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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED JUNE 30, 2003

Commission file number 0-16244

VEECO INSTRUMENTS INC.

(Exact name of registrant as specified in its @rart

Delaware 11-2989601
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organizatiol Identification Number
100 Sunnyside Blvd. 11797
Woodbury, NY (zip code)

(Address of principal executive office

Registrant's telephone number, including area code:
(516) 677-0200

Website:.www.veeco.com

Indicate by check mark whether the Registranthél filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastiags: Yeslxl No O

Indicate by check mark if the Registrant is an leged filer (as defined in Rule 12b-2 of the Exwhe Act): Yesll No O

29,258,577 shares of common stock, $0.01 par ym@ushare, were outstanding as of the close ohbasion August 5, 2003.

SAFE HARBOR STATEMENT

This Quarterly Report on Form 10-Q (the pB&") contains forward-looking statements withie tmneaning of the Private Securities
Litigation Reform Act of 1995. Discussions contaigisuch forward-looking statements may be founiteims 2 and 3 hereof, as well as
within this Report generally. In addition, when dse this Report, the words "believes," "anticiggtéexpects,” "estimates,” "plan:



"intends," and similar expressions are intendeideatify forward-looking statements. All forwardedking statements are subject to a number
of risks and uncertainties that could cause actsllts to differ materially from projected resufsictors that may cause these differences
include, but are not limited to:

. the dependence on principal customers and theceyclature of the data storage, telecommunicatidredéss, semiconductor,
research and industrial industries,

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

. fluctuations in quarterly operating results,

. risk of cancellation or rescheduling of orders,

. risks associated with evaluating and pursuing aiiipm opportunities and integrating acquired basses into our business,

. loss of key management or our inability to attiad retain sufficient numbers of managerial, ergyimg and other technical
persons,

. the highly competitive nature of industries in whitbhe Company operates,

. changes in foreign currency exchange rates, and

. the other matters discussed under the heading "§#ament’'s Discussion and Analysis of Financial Coorliand Results of

Operations" contained in this Report, in the ConyfsmAnnual Report on Form 10-K for the year ended@nber 31, 2002,
and in the Company's Quarterly Report(s) on Fora@QHded since December 31, 2002.

Consequently, such forward-looking statetmshould be regarded solely as the Company'srduptans, estimates and beliefs. The
Company does not undertake any obligation to upalayeforwardlooking statements to reflect future events oruwinstances after the date
such statements.

Available Information

We file annual, quarterly and current répanformation statements and other informatiothwlie Securities and Exchange Commission
(the "SEC"). The public may read and copy any nigtewe file with the SEC at the SEC's Public Refee Room at 450 Fifth Street, N.W.,
Washington, D.C. 20549. The public may obtain infation on the operation of the Public ReferencerRby calling the SEC at 1-800-SEC-
0330. The SEC also maintains an Internet sitedbiatains reports, proxy and information statemeanid, other information regarding issuers
that file electronically with the SEC. The addre$shat site is http://www.sec.gov.

Internet Address

We maintain a website where additional imfation concerning our business and various upcgmvents can be found. The address of
our website is www.veeco.com. We provide a linkoom website, under Investors—Financial Info—SEGnig#, through which investors can
access our filings with the SEC, including our AahReport on Form 10-K, Quarterly Reports on Fofivt, Current Reports on Form 8-K,
and all amendments to those reports. These filypgear on our Internet website via links to the SE€ simultaneously to their filing.
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Part I. Financial Information

Item 1. Financial Statements (Unaudited)

Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Operations

(In thousands, except per share data)

(Unaudited)
Three Months Ended
June 30,

2003 2002
Net sales $ 73,44¢ $ 77,33¢
Cost of sale: 40,65t 42,13
Gross profit 32,79 35,20:

Costs and expense

Selling, general and administrative expense 18,56¢ 19,33t
Research and development expense 11,03¢ 13,92¢
Amortization expense 3,15¢ 3,172
Other income, net (22 (28%)
Restructuring expense 78¢ 1,05(C
Operating los! (739 (1,99¢)
Interest expense, n 1,88¢ 1,47
Loss before income taxi (2,62%) (3,475
Income tax benef (1,490 (1,85€)
Net loss $ (1,13 $ (1,619
I L]

Loss per common shat

Net loss per common she

Diluted net loss per common sh:

Weighted average shares outstanc
Diluted weighted average shares outstan

See Accompanying Notes.
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$ (0.0 $  (0.06

$ (009 $  (0.06

29,24,
29,24%

29,08:¢
29,08




Net sales
Cost of sale!

Gross profit
Costs and expense

Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(In thousands, except per share data)

(Unaudited)

Selling, general and administrative expense

Research and development expense

Amortization expense
Other income, net
Restructuring expense

Operating los!
Interest expense, n

Loss from continuing operations before income t:

Income tax benef

Loss from continuing operatiol

Loss on disposal of discontinued operations, nédads

Net loss

Loss per common shat

Loss per common share from continuing operat

Loss from discontinued operatio

Net loss per common she

Diluted loss per common share from continuing ofi@na

Loss from discontinued operatio

Diluted net loss per common shi

Weighted average shares outstanc

Diluted weighted average shares outstan

See Accompanying Notes.
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Six Months Ended

June 30,

2003 2002
$ 139,22t $ 157,48¢
75,22¢ 88,55:
64,00( 68,93
36,15 38,37:
22,527 27,25
6,301 6,91¢
(895) (236)
1,457 1,881
(1,549 (5,262)
3,65: 2,96:
(5,196) (8,229)
(2,369 (3,45
(2,832 4,779
— (346)
$ 2,83) $ (5,117

$ 0.10 $ (0.16)
— (0.02)

$ 0.10 $ (0.18)
$ 0.10 $ (0.16)
— (0.02)

$ 0.10 $ (0.18)
29,23¢ 29,05:

29,23¢ 29,05:

Assets

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

June 30, 2003

December 31, 2002

(Unaudited)



Current Assets
Cash and cash equivalel

Accounts receivable, less allowance for doubtfaloants of $3,234 in 2003 and $2,815 in 2

Inventories

Prepaid expenses and other current a:

Deferred income taxe

Total current asse

Property, plant and equipment at cost, less accatenildepreciation of $59,776 in 2003 and

$56,878 in 200:
Goodwill

Purchased technology, less accumulated amortizafi20,077 in 2003 and $15,287 in 2(
Other intangible assets, less accumulated amadizaf $12,726 in 2003 and $11,215 in 2(

Long-term investment
Deferred income taxe
Other assets, n

Total asset

Liabilities and shareholders' equity
Current Liabilities:

Accounts payabl

Accrued expense

Deferred profit

Income taxes payab

Current portion of lon-term debt

Total current liabilities

Long-term debt, net of current portic
Other nol-current liabilities
Shareholders' equit

Total liabilities and shareholders' equ

See Accompanying Notes.

6

$ 210,36: $ 214,29!
69,25( 68,77

84,54¢ 86,25(

17,00¢ 18,39:

27,32¢ 31,54¢

408,49: 419,26:

54,88’ 55,87

33,78: 30,65¢

36,49 39,33!

13,71( 14,42¢

13,20; 17,48

37,78 28,88¢

71% 89¢

$ 599,06. $ 606,81t
I I
$ 19,09¢ $ 13,07¢
33,91¢ 44,99:

3,24¢ 5,96¢

5,58¢ 3,80¢

32¢ 312

62,16« 68,157

230,10 230,27:

937 81¢

305,85 307,57:

$ 599,06: $ 606,81t
I I

Operating Activities

Net loss

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

Adjustments to reconcile net loss to net cash piexviby (used in) operating activiti¢

Depreciation and amortizatic
Deferred income taxe

Stock option income tax bene
Other

Loss on disposal of discontinued operati
Changes in operating assets and liabilii

Accounts receivabl
Inventories
Accounts payabl

Six Months Ended June 30,

2003 2002
$ 2,83) $ (5,117)
11,42( 14,16°
(4,65€) (6,922)
10C 962
(73€) 14C
— 34€
35¢ 19,14¢
3,52¢ 1,10¢
5,94¢ 1,32¢



Accrued expenses, deferred profit and other culigpitities

Other, ne
Net cash provided by (used in) operating activi

Investing Activities

Capital expenditure

Net assets of business acqui

Proceeds from sale of assets held for

Proceeds from sale of property, plant and equipt
Proceeds from sale of industrial measurement bsis
Net maturities of lon-term investment

Net cash (used in) provided by investing activi
Financing Activities

Proceeds from stock issuar

Repayment of lor-term debt, ne

Proceeds from issuance of I-term debr
Payment for debt issuance cc

Net cash provided by financing activiti
Effect of exchange rates on cash and cash equits:

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

Cash and cash equivalents at end of pe

See Accompanying Notes.
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(12,405 (25,039

1,017 (2,787

1,73C (2,659

(4,666 (4,247)

(5,980) —

1,132 —

— 1,79C

— 3,75(

4,27¢ 1,77¢

(5,23¥) 3,077

30€ 982

(15€) (815)

— 20,00(

— (1,260

14¢€ 18,90¢

(574) (1,137)

(3,939 18,18¢

214,29 203,15«

$ 210,36: 221,34
| |

Veeco Instruments Inc. and Subsidiaries

Notes to Condensed Consolidated Financial StatemanfUnaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed colased financial statements have been preparecciordance with accounting principles
generally accepted in the United States for intdimancial information and with the instructionsForm 10-Q and Article 10 of Regulation S-
X. Accordingly, they do not include all of the imfoation and footnotes required by accounting pples generally accepted in the United
States for complete financial statements. In theiop of management, all adjustments consideredssary for a fair presentation (consisting
of normal recurring accruals) have been includgaer@ting results for the six months ended Jun@03 are not necessarily indicative of
results that may be expected for the year endirge®éer 31, 2003. For further information, refettie financial statements and footnotes
thereto included in the Company's Annual Reporform 10-K for the year ended December 31, 2002.

Loss per share is computed using the wedghverage number of common shares outstandinggiiré period. Diluted loss per share is
computed using the weighted average number of camand common equivalent shares outstanding dunegériod. The effect of common
equivalent shares of approximately 233,000 anddD#Bfor the three and six months ended June 3@, 286pectively, and 320,000 and
356,000 for the three and six months ended Jun2®X2, respectively, were antidilutive, therefoiletdd loss per share is not presented for

such periods.

The following table sets forth the recoiatibn of diluted weighted average shares outstan@in thousands):

Three Months Ended
June 30,

Six Months Ended

June 30,

2003 2002 2003 2002

Weighted average shar



outstanding 29,24 29,08t 29,23¢ 29,05:

Dilutive effect of stock options

and warrant: — — — —

Diluted weighted average shait

outstanding 29,247 29,08: 29,23t 29,05:
I I I I

In addition, the effect of the assumed @vawn of subordinated convertible notes into apjpnately 5.7 million common equivalent
shares is antidilutive for the three and six momthded June 30, 2003 and 2002, respectively, andftire is not included in the above dilL

weighted average shares outstanding.

The Company accounts for its stock optiamg under the recognition and measurement prieipl Accounting Principles Board
Opinion No. 25Accounting for Stock Issued to Employees] related interpretations. No compensation expen®flected in net loss, as all
options granted under the stock option plans hagkarcise price equal to the market value of thaedging common stock on the date of
grant. The following table illustrates the effeatimet loss and loss per share if the Company hplieahe fair value recognition provisions,

under which compensation

expense would be recognized as incurred, of SFASLR®,Accounting for Stock-Based Compensattorstock-based employee

compensation:

Net loss, as reporte
Deduct: Total stock-based employee compensatioaresgpdetermined
under fair value based method for all awards, hetlated tax effect

Pro forma net los

Loss per common shat
Net loss per common share, as repo

Net loss per common share, pro for
Diluted net loss per common share, as repc

Diluted net loss per common share, pro fo

Reclassification:

Three Months Ended

Six Months Ended

June 30, June 30,
2003 2002 2003 2002

(In thousands, except per share amounts)
$ (1139 $ (1619 $ (2.83) $ (5,119
(4,13)) (4,979 (8,562) (9,800)
$ (5260 $ (6599 $ (11,399 $  (14,91)
$ 0.04 $ 0.06 $ 0.10 $ (0.16)
$ 0.1§ $ 029 $ 039 $ (0.51)
$ 0.04 $ (0.0 $ 0.10 $ (0.16)
$ 0.1 $ 029 $ 039 $ (0.5)

Certain amounts in the 2002 consolidatedrfcial statements have been reclassified to confothe 2003 presentation.

Note 2—Balance Sheet Information

Inventories

Interim inventories have been determinedblaer of cost (principally first-in, first-out) anarket. Inventories consist of:

December 31,
2002

June 30,
2003

(In thousands)



Raw materials $ 47,83¢ $ 48,657

Work-in-progress 19,56: 21,76:
Finished good 17,14¢ 15,83(
$ 84,54t  $ 86,25(

Accrued Warrant

The Company estimates the costs that méydoered under its warranty and records a liapilitthe amount of such costs at the time
related revenue is recognized. Factors that afffec€ompany's warranty liability include historieald anticipated rates of warranty claims
and costs per claim. The Company periodically assethe adequacy of its recorded warranty liakdlitg adjusts the

9

amount as necessary. Changes in the Company'sniyaliebility during the period are as follows timousands):

Balance as of January 1, 2C $ 4,481
Warranties issued during the per| 1,11¢
Settlements made during the per (1,242
Changes in liability for pre-existing warrantiesidg the period, including

expirations (70
Balance as of June 30, 20 $ 4,28¢

Note 3—Segment Information

The following table represents the repdeigisoduct segments of the Company, in thousands:

Unallocated
Process Corporate Restructuring
Equipment Metrology Amount Charges Total
Three Months Ended June 30, 200
Net sales $ 34,280 $ 39,16¢ $ — — 73,44¢
Income (loss) from continuing operations
before interest, taxes and amortizat 1,65¢ 4,12: (2,56¢) (789 2,42(
Three Months Ended June 30, 200
Net sales 36,92: 40,41¢ — — 77,33¢
Income (loss) from continuing operations
before interest, taxes and amortizal (2,396 6,69 (2,075 (1,050 1,17¢
Six Months Ended June 30, 200
Net sales 63,88¢ 75,34( — — 139,22¢
Income (loss) from continuing operations
before interest, taxes and amortizai 2,16t 8,96= (4,917 (1,457 4,75¢
Total asset 174,08( 135,64¢ 289,33! — 599,06
Six Months Ended June 30, 200
Net sales 81,77* 75,718 — — 157,48t
Income (loss) from continuing operations
before interest, taxes and amortizal (4,252 11,81¢ (4,020 (1,887 1,657
Total asset $ 309,31 $ 130,90t $ 312,34 $ — $ 752,56!

Corporate total assets are principally comprisechsh and deferred tax assets.
The following table outlines the componesitgoodwill by business segment at June 30, 20@3Cecember 31, 2002 (in thousands):

June 30, 2003 December 31, 2002



Process Equipmel $ 8,41: $ 8,41:

Metrology 25,36¢ 22,24t
Total $ 33,78: $ 30,65¢
I I
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Note 4—Comprehensive (Loss) Income

As defined by the Financial Accounting Stards Board ("FASB"), comprehensive (loss) incosnhé change in equity of a business
enterprise from transactions, other events, amdigistances from nonowner sources during a perioel.Company incurred a total
comprehensive (loss) income of ($0.1) million a$i#l.1) million for the three and six months endedeJ80, 2003, respectively, and
$1.9 million and ($2.1) million for the three and months ended June 30, 2002, respectively. Thagamy's comprehensive (loss) income is
comprised of net loss, foreign currency translaidjustments and minimum pension liability.

Note 5—Recent Accounting Pronouncements

On January 1, 2003, the Company adoptaerSent of Financial Accounting Standards ("SFASS) M46,Accounting for Costs
Associated with Exit or Disposal Activitie(SFAS No. 146 addresses the accounting and repddirapsts associated with exit or disposal
activities and nullifies Emerging Issues Task Fqt&dTF") Issue No. 94-3,iability Recognition for Certain Employee Termiiost Benefits
and Other Costs to Exit an Activity (including Gent Costs Incurred in a Restructuringlt also substantially nullifies EITF Issue N@&-&0,
Costs Associated with Lease Modification or Terrtiama SFAS No. 146 is effective for exit or disposal wities initiated after December 31,
2002. The effect of the adoption of SFAS No. 146t have a material effect on the Company's dafeed financial position or results of
operations.

Note 6—Restructuring

In response to the significant declinehia business environment and current market conditime Company has restructured its
business and operations. The actions giving riskdaestructuring charges below were implementextder for Veeco to remain competitive
and such actions are expected to benefit Veecedycing current and future operating costs.

2003 Restructuring Charges

During the three months ended June 30, 20@3Company incurred a restructuring charge pf@pmately $0.8 million related to the
reduction in work force announced in the fourthrtgraof 2002, as a result of the continued dedlintae markets in which the Company
operates. This charge includes severance relatad for approximately 50 employees, which includethagement, administration and
manufacturing employees located at the CompanytsGailins, Colorado, and Plainview and Rochedtiw York process equipment
operations, the San Diego and Santa Barbara, @affand Tucson, Arizona metrology facilities ahd sales and service office located in
Munich, Germany. As of June 30, 2003, approxima®@yb million has been paid and approximately $6ilBon remains accrued, with the
majority of this balance to be paid by the end @2

During the three months ended March 3132@fe Company incurred a restructuring chargeppf@imately $0.7 million related to the
reduction in work force announced in the fourthrggraof 2002. This charge included severance réledsts for approximately 20 employe
which included both management and manufacturingl@yees located at the Company's Fort Collins, @adlo and Plainview and Roches
New York process equipment operations. As of JUhe803, approximately $0.5 million has been paid approximately $0.2 millio
remains accrued, and is expected to be paid bgrttief 2003.
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A reconciliation of the liability for theestructuring charge for the first and second qusaé&2003 for severance related costs is as
follows (in millions):

Second First
Quarter Quarter
2003 Charge 2003 Charge

Charged to accru $ 08 $ 0.7
Cash payments during the quarter ended March 33 — 0.3



Cash payments during the quarter ended June 36, 0.5 0.2

Balance as of June 30, 20 $ 02 $ 0.2

2002 Merger and Restructuring Charges

The Company recorded merger and restrungfufarges of approximately $124.0 million durihg fourth quarter of 2002. The
$124.0 million charge consisted of a $15.0 milliowentory write-down (included in cost of sales}ie process equipment segment, due to
the rationalization and discontinuance of certaodpct lines, $2.6 million of personnel and businesocation costs, $6.4 million of merger-
related expenses, $0.3 million for a prepaymenajpgmn the early extinguishment of debt and $%8ilfion of asset impairment charges,
primarily in the process equipment segment. The®8a8llion of asset impairment charges include®4.4 million writedown of goodwill,
$3.5 million impairment of two buildings and a $Ifllion impairment of other fixed assets.

The $2.6 million charge for personnel andibess relocation costs included severance cbafgpooximately $1.6 million and business
relocation costs of approximately $1.0 million. T8everance charges related to a workforce reduofiapproximately 180 employees,
located in all operations of the Company. The nigjaf the job classifications affected were in gaction, purchasing, engineering, service,
sales and marketing and were concentrated in theeps equipment segment. Business relocation @b$fis0 million included costs related
to rental payments and/or lease termination fedsase agreements relating to locations vacatedéoZompany. In addition, the business
relocation costs included operating costs of thehReter facility that had ceased manufacturingatmers as of December 31, 2002. These
operating costs will be incurred while the buildisgeing marketed for sale. As of June 30, 208 entire accrual of $1.6 million for
termination benefits has been paid. As of Jun€303, approximately $0.7 million of business retaoacosts have been paid and
approximately $0.3 million remains accrued. Of #0e3 million remaining, $0.1 million is expectedte paid by the end of 2003 and
approximately $0.2 million in the aggregate is eiptited to be paid monthly through the third quante2005.

On July 11, 2002, the Company enteredamaeerger agreement with FEI Company ("FEI"), headigued in Hillsboro, Oregon. On
January 8, 2003, the agreement was terminated oMaearred approximately $6.4 million in expenselated to the proposed merger with
FEI. Merger-related costs were initially accounfiedas an asset, and the Company intended to &dldlsase direct costs to the purchase price
of the acquisition. However, due to the terminatibthe merger agreement, these costs were woffeturing the fourth quarter of 2002.
These costs included legal, accounting, tax, imrest banking and regulatory fees and printing c@sésof June 30, 2003, the established
accrual of $6.4 million has been expended, anddditianal liability of $0.5 million has been accdiduring the recent quarter due to
unforeseen additional costs incurred.

During the three months ended Septembe2®R, the Company incurred a restructuring chafgaproximately $0.9 million related to
cost reduction efforts in response to continuingrppdustry conditions and the decreased levekof orders. The $0.9 million charge
included severance related costs for approxima@Ilgnanagement and manufacturing employees pritgiloglted in the process equipment
segment. This charge was offset in part by appratetg $0.8 million of income related to
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the settlement of a post-retirement benefit plathefprocess equipment segment. As of June 30, 2p@Boximately $0.7 million has been
expended and the remaining $0.2 million has beemeéd no longer necessary and has been reversatiémtestructuring charge during the
current quarter.

During the three months ended June 30, 20@2Company incurred a restructuring charge pf@pmately $1.1 million related to the
reductions in work force announced in the fourthrggr of 2001 and the first quarter of 2002. Thel $iillion charge included severance
related costs for approximately 30 employees, whicluded both management and manufacturing empkpencipally located in the
process equipment segment. As of June 30, 2008:@prately $0.9 million has been expended and apprately $0.2 million remains
accrued, which is expected to be paid by the erD08.

A reconciliation of the fourth quarter 20@hility for personnel, business relocation anerger related costs is as follows (in millions):

Accrued
Accrued Business Accrued
Severance Costs Relocation Costs Merger Costs
Charged to accrui $ 1€ $ 1C $ 6.4
Cash payments through December 31, 2 1.C 0.1 3.7
Cash payments during the quarter ended March 3B 0.€ 0.2 2.4
Cash payments during the quarter ended June 36, — 0.4 0.2
Charged to accrual during the quarter ended Jun20RB — — 0.5

Balance as of June 30, 20 $ 0C $ 03 $ 0.5



A reconciliation of the liabilities for thestructuring charges during the second and thiedters of 2002 for severance related costs
follows (in millions):

Third Second
Quarter Quarter
2002 Charge 2002 Charge

Charged to accrui $ 0c $ 1.1
Cash payments through December 31, 2 0.4 0.€
Cash payments during the quarter ended March 3B 0.3 0.2
Cash payments during the quarter ended June 38, — 0.1
Reversal of prior period accrual during the quagtgdled June

30, 2003 0.2 —
Balance as of June 30, 20 $ 0C $ 0.2

2001 Restructuring Charges

During the year ended December 31, 20@L.Cthmpany recorded restructuring charges of apprately $20.0 million in response to the
significant downturn in the telecommunications isly and the overall weak business environment @hivnturn has affected Veeco's
customers' ability to purchase capital equipmedtwaas evidenced by a significant decline in thesordte for the Company's products. The
$20.0 million charge consisted of a $13.6 millionteroff of inventory (included in cost of salegjated to order cancellations and the
rationalization of certain product lines, $3.0 ioifl related to personnel costs and business rédocand $3.4 million was for the write-down
of long-lived assets. Of the $13.6 million writd-of inventory, approximately $9.6 million was aswded with the Company's process
equipment segment, which sells primarily to thedemmunications and data storage industries, amgimately $4.0 million related to
Veeco's
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metrology segment, which sells mainly to the semdactor, research and data storage industriesnp@001, Veeco experienced a
significant amount of order cancellations for pro@dufor which many of the raw materials had beeripased prior to the cancellation date
due to the amount of lead-time necessary to buddyrof these tools. The $3.0 million charge forspanel and business relocation costs
principally related to plant consolidations and @rkforce reduction of approximately 230 employdesated in all operations of the
Company. The majority of the job classificationatttvere eliminated included manufacturing, salesraarketing, and was necessary due to
the downturn in the economy. As of June 30, 20pBr@ximately $2.6 million of personnel and businesdecation costs have been paid,
$0.2 million relating to severance has been deameécessary and has been reversed into the resingctharge during the current quarter
and $0.2 million related to business relocationa®® accrued. This liability relates to rental payns on a lease agreement for space the
Company has vacated and will be paid over the thege years. The write-down of lofiged assets to estimated fair value related priigntr
the write-off of goodwill and intangible assets aicgd in connection with the SLC product line opagximately $2.5 million, as well as the
write-down of certain machinery and equipment gfragimately $0.9 million, which was deemed to haeefuture value.

A reconciliation of the 2001 liability farersonnel and business relocation costs is asael{a millions):

Accrued Accrued
Severance Lease
Costs Costs
Charged to accrui $ 2€ % 0.4
Cash payments through December 31, z 1.2 —
Cash payments through December 31, 2 1.2 0.1
Cash payments during the quarter ended March 33 — —
Cash payments during the quarter ended June 38, — 0.1
Reversal of prior period accrual during the quasteded
June 30, 200 0.2 —
Balance as of June 30, 20 $ 0C $ 0.2

Note —Recent Events



On June 5, 2003, the Company acquiredttiraia force microscope (AFM) probe business of Naewices Incorporated
("NanoDevices"), based in Santa Barbara, Califorfisiacash and a potential future cash earn outgay. NanoDevices supplies probes and
other components of the nanometer scale in atoonoe fmicroscopy. The acquisition was accountedi$ang the purchase method of
accounting.

Results of operations prior to the acqigisiire not material to the Condensed Consolidatatements of Operations for the three and
six months ended June 30, 2003. The results oftipaes for NanoDevices for the period from Jun2d)3 through June 30, 2003 are
included within the metrology operating segmenthef Company in the accompanying Condensed Consatidgtatements of Operations for
the three and six months ended June 30, 2003.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations.
Results of Operations.
Three Months Ended June 30, 2003 and 2002

Net sales of $73.4 million for the threentis ended June 30, 2003, represent a decrea8ah$lion, or 5%, from the 2002
comparable period of $77.3 million, resulting frandecrease in process equipment product sales©h$ition and a $1.2 million decline in
metrology sales. Sales in the U.S., Europe, Japdi\aia Pacific, accounted for 37%, 18%, 22% arfth 2®spectively, of the Company's net
sales for the three months ended June 30, 2008s Bathe U.S. decreased 2% from the prior yeds décrease was a result of an 8% de«
in equipment sales, particularly sales of etch@aybsition products, offset in part by a 4% incesiasmetrology sales. Sales in Europe and
Asia Pacific decreased 20% and 13%, respectivélg.réduction in Europe is principally as a restith 3.3 million decline in sales of etch
and deposition products, primarily to data storaggtomers. The decline in Asia Pacific is prindipab a result of a 21% decrease in sales of
atomic force microscopes (AFMs) with declines pipadly in the semiconductor industry, and a 32%pdoff in sales of optical metrology
products to data storage customers. Sales in Japaased 18% from the 2002 comparable period, mitrology sales up 42% due to a 4
increase in the sale of AFMs, mostly to semiconoiuctistomers. The Company believes that thereceiitinue to be quarter-to-quarter
variations in the geographic concentration of sales

Process equipment sales of $34.3 milliartHe three months ended June 30, 2003, decregsk2l bmillion, or 7%, from the
comparable 2002 period. The decrease in proceggregnt sales primarily resulted from a $4.8 millaecline in sales of etch and deposition
products, principally to the data storage indugtgyrtially offset by a $2.2 million increase in thede of molecular beam epitaxy (MBE)
equipment to the wireless telecommunications andcanductor industries. Metrology sales of $39.1liam for the three months ended
June 30, 2003, declined slightly (3%) from compbleaior period sales of $40.4 million, a resultec$2.8 million drop in sales of optical
metrology products, predominantly to the data gferadustry, offset in part by a $1.5 million inase in sales of AFMs to research
customers.

Veeco received $64.0 million of orders dgrthe three months ended June 30, 2003, an 18féadeccompared to $78.2 million for the
comparable 2002 period. Process equipment ordersaiged 26% to $27.5 million, principally attrithiato a decline in orders for etch and
deposition equipment from data storage customeestdibgy orders for the three months ended Jun@@UB, decreased by 11% from the
comparable 2002 period to $41.1 million. This igsult of a $6.4 million decrease in orders for ABMducts, mainly to semiconductor
customers, offset in part by a $1.7 million inceeasorders for optical metrology equipment. ThenPany's second quarter book/bill ratio
2003, which is calculated by dividing orders reeeliin a given time period by revenue recognizettham same time period, was 0.87 to 1.

The order and sales declines continue @ fgsult of the general economic slowdown thathtaaka very significant impact on the
telecommunications, data storage and semicondow@dkets that the Company serves.

The Company's backlog of approximately $7#8illion at June 30, 2003, generally consistsrofipct orders for which purchase orders
have been received and which are scheduled fomsghipwithin twelve months. Veeco schedules produaatif its systems based on order
backlog and customer commitments. Because certdiredCompany's orders require products to be gifp the same quarter in which the
order was received, and due to possible changéslivery schedules, cancellations of orders andydeih shipment, the Company does not
believe that the level of backlog at any pointitng is an accurate indicator of the Company's &uperformance. Due to the current
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weak business environment, the Company may experieancellation and/or rescheduling of orders. Company had order cancellations of
approximately $2.0 million during the quart



Gross profit for the three months endede BBy 2003, was $32.8 million, or 44.6% of net sat@mpared to 45.5% in the second quarter
of 2002. The decline in gross margin percentag®iB is primarily attributed to the following facso approximately $1.1 million from
revenue and gross profit deferrals related to SBB, Approximately $1.0 million from the sale of émiory at discounted prices pursuant to
the Company's inventory reduction plan and appratéhy $1.0 million from product mix and other factoPartially offsetting these factors
was a $2.4 million reduction in direct labor aneéhead spending, resulting from the plant constitida initiated in the fourth quarter of
2002.

Selling, general and administrative expsrefe$18.6 million for the three months ended J8®e2003, decreased by approximately
$0.8 million from the second quarter of 2002, prilyadue to the effect of cost reduction effortspiemented by the Company beginning in
the fourth quarter of 2002 and continuing throug $econd quarter of 2003, as well as a decreasdlimy and commission expenses as a
result of the decreased sales volume.

Research and development expenses of #illién for the three months ended June 30, 20@8rehased by approximately $2.9 million,
or 21%, from the comparable period of 2002, asaltef cost reduction efforts implemented by th@mpany, which included the eliminati
and consolidation of certain facilities. The deseeeelates to spending reductions in all areagr ¢ktan AFM products.

Amortization expense totaled $3.2 milliorbioth the three months ended June 30, 2003 art] B&pectively. Amortization expense
primarily relates to intangible assets acquiregans of the acquisitions of Applied Epi Inc. and Ticroscopes in the third quarter of 2001.

Other income was less than $0.1 millionmwthe quarter ended June 30, 2003, compared#&y otcome of $0.3 million in the second
quarter of 2002, which resulted from foreign cuogexchange gains.

During the three months ended June 30, 20@3Company incurred a restructuring charge pf@pmately $0.8 million related to the
reduction in work force announced in the fourthrtgraof 2002, as a result of the continued dedlinte markets in which the Company
operates. This charge includes severance relatad for approximately 50 employees, which includethagement, administration and
manufacturing employees located at the CompanytsGailins, Colorado, and Plainview and Rochedtiw York process equipment
operations, the San Diego and Santa Barbara, @affand Tucson, Arizona, metrology facilities dhd sales and service office located in
Munich, Germany. A charge of $1.1 million was takethe comparable quarter of 2002, mostly for sawee related costs for approximately
30 employees, including both management and matuniag employees principally located in the procegsipment segment. As of June 30,
2003, approximately $0.5 million of the 2003 chahges been paid and approximately $0.3 million remaiccrued, with the majority of this
balance to be paid by the end of 2003.

Interest expense, net, of $1.9 milliontfoz three months ended June 30, 2003, increasédrilion from the comparable 2002 period
due to a reduction in interest income earned asualtrof lower interest rates and a lower cashriz@laluring the quarter ended June 30, 2003.

Income taxes for the three months ended 3002003 amounted to a $1.5 million income teneflie or 57% of loss before income
taxes, as compared to $1.9 million, or 53% of lmsf®re income taxes, for the same period of 2002. Aigher than statutory effective benefit
rate of 57% in 2003 and 53% in 2002 is a resuthefimpact of foreign and state tax benefits.
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Six Months Ended June 30, 2003 and 2002

Net sales were $139.2 million for the sianths ended June 30, 2003, representing a deareapproximately $18.3 million, or 12%,
from the comparable 2002 period. The decreasérnsapiy as a result of a $17.9 million, or 22%, degse in process equipment sales. Sales
in the U.S., Europe, Japan and Asia Pacific acealifdr 38%, 18%, 22% and 22%, respectively, of@bepany's net sales for the six mot
ended June 30, 2003. Sales in the U.S. decreasgtbbyprincipally attributable to a $19.4 millioeatease in process equipment sales,
$17.5 million in etch and deposition products, riyokt the data storage industry, as well as a $iildon decline in MBE sales,
predominantly to the wireless telecommunicatiomhugtiry. Metrology sales in the U.S. were flat asipared to the 2002 comparable period.
Sales in Europe and Asia Pacific declined by 9% 3#%idrespectively. The reduction of European sasslted principally from a 29%
decline in the sale of process equipment prod&etkes in Japan increased by 19%, primarily asudtresa $4.8 million increase in etch and
deposition sales. Metrology salesJapan remained relatively flat from the 2002 corapker period, increasing by 2% due to increased d
AFMs.

Process equipment sales were $63.9 miliothe six months ended June 30, 2003, a decrdaggproximately $17.9 million, from the
comparable 2002 period. This is principally assuleof a $17.0 million reduction in sales of etoid deposition products to the data storage
industry. Metrology sales for the six months endede 30, 2003, were $75.3 million, flat compareth&$75.7 million of sales during the
2002 comparable period.

Veeco received $136.7 million of orderstfog six months ended June 30, 2003, an 8% decteaggared to $148.5 million of orders in
the comparable 2002 period. Process equipmentodiereased 13% to $65.8 million, reflecting desgean orders from telecommunicati
(14%), semiconductor (59%) and research (41%) ousts, respectively. Data storage orders increagddbfrom the prior year. Metroloc



orders decreased 3% to $70.9 million due to a 5&tedese in AFM orders. The Company's book/bill ré&ticthe six months ended June 30,
2003 was 0.98 to 1.

Gross profit for the six months ended J8De2003, as a percentage of net sales increagk&id®o, from 43.8% in the comparable 2002
period. The improvement in gross margin percenta@®03 is primarily attributed to an approximat&l.0 million reduction in direct labor
and overhead spending, resulting from the plansalidiations initiated in the fourth quarter of 20@2rtially offset by the impact of lower
final acceptances on bifurcated sales and prodixcand other factors.

Selling, general and administrative expsrefe$36.2 million for the six months ended JuneZ®3, represent a decrease of
approximately $2.2 million from the comparable 2@@2iod, principally due to a decrease in selling eommission expense in response to
the decreased sales volume, resulting in cost tietuactions implemented by the Company in thetfoguarter of 2002 and the first half of
2003.

Research and development expenses of #ii&n for the six months ended June 30, 2003respnt a decrease of approximately
$4.7 million, or 17%, from the comparable perio®002, as a result of cost reduction actions ppigdty in process equipment, which
included the elimination and consolidation of cierfacilities.

Amortization expense totaled $6.3 milliam the six months ended June 30, 2003 compared3ighmillion in the comparable 2002
period, due to the acquisition of intangible assletscribed in the three-month results. The decrnsgs@émarily due to certain customer related
intangible assets that had useful lives of lesa three year and were fully amortized by the secarattgr of 2002.

Other income, net, for the six months endlgie 30, 2003, of $0.9 million principally resdlfieom a gain of $0.7 million realized from
the sale of a process equipment fixed asset hekkfe, which had been used as a laboratory tas| $0.2 million in foreign currency
exchange gains compared to a $0.2 million exchgagein the first half of 2002.

17

During the six months ended June 30, 20G8Company incurred a restructuring charge of $iilkon, primarily for severance related
costs for approximately 70 people, including mamagyet, administration and manufacturing employeeatkd at the Company's Fort Colli
Colorado, and Plainview and Rochester, New Yorlc@ss equipment operations, the San Diego and 8anbara, California and Tucson,
Arizona, metrology facilities and the sales andiiseroffice located in Munich, Germany. These cleartelate to a cost reduction program
initiated in the fourth quarter of 2002. A charde$t.9 million was taken in the comparable peri6@@02, mostly for severance related costs
for approximately 90 employees, including both ngamaent and manufacturing employees primarily lat&teoughout all of the Company's
process equipment businesses, as well as its Miteesetrology operation. As of June 30, 2003, $@lbon of the 2003 charge was still
accrued. The majority of the balance is expectdzktpaid by the end of 2003.

Interest expense, net, of $3.7 milliontfoe six months ended June 30, 2003, increasechdili@n from the comparable 2002 period ¢
to a reduction in interest income earned as atreldwer interest rates and a lower cash balaleig the six months ended June 30, 2003.

Income taxes for the six months ended 3003, amounted to a $2.4 million income taxefignor 45% of loss before income taxes,
as compared to $3.5 million, or 42% of loss befooeme taxes, for the same period of 2002. Thedritfan statutory effective benefit ratt
45% in 2003 and 42% in 2002 is a result of the ichpéforeign and state tax benefits.

Liquidity and Capital Resources

Cash provided by operations was $1.7 mnilfiar the six months ended June 30, 2003, as cadgarcash used in operations of
$2.7 million for the comparable 2002 period. Nessl@adjusted for non-cash items provided operatist dows of $3.3 million for the six
months ended June 30, 2003, compared to $3.6 mfthiothe comparable 2002 period. The amount ofasst adjusted for non-cash items for
the six months ended June 30, 2003, was offsetd®ceease in net operating assets and liabilifi®&d & million. Inventories decreased by
approximately $3.5 million as a result of managetsebompany wide effort to reduce inventory levélscounts payable increased by
$5.9 million, principally as a result of the timing payments. Deferred profit decreased by $2.Tanil principally due to revenue recogniti
on tools that received final acceptance duringotingrter, as well as a decrease in the number tsf that are deferred as of June 30, 2003.
Other reductions in accrued expenses were a refstéicreases in accrued restructuring charges.6frfillion, customer deposits of
$1.3 million, VAT and other taxes of $1.0 millionchother accrued liability reductions of $1.8 noitli

Cash used in investing activities of $5ifliom for the six months ended June 30, 2003 issult of capital expenditures of $4.7 million
and purchases of the net assets of acquired basmes $6.0 million, offset in part by the matuigfylong-term investments related to the
Company's subordinated debt of $4.3 million, ad a®proceeds from the sale of assets held forod&i&.1 million.

At June 30, 2003, Veeco's contractual cédtigations and commitments relating to its debiigatlions and lease payments are as follows
(in thousands)



Less than 1

Contractual Obligations Total year 1-3 years 4-5 years After 5 years

Long-term debt $ 230,42° $ 32: 3 52z $ 597t $ 223,60°
Operating lease 13,35( 1,567 4,14 3,40( 4,23¢
Letters of credi 12 12 — — —

$ 243,78¢ $ 1,90z $ 4,66¢ $ 9,37t $ 227,84:
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The Company believes that existing cashrizas together with cash generated from operatiodsamounts available under the
Company's $100.0 million credit facility (the "Fitgi") will be sufficient to meet the Company's pgoted working capital and other cash fl
requirements for the next twelve months, as wethasCompany's contractual obligations, detailethéabove table, over the next five years.
As of June 30, 2003, the Company was in compliavittethe covenants set forth in the Facility.

Application of Critical Accounting Policies

General: Veeco's discussion and analysis of its findremadition and results of operations are based\®eco's consolidated
financial statements, which have been prepareddardance with accounting principles generally pteg in the United States. The
preparation of these financial statements reqeesco to make estimates and judgments that afieateported amounts of assets, liabilities,
revenues and expenses. On an on-going basis, nraeagievaluates its estimates and judgments, ingjuitiose related to bad debts,
inventories, intangible assets and other long liagskts, income taxes, warranty obligations, restring costs and contingent litigation.
Management bases its estimates and judgments tomites experience and on various other factors dhe believed to be reasonable under
the circumstances, the results of which form theidor making judgments about the carrying valfesssets and liabilities that are not
readily apparent from other sources. Actual resukiy differ from these estimates under differesuagptions or conditions. The Company
considers certain accounting policies related temee recognition, the valuation of inventorieg, ittpairment of goodwill and indefinite-
lived intangible assets and the impairment of liwed assets to be critical policies due to thénestion processes involved in each.

Revenue Recognition: The Company recognizes revenue when persuasigdence of an arrangement exists, the sellece ifixed
or determinable and collectibility is reasonablgwagd in accordance with SAB 101. For products gpeced according to the Company's
published specifications, where no installatioreguired or installation is deemed perfunctory aagubstantive customer acceptance
provisions exist, revenue is recognized when pileses to the customer, generally upon shipmenprbducts produced according to a
particular customer's specifications, revenuedsgaized when the product has been tested and bden demonstrated that it meets the
customer's specifications and title passes totks®mer. The amount of revenue recorded is redogélde amount of any customer retention
(generally 10% to 20%), which is not payable bydhstomer until installation is completed and finastomer acceptance is achieved. The
amount of customer retention is recorded in acereteivable with a corresponding liability recatde deferred profit. At June 30, 2003 ¢
December 31, 2002, $1.6 million and $1.4 millieespectively, are recorded in accounts receivalidedaferred profit pertaining to customer
retentions. Installation is not deemed to be egdentthe functionality of the equipment sincetaiation does not involve significant changes
to the features or capabilities of the equipmertiwilding complex interfaces and connections. Iditah, the equipment could be installed
the customer or other vendors and generally theafasstallation approximates only 1% to 2% of gades value of the related equipment.
For new applications of the Company's productsnéw products or for products with substantive aongr acceptance provisions where
performance cannot be fully assessed prior to mgetistomer specifications at the customer sitesmge is recognized upon completion of
installation and receipt of final customer accepéarsince title to goods generally passes to teomer upon shipment and 80% to 90% of
the contract amount becomes payable at that tieentory is relieved and accounts receivable iendzd for the entire contract amount. The
profit on these transactions is deferred and rexmbess deferred profit in the accompanying balaheets. At June 30, 2003 and December 31,
2002, $1.6 million and $4.6 million, respectivedye recorded in deferred profit pertaining to sképits where revenue recognition has been
deferred. Service and maintenance contract reveamga®corded as deferred revenue, which is indlidether accrued expenses, and
recognized as revenue on a
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straight-line basis over the service period ofrilated contract. The Company provides for warraosts at the time the related revenue is
recognized.

Inventory Valuation: Inventories are stated at the lower of cosh@gpally first-in, first-out method) or market. Magement evaluates
the need to record adjustments for impairment eéiiory on a quarterly basis. The Company's paticg assess the valuation of all
inventories, including raw materials, work-in-presefinished goods and spare parts. Obsolete iomeat inventory in excess of
management's estimated usage for the next 18 two2#h's requirements is written-down to its estadanarket value, if less than its cost.
Inherent in the estimates of market value are mamagt's estimates related to Veeco's future matnuifag schedules, customer dema



technological and/or market obsolescence, posalt#enative uses and ultimate realization of exa@ssntory.

Goodwill and Indefinite-Lived Intangible &% Impairment: The Company has significant intangible assstged to goodwill and
other acquired intangibles. In assessing the reabilgy of the Company's goodwill and other indtie-lived intangible assets, the Company
must make assumptions regarding estimated futufe fb@ws and other factors to determine the falu@af the respective assets. If it is
determined that impairment indicators are presedtthat the assets will not be fully recoverabitejrt carrying values are reduced to
estimated fair value. Impairment indicators incluaimong other conditions, cash flow deficits, astdric or anticipated decline in revenue or
operating profit, adverse legal or regulatory depeaients, accumulation of costs significantly inessof amounts originally expected to
acquire the asset and a material decrease initheafae of some or all of the assets. Assets esaped at the lowest levels for which there
identifiable cash flows that are largely indeperiderthe cash flows generated by other asset gratipsnges in strategy and/or market
conditions could significantly impact these assuong, and thus Veeco may be required to record inmgat charges for these assets not
previously recorded.

Long Lived Asset Impairment: The carrying values of long-lived assets amgogéally reviewed to determine if any impairment
indicators are present. If it is determined thathsimdicators are present and the review indicthiasthe assets will not be fully recoverable,
based on undiscounted estimated cash flows oveethaining depreciation period, their carrying easare reduced to estimated fair value.
Impairment indicators include, among other condgiocash flow deficits, an historic or anticipatistliine in revenue or operating profit,
adverse legal or regulatory developments, accuimalaf costs significantly in excess of amountgimally expected to acquire the asset and
a material decrease in the fair value of somelmfdhe assets. Assets are grouped at the lowest for which there is identifiable cash flows
that are largely independent of the cash flows gted by other asset groups.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

Veeco's net sales to foreign customersesgmted approximately 62% of Veeco's total nesdaleboth the three and six months ended
June 30, 2003, respectively, and 64% and 54% #othttee and six months ended June 30, 2002, résggciThe Company expects that net
sales to foreign customers will continue to repnésdarge percentage of Veeco's total net salesc®'s net sales denominated in foreign
currencies represented approximately 22% and 26%eeto's total net sales for the three and six heahded June 30, 2003, respectively,
and 20% of Veeco's total net sales for both theetland six months ended June 30, 2002, respectiMatyaggregate foreign currency
exchange loss, net of realized gains and lossésraard exchange contracts, in both the secondiguaf 2003 and 2002, respectively, was
immaterial. The aggregate foreign currency exchayage included in determining consolidated resoftsperations was $0.2 million, net of
$0.5 million of realized hedging losses on forwardthange contracts in both the six months endeel 30n2003 and June 30, 2002,
respectively. Veeco is exposed to financial mariglts, including changes in foreign

20

currency exchange rates. The changes in currerahaege rates that have had the largest impactasléiting Veeco's international opera
profit related to the exchange rates for the Jagmiven and the Euro. To mitigate these risks, Veses derivative financial instruments.
Veeco does not use derivative financial instrumémntspeculative or trading purposes. The Compantgrs into monthly forward contracts to
reduce the effect of fluctuating foreign currenaesshort-term foreign currency-denominated intarpany balances and other known
currency exposures. The average notional amousuaif contracts was approximately $3.4 million aBd$nillion for the three and six
months ended June 30, 2003, respectively. As af 3002003, there were no open forward contracts.

Item 4. Controls and Procedures.

The Company's senior management is redplerfsir establishing and maintaining a system s€ldisure controls and procedures (as
defined in Rule 13a-15(e) and 15d-15(e) under #mufties Exchange Act of 1934 (the "Exchange Aal8signed to ensure that information
required to be disclosed by the Company in thertsgbat it files or submits under the Exchange i8eecorded, processed, summarized and
reported, within the time periods specified in 8exurities and Exchange Commission's rules andsfdbisclosure controls and procedures
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed by an issuer in the reports that
it files or submits under the Exchange Act is acelated and communicated to the issuer's managemehigling its principal executive
officer or officers and principal financial officer officers, or persons performing similar funoo as appropriate to allow timely decisions
regarding required disclosure.

The Company has evaluated the effectiveoktfee design and operation of its disclosure msiand procedures under the supervision
of and with the participation of management, inadgdhe Chief Executive Officer and Chief Financtficer, as of the end of the period
covered by this report. Based on that evaluation Ghief Executive Officer and Chief Financial @#r have concluded that our disclosure
controls and procedures are effective in timelytalg them to material information required to beluded in our periodic Securities and
Exchange Commission filings. There have not begnchanges in the Company's internal controls owvential reporting during the fiscal
quarter to which this report relates that have nedtg affected, or are reasonably likely to maadlyi affect, the Company's internal controls
over financial reporting.

Part Il. Other Information



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

The annual meeting of stockholders of tbenany was held on May 9, 2003. The matters voteat the meeting were: (a) the election
of three directors: (i) Edward H. Braun, (ii) RictdaA. D'Amore and (iii) Douglas A. Kingsley; (b) pval of an amendment to the Veeco
Instruments Inc. First Amended and Restated Empl&teck Purchase Plan; (c) approval of an amendtoghé Veeco Instruments Inc.
2000 Stock Option Plan; (d) approval of a one-terehange of certain outstanding stock options fesser number of new stock options to
be granted at least six months and one day fromaheellation of the surrendered options; anddgfication of the Board's appointment of
Ernst & Young as the independent auditors of then@any's financial statements for the year endingeber 31, 2003. As of the record ¢
for the meeting, there were 29,225,051

21

shares of common stock outstanding, each of whizh emtitled to one vote with respect to each ofithtters voted on at the meeting. The
results of the voting were as follows:

Broker
Matter For Withheld Non-Votes
(a)(i) 21,447,23 1,609,81! 0
(a)(ii) 21,068,24 1,988,80! 0
(a)(iii) 21,172,13 1,884,92 0

Broker
Matter For Against Abstained Non-Votes
(b) 21,944,31 782,82: 329,92: 0
(c) 16,762,86 5,960,19: 333,99° 0
(d) 17,160,42 5,860,96! 35,66¢ 0
(e) 22,395,31 608,45° 53,287 0
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Item 6. Exhibits and Reports on Form 8-K.
Exhibits:
(@  Exhibits

Unless otherwise indicated, each of the followinrgikits has been previously filed with the Secadtand Exchange Commission by the
Company under File No. 0-16244.

Incorporated by Reference
Number Description to the Following Document:

10.1  Amendment No. 1 to the Veeco Instruments IncstFir
Amended and Restated Employee Stock Purchase Plan,

effective January 1, 200 *
10.2 Amendment No. 3 to the Veeco Instruments Inc 028tbck
Option Plan, effective May 9, 200 *

10.2  Employment Agreement dated as of April 1, 2008veen
Veeco Instruments Inc. and Edward H. Bre
10.4  Employment Agreement dated as of April 1, 2008vieen
Veeco Instruments Inc. and Don R. Kal *
10.2  Employment Agreement dated as of April 1, 2008vieen
Veeco Instruments Inc. and John F. Rein
31.1  Certification of Chief Executive Officer pursuant
18 U.S.C. Section 1350, as adopted pursuant tooBe2d2
of the Sarban+-Oxley Act of 200z *
31.z  Certification of Chief Financial Officer pursuant18 U.S.C
Section 1350, as adopted pursuant to Section 30eof
Sarbane-Oxley Act of 200z *

32.1
Certification of Chief Executive Officer pursuant



18 U.S.C. Section 1350, as adopted pursuant tooBe2d6

of the Sarban+-Oxley Act of 200z *
32.z  Certification of Chief Financial Officer pursuant18 U.S.C

Section 1350, as adopted pursuant to Section 96&of

Sarbane-Oxley Act of 200z *

* Filed herewith

(b) Reports on Form 8-K.

The Registrant filed a Current Report omf8-K on July 29, 2003 in connection with the essce of its press release announcing the
results for the three and six month periods endeée 30, 2003.
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SIGNATURES

Pursuant to the requirements of the Seeariixchange Act of 1934, the Registrant has dalised this report to be signed on its behalf
by the undersigned thereunto duly authorized.

Date: August 7, 2003 VEECO INSTRUMENTS INC

By: /s/ EDWARD H. BRAUN

Edward H. Braun
Chairman and Chief Executive Offic

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

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

Incorporated by Reference
Number Description to the Following Document:

10.1  Amendment No. 1 to the Veeco Instruments IncstFir
Amended and Restated Employee Stock Purchase Plan,

effective January 1, 200 *
10.z  Amendment No. 3 to the Veeco Instruments Inc028tbck

Option Plan, effective May 9, 200 *
10.2  Employment Agreement dated as of April 1, 2008veen

Veeco Instruments Inc. and Edward H. Bre *
10.4  Employment Agreement dated as of April 1, 2008vieen

Veeco Instruments Inc. and Don R. Kal *
10.t  Employment Agreement dated as of April 1, 2008veen

Veeco Instruments Inc. and John F. Rein *

Certification of Chief Executive Officer pursuant t
18 U.S.C. Section 1350, as adopted pursuant tooBe2d2



of the Sarban+-Oxley Act of 200z *
31.z  Certification of Chief Financial Officer pursuant18 U.S.C

Section 1350, as adopted pursuant to Section 30eof

Sarbane-Oxley Act of 200z *
32.1 Certification of Chief Executive Officer pursudnt

18 U.S.C. Section 1350, as adopted pursuant tooBead6

of the Sarban+-Oxley Act of 200z *
32.z  Certification of Chief Financial Officer pursuant18 U.S.C

Section 1350, as adopted pursuant to Section 9@€of

Sarbane-Oxley Act of 200z *
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Exhibit 10.1

AMENDMENT NO. 1TO
VEECO INSTRUMENTS INC.
FIRST AMENDED AND RESTATED
EMPLOYEE STOCK PURCHASE PLAN

Effective January 1, 2003

Section 3.02 of the Veeco Instruments Inc. Firstefded and Restated Employee Stock Purchase P&tP(dn"), is hereby amended to
read, in its entirety, as follows:

3.02 Number of Shares Subject to Plan

(a) The total number of shares of Stock availabteXfferings under the Plan shall be 750,000 shartdgect to adjustment as
set forth in paragraph (b) below. Such Stock maguthorized and unissued shares, treasury sharsisaes previously issued
and reacquired by the Company. Any shares for warcffering to purchase expires or is terminatechmceled may again
be made subject to Offerings under the Plan.

* * * * *

This Amendment was approved by Veeco's Board addars on October 24, 2002, and by its stockholderslay 9, 2003.
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AMENDMENT NO. 1 TO VEECO INSTRUMENTS INC. FIRST AMEBDED AND RESTATED EMPLOYEE STOCK PURCHASE PLAN
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Exhibit 10.2

AMENDMENT NO. 3 TO
VEECO INSTRUMENTS INC.
2000 STOCK OPTION PLAN

Effective May 9, 2003

Section 5(a) of the Veeco Instruments Inc. 200@IS@ption Plan, as amended (the "Plan"), is heegbgnded to read, in its entirety, as
follows:

5. Grant of Awards; Shares Subject to the Plan
The Committee may, from time to time, gr@pttions to one or more Eligible Persons; providendyever, that:

(&) Subjectto Section 9, the aggregataber of shares of Stock in respect of which Qystimay be granted under the
Plan shall not exceed 5,030,000;

This Amendment was approved by Veeco's Compens@iommittee on March 31, 2003, by its Board of Dioes on April 1, 2003, and by
its stockholders on May 9, 2003.
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Exhibit 10.3
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT effective April, 2003, is by and between Veeco Instruments InDglaware corporation (the
"Company" or "Employer"), and Edward H. Braun ("Exgve").

The Company and Executive hereby agreelmsf:
1. Definitions. As used herein, the following definitions shegiply:

"Board's Designeéshall mean the person to whom the Executive sbalbrt, as designated by the Board from timen@tiThe initial
Board Designee is set forth on the signature pagetd.

"Disability " shall mean the inability of Executive (whetheedo accident, sickness or other cause) to perfasrdesignated
responsibilities for the Company for a period thauld entitle Executive to qualify for long-termsdbility benefits under the Company's
then-current long-term disability insurance progr@amin the absence of such a program, for a peri@D consecutive days. Disability of
Executive shall be determined by the Board or tharB's Designet



"Severance Periotshall mean the Severance Period specified osifrature page hereto.

Termination for' Cause" shall mean a termination based on (i) Executiwéul and substantial misconduct in the perfomna of his
duties, (ii) Executive's willful failure to perforims duties after two weeks written notice from @@mpany (other than as a result of a total or
partial incapacity due to a physical or mentalefis, accident or similar event), (iii) the Execevmaterial breach of any of the agreements
contained in Sections 5, 6 or 7 hereof, (iv) themoossion by Executive of any material fraudulerttvaith respect to the business and affairs
of the Company or any subsidiary or affiliate tludrer (v) Executive's conviction of (or pleamblo contenderéo) a crime constituting a
felony. The Company may terminate Executive's egmpknt for Cause only with the approval of a majoat the Board.

Termination for' Good Reasofi shall mean termination by Executive of his emphent with the Company hereunder based on:
(&) an involuntary diminution in the Executive'ssftion, title, responsibilities, authority or regiog responsibilities;

(b) a reduction by the Company in Executive's lsadary (other than a salary reduction made asoparsalary reduction
program affecting employees similarly situated x@&utive generally);

(c) a significant reduction by the Company in tdtehefits available to Executive under cash ingenstock incentive and
other employee benefit plans (other than a redudtidenefits affecting employees similarly sitwhte Executive generally);

(d) an involuntary relocation of the Executive'smary place of work by more than 50 miles fromtiten current location (it
being understood that Executive's decision notlimcate would not be a basis for Termination fouszg;

(e) the Executive involuntarily ceases to be a namol the Board; or
(f) the breach by the Company of any of its materfidigations under this Agreement.
2. Employment.

(@) General. The Company hereby employs the Executive irptigtion set forth on the signature page heresuoh other position
as the Company and Executive may mutually agrebtreExecutive hereby accepts such employmertidoZbmpany, upon the terms and
conditions set forth herein. The Executive willlfdiully perform the duties and responsibilitiessoth office, as they

may be assigned from time to time by the Board icé®ors of the Company (the "Board") or the Baaidesignee. In addition, while
Executive is employed by the Company, the Compaitiyuge its best efforts to ensure the Executive member of the Board. The Execu!
shall devote his full business time, attention andrgy to the business of the Company. The Exezuiill not be engaged in any other
business activity which, in the reasonable judgnoémihe Board or the Board's Designee, conflicthhe duties of the Executive hereunder,
whether or not such activity is pursued for gaifip or other pecuniary advantage. The partiegadinat Executive's employment with the
Company constitutes "at-will" employment which ni@yterminated by either party at any time, uporiteminotice to the other, with or
without cause or for any or no cause. As describéklis Agreement, Executive may be entitled toesamce benefits depending upon the
circumstances of Executive's termination of emplegim

(b) Base Salary. The Company will pay Executive an annual badarg of not less than the amount specified adrtitial Base
Salary on the signature page hereto, payable iordance with the Company's normal payroll policy.

(c) Bonus. The Executive shall be eligible to participete@nnual cash incentive plans as established fioe to time by the
Compensation Committee of the Board (the "Comniijtard subject to achievement of the performan@dsgspecified thereunder.

(d) Benefits; Stock Options. In addition to the salary and bonus referredtiove, the Executive shall be entitled to parétapn suct
employee benefit plans or programs of the Compang,shall be entitled to such other fringe bengditsare from time to time made availe
by the Company generally to employees of the Exeestposition, tenure, salary, and other qualifises. Without limiting the generality of
the foregoing, the Executive shall be eligiblesach awards, if any, under the Company's stocloogtian as shall be granted to the
Executive by the Committee or other appropriatéghe® of the Board acting in its sole discretionribg the Employment Period, the
Company will pay the Executive a monthly car allow@in an amount not less than that previously pgithe Company to Executive. The
Executive acknowledges and agrees that the Comgiaasy not guarantee the adoption or continuanceyoparticular employee benefit plan
or program or other fringe benefit during the Enyph@nt Period, and participation by the Executivany such plan or program shall be
subject to the rules and regulations applicablestioe

(e) Reimbursement of ExpensesThe Company will reimburse the Executive, in@dance with the practices in effect from time to
time for other officers or staff personnel of then@pany, for all reasonable and necessary travekpgnses and other disbursements incurrec
by the Executive for or on behalf of the Companthia performance of the Executive's duties hereyngi®n presentation by the Executive
to the Company of appropriate vouchers or docuntient:



3. Compensation Upon Termination.If Executive's employment with the Company teates for any reason (including, death or
Disability), other than pursuant to a terminatidrEgecutive's employment for Cause or a resignatipthe Executive without Good Reason,
and contingent upon Executive's compliance wite Agreement and execution of the Release of Clésmgrovided in Section 4 below),
without revocation, Executive (or, if applicablés kstate) shall be entitled to the following bétsef

(@)

The Company shall pay Executive severance in aruahegual to the amount of Executive's annual Bak®y as in effect
immediately prior to such termination (but withe@agard to any salary reduction program then ing)lachich would have be:
payable over the Severance Period absent sucmgion. This severance shall be payable over ther8ece Period in equal
installments on Employer's regular pay days, ihemse commencing on the Company's first pay daghwb at least 21 days
after the later of (i) expiration of the applicabévocation period following execution of the Raleaf Claims (without
revocation) and (ii) the termination date.

(b)

(©

(d)

(€)

Executive shall be entitled to receive a pro ratdipn of the bonus Executive would have receivadlie year in which
termination occurs under annual cash incentivesplarffect at the time of termination based ondtkiee's and the
Company's performance relative to the goals undgr plans (less amounts previously paid). Such atrghall be payable on
the later of: (i) expiration of the applicable reation period following execution of the Releas€tdims (without revocation)
and (ii) the same date(s) that the Company makssniis payments to employees generally with retgasdich year.

For a period of five years after such terminatibe, Executive shall be entitled to participatellgeoup health and insurance
programs and all other benefits, fringe benefid perquisites available generally to senior exeestof the company
(including in the case of health programs, contihceverage for the Executive's spouse and eligiefrendents). In the event
that the Executive's participation in any such maprogram is prohibited by operation of law orthg terms of such plan or
program as in effect immediately preceding the datermination of the Employment Period, the Compshall arrange to
provide the Executive with benefits substantiaityikar to those which the Executive would have beatitled to receive under
such plans and programs.

Any options to purchase shares of the Companytk sthich were granted to Executive on or afterdhte hereof and which
are held by Executive as of the date of terminatti@t were not vested and exercisable as of suehstiall become
immediately and fully vested and exercisable asuch date (provided that options granted to Exeeultetween April 3, 2000
and the day prior to the date hereof shall bedrkas provided in the Employment Agreement datedl Ap2000 between the
Company and Executive).

Executive shall retain the right to exercise anyans to purchase shares of the Company's stockhwhére granted to
Executive on or after the date hereof and whichhatd by Executive as of the date of terminatiofil tine earlier of (a) the er
of the Severance Period following the date of gecmination and (b) the expiration of the origifidl term of each such
option (provided that options granted to Execubieéveen April 3, 2000 and the day prior to the deeof shall be treated as
provided in the Employment Agreement dated Apr2@00 between the Company and Executive).

4. Release of Claims. Receipt of the benefits described in Sectigm@nditioned upon the execution by Executive tjouitt
revocation) of a general release and waiver ofrdaagainst the Company in a form satisfactory éo@Gbmpany. In the case of termination on
account of death or Disability, such general redessd waiver of claims may be provided by Execlgipersonal representative or in another
manner reasonably satisfactory to the Company.

5. Confidentiality and Assignment of Inventions.

(a) Confidentiality. During the term of Executive's employment witmployer and for five years thereafter, Executivi ot use ol
disclose to any individual or entity any Confidahtnformation (as defined below) except (i) in rerformance of Executive's duties for
Employer, (ii) as authorized in writing by Employer (iii) as required by law or legal process,yided, that, prior written notice of such
required disclosure is provided to Employer andyijated, further, that, all reasonable efforts tegarve the confidentiality of such
information shall be made. As used herei@ohfidential Information shall mean information that (i) is used or poiglht useful in
Employer's business, (ii) Employer treats as petgry, private or confidential, and (iii) is notrggally known to the public. "Confidential
Information" includes, without limitation to, inforation relating to Employer's products or servigescessing, manufacturing, selling,
customer lists, call lists, customer data, memasandtes, records, technical data, sketches, plaasings, chemical formulae, trade secrets,
composition of products, research and developmatiat dources of supply and material, operatingcastidata, financial information, and
information contained in manuals or memoranda. fdential

Information" also includes proprietary and/or cdefitial information of Employer's customers, sugnsliand trading partners who may st



such information with Employer pursuant to a coefitality agreement or otherwise. The Executiveeagito treat all such customer, supplier
or trading partner information as "Confidentialdrhation" hereunder.

(b) Inventions. (i) Attached ag\ppendix Ahereto is a compete and accurate list of each trorgrdiscovery, idea, improvement or
application (each, an "Invention") whether or natgmtable, conceived, developed, created or madebgutive, either alone or with others,
prior to employment with Employer. Except as settf@nAppendix A Executive has no unpatented Inventions whictt@bee withheld fron
this Agreement and all present or future InventiohExecutive are subject to assignment to Emplbgeeunder.

(i) Executive shall promptly advise Employer, in wrijrof each Invention, whether or not patentablectvis in any way or manner
related to the business of Employer or resultiognfior was suggested by any work done for Emplogdnehich is conceived,
developed, created or made by Executive, alondtbrathers, (i) during his or her employment witmgoyer or (ii) within two years
after the termination of Executive's employmentw&imployer but which is based on Employer's traeets or Confidential
Information (each, an "Employer Related InventioiEach Employer Related Invention shall becomestiie and exclusive property
of Employer. Executive agrees to disclose the samptly to Employer, to execute all documents esged by Employer for vesting
in it the entire right, title and interest in amdthe same, to execute all documents requestednpjoigzer for filing and prosecuting
such applications for patents, copyrights andamlémarks as Employer, in its sole discretion majreléo prosecute, and to give
Employer all the assistance it reasonably requinetiding the giving of testimony in any suit, iact or proceeding, in order to obta
maintain and protect Employer's right therein dreteto.

(i)  The assignment of inventions contained herein stwlbpply to an invention that the Executive depslentirely on his or her own
time without using the Employer's equipment, sugmplfacilities or trade secret information exceptthose inventions that either:
(1) relate at the time of conception or reductioptactice of the invention to the Employer's bas#) or actual or demonstrably
anticipated research or development of the Empjayre2) result from any work performed by the Exiiee for the Employer.

(c) Independent Obligations. Executive acknowledges and agrees that thgatlins and covenants under this Section 5 aradet
to be, and shall be construed as, agreements sepacindependent from other terms and provisidiss employment. The existence of
claim or cause of action by Executive against Eiygnripwhether predicated on Executive's employmentiterwise, shall not constitute a
defense to the enforcement by Employer of said mants.

(d) Survival. Inthe event of termination of employment biher party, the provisions of this Section 5 wéhrain in effect. Upon
termination, Executive will immediately deliver Eonployer all property belonging to Employer thertie Executive's possession or control,
including all Documents embodying Confidential Imf@tion. As used herein, Documents" shall meariralg or copies of files, memoran
correspondence, notes, photographs, slides, owdshaadio or video tapes, cassettes, or disksiemmids maintained on computer or other
electronic media.

6. Non-Competition. For the duration of Executive's employment wiith Company and, if severance is payable unddioBe:
following the termination of such employment, fetSeverance Period (collectively, the "Noncompeteod"), Executive will not, without
the prior written consent of the Company, directlyndirectly, engage or invest in, own, managerafe, finance, control or participate in
ownership, management, operation, financing orrobof, be employed by, associated with, or in amnner connected with, lend
Executive's name to, lend Executive's credit toeader services or advice to, any business whamtupts or activities compete in whole ol
part

with the former, current or currently contemplapedducts or activities of the Company or any ofitbsidiaries, in any state of the United
States or in any country in which the Company or @frits subsidiaries sells products or conductsimessprovided, however, that
Executive may purchase or otherwise acquire upuabdr{ot more than) one percent of any class ofrgexziof any enterprise (but without
otherwise participating in the activities of suctierprise) if such securities are listed on anyonad or regional securities exchange or have
been registered under Section 12(g) of the Seesriikchange Act of 1934, as amended. Executiveadghat this covenant is reasonable
respect to its duration, geographical area, andesdduring the Noncompete Period, Executive wilthim ten days after accepting any
employment, advise the Company of the identityrof employer of Executive. Receipt of the benefisviled under Section 3 is conditior
upon compliance by Executive with this Section.

7. Non-Solicitation; Non-Hire. For the Noncompete Period, Executive herebgexgthat Executive will not, directly or indiregtly
either for himself or any other person: (a) indocattempt to induce any employee of the Compargngrof its subsidiaries to leave the
employ of the Company or such subsidiary, (b) inaay interfere with the relationship between th@many and its subsidiaries and any
employee of the Company or any of its subsidiafi@semploy, or otherwise engage as an employedepiendent contractor or otherwise, any
current or former employee of the Company or angso$ubsidiaries, other than such former employdes have not worked for the
Company or any of its subsidiaries in the priomiénths; (d) induce or attempt to induce any custosgplier, licensee or business relation
of the Company or any of its subsidiaries to ceseg business with the Company or such subsidarin any way interfere with the
relationship between the Company and its subsetiaand any customer, supplier, licensee or busieésson of the Company or any of its
subsidiaries; or (e) solicit the business of armp@e known to Executive to be a customer of the @amy or any of its subsidiaries, whethe
not Executive had personal contact with such pensith respect to products or activities which catepin whole or in part with the forme



