdstatements materially changed any of the acaoyimethods used by the Company or
such Subsidiary;
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(I) merged or consolidated with or into any otherd®n; or
(m) agreed, whether orally or in writing, to do afithe foregoing.

Except as set forth herein and in Schedule 3.h8edDecember 31, 1996, there has not been any iMaAelverse Effect with respect to the
Company.

3.14 EMLOYEE BENEFIT PLANS. (a) Except as set fartschedule 3.14(a), and except for customarygibgractices and policies,
including overtime compensation, paid vacationijday and sick days, paid leaves of absence, teawitliutomobile allowances and expense
reimbursements, in any case which are describ#teiemployee handbook which has been deliverecetx®, neither the Company nor any
of its Subsidiaries (i) maintains or contribute®tdas any obligation with respect to, and nonthefemployees of the Company or any of its
Subsidiaries is covered by, any bonus, deferrecpemisation, severance pay, pension, profit-shargigement, insurance, stock purchase,
stock option, or other fringe benefit plan, arramget or practice, written or otherwise, or any otteenployee benefit plan,” as defined in
Section 3(3) of ERISA, whether formal or informabllectively, the "BENEFIT PLANS"). None of the Beiit Plans is, and neither the
Company nor any of its Subsidiaries (or any ofrtERISA Affiliates) has ever maintained or had &figation to contribute to, or incurred
any other obligation with respect to, (i) a plaibjset to Section 412 of the Code or Title |, Suéti, Part 3 of ERISA, (ii) a "multiemployer
plan," as defined in Section 3(37) of ERISA, (a "MUEMPLOYER PLAN"), (iii) a "multiple employer plafi as defined in ERISA or the
Code, or (iv) a funded welfare benefit plan, asraef in

Section 419 of the Code. Neither the Company ngradiits Subsidiaries has any agreement or comnmitritecreate any additional Benefit
Plan, or to modify or change any existing Beneffiir® The Company and its Subsidiaries do not hayeother ERISA Affiliates.

(b) With respect to each Benefit Plan, the Comgaas/heretofore delivered or caused to be deliveredade available to Veeco true, correct
and complete copies of (i) all documents which casgpthe most current version of each of such BeRé&dn, including any related trust
agreements, insurance contracts, or other fundimgvestment agreements and any amendments tharetdji) with respect to each Benefit
Plan that is an "employee benefit plan,” as define8ection 3(3) of ERISA, (w) the three most rdo&nnual Reports (Form 5500 Series) i
accompanying schedules for each of the Benefitsfianwhich such a report is required, (x) the noostent summary plan description (and
any summary of material modifications), (y) thestimost recent certified financial statements é&mheof the Benefit Plans for which such a
statement is required or was prepared, and (®doh Benefit Plan intended to be "qualified" witthe meaning of Section 401(a) of the
Code, all IRS determination letters issued witlpees to such Plan. Except as set forth in Sche@lik(b), since the date of the documents
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delivered, there has not been any material changfeeiassets or liabilities of any of the Beneliri? or any change in their terms and
operations which could reasonably be expectedféztadr alter the tax status or materially affénet tost of maintaining such Plan, and none
of the Benefit Plans has been or will be amendeéat o the Closing Date. Except as set forth inesithe 3.14(b), each of the Benefit Plans
can be amended, modified or terminated by the Cosnpaa Subsidiary within a period of thirty (3(ys, without payment of any additior
compensation or amount or the additional vestingogeleration of any such benefits, except to dent that such vesting is required under
the Code upon the complete or partial terminatioany Benefit Plan intended to be qualified witkive meaning of Section 401(a) of the
Code.

(c) The Company and each of its Subsidiaries hesipeed and complied in all material respects wailihof its obligations under and with
respect to the Benefit Plans and each of the BeRkfins has, at all times, in form, operation athahiaistration complied in all material
respects with its terms, and, where applicablerejeirements of the Code, ERISA and all otheriapple Laws. Each Benefit Plan which is
intended to be "qualified" within the meaning ot8en 401(a) of the Code has been determined biRBeo be so qualified and nothing has
occurred which reasonably could be expected toradiseaffect such qualified status.

(d) All group health plans covering employees & @ompany or any of its Subsidiaries have beenabgein material compliance with the
continuation coverage requirements of

Section 4980B of the Code (and any predecessoigiwasg) and Part 6 of Title | of ERISA ("COBRA")-— Neither the Company nor any of
its Subsidiaries has any obligation to provide thebénefits or other non-pension benefits to rdtoreother former employees (or their
beneficiaries), except as specifically requiredJ6yBRA.

(e) Neither the Company, any of its Subsidiariesarny other "disqualified person" or "party in irgst," as defined in

Section 4975 of the Code and Section 3(14) of ERI88pectively, has engaged in any "prohibitedstaation," as defined in Section 4975 of
the Code or Section 406 of ERISA, with respectrip Benefit Plan nor have there been any fiducianjations under ERISA which could
subject the Company or any of its Subsidiariesafor officer, director or employee thereof) to aepnalty or Tax under Section 502(i) of
ERISA or Sections 4971 and 4975 of the Code.

(f) Except as set forth in Schedule 3.14(f), witkpect to any Benefit Plan: (i) no filing, applioator other matter is pending with the IRS,
the PBGC, the United States Department of Lab@ngrother governmental body, (ii) there is no act&uit or claim pending nor, to the
knowledge of the Company, Threatened, other thatin® claims for benefits, and (iii) there are ndstanding material liabilities for Taxes,
penalties or fees.
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(9) Except as set forth in Schedule 3.14(g), neithe execution and delivery of this Merger Agreaimer the consummation of any or all of
the contemplated transactions will: (i) entitle ayrent or former employee of the Company or dnysdSubsidiaries to severance pay,
unemployment compensation or any similar payméhgdgcelerate the time of payment or vesting eréase the amount of any
compensation due to any such employee or formetogme, or (iii) directly or indirectly result in gpayment made or to be made to or on
behalf of any person to constitute a "parachutenat” within the meaning of

Section 280G of the Code.

3.15 INTELLECTUAL PROPERTY.

(a) The Company or its Subsidiaries own or haveitited to make, have made, use, sell, and licelhsea and useful inventions, discoveries
and all letters patent (including but not limitedatl reissues, extensions, renewals, divisionscamtinuations thereof and thereto (including
continuations-in-part)) and all applications therefJse (as such term is defined below), sell &ehbke all copyrights, mask works,
trademarks and service marks and all registratimasapplications for registration thereof; Usel @edl license all trade secrets, know-how,
inventory, algorithms, methods, processes, progyeokthodologies, computer software (includingraitlimited to source code in object
code and source code form), design, functionahrieal and other specifications (for computer safsvand other properties) and all other
tangible and intangible proprietary materials amfdrimation required for the conduct of the busingsthe Company and its Subsidiaries
("Intellectual Property"). For the purposes of t8iction 3.15, "Use" (and as the context requitésed”) means the right to use, execute,
distribute, publish, reproduce, perform, displagnsmit, make available, make modifications angbgre derivative works.

(b) Except as set forth on Schedule 3.15(b), vatpect to the Intellectual Property which the Comypar its Subsidiaries own, and to the
extent of their rights therein, Veeco shall hawetight to (i) sue for (and otherwise assert claionsand shall have no limitation on its ability
to recover damages and obtain any and all otheopppte remedies available at law or equity foy past, present or future infringement,
misappropriation or other violation thereof

(and settle all such suits, actions and procee}ifijsseek appropriate protection therefor (irdihg where appropriate the right to seek
copyright, trademark and service mark registratemd letters patent in the United States and h#rotountries and governmental divisions);
and (iii) claim all rights and priority thereunderthe extent, if any, that the Company or anytoSubsidiaries is entitled to claim any such
rights and priority notwithstanding the other pions of this Agreement.
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(c) Schedule 3.15(c) sets forth a complete andragelist (i) in subsection 1, of all letters pdtewned by the Company or its Subsidiaries;
(i) in subsection 2, of all U.S. Federal trademankl service mark registrations owned by the Compaiits Subsidiaries; (iii) in subsection
3, of all U.S. common law trademarks and servicekmawned by the Company or its Subsidiaries;ifigubsection 4, of all U.S. letters
patent owned by the Company or its Subsidiarieslhre as of the date hereof subject to a reissageeding in the U.S. Patent and
Trademark Office (the "PTQO"); (v) in subsectioroball applications for U.S. letters patent filegldnd subject to ongoing prosecution by the
Company or its Subsidiaries, (vi) in subsectionfell applications for letters patent in jurisdicts other than the United States filed by and
subject to ongoing prosecution by the Companysoitbsidiaries; (vii) in subsection 7, of all apptions for U.S. Federal trademark or
service mark registrations filed by and subjeatrigoing prosecution by the Company or its Subsika(viii) in subsection 8, of all
applications for trademark or service mark regigire in jurisdictions other than the United Stdilesi by and subject to ongoing prosecut
by the Company or its Subsidiaries; and (ix) insdtion 9, of all patent interference and similarcpedings in which the Company (or an
its Subsidiaries) is involved, including but nahited to interferences and the like asserted agdiasCompany and interferences and the like
which the Company has provoked.

(d) Except as set forth in Schedule 3.15(d), (ipathorship in the computer software, documentatsoftware design, technical and
functional specifications created by the Compango8ubsidiaries and used in products or sendoeated by the Company or its
Subsidiaries (including but not limited to the sddte in the controllers sold by the Company butwekog software owned by others that is
part of hardware purchased by the Company formse products or services), is original and (li}camputer software and related
documentation manuals contained or Used in prodfdiscluding documentation and product and usenunals) or services provided by the
Company or its Subsidiaries are owned by or licdrieghe Company or its Subsidiaries and such $esprovide the Company or its
Subsidiaries with the right to sublicense or othisevauthorize use of the licensed subject matttraio customers and authorized third party
users.

(e) (i) Except for third parties which have rigptsrsuant to the agreements set forth in Schedu&f}B) and except for rights granted to the
customers of the Company, the Company or its Sidygd have the sole and exclusive right to Uskkase license each of the copyrights
owned by the Company or its Subsidiaries and toendke, sell and license each item of Intelled®raperty listed in Schedule 3.15(c),
subsections 1 and 2, hereto (the foregoing collelstireferred to as "Company-Owned IP Registratipand (ii) except as set forth in
Schedule 3.15(e), the Company and its Subsidiaries
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have no knowledge that any of the Company-Owndgdgistrations are invalid, unenforceable or nosgiimg. With the exception of
copyright rights, all Company-Owned IP Registrasitvave been and currently remain duly registerdld ariissued by the appropriate
governmental agency of the United States or ofiareountries as indicated in Schedule 3.15(c)ssations 1 and 2, hereto and all required
maintenance and annuity fees have been paid itofalhd all declarations required pursuant to 15.C. Sections 1058 and 1065 (and foreign
counterparts to the same) have been accepted Ilpyaher governmental authority.

(f) () Schedule 3.15(f)(A) sets forth a completelaccurate list of the agreements, including lotitimited to license agreements, and of all
parties thereto under which the Company or anysobubsidiaries obtains or is the beneficiary of l@@ense or right to use any Intellectual
Property right of any third party (singularly orlleatively, a "Licensed-In Agreement" or the "Licad-In Agreements") and (ii) Schedule
3.15(f)(B) sets forth a complete and accurateofishe material agreements, including but not lgdito license agreements, to which the
Company or any of its Subsidiaries is a party amsyant to which a third party is authorized to deg of the Intellectual Property rights of
the Company or any of its Subsidiaries.

(9) Except as set forth in Schedule 3.15(g), ed¢hencopyrights owned by the Company or its Subsigls and each item of Intellectual
Property listed in the Schedules delivered purst@mBection 3.15(c) hereto, excluding subsectitime®eof (the "Company-Owned IP") (i) is
free and clear of any attachments, liens, secumigrests, UCC filings or any other encumbrand@sis(not subject to any outstanding judic
order, decree, judgment or stipulation or to amgament restricting the scope of the Company'ssd@ubsidiaries’ use thereof; (iii) together
with each item of Intellectual Property which then@pany or any of its Subsidiaries has a right te tispractice pursuant to one or more
Licensed - In Agreements, is not subject to anissactions, claims or demands of any third panty o action or proceeding, whether
judicial, administrative or otherwise, has beertifated, is pending or, to the knowledge of the @amy, threatened which challenges
affects the rights of the Company or any of its Sdiaries in the same.

(h) Except as set forth in Schedule 3.15(h), (i)hae the Company nor any of its Subsidiaries leggived any claim that, any cease and d
or equivalent letter regarding, or any other notitany allegation to the effect that any of thexpany's or the Subsidiaries' products,
software, apparatus, methods or services whiclCtmepany or its Subsidiaries make, Use, sell, affgsrovide infringes upon,
misappropriates or otherwise violates the IntellacProperty of any third party; (ii) the Compamgdats Subsidiaries have no knowledge of
any unauthorized Use by, unauthorized disclosure to
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or by or infringement, misappropriation or otheolation of any of their Intellectual Property byyathird party or any current or former
officer, employee, independent contractor, constilta any other agent of the Company or any obiibsidiaries (a "Company Agent” or the
"Company Agents");

(iii) neither the Company nor any of its Subsidéarhas entered into any agreement to indemnifittargy party against any claim of
infringement, misappropriation or other violatiohliotellectual Property rights other than indemedtion provisions contained in purchase
orders, customer agreements, Licensed-In Agreenoestsftware licenses arising in the ordinary cewskbusiness; and (iv) during the last
ten (10) years neither the Company nor any ofitss&liaries has been charged in any suit, actiggrareeding with, or has charged others
with, unfair competition, infringement, misappragion, wrongful use of or any other violation orgraper or illegal activity with respect to
or affecting Intellectual Property or with claimsntesting the validity, ownership or right to makise, sell, license or dispose of Intellectual
Property.

(i) Except as set forth in Schedule 3.15(i), (Ic@mputer software created by employees of the oy within the scope of their
employment by the Company and used in Company ptedu services and all original copyrightable auhip therein is owned by the
Company; (ii) all rights in all inventions and dis@ries made, developed or conceived by Companyt&ghiring the course of their
employment (or other retention) by the Company miaterial to the business of the Company or its idrges or made, written, developed
or conceived with the use or assistance of the Goiylp facilities or resources and which are thgestitof one or more issued letters pater
applications for letters patent have been assignediting to the Company; (iii) the policy of tt@ompany and its Subsidiaries requires each
employee of the Company to sign documents configritiat he or she assign to the Company all Inteis@d®roperty rights made, written,
developed or conceived by him or her during thesewof his or her employment (or other retentionjie Company and relating to the
business of the Company or its Subsidiaries or madten, developed or conceived with the usessistance of the Company's facilities or
resources to the extent that ownership of any ftefiectual Property rights does not vest in tleerpany by operation of law, and to the
extent that any employee of the Company has nailged such documents, the Company will require smeployee to execute such
documents at or before the Closing; and (iv) akllectual Property rights made, written, developedonceived by each Company Agent
during the course of his or her retention by then@any and material to the business of the Compaitg 8ubsidiaries have been assigned or
licensed to the Company or its Subsidiaries, exadytre the failure to have obtained one or morguch assignments or licenses would not
have a Material Adverse Effect on the Company.
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(j) Except as set forth in Schedule 3.15()), theellactual Property owned by, licensed to or Usgdhle Company or its Subsidiaries prior to
the execution of this Agreement will enable Veegbsgquent to the Effective Time to fully carry oitheut restriction all aspects of the
business of the Company and its Subsidiaries ascatie extent such business was carried on bZtimepany or its Subsidiaries prior to the
Merger. Except as set forth in Schedule 3.15(g,@lompany or its Subsidiaries either own all rigie and interest in, or have a valid,
binding, continuing and transferable right to Usépf such Intellectual Property.

(k) To the extent that any moral rights or rightslmit moral are deemed to exist or apply in amysdiction to any computer software,
documentation, specifications, products or otheten (whether or not the Company or its Subsidsaowns the copyright(s) therein) and
that such rights are owned by or vest in the Commauits Subsidiaries or the Company Agents, thex@any and its Subsidiaries agree to
hereby waive or hereby agree to seek a waiveniorfaf the Company and its Subsidiaries, Veecoinsliccessors of any and all such m
rights or rights of droit moral, and in additiohetCompany and its Subsidiaries agree and conlffiatlneeco and its successors shall have the
right to make derivative works of and in all otlreays and by all means modify all software, speatfans, documentation and other material
subject to copyright protection owned by the Conypamits Subsidiaries.

() The Company believes that it has taken all@eable and practicable steps to protect and preskevconfidentiality of all Intellectual
Property (including without limitation trade se@@ind source code) not subject to copyright oeiddetters patent ("Confidential IP
Information™). The Company believes that all Usetlioy Company or any of its Subsidiaries of ConftagnP Information not owned by the
Company or any of its Subsidiaries has been apdrsuant to the terms of a written agreement betilee Company (or one of its
Subsidiaries) and the owner of such Confidentitdrination, or is otherwise lawful.

(m) The Company and each of its Subsidiaries wailatl acts necessary or reasonably requesteddore by Veeco in order to perfect title to
the Intellectual Property in Veeco, including, vaith limitation, to execute and deliver to Veeco ang all oaths, assignments, affidavits and
other documents in form and substance as may bestzf by Veeco; to communicate all facts know@dmpany relating to the Intellectual
Property; to furnish Veeco with any and all infotina, documents, materials or records of any kinidg control relating to the Intellectual
Property; and to discharge its obligations under ghbsection (m) promptly but in any event withirch time period(s) as is required to allow
Veeco to timely preserve or assert its rights inn@ztion with the maintenance,
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enforcement or defense of the rights in IntellelcRraperty assigned to Veeco hereunder. The rigfatgided in this subsection (m) are
cumulative of any rights of Veeco in this Agreemant! shall be deemed transferable in whole or ihlpaVeeco to its successors and
assigns.

3.16 REAL PROPERTY. (a) Schedule 3.16(a) descrilegal property owned by the Company and its #lidnses (the "OWNED REAL
PROPERTY"). True and complete copies of all --------------- owners policies of title insurancetamed for the benefit of the Company or
any of its Subsidiaries have been delivered or neadéable to Veeco. The Company or one or moiiesd@ubsidiaries has good and
marketable title to all of the Owned Real Propeotyether with all buildings, improvements, fixtut@scluding, without limitation, all heatin
plumbing, air conditioning, ventilation and elecai equipment), rights of way, easements and apparices thereto, free and clear of all
Liens other than (i) municipal and zoning ordina)d@) recorded easements for public utilitiesvésg the Real Property; and (iii) Liens for
Taxes not yet due and payable, none of which naliernterfere with the use or occupancy of anyhaf Real Property; and (iv) the Liens
disclosed in Schedule

3.16(a). Except as set forth in Schedule 3.16{(eQwaned Real Property is legally occupied by tr@r@any or any of its Subsidiaries and not
by any tenants or other occupants. Except as gétifoSchedule 3.16(a), no Owned Real Propertjl bessubject to any lease or sublease at
or immediately after the Closing.

(b) Schedule 3.16(b) contains a list of all leggedlectively, the "LEASES") pursuant to which tBempany or any of its Subsidiaries leases
any real property (the "LEASED REAL PROPERTY" atajjether with the Owned Real Property, the "REALCHERTY"). True and
correct copies of the Leases have been deliverathde available to Veeco. All of the Leases ar&lyhinding and enforceable in accorda
with their terms (subject to bankruptcy, insolvemayd other proceedings at law or in equity relatothe rights of creditors generally), and
are in full force and effect; the Company has rem@ino notice, and has no knowledge, of any delguthe Company or any of its
Subsidiaries (beyond any applicable grace or caridg@) under any of the Leases, and, to the Comp&mpwledge, no other party to any of
the Leases is in breach or default thereunderaliéssors under the Leases have or by the Cld3atg will have consented to the
consummation of the transactions contemplated etelihe extent that the applicable lease req@ives consent, without requiring
modification in the rights or obligations of thenéat under such Leases. No sublease by the Congpamy of its Subsidiaries of any Leased
Real Property is currently in effect. The Compaiaylid its Subsidiaries' leasehold interests areestity no Lien or other encumbrance cre
by the Company.

3.17 TANGIBLE PROPERTY. (a) Schedule 3.17(a) cardahe Company's and its Subsidiaries' depreciddger of all material machinel
equipment, fixtures, motor vehicles and other talegpersonal property owned by the Company and its
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Subsidiaries (collectively, the "OWNED TANGIBLE PREBRTY"). Except as set forth in Schedule 3.17g,&@ompany or one or more of
its Subsidiaries has good title to all Owned TalgRroperty free and clear of all Liens.

(b) Schedule 3.17(b) contains a list as of the datieated in such schedule of (i) all material maery, equipment, fixtures and other tang
personal property owned by another Person sulety capital lease or rental agreement that datestia Material Contract to which the
Company or any of its Subsidiaries is a party @milely, the "LEASED TANGIBLE PROPERTY") and (&) list of the leases of the Leased
Tangible Property (the "TANGIBLE PROPERTY Lease&3ch of the Tangible Property Leases is in fultéoand effect and constitutes a
valid and binding obligation of the Company or @memore of its Subsidiaries and, to the Compaikyi®vledge, the other party thereto,
enforceable in accordance with its terms. The Campas received no notice, and has no knowledganyftlefault by the Company or any
of its Subsidiaries (beyond any applicable graceuoe period) under any of the Tangible Propertgdes, and, to the Company's knowledge,
no other party to any of the Tangible Property lesds in breach or default thereunder.

(c) Except as set forth in Schedule 3.17(c), aln@&Tangible Property and all Leased Tangible Rtgigeollectively, the "TANGIBLE
Property") is in good and usable working conditinarmal wear and tear excepted, and is suitablthéopurposes for which it is used or is
being replaced according to the Company's or itssBliaries' replacement policy.

3.18 ENVIRONMENTAL MATTERS. (a) Each of the Compasgnd its Subsidiaries' ownership and operatidtsdfusiness is and has been
in material compliance with all Environmental Lavigach of the Company and its Subsidiaries has rdxdaall approvals necessary or
required under all applicable Environmental Lawstf® ownership and operation of its businessuath approvals are in effect, neither the
Company nor its Subsidiaries has received writ@ica of any action to revoke or modify any of sagiprovals, and the ownership and
operation of the Company's and its Subsidiariesinasses is and has been in material compliantealliterms and conditions thereof.
Except as set forth in Schedule 3.18(a), neitheiGbmpany nor its Subsidiaries has received wriitdgite of any pending, or Threatened,
claim or investigation by any Governmental Authpot any other Person concerning the Company'sdr Subsidiary's potential liability
under Environmental Laws in connection with the evahip or operation of its business. Except afos#t in Schedule 3.18(a), there has not
been a Release of any Hazardous Substance at,inp&rom or under any premises now or previousiined or occupied by the Company
nor any of its Subsidiaries or upon which its assee or were located at any time during the Coryipar such Subsidiary's ownership and/or
occupancy thereof. None of the Real Property has beis used as a treatment, storage or dispasitityf for Hazardous Substances; and,
except as set forth in Schedule 3.18(a), no Hazar&ubstances are present on any of the Real Broper
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except in such quantities as are handled in mataiapliance with all applicable manufacturer'siinstions and in material compliance with
all applicable Environmental Laws and as are usdtié operation of the Company's or such Subsiditnysiness.

(b) The Company has (i) provided or made availatMeeco all test results, records, notices, d&gles and reports in the Company's or any
of its Subsidiaries' possession or control withpees to the Real Property and any real propertyipusly owned or occupied by the Comp:

or any of its Subsidiaries, including all corresgence with any Governmental Authority as describeSichedule 3.18(b), concerning any .

all past and/or present health, safety and/or enmiental issues or concerns and (ii) made all aliseks, including notice of a Release or
Threatened Release of a Hazardous Substance,a@éaqiithe Company or any of its Subsidiaries urgr Environmental Law.

(c) Except as set forth in Schedule 3.18(c), neitihe Company nor any of its Subsidiaries has veckivritten notice, or otherwise obtained
knowledge, of the existence of any circumstancesnoditions that have a reasonable likelihood stilttng in any Damages for which the
Company or such Subsidiary could be liable arigiagsuant to any Environmental Law.

3.19 LABOR RELATIONS. Except as set forth in Schieddi19, neither the Company nor any of its Subsiés is conducting its business in
violation of any applicable Laws relating to empiognt or labor, including, without limitation, thokaws relating to wages, hours, collective
bargaining, unemployment insurance, workers' corsgimn, equal employment opportunity and the payraed withholding of Taxes.

Except as set forth in Schedule 3.19, no uniorntleeracollective bargaining unit has been certifisdepresenting any of the employees of the
Company or its Subsidiaries nor has the Comparmangrof its Subsidiaries agreed to recognize angruar other collective bargaining unit.
Except as set forth in Schedule 3.19, there alalmr disputes pending or, to the knowledge ofGbenpany and each of its Subsidiaries,
Threatened, involving strikes, work stoppages, dlmwns or lockouts. There are no grievance procgsdin claims of unfair labor practices
filed or, to the knowledge of the Company, Threateto be filed with the National Labor RelationsaBbagainst the Company or any of its
Subsidiaries. To the knowledge of the Company gtfieno union representation or organizing efferiging or Threatened against the
Company or any of its Subsidiaries.

3.20 OFFICERS AND EMPLOYEES. The Company has presfipdelivered or made available to Veeco a true@mplete list of the nam
and current salaries of all the employees of the@any and its Subsidiaries. Except as disclos&thedule 3.20, there is no employment
agreement, employee benefit or incentive compesrsalan or program, severance policy or programnyrother plan or program to which
the Company or any of its Subsidiaries is a pdjtthat is or could, pursuant to its
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terms, be triggered or accelerated by reason iof connection with the execution of this Merger Agment or the consummation of the
transactions contemplated by this Merger Agreere(it) which contains “"change in control" provia®pursuant to which the payment,
vesting or funding of compensation or benefitgiggered or accelerated by reason of or in conoedtiith the execution of or consummation
of the transactions contemplated by this Mergere&grent. Except as set forth in Schedule 3.20, nia@me whose annual salary is in exc
of $50,000 (exclusive of bonuses) has given ndtidee Company or any of its Subsidiaries to canceltherwise terminate such person's
relationship with the Company or its Subsidiaries.

3.21 INSURANCE. Schedule 3.21 contains a complst®f all of the Company's and its Subsidiariedigies of insurance in effect as of the
date hereof. The insurance policies to which thenamy or any of its Subsidiaries is a party proyvidehe reasonable judgment of the
Company's management, adequate insurance coveratle fassets and operations of the Company aailisidiaries in light of present
insurance market conditions. All of such policies & full force and effect, and there is no defdloéyond any applicable grace or cure
period) with respect to any provision containeduiy such policy, nor has there been any failuigite any notice or present any claim under
any liability policy in a timely fashion or in theanner or detail required by such liability poliexcept any such failure as could not
reasonably be expected to have a Material Adveifeetton the Company. The Company has deliveradae available copies of all such
policies to Veeco. Except as set forth in Sche8W24, there are no outstanding unpaid premiumsadns, and no retroactive or retrospective
premium adjustments with respect to such poli@es, no notice of cancellation or nonrenewal has lbeeeived by the Company or any o
Subsidiaries with respect to, or disallowance gf @aim under, any such policy.

3.22 BROKERS AND FINDERS. No broker, finder, agensimilar intermediary has acted on the Compamyany of its Subsidiaries' or &
Stockholder's behalf in connection with this Merggreement or the transactions contemplated hegginythere are no brokerage
commissions, finders' fees or similar fees or cossinns payable in connection therewith based orCamgract with the Company or any of
its Subsidiaries or any Stockholder or any actaken by the Company or any of its Subsidiariesngr$tockholder.

3.23 BANKING RELATIONSHIPS. Schedule 3.23 setsfiditite names and locations of all banks, trust comegasavings and loan
associations and other financial institutions atcllthe Company or any of its Subsidiaries hasrking relationship. At the Closing, the
Company will deliver to Veeco copies of all recondsts or any of its Subsidiaries' possessionluidiag all signatures or authorization cards,
pertaining to such safe deposit boxes and bankuatso

3.24 TRANSACTIONS WITH SHAREHOLDERS AND AFFILIATESEXcept as set forth in Schedule 3.24 and excemdiary, benefits,
other compensation and expense reimbursement
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payable in the ordinary course and consistent past practices, there are no amounts in excess,0d® owing from the Company or any of
its Subsidiaries to any present or former sharedradd Affiliate of the Company or any of its Suliaiies, nor are there any amounts in excess
of $5,000 owing from any such Person to the Comparany of its Subsidiaries, nor are there curgepéinding any transactions between the
Company or any of its Subsidiaries and any suchdPemor since December 31, 1996 have there bgetmaarsactions between the Company
or any of its Subsidiaries and any such Person.

3.25 ACCOUNTS RECEIVABLE. Except as set forth irh8dule 3.25, the accounts receivable of the Companyits Subsidiaries (a) are
bona fide accounts receivable created in the orgliaad usual course of business in connection bt fide transactions and consistent
past practice, (b) are current, and (c) have beapeply accrued in accordance with GAAP consisyeaplied and any reserves or allowar
for doubtful accounts have been properly accrueataordance with GAAP consistently applied.

3.26 INVENTORY. Except as set forth in Schedules3dll the inventories of the Company and its Sdibsies are suitable, useable and
saleable in the ordinary course of business camistith past practices, except to the extent ofrab obsolescence or to the extent written
down or reserved against. Except as set forth ie@ale 3.26, the inventories stated in the Decer@bget996 and December 31, 1997 bal
sheets have been stated in accordance with GAA§istently applied. The Company does not know ofahyerse condition affecting a
material source of materials available to the Camgpa any of its Subsidiaries.

3.27 ACCURACY OF REPRESENTATIONS AND WARRANTIES. I&kpresentations and warranties of the Companfosit in this

Merger Agreement and in any agreement, certifioatgther document required to be delivered or gieevieeco by the Company pursuant to
this Merger Agreement or referred to in this Merggreement or in any such other agreement, ceatdior document will be true and corr

at the Closing Date with the same force and efiedf made on that date.

3.28 POOLING OF INTERESTS. Neither the Companyamoy of its Subsidiaries nor, to the knowledge ef @ompany, any of their
respective directors, officers or stockholdersthéien any action which would interfere with Veeabdity to account for the Merger as a
pooling of interests.

3.29 NO DISPOSITION. None of the Digital Affiliatéms any plan or intention to sell, exchange, bentise dispose of a number of shares
of Veeco Shares received in the Merger that woatllice such Digital Affiliate ownership of Veeco &wto a number of shares having a
value, as of the Effective Time, of less than 8@&est of the value of all of the formerly outstamglistock of the Company held by such
Digital Affiliate as of the Effective Time. For ppwses of this representation, shares of Companyn@onstock surrendered by dissenters or
exchanged for cash in lieu
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of fractional shares of Veeco Shares will be tréa@® outstanding Company Common Stock as of trectfe Time and shares of Company
Common Stock and Veeco Shares held by the Digitiiades and otherwise sold, redeemed or dispadewtior or subsequent to the Merger
are considered in making this representation.

3.30 SOLVENCY. The Company is not under the judtdin of a court in a Title 11 or similar case viitthe meaning of Section 368(a)(3)
(A) of the Code and the fair market value of thee#s of the Company will, as of the Effective Tiragceed the sum of its liabilities, plus the
amount of liabilities, if any, to which the assate subject.

3.31 DISCLOSURE. No representation or warranty aimd in this Merger Agreement and none of thermfdion furnished by the
Company or any of the Stockholders set forth heirithe exhibits or schedules hereto or in angptocument required to be delivered by
the Company or any of the Stockholders to Veecidsaccountants, counsel or other advisers putsaahis Merger Agreement or referred
to in this Merger Agreement or in any such otherutoent, contains any untrue statement of a matagabr omits to state a material fact
necessary to make the statements herein or theoeimisleading.

IV. REPRESENTATIONS AND WARRANTIES OF VEECO
Veeco hereby represents and warrants to the Congmafollows:

4.01 ORGANIZATION OF VECCO. (a) Veeco is a corpaatduly organized, validly existing and in goodraiing under the laws of the
State of Delaware, and is qualified or licensed &sreign corporation to do business in each gtivesdiction where the failure to so qualify
would have a Material Adverse Effect upon its bassior operations. The jurisdictions in which Vesceo qualified to do business as a
foreign corporation are set forth in Schedule 4\0deco has all requisite corporate power to oweyaig and lease its assets and to carry on
its business as now being conducted. Veeco hagededi to the Company correct and complete copidts Qfertificate of Incorporation and
By-Laws as in effect on the date hereof.

(b) Veeco has full corporate power and authoritgxecute, deliver and perform this Merger Agreenaet the Certificates of Merger, and to
consummate the transactions contemplated herelgyeXécution, delivery and performance of this Meggreement, the Certificates of
Merger and all other documents and agreements tielbeered pursuant hereto and the consummatidinecfransactions contemplated her
have been duly and validly authorized by the badidirectors of Veeco. Prior to the Closing, theextion, delivery and performance of this
Merger Agreement, the Certificates of Merger ahatiler documents and agreements to be deliveresipat hereto and the consummation
of the transactions contemplated hereby will bg duid validly authorized by the stockholders
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of Veeco and no other corporate proceedings opdhteof Veeco are necessary to authorize this Mekgeeement, the Certificates of Mer¢
and any related documents or agreements or to gonate the transactions contemplated hereby. Aseo€tosing, no stockholder of Veeco
will have any rights to dissent under applicable.[@his Merger Agreement has been duly and vakdigcuted and delivered by Veeco, and
the Certificates of Merger when executed at thesi@tpwill be duly and validly executed and delivti®y Veeco. This Merger Agreement
constitutes a legal, valid and binding agreemeneasco enforceable in accordance with its termsthadCertificates of Merger when
executed at the Closing will be legal, valid andding agreements of Veeco enforceable in accordaithetheir terms.

4.02 CAPITALIZATION. (a) The authorized capital stoof Veeco consists of 25,000,000 Veeco Shareshath 8,962,960 were issued and
outstanding as of February 26, 1998 and 500,00@sld preferred stock, none of which are outstagdAll of the outstanding Veeco Shares
have been duly authorized and validly issued aadudly paid and nonassessable and were issuezhiiorenity with applicable laws.

(b) As of February 26, 1998, 1,067,121 Veeco Sharre issuable upon the exercise of options gramtelér the Veeco Instruments Inc.
Amended and Restated 1992 Employees' Stock Opléongnd under the Amended and Restated Veeco tmsirs Inc. 1994 Stock Option
Plan for Outside Directors and 135,190 Veeco Shasegs issuable upon the exercise of options graietetiareholders of Wyko Corporation
in the merger of a wholly-owned subsidiary of Veadgth and into Wyko Corporation in July 1997 (calizely, the "WVEECO OPTIONS").
Except for the Veeco Options, there are no outstgnilquity Securities, or other obligations to s grant any rights to acquire any Equity
Securities, of Veeco, or any Contracts to restmectw recapitalize Veeco. There are no outstan@imgiracts of Veeco to repurchase, redeem
or otherwise acquire any Equity Securities of Ve@dboutstanding Equity Securities of Veeco haeeb duly authorized and validly issued
in conformity with applicable laws.

4.03 NON-CONTRAVENTION. The execution, delivery aperformance by Veeco of this Merger Agreementthedconsummation of the
transactions contemplated hereby will not (a) t@kny provision of the Certificate of Incorporatior By-Laws of Veeco, (b) violate, or be
in conflict with, or constitute a default (or aneew which, with notice or lapse of time or both,uMbconstitute a default) under, or result in
the termination of, or accelerate the performaecgired by, or excuse performance by any Persamybf its obligations under, or cause
acceleration of the maturity of any debt or obligatpursuant to, or result in the creation or inipos of any Lien upon any property or ass
of Veeco under, any material Contract to which \éeisca party or by which any of its property oretssare bound, or to which any of the
property or assets of Veeco is subject, excepCortracts wherein the other party thereto has edaddo the consummation of this
transaction,

(c) violate any
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Law applicable to Veeco or (d) violate or resulthe revocation or suspension of any material Beepermit, certificate, consent or approval
from a Governmental Authority that is necessarntli@ business and operations of Veeco.

4.04 REPORTS. Veeco has furnished to the Compamieaand complete copy of each statement, repagistration statement (with the
prospectus in the form filed pursuant to Rule 424ftthe Securities Act), definitive proxy staterheand other filings filed with the SEC by
Veeco since January 1, 1995, and, prior to theckffe Time, Veeco will have furnished the Comparithirue and complete copies of any
additional statements, reports and documents Wii¢hithe SEC by Veeco prior to the Effective Tintel(ectively, the "VEECO SEC
Documents"). All documents required to be fileceahibits to the Veeco SEC Documents have beeresh fAll Veeco SEC Documents we
filed as and when required by the Exchange AcherSecurities Act, as applicable. The Veeco SEQuBents include all statements, reports
and documents required to be filed by Veeco purttsigatine Exchange Act and the Securities Act. Aghefr respective filing dates, the Ve
SEC Documents complied in all material respecth tie requirements of the Exchange Act and the r8iesuAct, as applicable, and none of
the Veeco SEC Documents contained any untrue séatieofi a material fact or omitted to state a matdact required to be stated therein or
necessary to make the statements made thereightrof the circumstances in which they were maxd¢ misleading, except to the extent
corrected by a subsequently filed Veeco SEC DoctinName of Veeco's subsidiaries is required todilg statements, reports or documents
with the SEC. The financial statements of Veecoitsmsdubsidiaries, including the notes theretoluded in the Veeco SEC Documents (the
"VEECO FINANCIAL STATEMENTS"), complied as to formm all material respects with applicable accountieguirements and with the
published rules and regulations of the SEC witpeesthereto as of their respective dates (exceptay be indicated in the notes thereto or,
in the case of unaudited statements included int@dy Reports on Form 10-Q, as permitted by Fo@¥Qlof the SEC). The Veeco Financial
Statements fairly present the consolidated findrociadition, operating results and cash flows oéseand its subsidiaries at the dates and
during the periods indicated therein in accordamitle GAAP consistently applied (subject, in theea$ unaudited statements, to normal,
recurring year-end adjustments and additional fotetalisclosures). There has been no material chiandgeeco's accounting policies except
as described in the notes to the Veeco Financiéfients. At all times since January 1, 1995 Véeso(i) filed as and when due all
documents required to be filed with NASDAQ, andl dtherwise timely performed all of Veeco's obligas pursuant to the rules and
regulations of NASDAQ.

4.05 ABSENCE OF CERTAIN CHANGES. Since December1®¥97 (the "WVEECO BALANCE SHEET DATE"), Veeco artd subsidiaries
have conducted their business in the ordinary eocossistent with past practice and there hasewireed: (i) any change, event or condition
(whether or not covered by insurance) that hadtesbsin, or might reasonably be expected to raauth Material Adverse Effect to Veeco;
except
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as listed on Schedule 4.05, any acquisition, saleansfer of any material asset of Veeco or anysofubsidiaries other than in the ordinary
course of business and consistent with past pediig any change in accounting methods or pcagti(including any change in depreciation
or amortization policies or rates) by Veeco or eewaluation by Veeco of any of its assets;

(iv) any declaration, setting aside, or paymerd dfvidend or other distribution with respect te $hares of Veeco, or any direct or indirect
redemption, purchase or other acquisition by Ved#any of its shares of capital stock; (v) exceptisted on Schedule 4.05, any material
contract entered into by Veeco or any of its subsigls, other than in the ordinary course of bussrend as provided to the Company, or any
material amendment or termination of, or defautlem any material contract to which Veeco or anitgo$ubsidiaries is a party or by which it
or any of them is bound; or (vi) any agreement legtb or any of its subsidiaries to do any of theghdescribed in the preceding clauses (i)
through (v) (other than negotiations with the Compand its representatives regarding the transstontemplated by this Agreement).

4.06 NO UNDISCLOSED LIABILITIES. Neither Veeco nany of its subsidiaries has any obligations oriliiiés of any nature (matured or
unmatured, fixed or contingent) which are mateoa¥eeco and its subsidiaries, taken as a whoterahan those

(i) set forth or adequately provided for in the &@ate Sheet of Veeco and its subsidiaries includé&teeco's Quarterly Report on Form 10-Q
for the period ended September 30, 1997 (the "VEBBOANCE SHEET"), (ii) not required to be set fortim the Veeco Balance Sheet
under GAAP, or (iii) incurred in the ordinary coarsf business since the Veeco Balance Sheet Ddtecensistent with past practice.

4.07 LITIGATION. Except as disclosed in Veeco's Qedy Report on Form 10-Q for the period endedtSmyper 30, 1997, (i) there is no
private or governmental action, suit, proceedih@int, arbitration or investigation pending beforgyagency, court or tribunal, foreign or
domestic, or, to the knowledge of Veeco or anytoéubsidiaries, Threatened against Veeco or aityg sfibsidiaries or any of their respect
properties or any of their respective officers imectors (in their capacities as such) that, irdlilly or in the aggregate, could reasonably be
expected to have a Material Adverse Effect on Veand (ii) there is no judgment, decree or ordexireg} Veeco or any of its subsidiaries or,
to the knowledge of Veeco or any of its subsid@rany of their respective directors or officersttieir capacities as such) that could prevent,
enjoin, alter or materially delay any of the trastgans contemplated by this Agreement, or that¢oeasonably be expected to have a
Material Adverse Effect on Veeco.

4.08 RESTRICTIONS ON BUSINESS ACTIVITIES. Therenis material agreement, judgment, injunction, oatedecree binding upon
Veeco or any of its subsidiaries which has or reabty could be expected to have the effect of fnitihg or materially impairing any current
or future business practice of Veeco or any ofutissidiaries, any acquisition of property by Veecany of its subsidiaries or the conduct of
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business by Veeco or any of its subsidiaries a®ntly conducted or as proposed to be conductadeego or any of its subsidiaries.

4.09 GOVERNMENTAL AUTHORIZATION. Veeco and eachitd subsidiaries have obtained each federal, statmty, local or foreign
governmental consent, license, permit, grant, loeioauthorization of a Governmental Authority tisatequired for the operation of Veeco's
any of its subsidiaries' business or the holdingrof interest in its properties (collectively, thMEECO AUTHORIZATIONS"), and all of
such Veeco Authorizations are in full force andeeff except where the failure to obtain or have@frsuch Veeco Authorizations could not
reasonably be expected to have a Material Adveifeetton Veeco.

4.10 COMPLIANCE WITH LAWS. Each of Veeco and itdsidiaries has complied with, are not in violatafpand have not received any
notices of violation with respect to, any fedesdite, local or foreign statute, law or regulatidgth respect to the conduct of its business, or
the ownership or operation of its business, exfmpguch violations or failures to comply as conlat be reasonably expected to have a
Material Adverse Effect on Veeco.

4.11 POOLING OF INTERESTS. Neither Veeco nor anjtosubsidiaries nor, to the knowledge of Veeaw, af their respective directors,
officers or stockholders has taken any action wkiohild interfere with Veeco's ability to account the Merger as a pooling of interests.

4.12 BROKERS AND FINDERS. Except for those Perggi&ECO'S BROKERS") previously disclosed to the Quamy or its agents or
representatives, no broker, finder, agent or smiitiermediary has acted on Veeco's behalf in cotim® with this Merger Agreement or the
transactions contemplated hereby, and there abeakerage commissions, finders' fees or similas faecommissions payable in connection
therewith based on any Contract with Veeco or aipa taken by Veeco. Veeco shall pay all feesdisdursements of Veeco's Brokers.

4.13 ACCURACY OF REPRESENTATIONS AND WARRANTIES. IAkpresentations and warranties of Veeco set farthis Merger
Agreement and in any agreement, certificate orradbeument required to be delivered or given toGbenpany by Veeco pursuant to this
Merger Agreement or referred to in this Merger Agmnent or in any such other agreement, certificatitooument will be true and correct at
the Closing Date with the same force and effedf made on that date.

4.14 DISCLOSURE. No representation or warranty aiord in this Merger Agreement and none of therinftion furnished by Veeco set
forth herein, in the exhibits or schedules heretm@ny other document required to be delivered/bgco to the Company, or its accountants,
counsel or other advisers pursuant to this Mergge@ment or referred to in this Merger Agreemenh@ny such other document,
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contains any untrue statement of a material fachuits to state a material fact necessary to maketatements herein or therein not
misleading.

V. COVENANTS

5.01 ACCESS. Between the date hereof and the @d3ate, the Company shall, and shall cause itsiGabigs to, provide Veeco and each

of its authorized employees, agents, officers aptasentatives with reasonable access to the piemdrooks, records, Tax Returns,
contracts, information, documents and personnti@fCompany and its Subsidiaries as they relatieet@ompany's and its Subsidiaries'
businesses as Veeco may reasonably request fputhese of making such investigation of the businpsoperties, financial condition and
results of operations of the Company's and its ifidsges’ businesses as it may deem appropriate@ssary. Between the date hereof and
the Closing Date, Veeco shall, and shall caussuitsidiaries to, provide the Company and eaclhs@futhorized employees, agents, officers
and representatives with reasonable access tadpenies, books, records, Tax Returns, contradisxmation, documents and personnel of
Veeco and its subsidiaries as they relate to Veeuou its subsidiaries' businesses as the Compayyeasonably request for the purpose of
making such investigation of the business, propgrfinancial condition and results of operatiohg@eco's and its subsidiaries' businesses a:
they may deem appropriate or necessary.

5.02 CONDUCT OF THE BUSINESS OF THE COMPANY PENDINGIE CLOSING DATE. Except as otherwise expressignpged by
this Merger Agreement, between the date hereotlanlosing Date, the Company shall not, and stwlpermit any of its Subsidiaries to,
without the prior consent of Veeco, take any affitive action, or fail to take any reasonable actidthin its control, as a result of which any
of the changes or events listed in Section 3.18dsonably likely to occur.

5.03 CONDUCT OF BUSINESS OF THE COMPANY AND VEECDuring the period from the date of this Agreemerd aontinuing until
the earlier of the termination of this Agreemend #ime Effective Time, each of the Company and Vesgrees (except to the extent expressly
contemplated by this Agreement or as consentenl waiting by the other), to carry on its and it¥sidiaries' business in the usual, regulal
ordinary course in substantially the same mannéeastofore conducted, to pay and to cause itsdiabies to pay debts and Taxes when due
(subject (i) to good faith disputes over such debtsxes and (ii) in the case of Taxes of the Camypor any of its Subsidiaries, to Veeco's
consent (which consent will not be unreasonablflétd or delayed) to the filing of material Tax &eis if applicable), to pay or perform
other obligations when due, and to use all readereftorts consistent with past practice and pedo preserve intact its and its subsidiaries’
present business organizations, use its best £ffortsistent with past practice to keep availdideservices of its and its subsidiaries' present
officers and key employees and agents and usestssffforts consistent with past practice to pnesés and its subsidiaries' relationships and
good will with customers, suppliers, distributdisensors, licensees, landlords, creditors, emm@syagents and others having business
dealings
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with it or its subsidiaries, to the end that itglds subsidiaries' goodwill and ongoing businested! be unimpaired at the Effective Time.
Each of the Company and Veeco shall, and shallecaash of its subsidiaries to, confer with the ptwncerning operational matters of a

material nature and otherwise report periodicallyhie other concerning the status of its busingssrations and finances, and those of its
subsidiaries. Without limiting the foregoing, extep expressly contemplated by this Agreementhaethe Company nor Veeco shall do,
cause or permit any of the following, or allow, sawr permit any of its subsidiaries to do, cauggeamit any of the following, without the
prior written consent of the other:

(a) CHARTER DOCUMENTS. Cause or permit any amendmémits Certificate or Articles of Incorporation Bylaws;

(b) DIVIDENDS; CHANGES IN CAPITAL STOCK. Except germitted by

Section 5.18 hereof, declare or pay any dividemdsranake any other distributions (whether in cashck or property) in respect of any of
capital stock, or split, combine or reclassify afiyts capital stock or issue or authorize the asme of any other securities in respect of, in
of or in substitution for shares of its capitalcitoor repurchase or otherwise acquire, directlindirectly, any shares of its capital stock
except from former employees, directors and coaststin accordance with agreements providing ferépurchase of shares in connection
with any termination of service to it or its suhaites;

(c) POOLING. Take any action which would interfevigth VVeeco's ability to account for the Merger gzoaling of interests; or

(d) OTHER. Take, or agree in writing or otherwisdake, any of the actions described in Sectiob3(&) through (c) above, or any action
which would make any of its representations or waties contained in this Agreement untrue or irexdirin any material respect or prevent it
from performing or cause it not to perform its co&nts hereunder in any material respect.

5.04 CONSENTS. The Company and Veeco shall coapearat use their respective best efforts to obpaior to the Effective Time, all
licenses, permits, consents, approvals, authavizstiqualifications and orders of Governmental Atities and parties to the Material
Contracts as are necessary for consummation dafgheactions contemplated by this Merger Agreeraedtfor the Surviving Corporation to
enjoy all rights under such Material Contractsrate consummation of the transactions contemplayettiis Merger Agreement.

5.05 ENVIRONMENTAL TRANSFER LAWS. The Company shalhd shall cause its Subsidiaries to, complytimaly fashion with the
material requirements of all Environmental Lawslaggble to the transfer of its business and angnises associated with the operation of the
business. The Company shall, and shall cause Iisidiaries to,
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complete all necessary disclosure statements exmjbiy Environmental Laws applicable to the traneféts business and provide the
statements to Veeco prior to Closing, all in profoem for appropriate recordation and filing, excéy actions or failures to take action
which could not reasonably be expected to have @fidh Adverse Effect on the Company or such Suasid

5.06 TAX MATTERS. Between the date hereof and thesiag Date, the Company and each Subsidiary fleatr cause to be filed on a
timely basis all Tax Returns that are requiredediled by it pursuant to the Laws of each GoverntakAuthority with taxing power over it

or its assets and businesses. Each of such TarRaetill be true, correct and complete when fildéither the Company nor any Subsidiary
shall make any election or file any amended TaxiReteflecting any position that could result imaterial adverse Tax consequence to
Veeco, the Company or the Subsidiary for any pebieginning on or after the Effective Time. All tedar, documentary, gross receipts, sales,
use and property gains Taxes, and liabilities simil nature, imposed or payable on the sale astea of the Company's or any Subsidiary's
business pursuant to this Merger Agreement or tnsummation of any of the transactions contemplagzdby shall be paid by the
Company. The Company and each Subsidiary shallytifite all required transfer Tax Returns and/otices of the transfer of the Company's
or any Subsidiary's business with the appropriadteeBmental Authority. Veeco shall cooperate with Company, which cooperation shall
include, without limitation, providing informatioand executing and delivering documents, in conaeatiith the Company's or any
Subsidiary's obligations under this Section.

5.07 NOTICE OF BREACH; DISCLOSURE. Each party sipatimptly notify the other of (i) any event, condiit or circumstance of which
such party becomes aware occurring from the datoheo the Closing Date that would constitute @ation or breach of this Merger
Agreement (or a breach of any representation oraméy contained herein) or, if the same were tdinae to exist as of the Closing Date,
would constitute the non-satisfaction of any of ¢baditions set forth in Article VI or VII, as trease may be or (ii) any event, occurrence,
transaction, or other item of which such party lmees aware which would have been required to hase disclosed on any schedule or
statement delivered hereunder had such event, recmg, transaction or item existed as of the detedt.

5.08 PAYMENT OF INDEBTEDNESS BY AFFILIATES. Exceps set forth in Schedule 5.08, the Company shafiecall indebtedness
owed to the Company or any of its Subsidiariesry Affiliate (other than wholly-owned Subsidiarigs)be paid in full prior to Closing.

5.09 NO NEGOTIATION. Until such time, if any, asgiMerger Agreement is terminated pursuant to 88Qi01, the Company shall not
solicit or entertain offers from, negotiate with,iw any manner discuss, encourage, recommendree &g any proposal of, any other potel
buyer or buyers of all or any substantial portién o

38



the Company's or any of its Subsidiaries' busioessy Equity Interest in the Company or any ofSitdsidiaries and any such offers rece|
by the Company shall promptly be rejected in wgtilthe Company shall promptly inform Veeco of aoptact with any third party relating
to the subject matter set forth above.

5.10 STOCKHOLDER APPROVAL (a) Veeco shall causeaanual or special meeting of its stockholders (fHeEECO STOCKHOLDER
MEETING") to be duly called and held as soon asoeably practicable after the date hereof for imppse of approving this Merger
Agreement, the Merger and all actions contemplhtgdby. Subject to their fiduciary duties underlizpple law, the Board of Directors of
Veeco will recommend that Veeco's stockholders appthe Merger and the adoption of the Merger Agierat. The Proxy Statement
referred to below shall contain such recommendagaiject to fiduciary obligations under applicalale, the Board of Directors of Veeco
shall use its best efforts to solicit from stocldeb of Veeco proxies in favor of the Merger andtti@ approval and adoption of this Merger
Agreement and shall take all other action in itfgjment necessary to secure the vote or conseh¢ agtockholders required by the DGCL to
effect the Merger.

(b) As promptly as practicable after the date hierdeeco shall prepare, file with the Commissionleinthe Exchange Act and use all
reasonable efforts to have cleared by the Comnmismial mailed to its stockholders, a proxy (the "RRCGBTATEMENT"), with respect to

the Veeco Stockholder Meeting, the form and condémthich shall be subject to the Company's reaslena@pproval. The Company shall
cooperate with and provide its reasonable assisttm@eeco in the preparation and filing of thexgr8tatement. The Company shall provide
to Veeco for inclusion in the preliminary Proxy @taent to be filed with the Commission an auditechbined balance sheet for the Comg.
and its Subsidiaries as of December 31, 1997 peegaraccordance with GAAP consistently appliedicivtwill fairly present the financial
condition of the Company and its Subsidiaries ahefdate thereof. The term "Proxy Statement" shatin such proxy statement at the tin
initially is mailed to Veeco's stockholders andaatiendments or supplements thereto. The informatiovided and to be provided by the
Company and Veeco, respectively, for use in thefP8iatement, on the date the Proxy Statememtsisrfiailed to Veeco's stockholders and
on the date of the Veeco Stockholder Meeting datrue and correct in all material respects aadl sbt, on such dates, contain any untrue
statement of a material fact or omit to state amayemial fact required to be stated therein or resogsin order to make the statements therein,
in light of the circumstances under which theyragde not misleading, and the Company and Veecoagele to correct any information
provided by it for use in the Proxy Statement whsblll have become false or misleading in any riterspect and take all steps necessary
to cause such corrected information to be filedhwlie Commission and disseminated to the stockholifevVeeco, in each case as and to the
extent required by applicable federal securitiessla
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The Proxy Statement shall comply as to form imaterial respects with all applicable requiremaft®deral securities laws.

5.11 FIRPTA. The Company and each Subsidiary shiadir to the Closing Date, provide Veeco with agerly executed FIRPTA
Noatification Letter, substantially in the form oXHIBIT B attached hereto, which states that shafesapital stock of the Company and e
Subsidiary do not constitute "United States reapprty interest" under Section 897(c) of the Cddepurposes of satisfying Veeco's
obligations under Treasury Regulation

Section 1.1445-2(c)(3). In addition, simultaneousith delivery of such Notification Letter, the Cpamy and each Subsidiary shall have
provided to Veeco, as agent for the Company, a fafrnmotice to the IRS in accordance with the reguients of Treasury Regulation Section
1.897-2(h)(2) and substantially in the form of EX@HT B annexed hereto along with written authoriaatfor Veeco to deliver such form of
notice to the IRS on behalf of the Company and &dbsidiary upon the Closing of the Merger.

5.12 BLUE SKY LAWS. Veeco shall take such stepsay be necessary to comply with the securitiestdnel sky laws of all jurisdictions
which are applicable to the issuance of Veeco Shareonnection with the Merger. The Company stisdl its reasonable efforts to assist
Veeco as may be necessary to comply with the de=uend blue sky laws of all jurisdictions whiaie @applicable in connection with the
issuance of Veeco Shares in connection with theglster

5.13 LISTING OF ADDITIONAL SHARES. Prior to the Ettive Time, Veeco shall file with NASDAQ a Notifitton Form for Listing of
Additional Shares with respect to the Merger Coarsiton.

5.14 AFFILIATE AGREEMENTS. (a) Schedule 5.14(a)ssktrth those Persons who are directors or exezafificers holding shares of, or
who the Company believes may otherwise be deembd taffiliates" of, the Company (collectively, tHBIGITAL AFFILIATES"). The
Company shall provide Veeco such information anclideents as Veeco shall reasonably request for pagpof reviewing such list. The
Company shall use its best efforts to deliver arseato be delivered to Veeco on or before MarchL 298 (and in each case prior to the
Effective Time) from each of the Digital Affiliatean executed Affiliate Agreement substantiallytia form of EXHIBIT C4 annexed heret
Veeco shall be entitled to place appropriate legandthe certificates evidencing any Veeco Sharee treceived by such Digital Affiliates
pursuant to the terms of this Merger Agreement,taridsue appropriate stop transfer instructiorthéaransfer agent for Veeco Shares,
consistent with the terms of such Affiliates Agremts.

(b) Schedule 5.14(b) sets forth those Persons wéhdigectors or executive officers holding share®pwho Veeco believes may otherwise
be deemed to be "Affiliates" of, Veeco (collectivehe "Veeco Affiliates"). Veeco shall provide tB®@mpany such information and
documents as the Company
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shall reasonably request for purposes of reviewingh list. Veeco shall use its reasonable effortietiver or cause to be delivered to the
Company on or before March 12, 1998 (and in eask paor to the Effective Time) from each of thee¥e Affiliates, an executed Affiliate
Agreement substantially in the form of EXHIBIT CaBnexed hereto.

5.15 ADDITIONAL AGREEMENTS. Subject to the termsdaconditions provided in this Agreement, each oésteand the Company shall
use its reasonable best efforts to take, or caube taken, all actions and to do, or cause toobe dall things necessary, proper or advisable
under applicable laws and regulations to consumiarademake effective, as soon as reasonably prhgidde transactions contemplated by
this Agreement (including the satisfaction of tliaditions contained in Articles VI and VII heref eequired thereby).

5.16 HSR ACT COMPLIANCE. The parties shall (i) prothy following execution and delivery of this Agmaent, file Pre-Merger
Notification and Report Forms in accordance with HSR Act with respect to the transactions contategl by this Agreement, (ii) prompt
file any other required filings under the HSR Aantd

(iiif) respond in good faith, in cooperation withcheother, to all requests for information, docuraenr otherwise, by any Governmental
Body pursuant to the HSR Act.

5.17 NOMINATION OF DIRCTORS. In the event the Veegimckholder Meeting is held simultaneously withede's annual meeting to el
directors, Veeco shall cause (i) Virgil Elings ® tominated to stand for election in the class @6 directors whose terms expire at Vee
2000 annual meeting of stockholders and (ii) Jobhr&y to be nominated to stand for election indlass of Veeco directors whose terms
expire at Veeco's 1999 annual meeting of stockhs|de each case to take office immediately follogvthe Effective Time. In the event the
Veeco Stockholder Meeting is not held simultanepusth Veeco's annual meeting to elect directajsyifgil Elings shall be appointed as a
director of Veeco in the class of Veeco directorose terms expire at Veeco's 2000 annual meetiatpokholders and (ii) John Gurley shall
be appointed as a director of Veeco in the classeefco directors whose terms expire at Veeco's 248@@al meeting of stockholders, in each
case to take office immediately following the Etfee Time.

5.18 DISTRIBUTION TO STOCKHOLDERS. Notwithstandiagything to the contrary contained herein, the Camypshall be permitted to
make distributions to the Stockholders prior to@esing in an aggregate amount equal to the leffg@) the sum of (i) 45% of the
Company's net income before income taxes for thegé&eginning January 1, 1998 and ending on tlyardenediately preceding the Closing
Date, plus (i) $750,000 or (b) the product oftfi¢ average percentage of net income before in¢ares distributed to the Company's
stockholders for the Company's 1996 and 1997 figeals times (ii) the Company's net income befoceiine taxes for the period beginning
January 1, 1998 and ending on the day immediatelgeging the Closing Date.
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VI. CONDITIONS PRECEDENT TO THE OBLIGATIONS OF VEETZ

The obligation of Veeco to enter into and comptateClosing is conditioned upon the satisfactiomaiver in writing by Veeco, on or before
the Closing Date, of the following conditions:

6.01 REPRESENTATIONS AND WARRANTIES. The repres¢iotas and warranties made by the Company and tiekBblders contained
in this Merger Agreement, the Schedules or Exhitéieto or in any certificate or document delivei@®eeco by the Company in connect
with the transactions contemplated by this Merggre&ment shall be true in all material respectarmhas of the Closing Date with the same
effect as though such representations and warsawtiee made on such date.

6.02 PERFORMANCE OF COVENANTS. The Company and estotkholder shall have performed and compliedlimaterial respects
with all of the agreements, covenants and conditieqguired by this Merger Agreement to be perforianed complied with by them prior to
on the Closing Date.

6.03 LITIGATION. No investigation, suit, action other proceeding, or injunction or final judgmealating thereto shall be Threatened or
pending on the Closing Date before any court oréBiomental Authority in which it is sought to regtrar prohibit or to obtain Damages or
other relief in connection with this Merger Agreerher the consummation of the transactions contatedlhereby.

6.04 CONSENTS AND APPROVALS; HSR ACT ACOMPLIANCEIllAicenses and other consents or approvals of Gowental
Authorities and the consents of the parties toMaterial Contracts referred to in

Section 5.04 shall have been obtained. The regein&srof the HSR Act applicable to the transactmorgemplated by this Merger Agreem
shall have been complied with, and the waitinggukthereunder shall have expired or been terminated

6.05 FAIRNESS OPINION. On or prior to the date dmich the Proxy Statement is first mailed to stodélbcs of Veeco, the board of
directors of Veeco shall have received the writipmion of Merrill Lynch & Co., Inc., financial adsor to Veeco, in form and substance
reasonably satisfactory to Veeco, to the effedt i consideration to be paid to the stockholgersuant to

Section 2.05(a) hereof is fair from a financialrgaf view to Veeco (the "FAIRNESS Opinion™).

6.06 ACCOUNTING OPINION. On or prior to the date which the Proxy Statement is first mailed to stoalklers of Veeco, the board of
directors of Veeco shall have received the writipmion of Ernst & Young LLP, dated the date of thailing, the form and substance of
which is reasonably satisfactory to Veeco, regaydire appropriateness of "pooling of interests'baoting for the Merger.

42



6.07 APPRAISALS. No holder of Company Common Stouatstanding immediately prior to the Effective Tisteall have validly elected,
pursuant to California law, to demand appraisahefr Company Common Stock.

6.08 MATERIAL CHANGES. There shall not have beer amaterial adverse change in the assets, propetteslition (financial or
otherwise), prospects or results of operationfi@f@ompany and its Subsidiaries, taken as a wfrolm, the date hereof to the Closing Date,
nor shall there exist any condition which coulds@@ably be expected to result in such a materisdraeé change.

6.09 STOCKHOLDER APPROVAL. This Merger Agreementidhe Merger contemplated hereby shall have beproaged and adopted by
the requisite vote of the stockholders of Veecitledtto vote thereon at the Veeco Stockholder Mget

6.10 DELIVERY OF DOCUMENTS. There shall have beefiwtred to Veeco the following:

(i) a certificate of the Company, dated the Clodirage, signed by its Chief Executive Officer, te #ffect that the conditions specified in
Sections 6.01 and 6.02 have been fulfilled;

(i) a certificate of the Secretary of the Compaeytifying copies of (x) the Articles of Incorpoiat and By-Laws of the Company; (y) all
requisite corporate resolutions of the Company @gpg the execution and delivery of this Merger égment and the consummation of the
transactions contemplated herein; and (z) the iiiigation and signature of each officer of the Camyp executing this Merger Agreement;

(iii) a registration rights agreement substantiailyhe form of EXHIBIT D annexed hereto, duly ewésd by each of the Stockholders; and

(iv) a noncompetition agreement substantially i fibrm of EXHIBIT F annexed hereto, duly executgcehch of the executive officers of 1
Company who are Stockholders.

6.11 LEGAL OPINION. Veeco shall have received amam of Richard Clark, general counsel of the Camy reasonably satisfactory to
Veeco and its counsel addressed to Veeco and tlet€losing Date.

6.12 AFFILIATE AGREEMENTS. Veeco shall have recelan or before March 12, 1998 from each of theliatiés of the Company an
executed Affiliate Agreement substantially in tieenfi of EXHIBIT C-1 annexed hereto.
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6.13 TAX OPINION. Veeco shall have received a writbpinion of Kaye, Scholer, Fierman, Hays & Handl¢ P, in form and substance
reasonably satisfactory to Veeco, dated on or atheuClosing Date, to the effect that the Mergdr ednstitute a reorganization within the
meaning of Section 368(a) of the Code, and Veedalsm Company will each be a party to a reorgainmatithin the meaning of Section 368
(b) of the Code. In rendering this opinion, cours@ll be entitled to rely upon, among other thjmgasonable assumptions as well as
representations of Veeco, the Company and certaitkBolders.

6.14 CERTIFICATES OF MERGER. Prior to the Effectiliene, each of the Certificates of Merger shalblbeepted for filing with the
Secretary of State of the State of California dred$ecretary of State of the State of Delawarapa8cable.

6.15 IBM LICENSE. Veeco shall be satisfied in émsonable discretion either (i) that the Agreendaied March 1, 1993 between
International Business Machines Corporation andbmpany will continue in full force and effect lfmlving the Closing and that Veeco will
have the full benefit of the rights in favor of tBempany set forth therein or (ii) with the ternisasubstitute agreement among IBM, Veeco
and the Company.

6.16 ACQUISITION OF ROBIN HILL PROPERTIES, INC. Ti@ompany shall have acquired 100% of the capitakstf Robin Hill
Properties, Inc., a California corporation, on teatisfactory to Veeco, and Veeco shall have vedegvidence satisfactory to it of such
acquisition; PROVIDED, HOWEVER, that in the eventk acquisition shall not have occurred, this Agrest may be amended to provide
for this condition to be satisfied by Veeco's dir@cquisition of 100% of the capital stock of Robiitl Properties, Inc. in exchange for
133,725 Veeco Shares and the number of Veeco Séetrésrth in clause (x) of Section 2.05(a) shadireupon be reduced by 133,725 Veeco
Shares.

6.17 ACQUISITION OF DIGITAL INSTRUMENTS GMBH. The @npany shall have acquired a 100% ownership interd3igital
Instruments GmbH, a company organized under the wsermany, on terms satisfactory to Veeco, aeecd shall have received evidence
satisfactory to it of such acquisition; PROVIDEDOM/EVER, that in the event such acquisition shalllave occurred, this Agreement may
be amended to provide for this condition to besfiatil by Veeco's direct acquisition of a 100% owh@y interest in Digital Instruments
GmbH in exchange for 21,588 Veeco Shares and timbauof Veeco Shares set forth in clause (x) of

Section 2.05(a) shall thereupon be reduced by 31ysco Shares.
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VIlI. CONDITIONS PRECEDENT TO OBLIGATIONS OF THE CORANY

The Company's obligation to enter into and comple¢eClosing is conditioned upon the satisfactiowaiver in writing by the Company, on
or before the Closing Date, of all of the followingnditions:

7.01 REPRESENTATIONS AND WARRANTIES. The represéiotas and warranties made by Veeco contained sNtd@rger Agreement,

the Schedules or Exhibits hereto or in any cedtéicor document delivered to the Company by Veeamnnection with the transactions
contemplated by this Merger Agreement shall be itmual material respects on and as of the Clo&iatg with the same effect as though such
representations and warranties were made on stieh da

7.02 PERFORMANCE OF COVENANTS. Veeco shall havdqremed and complied in all material respects wittothe agreements,
covenants and conditions required by this MergereAment to be performed and complied with by ibiptd or on the Closing Date.

7.03 LITIGATION. No investigation, suit, action other proceeding, or injunction or final judgmeeleting thereto directly or indirectly
shall be Threatened or pending on the Closing batere any court or Governmental Authority in whitks sought to restrain or prohibit or
to obtain Damages or other relief in connectiorhwliis Merger Agreement or the consummation otthesactions contemplated hereby.

7.04 CONSENTS AND APPROVALS; HSR ACT COMPLIANCE.IAtenses and other consents or approvals of Guwental Authorities
and the consents of the parties to any Materiaki@ots referred to in

Section 6.04 shall have been obtained. The regein&rof the HSR Act applicable to the transactmorgemplated by this Agreement shall
have been complied with, and the waiting periodeheder shall have expired or been terminated.

7.05 ACCOUNTING OPINION. On or prior to the date which the Proxy Statement is first mailed to stoalklers of Veeco, the board of
directors of the Company shall have received thttemropinion of Arthur Andersen LLP, dated theedaf the mailing, the form and
substance of which is reasonably satisfactory@dbmpany, regarding the appropriateness of "pgdafrinterests” accounting for the
Merger.

7.06 MATERIAL CHANGES. There shall not have beer amaterial adverse change in the assets, propetteslition (financial or
otherwise), prospects or results of operationseddd and its subsidiaries taken as a whole fromake hereof to the Closing Date, nor shall
there exist any condition which could reasonablgkgected to result in such a material adversegghan

7.07 STOCKHOLDER APPROVAL. This Merger Agreementidhe Merger contemplated hereby shall have beproaged and adopted by
the requisite vote of the stockholders of Veecitledtto vote thereon at the Veeco Stockholderstivige

45



7.08 DELIVERY OF DOCUMENTS. There shall have beefivkred to the Company the following:

(i) A certificate of Veeco, dated the Closing Datigihed by the Chief Executive Officer of Veecdhe effect that the conditions specified in
Sections 7.01 and 7.02 have been fulfilled;

(i) a certificate of the Secretary of Veeco caitify copies of (x) the Certificate of Incorporatiand By-Laws of Veeco; (y) all requisite
corporate resolutions of Veeco approving the exeownd delivery of this Merger Agreement and thesummation of the transactions
contemplated herein; and (z) the identification aigghature of each officer of Veeco executing Merger Agreement;

(iii) a certificate of the Secretary of Veeco dgitig the vote of the stockholders of Veeco atWeeco Stockholder Meeting regarding the
Merger; and

(iv) a registration rights agreement substantialthe form of EXHIBIT D annexed hereto, duly extmiby Veeco.

7.09 LEGAL OPINION. The Company shall have receigacdpinion of Kaye, Scholer, Fierman, Hays & HandLLP, counsel to Veeco,
reasonably satisfactory to the Company and its selleddressed to the Company and dated the ClDsitey

7.10 AFFILIATE AGREEMENTS. The Company shall haeeeived on or before March 12, 1998 from each effiiliates of Veeco an
executed Affiliate Agreement substantially in tibenfi of EXHIBIT C-2 annexed hereto.

7.11 TAX OPINION. The Company shall have receivesriten opinion of Marilyn Barrett, Esq., in forand substance reasonably
satisfactory to the Company, dated on or abou€libsing Date, to the effect that the Merger wilhsttute a reorganization within the
meaning of Section 368(a) of the Code, and Veedalam Company will each be a party to a reorgaitimatithin the meaning of Section 368
(b) of the Code. In rendering this opinion, coursd®dll be entitled to rely upon, among other thjmgasonable assumptions as well as
representations of Veeco, the Company and certaitkBolders.

7.12 CERTIFICATES OF MERGER. Prior to the Effectiline, the Certificates of Merger shall be accetediling with the Secretary of
State of the State of California and the Secret&State of the State of Delaware, as applicable.

7.13 IBM LICENSE. The Company shall be satisfiedtsrreasonable discretion either (i) that the Agnent dated March 1, 1993 between
International Business Machines
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Corporation and the Company will continue in futde and effect following the Closing and that \teedgll have the full benefit of the rights
in favor of the Company set forth therein or (iifmthe terms of a substitute agreement among 1B&&co and the Company.

VIIl. INDEMNIFICATION; REMEDIES

8.01 SURVIVAL. All representations, warranties aagteements contained in this Merger Agreement anincertificate or other document
delivered pursuant to this Merger Agreement shallige the Closing or any termination of this Agmeent for the time periods set forth
herein; PROVIDED, that if the Closing occurs, (iptStockholders shall have no liability (for indefimation or otherwise) with respect to
any representation or warranty, or agreement foeb®rmed and complied with by the Company or tteelholders prior to the Closing,
unless the Stockholders are given notice asseatirigim with respect thereto and specifying théualcbasis of that claim in reasonable detail
to the extent then known by Veeco on or beforetf¥)date upon which the audited financial statemefivVeeco and its subsidiaries for the
fiscal year ended December 31, 1998 are issuedI@®JANCE DATE"), or (B) the third (3rd) anniveryeof the Closing Date, in the case
of any claim with respect to Section 3.18 relatiaghe land and building occupied by the Companylanated at 112 Robin Hill Road, Santa
Barbara, California 93117; and (ii) Veeco shall éanawo liability (for indemnification or otherwise)ithr respect to any representation or
warranty, or agreement to be performed and compliéd prior to the Closing, unless on or before Ikguance Date, Veeco is given notice
asserting a claim with respect thereto and spexjftie factual basis of that claim in reasonabtaibi® the extent known by the Stockhold

8.02 INDEMNIFICATION BY THE STOCKHOLDERS. Each ofi¢ Stockholders shall jointly and severally indefiyjnand hold harmless
Veeco and each of its respective agents, reprds@staemployees, officers, directors, stockholdeostrolling persons and Affiliates
(collectively, the "WVEECO INDEMNITEES"), and sha#timburse the Veeco Indemnitees for, any lossilifgbclaim, damage, expense
(including, but not limited to, costs of investigat and defense and reasonable attorneys' feesjharhor not involving a third-party claim
(collectively, "DAMAGES") arising from or in conn@on with (a) any inaccuracy in any of the repréagans and warranties of any
Stockholder or the Company in this Merger Agreenoerih any certificate or other document requireté¢ delivered by any Stockholder or
the Company pursuant to this Merger Agreementfermed to in this Merger Agreement or in any sutiteo certificate or document,

(b) any failure of any Stockholder or the Compampérform or comply with any agreement to be pentedl or complied with by it in this
Merger Agreement, (c) any claim by any Person fokérage or finder's fees or similar payments imnextion with any of the transactions
contemplated hereunder as the result of brokerdefs or investment bankers retained by any Stddkhor the Company, (d) any claim by
any direct or indirect holder or former holder apial stock or warrants or other securities of the
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Company, or (e) Veeco's enforcement of the indenatibn provisions contained herein. Notwithstawgdine foregoing, the Company and
indemnifying Stockholders shall have no liability\Yeeco under clause (a) or (b) of this Sectio 8uftil the aggregate amount of all
Damages under such clauses exceeds $500,000 anontlyefor all such Damages in excess of such amdotwithstanding the foregoing,
the maximum liability of the Stockholders pursumthis Section 8.02 shall not exceed in the agageethe product of 563,372 Veeco Shares
multiplied by the average of the closing bid pricesNASDAQ for one (1) Veeco Share for the twera§)(most recent days that Veeco
Shares have traded ending on the trading day inateddiprior to the Effective Time; provided thaetlimitations set forth in this Section
8.02 shall not apply to any Stockholder to the etxtd Damages arising from fraud on the part ohs8tockholder.

8.03 INDEMNIFICATION BY VEECO. Veeco shall indemgifind hold harmless the Stockholders (the "STOCKBER

INDEMNITEES") and shall reimburse the Stockholdedémnitees for any Damages arising from or in cotiore with (a) any inaccuracy in
any of the representations and warranties of Vaetlus Merger Agreement or in any certificate tlier document required to be deliverec
Veeco pursuant to this Merger Agreement or refetodd this Merger Agreement or in any such othestificate or document,

(b) any failure by Veeco to perform or comply withy agreement to be performed or complied with bgd6 in this Merger Agreement, (c)
any claim by any Person for brokerage or findexé&sfor similar payments in connection with anyheftransactions contemplated hereunder
as the result of brokers, finders or investmenkbasiretained by Veeco, or (d) the Stockholder imaigees' enforcement of the
indemnification provisions contained herein. Nohstainding the foregoing, Veeco shall have no lighilnder clause (a) or (b) of this Sect
8.03 until the aggregate amount of all Damages usgieh clauses exceeds $500,000 and then onlyl frch Damages in excess of such
amount. Notwithstanding the foregoing, the maxinliakility of Veeco pursuant to this Section 8.0&klmot exceed the product of 563,372
Veeco Shares multiplied by the average of the wtpbid prices on NASDAQ for one (1) Veeco Sharetfier twenty (20) trading days ending
on the trading day immediately preceding the Clgp$date; provided that the limitations set forthhis Section 8.03 shall not apply to Veeco,
to the extent of Damages arising from fraud onpite of Veeco.

8.04 PROCEDURE FOR INDEMNIFICATION -- THIRD PARTYLAIMS. Promptly after receipt by an indemnified fpaunder Section
8.02 or 8.03 of oral or written notice of a claimtbe commencement of any proceeding againstdh sxdemnified party shall, if a claim in
respect thereof is to be made against an indemgifyarty under such Section, give written noticeheindemnifying party of the
commencement thereof, but the failure so to natigyindemnifying party shall not relieve it of alghbility that it may have to any
indemnified party except to the extent the indeging party demonstrates that the defense of sutitineis prejudiced thereby. In case any
such proceeding shall be brought against an indeadmarty and it shall give notice to the inderyirify party of the commencement thereof,
the indemnifying party shall
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be entitled to participate therein and, to the mixtieat it shall wish (unless the indemnifying pag also a party to such proceeding and the
indemnified party determines in good faith thahjaiepresentation would be inappropriate) to asstinaelefense thereof with counsel
reasonably satisfactory to such indemnified panty, @&fter notice from the indemnifying party to kusdemnified party of its election so to
assume the defense thereof, the indemnifying syl not be liable to such indemnified party unsigch Section for any fees of other
counsel or any other expenses with respect todfende of such proceeding, in each case, subségirentrred by such indemnified party in
connection with the defense thereof. If an indeging party assumes the defense of such procee@ipgp compromise or settlement ther
may be effected by the indemnifying party withcwe tndemnified party's reasonable consent unlg$isdie is no finding or admission of any
violation of law or any violation of the rights ahy Person and no effect on any other claims tlzgtlme made against the indemnified party
and (ii) the sole relief provided is monetary daesthat are paid in full by the indemnifying paatyd (b) the indemnifying party shall have
no liability with respect to any compromise or kgttent thereof effected without its consent. Ifie@is given to an indemnifying party of the
commencement of any proceeding and it does ndtjmwfifteen

(15) business days after the indemnified partytcads given, give notice to the indemnified pasfyits election to assume the defense
thereof, the indemnifying party shall be bound hy determination made in such action or any comjweror settlement thereof effected by
the indemnified party. Notwithstanding the foreggiif an indemnified party determines in good fdtiht there is a reasonable probability

a proceeding may adversely affect it or its Affdis other than as a result of monetary damagel,isdemnified party may, by notice to the
indemnifying party, assume the exclusive righteéfetid, compromise or settle such proceeding, lauintlemnifying party shall not be bound
by any determination of a proceeding so defendexhgrcompromise or settlement thereof effectedauitlits consent (which shall not be
unreasonably withheld). All indemnification obligats of the parties hereto shall survive any teatiam of this Agreement pursuant to
Article IX hereof.

IX TERMINATION.

9.01 TERMINATION EVENTS. This Merger Agreement miag terminated and the Merger may be abandonedydinaa prior to the
Effective Time without prejudice to any other riglttr remedies either party may have:

(a) by mutual written consent, duly authorized thy Boards of Directors of Veeco and the Company;

(b) by either Veeco or the Company if any Governtalefiuthority shall have issued an order, decngjgniction or judgment or taken any
other action permanently restraining, enjoinin@thirerwise prohibiting the Merger and such ordestber action shall have become final and
nonappealable;
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(c) by either Veeco or the Company if the Effeciiime shall not have occurred on or before 5:00. pEastern Time, on June 30, 1998;
provided that the right to terminate this Mergerégment under this Section 9.01(c) shall not béahle to any party whose failure to fulfill
any obligation under this Merger Agreement has libertause of, or results in, the failure of thie&fve Time to have occurred within such

period; or

(d) by either Veeco or the Company by notice todtieer if the satisfaction of any condition to tidigations of the terminating party has

been rendered impossible.

9.02 EFFECT OF TERMINATION. In the event this Merdgreement is terminated pursuant to Section @bfurther obligations of the
parties hereunder shall terminate, except thaplitigations set forth in Article VIII and Sectiod®.01, 10.02 and 10.03 shall survive. Each
party's right of termination hereunder is in additio any other rights it may have hereunder oemwtise and the exercise of a right of
termination shall not be an election of remedies.

9.03 AMENDMENT. To the extent permitted by applitataw, this Merger Agreement may be amended hgpmataken by or on behalf of
the respective Boards of Directors of the Compard/\éeeco, at any time; provided, however, thatpfeing approval by stockholders of
Veeco, no amendment shall be made which under @@LDwould require the further approval of the stocklers of Veeco, and at any time,
no amendment shall be made which under the CGClldvequire the further approval of the stockholdefrthe Company without obtaining
such approval. This Merger Agreement may not benaiee except by an instrument in writing signed ehdif of all of the parties hereto.

X. MISCELLANEOUS.

10.01 CONFIDENTIALITY. Between the date of this Me

the Closing Date, each party will maintain i
cause its directors, officers, employees, ag
maintain in strict confidence, all written,
information obtained from another party in ¢
Merger Agreement or the transactions contemp
including, without limitation, sources of su
customers, costs, pricing practices, trade s
Intellectual Property, salaries and wages, e
financial information, business plans, budge
and projections and all other proprietary in
(collectively, the "CONFIDENTIAL INFORMATION
use of such information is necessary or appr
filing or obtaining any consent or approval
consummation of the transactions contemplate
other party consents to such disclosure or (
use of such information is required by law.
contemplated by this Merger Agreement are no
party receiving another party's Confidential
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Information will return or, at the disclosin
destroy all of such Confidential Information
limited to, all copies thereof and extracts

not use such Confidential Information in any
detrimental to the disclosing party or its A
Notwithstanding the foregoing, the Company m
of the Company as they deem necessary or des
existence of this Merger Agreement.

10.02 EXPENSES. Except as expressly otherwise prov
party shall bear its own expenses incurred i
preparation, execution and performance of th
and the transaction contemplated hereby, inc
expenses of agents, representatives, counsel
provided, that the Stockholders shall bear a
incurred by or on behalf of the Company.

10.03 PUBLIC ACCNOUNCEMENTS. Subject to any requir

law, all public announcements or similar pub

to this Merger Agreement or the transactions

shall be issued only with the consent of Vee

Unless consented to by each party hereto in

Closing, all parties hereto shall keep the p

Merger Agreement strictly confidential and m

thereof to any Person, other than such party

and financial advisors, subject to the requi

law or securities exchange regulations.

10.04 SUCCESSORS. This Merger Agreement shall be b
inure to the benefit of the parties hereto a
successors and permitted assigns.

10.05 FURTHER ASSURANCES. Each of the parties here
will, from time to time after the date of th
execute and deliver such other certificates,
instruments and take such other action as ma
requested by the other party to carry out th
transactions contemplated by this Merger Agr

10.06 WAIVER. Any provision of this Merger Agreeme
any time by the party which is entitled to t
No such waiver shall be effective unless in
the Company and Veeco.

10.07 ENTIRE AGREEMENT. This Merger Agreement (tog
certificates, agreements, Exhibits, Schedule
other documents referred to herein) constitu
agreement between the parties with respect t
hereof and thereof and supersedes all prior
written and oral, with respect to such subje

10.08 GOVERNING LAW. THIS MERGER AGREEMENT SHALL B

CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
APPLICABLE TO AGREEMENTS MADE AND PERFORMED
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SUCH STATE AND WITHOUT REGARD TO CONFLICTS OF LAWOCTRINES EXCEPT TO THE EXTENT THAT CERTAIN
MATTERS ARE PREEMPTED BY FEDERAL LAW OR ARE GOVERNEBY THE LAW OF THE JURISDICTION OF
ORGANIZATION OF THE RESPECTIVE PARTIES.

10.09 ASSIGNMENT. Neither Veeco nor the Company ma y assign this Merger

Agreement to any other Person without the pr
of the other parties hereto.

10.10 NOTICES. All notices and other communication
in writing and shall be deemed to have been
delivered personally, (b) when transmitted b
confirmed), (c) on the fifth business day fo
registered or certified mail (return receipt
on the next business day following deposit w
delivery service of national reputation, to
following addresses and telecopy numbers (or
address or telecopy number for a party as ma
like notice):

If to Veeco:

Terminal Drive

Plainview, New York 11803

Attention: Edward H. Braun,
Chairman, President and Ch

Telephone: (516) 349-8300

Telecopy: (516) 349-9079

With a copy to:

Kaye, Scholer, Fierman, Hays & Handle
425 Park Avenue

New York, New York 10022

Attention: Rory A. Greiss, Esq.
Telephone: (212) 836-8261

Telecopy: (212) 836-7152

If to the Company:

112 Robin Hill Road

Santa Barbara, California 93117
Attention: Virgil Elings and Richard
Telephone: (805) 967-1400
Telecopy: (805) 967-7717

10.11 HEADINGS. The headings contained in this Mer

reference purposes only and shall not affect
meaning or interpretation of this Merger Agr
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10.12 COUNTERPARTS. This Merger Agreement may be e
counterparts, all of which shall be consider
agreement, and shall become effective when o
counterparts have been signed by each of the
delivered to the other party, it being under
parties need not sign the same counterpart.

10.13 EXHIBITS AND SCHEDULES. The Exhibits and Sch
Agreement are incorporated by reference here
part hereof as if they were fully set forth

10.14 SEVERABILITY. The invalidity of any term or
Agreement shall not affect any other term of
Agreement, which shall remain in full force

10.15 NO THIRD-PARTY BENEFICIARIES. There are no b
Merger Agreement or of the transactions cont
nothing contained herein shall be deemed to
other than the parties hereto (and their per
assigns) any right to insist upon or to enfo
of any of the obligations contained herein.

10.16 TIME OF THE ESSENCE. Time is of the essence
obligations of the parties hereunder.
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IN WITNESS WHEREOF, the parties have executedesger Agreement as of the date first above written

Name:

Name:

VEECO INSTRUMENTSINC.

By:

Title:

DIGITAL INSTRUMENTS, INC.

By:

Title:

VIRGIL ELINGS

VIRGIL ELINGS, TRUSTEE UNDER
THE ELINGSWELLSVOTING TRUST
AGREEMENT

VIRGIL ELINGS, TRUSTEE UNDER
THE JEFFREY R. ELINGSVOTING TRUST
AGREEMENT

VIRGIL ELINGS, TRUSTEE UNDER
THE MICHAEL D. ELINGSVOTING TRUST
AGREEMENT

JEFFREY ELINGS

MICHAEL ELINGS
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JOHN GURLEY

MATHEW LONGMIRE AND
PAMELA WROBEL LONGMIRE,
husband and wife, as community property

PETER MAIVALD

MARK ROGERS

BETTY ELINGSWELLS
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EXHIBIT 99.2
[on Veeco letterhead]

VEECO SIGNSDEFINITIVE MERGER AGREEMENT
WITH DIGITAL INSTRUMENTS, INC.

Plainview, New York, March 2, 1998 -- Veeco Instiemts Inc. (NASDAQ:

VECO), today announced that it has signed a defeninerger agreement with Digital Instruments, lofcSanta Barbara, CA, the world lea
in scanning probe/atomic force microscopy (SPM/AFM)e merger was originally announced on Februa®©98 when the companies
signed an agreement in principle.

Under the terms of the agreement, Digital Instrutsishareholders will receive approximately 5.6 ignllshares of Veeco common stock. ~
merger is subject to a number of conditions, inicigapproval by shareholders of Veeco, confirmafiom Veeco's independent accountants
regarding its concurrence that the merger may beuwated for as a pooling of interests and recdiphy necessary governmental and third
party consents. The proposed merger is expectied tompleted during the second quarter of 1998tdbitnstruments, which is privately
held, had 1997 revenues of approximately $51 milfrom sales to the data storage, semiconductasinies and from research and general
microscopy applications.

Veeco Instruments Inc., headquartered in Plainviéewy York, is a worldwide leader in etch and deposiProcess Equipment for data
storage, and Process Metrology tools for the datage, semiconductor and flat panel display imiestManufacturing and engineering
facilities are located in New York, California aAdzona. Global sales and service offices are kdahroughout the United States, Europe,
Japan and Asia-Pacific.

TO THE EXTENT THAT THIS NEWS RELEASE DISCUSSES EXEEATIONS ABOUT MARKET CONDITIONS OR ABOUT
MARKET ACCEPTANCE AND FUTURE SALES OF THE COMPANYBRODUCTS, OR OTHERWISE MAKES STATEMENTS
ABOUT THE FUTURE, SUCH STATEMENTS ARE FORWARD-LOOKIG AND ARE SUBJECT TO A NUMBER OF RISKS AND
UNCERTAINTIES THAT COULD CAUSE ACTUAL RESULTS TO [HFER MATERIALLY FROM THE STATEMENTS MADE.
THESE FACTORS INCLUDE THE ABILITY OF THE PARTIES TOOMPLETE INDIVIDUAL CUSTOMERS AND BY THE
MARKETPLACE, AND OTHER FACTORS DISCUSSED IN THE BU$SESS DESCRIPTION AND MANAGEMENT'S DISCUSSION
AND ANALYSIS SECTIONS OF THE COMPANY'S REPORT ON RM

10-K AND ANNUAL REPORT TO SHAREHOLDERS.
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