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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q/A

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d)
OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE QUARTER ENDED SEPTEMBER 30, 2002

Commission file number 0-16244

VEECO INSTRUMENTS INC.

(Exact name of registrant as specified in its @rart

11-2989601
(I.LR.S. Employer
Identification Number

Delaware
(State or other jurisdiction of
incorporation or organizatiol
100 Sunnyside Boulevard 11797
Woodbury, NY
(Address of principal executive office (zip code)

Registrant's telephone number, including area o@ds) 677-0200

Indicate by check mark whether the Registrél) has filed all reports required to be filegd Section 13 or 15 (d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemuired to file such reports), and

(2) has been subject to such filing requirementste past 90 days:

Yes®l No[O

29,140,407 shares of common stock, $0.0Vglae per share, were outstanding as of the dbbesiness on November 6, 2002.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (the pB&") contains certain forward-looking statemeatteut Veeco Instruments Inc. ("Veeco"
or the "Company") within the meaning of the Privagcurities Litigation Reform Act of 1995. ThesewWard{ooking statements involve ris
and uncertainties. Forward-looking statements thelexpectations about market conditions or aboukeébhacceptance, expectations of future
sales or gross profits, possible or assumed fug@lts of operations of Veeco and the statemantsded in Items 2 and 3 hereof, as well as
within this Report generally. Forwe-looking statements relate to expectations concgmiatters that are not historical facts. Word



phrases such as "will likely result," "expect,” Iivgontinue,” "anticipate,” "believe," "estimatéjhtend,” "plan," "project" and similar
expressions are intended to identify forward-logkétatements. Actual results may vary materiatlyrfithose expressed in such forward-
looking statements as a result of various faciadyding:

. The fact that these forward-looking statementsased on information of a preliminary nature whitdly be subject to further
and continuing review and adjustment;

. Dependence on principal customers;

. The cyclical nature of the semiconductor, dataagter telecommunications/wireless and scientifieaesh industries;

. Fluctuations in quarterly operating results;

. Risks associated with the acceptance of new predwycindividual customers and by the marketplace;

. Risk of cancellation or rescheduling of orders;

. The highly competitive nature of the industriesvinich the Company operates;

. The financial condition of Veeco's customers;

. Changes in foreign currency exchange rates; and

. The other matters discussed under the heading "t#mneant's Discussion and Analysis of Financial Cibmaliand Results of

Operations" contained in the Company's Annual RemoiForm 10-K for the year ended December 31, 2001

Although Veeco believes that these forwlaking statements are reasonable, Veeco cassire you that these expectations will p
to be correct.

Veeco cautions you not to put undue rekame any forwardeoking statement contained in this Report or else@. The risk factors a
cautionary statements contained or referred thigigection should be considered in connection aithsubsequent written or oral forward-
looking statements that Veeco or persons actinigsdrehalf may issue. Except as otherwise requisefibderal securities laws, Veeco has no
intention or obligation to update or revise anyafard-looking statement after this Report is filedflect the occurrence of unanticipated
events or to reflect events or circumstances #igedate on which such statement is made.
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Part I. Financial Information

Item 1. Financial Statements

Veeco Instruments Inc. and Subsidiaries

Condensed Consolidated Statements of Operations
(In thousands, except per share data)
(Unaudited)

Net sales
Cost of sale!

Gross profit

Costs and expense
Selling, general and administrative expense

Research and development expense
Amortization expense

Other expense, net

Restructuring expense, net

Write-off of purchased in-process technology

Operating (loss) income from continuing operati
Interest expense (income), |

(Loss) income from continuing operations beforeome taxe:
Income tax (benefit) provisia

(Loss) income from continuing operatic
Loss from discontinued operations, net of te

Net (loss) incom

(Loss) earnings per common she

(Loss) income per common share from continuing af@&ns
Loss from discontinued operatio

Net (loss) income per common sh

Diluted (loss) income per common share from coritigwperation:
Loss from discontinued operatio

Three Months Ended

September 30,
2002 2001

$ 72,75¢ % 114,27¢
38,40¢ 63,89¢

34,34¢ 50,38(

19,03: 20,86!

13,91¢ 14,85¢

3,197 1,03¢

18C 76&

83 —

— 8,20(

(2,060 4,661
1,38¢ (263)

(3,44¢) 4,92¢

(1,36€) 2,721

(2,087 2,191
— (349)

$ (2,082 $ 1,84¢
| |
$ (0.07) $ 0.0¢
— (0.02)

$ (0.07) $ 0.07
]
$ 0.0¢

$ (0.07)

(0.02)




Diluted net (loss) income per common sh $ 0.07) $ 0.07
I I
Weighted average shares outstant 29,135 25,41
Diluted weighted average shares outstan 29,13% 25,66¢
See Accompanying Notes.
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Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(In thousands, except per share data)
(Unaudited)
Nine Months Ended
September 30,
2002 2001
Net sales 230,24: $ 351,75
Cost of sale: 126,95¢ 189,54¢
Gross profit 103,28! 162,20¢
Costs and expense
Selling, general and administrative expense 57,40¢ 62,70¢
Research and development expense 41,17: 44,76¢
Amortization expense 10,11¢ 3,35¢
Other (income) expense, net (56) 2,397
Restructuring expense, net 1,97(C 1,00C
Write-off of purchased in-process technology — 8,20(
Operating (loss) income from continuing operati (7,322 39,78:
Interest expense (income), | 4,351 (1,429
(Loss) income from continuing operations beforeome taxe: (12,679 41,20¢
Income tax (benefit) provisia (4,820 15,32(
(Loss) income from continuing operatic (6,859 25,88¢
Discontinued operation
Loss from discontinued operations, net of taxes — (1,167
Loss on disposal of discontinued operations, nétxds (34€) —
Net (loss) incom (7,199 $ 24,72
I I
(Loss) earnings per common she
(Loss) income per common share from continuing al@ns 0.29 $ 1.04
Loss from discontinued operatio (0.07) (0.0%)
Net (loss) income per common sh (0.25 $ 0.9¢
I I
Diluted (loss) income per common share from coritigwperation: 0.29 $ 1.0z
Loss from discontinued operatio (0.07) (0.0%)
Diluted net (loss) income per common sh (0.25) 0.97



Weighted average shares outstant 29,08: 24,95¢
Diluted weighted average shares outstan 29,08: 25,37:
See Accompanying Notes.
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Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(In thousands)
September 30, December 31,
2002 2001
(Unaudited)

Assets
Current Assets

Cash and cash equivalents $ 207,64( $ 203,15«

Accounts receivable, net 81,16( 88,44¢

Inventories 106,70¢ 102,10

Prepaid expenses and other current assets 9,06t 21,95

Deferred income taxes 56,207 46,83:
Total current asse 460,78 462,49(
Property, plant and equipment at cost, 72,65¢ 78,54
Goodwill 125,58! 125,58!
Long-term investment 30,65! 23,51¢
Other assets, n 60,24+ 65,37¢
Total asset $ 749,91¢ $ 755,51¢

Liabilities and Shareholders' Equity
Current Liabilities:
Accounts payable

Accrued expenses
Deferred profit
Other current liabilities

Total current liabilities

Long-term debt, net of current portic
Other nor-current liabilities
Shareholders' equit

Total liabilities and shareholders' equ

$ 21,10: $ 19,657
44,69( 58,07(

6,872 14,56¢

10,84¢ 12,17

83,51 104,46°

234,32 215,51¢

10,85 11,56:

421,22 423,97

$ 749,91¢ $ 755,51¢

See Accompanying Notes.
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Veeco Instruments Inc. and Subsidiarie:



Condensed Consolidated Statements of Cash Flows
(In thousands)

(Unaudited)
Nine Months Ended
September 30,
2002 2001

Net cash (used in) provided by operating activitie $ (13,559 $ 13,411
Investing Activities

Capital expenditure (6,27¢) (20,95¢)
Payment for net assets of businesses acq — (59,557
Net sales of shc-term investment — 26,89¢
Net maturities of lon-term investment 1,581 —
Proceeds from sale of industrial measurement bsis 3,75( —
Proceeds from the sale of property, plant & equigmtr 1,79C —
Other, ne — 11
Net cash provided by (used in) investing activi 84: (43,609
Financing Activities

Proceeds from stock issuar 984 3,002
Repayment of lor-term debt, ne (1,239 (7,72))
Net proceeds from borrowings under line of cr — 25,00(
Proceeds from the issuance of I-term debt 20,00( —
Payment for debt issuance cc (1,279 —
Net cash provided by financing activiti 18,47: 20,28!
Effect of exchange rates on cash and cash equits: (1,275 1,65¢
Net change in cash and cash equival 4,48¢ (8,260)
Cash and cash equivalents at beginning of pe 203,15« 63,41¢
Cash and cash equivalents at end of pe $ 207,640 $ 55,15¢

See Accompanying Notes.
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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 instructionskorm 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 considere@sssry for a fair presentation (consisting
of normal recurring accruals) have been includgaer@ting results for the nine months ended SepteBhe&002 are not necessarily
indicative of the results that may be expectedHeryear ending December 31, 2002. For furtheriméion, refer to the financial statements
and footnotes thereto included in the Company'suahReport on Form 10-K for the year ended Decer3lheP001.

Earnings per share are computed using #ighted average number of common shares outstaddimgg the period. Diluted earnings
per share are computed using the weighted averagber of common and common equivalent shares owlisig during the period. The
effect of common equivalent shares for the threerane months ended September 30, 2002 was atitidi/therefore diluted earnings per
share is not presented for such periods.

The following table sets forth the recoiation of diluted weighted average shares outstandi

Three Months Ended Nine Months Ended



September 30, September 30,

2002 2001 2002 2001
(In thousands) (In thousands)
Weighted average shares outstant 29,13: 25,41 29,081 24,95¢
Dilutive effect of stock options and warra — 25€ — 417
Diluted weighted average shares outstan 29,131 25,66¢ 29,08! 25,37:

The assumed conversion of Veeco's subdedineonvertible notes is antidilutive for the theeel nine months ended September 30,
and therefore is not included in the above dilwedyhted average shares outstanding.

Note 2—Balance Sheet Information
Inventories

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

September 30, December 31,
2002 2001

(In thousands)

Raw material $ 53,89: $ 59,06
Work-in-progress 32,89 26,06¢
Finished good 19,92 16,97(

$ 106,70¢ $ 102,10:

8
Other Balance Sheet Information
September 30, December 31,
2002 2001
(In thousands)
Allowance for doubtful accoun $ 2,46C $ 3,35(
Accumulated depreciation and amortization of proper
plant and equipmel $ 63,77¢ $ 54,82¢
Accumulated amortization of intangible ass $ 2329 3% 13,17¢

Reclassifications
Certain amounts in the 2001 condensed ¢iolased financial statements have been reclassifiednform to the 2002 presentation.
Note 3—Segment Information

The following represents the reportabledpid segments of the Company, in thousands:

Unallocated Merger &
Process Corporate Restructuring
Equipment Metrology Amount Charges Total

Three Months Ended September 30, 20C

Net sales $ 30,49t 3 42,25¢ % —  $ — 72,75:
(Loss) income from continuing operations
before interest, taxes and amortizat (7,362) 10,07: (1,489 (83 1,13



Three Months Ended September 30, 20C

Net sales 65,88 48,38¢ — — 114,27¢
Income (loss) from continuing operations bef

interest, taxes and amortizati 7,45( 8,13¢ (1,689 (8,200 5,70C
Nine Months Ended September 30, 20C

Net sales 112,27( 117,97: — — 230,24
(Loss) income from continuing operations

before interest, taxes and amortizai (11,619 21,88 (5,509 (2,970 2,792
Total asset 301,64! 139,18° 309,08« — 749,91¢
Nine Months Ended September 30, 20C

Net sales 219,42¢ 132,32¢ — — 351,75
Income (loss) from continuing operations bef

interest, taxes and amortizati 35,76¢ 21,62: (5,056 (9,200 43,13%
Total asset $ 354,35° $ 135,85¢ $ 122,86. $ — 3 613,07¢

The following table outlines the componeritgoodwill by business segment at September @02 after the adoption of SFAS No. 142,
see Note 5 below, in thousands:

Process

Equipment Metrology
Segment Segment Total
Goodwill $ 102,80¢ $ 22,777 $ 125,58!

Note 4—Comprehensive (Loss) Income

Total comprehensive (loss) income was $(@illion and $(4.7) million for the three and ninenths ended September 30, 2002,
respectively, and $3.0 million and $24.7 milliom fbe three and nine months ended September 3Q, 28&pectively. Other comprehensive
(loss) income is comprised of foreign currency station adjustments and minimum pension liability.

Note 5—Recent Accounting Pronouncements

Effective January 1, 2002, the Company &stbBFAS No. 142500dwill and Other Intangible Assets . The intangible assets that are
classified as goodwill and those with indefiniteels are no longer amortized under the provisiorthisfstandard. Intangible assets with
definite lives will continue to be amortized ovheir estimated useful life. The standard also meguhat an impairment test be performed to
support the carrying value of goodwill and indefinlived intangible assets at least annually. Thm@any's policy is to perform this annual
impairment test in its fourth quarter ending Decentki, 2002.

The Company completed the first of the negglimpairment tests of goodwill and indefinitedd intangible assets in the first quarter of
2002. The Company has reviewed its business ardndieted that four reporting units should be revigvi@ impairment in accordance with
the standard. The four reporting units are New Yegkipment and Telecommunications Equipment, whamhprise the process equipment
operating segment, and Atomic Force Microscope WI®Fand Optical, which comprise the metrology opierg segment. Based upon the
judgment of management, it was determined thaethes no impairment to goodwill or intangibles wdtfinite lives as of January 1, 20(

The gross carrying amount and the accumdlaimortization of the major intangible asset éasse as follows, in thousands:

As of September 30, 2002

Gross Carrying Amount Accumulated Amortization

Purchased technolog $ 54,10C $ 12,89¢
Other intangible asse 25,55¢ 10,397
Total $ 79,65¢ $ 23,29¢

The estimated aggregate amortization exp@arshe remainder of 2002 and each of the foacseding fiscal years is as follows



thousands):

For three months ended December 31, Z $ 2,88:
2003 11,57
2004 11,258
2005 10,96¢
2006 10,26¢

Net income for the three and nine monthldedrSeptember 30, 2001, includes approximately ®illidn and $1.2 million of goodwill
amortization expense, respectively. Excluding traeunts would have resulted in both net incomecpsimon share and diluted net incc
per common share of $0.09 for the three monthsce8éptember 30, 2001, and net income per commaoe sh§1.04
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and diluted net income per common share of $1éactively, for the nine months ended Septembe?(Bl.

In January 2002, the Company adopted SFASLKM4, Accounting for the Impairment or Disposal of Long Lived Assets (FAS 144),
which addresses financial accounting and repoftnghe impairment or disposal of long-lived assaid supersedes SFAS No. 121,
Accounting for the Impairment of Long-Lived Assets and Long-Lived Assets to be Disposed Of , and the accounting and reporting provisions of
APB Opinion No. 30Reporting the Results of Operations for a Disposal of a Segment of a Business . Adoption of this Statement did not have
an impact on the Company's consolidated finan@aitipn or results of operations.

Note 6—Recent Events
Restructuring

In response to the significant declinehi@ 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 future operating costs.

During the three months ended Septembe2@R, the Company incurred a restructuring chafgamproximately $0.9 million related to
cost reduction efforts in response to continuingrpodustry conditions and the level of new ord@itse $0.9 million charge includes
severance related costs for approximately 40 manageand manufacturing employees principally lodatethe process equipment segment.
As of September 30, 2002, approximately $0.3 nmillias been expended and approximately $0.6 miléorains accrued. Of the remaining
amount at September 30, 2002, approximately $0l®mis expected to be paid during the next thremnths and approximately $0.3 million
is expected to be paid in the first quarter of 2008s charge is offset in part by approximately8h@illion of income related to the settlem
of a post-retirement benefit plan of the processmgent segment.

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 fourtartgr of 2001 and the first quarter of 2002. Thel $iillion charge includes severance
related costs for approximately 30 employees, whicluded both management and manufacturing empkpencipally located in the
process equipment segment. As of September 30, 2ppPoximately $0.5 million has been expendedapptoximately $0.6 million remail
accrued. Of the remaining amount at September@IR,2approximately $0.4 million is expected to b&muring the next three months and
approximately $0.2 million is expected to be paidhe first quarter of 2003.

During the three months ended March 3122@% Company incurred a restructuring chargedd #illion related to the reduction in
work force announced in the fourth quarter of 20His charge includes severance related costgpfimoaimately 60 employees, which
included both management and manufacturing emp#olpeated at the Company's Minnesota metrologyNewl York process equipment
operations. As of September 30, 2002, $0.6 miltiaa been paid and $0.2 million remains accrued.r@imaining amount at September 30,
2002 is expected to be paid during the next threeths.

During the year ended December 31, 20@.Cibmpany recorded restructuring charges of apprabaly $20.0 million in response to the
significant downturn in the telecommunications istily and the overall weak business environments@ltharges consisted of a
$13.6 million write-off of inventory, ($9.6 millioassociated with the process equipment segmer&afdnillion with the
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metrology segment), related to order cancellatam$the rationalization of certain product line3,0Bmillion related to personnel and
business relocation costs and $3.4 million relabetthe write-down of long-lived assets. The $3.0iam charge for personnel and business
relocation costs principally related to plant cditiadions and a workforce reduction of approxima@30 employees, which included both
management and manufacturing employees locatdtdperations of the Company. During the three aim® months ended September 30,
2002, approximately $0.2 million and $1.2 milligaspectively, of the $3.0 million liability for mtation and termination benefits has been
paid and approximately $0.6 million remains accrae8eptember 30, 2002. Since the date the chaageegorded, approximately

$2.4 million has been expended as of Septembe2@®2. Of the $0.6 million remaining accrual, $0.@ion relates to rental payments on a
lease agreement for space that the Company hatedaaad will be paid over the next three years&ha million relates to termination costs
that will be paid by the end of 2002.

A reconciliation of the liabilities for tH2002 restructuring charges for severance relaistsds as follows (in millions):

Third Second First
Quarter Quarter Quarter
2002 2002 2002
Charge Charge Charge
Charged to accrui $ 0c $ 11 $ 0.8
Cash payments during the first Quarter ended Maigt2002 — — 0.2
Cash payments during the second Quarter ended3dyr2902 — 0.2 0.2
Cash payments during the third Quarter ended Sdyatie80, 200: 0.2 0.3 0.1
Balance as of September 30, 2( $ 0€ $ 0€ $ 0.2

A reconciliation of the liability for thetirth quarter 2001 restructuring charge, for pemseband business relocation costs is as follows
(in millions):

Accrued Accrued

Severance Lease

Costs Costs
Charged to accru $ 26 $ 0.4
Cash payments through December 31, 2 1.2 —
Cash payments during the first Quarter ended Maic2002 0.5 —
Cash payments during the second Quarter ended3dyr2902 0.5 —
Cash payments during the third Quarter ended Sdyatie80, 200: 0.1 0.1
Balance as of September 30, 2( $ 03 $ 0.3

Discontinued Operations

In May 2002, the Company sold the remairadéts industrial measurement business. Duringiihe months ended September 30, 2!
the Company recorded an additional loss on theodalpof the discontinued operations of $0.3 millioet of taxes of approximately
$0.2 million.

Proposed Merger

On July 11, 2002, the Company signed a araagreement with FEI Company ("FEI"), headquadéneHillsboro, Oregon. Under the
terms of the agreement, FEI shareholders will ke&i355 shares of Veeco common stock for eaclesifdfEl common stock outstanding.
Based upon
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FEI's approximately 32.5 million shares outstandthg FEI shareholders will receive approximatelyldmillion Veeco shares (additional
shares of Veeco are issuable in respect to FEianding options and other convertible securiti€se merger, which will be accounted for
under the purchase method, is subject to the appodshareholders of both companies, certain sggn) approvals and other customary
closing conditions. Upon consummation of the mekfgegco will be renamed Veeco FEI Inc. FEI designanufactures, markets and services
products based on focused charged particle bedamdbmy. FEI's products include transmission e@ttnicroscopes (TEM), scanning
electron microscopes (SEM), focused-beam systems (FIBs) and DualBeam systems that cenabi-IB column and a SEM column o



single platform. FEI also designs, manufacturessatid certain components of electron microscopesFdBs to other manufacturers.

On September 18, 2002, Veeco and FEI redaigquests from the U.S. Department of Justicadditional information regarding the
proposed merger. Veeco and FEI are cooperating dnidl responding to the requests. Veeco and Fé&hdnto seek stockholder approval of
the merger at special meetings to be held in tharmg months following receipt of approval from thepartment of Justice. While Veeco ¢
FEI are working to complete the merger as soorpasiple, there can be no assurance that the meiijee completed by the end of 2002.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations.
Results of Operations.
Three Months Ended September 30, 2002 and 2001

Net sales of $72.8 million for the threentis ended September 30, 2002 represent a deafebée.5 million, or 36%, from the 2001
comparable period sales of $114.3 million, resglpnincipally from a decrease in sales of procegspenent products. Sales in the U.S.,
Europe, Japan and Asia Pacific, accounted for 48%, 17% and 21%, respectively, of the Company'sales for the three months ended
September 30, 2002. Sales in the U.S. decreasedré6%ihe comparable 2001 period, principally da¢hte poor industry conditions
resulting in a 60% decline in U.S. process equigrsates, attributable to decreases in sales ofatdideposition products to data storage
customers, as well as a decline in optical fillepakition equipment sales to telecommunicationtoousrs. The decrease in U.S. process
equipment sales is offset slightly by an increasthé sale of molecular beam epitaxy (MBE) equipinerhe telecommunications and
research industries by the Company's Applied Epsisliary, which was acquired in September 2001. th&rology sales also decreased by
$3.7 million, or 19%, as a result of a decline 2f3million, or 17%, in the sale of atomic forcecnoiscopes (AFMs) to semiconductor
customers, as well as a $2.2 million decreasel@s s slider level crown (SLC) products to da@rage customers. The decrease in U.S.
metrology sales was offset in part by a $1.0 milliocrease in the sale of optical interferometrydorcts to data storage and semiconductor
customers. Sales in Europe and Japan decreasedrtB%2%, respectively, during the three months éstmtember 30, 2002 from the
applicable 2001 period. The decrease in Europeésut of a 78% decrease in process equipmerd, gaienarily etch and deposition prodt
to data storage customers, as well as a 13% danlimetrology sales, principally of AFM sales teréeonductor customers. The decrease in
Japan is a result of a 68% drop in process equipsa@es to both data storage and telecommunicatiostemers. Japan's metrology sales
remained relatively flat (2% increase) over th@p#001 period. Sales in Asia Pacific increase&4 over the comparable 2001 period,
attributable to a $6.7 million increase in procegaipment sales, principally of etch and deposigmducts to data storage customers, as well
as an increase in the sale of optical filter demsiproducts to telecommunications customers. Rsiaific's metrology sales decreased by
17%, attributable to a 47% decline in AFM salesdmiconductor customers, offset in part by an smeean sales of optical interferometry
products to semiconductor and data storage cussorfiee Company believes that there will continuba@uarter-to-quarter variations in the
geographic concentration of sales, based upon segiag.

Process equipment sales of $30.5 milliartHe three months ended September 30, 2002 dedrésts$35.4 million, or 54%, compared
to the corresponding 2001 period. The decreaseoiteps equipment sales is due to a $31.4 millin6466, decline in etch and deposition
equipment sales to data storage customers, agsvait $8.6 million, or 61%, decrease in optic&ffileposition sales to telecommunications
customers. This decrease was partially offset 4.4 million increase in the sale of MBE produgtsmarily to telecommunications and
research customers by the Company's Applied Eidiainy, which was acquired in September 2001. Megy sales of $42.3 million for the
three months ended September 30, 2002 represeat@ade of approximately $6.1 million, or 13%, fribra 2001 comparable period sales of
$48.4 million. The decrease is primarily attribuéato a 14% decline in sales of AFM products todamiconductor industry.

Veeco received $69.4 million of orders dgrthe three months ended September 30, 2002, aric3&&se compared to $61.5 million of
orders for the comparable 2001 period. Procespewrit orders decreased 7% to $30.2 million, dumaumily to a $7.1 million, or 30%,
decline in orders of etch and deposition equipnientiata storage customers, as well as a 13% dexiearders for optical filter
manufacturing equipment for the telecommunicatiodsistry. This was offset in part by an
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increase of $5.6 million in orders for MBE produygismarily for telecommunications and researcht@muers. Metrology orders increased by
34% to $39.2 million, reflecting a $7.0 million, 9%, increase in orders for AFMs and a 64% ine@@a®rders for optical interferometry
products. Orders were down 11% sequentially froensiécond quarter of 2002. The Company's book4iith for the third quarter of 2002,
which is calculated by dividing orders receiveaigiven time period by revenue recognized in thatestime period, was 0.95. The order and
sales declines reflect industry wide weaknessliafaleeco's served markets except for scientdgearch.

The Company's backlog generally consisggrofluct orders for which purchase orders have besgived and which are scheduled



shipment within twelve months. Veeco schedules petidn of its systems based on order backlog astbower commitments. Because
certain of the Company's orders require producbketshipped in the same quarter in which the onderreceived, and due to possible
changes in delivery schedules, cancellations aérsrend delays in shipment, the Company does tievbahat the level of backlog at any
point in time is an accurate indicator of the Compa future performance. Due to the current wealirass environment, the Company may
experience cancellation and/or rescheduling ofrsrd&s of September 30, 2002, the backlog amoustaparoximately $92.6 million, which
is net of approximately $8.8 million of order cali@gons during the three months ended Septembe2@IR, which resulted from both data
storage and telecommunications customers.

Gross profit, as a percentage of net stdeshe three months ended September 30, 20084dsed to 47.2%, from 44.1% for the
comparable 2001 period. The increase in grosstgrefcentage is principally attributable to theh@grelative concentration of metrology
sales as well as a favorable mix in metrology potsluvhich yielded a 58.6% gross margin in metrglagfset in part by the significant sales
volume decline in process equipment products, wheshlted in a 31.1% gross margin in process egelipm

Selling, general and administrative experafe$19.0 million for the three months ended Sepier 30, 2002 decreased by approximately
$1.8 million from the 2001 comparable period, duagpally to cost reductions implemented by ther@any in the fourth quarter of 2001
and the first quarter of 2002, as well as a deer@aselling and commission expenses as a restlieadecreased sales volume. The decrease
is partially offset by the selling, general and ausirative expenses increase of $1.3 million irev&s Applied Epi subsidiary, which was
acquired in September 2001 and thus had only d smalunt of comparable spending in the third quast001.

Research and development expenses of $1iBién for the three months ended September 3022f:creased by approximately
$0.9 million, or 6%, from the comparable perio®26D1, due primarily to cost reduction efforts impented by the Company in all product
areas, with the exception of AFM products. The éase is offset in part by the impact of the $1.Boniresearch and development increase
in the Company's Applied Epi subsidiary, which Kitite research and development expense in the 26@iparable period.

Amortization expense totaled $3.2 milliorthe three months ended September 30, 2002, cenhp@f1.0 million in 2001. The increase
is due primarily to the intangible assets acquirecbnnection with the acquisition of Applied Epi.

During the three months ended Septembe2®R, the Company incurred a restructuring chafgaproximately $0.9 million related to
cost reduction efforts in response to the contigyiaor industry conditions and the level of newtooser orders. The $0.9 million charge
includes severance related costs for approximdt@imnanagement and manufacturing employees pritgilpghted in the process equipment
segment. As of September 30, 2002, approximately B@lion has been expended and approximately 80ll6&n remains accrued. Of the
remaining amount at September 30, 2002, approxlyn&@3 million is expected to be paid during thexinthree months and approximately
$0.3 million is expected to be paid in the firsager of 2003. This charge is offset in part by
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approximately $0.8 million of income related to #ettlement of a post-retirement benefit plan efghocess equipment segment.

During the three months ended Septembe2@ll, the Company recorded a write-off of purchaseprocess technology of $8.2 milli
related to the acquisitions of Applied Epi, whigsulted in a $7.0 million charge, and ThermoMicopses ("TM"), which resulted in a
$1.2 million charge. Both charges related to pitsj¢leat had not reached technological feasibilitst bad no alternative future uses. The
majority of TM's in-process technology value wampoised of the Fanou project, which was completetthé first quarter of 2002. Applied
Epi's in-process technology value on the date qfistion was comprised of programs related toaegesystems, production systems,
performance products and metal organic chemicabivdepositions ("MOCVD") systems. As of Septemb@rZ02, programs related to b
research and performance products are 100% completef September 30, 2002, programs related tdymion systems are 55% complete,
with one program being cancelled and one progranghgstponed due to current market and businasdittans. With regard to the
MOCVD systems, the programs are 25% complete & pfember 30, 2002 and due to current market asiddss conditions, these
programs were postponed.

Other expense, net, for the three montde@iSeptember 30, 2002, improved $0.6 million ftaemcomparable 2001 period due to a
decrease in foreign currency exchange losses.

Interest expense, net, of $1.4 milliontfoz three months ended September 30, 2002 incr&dseédnillion from the comparable 2001
period as a result of the issuance of $220.0 milib4.125% convertible subordinated notes, whictuored in December 2001 and
January 2002.

Income taxes for the three months endede&dger 30, 2002, amounted to an income tax beoiefit.4 million, or 40% of loss before
income taxes, as compared to an income tax provii$2.7 million, or 55% of income before incoraaés, for the same period of 2001.
2001 effective tax rate of 55% is higher than tta¢ugory tax rate of 35%, principally due to pursbd in-process technology charges
associated with the Applied Epi and TM acquisitiomkich are non-deductible for tax purposes.

Quarterly information for the three monémied September 30, 2001 has been restated fropréviously filed on the Quarterly Rep



on Form 10-Q for such period, due to required anting to reflect the discontinued operations of @@mpany's industrial measurement
segment, which was recorded in the quarter endedrbleer 31, 2001.

Nine Months Ended September 30, 2002 and 2001

Net sales were $230.2 million for the ninenths ended September 30, 2002, representingreasecof approximately $121.5 million, or
35%, from the comparable 2001 period. The decrisgzemarily due to overall poor industry condit®resulting in a decrease in process
equipment sales. Sales in the U.S., Europe, JaphAsia Pacific accounted for 45%, 18%, 17% and 2@¥pectively, of the Company's net
sales for the nine months ended September 30, 820&s in the U.S. decreased by 47%, principally @sult of a 56% decline in process
equipment sales, attributable to a $37.4 milliard@%, decrease in the sale of etch and depogtiaipment to data storage customers, as
well as a $54.0 million decline in sales of optifiiér deposition products to telecommunicationstomers. The decrease in U.S. process
equipment sales is offset in part by a $14.7 niliiecrease in the sale of MBE products, primaidlyelecommunications and research
customers. U.S. metrology sales decreased by 2&%btfie prior comparable period, as a result of% #&cline in the sale of AFMs to
semiconductor customers, as well as a 12% dedlitieei sale of optical interferometry products tms®nductor and data storage customers
and a $7.4 million decrease in the sale of SLC ypetsdto data storage customers. Sales in Europeatsl by 24%, due to a 50% decrease in
process equipment sales, attributable to an $18lidmdecrease in sales of etch and depositionlpets, offset in part by a $5.0 million
increase in the sale of MBE equipment. Europe'satogty
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sales increased 4% over the prior comparable pgprirttipally as a result of an 18% increase inagptmetrology sales, as well as a 3%
increase in the sale of AFMs. Sales in Japan dsedday 47% as a result of a 61% decrease in pregegsment sales, comprised of a
$21.5 million, or 65%, decline in sales of etch degosition equipment to data storage customemsghiss a $9.9 million, or 66%, decline
optical filter deposition equipment sales to telacounications customers. Japan's metrology saleslatsreased by 18%, caused by a
$2.8 million decrease in the sale of AFMs, as aelh 25% decline in optical interferometry sale$@®1.1 million reduction in sales of
optical inspection systems, primarily to data sgjeraustomers. Sales in Asia Pacific increased By, 4¢hich is attributable to an

$11.4 million, or 169%, increase in process equipnsales, as a result of a $16.1 million increashé sale of etch and deposition products,
offset slightly by a $5.1 million decline in thels®f optical filter deposition equipment. Asia Rats metrology sales increased by 14%,
principally as a result of a 93% increase in opticatrology sales, due to a $4.7 million, or 30186rease in sales of SLC products and a
$3.4 million increase in the sale of optical ing@t systems to data storage customers. This wiislpaoffset by a $1.2 million decline in
optical interferometry products to semiconductal data storage customers.

Process equipment sales were $112.2 miltiothe nine months ended September 30, 2002credse of approximately $107.2 million,
or 49%, from the comparable 2001 period, due piilgntr a $69.3 million, or 83%, decrease in saleeptical filter deposition products to
telecommunications customers, as well as a $6dldmior 45%, decrease in etch and depositionss@lelata storage customers. The
decrease in process equipment sales is partidgtdfy a $21.9 million increase in MBE sales. Mtgy sales for the nine months ended
September 30, 2002 were $118.0 million, a decrehapproximately $14.3 million, or 11%, comparedhe comparable 2001 period,
reflecting an $11.0 million, or 11%, decrease im $ale of AFMs, as well as a $5.6 million, or 24¥cline in sales of optical interferometry
products. The decrease in metrology was offseaimlpy a $2.5 million increase in the sale of agitinspection systems.

Veeco received $217.9 million of orderstfog nine months ended September 30, 2002, a 14#éate compared to $252.0 million of
orders in the comparable 2001 period. Process swuiporders decreased 27% to $105.7 million, réflga decrease of $38.0 million, or
37%, in etch and deposition orders, as well assa9%aillion, or 66%, decline in optical filter degiion orders. The decrease in process
equipment orders is offset in part by a $24.3 oiillincrease in orders for MBE equipment. Metrologgers increased 5% to $112.2 million,
reflecting a $3.4 million, or 4%, increase in AFMters, as well as a $1.8 million, or 10%, increasaptical interferometry orders. The
book/bill ratio for the nine months ended Septen88er2002 was 0.95.

Gross profit, as a percentage of net sdimeased to 44.9% from 46.1% for the compargbdd period. The decline in gross margin is
primarily attributable to the volume decrease ingesss equipment sales, in particular, sales ofafiiter deposition products to the
telecommunications industry. This product line atsduced selling prices in an attempt to reducimitsntory levels, which also adversely
impacted gross profit margins.

Selling, general and administrative experseb57.4 million for the nine months ended Seften80, 2002 represent a decrease of
approximately $5.3 million, or 8%, from the compaea2001 period, due principally to a decreaseelting and commission expense
resulting from the decreased sales volume, asaseaibst reduction efforts implemented by the Comp@he decrease is partially offset by a
$6.0 million increase in the selling, general adthmistrative expenses of Applied Epi and TM sulasids, which were acquired by the
Company during the third quarter of 2001.

Research and development expenses of $#llién for the nine months ended September 3022@present a decrease of
approximately $3.6 million, or 8%, from the comgaeaperiod of 2001, as a result of the cost reduacgifforts implemented by the Company,
partially offset by a $3.9 million increase in A Epi and TM research and development expense.
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During the nine months ended Septembe2@02, the Company incurred restructuring chargegd million in connection with a
reduction in work force, as well as cost reductforts in response to the continuing poor industigditions and the level of customer
orders. The $2.8 million charge includes severaatzted costs for approximately 130 employees, whicluded both management and
manufacturing employees located at each of the @ogip process equipment operations, as well adlitneesota and San Diego, California
metrology facilities. As of September 30, 2002, rappnately $1.4 million has been expended and apprately $1.4 million remains
accrued. Of the remaining amount at September@IR,2approximately $0.9 million is expected to bémuring the next three months,
approximately $0.5 million is expected to be paydiie first quarter of 2003. This charge is offiegpart by approximately $0.8 million of
income related to the settlement of a post-retirgrbenefit plan.

Based on uncertain industry conditions amelduction in customer orders, Veeco expectsperance a reduction in sales volume of
approximately 10% in the fourth quarter of 2002 paned to the third quarter of 2002. As a resuliedteintends to implement certain cost
reduction measures in an effort to restore Veequdfitability despite its expected decline in raues. Such measures include a reduction in
overall spending, headcount reductions of approteéip@0% and a reduction in the number of operatisites from eleven to six over the
next several quarters. The goal of these meassites@éduce operating expenditures by approxim&2ymillion for 2003 as compared to
2002.

During the year ended December 31, 20@.Cibmpany recorded restructuring charges of apprabaly $20.0 million in response to the
significant downturn in the telecommunications istily and the overall weak business environments@ltharges consisted of a
$13.6 million write-off of inventory, ($9.6 millioassociated with the process equipment segmer&afdnillion with the metrology
segment), related to order cancellations and tenidization of certain product lines, $3.0 millicelated to personnel and business reloc
costs and $3.4 million related to the write-dowraofg-lived assets. The $3.0 million charge forspanel and business relocation costs
principally related to plant consolidations and @rkforce reduction of approximately 230 employeesich included both management and
manufacturing employees located in all operatidrti® Company. During the three and nine monthed®keptember 30, 2002,
approximately $0.2 million and $1.2 million, respeely, of the $3.0 million liability for relocatio and termination benefits has been paid
approximately $0.6 million remains accrued at Sepier 30, 2002. Of the $0.6 million remaining actr8.3 million relates to rental
payments on a lease agreement for space that @&y has vacated and will be paid over the negetliears and $0.3 million relates to
termination costs that will be paid by the end @92.

Amortization expense totaled $10.1 millinrthe nine months ended September 30, 2002 comhpatie $3.4 million in 2001 period, dt
to the acquisition of intangible assets acquiredoinnection with the acquisitions of Applied EpdahM. This amount is offset in part by
$1.2 million of reduced amortization expense reldatethe accounting requirement to no longer amegoodwill, in accordance with SFAS
No. 142 Goodwill and Other Intangible Assets, whigitame effective on January 1, 2002. Under SFASLA®D, goodwill is to be reviewe
annually for impairment. As of January 1, 2002jmpairment exists.

During the nine months ended Septembe2@01, the Company recorded a write-off of purchasgurocess technology of $8.2 million
related to the acquisitions of Applied Epi, whigsulted in a $7.0 million charge, and TM, whichuteed in a $1.2 million charge. Both
charges related to projects that had not reaclubahédogical feasibility and had no alternative fetuses.

Other (income) expense, net, for the nimatims ended September 30, 2002 improved $2.5 milimm the comparable 2001 period, due
to the foreign currency exchange losses experieimcti first quarter of 2001, which did not ocau2002.
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Interest expense, net, of $4.4 milliontfee nine months ended September 30, 2002 incré&as8dnillion from the comparable 2001
period as a result of the issuance of $220.0 milib4.125% convertible subordinated notes, whictuored in December 2001 and
January 2002.

Income taxes for the nine months endede®eiper 30, 2002 amounted to an income tax benefid & million, or 41% of loss before
income taxes, as compared to an income tax proviFi$15.3 million, or 37% of income before incotages, for the same period of 2001.

Quarterly information for the nine monthmsled September 30, 2001 has been restated fromréhadusly filed on the Quarterly Report
on Form 10-Q for such period, due to required anting to reflect the discontinued operations of @@mpany's industrial measurement
segment, which was recorded in the quarter endedrleer 31, 2001.

Liquidity and Capital Resources

Cash used in operations was $13.6 mill@rtlie nine months ended September 30, 2002, agarechto cash provided by operations of
$13.4 million for the comparable 2001 period. Nes$) income adjusted for non-cash items providqestating cash flows of $6.6 million for
the nine months ended September 30, 2002, compafsb.8 million for the comparable 2001 periode ®mount of net loss adjusted for
nor-cash items for the nine months ended Septemb&0BR, was offset by an increase in working capitd29.1 million. Inventories for th



nine months ended September 30, 2002 increased.By#lllion, as several international shipmentsmtd reach the Company's customers
and were located at Veeco's international subsediaat September 30, 2002. In addition, due td#uk-end loading of orders and shipments
in the third quarter of 2002, some inventory wasighly built but unable to be shipped until theufth quarter of 2002. Accounts receivable

for the nine months ended September 30, 2002, dsedeby $10.5 million, primarily as a result of tedlection of outstanding receivables, as
well as the decrease in sales volume from the licgurarter of 2001. Deferred profit for the nine ni@nended September 30, 2002, decreasec
by $7.7 million, primarily as a result of reven@geognition on tools that received final customereptance, as well as a decrease in the
number of tools that are deferred as of Septembe2@2, due to the decrease in orders and sdlesmgoAccrued expenses and other cut
liabilities decreased $15.6 million, primarily asesult of income tax payments made by the Compalapanese subsidiary, and various other
tax payments made in the first nine months of 2@l&ed to sales and foreign taxes. In additioorusex expenses decreased as a result of
bonuses paid in the first quarter of 2002 and #@ehse in accrued commission expense and custtapesits related to the decline in sales
volume and orders.

Cash flows from investing activities of &0nillion for the nine months ended September 8022 are a result of the proceeds from the
sale of the Company's industrial measurement bssioe$3.7 million, which closed in May 2002, preds from the sale of property, plant
and equipment of $1.8 million and maturities ofdeterm investments of $1.6 million, offset by cap#xpenditures of $6.3 million.

In December 2001, the Company issued $20dlidn of 4.125% convertible subordinated not@sd in January 2002, the Company
issued an additional $20.0 million of those notespant to the exercise of an over-allotment option

In connection with the subordinated nosaigces in December 2001 and January 2002, the &8gnppirchased approximately
$25.9 million of U.S. government securities, whidve been pledged to the trustee under the indeatusecurity for the exclusive benefit of
the holders of the notes. These securities wiluféicient to provide for the payment in full ofettfirst six scheduled interest payments due on
the notes and represent restricted investmentsfifBénterest payment was made on June 21, 2082e amount of $4.5 million. The next
payment is scheduled to be made on December 22, 200
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Funds from operations, the use of proceedsived from the issuance of the subordinatedsriatdanuary 2002 and the maturities of
long-term investments were used to pay for capitpkenditures and the scheduled repayment of lamg-debt.

At September 30, 2002, Veeco's contraatash obligations and commitments relating to itst ddligations and lease payments are as
follows (in thousands):

Contractual

Obligations Total Less than 1 year 1-3 years 4-5 years After 5 years
Long-term debt $ 237,82¢ $ 350: $ 219 $ 1,261 $ 230,87:
Operating lease 15,42 81¢ 4,55¢ 3,20¢ 6,841
Letters of credi 3,28:¢ 3,271 12 — —

$ 256,53: $ 7591 $ 6,761 $ 4,46 $ 237,71

The Company believes that existing cashrizas together with cash generated from operatiodsamounts available under the
Company's $100.0 million credit facility will be ffigient to meet the Company's projected workingita and other cash flow requirements
for the next twelve months, as well as the Comaoghtractual obligations, detailed in the abowdeteover the next five years. As of
September 30, 2002, the Company was in compliaritetie covenants set forth in the Company's cifeditity.

Critical Accounting Policies

General: Veeco's discussion and analysis of its findremadition and results of operations are based(Eeco'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, nraeagevaluates its estimates and judgments, ingjuitiiose related to derivatives, bad
debts, inventories, intangible assets, income taxaganty obligations, restructuring costs andtiogient litigation. Management bases its
estimates and judgments on historical experiendeparvarious other factors that it believes todmsonable under the circumstances, the
results of which form the basis for making judgnsesibout the carrying values of assets and liadslitihat are not readily apparent from other
sources. Actual results may differ from these esti® under different assumptions or conditions. Chmpany considers certain accounting
policies related to revenue recognition, the vadunaodf inventories, the impairment of goodwill aimlangible assets and derivatives to be
critical policies due to the estimation processeslved in each.

Revenue Recognition:  The Company recognizes revenue when persuagitence of an arrangement exists, the price ofigoo



services being sold is fixed or determinable arlkctbility is reasonably assured. For productsduced according to the Company's
published specifications, where no installatioreiguired or installation is deemed perfunctory aacgubstantive 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 totktomer. The amount of revenue recorded is redogeke amount of any customer retention
(generally 10% to 20%), which is not payable bydhstomer until installation is completed and fioastomer acceptance is achieved. The
amount of customer retention is recorded in accoteteivable with a corresponding liability recatde deferred profit. At September 30,
2002 and December 31, 2001, $0.4 million and $3lBom respectively, are recorded in accounts netele and deferred profit pertaining to
the customer retention. Installation is not deetmodoe essential to the functionality of the equiptrgnce installation does not involve
significant changes to the features or capabilifethe equipment or building complex interfaced aonnections. In addition, the
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equipment could be installed by the customer oemotiendors and generally the cost of installatigpraximates only 1% to 2% of the sales
value of the related equipment. For new applicatioithe Company's existing products, for new pobslor for products with substantive
customer acceptance provisions where performanuetde fully assessed prior to meeting customecifipations at the customer site,
revenue is recognized upon completion of instalfatind receipt of final customer acceptance. Sitledo goods generally passes to the
customer upon shipment and 80% to 90% of the can@imount becomes payable at that time, inventrglieved and accounts receivable is
recorded for the entire contract amount. The paofithese transactions is deferred and recordddfasred profit in the accompanying
balance sheets. At September 30, 2002 and Dece&hb2001, $6.4 million and $11.2 million, respeeti are recorded in deferred profit
pertaining to shipments where revenue recognitembeen deferred. Service and maintenance congraariues are recorded as deferred
revenue, which is included in other accrued experesed recognized as revenue on a straight-lins basr the service period of the related
contract. The Company provides for warranty costhatime the related revenue is recognized.

Inventory Valuation:  Inventories are stated at the lower of cosh(pally first-in, first-out method) or market. Magement evaluates
the need to record adjustments for impairment eéimory on a quarterly basis. The Company's paticp assess the valuation of all
inventories, including raw materials, work-in-pregs, finished goods and spare parts. Obsoletetimyeor inventory in excess of
management's estimated usage for the next 18 mmybsements is written-down to its estimated reaialue, if less than its cost. Inherent
in the estimates of market value are managemesiiraaes related to Veeco's future manufacturimgdules, customer demand,
technological and/or market obsolescence, posalt#enative uses and ultimate realization of exa@ssntory.

Goodwill and Intangible Asset Impairment:  The Company has significant intangible assdtted to goodwill and other acquired
intangibles. In assessing the recoverability of@oenpany's goodwill and other intangible assets Gbmpany must make assumptions
regarding estimated future cash flows and othdbfado determine the fair value of the respectisgets. Changes in strategy and/or market
conditions could significantly impact these assuons, and thus Veeco may be required, during tinei@review process which will take
place in the Company's fourth quarter ending Deagrlh, 2002, to record an impairment charge fosdhassets in accordance with SFAS
No. 142.

Derivatives:  During the nine months ended September 30,,2062Company used derivative financial instrumeéntsinimize the
impact of foreign exchange rate changes on earrsingsash flows. In the normal course of busingsstations are exposed to fluctuation
foreign exchange rates. In order to reduce theedfefluctuating foreign currencies on short-tefioreign currency-denominated
intercompany balances and other known foreign aggr@xposures, the Company enters into monthlydeaveontracts (which during the
nine months ended September 30, 2002, includedaitgaf the Company's foreign subsidiaries). To@mpany does not use derivative
financial instruments for trading or speculativegmses. The Company's forward contracts do noestilijto material risks due to exchange
rate movements because gains and losses on thesact® are intended to offset exchange gains@ss$ on the underlying assets and
liabilities; both the forward contracts and the eriging assets and liabilities are marked-to-matkeiugh earnings

ltem 3. Quantitative and Qualitative Disclosure Abait Market Risk.

Veeco's net sales to foreign customersesgmted approximately 56% and 55% of Veeco's hetiadales for the three and nine months
ended September 30, 2002, respectively, and 49%5¥tdfor the three and nine months ended SepteBih&001, respectively. The
Company expects that net sales to foreign customiérsontinue to represent a large percentageedds's total net sales. Veeco's net sales
denominated in foreign currencies represented appedely 25% and 22%, of Veeco's total net salesHe three and nine months ended
September 30, 2002, respectively, and 12% and D8% f
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the three and nine months ended September 30, B&jiectively. The aggregate foreign currency exgbgloss) gain included in
determining consolidated results of operations $(8sl) million, (net of $(0.1) million of realizetkedging losses), and $0.1 million, (ne



$(0.6) million of realized hedging losses), in theee and nine months ended September 30, 20Q2ataeely. The aggregate foreign
currency exchange gain (loss) included in detemmgimionsolidated results of operations was $0.lianitkind $(1.6) million, (net of $(0.5)
million and $0.5 million of realized hedging (los}gains), in the three and nine months ended Bdyete30, 2001, respectively. Veeco is
exposed to financial market risks, including chanigeforeign currency exchange rates. To mitigaésé risks, Veeco uses derivative
financial instruments. Veeco does not use deriediivancial instruments for speculative or tradmgposes. The Company enters into
monthly forward contracts to reduce the effectloétuating foreign currencies on short-term foreigimrency-denominated intercompany
balances and other known currency exposures. Térage notional amount of such contracts was apmately $2.4 million and $1.9 millic
for the three and nine months ended September0B2, 2espectively. As of September 30, 2002, theme no open forward contracts. The
change in currency exchange rates that have thestimpact on translating Veeco's internationakrafing (loss) profit are the Japanese Yen
and the Euro. The Company estimates that baseditgloalance sheet at September 30, 2002, a 10fgeha foreign currency exchange
rates would be immaterial to reported operatinggjgrofit. The Company believes that this quatitiéameasure has inherent limitations
because it does not take into account any govertahactions or changes in either customer purclggsatterns or financing and operating
strategies.

Item 4. Controls and Procedures.

Veeco maintains a set of disclosure costaold procedures that are designed to ensurenfbatiation required to be disclosed by the
Company in reports it files under the Securities #1934, as amended ("Exchange Act") is recorgea;essed, summarized and reported
within the time periods specified in the Securitgl&xchange Commission's ("SEC") rules and formighiw/the 90 days prior to the filing
date of this Report, Veeco carried out an evalaatimder the supervision and with the participatbits management, including Veeco's
Chief Executive Officer and its Chief Financial ©#fr, of the effectiveness and the design and d¢iperaf Veeco's disclosure controls and
procedures pursuant to Rule 13a-14 of the ExchAsgeBased on that evaluation, Veeco's Chief Exgeudfficer and its Chief Financial
Officer concluded that Veeco's disclosure contamld procedures are effective in timely alertingritte material information relating to the
Company required to be included in the Company®gie SEC filings. Since the date of the Companyist recent evaluation, there were
no significant changes in the Company's internatrads or in other factors that could significandlffect these controls, including any
corrective actions with regard to significant defitcies and material weaknesses.
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Part Il.

Item 6. Exhibits and Reports on Form 8-K.

(@  Exhibits

99.1 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

99.z Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

(b) Reports on Form 8-K.

The Registrant filed a Current Report omf8-K on July 12, 2002 regarding the AgreementRlaah of Merger dated July 11, 2002
among Veeco Instruments Inc., Venice AcquisitiomgfCand FEI Company and certain related matters.

The Registrant filed an amendment on Fo#diAon July 22, 2002 to its Current Report on F@+K dated July 12, 2002 to reflect
certain additional parties to the Voting Agreemdatied as of July 11, 2002 among Veeco and certadkisolders of FEI Company.

The Registrant filed a Current Report omf8-K on August 19, 2002 in connection with thehdrawal and resubmission of its Hart-
Scott-Rodino Pre-Merger Notification Form relatiagthe merger with FEI Company.

The Registrant filed a Current Report omf8-K on September 18, 2002 in connection witeguest from the U.S. Department of
Justice for additional information under the Haeb&Rodino Antitrust Improvements Act regarding firoposed merger of Veeco with FEI
Company.
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SIGNATURES

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

Date: November 25, 2002

VEECO INSTRUMENTS INC.

By: /s/ EDWARD H. BRAUN

Edward H. Braun
Chairman, Chief Executive Officer and Presic

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

John F. Rein, Jr.
Executive Vice President, Chief Financial Officer,
Treasurer and Secrete
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Edward H. Braun, Chairman, Chief ExeeatOfficer and President of Veeco Instruments loertify that:

1. | have reviewed this quarterly report on Form 1@:-@f Veeco Instruments Inc.;

2. Based on my knowledge, this quarterly report dag<antain any untrue statement of a materialdacmit to state a material
fact necessary to make the statements made, indighe circumstances under which such statenvwesits made, not
misleading with respect to the period covered liy duarterly report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this qteaty report, fairly preser
in all material respects the financial conditiogsults of operations and cash flows of the regista of, and for, the periods
presented in this quarterly report;

4, The registrant's other certifying officers ande agsponsible for establishing and maintainingldsae controls and
procedures (as defined in Exchange Act Rules 13anti415d-14) for the registrant and we have:

€)) designed such disclosure controls and proceduressiore that material information relating to tegistrant, including
its consolidated subsidiaries, is made known tbyusthers within those entities, particularly dgrithe period in which
this quarterly report is being prepared;

(b) evaluated the effectiveness of the registrantdalisre controls and procedures as of a date withidays prior to the
filing date of this quarterly report (the "EvaluatiDate"); and

(c) presented in this quarterly report our conclus@insut the effectiveness of the disclosure contints procedures based
on our evaluation as of the Evaluation Date;
5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaluatidhge registrant's auditors
and the audit committee of registrant's board mfaors (or persons performing the equivalent fiomgt

(@) all significant deficiencies in the design or opena of internal controls which could adverselyeaff the registrant's
ability to record, process, summarize and repaodrftial data and have identified for the registsaantiditors any
material weaknesses in internal controls; and

(b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the



registrant's internal controls; and
6. The registrant's other certifying officers and Vé@andicated in this quarterly report whether ot there were significant
changes in internal controls or in other factoet ttould significantly affect internal controls selguent to the date of our most
recent evaluation, including any corrective actiaith regard to significant deficiencies and mateweaknesses.

/s/ EDWARD H. BRAUN

Edward H. Braun

Chairman, Chief Executive Officer
and President

Veeco Instruments In

November 25, 200

25

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, John F. Rein, Jr., Executive Vice President.eChinancial Officer, Treasurer and Secretary oé&elnstruments Inc., certify that:

1. | have reviewed this quarterly Report on Form 18-Qf Veeco Instruments Inc.;

2. Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacmit to state a material
fact necessary to make the statements made, indfghe circumstances under which such statenweeits made, not
misleading with respect to the period covered liy quarterly report;

3. Based on my knowledge, the financial statementsodimer financial information included in this gteatly report, fairly presel
in all material respects the financial conditiogsults of operations and cash flows of the regista of, and for, the periods
presented in this quarterly report;

4. The registrant's other certifying officers andé aesponsible for establishing and maintaininglds&ae controls and
procedures (as defined in Exchange Act Rules 13anati415d-14) for the registrant and we have:

@ designed such disclosure controls and proceduressore that material information relating to tegistrant, including
its consolidated subsidiaries, is made known tbyusthers within those entities, particularly dgrithe period in which
this quarterly report is being prepared,;

(b) evaluated the effectiveness of the registrantdaksrre controls and procedures as of a date waidays prior to the
filing date of this quarterly report (the "Evaluati Date"); and

(c) presented in this quarterly report our conclusiminsut the effectiveness of the disclosure contints procedures based
on our evaluation as of the Evaluation Date;
5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaluatidhge registrant's auditors
and the audit committee of registrant's board mdadors (or persons performing the equivalent fiomgt
(@) all significant deficiencies in the design or opena of internal controls which could adverselyeaff the registrant's
ability to record, process, summarize and repadrfcial data and have identified for the registsaaatiditors any
material weaknesses in internal controls; and

(b) any fraud, whether or not material, that involvesnagement or other employees who have a significdain the
registrant's internal controls; and
6. The registrant's other certifying officers and Véandicated in this quarterly report whether ot there were significant
changes in internal controls or in other factoet trould significantly affect internal controls selguent to the date of our most
recent evaluation, including any corrective actioith regard to significant deficiencies and matkeweaknesses.

/sl JOHN F. REIN, JR.

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



Treasurer and Secretary
Veeco Instruments In

November 25, 200
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EXHIBIT INDEX

99.1 Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

99.2 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

QuickLinks-- Click here to rapidly navigate through this domnt

Exhibit 99.1

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 ReporMafeco Instruments Inc. (the "Company") on Form 18-@r the period ended September 30,
2002 as filed with the Securities and Exchange C@sion on the date hereof (the "Report"), |, Edwdrdraun, Chairman, Chief Executive
Officer and President of the Company, certify, parg to 18 U.S.C. Section 1350, as adopted pursaa@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 @ets, in all material respects, the financial ctodiand results of operations
of the Company.

/s/ EDWARD H. BRAUN

Edward H. Braun

Chairman, Chief Executive Officer
and President

Veeco Instruments In

November 25, 200
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QuickLinks-- Click here to rapidly navigate through this domnt

Exhibit 99.2

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 ReporMafeco Instruments Inc. (the "Company") on Form 18-@r the period ended September 30,
2002 as filed with the Securities and Exchange C@sion on the date hereof (the "Report"), I, JohR&in, Jr., Executive Vice President,
Chief Financial Officer, Treasurer and Secretarthef Company, certify, pursuant to 18 U.S.C. Secti850, as adopted pursuant to
Section 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 grets, in all material respects, the financial ctadiand results of operations
of the Company.

/sl JOHN F. REIN, JR.

John F. Rein, Jr.

Executive Vice President, Chief Financial
Officer, Treasurer and Secretary

Veeco Instruments In

November 25, 200
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