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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
(Mark One)
X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended September 30, 200
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission file number 0-16244
VEECO INSTRUMENTS INC.
(Exact Name of Registrant as Specified in Its Glrart
Delaware 11-2989601
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organizatiot Identification Number
Terminal Drive
Plainview, New York 11803
(Address of Principal Executive Office (Zip Code)

Registrar’s telephone number, including area c¢(516) 67°-0200

Website:www.veeco.con

Indicate by check mark whether the registranth@g filed all reports required to be filed by Sextl3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 modh$or such shorter period that the registrans wejuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. YexI No O

Indicate by check mark whether the registrantleege accelerated filer, an accelerated filer, @accelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer,” and “small@porting company” in Rule 12b-2 of the

Exchange Act.
Large accelerated file[x] Accelerated fileld Non-accelerated file[d Smaller reporting compard
(Do not check if a smaller
reporting company

Indicate by check mark whether the Registrantdbell company (as defined in Rule 12b-2 of the BExgje Act). YesO No

32,187,122 shares of common stock, $0.01 par yadushare, were outstanding as of the close ofbssion October 27, 2008.
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SAFE HARBOR STATEMENT

This Quarterly Report on Form 10-Q (the “Reportihtains forward-looking statements within the magrof Section 27A of the
Securities Act of 1933, as amended, and Sectiona®1fie Securities Exchange Act of 1934, as amendBsicussions containing such
forward-looking statements may be found in Itenané 3 hereof, as well as within this Report geterld addition, when used in this Report,
the words “believes,” “anticipates,” “expects,” tiesates,” “plans,” “intends,” and similar expresssare intended to identify forward-looking
statements. All forward-looking statements are acijo a number of risks and uncertainties thatccoause actual results to differ materially
from projected results. These risks and uncerggriticlude, without limitation, the following:

e The recent turmoil in the world’s credit marketsynive a protracted adverse impact on capital spgrid the markets we serve
and, as a result, could have a material adversetesh our business and our results of operations.

e The cyclicality of the industries we serve direcfjects our business.

*  We operate in an industry characterized by rapitinelogical change.

*  We face significant competition.

«  We depend on a limited number of customers thatat@én highly concentrated industries.

*  The timing of our orders, shipments, and revenaegeition may cause our quarterly operating regalffuctuate significantly.
e Changes in our product mix may cause our quartgrgrating results to fluctuate significantly.

*  Our customers may cancel or reschedule their ongighsus.

e Our sales cycle is long and unpredictable.

«  Our outsourcing strategy could adversely affectresults of operations.

e We rely on a limited number of suppliers.

< Our inability to attract, retain, and motivate kayployees could have a material adverse effectiobasiness.
«  We are exposed to the risks of operating a globsiness.

*  We are subject to foreign currency exchange risks.

e Our success depends on protection of our intellégoperty rights.

*  We may be subject to claims of intellectual propé@rfringement by others.

*  Our acquisition strategy subjects us to risks dasett with evaluating and pursuing these opporiesind integrating these
businesses.

*  We may not obtain sufficient affordable funds teafice our future needs.
*  We are subject to risks of non-compliance with esrvinental and safety regulations.

*  We have adopted certain measures that may havealietiver effects which may make an acquisitionwfcompany by another
company more difficult.
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*  The other matters discussed under the heading “iamant’s Discussion and Analysis of Financial Ctiodiand Results of
Operations” contained in this Report and in the dadrReport on Form 10-K for the year ended DecerlieP007 of Veeco
Instruments Inc. (“Veeco,” the “Company,” or “we”).

Consequently, such forward-looking statements shbalregarded solely as our current plans, estgvaatd beliefs. We do not
undertake any obligation to update any forward-inglstatements to reflect future events or circamses after the date of such statements.

Available Information

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

Internet Address

We maintain a website where additional informationcerning our business and various upcoming evambe found. The address
of our website is www.veeco.com. We provide a limkour website, under Investors — Financial Infaiora— SEC Filings, through which
investors can access our filings with the SEC udiclg our Annual Reports on Form 10-K, Quarterlyp®&#s on Form 10-Q, Current Reports
on Form 8-K, and all amendments to such reporteséliilings are posted to our Internet site, as smoreasonably practicable after we
electronically file such material with the SEC.
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PART |. FINANCIAL INFORMATION

Iltem 1. Financial Statements

Veeco Instruments Inc. and Subsidiaries

Condensed Consolidated Statements of Operations

(In thousands, except per share data)

Net sales
Cost of sales
Gross profit
Operating expense
Selling, general, and administrative expe
Research and development expe
Amortization expens
Restructuring expens
Asset impairment charg
Other income, net
Total operating expens
Operating income (loss)
Interest expense, n
Gain on extinguishment of debt
(Loss) income before income taxes and noncontgplliteres!
Income tax provisiol
Noncontrolling interes
Net (loss) incomi

(Loss) income per common sha
Net (loss) income per common sh.

Diluted net (loss) income per common sh

Weighted average shares outstanc
Diluted weighted average shares outstan

(Unaudited)

Three months ended Nine months ended
September 30, September 30,

2008 2007 2008 2007
$ 115,70¢ $ 97,71¢ $ 332,46 $ 295,65:
69,62¢ 61,82« 196,02¢ 173,81¢
46,08: 35,89¢ 136,43¢ 121,83¢
23,58¢ 22,72 70,52¢ 69,341
15,30: 15,04¢ 45,17: 46,34
3,14¢ 1,95¢ 7,53( 8,23¢
4,12(C 52¢ 6,99¢ 1,97¢
_ — 28t —
(219) (179) (591) (605)
45,94¢ 40,08 129,92( 125,29:
137 (4,187 6,51¢ (3,459
1,052 66% 2,913 2,25¢
— — — (73€)
(915) (4,857) 3,60¢ (4,977)
812 954 2,86( 3,49(
(54) (127) (200) (482)
$ (1,679 $ (5,685 $ 94€ $ (7,98E)
$ (0.09) $ (0.18) $ 0.0 $ (0.26)
$ (0.05) $ (0.18) $ 0.0 $ (0.26)
31,45¢ 31,10( 31,29: 30,97¢
31,45¢ 31,10( 31,49¢ 30,97¢

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

Assets
Current assett
Cash and cash equivalel
Accounts receivable, less allowance for doubtfaicamits of $988 in 2008 and $984 in 2(
Inventories
Prepaid expenses and other current a:
Deferred income taxe
Total current assets
Property, plant, and equipment at cost,
Goodwill
Purchased technology, less accumulated amortizeafi$i6,563 in 2008 and $72,481 in 2(
Other intangible assets, less accumulated amadizat $34,447 in 2008 and $29,886 in 2(
Other assets
Total asset

Liabilities and shareholders’ equity
Current liabilities:

Accounts payabl

Accrued expense

Deferred profit

Income taxes payab

Current portion of long-term debt
Total current liabilities
Deferred income taxe
Long-term debi
Other nor-current liabilities

Noncontrolling interes

Total shareholders’ equity
Total liabilities and sharehold¢ equity

See accompanying notes.
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September 30, December 31,
2008 2007
(Unaudited)
$ 117,68: $ 117,08
71,91¢ 75,20
105,65¢ 98,59
7,45% 8,901
2,781 2,64¢
305,49¢ 302,43¢
66,49: 66,14:
105,35! 100,89¢
34,47( 36,107
27,61( 23,54(
19: 213
$ 539,61 $ 529,33¢
$ 33,35¢ S 36,63¢
61,82( 60,201
4,81¢ 3,25(C
1,084 2,27¢
25,42¢ 25,55(
126,50: 127,91¢
4,99t 3,71z
120,88¢ 121,03¢
2,18 1,97¢
814 1,01«
284,23. 273,67
$ 539,61 $ 529,33«
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Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(In thousands)
(Unaudited)

Nine months endec

Operating activities
Net income (loss $
Adjustments to reconcile net income (loss) to rehcprovided by operating activitie
Depreciation and amortizatic
Deferred income taxe
Non-cash restructuring chari
Net gain on extinguishment of lo-term deb
Non-cash compensation expense for stock options atritted stock
Noncontrolling interes
Non-cash asset impairment chal
Gain on sale of property, plant, and equipn
Bad debt expens
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Accounts payabl
Accrued expenses, deferred profit, and other cuiiabilities
Other, net

Net cash provided by operating activit

Investing activities

Capital expenditure

Payments for net assets of business acquiredf easb acquire:
Proceeds from sale of property, plant, and equipmen

Net cash used in investing activiti
Financing activities

Proceeds from stock issuant
Repayments of lor-term debt
Payments for debt issuance cc
Restricted stock tax withholding

Net cash used in financing activiti
Effect of exchange rate changes on cash and casaénts

Net change in cash and cash equival
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of period $

Non-cash investing and financing activities

Accrual of ear-out payments for business acqui
Exchange of convertible subordinated nc

Transfers from property, plant, and equipment t@imory
Transfers from inventory to property, plant, andipment

See accompanying notes.
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September 30,
2008 2007

94€ $ (7,985
18,13¢ 19,28¢
1,26( 1,111
3,01¢ —
— (739)
5,671 3,49(
(200) (482)
28t —
(67) (79)
4 40
6,66° 19,93:
(1,709 (4,807
(4,16¢) (5,042)
(5,449 524
(1,97¢) (2,481)
22,42( 22,77
(10,43() (6,859
(10,970 —
104 311
(21,296 (6,547%)
681 2,781
(270 (55,407
— (1,502
(96¢€) (314)
(55€) (54,447
35 (435)
601 (38,644
117,08: 147,04¢
117,68 $ 108,40:
$ 3521 $ —
$ — % 118,76¢
$ 404 $ 473
$ 38 % 78
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VEECO INSTRUMENTS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatementUnaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed consolidetaxdial statements have been prepared in accagdmitic accounting principle
generally accepted in the United States for intdimancial information and with the instructionskorm 10-Q and Article 10 of Regulation S-
X. Accordingly, they do not include all of the imfpation and footnotes required by U.S. generalbeated accounting principles for complete
financial statements. In the opinion of managemahgdjustments considered necessary for a faggntation (consisting of normal recurring
accruals) have been included. Operating resultthfothree months and nine months ended Septerib20@8, are not necessarily indicative
of the results that may be expected for the yedingnDecember 31, 2008. For further informatiaier to the financial statements and
footnotes thereto included in our Annual ReporfFonm 10-K for the year ended December 31, 2007.

Consistent with prior years, we report interim dees, other than fourth quarters which always em@ecember 31, on a 13-week
basis ending on the last Sunday within such peridek interim quarter ends are determined at tiggnbeng of each year based on the 13-week
qguarters. The 2008 interim quarter ends are Ma@cllune 29, and September 28. The 2007 interarteuends were April 1, July 1, and
September 30. For ease of reference, we repae théerim quarter ends as March 31, June 30, epte®ber 30 in our interim condensed
consolidated financial statements.

Net (Loss) Income Per Common Sh

The following table sets forth the reconciliatidimeighted average shares outstanding and dilusadhted average shares
outstanding:

Three months ended Nine months ended
September 30, September 30,
2008 2007 2008 2007
Weighted average shares outstanc 31,45¢ 31,10( 31,29: 30,97¢
Dilutive effect of stock options and restrictedcdt
awards and unit — — 20& —
Diluted weighted average shares outstan 31,45¢ 31,10( 31,49¢ 30,97¢

Net (loss) income per common share is computedjubimweighted average number of common sharetaadiag during the period.
Diluted net (loss) income per common share is caagpusing the weighted average number of commorestaad common equivalent shares
outstanding during the period.

During the three-month period ended September @08,2options to purchase 5.7 million shares of comistock (at prices ranging
from $0.27 to $72.00 per share) were excluded ffeercomputation of diluted earnings per share dubé net loss sustained for the period,
which caused their effect to be antidilutive. Dgrthe nine-month period ended September 30, 2ifiyns to purchase 4.8 million shares of
common stock (at prices ranging from $16.56 to @@er share), respectively, were excluded fronctmputation of diluted earnings per
share due to exercise prices that exceeded thage/enarket price of our common stock for the periating the three-month and nine-month
periods ended September 30, 2007, options to psechd million shares of common stock (at pricegjireg from $0.27 to $72.00 per share) in
both periods were excluded from the computatiodiloted earnings per share due to the net lossisest for the period, which caused their
effect to be antidilutive.

During the second quarter of 2007, we exchange@.8liillion of our unsecured 4.125% convertibleaalinated notes due
December 2008 (the “Old Notes”) for $117.8 millioha new series of 4.125% convertible subordinateés (the “New Notes”) due April 15,
2012. The effect on diluted shares of the asswopatersion of the Old Notes was approximatelyrilion and 2.2 million common
equivalent shares for the three months and ninglmanded September 30, 2007, respectively. Theected shares were anti-dilutive and,
therefore, were not included in the weighted shatgstanding for the three months and nine montkde@ September 30, 2007. The

8
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exchange of the Old Notes for the New Notes, tagretfith $56 million in repurchases of Old Notesidgrthe first quarter of 2007 reduced the
effect of the assumed conversion of the Old Notésch was calculated using the “if converted” methd accounting. For the three months
and nine months ended September 30, 2008, the tedigiverage effect on diluted shares of the asswmmdersion of the remaining $25.2
million of Old Notes is approximately 0.7 milliomares in each period.

The New Notes meet the criteria for determiningeffect of the assumed conversion using the trgastock method of accounting,
long as we have the ability and the intent to s¢kté principal amount in cash. Under the termth®@MNew Notes, we may pay the principal
amount of converted New Notes in cash or in shafesmmon stock. We have indicated that we int@nglay such amounts in cash. Using
the treasury stock method, the impact of the asdwueversion of the New Notes is anti-dilutive foe three months and nine months ended
September 30, 2008 and 2007, as the average sticekwas below the conversion price of $27.23 frteperiod. The effect of the assumed
converted shares is dependent on the stock prite dgitne of the conversion. The maximum numberashmon equivalent shares issuable
upon conversion is approximately 6.0 million. $&wse 8 for further details on our debt.

Fair Value Measuremen

In September 2006, the Financial Accounting StashsiBoard (“FASB”) issued Statement of Financial duting Standards No. 157,
Fair Value Measuremen(“SFAS 157"). SFAS 157 establishes a common dedimifor fair value to be applied to U.S. generabcepted
accounting principles requiring use of fair valastablishes a framework for measuring fair valne, eéxpands disclosure about such fair value
measurements. In February 2007, the FASB isswedi8ent of Financial Accounting Standards No. I%@ Fair Value Option for Financial
Assets and Financial Liabilitie(“"SFAS 159”). SFAS 159 permits entities to choaseneasure financial assets and liabilities (extapthose
that are specifically excluded from the scope ef$#tatement) at fair value. The election to meaadieancial asset or liability at fair value can
be made on an instrument-by-instrument basis aimeigcable. The difference between carrying vanod fair value at the election date is
recorded as an adjustment to opening retainedregrnSubsequent changes in fair value are recadjimzearnings.

Effective January 1, 2008, we adopted SFAS 1573HAIS 159. Since we do not have any financial assad liabilities that are
required to be recorded at fair value, the onlyantmf these adoptions will be on the disclosueggiired by SFAS No. 10Disclosures about
Fair Value of Financial Instrumenin our Annual Report on Form 10-K for the year emgdDecember 31, 2008.

Recent Accounting Pronounceme

On February 12, 2008, the FASB issued FASB Staditfem No. FAS 157-2Effective Date of FASB Statement No. {%BP 157-
2"). FSP 157-2 amends SFAS 157 to delay the éfflediate of SFAS 157 for nonfinancial assets andinancial liabilities, except for items
that are recognized or disclosed at fair valudéfinancial statements on a recurring basis {ghat least annually). For items within its sc;
FSP 157-2 defers the effective date of SFAS 15istal years beginning after November 15, 2008, iatetim periods within those fiscal
years. We are currently evaluating the impactiofpting the provisions of SFAS 157 for I-financial assets and liabilities that are recogdiz
or disclosed on a non-recurring basis.

In December 2007, the FASB issued Statement ofn€iabAccounting Standards No. 141 (revised 20Bujsiness Combinations
(“SFAS 141(R)") and Statement of Financial AccongtStandards No. 168loncontrolling Interests in Consolidated Financ&htements —
an Amendment of ARB No. 8SFAS 160”). Under SFAS 141(R), an acquiringitgnwill be required to recognize all the assetgued and
liabilities assumed in a transaction at the actjaisidate at fair value with limited exceptionsiF-AS 141(R) also changes the accounting
treatment for certain other items that relate tsitess combinations. SFAS 141(R) applies prospygtio business combinations for which
acquisition date is on or after January 1, 200® pirpose of SFAS 160 is to improve the relevacamparability, and transparency of the
financial information that a reporting entity prdes in its consolidated financial statements. fibst significant provisions of this statement
result in changes to the presentation of noncdirtgpinterests in the consolidated financial stagats. SFAS 160 is effective for fiscal years
beginning after December 15, 2008. The adoptiathisfstatement will impact the manner in whichpresent noncontrolling interests, but®
not impact our consolidated financial position esults of operations.

9
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In March 2008, the FASB issued Statement of Firedrtcounting Standards No. 1@isclosures about Derivative Instruments and
Hedging Activities("SFAS 161"). SFAS 161 changes the disclosure reguénts for derivative instruments and hedgingvdigts. Entities are
required to provide disclosures about (a) how ahy an entity uses derivative instruments, (b) hemative instruments and related hedged
items are accounted for under FASB Statement N®, A&ounting for Derivative Instruments and Hedgirgivities, and its related
interpretations, and (c) how derivative instrumeand related hedged items affect an entity’s firgmosition, financial performance, and cash
flows. SFAS 161 is effective for fiscal years anterim periods beginning after November 15, 2008 r@guires comparative disclosures only
for periods subsequent to initial adoption. Thepdidm of the provisions of SFAS 161 will not impaxtr consolidated financial position or
results of operations.

In May 2008, the FASB issued FASB Staff Position NBB 14-1,Accounting for Convertible Debt Instruments ThatyNBe Settled
in Cash upon Conversion (Including Partial Casht@atent)(“FSP APB 14-1"). The guidance is effective forcié years beginning after
December 15, 2008, and interim periods within thgssrs. FSP APB 14-1 will require issuers of cotibke debt that can be settled in cash to
separately account for (i.e. bifurcate) a portibthe debt associated with the conversion feataceraclassify this portion to stockholders’
equity. The liability portion, which represente tfair value of the debt without the conversiortdea, will be accreted to its face value over the
life of the debt using the effective interest methwith the accretion expense recorded to intereSi? APB 14t will be applied retrospective
to all periods presented. The cumulative effedhefchange in accounting principle on periods pdhose presented will be recognized as of
the beginning of the first period presented. Weeexphe adoption of FSP APB 14-1 to have a mateffatt on our consolidated financial
position, results of operations, and earnings pares Effective as of date of issuance of the Netes, we will reclassify approximately $16.3
million from long-term debt to additional paid-iagital, and as of the adoption of FSP APB 14-heleginning of 2009, our accumulated
deficit will reflect approximately $4.8 million afebt accretion that occurred between the issuaateead the New Notes and the adoption date.
Approximately $3.2 to $3.7 million of additionaltérest expense will be recorded annually from theption date through the maturity date of
the convertible debt. This additional interest exg@ewill not require the use of cash.

Note 2—Acquisition of Mill Lane Engineering

On May 22, 2008, we acquired Mill Lane Engineer@uy, Inc. (“Mill Lane”), a privately held manufacturer of web coating systéor
flexible solar panels, for a purchase price of 8Iillion, net of cash acquired, plus potentialfietearn-out payments of up to $19.0 million
(representing additional purchase price) continggon the future achievement of certain operateggomance criteria. Fees related to the
acquisition were $0.7 million. Mill Lane is based_owell, Massachusetts and at the time of actjaishad approximately 20 employees. |
Lane has been renamed Veeco Solar Equipment Mee€o Solar”), and its financial results are inélddn our LED & Solar Process
Equipment segment (see Note 5) as of the acquigiiide. We have determined that this acquisitmesdot constitute a material business
combination and therefore are not including prarfaffinancial statements in this report.

Note 3—Share-Based Payments
Stock Option and Restricted Stock Compensation

Sharebased compensation cost is measured at the grentdeed on the fair value of the award, anddsgeized as expense over
employee requisite service period in accordance RSB Statement of Financial Accounting Stand&tds123(R),Share-Based Payment

(“SFAS 123(R)"). The following compensation expengas included in the condensed consolidated séatesnof operations for the three
months and nine months ended September 30, 2003047d(in thousands):

Three months ended Nine months ended
September 30, September 30,
2008 2007 2008 2007
Share-based compensation expense $ 2,04¢ $ 150t $ 5671 $ 3,49(

As of September 30, 2008, the total unrecognizexipamsation cost related to nonvested stock awadistack option awards is
$10.6 million and $7.8 million, respectively. Tredated weighted average period over which we edipet such unrecognized compensation
costs will be recognized as expense is approximatél years for both the nonvested stock awardgladption awards.

During the third quarter of 2008, we granted tdaierkey employees 14,500 shares of restricted ammm

10
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stock, 10,000 restricted stock units, and 61,000ksbptions. The stock options will vest over gethyear period and the restricted stock
awards and units will vest over a four-year period.

A summary of our restricted stock awards includiesgricted stock units as of and for the nine merthded September 30, 2008, is
presented below:

Weighted
Average
Shares Grant-Date
(000s) Fair Value
Nonvested at beginning of ye 68C $ 19.5(C
Granted 384 17.3(C
Vested (367) 19.61
Forfeited (including cancelled awarc (23 18.4(
Nonvested at September 30, 2( 68( 18.21

A summary of our stock option plans as of and liertine months ended September 30, 2008, is pezsbatow:

Weighted-
Average
Weighted- Aggregate Remaining
Shares Average Intrinsic Contractual
(000s) Exercise Price Value (000s) Life (in years)
Outstanding at beginning of ye 567z $ 23.0¢
Grantec 1,22¢ 17.3¢
Exercisec (58) 11.71
Forfeited (including cancelled optior (1,119 30.7¢
Outstanding at September 30, 2( 5,72 20.4: % 1,22¢ 3.6
Options exercisable at September 30, 2008 4,11¢ 21.4F $ 1,20z 25

Note 4—Balance Sheet Information
Inventories

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

September 30, December 31,
2008 2007
Raw materials $ 60,08: $ 58,157
Work in proces! 32,84 27,33(
Finished goods 12,73¢ 13,107
$ 105,65¢ $ 98,59

Accrued Warrant

We estimate the costs that may be incurred un@eaw#rranty we provide and recognize a liabilitghie amount of such costs at the
time the related revenue is recognized. Factatsatiect our warranty liability include produciltae rates, material usage and labor costs
incurred in correcting product failures during tharranty period. We periodically assess the adegofour recognized warranty liability and
adjust the amount as necessary. Changes in owantsatiability during the period are as follows thousands):

11
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Nine months ended

September 30,
2008 2007
Balance at beginning of period $ 6,50z $ 7,11¢
Warranties issued during the per 4,96: 4,17(
Settlements made during the period (4,09€6) (4,789
Balance at end of peric $ 7,36¢ $ 6,50(

Note 5—Segment Information

In 2008, we began to manage the business, revievatipg results and assess performance, as walloasite resources, based upon
three separate reporting segments to more acourafedct the market focus of each business. TigatlEmitting Diode (“LED”) & Solar
Process Equipment segment consists of the metahimrghemical vapor deposition (“MOCVD”) and mol&aubeam epitaxy (“MBE”)
products primarily sold to customers in the higlghiness light emitting diode (“HB-LED”), solar, @mvireless industries, as well as web
coaters for flexible photovoltaic applications. §segment has production facilities in Somersety Blersey, St. Paul, Minnesota, and Lowell,
Massachusetts. The Data Storage Process Equipemnest consists of the ion beam etch, ion beamgitéprg diamond like carbon, physical
vapor deposition, and dicing and slicing productdléctively, lon Beam and Slider products) solanarily to customers in the data storage
industry. This segment has production facilitie$lainview, New York, Ft. Collins, Colorado, andr@arillo, California. The Metrology
segment consists of products that are used togeayritical surface measurements on items suchragenductor devices and thin film
magnetic heads (“TFMHSs”), as well as biologicalnoscience, and material science samples, and elodr broad line of atomic force
microscopes, optical interferometers and stylugilpre sold to customers in the semiconductor aatd dtorage industries and thousands of
research facilities and scientific centers. Thignsent has production facilities in Camarillo andhtaaBarbara, California and Tucson, Arizona.

Prior to 2008, we managed the business based osdgraents, Process Equipment and Metrology. TbeeBs Equipment segment
combined the ion beam etch, ion beam depositi@mdid like carbon, physical vapor deposition, aisthd and slicing products with the
MOCVD and MBE technologies. This change in segneentposition was based upon management’s view ltleabisiness segments should
coincide more precisely with the markets in whielslesegment sells its products. The Metrology segras remained unchanged. The prior
year segment financial information presented béiaw been conformed to the current period present:

We evaluate the performance of our reportable saggmsed on income (loss) from operations befaszast, income taxes,
amortization and certain items (“EBITA”), whichtise primary indicator used to plan and forecastriziperiods. The presentation of this
financial measure facilitates meaningful comparigdth prior periods, as management believes EBI&ports baseline performance and thus
provides useful information. Certain items includstructuring expenses, asset impairment chargdgjebt-related gains. The accounting
policies of the reportable segments are the santeas described in the summary of critical acciognpolicies.

The following tables present certain data pertginoour reporting segments and a reconciliatioBBITA to income (loss) before
income taxes and noncontrolling interest for thhe¢hmonths and nine months ended September 30,a2@083007, and goodwill and total
assets as of September 30, 2008 and December (B (iBGhousands):

LED & Solar Data Storage Unallocated
Process Process Corporate
Equipment Equipment Metrology Amount Total
Three months ended September 30, 20(
Net sales $ 40,98! $ 43,25¢ $ 3L47C $ — $ 115,70¢
Income (loss) before interest, taxes, amortizatom,
certain items (EBITA $ 5477 $ 6,73¢ $ 45 $ (3,929 $ 8,33-
Interest expense, n — — — 1,052 1,052
Amortization expens 1,587 952 49t 114 3,14¢
Restructuring expens — — 437 3,68t 4,12(
Purchase accounting adjustment (1) 927 — — — 927
Income (loss) before income taxes and noncontmp
interest $ 2,96 $ 5787 $ (887 $ (8,779 $ (915)
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Three months ended September 30, 20(

Net sales $ 31,82 $ 31,09¢ $ 34,798 $ — 97,71¢
Income (loss) before interest, taxes, amortizataom,

certain items (EBITA $ 3,19¢ $ 947 $ (395 $ (3,557%) (1,699)
Interest expense, n — — — 66% 66<
Amortization expens 492 952 39¢ 11€ 1,95¢
Restructuring expense — 15¢ 46 324 52¢
Income (loss) before income taxes and noncontop

interest $ 2,70¢  $ (2,05¢9) $ (840) $ (4,65%) (4,852)
Nine months ended September 30, 20(
Net sales $ 128,20: $ 104,090 $ 100,16¢ $ — 332,46!
Income (loss) before interest, taxes, amortizataom,

certain items (EBITA $ 22,807 $ 10,44¢ $ 61 $ (11,61 22,25¢
Interest expense, n — — — 2,91: 2,91:
Amortization expens 3,04( 2,85¢ 1,29t 33¢ 7,53(
Restructuring expens 7 124 627 6,23 6,99¢
Asset impairment charg — — — 28t 28t
Purchase accounting adjustm(1) 927 — — — 927
Income (loss) before income taxes and noncontgpllil

interest $ 18,83 $ 7,46¢€ $ (1,309 $ (21,389 3,60¢
Nine months ended September 30, 20(
Net sales $ 82,18t $ 98,84( $ 114,62 $ — 295,65!
Income (loss) before interest, taxes, amortizataom],

certain items (EBITA $ 8,781 $ 3,058 % 4,01t $ (9,10€) 6,751
Interest expense, n — — — 2,25¢€ 2,25¢€
Amortization expens 3,77¢ 2,85¢ 1,13t 473 8,23¢
Restructuring expens — 15¢ 1,39¢ 417 1,974
Gain on extinguishment of de — — — (738) (73€)
Income (loss) before income taxes and noncontgpllin

interest $ 501 $ 42 $ 148: $ (11,519 (4,979

LED & Solar Data Storage Unallocated
Process Process Corporate
Equipment Equipment Metrology Amount Total

As of September 30, 200
Goodwill $ 45,61( $ 30,377 % 29,36¢ $ — 105,35!
Total asset 132,34. 148,53: 116,86t 141,87¢ 539,61
As of December 31, 200
Goodwill $ 41,15 % 30,377 % 29,36¢ $ — 100,89t
Total asset 121,32¢ 144,94. 121,06( 142,00 529,33

(1) This adjustment relates to the required capétibn of profit in inventory associated with thequisition of Mill Lane which is included in

cost of sales.

Corporate total assets are comprised principallyash and cash equivalents at September 30, 2@0Besember 31, 2007.

Note 6—Income Taxes

For the nine months ended September 30, 2008 esarve for unrecognized tax benefits decreasegpogimately $0.3 million
primarily due to the expiration of the statuteiofitations relating to certain foreign tax posit®nAs a result, we had $1.6 million of

unrecognized tax benefits at September 30, 2008f alhich relate to
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positions taken on our foreign tax returns andesgnt the amount of unrecognized tax benefits ifhat;ognized, would favorably impact the
effective income tax rate in future periods.

We or one of our subsidiaries file income tax nesuin the U.S. federal jurisdiction and variougdestéocal, and foreign jurisdictions.
All material federal, state, local, and foreignante tax matters have been concluded for yearsghrd002 subject to subsequent utilization of
net operating losses generated in such years. @thnthird quarter of 2008, the Internal Revener/iBe initiated an examination of our
Federal income tax return for the calendar yea620a addition, our tax returns are under exanmmaih certain foreign jurisdictions.

We are continuing our practice of recognizing iagtrand penalties related to income tax mattergiome tax expense. The total
accrual for interest and penalties related to uagetax positions was approximately $0.4 millianad September 30, 2008.

Note 7—Comprehensive (Loss) Income

Total comprehensive (loss) income for the three tmand nine months ended September 30, 2008 &vdv2ds as follows (in
thousands):

Three months endec Nine months endec
September 30, September 30,
2008 2007 2008 2007
Net (loss) incom $ 1,679 $ (5,687 $ 94€ $ (7,98¢)
Foreign currency translation (loss) g (55E) 1,481 1,20¢ 1,38
Total comprehensive (loss) income $ (2,22)) $ (4,202) $ 2,15¢  $ (6,59%)

Note 8—Debt
Convertible Debt

During the first quarter of 2007, we repurchase@.@3nillion of our Old Notes for $54.8 million, reding the amount of the Old
Notes outstanding from $200.0 million to $144.0limil. As a result of these repurchases, we recbadeet gain from the extinguishment
debt of $0.7 million.

During the second quarter of 2007, we issued Netedpursuant to privately negotiated exchange awgats with certain holders of
the Old Notes. Under these agreements, such Iscédgeed to exchange $118.8 million aggregate ipahemount of the Old Notes for
approximately $117.8 million aggregate principaloamt of New Notes. No net gain or loss was recoatethe exchange transactions since
carrying value of the Old Notes including unamatizieferred financing costs approximated the exghaalue of the New Notes. Following
the exchange transactions, approximately $25.2amibf the Old Notes, with a conversion price 08%3. per common share, remained
outstanding. The Old Notes are due in Decembe8 288 we expect to pay off these notes througlusleeof our available cash balances.

The New Notes initially will be convertible into 3277 shares of common stock per $1,000 principaiuent of New Notes
(equivalent to a conversion price of $27.23 perestoa a premium of 38% over the closing marketefar our common stock on April 16,
2007). Holders may convert the New Notes at ang tiluring the period beginning on January 15, 28i@igh the close of business on the
second day prior to April 15, 2012 and earlier ugmnoccurrence of certain events including our mam stock trading at prices equal to 13
over the conversion price for a specified period.

Credit Agreement

During the third quarter of 2007, we entered intoradit Agreement with HSBC Bank USA, National Asistion, as administrative
agent (“HSBC”), and the lenders named therein ‘(@redit Agreement”). The Credit Agreement provides for revolving crdatitrowings of u
to $100.0 million. As of September 30, 2008 andddeloer 31, 2007, there were no borrowings outstandinterest expense associated with
the credit agreement recorded during the nine nsoetiled September 30, 2008 was $0.2 million, o€kv&D.1 million is included in accrued
expenses as of September 30, 2008.
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Note 9 — Commitments, Contingencies and Other Matts
Legal Proceeding

On August 11, 2008, we announced that we had datteepatent litigation which we had brought in 200 the United States District
Court for the Central District of California agaimssylum Research Corporation, a privately-held pany founded by former Veeco
employees (“Asylum”). In the lawsuit, we had akeghat the manufacture, use, and sale of Asylii¥B-3D AFM constituted willful
infringement of five patents owned by us, as welbther claims. In the settlement, Veeco and Asydigreed to drop all pending claims
against each other and agreed to a five year, wat@lcross license of each company’s patents andtaal covenant not to sue on patents
either party has a right to assert. Asylum madetgpayment to Veeco and will pay an ongoing rgyttVeeco for the five-year term of the
cross license. As part of the settlement, Asylaeknawledged the validity of the Veeco patents dsddn the case. During the case, we
capitalized legal costs incurred to defend ourmqatand are now amortizing these capitalized amsts the remaining lives of these patents.
Payments received from Asylum have been and wiltinoe to be netted against the capitalized legsiscupon receipt.

Restructuring Expenst

During 2007, management initiated a profit improeatplan, resulting in severance costs for appratéhy 90 employees, or
approximately 7.5% of our employees, which includeghagement, administration, and manufacturing eypegls companywide. Furthermc
we took additional measures to improve profitailincluding a reduction of discretionary expensealignment of our sales organization to
more closely match current market and regional dppdies, and consolidation of certain engineegngups within our data storage business,
which included the discontinuation of two produdisconjunction with these activities, we recogulizerestructuring charge of approximately
$6.7 million during 2007.

During the first quarter of 2008, we consolidatenl Gorporate headquarters into our Plainview, NewkYocation. As a result, we
incurred an additional restructuring charge of $8ifion, representing the remaining lease reraaild estimated property taxes for the facility
we vacated, offset by the estimated expected ssdblieaome to be received. We made certain assoinggth determining the charge, which
included estimated sublease income and terms cfublease as well as the estimated discount rdde tsed in determining the fair value of
the liability. We developed these assumptions daseour understanding of the current real estateket as well as current market interest
rates. The assumptions were based on managerhest’sstimates, and will be adjusted periodic&lbetter information is obtained.

During the second quarter of 2008, we did not ireowy additional restructuring charges. Duringttiied quarter of 2008, we record
a charge of $4.1 million, comprised of the follogir$3.7 million related to a mutually agreed-upemrtination of the employment agreement
with Veeco’s former CEO following the successfuimetion of the CEO transition, which included ade of $3.0 million for the
acceleration of stock-based compensation experssopnel severance costs of $0.1 million for Megglemployees; and $0.3 million in
lease-related expenses associated with the teiionnatthe lease for a Metrology facility in Saf8arbara, California. Restructuring expenses
for the three months and nine months ended SepteBh@008 and 2007 are as follows (in thousands):

Three months ended Nine months ended
September 30, September 30,
2008 2007 2008 2007
Leastwrelated cost $ 282 % — 3 2,83 $ —
Personnel severance co 82C 52¢ 1,141 1,97«
Modification of equity award 3,01¢ — 3,01¢ —
Total restructuring expent $ 4,12( $ 52¢ $ 6,99t $ 1,97¢

The following is a reconciliation of the liabilifypr the restructuring charge from inception thro@gptember 30, 2008 (in thousands):

15




Table of Contents

LED & Solar Data Storage
Process Process Unallocated

Equipment Equipment Metrology Corporate Total
Shor-Term Liability
2007 Activity
Personnel severance chari $ 34 $ 65¢ $ 1,15¢ $ 2,46¢ $ 4,31«
Purchase order commitments — 1,84( — 1,84(
Total charged to accru(1) 34 2,49¢ 1,15 2,46¢ 6,154
Cash payments a7 (435) (75)) (639) (1,836
Balance as of December 31, 2007 17 2,06: 40z 1,83¢ 4,31¢
2008 Activity
Leastrelated cost — — 282 971 1,25
Personnel severance char 7 124 344 66€ 1,141
Total charged to accrual (2) 7 124 62€ 1,63 2,394
Shor-term/lon¢-term reclassificatiol — — — 25 25
Cash payments (15) (2,069 (780) (2,369 (5,239
Balance as of September 30, 2! $ 9 $ 11€  $ 24¢  $ 1,12¢ $ 1,50¢
Long-Term Liability
2008
Leastrelated cost $ — 3 — 3 — % 158: $ 1,58:
Shor-term/lon¢-term reclassificatiol — — — (25 (25
Other adjustments — — — (172) (172)
Balance as of September 30, 2( $ — 3 — 3 — $ 1,38¢ $ 1,38¢

(1) In 2007, a charge of $0.6 million for the modificat of stock options was recorded as part of aiteation agreement with each of
five key employees as an increase to additional-pacapital.

(2) In 2008, a charge of $3.0 million for the accelerabf equity awards was recorded as part of a aliytagreed upon termination w
our former CEO (who currently remains as Chairmitihe Board of Directors) as an increase to additigaid-in capital.

The balance of the restructuring accrual is exgetdde paid over the next thirty-three monthgherremaining life of the lease for
the former Corporate headquarters. Given the tate&ange in business climate, management is clyrevaluating various cost cutting
actions, and it is likely that we will incur restturing charges in the fourth quarter, dependinonughe timing and extent of actions under
consideration. We are not able to estimate thenextf these charges at this time.

In addition to restructuring expenses, during st fluarter of 2008, we recorded a $0.3 millioseaismpairment charge associated
with property and equipment abandoned as parteo€timsolidation of our Corporate headquartersontaPlainview facility.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.
Executive Summary

We design, manufacture, market, and service ergbbfutions for customers in the HB-LED, solar,adstorage, semiconductor,
scientific research and industrial markets. WeeHaading technology positions in our three busiass LED & Solar Process Equipment, [
Storage Process Equipment, and Metrology.

Our LED & Solar Process Equipment products, whithuide MOCVD and MBE technologies, and web cod@rflexible
photovoltaic applications, are used in the manufaog of HB-LEDs and wireless devices (such as pameplifiers) and solar panels. Our
Data Storage Process Equipment products, whichdedon beam etch and deposition, physical vapposigon and other technologies, are
used primarily in the manufacturing of TFMHSs foettiata storage industry. Our Metrology equipmediuides atomic force microscopes
(“AFMs"), scanning probe microscopes (“SPMs”), apliinterferometers, and stylus profilers, andsisdito provide critical surface
measurements in research and production envirorsmkenproduction, our equipment allows customarshsas those in semiconductor and
data storage, to monitor their products througlloetmanufacturing process in order to improve wetdduce costs, and improve product
quality. Our instruments are also sold to thousaridmiversities, research facilities and scieatdenters worldwide to enable a variety of
nanotechnology related research.

We currently maintain facilities in Arizona, Califoa, Colorado, Minnesota, New Jersey, New York] Btassachusetts, with sales
and service locations in North America, Europeada@and the Asia Pacific region.

During 2007, management established a profit imgmaant plan, resulting in a 7.5% reduction in oupkEyment levels, a reduction
of discretionary expenses, the realignment of alessorganization to match more closely marketragénal opportunities, consolidation of
our Corporate headquarters, and the consolidaficertain engineering groups within our Data Ster&gocess Equipment business, which
included the discontinuation of two products. dmjuinction with these activities, we recognize@stnucturing charge of approximately $6.7
million during the year ended December 31, 200%y@bas an inventory write-off of $4.8 million amah asset impairment charge of $1.1
million. During the nine months ended September2B08, we incurred additional restructuring charge$7.0 million and asset impairment
charges of $0.3 million, discussed further in Rissof Operations below. Through the first nine itherof 2008, we have seen the positive
impact of these restructuring activities on the @any’s operating expenses.

Highlights of the Third Quarter of 2008

*  Revenue was $115.7 million, an 18% increase owettind quarter of 2007.

e Orders were $90.2 million, down 24% from the thdrearter of 2007.

*  Netloss was ($1.7) million, or ($0.05) per shammpared to net loss of ($5.7) million, or ($0.p8) share, in the third quarter of
2007.

e Gross margins were 39.8%, compared to 36.7% ithihe quarter of 2007.

Highlights of the First Nine Months of 2008

*  Revenue was $332.5 million, a 12% increase ovecoheparable 2007 period.

*  Orders were $335.9 million, consistent with the panable 2007 period.

*  Netincome was $0.9 million, or $0.03 per shareppared to a net loss of ($8.0) million, or ($0.p6) share, in the comparable 2007
period.

e Gross margins were 41.0%, compared to 41.2% in.2007

Outlook

For the first nine months of 2008, the Companyreasrted a meaningful recovery year in both revegrogvth and profitability.
While Veeco has delivered strong revenue growthpnotit improvement in 2008, in the third quarteg @xperienced a deterioration in
business conditions with a sharp decline in ordélOCVD systems as the HB-LED industry digestsatgmificant number of new tools
purchased this past year, and the global creditsctaused customers to delay or forego capacityesshnology purchases. Third quarter or
of $90.2 million were significantly below our priexpectations, and the Company also experienceé posh-outs and cancellations of
equipment purchases.
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While the Company has a healthy prospect list &w orders in the fourth quarter, it appears thatglobal economic climate and
constrained financing environment may cause a bstmaddown in capital equipment purchases by outacnsrs, with uncertainty as to the
depth and duration of the downturn. Due to thigtkeh visibility, we are unable to give an accurassessment of fourth quarter orders, and we
currently anticipate order rates to come underguesfor the foreseeable future. Veeco estimatgsttrevenues for the fourth quarter of 2008
will be $110-$118 million.

The Company is taking corrective actions to lower @ost structure in preparation for what is likelybe a reduced revenue year in
2009. Our goal is to lower our spending while nteiiming strategic investments in research and deveént, particularly in our LED & Solar
business. It is our intent to emerge from thes@né economic environment in a strong positiomtabée future revenue and profit growth.
Since the Company is currently evaluating varicest cutting actions, it is likely that Veeco witldur restructuring charges in the fourth
quarter, depending upon the timing and extent tibas under consideration. We are not able toregt the extent of these charges at this
time.

Despite the recent deteriorating business condifivieeco has forecasted revenues in the rangedof t94$450 million in 2008, up
approximately 10% from the $402.5 million reporte@®007, as well as a meaningful profit improvemasntompared to 2007. The Company
believes that it is well-positioned to capitalize éxciting multi-year technology trends acrossldeb & Solar, Data Storage and Metrology
businesses, and we have made significant prodresgdar in refocusing our businesses and improoimgperformance. We have a strong
balance sheet and positive cash flow, and we exgights time that we can manage Veeco througlgltiieal economic crisis while maintaini
our commitment to R&D to ensure our long-term gtowahd success.

Veeco will remain focused on executing our coratsgies to improve the Company’s performance:

» Directing Veeco's resources to the best growth ojppities;
»  Strengthening the global sales and services orgtoir,

*  Maximizing profitability through a continued focos gross margin improvement and cost containmetiities;

»  Ensuring that each of Veeco’s product businesdeb, & Solar Process Equipment, Data Storage Prdegsgpment, and
Metrology, are executing well; and

* Improving Veeco’s business processes to maximieetfeness, predictability and profitability.
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Results of Operations:
Three Months Ended September 30, 2008 and 2007

Consistent with prior years, we report interim dees, other than fourth quarters, which always @m@ecember 31, on a 13-week
basis ending on the last Sunday within such peridak interim quarter ends are determined at tiggnbeng of each year based on the 13-week
quarters. The 2008 interim quarter ends are Maélune 29 and September 28. The 2007 interimequends were April 1, July 1 and
September 30. For ease of reference, we repare théerim quarter ends as March 31, June 30, epte®ber 30 in our interim condensed
consolidated financial statements.

The following table shows our Consolidated Stateismieh Operations, percentages of sales, and cosgrarbetween the three months
ended September 30, 2008 and 2007 (dollars in #mauls3:

Three Months Ended Dollar and
September 30, Percentage
2008 2007 Change

Net sales $ 115,70¢ 100.(% $ 97,71¢ 100.(% $ 17,99 18.2%
Cost of sales 69,62¢ 60.2 61,82/ 63.5 7,80z 12.€
Gross profil 46,08: 39.¢ 35,89/ 36.7 10,18¢ 28.2
Operating expense

Selling, general, and administrati

expense 23,58¢ 20.4 22,72: 23.% 86€ 3.8

Research and development expe 15,30: 13.2 15,04¢ 15.¢ 252 1.7

Amortization expens 3,14¢ 2.7 1,95¢ 2.C 1,18¢ 60.7

Restructuring expens 4,12( 3.€ 52¢ 0.t 3,591 678.¢

Other income, ne (219 (0.2) (179 (0.2) 34 19.C
Total operating expenses 45,94¢ 39.7 40,08: 41.C 5,86¢ 14.¢
Operating income (los 137 0.1 (4,187 4.3 4,32¢ 103.:
Interest expense, net 1,05z 0.¢ 665 0.7 387 58.2
Loss before income taxes and noncontro

interest (91%) (0.9 (4,852) (5.0 (3,937 (81.7)
Income tax provisiol 81z 0.€ 954 0.¢ (142) (14.9)
Noncontrolling interes (54) (0.0) (123) (0.1) (69) (56.0)
Net loss $ (1,679 (1.9% $ (5,689 5.9% $ 4,01( (70.6%

Net Sales and Orde

Net sales of $115.7 million for the three monthdezhSeptember 30, 2008 were up 18.4% comparee twothparable 2007 quarter.
The following is an analysis of sales and ordersdgyment and by region (dollars in thousands):

Sales Orders
Three Months Ended Dollar and Percentage Three Months Ended Dollar and Percentage Book-to-Bill
September 30, Change September 30, Change Ratio
2008 2007 Year to Year 2008 2007 Year to Year 2008 2007
Segment Analysis
LED & Solar Process
Equipment $ 40,98: % 31,82¢ % 9,15¢ 28.8% $ 2577 % 48,67¢ $ (22,904 (47.)% 0.62 1.5
Data Storage Process
Equipment 43,25¢ 31,09¢ 12,15% 39.1 32,35¢ 32,23¢ 12¢C 0.4 0.7¢ 1.04
Metrology 31,47( 34,79t (3,32%) (9.6) 32,03! 37,39¢ (5,36¢) (14.9) 1.0z 1.07
Total $ 115,70¢ $ 97,71t $ 17,99: 18.4% $ 90,16 $ 11831 $  (28,15) (23.9% 0.7€ 1.21
Regional Analysis
North America $ 38,86 $ 29,01«  $ 9,851 34.(% $ 31,25¢  $ 48,19¢ $ (16,940 (35.1% 0.8C 1.6€
Europe 28,57¢ 18,24« 10,33¢ 56.€ 22,65( 22,22( 43C 1.8 0.7¢ 1.22
Japar 6,60 12,58t (5,98)) (47.5) 7,76¢ 12,33( (4,56]) (37.0 1.1¢ 0.9¢
Asia Pacific 41,66: 37,87t 3,781 10.C 28,49( 35,57 (7,08 (19.9 0.6€ 0.94
Total $ 115,70¢ $ 97,71  $ 17,99: 18.4% $ 90,16f $ 118,31 $ (28,15) (23.9% 0.7€ 1.21

By segment, LED & Solar Process Equipment saleg wpr28.8% due to an increase in end user demamddrpanding applications
for HB-LEDSs, strong customer acceptance of Veenelsest generation systems, and $5.0 million inssiatem the solar equipment product
line, which was acquired in the second quarter0®@&as a result of the Mill Lane

19




Table of Contents

acquisition. Additionally, Data Storage Processifment sales were up 39.1%, primarily as a refuttistomers’ technology and capacity
requirements. These increases were partially tiffig@ decrease in Metrology sales of 9.6%, prilpalie to a slowdown in the semiconduc
and research and industrial markets. By regionsales increased by 34.0%, 56.6% and 10.0% inhNamerica, Europe, and Asia Pacific,
respectively, and decreased by 47.5% in Japan.alievb that there will continue to be quarter-tauder variations in the geographic
distribution of sales.

Orders for the third quarter of 2008 decreased®8% from the comparable 2007 period. By segmbet4¥.1% decrease in orders
for LED & Solar Process Equipment was a resulhefiiB-LED industry’s slower absorption of the sfgrant number of new MOCVD tools
purchased during the past two years. Additiondig,global credit crisis has caused customerslay de forego capacity and technology
purchases. The 14.4% decrease in Metrology omlassdue to decreased orders for AFM products dimmer demand in the semiconductor
and research and industrial markets. Data StdPageess Equipment orders remained flat when cordgardhe 2007 period.

Our book-to-bill ratio for the third quarter of 280which is calculated by dividing orders receive@ given time period by revenue
recognized in the same time period, was 0.78 t@dr backlog as of September 30, 2008 was $178l@micompared to $173.5 million as of
December 31, 2007. During the quarter ended SdgteB80, 2008, we experienced a decrease in baoki$g.7 million primarily from order
cancellations. The outlook for orders in the faugtiarter is uncertain, and it appears that theajleconomic climate and constrained finan
environment may cause a broad slowdown in capitaipenent purchases by our customers. Due to ttfeseging business conditions and
weak capital equipment spending by customers irbasiness, as well as the global credit crisisgngect to experience continued volatility in
the form of cancellations and/or rescheduled orders

Gross Profit

Gross profit for the quarter ended September 303 2@as 39.8%, compared to 36.7% in the third quart 2007 primarily due to
strong performance in Process Equipment. Dataa§éoProcess Equipment gross margins increased38dfo in the prior-year period to
39.8%, primarily from an increase in sales volurae tb increased capacity spending, a favorableygtadix and favorable pricing when
compared to the prior comparable period, and @mhictions resulting from management’s profit imgmment plan, introduced in the fourth
quarter of 2007. LED & Solar Process Equipmensgmargins increased from 33.4% in the prior-yeaiopl to 36.0%, primarily due to an
increase in sales volume, as well as a favoraldéymt mix, as compared to the prior-year peridthe current-year period includes a reduction
in gross profit of $0.9 million related to the aijtion of Mill Lane. This reduction was the ressaf purchase accounting, which requires
adjustments to capitalize inventory at fair valdéis impact is reflected in cost of sales. Meigyl gross margins increased from 42.6% in the
prior year period to 44.9%, despite a reductiogales volume, principally due to a richer product,ras well as a reduction in costs.

Operating Expenses

Selling, general and administrative expenses ise@éy $0.9 million, or 3.8%, from the prior-yearipd primarily due to increased
bonus incentives as a result of improved profitahiand an increase in non-cash compensation eepetated to stock options and shares of
restricted stock. These increases were partialgebby reductions in consulting services and trame entertainment expense resulting from
our cost reduction efforts. As a percentage dsaelling, general and administrative expenseedsed from 23.3% in the third quarter of
2007 to 20.4% in the third quarter of 2008.

Research and development expense increased $0dhrfibm the third quarter of 2007, primarily dteresearch efforts in LED &
Solar Process Equipment. As a percentage of salesarch and development decreased from 15.4B&ithird quarter of 2007 to 13.2% in-
third quarter of 2008.

Amortization expense increased by $1.2 million60r7% from the third quarter of 2007, due primat@yamortization of intangible
assets acquired as part of the acquisition of Mitie in the second quarter of 2008.

Restructuring expense of $4.1 million in the thdrdarter of 2008 consisted of $3.7 million associatéh the acceleration of equity
awards and other severance costs resulting frommtheally agreed upon termination of the employnsgreement of our former CEO, as well
as $0.4 million for severance and lease-relatedyeisan Metrology. Restructuring expense of $0ilian in the third quarter of 2007
consisted of personnel severance costs incurredgsaetl divisions.
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Interest Expense, N

Net interest expense in the third quarter of 2088 #1.1 million, compared to $0.7 million in th&@dhquarter of 2007. The increase
in net interest expense is due to a reductiontarést income resulting primarily from lower intetreates during the current period.

Income Taxe

Income tax provision for the quarter ended Septer8Be2008 was $0.8 million, compared to $1.0 millin the third quarter of 2007.
The 2008 provision for income taxes included $0ifion relating to our foreign operations which ¢me to be profitable, and $0.3 million
relating to our domestic operations. The 2007 igiou for income taxes included $0.6 million refafito our foreign operations and $0.4
million relating to our domestic operations.
Nine Months Ended September 30, 2008 and 2007

The following table shows our Consolidated Stateisieh Operations, percentages of sales, and cosgrerbetween the nine months
ended September 30, 2008 and 2007 (dollars in #mals3:

Nine Months Ended Dollar and
September 30, Percentage
2008 2007 Change

Net sales $ 332,46! 100.(% $ 295,65: 100.% $ 36,81: 12.5%
Cost of sale: 196,02t 59.C 173,81¢ 58.¢ 22,201 12.¢
Gross profit 136,43¢ 41.C 121,83: 41.7 14,60¢ 12.C
Operating expense

Selling, general, and

administrative expens 70,52¢ 21.2 69,341 23.4 1,181 1.7
Research and developms
expense 45,17: 13.€ 46,34 15.7 (1,16¢) (2.5)

Amortization expens 7,53( 2.3 8,23¢ 2.8 (70€) (8.6)

Restructuring expens 6,99t 2.1 1,974 0.7 5,021 254.¢

Asset impairment charg 28t 0.1 — 0.C 28t 100.C

Other income, ne (597) (0.2) (605) (0.2 (14) (2.9
Total operating expenses 129,92( 39.1 125,29: 42.4 4,62] 3.7
Operating income (los: 6,51¢ 1.9 (3,459 (1.2 9,97¢ 288.t
Interest expense, n 2,91 0.8 2,25¢ 0.7 657 29.1
Gain on extinguishment of de — 0.C (73¢€) (0.9 (73¢) (100.0
Income (loss) before income taxes

and noncontrolling intere 3,60¢ 11 (4,977 .7 8,58t 172.t
Income tax provisiol 2,86( 0.9 3,49( 1.2 (630) (18.1)
Noncontrolling interes (200) (0.7) (482) (0.2) (282) (58.5)
Net income (loss $ 94¢€ 0.3%$ (7,985 (2.7)%$ 8,931 111.8%

Net Sales and Orde

Net sales of $332.5 million for the nine monthsemh&eptember 30, 2008 were up 12.5% compared tmthparable 2007 period.
The following is an analysis of sales and ordersdgyyment and by region (dollars in thousands):

Sales Orders
Nine Months Ended Dollar and Percentage Nine Months Ended Dollar and Percentage Book-to-Bill
September 30, Change September 30, Change Ratio
2008 2007 Year to Year 2008 2007 Year to Year 2008 2007
Segment Analysis
LED & Solar Process
Equipment $ 128,200 $ 82,18¢ $ 46,017 56.(% $ 116,51 $ 12144 $ (4,935 (4.1)% 0.91 1.4¢
Data Storage Process
Equipment 104,09¢ 98,84( 5,25¢€ 5.3 124,68t 105,83 18,84¢ 17.¢ 1.2C 1.07
Metrology 100,16« 114,62! (14,467) (12.6) 94,73¢ 109,39. (14,659 (13.9) 0.9t 0.9t
Total $ 332460 $ 29565 $ 36,81: 125% $ 33593 $ 33667 $ (747) (0.2% 1.01 1.14
Regional Analysis
North America $ 116,63 $ 95,51¢ $ 21,11¢ 22.1% $ 12466¢ $ 12169 $ 2,97( 2.4% 1.07 1.27
Europe 69,607 53,19¢ 16,40¢ 30.¢ 57,66/ 63,39¢ (5,739 (9.0 0.8 1.1¢
Japar 29,347 43,73: (14,389 (32.9) 24,54¢ 42,12¢ (17,57) (41.7) 0.84 0.9¢
Asia Pacific 116,88( 103,20¢ 13,67« 13.2 129,05¢ 109,46( 19,59¢ 17.¢ 1.1C 1.0¢
Total $ 33246! $ 29565 $ 36,81: 12.5% $ 33593t $ 336,67 $ (74)) (0.2% 1.01 1.14
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By segment, LED & Solar Process Equipment saleg wpr56.0% due to an increase in end user demamddkpanding applications
for HB-LEDs, as well as strong customer acceptaridéeeco’s newest generation systems. Addition@igta Storage Process Equipment
sales increased by 5.3% due to customers’ techpe@lod capacity requirements. This was partialfgetfby a decrease in Metrology sales of
12.6%, primarily due to a slowdown in the semicastduand research and industrial markets. By regiet sales increased by 22.1%, 30.8%
and 13.2% in North America, Europe, and Asia Pacispectively, and decreased by 32.9% in Japarbéleve that there will continue to be
guarter-to-quarter variations in the geographitritiistion of sales.

Orders for the nine-month period ended Septembe2@IB were essentially flat with the comparablé72period. By segment, the
13.4% decrease in Metrology orders was due to deerktorders for AFM products resulting from lowemand in the semiconductor, resee
and industrial markets. The 4.1% decrease in offdedsED & Solar Process Equipment was due pringadlthe third quarter 2008 decline in
MOCVD orders as the HB-LED industry absorbs theigicant number of new MOCVD tools purchased in piaest two years. These decreases
are principally offset by a 17.8% increase in D&ttarage Process Equipment orders, primarily fairgliand dicing products used to create
TFMHs.

Our book-to-bill ratio for the nine months endeg®enber 30, 2008 was 1.01 to 1. Our backlog &eptember 30, 2008 was $176.0
million, compared to $173.5 million as of DecemBé&r 2007. During the nine months ended Septembe2@8, we experienced an increase
in backlog of $12.7 million due to the acquisitiohMill Lane, offset by order cancellations of $13nillion. The outlook for orders in the
fourth quarter is uncertain, and it appears thatgiobal economic climate and constrained finaneimgronment may cause a broad slowdown
in capital equipment purchases by our customers.tbthese changing business conditions and weatabaquipment spending by customers
in our businesses, as well as the global creditssnive expect to experience continued volatilityhie form of cancellations and/or rescheduled
orders.

Gross Profit

Gross profit for the nine months ended Septembe2@08, was 41.0%, compared to 41.2% in the con@a@007 period. Strong
performance in Process Equipment due primarilyntinarease in sales volume was offset primarilyubfavorable sales volume in Metrology.
LED & Solar Process Equipment gross margins ine@&om 37.0% in the prior-year period to 39.6%m@rily due to a significant overall
increase in sales volume as compared to the pearperiod as well as favorable pricing on new M@Qroducts and a favorable product |
in MBE products. The current-year period includegduction in gross profit of $0.9 million relatedthe acquisition of Mill Lane. The
reduction was the result of purchase accountingclequires adjustments to capitalize inventorfamtvalue. This impact is reflected in cost
of sales. Data Storage Process Equipment groggimeatecreased from 39.5% in the prior-year petdo8B.9%, due to favorable warranty and
pricing in the prior-year period. Metrology grasargins decreased from 45.6% in the pyiear period to 45.2%, principally due to lower s
volume offset by a reduction in spending and falitag@roduct mix.

Operating Expenses

Selling, general and administrative expenses ise@géy $1.2 million, or 1.7%, from the prior-yearipd primarily due to increased
bonus incentives and profit sharing as a resutetter profitability performance, as well as anr@ase in non-cash compensation expense
related to stock options and shares of restridi@eks This was partially offset by reductions iavel and entertainment expense and consulting
services associated with our cost reduction imvégt As a percentage of sales, selling, genebaministrative expenses decreased from
23.4% in 2007 to 21.2% in 2008.

Research and development expense decreased $lla? findm the comparable 2007 period, primarily daex more focused approe
to data storage product development as a resthteadecision made in the fourth quarter of 200Tiaynagement to discontinue two product
lines and consolidate facilities to better refld volume of business
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and industry growth rates. As a percentage essaésearch and development decreased from 16.2801 to 13.6% in 2008.

Amortization expense was $7.5 million in the 20@8ipd, compared to $8.2 million in 2007. The desecaas the result of certain
technology-based intangible assets becoming fuligréized, offset by the amortization in the currpetiod of intangibles acquired as part of
the acquisition of Mill Lane.

During the nine months ended September 30, 2008ewarded restructuring charges of $7.0 millionwbich $4.1 million was
incurred during the third quarter of 2008 and $8iBion was incurred during the first quarter ofG8 The third quarter restructuring charge
consists of $3.7 million associated with the aaegien of equity awards and other severance cestdting from the mutually agreed upon
termination of the employment agreement of our fn@EO, as well as $0.4 million for severance aadérelated charges in Metrology. T
first quarter restructuring charge consisted o6$gillion of costs associated with the consolidatmd relocation of our Corporate
headquarters and $0.3 million of personnel severansts. Restructuring expense in 2007 of $2.0omitonsisted of personnel severance
costs.

An asset impairment charge of $0.3 million was ta#fering 2008 primarily for leasehold improvemeatsl furniture and fixtures
abandoned in connection with the consolidationratatation of our Corporate headquarters into dainRiew, New York facility during the
first quarter. No similar expense was incurrethim prior-year period.

Interest Expense, N

Net interest expense in the nine-month period efggaiember 30, 2008 was $2.9 million, compare®t8 illion in the comparable
2007 period. This increase in net interest exparesedue to a reduction in interest income resgiftiom lower interest rates.

Gain on Extinguishment of Debt

During the first quarter of 2007, we repurchase@.@3nillion of our convertible subordinated notesjucing the amount outstanding
from $200.0 million to $144.0 million. The repuede amount was $55.1 million in cash, of which 85dillion related to principal and $0.3
million related to accrued interest. As a res@ihese repurchases, we recorded a net gain freraxtinguishment of debt in the amount of
$0.7 million in 2007.

Income Taxe

Income tax provision for the nine months ended &aper 30, 2008 was $2.9 million compared to $316aniin the comparable
prior-year period, primarily as a result of a $0.4 millidecrease in the reserve relating to foreign wyezed tax benefits as required by F/
Interpretation Number 4&ccounting for Uncertainty in Income Taxes, anriptetation of FASB Statement No. 10BIN 48"). The 2008
provision for income taxes included $1.9 milliotaténg to our foreign operations which continué#profitable, and $1.0 million relating to
our domestic operations. The 2007 provision fepme taxes included $2.5 million relating to ourefign operations and $1.0 million relating
to our domestic operations.

Liquidity and Capital Resources

Historically, our principal capital requirementave included the funding of acquisitions and cagitpenditures. We traditionally
have generated cash from operations and debt acklissuances. Our ability to generate sufficiesthcflows from operations is dependent on
the continued demand for our products and serviEssimmary of the cash flow activity for the ninemths ended September 30, 2008 and
2007 is as follows (in thousands):

Nine Months Ended

September 30,
2008 2007
Net cash provided by operating activit $ 22,42( % 22,77
Net cash used in investing activiti (21,29¢ (6,54%)
Net cash used in financing activiti (55¢) (54,449
Effect of exchange rates on cash and cash equis: 35 (435
Net change in cash and cash equival 601 (38,649
Cash and cash equivalents at beginning of pe 117,08: 147,04¢
Cash and cash equivalents at end of period $ 117,68: $ 108,40:
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We had a net increase in cash of $0.6 million dytire nine months ended September 30, 2008. Casfdpd by operations was
$22.4 million for this period, as compared to $2@i8ion for the comparable 2007 period. Net incoatfusted for non-cash items provided
operating cash flows of $29.0 million for the nmenths ended September 30, 2008. Net cash probiglegerations for the nine months en
September 30, 2008 was negatively impacted by ahstge in net operating assets and liabilities6o® million. This was driven by a decre
in accounts payable and accrued expenses of appaitediy $9.6 million and an increase of $2.0 millinrcapitalized patent costs, partially
offset by a decrease in accounts receivable of $@l®n. Due to the current global economic jsive cannot assure timely receipts of
accounts receivable, due to cash constraints oousiomers. As of September 30, 2008, we arewateaof any specific uncollectible
accounts resulting from the current economic uageties and believe that related reserves are atiedo cover the uncertainties that exist.

Cash used in investing activities of $21.3 millfon the nine months ended September 30, 2008 egsfrlim the acquisition of Mill
Lane, net of cash acquired, for $11.0 million, &dlas capital expenditures of $10.4 million. Dgrithe fourth quarter of 2008, we expect to
invest an estimated additional $4.2 million in ¢alpprojects primarily related to engineering equgnt and lab tools used in producing, testing
and process development of our products and entlanaaufacturing facilities. Cash used in investsgvities of $6.5 million for the nine
months ended September 30, 2007 resulted prinfaoity capital expenditures of $6.8 million, partyadiffset by $0.3 million in proceeds from
the sale of property, plant, and equipment.

Cash used in financing activities for the nine nharénded September 30, 2008 totaled $0.6 millesuylting from $1.0 million in
restricted stock tax withholdings and $0.3 milliarmortgage payments, offset by proceeds of $0llfomifrom common stock issuances
resulting from stock option exercises. Cash usdthancing activities for the nine months endedt8eyber 30, 2007 totaled $54.4 million,
primarily consisting of $55.4 million used to rephase a portion of our outstanding convertible sdibated notes (discussed below) and $1.5
million in payments for debt issuance costs, plyt@fset by $2.8 million from the issuance of comn stock resulting from the exercise of
employee stock options.

During the first quarter of 2007, we repurchase@.@5%nillion of our 4.125% convertible subordinatestes due 2008 (the “Old
Note¢"), for $55.1 million (including accrued interesh) cash which reduced the amount of Old Notes antihg from $200.0 million to
$144.0 million. As a result of these repurchasesrecorded a net gain of $0.7 million. We mayaayggin similar transactions in the future
depending on market conditions, our cash positi@hather factors.

During the s econd quarter of 2007, we issued r@wertible subordinated notes due 2012 (the “NeweBl pursuant to privately
negotiated exchange agreements with certain hotidehe Old Notes. Under these agreements, sulcletsoagreed to exchange $118.8 mil
aggregate principal amount of the Old Notes forapimately $117.8 million aggregate principal ambahNew Notes due April 15, 2012. No
net gain or loss was recorded on the exchangesatttioss since the carrying value of the Old Nobetuiding unamortized deferred financing
costs approximated the exchange value of the Netwd\&ollowing the exchange transactions, appraobdain&25.2 million of the Old Notes
remained outstanding and are due in December 2088expect to pay off these Old Notes through geaf our available cash balances.

The New Notes initially are convertible into 36.725hares of common stock per $1,000 principal amofuNew Notes at a
conversion price of $27.23 at any time during teequ beginning on January 15, 2012 through thseclif business on the second day prior to
April 15, 2012 and earlier upon the occurrenceesfain events. We pay interest on the New Note&pi 20 and October 15 of each year.

During the third quarter of 2007, we entered itt® Credit Agreement with HSBC Bank, as administeatigent. The Credit
Agreement provides for borrowings of up to $100ibiom with an annual interest rate that is a flogtrate equal to the prime rate of the agent
bank. A LIBOR-based interest rate option is alsovfited. Borrowings may be used for general corgopatposes, including working capital
requirements and acquisitions. The Credit Agredroentains certain restrictive covenants, and veerequired to satisfy certain financial tests
under the Credit Agreement. As of September 3082&e are in compliance with all covenants. Saislly all of our domestic assets, other
than real estate, have been pledged to securébtigations under the New Credit Agreement. Theohéng credit facility
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under the New Credit Agreement expires on Marct2B12. As of September 30, 2008 and December(®X7,2here were no borrowings or
unsecured letters of credit outstanding. Sincedvang availability under the Credit Agreement &sbd upon earnings, the anticipated bus
downturn may have an impact on our borrowing abditsg and could potentially result in noncomplianwith the restrictive covenants
required by the Credit Agreement.

We believe that existing cash balances togethédr géish generated from operations and amounts bieaiader the Credit Agreeme
will be sufficient to meet our projected workingpd@al and other cash flow requirements for the nextive months, as well as our contractual
obligations. We believe we will be able to meet obligation to repay the $25.2 million outstand@lyl Notes that mature on December 21,
2008 through the use of available cash, and toyréEa$117.8 million outstanding New Notes thatumaion April 15, 2012 through a
combination of conversion of the notes outstandiafinancing, cash generated from operations, démer oneans.

During the second quarter of 2008, we acquired Mile for $11.0 million, net of cash acquired, phosential future earn-out
payments of up to $19.0 million, contingent upoa fhture achievement of certain operating perforreanriteria. As of September 30, 2008,
we have accrued $3.5 million in earn-out paymentsto revenues earned through the end of the diadter of 2008, and we anticipate
accruing approximately $6.1 million during the fuquarter of 2008. Payment for these earn-outdeimade in the first quarter of 2009.
We believe we will be able to meet our obligatiorpay these earn-out amounts to Mill Lane fromsiherces referred to above.

In 2006, we invested $0.5 million to purchase 19&%he common stock of Fluens Corporation (“Fldgnsf which 31% is owned t
one of our Senior Vice Presidents. Veeco and Elirave jointly developed a next-generation proéaskigh-rate deposition of aluminum
oxide for data storage applications. If this depetent is successful and upon the satisfactioréin additional conditions by May 2009, we
will be obligated to purchase the balance of thistanding stock of Fluens for $3.5 million plusearn-out payment to Fluens’ stockholders
based on future performance.

Application of Critical Accounting Policies

General: Our discussion and analysis of our financial ¢od and results of operations are based uporCamdensed Consolidated
Financial Statements, which have been prepareddordance with U.S. generally accepted accountiimgiples. The preparation of these
financial statements requires us to make estinatdgudgments that affect the reported amountsssta, liabilities, revenues and expenses.
On an on-going basis, management evaluates itaast and judgments, including those related todedds, inventories, intangible assets and
other long-lived assets, income taxes, warrantigatibns, restructuring costs and contingent litied, including potential litigation.
Management bases its estimates and judgments tonites experience and on various other factors dha believed to be reasonable under the
circumstances, the results of which form the bfsisnaking judgments about the carrying valuesssiss and liabilities that are not readily
apparent from other sources. Actual results mdgifom these estimates under different assumgtirrconditions. We consider certain
accounting policies related to revenue recognitiba,valuation of inventories, the impairment obdwill and indefinitelived intangible asset
the impairment of long-lived assets, warranty casts accounting for income taxes, and share-besegbensation to be critical policies due to
the estimation processes involved in each.

Revenue RecognitionWe recognize revenue in accordance with the S&€ Accounting Bulletin No. 104Revenue Recognition
Certain of our product sales are accounted for@pte-element arrangements in accordance withrging Issues Task Force (“EITF”) 00-
21,Revenue Arrangements with Multiple DeliverabBesaultiple-element arrangement is a transactionctvimay involve the delivery or
performance of multiple products, services, ortsgb use assets, and performance may occur atetff points in time or over different
periods of time. We recognize revenue when pergaasiidence of an arrangement exists, the sales fgrifixed or determinable and
collectability is reasonably assured. For proslggecbduced according to our published specificatigrhere no installation is required or
installation is deemed perfunctory and no substartustomer acceptance provisions exist, reventge@nized when title passes to the
customer, generally upon shipment. For productdyred according to a particular customer’s spattifins, revenue is recognized when the
product has been tested, it has been demonstreteit ineets the customer’s specifications ane filsses to the customer. The amount of
revenue recorded is reduced by the amount of asipmer retention (generally 10% to 20%), whichas payable by the customer until
installation is completed and final customer acarpé is achieved. Installation is not deemed tedsential to the functionality of the
equipment since installation does not involve digant changes to the features or capabilitiehefequipment or building complex interfaces
and connections. In addition, the equipment coelihistalled by the customer or other vendors ameigdly the cost of installation
approximates only 1% to 2% of the sales value efréfated equipment. For new products, new apjits of existing
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products, or for products with substantive custoateeptance provisions where performance cannfullpeassessed prior to meeting custo
specifications at the customer site, revenue isgeized upon completion of installation and receipfinal customer acceptance. Since title to
goods generally passes to the customer upon shtgamdr80% to 90% of the contract amount becomealpayat that time, inventory is
relieved and accounts receivable is recorded ®athount billed at the time of shipment. The profithe amount billed for these transactions
is deferred and recorded as deferred profit irett@mpanying condensed consolidated balance si$egtéce and maintenance contract
revenues are recorded as deferred revenue, whictligled in other accrued expenses, and recograigedvenue on a straight-line basis over
the service period of the related contract.

Inventory Valuation: Inventories are stated at the lower of cost (pially first-in, first-out method) or market. Management evalt
the need to record adjustments for impairment wémory on a quarterly basis. Our policy is to asgbe valuation of all inventories, including
raw materials, work-in-process, finished goods spare parts. Obsolete inventory or inventory inesgoof management’s estimated usage for
the next 12 month’s requirements is written dowitd@stimated market value, if less than its dosgterent in the estimates of market value are
management’s estimates related to our future matwrfag schedules, customer demand, technologieciiba market obsolescence, possible
alternative uses and ultimate realization of ex@@asntory.

Goodwill and Indefinite-Lived Intangible Asset Intp@ent: We have significant intangible assets relategiomdwill and other
acquired intangibles. In assessing the recovetabifiour goodwill and other indefinite-lived intgible assets, we must make assumptions
regarding estimated future cash flows and othdofado determine the fair value of the respectissets. If it is determined that impairment
indicators are present and that the assets wilbbadtilly recoverable, their carrying values ardueed to estimated fair value. Impairment
indicators include, among other conditions, castvftleficits, an historic or anticipated declinedéwvenue or operating profit, adverse legal or
regulatory developments, and a material decreafeifair value of some or all of the assets. Asaet grouped at the lowest levels for which
there are identifiable cash flows that are largetiependent of the cash flows generated by otleat ggoups. Changes in strategy and/or
market conditions could significantly impact thessumptions, and thus Veeco may be required toadéepairment charges for those assets
not previously recorded. During the fourth quageR007, as required, we performed an annual impeit test, and based upon the judgment
of management, it was determined that no impairregists. Management continues to believe thatthes no impairment indicators at the
current time.

Long-Lived Asset ImpairmentThe carrying values of long-lived assets areqoically reviewed to determine if any impairment
indicators are present. If it is determined thathsimdicators are present and the review indicthiaisthe assets will not be fully recoverable,
based on undiscounted estimated cash flows oveethaining amortization or depreciation period, ¢heying values of such assets are
reduced to estimated fair value. Impairment indicatnclude, among other conditions, cash flowdtsfj an historic or anticipated decline in
revenue or operating profit, adverse legal or reguy developments, and a material decrease ifathealue of some or all of the assets. As
are grouped at the lowest level for which thergéntifiable cash flows that are largely indeperid#rthe cash flows generated by other asset
groups. Assumptions utilized by management in reiig for impairment of long-lived assets could ffieeted by changes in strategy and/or
market conditions which may require us to recorditamhal impairment charges for these assets, dsawémpairment charges on other long-
lived assets not previously recorded.

Warranty Costs: We estimate the costs that may be incurred uhéewarranty we provide and record a liability e amount of suc
costs at the time the related revenue is recognisgtimated warranty costs are determined by aimgyspecific product and historical
configuration statistics and regional warranty supposts. Our warranty obligation is affected bgduct failure rates, material usage and
costs incurred in correcting product failures dgrihe warranty period. As our customer engineedspgacess support engineers are highly
trained and deployed globally, labor availabilgyai significant factor in determining labor co3ise quantity and availability of critical
replacement parts is another significant factagstimating warranty costs. Unforeseen componehirés or exceptional component
performance can also result in changes to warragis. If actual warranty costs differ substantifdbm our estimates, revisions to the
estimated warranty liability would be required.

Income Taxes: As part of the process of preparing our Constdidé&inancial Statements, we are required to etimar income
taxes in each of the jurisdictions in which we @per This process involves estimating the actuakotitax expense, together with assessing
temporary differences resulting from differing tr@ant of items for tax and accounting purposessgtdifferences result in deferred tax assets
and liabilities, which are included within our Camded Consolidated Balance Sheets. The carrying wdlour deferred tax assets is adjusted
by a valuation allowance to recognize the extemthich the future tax benefits will be recognizedaomore likely than not basis. Our net
deferred tax assets consist primarily of net ofregdoss and tax credit carryforwards, and timififfedences between the book and
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tax treatment of inventory and other asset valaati®ealization of these net deferred tax assekspgendent upon our ability to generate future
taxable income.

We record valuation allowances in order to redugsedeferred tax assets to the amount expected tedlieed. In assessing the
adequacy of recorded valuation allowances, we densi variety of factors, including the schedulexdkrsal of deferred tax liabilities, future
taxable income, and prudent and feasible tax ptansirategies. Under Statement of Financial Acdagrtandards No. 108ccounting for
Income Taxe(“SFAS 109"), factors such as current and previopesrating losses are given significantly greateighiethan the outlook for
future profitability in determining the deferredtasset carrying value.

At September 30, 2008, we had a valuation allowaf@proximately $68.0 million against substamyiall of our domestic net
deferred tax assets, which consist of net operdtisgand tax credit carryforwards, as well as @y deductible differences. The valuation
allowance was calculated in accordance with theigians of SFAS 109, which places primary importana our historical results of
operations. Although our operating results in pyiears were significantly affected by restructuramgl other charges, our historical losses and
the loss incurred in 2007 represent negative ecielenfficient to require a full valuation allowanaeder the provisions of SFAS 109. If we are
able to realize part or all of the deferred tavets@ future periods, we will reduce our provisfonincome taxes with a release of the valua
allowance in an amount that corresponds with tberime tax liability generated.

In July 2006, the FASB issued FIN 48, which becaffiective for us on January 1, 2007. FIN 48 addreske determination of how
tax benefits claimed or expected to be claimed taxaeturn should be recorded in the financiaksteents. Under FIN 48, we must recognize
the tax benefit from an uncertain tax position dflyis more likely than not that the tax positiavill be sustained under examination by the
taxing authorities, based on the technical mefith® position. The tax benefits recognized infthancial statements from such uncertain tax
positions are measured based on the largest bémegfihas a greater than fifty percent likelihoddeing realized upon ultimate resolution.

Share-Based Compensationi/e account for our share-based compensationciordance with SFAS 123(R). SFAS 123(R) requires
all share-based payments to employees, includiagtgiof employee stock options, to be recognizeétdrincome statement based on their fair
values. Additionally, SFAS No. 123(R) requires bemefits of tax deductions in excess of recogne@dpensation cost to be reported as a
financing cash flow, rather than as an operatirgh deow as required under previous accountingditene, which has the effect of reducing
consolidated net operating cash flows and incrgasimsolidated net financing cash flows in periafisr adoption. For the nine months ended
September 30, 2008, we did not recognize any cifaget] financing cash flows for such excess taxudgadns.

Under SFAS 123(R), we are required to record tirevédue of stock-based compensation awards agpense. In order to determine
the fair value of stock options on the grant dateapply the Black-Scholes option-pricing modehdrent in the model are assumptions related
to expected stock-price volatility, option lifeskifree interest rate and dividend yield. While tis&-free interest rate and dividend yield are
less subjective assumptions, typically based otuédata derived from public sources, the expestedk-price volatility and option life
assumptions require a level of judgment which nthlken critical accounting estimates. We use an drgestock-price volatility assumption
that is a combination of both historical and imglielatilities of the underlying stock, which istamed from public data sources. We consider
the exercise behavior of past grants and modegbdktern of aggregate exercises in determining xpeeed weighted-average option life.

Recent Accounting Pronouncements

On February 12, 2008, the FASB issued FSP 157SP 157-2 amends SFAS 157 to delay the effective afdbFAS 157 for
nonfinancial assets and nonfinancial liabilities;ept for items that are recognized or disclosddiavalue in the financial statements on a
recurring basis (that is, at least annually). iE@ns within its scope, FSP 157-2 defers the dffeaate of SFAS 157 to fiscal years beginning
after November 15, 2008, and interim periods withiose fiscal years. Currently we believe the iotmd the adoption of FSP 157-2 in 2009
will be on our disclosures only.

In December 2007, the FASB issued SFAS 141(R) &#fSS160. Under SFAS 141(R), an acquiring entiily lve required to
recognize all the assets acquired and liabilitessumed in a transaction at the acquisition dafi@ra¢alue with limited exceptions. SFAS 141
(R) also changes the accounting treatment for iceother items that relate to business combinatiBFAS 141(R) applies prospectively to
business combinations for which the acquisitioredsaion or after January 1, 2009. The purpose &SSE60 is to improve the relevance,
comparability, and transparency of the financi&imation that a reporting entity provides in itmsolidated financial statements. The most
significant
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provisions of this statement result in changesi¢opresentation of noncontrolling interests indbaesolidated financial statements. SFAS 160
is effective for fiscal years beginning after Det@mn15, 2008. The adoption of this statementiwijact the manner in which we present
noncontrolling interests, but will not impact ounsolidated financial position or results of opienas.

In March 2008, the FASB issued Statement of Firedrtcounting Standards No. 1@isclosures about Derivative Instruments and
Hedging Activities(“"SFAS 161"). SFAS 161 changes the disclosure reguents for derivative instruments and hedgingvdigts. Entities are
required to provide disclosures about (a) how ahy an entity uses derivative instruments, (b) hanvétive instruments and related hedged
items are accounted for under FASB Statement N®, A&ounting for Derivative Instruments and Hedgirgivities, and its related
interpretations, and (c) how derivative instrumearid related hedged items affect an entity’s firgmaosition, financial performance, and cash
flows. SFAS 161 is effective for fiscal years anterim periods beginning after November 15, 2008 r@gjuires comparative disclosures only
for periods subsequent to initial adoption. Thepdidm of the provisions of SFAS 161 will not impaxtr consolidated financial position or
results of operations.

In May 2008, the FASB issued FSP APB 1L4Fhe guidance is effective for fiscal years bagig after December 15, 2008 and inte
periods within those years. FSP APB 14-1 will riegjissuers of convertible debt that can be settledhsh to separately account for (i.e.
bifurcate) a portion of the debt associated withd¢bnversion feature and reclassify this portiostoekholders’ equity. The liability portion,
which represents the fair value of the debt withtbetconversion feature, will be accreted to itefaalue over the life of the debt using the
effective interest method, with the accretion exggerecorded to interest. FSP APB 14-1 will be igdpletrospectively to all periods presented.
The cumulative effect of the change in accountinggiple on periods prior to those presented wallrbcognized as of the beginning of the first
period presented. We expect the adoption of FSP PMPBto have a material effect on our consolidatedrfoial position, results of operatio
and earnings per share. Effective as of the dassoance of the New Notes, we will reclassify mpgmately $16.3 million from long-term
debt to additional paid-in capital, and as of tHeion of FSP APB 14-1 in the beginning of 2009, accumulated deficit will reflect
approximately $4.8 million of debt accretion thatorred between the issuance date of the New Nwmigshe adoption date. Approximately
$3.2 to $3.7 million of additional interest expeng# be recorded annually from the adoption datigh the maturity date of the convertible
debt. This additional interest expense will najuiee the use of cash.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

Our net sales to foreign customers representedzaippately 66.4% and 64.9%, respectively, of oualtoet sales for the three months
and nine months ended September 30, 2008, and #hd%7.7%, respectively, for the comparable 208ds. We expect that net sales to
foreign customers will continue to represent adgogrcentage of our total net sales. Our net sl@iesminated in foreign currencies represe
approximately 13.2% and 13.9% of our total netsébe the three months and nine months ended Septed®, 2008, respectively, and 21.1%
and 20.7%, respectively, for the comparable 200ibgs.

The condensed consolidated results of operatianthéothree months and nine months ended Septe36b@008 include aggregate
foreign currency gains of less than $0.1 millio 0.1 million, respectively, which were net ofdes of approximately $0.1 million and $0.3
million, respectively, related to forward contractor the three months and nine months ended ®bépte30, 2007, the results included
aggregate foreign currency losses of less thanilibn and approximately $0.3 million, respectiyewhich included gains of less than $0.1
million and losses of approximately $0.1 millioespectively, related to forward contracts.

We are exposed to financial market risks, includihgnges in foreign currency exchange rates. Taeggs in currency exchange
rates that have the largest impact on translatimgrdernational operating profit are the Japanése and the Euro. We use derivative financial
instruments to mitigate these risks. We do notdesevative financial instruments for speculativerading purposes. We generally enter into
monthly forward contracts to reduce the effectloétuating foreign currencies on short-term foredgimrency-denominated intercompany
transactions and other known currency exposures avbrage notional amount of such contracts waajppately $0.6 million and $1.8
million, respectively, for the three months andenimonths ended September 30, 2008. On Septemb20@% we entered into two forward
contracts for the month of October with a totalioi&l amount of approximately $3.5 million. Thérfealues of these contracts at inception
were zero, which did not significantly change agpt8enber 30, 2008. We do not anticipate any sigafi future loss from fluctuations in
currency exchange rates, as our hedging stratedgsigned to minimize the risk of such fluctuations
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Assuming third quarter 2008 variable debt and itmesit levels, the effect of a one-point changentariest rates would not have a
material effect on net interest expense.

Item 4. Controls and Procedures.

Our senior management is responsible for estahtjshind maintaining a system of disclosure contxnl$ procedures (as defined in
Rule 13a-15 and 15d-15 under the Securities Exahawg of 1934 (the “Exchange Act”)) designed towesthat information required to be
disclosed by us in the reports that it files orraitb under the Exchange Act is recorded, processeadmarized and reported within the time
periods specified in the SE€tules and forms. Disclosure controls and promsiinclude, without limitation, controls and prdaees designe
to ensure that information required to be discldsgdn issuer in the reports that it files or suisrander the Exchange Act is accumulated and
communicated to the issuer's management, incluingrincipal executive officer or officers andnueipal financial officer or officers, or
persons performing similar functions, as appropriatallow timely decisions regarding required tisare.

We have evaluated the effectiveness of the desidroperation of our disclosure controls and pifaoes under the supervision of .
with the participation of management, including @€0O and Chief Financial Officer (“CFQ”), as of taed of the period covered by this
report. Based on that evaluation, our CEO and G&¢ concluded that our disclosure controls andgutores are effective in timely alerting
them to material information required to be inclddie our periodic SEC filings.

We have implemented new company-wide integratetiaipns software. As of April 1, 2008, we havampleted the conversion to
this new platform in all of Veeco’s business locat other than at the Mill Lane location, which wesently acquired by Veeco. As a result,
certain changes have been made to our internalasmnivhich management believes will strengtheniotarnal control structure. There have
been no other significant changes in our interpatmls or other factors during the fiscal quagleded September 30, 2008 that have mate
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting

Part Il. OTHER INFORMATION
Item 1. Legal Proceedings

On August 11, 2008, we announced that we had datteepatent litigation which we had brought in 200 the United States District
Court for the Central District of California agaimssylum Research Corporation, a privately-held pany founded by former Veeco
employees. In the lawsuit, we had alleged thatrihaufacture, use, and sale of Asylum’s MFP-3D A¢dvistituted willful infringement of
five patents owned by us, as well as other claiinghe settlement, Veeco and Asylum agreed to dfbopending claims against each other and
agreed to a five year, worldwide cross licenseamhecompany’s patents and a mutual covenant rtdmn patents either party has a right to
assert. Asylum made a net payment to Veeco arighalan ongoing royalty to Veeco for the fiyear term of the cross license. As part of
settlement, Asylum acknowledged the validity of Yfeeco patents asserted in the case. During 8& vz capitalized legal costs incurred to
defend our patents and are now amortizing thesiatiapd costs over the remaining lives of theseepts. Payments received from Asylum
have been and will continue to be netted agaimsté#pitalized legal costs upon receipt.

Iltem 1A. Risk Factors.

In addition to the information regarding risk fatahat appears in the “Safe Harbor Statementi@beginning of this Quarterly
Report on Form 10-Q and in Part | — Item 1A of émnual Report on Form 10-K for the year ended Ddwem31, 2007, we have noted the
following significant risk factor as of Septembd, 2008:

The recent turmoil in the world’s credit markets may have a protracted adverse impact on capital spemay in the markets we serve
and, as a result, could have a material adverse efft on our business and our results of operations.

We are exposed to the risks associated with tregilil of the U.S. and global economies. In OctoB@08, the global financial
markets experienced significant losses due torisloef many dominant financial institutions. Thevgrnments of the United States and se\
foreign countries instituted a bailout plan to sssiany banks and lenders through the economiis.crishis crisis results in a lack of visibility
regarding whether or when there will be sustained
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growth periods for sales of our products and uagat regarding the amount of sales, since marguoftustomers rely on lending
arrangements and/or have limited resources to dmaapital technology expenditures. In additibis expected that this crisis and economic
uncertainty will result in decreased consumer tessrand government spending, which will likely reglithe need our customers have for our
products. Slow or negative growth in the globalreamy may continue to materially and adverselyaféeir business, financial condition and
results of operations for the foreseeable futurg. ®sults of operations would be further adverséigcted if we were to experience lower than
anticipated order levels, cancellations of ordersdacklog, extended customer delivery requiremeamtpricing pressure as a result of a
slowdown. Any negative effect on our earnings ratigct our borrowing availability and potentiallgsult in noncompliance with the
restrictive covenants of our existing credit agreem

Iltem 6. Exhibits.

Unless otherwise indicated, each of the followirbikits has been previously filed with the SEC bg Company under File No. 0-
16244,

Incorporated by Reference to the

Number Description Following Document:

3.1 Fourth Amended and Restated Bylaws of the Compefifggtive Current Report on Formr-K filed October 27, 200¢
October 23, 200 Exhibit 3.1

10.1 Amendment to Employment Agreement dated as of Gepee 12, *
2008 between John F. Rein, Jr. and Veeco Instrisrirat

10.2 Amendment to Employment Agreement dated as of Gepee 12, *
2008 between Robert P. Oates and Veeco Instrurtreni

10.3 Senior Executive Change in Control Policy effectigeof *
September 12, 20(

10.4 Service Agreement effective July 24, 2008 betwedwdtd H. Quarterly Report on Form -Q for the quarter ende
Braun and Veeco Instruments i June 30, 2008, Exhibit 10

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

31.2 Certification of Chief Financial Officer pursuantRule 13a—14 *
(a) or Rule 15—14(a) of the Securities and Exchange Act of 1!

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. *
Section 1350, as adopted pursuant to Section 9@&darbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C *
Section 1350, as adopted pursuant to Section 9@&dbarbanes-
Oxley Act of 2002

* Filed herewith
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SIGNATURES

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

Date: October 29, 2008

Veeco Instruments In

By: /s/ JOHN R. PEELEF

John R. Peele
Chief Executive Office

By: /s/ JOHN F. REIN, JF

John F. Rein, Jr.
Executive Vice President and Chief Financial Offi
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Unless otherwise indicated, each of the followirbikits has been previously filed with the Secedtand Exchange Commission by
the Company under File No. 0-16244.

Incorporated by Reference to the
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3.1 Fourth Amended and Restated Bylaws of the Company,Current Report on Form 8-K filed October 27, 20B8hibit 3.1
effective October 23, 20C
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Exchange Act of 193¢
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Rule 13a—14(a) or Rule 15d+4(a) of the Securities a
Exchange Act of 193¢
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of the Sarbane« Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuaat 18 *
U.S.C. Section 1350, as adopted pursuant to Se@@ién
of the Sarbane+ Oxley Act of 2002

* Filed herewith




Exhibit 10.1
AMENDMENT TO EMPLOYMENT AGREEMENT
September 12, 2008

Reference is made to the Employment Agreement dgpeiti 1, 2003 between Veeco Instruments Inc. astthJF. Rein, Jr., as amended June 9,
2006 (the “Employment Agreement”). Capitalizednsrused but not defined herein shall have the mgarassigned to such terms in the
Employment Agreement.

The Employment Agreement is hereby amended by gddimew section at the end thereof to read aswsllo

17. IRC Section 409AThe parties understand and agree that certaim@atg contemplated by this Agreement,
including severance pay, may be “deferred compamwsdor purposes of IRC Section 409A. Notwithsdarg any provision of this
Agreement to the contrary, any payments constgulieferred compensation required to be made uponrespect of the Executive’s
termination of employment hereunder shall not bd p&or to six months after the Executive’s teration of employment, to the
extent necessary to comply with IRC Section 409R)). The Company shall identify in writing deéred to the Executive any
payments it reasonably determines are subjectl&y thereunder and shall promptly pay any such @elgayments, without interest,
at the conclusion of the applicable six month pekfiar, if later, when scheduled to be paid undertéims of the Agreement). No
deferred compensation payable hereunder shalllijectuo acceleration or to any change in the $igeciime or method of payment,
except as otherwise provided under this Agreemedhicansistent with IRC Section 409A. In no evdralsthe Company have any
liability or obligation with respect to taxes fohieh the Executive may become liable as a resuth@fpplication of IRC
Section 409A.

AGREED:
Veeco Instruments In
By: /s/ Authorized Signator /sl John F. Rein, J

Name: John F. Rein, Ji
Title:




Exhibit 10.2
AMENDMENT TO LETTER AGREEMENT
September 12, 2008

Reference is made to the Letter Agreement datedb@c31, 2005 between Veeco Instruments Inc. anstR®. Oates (the “Letter
Agreement”).

In connection with the designation of Mr. Oatesiagligible employee under Veeco’s Senior Execuliilange in Control Policy, in the form
presented and effective on the date hereof, theepargree as follows:

The Letter Agreement is hereby amended by deletiaglefinition of “Good Reason” and substitutingrésfor the following:

“ Good Reasofi shall mean (a) a reduction of your base salattyeiothan as part of a salary reduction programecsfig
management employees generally, (b) a materiattiguin the total benefits available to you undash incentive, stock incentive
and other employee benefit plans, other than d@soparreduction in incentives or benefits affegtsimilarly situated employees,
generally, or (c) the relocation of your primaraqe of work by more than 50 miles (it being underdtthat your decision not to
relocate would not be a basis for Termination fauge).

Veeco Instruments Ine

By: /s/ Authorized Signator /s/ Robert P. Oate
Name: Robert P. Oate
Title:




Exhibit 10.3

VEECO INSTRUMENTS INC.
SENIOR EXECUTIVE CHANGE IN CONTROL POLICY

1. Purpose Effective as of September 12, 2008, Veeco Insémnts Inc., a Delaware corporation (the “ Compaay* Veeco
"), has adopted this Senior Executive Change int@bRolicy (as may be amended from time to tirhe, t Policy”). The Compensation
Committee of the Board (the “* Committ8erecognizes that, as is the case for most pubhield companies, the possibility of a Change in
Control (as defined below) exists, and the Compaisies to ensure that certain Eligible Employessdéfined below) are not practically
disabled from discharging their duties in respéda proposed or actual transaction involving a @gain Control. Accordingly, the Company
wishes to provide additional inducement for thegiblie Employees to continue to remain in the empibthe Company and to provide certain
severance benefits to the Eligible Employees iretrent that their employment is terminated undetage circumstances related to a Change in
Control.

2. Certain Defined Terms In addition to terms defined elsewhere herdia,following capitalized terms have the following
meanings when used herein:

“ Affiliate ” shall mean with respect to any Person, any déeeson directly or indirectly, through one or motermediaries,
controlling, controlled by, or under common contngth, such Person. For purposes of this definjtimontrol” shall have the meaning given
such term under Rule 405 of the Securities Acta#3l as amended.

“ Board” shall mean the Board of Directors of the Company.

“ Cause” shall mean a termination based on (i) Eligible@oyee’s willful and substantial misconduct in the perfarme of his dutie
(i) Eligible Employee’s willful failure to perforniis duties after two weeks written notice from @empany (other than as a result of a total or
partial incapacity due to a physical or mentaleifia, accident or similar event), (iii) the Eligideployee’s material breach of any of the
agreements contained in Section 6 hereof, (ivctmmission by the Eligible Employee of any matefialidulent act with respect to the
business and affairs of the Company or any subyidiaaffiliate thereof, or (v) Eligible Employeet®nviction of (or plea of nolo contendere
to) a crime constituting a felony.

“ Change in Control shall mean:

0] the acquisition, as evidenced by the filing with ®ecurities and Exchange Commission (the
“Commission”) of an executed report on Schedule 13Pany Person, including any syndicate or groesgnaed to be a “person” under
Section 13(d)(3) of the Securities Exchange Act284, as amended (the “Exchange Act”"), of bendfmimership (determined in accordance
with Rule 13d-3 under the Exchange Act), directlynalirectly, through a purchase, merger or otlegiugsition transaction or series of
transactions, of shares of the capital stock ofGbmpany entitling that Person to exercise (A) 25%nore of the total voting power of all
shares of such capital stock entitled to vote galyein elections of directors without the prioritten consent of a majority of the Continuing
Directors or (B) 40% or more of the total votingyer of all shares of such capital stock entitleddte generally in elections of directors with
the prior written consent of a majority of the Gantng Directors.

(i) any consolidation or merger of the Company witlintw any other person, any merger of another person
into the Company, or any conveyance, transfer, fedse




or other disposition of all or substantially alltbe Company’s properties and assets to anothsopgeother than:

(A) any transaction (1) that does not result in anjassification, conversion, exchange or cancellatibn
outstanding shares of the capital stock of the Gomipr (2) pursuant to which holders of the cagtatk of the Company
immediately prior to the transaction are entitleegxercise, directly or indirectly, 50% or moretloé total voting power of all
shares of the capital stock of the Company entitbeebte generally in the election of directorghed continuing or surviving
person immediately after the transaction; or

(B) any merger solely for the purpose of changing tam@any’s jurisdiction of incorporation and resudtiim
a reclassification, conversion or exchange of antding shares of common stock of the Company soledyshares of
common stock of the surviving entity;

(i) during any consecutive two-year period, individuals at the beginning of that two-year period
constituted the Board of Directors (together witly aew directors whose election or nomination ®Board of Directors was approved by a
vote of a majority of the directors then still iffice who were either directors at the beginningoth period or whose election or nomination
for election was approved by the Board of Directmra nominating committee thereof, the majoritghe members of which meet the above
criteria) (each, a “Continuing Director”) cease &my reason to constitute a majority of the BodrDicectors then in office;

(iv) the Company is liquidated or dissolved or a resmfuis passed by the Compasytockholders approving
plan of liquidation or dissolution of the Company;

(v) in the case of a Group Executive Participant, tben@any sells to a third party, or otherwise dispaxeall
or substantially all of the relevant Group’s assetsells to a third party or otherwise disposea ofajority of the outstanding capital stock of
the entity which owns the assets and conductsukiméss of the relevant Group, each as determipélebCommittee in its sole discretion (as
described in this clause (v), a “Group Change int€x").

“ Code” shall mean Internal Revenue Code of 1986, as detkn

“ Confidential Information’ shall mean any information that: (a) is diseldgo an Eligible Employee, learned by an Eligiinle
created by an Eligible Employee in connection wiithemployment with Veeco (or a predecessor compamyowned by or part of Veeco),
and (b) Veeco treats as proprietary, private ofidential. Confidential Information may includejthout limitation, information relating to
Veeco’s products, services and methods of operatignidentities and competencies of Veeco's eng#eycustomers and suppliers, trade
secrets, know-how, processes, techniques, datehslee plans, drawings, chemical formulae, compaéiwvare, financial information,
operating and cost data, research databasesgsatithpricing information, business and marketilagg, and information concerning potential
acquisitions, dispositions or joint ventures. Nidistanding the foregoing, “Confidential Informatiodoes not include any of the foregoing
items which has become publicly known or made gaheavailable (provided that information will nogéase to be “Confidential Information”
as a result of an Eligible Employee’s breach officiemtiality).




“ Eligible Employe€” shall mean an employee of the Company selectetidfommittee to be covered by the Policy purst@ant
Section 3 and listed on Exhibit Hereto, as it may be amended from time to time.

“ Good Reasofi shall mean any of the following events: (i) amgluction in the total amount of an Eligible Emple\gebase salary or
target bonus; or (ii) any involuntary relocationasf Eligible Employee’s principal place of businass location more than 50 miles from the
Eligible Employee’s current principal place of ness (or, in the case of employees whose prinpipak of business is more than 50 miles
from their primary residence, an involuntary rekima of such employee’s principal place of busin@ssh that the employee’s overall level of
commuting substantially increases). Good Reasolhrsbizbe deemed to have occurred unless the Hdigtmployee provides the Company
with written notice of the existence of the appiltacondition described in clauses (i) and (ii)&hawvithin 90 days after the initial existence of
such condition and the Company fails to remedy sactdition within 30 days of the date of such weritnotice.

“ Group Executive Participantsshall mean those Eligible Employees who are desigd as “Group Executive Participants” on
Exhibit A hereto. If applicable, the relevant Group shalbdle specified on Exhibit 8pposite the name of the Eligible Employee.

“ Person” shall mean an individual, partnership, corponatibusiness trust, limited liability company, jogtbck company, trust,
unincorporated association, joint venture, govemaleauthority or other entity of whatever nature.

“Voting Stock” shall mean all capital stock of the Company whighits terms may be voted on all matters submitbestockholders
of the Company generally.

3. Eligibility . The Committee shall determine which employegh®fCompany shall be Eligible Employees coverethby
Policy. As of the effective date of the Policy, Eligible Employees are listed on Exhibit. AFrom time to time, the Committee may, in itsesol
discretion, revise the list of individuals who &ggible Employees by adding additional employegt, subject to Section 13, removing any
Eligible Employee from, the list of Eligible Emplegs set forth on Exhibit A

4, Effect of Change in Control; Certain Terminationsdonnection with a Change in Control

€) Upon the consummation of a Change in Control (oth&n a Group Change in Control), the vesting, paytrand/or
exercisability of all stock option grants, resteidtstock awards and any other equity-based comii@msavards held by the Eligible Employee
that would otherwise be eligible to become vesiatihd the Eligible Employee’s continued employmsinall be accelerated and any
outstanding stock options then held by the Eligiteployee shall remain exercisable until the eadfgx) 12 months following the date of
termination of the Eligible Employee’s employmerithithe Company and (y) the expiration of the araditerm of such options.

(b) If an Eligible Employee’s employment shall be tamated by the Company without Cause, or by the kgt mployee for
Good Reason, during the period commencing threen@jths prior to, and ending eighteen (18) mondhiswing, a Change in Control, and
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subject to the Eligible Employee’s execution okaaration and release agreement in a form reasosatisfactory to the Company:

0] The Company shall pay to the Eligible Employee moant equal to the product of (i) the sum of hirtleurrent
(A) annual base salary and (B) the target bonusalgeayto the Eligible Employee pursuant to the Comyfsaperformance-based
compensation bonus plan with respect to the figeal ending immediately prior to the date of termion, and (i) 1.5; such amount
shall be payable in a lump sum as soon as reasopediticable (x) if such termination of employmenturs on or following the
consummation of the Change in Control, after thte @ such termination of employment, or (y) if Buermination occurs prior to the
consummation of the Change in Control, after tlieaive date of such Change in Control (either suate, the “ Vesting Datg, but
in any event, such payment shall be made withimi3ths following the end of the calendar year iricltthe Vesting Date occurs;

(i) The Company shall continue to provide the Eligibraployee (and his dependents) with all health aelfare
benefits which he (or his dependents) was particigan or receiving as of the date of terminat{aha level then in effect with resp
to coverage and employee premiums) until the 18tmanniversary of the date of termination. If shemefits cannot be provided
under the Compang’programs, such benefits and perquisites willrogiged on an individual basis to the Eligible Eoyde such thi
his after-tax costs will be no greater than tha<tw such benefits and perquisites under the Gayip programs;

(i) The Company shall pay to the Eligible Employee@aited amount of the Eligible Employee’s bonusthar fiscal
year in which the date of termination occurs eqoahe product of (i) the amount of the bonus tligiEle Employee would have
otherwise earned had he been employed by the Conguatihe last day of the fiscal year in which tlaedof termination occurs
multiplied by (ii) the number of days elapsed dgrsuch fiscal year prior to the date of terminatidrided by 365. Such pro-rated
bonus shall be payable at the same time as bofarséhe year of termination are paid to employeesegally,provided, howevethat
such payment shall be made within 2 %2 months fotigwthe end of the calendar year in which the \Agsbate occurs; and

(iv) The vesting, payment and/or exercisability of &tk option grants, restricted stock awards andahgr equity-
based compensation awards held by the Eligible Byl that would otherwise be eligible to becoméededuring the Eligible
Employee’s continued employment shall be acceldratel any outstanding stock options then held byEligible Employee shall
remain exercisable until the earlier of (x) 12 nianftollowing the date of termination of the EliggiEmployee’s employment with the
Company and (y) the expiration of the original texhsuch options.

(c) For the sake of clarity, “termination” as usedhistSection 4 shall not include the case wheré€gco offers to retain the
Eligible Employee in a position of substantial resgibility or (ii) Veeco requests that the Eligitifenployee accepts a position with the
acquiring entity in the Change in Control but tHiggilBle Employee declines the position.
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5. Parachute Payments

€) Notwithstanding Section 4 (but subject to Secti@)) in the event that an Eligible Employee becsraetitled to any
payments or benefits under this Policy and anyigoxf those payments or benefits, when added yao#mer amount theretofore or thereafter
payable to the Eligible Employee as a result dharonnection with any Change in Control, whethenat under any other plan, arrangemel
agreement with the Company, any Person whose aatgsulted in the Change in Control or any Persaing such a relationship with the
Company or such Person as to require attributistadk ownership between the parties under Se8ti@ga) of the Code (the “ Aggregate
Payments), would be subject to the tax (the “ Excise T@imposed by Section 4999 of the Code, then thevnts or benefits under this
Policy and, if applicable, any other plan, arrangatror agreement shall be reduced (first by reduttie cash payments under this Policy, then
by reducing any fringe or other benefits requireth¢ provided under this Policy, and finally bywethg the payments and/or benefits under
any other plan, arrangement or agreement) to amaiwehich is ten dollars ($10.00) less than the amhof the Aggregate Payments that cc
be made to the Eligible Employee before any portibthe Aggregate Payments would be subject t&Etwse Tax.

(b) Notwithstanding Section 5(a), the Aggregate Paymshall be reduced pursuant to Section 5(a) ortheiinet after-tax
amount received by the Eligible Employee afterapplication of Section 5(a) is greater than theafietr-tax amount (taking into account the
application of the Excise Tax) that the Eligible loyee would otherwise receive in connection with €Change in Control without the
application of Section 5(a).

(©) All determinations and calculations required teeetbiate this Section 5 (including, without limitatj the determination as to
whether any Aggregate Payments would be subjdbet&xcise Tax and the amount of any reductiomefAggregate Payments) shall be v
by the Company’s independent auditors (or anotagonally recognized United States public accounfirm selected in good faith by the
Company) (the “ Auditor). For purposes of making the calculations anedeinations required by this Section 5, the Auditoray make
reasonable assumptions and approximations congeapiplicable taxes and may rely on reasonable, fgthdinterpretations concerning the
application of Sections 280G and 4999 of the Cautktthe Department of Treasury Regulations issueetinder.

6. Obligations of the Eligible Employee

As a condition to being designated as an Eligibtgpyee and to being eligible to receive benefésehinder, each individual so
designated agrees as follows (any individual nageeing shall notify the Company in writing withiO days of being notified of the
designation, in which case the designation shatiuieand void):

€)) Confidentiality. The Eligible Employee acknowledges that the Camp@nd its Affiliates continually develop Confidéit
Information; that the Eligible Employee may deve@pnfidential Information for the Company and it§ikates; and that the Eligible
Employee may learn of Confidential Information agrithe course of employment, including Confidentiérmation that may relate to a
transaction which, if consummated, would constitutéhange in Control. The Eligible Employee wiheply with the policies and procedures
of the Company and its Affiliates for protectingr@idential Information and shall not disclose Caolefintial Information to any Person or use
Confidential Information except for the benefittbé Company or as required by applicable law aftgice to the Company and a reasonable
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opportunity for the Company to seek protectionh&f €Confidential Information prior to disclosurehelEligible Employee understands that this
restriction shall continue to apply after his enyph@nt terminates, regardless of the reason for wrafination.

(b) Return of Company PropertyAll documents, records, tapes and other medevefy kind and description relating to the
business, present or otherwise, of the Companytardfiliates and any copies, in whole or in pahereof (the “Documents”), whether or not
prepared by the Eligible Employee, shall be the sold exclusive property of the Company and itdiAfés. The Eligible Employee shall
safeguard all Documents and shall surrender t&€tirapany at the time his employment terminatest sueh earlier time or times as the Bo
or its designee may specify, all Documents andrgihaperty of the Company and its Affiliates tharthe Eligible Employee’s possession or
control.

(©) Restricted Activities In further consideration of the compensation thatEligible Employee may become entitled to
hereunder, the Eligible Employee agrees that s@steictions on his activities during and after énisployment are necessary to protect the
goodwill, Confidential Information and other legitate interests of the Company and its Affiliates:

0] While the Eligible Employee is employed by the Camyp and for eighteen (18) months after the tertignaof the
Eligible Employee’s employment (the “Non-CompetitiBeriod”), the Eligible Employee will not own, nege, work for or otherwise
participate in any business whose products, ses\wic@ctivities compete with the current or culsenbntemplated products, services
or activities of Veeco in any state or country ihi@h Veeco sells products or conducts businesg>xgrid which such Eligible
Employee was involved or (y) with respect to whitith Eligible Employee had access to Confidentifdrmation, in each case,
during the 5 years prior to terminatigrpvided, however, that the Eligible Employee may own up to 1% & securities of any such
public company (but without otherwise participatinghe activities of such enterprise).

(i) The Eligible Employee further agrees that whildshemployed by the Company and during the Non-Caitiqe
Period, the Eligible Employee will not for himself any other person: (a) induce or try to indueg @mployee to leave Veeco or
otherwise interfere with the relationship betweere®o and any of its employees, (b) employ or engage independent contractor,
any current or former employee of Veeco, other floamer employees who have not worked for Veechiwithe past year, (c) indu
or try to induce any customer, supplier, licensobusiness relation to stop doing business withcdes otherwise interfere with the
relationship between Veeco and any of its custonsengpliers, licensors or business relations; ps@icit the business of any person
known by the Eligible Employee to be a customeveéco, whether or not the Eligible Employee hadpeal contact with such
person, with respect to products or activities Wwhiompete with the products or activities of Veatexistence or contemplated at the
time of termination of such Eligible Employee’s dompnent.

(d) Enforcement of Covenantshe Eligible Employee acknowledges that he hasfablly read and considered all the terms and
conditions of this Agreement, including the resttaimposed upon him pursuant to this Section &. Hligible Employee agrees that those
restraints are necessary for the reasonable apeppootection of the Company and its
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Affiliates and that each and every one of the aists is reasonable in respect to subject magegth of time and geographic area. The Elig
Employee further acknowledges that, were he todbreay of the covenants contained in this Sectighéddamage to the Company could be
irreparable. The Eligible Employee therefore agteasthe Company, in addition to any other remgdieailable to it, shall be entitled to seek
preliminary and permanent injunctive relief agaisy breach or threatened breach by the EligiblplByee of any of said covenants, without
having to post bond. The Eligible Employee agrées, in the event that any provision of this Setticshall be determined by any court of
competent jurisdiction to be unenforceable by reasfdts being extended over too great a time laoge a geographical area or too great a
range of activities, such provision shall be deetoeole modified to permit its enforcement to thexmmum extent permitted by law.

7. Successors

@) The Company will require any successor (whethexatlior indirect, by purchase, merger, consolidatiearganization or
otherwise, including, without limitation, any susser due to a Change in Control) to the businesssets of the Company expressly to ass
this Policy and to perform in the same manner artti¢ same extent the Company would be requirgeéitimrm if no such succession had te
place. This Policy will be binding upon and inuoethe benefit of the Company and any successdret€bmpany, including, without
limitation, any persons directly or indirectly adgug the business or assets of the Company iarséction constituting a Change in Control
(and such successor shall thereafter be deemé@dmepany” for the purpose of this Policy), but wilbt otherwise be assignable, transferable
or delegable by the Company.

(b) This Policy will inure to the benefit of and be erdeable by the Eligible Employees’ personal oalegpresentatives,
executors, administrators, successors, heirsjligties and legatees.

(©) This Policy is personal in nature and neither tenGany nor any Eligible Employee shall, without domsent of the
Company, assign, transfer or delegate any rightdbbgations hereunder except as expressly provin&kctions 7(a) and 7(b). Without
limiting the generality or effect of the foregoiray Eligible Employee’s right to receive paymergsdunder will not be assignable, transferable
or delegable, other than by a transfer by suchitiédgEmployee’s will or by the laws of descent atistribution and, in the event of any
attempted assignment or transfer contrary to th@di®n 7(c), the Company shall have no liabilitypty any amount so attempted to be
assigned, transferred or delegated.

8. Administration; ERISA This Policy shall be administered by the Comemittor the Committes’delegate or successor). -
Committee shall have the sole authority to interghies Policy and to determine all questions (wkethf fact or interpretation) arising in
connection with this Policy. The Committee’s demis shall be final and bind all parties. This Polgintended to be an unfunded “top hat
plan” that is not subject to the Employee Retiremiecome Security Act of 1974, as amended (“* ERIBA

9. Notices. For all purposes of this Policy, all communioas, including without limitation notices, consemequests or
approvals, required or permitted to be given hedeumill be in writing and will be deemed to haweeb duly given when hand delivered or
dispatched by electronic facsimile transmissiorti{weceipt thereof orally confirmed), or five busss days after having been mailed by United
States registered or certified mail, return recegguested,




postage prepaid, or three business days after dnéeien sent by a nationally recognized overnightieo service, addressed to the Compan
the attention of the General Counsel of the Companits principal executive office and to the ki@ Employee at his principal residence, or
to such other address as any party may have faighthe other in writing and in accordance hetteveixcept that notices of changes of
address shall be effective only upon receipt.

10. Validity . If any provision of this Policy or the appliaati of any provision hereof to any person or circiamees is held
invalid, unenforceable or otherwise illegal, theneender of this Policy and the application of spcbwvision to any other person or
circumstances will not be affected, and the provisio held to be invalid, unenforceable or othemillegal will be reformed to the extent (and
only to the extent) necessary to make it enforagalalid or legal.

11. Governing Law; JurisdictionThe laws of the state of New York shall govera ithterpretation, validity and performance of
the terms of this Policy, regardless of the lavt thaght be applied under principles of conflictdaiv. Any suit, action or proceeding against
any Eligible Employee, with respect to this Polingy be brought in any court of competent jurisdictin the State of New York.

12. Relationship with Other PlansThis Policy is intended to supplement, but ngtletate, any benefits to which an Eligible
Employee may be entitled under any other severamployment or other individual agreement. The @xttee, in its sole discretion, will
make any interpretation or determination necessaiyiplement this provision.

13. Amendment; TerminationThe Company expressly reserves the right to aroeterminate this Policy, to discontinue or
eliminate benefits hereunder or to remove any eygadrom the list of Eligible Employees coveredthig Policy at any time in its sole
discretion;provided, howevethat, during the period commencing upon the eagli€a) three months prior to the signing of a digfie
agreement that, if consummated, would result irnarf@e in Control, and (b) the filing of a Schedl& (or any appropriate successor form)
with respect to a tender offer with the Commisdiuat, if accepted, would result in a Change in @infeach, a “ Triggering Evefit and
ending upon the earlier of (x) the date on whigh@mmittee in its sole discretion determines thatTriggering Event will not actually result
in a Change in Control, and (y) the 18 month amsiaey of the Change in Control, no amendment whichld deprive an Eligible Employee
of any benefit to which he would have been entittedeunder, nor any termination of this Policy, renoval of an employee from the list of
Eligible Employees covered by this Policy, shalldfiective with respect to such Eligible Employee.

8




14. Section 409A

€) This Policy is intended to be exempt from the regmients of Section 409A of the Code (together witih Department of
Treasury regulations and other interpretive guidassued thereunder, including without limitatiory auch regulations or other guidance that
may be issued after the date hereof, “ Section 4098he Company may, in its discretion, adopt saofendments to the Policy or adopt other
procedures, or take any other actions, as the Coymletermines are necessary or appropriate to edtisgolicy from Section 409A (or, if
the Committee determines appropriate, to complf tie requirements of Section 409A), including withlimitation amendments, procedures
and action with retroactive effect.

(b) Notwithstanding the foregoing or any other prouisaf this Policy, if and to the extent that the Qamy determines, in its
sole discretion, that any payments or benefits ipl@yander this Policy are deferred compensatiofestito Section 409A, the following will
apply:

0] if the Eligible Employee is a “specified employda’ defined in Section 409A) at the time of hisni@ation of
employment, (X) during the first 6 months afterts&digible Employee’s termination of employmentcliEligible Employee shall be
paid only the portion, if any, of such paymentd thidl not subject him to additional taxes and net&t under Section 409A (“ Delay
Period “). If this Section applies and the methégayment is not a lump sum, the first payment® Eligible Employee will include
all amounts that would have been paid during thiaypBeriod but for this Section, and (y) to theesxttthat benefits to be provided to
such an Eligible Employee pursuant to this Polieyreot non-taxable medical benefits or other bémefit considered nonqualified
deferred compensation for Section 409A, such pirowief benefits shall be delayed until the endhaf Delay Period to the extent
necessary to avoid the imposition of additionaétaand interest on the Eligible Employee, provitted, if the provision of any
ongoing benefits would not be required to be dalaféhe premiums were paid by the Eligible Empleyehe Eligible Employee shall
pay the full cost of the premiums for such benefitsing the Delay Period and the Company shalllpayan amount equal to the
amount of such premiums within ten (10) days afterend of the Delay Period.

(i) To the extent that any benefits to be providedit&kgible Employee pursuant to this Policy aresidared
nonqualified deferred compensation and are reingments subject to Section 409A, the reimbursenmfesifgible expenses related to
such benefits shall be made on or before the lasbéithe Eligible Employee’s taxable year follogithe Eligible Employee’s taxable
year in which the expense was incurred.

15. Miscellaneous
€) Pronouns Masculine pronouns and other words of mascularagr shall refer to both men and women.
(b) Titles and HeadingsThe titles and headings of the sections in tHeyare for convenience of reference only, anthim

event of any conflict, the text of the Policy, raththan such titles or headings, shall control.

* % * % %




I hereby certify that the forgoing Policy was dalgopted by the Committee as of the date first alaitéen.

Executed as of this 12th day of September, 2008

/s/ Roger D. McDanie

Roger D. McDanie
Chairman of the Compensation Commit
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Exhibit 31.1

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

I, John R. Peeler, Chief Executive Officer of Vedastruments Inc., certify that:
1. | have reviewed this quarterly report on Form 1@€xthe period ended September 30, 2008 of Veestmuments Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&ts.under which such statements were made, ntadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

€) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhbsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahe@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjples

(©) Evaluated the effectiveness of the registrant’sldg&ire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure conants procedures, as of the end of the period cougrehis report based on
such evaluation; and

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarteyhal control over financial
reporting, to the registrant’s auditors and theitae@mmittee of the registrastboard of directors (or persons performing thevedent
functions):

@) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; and

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

/s/ JOHN R. PEELEF
John R. Peele

Chief Executive Office
Veeco Instruments In
October 29, 200




Exhibit 31.Z

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

I, John F. Rein, Jr., Executive Vice President @hif Financial Officer of Veeco Instruments Ineertify that:
1. | have reviewed this quarterly report on Form 1@€xthe period ended September 30, 2008 of Veestmuments Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&ts.under which such statements were made, ntadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

€) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhbsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahe@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjples

(©) Evaluated the effectiveness of the registrant’sldg&ire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure conants procedures, as of the end of the period cougrehis report based on
such evaluation; and

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarteyhal control over financial
reporting, to the registrant’s auditors and theitae@mmittee of the registrastboard of directors (or persons performing thevedent
functions):

@) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; and

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

/s/ JOHN F. REIN, JF

John F. Rein, J

Executive Vice President and Chief Financial Offi
Veeco Instruments In

October 29, 200




Exhibit 32.1

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

In connection with the Quarterly Report of Veecstinments Inc. (the “Company”) on Form 10-Q for gegiod ended September 30,
2008 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, JohrPReler, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 25 adopted pursuant to Section 906 of the Sasb@mley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; and

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

/s/ JOHN R. PEELEF
John R. Peele

Chief Executive Office
Veeco Instruments Ine
October 29, 200

A signed original of this written statement reqditey Section 906 has been provided to Veeco Ingnisninc. and will be retained by
Veeco Instruments Inc. and furnished to the Seesrénd Exchange Commission or its staff upon retque




Exhibit 32.2

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

In connection with the Quarterly Report of Veecstinments Inc. (the “Company”) on Form 10-Q for gegiod ended September 30,
2008 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, JohiREin, Jr., Executive Vice President and

Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. Section 1350, as adopted puotrso&ection 906 of the Sarbanes-Oxley
Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; and

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

/s/ JOHN F. REIN, JF

John F. Rein, J

Executive Vice President and Chief Financial Offi
Veeco Instruments In

October 29, 200

A signed original of this written statement reqditey Section 906 has been provided to Veeco Ingntsninc. and will be retained by
Veeco Instruments Inc. and furnished to the Seesrénd Exchange Commission or its staff upon retque




