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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 QUARTER ENDED MARCH 31, 2002

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 Boulevard 11797
Woodbury, New York (Zip Code)

(Address of principal executive office

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

Indicate by check mark whether the Registranthél filed all reports required to be filed by Sexcti3 or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the registrant was requodile such reports), and (2) has been
subject to such filing requirements for the pastiags: Yesxl No O

29,043,674 shares of common stock, $0.01 par y@ushare, were outstanding as of the close ohbasion April 23, 2002.

SAFE HARBOR STATEMENT

This Quarterly Report on Form 10-Q (the pjB") contains forward-looking statements withie tmneaning of the Private Securities
Litigation Reform Act of 1995. Discussions contaigisuch forward-looking statements may be fouriteims 2 and 3 hereof, as well as
within this Report generally. In addition, when dse this Report, the words "believes," "anticigatéexpects,” "estimates,"” "plans,"
"intends," and similar expressions are intendeideatify forward-looking statements. All forwarddking statements are subject to a number
of risks and uncertainties that could cause acasgllts to differ materially from projected resufsctors that may cause these differences
include, but are not limited to:

. the dependence on principal customers and theceyciature of the data storage, optical and wiseleliecommunications and
semiconductor industries,



. fluctuations in quarterly operating resu

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

. risk of cancellation or rescheduling of orders,

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

. changes in foreign currency exchange rates, and

. tzhonTsk factors and other matters discussed ilCthrapany's Annual Report on Form 10-K for the yeyadted December 31,

Consequently, such forward-looking statements shbalregarded solely as the Company's current péstismates and beliefs. The Company
does not undertake any obligation to update anydod- looking statements to reflect future evemtsicumstances after the date of such
statements.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

Veeco Instruments Inc. and Subsidiarie:



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

(Unaudited)
Three Months Ended March 31,
2002 2001

Net sales $ 80,14¢ $ 125,38t
Cost of sale: 46,41« 66,69¢
Gross profit 33,73 58,69(
Costs and expense

Research and development expense 13,32¢ 15,107

Selling, general and administrative expense 19,031 21,13¢

Amortization expense 3,74 1,43¢

Other expense, net 49 1,40€

Restructuring expense 837 —
Operating (loss) incom (3,269 19,607
Interest expense (income), | 1,48¢ (767)
(Loss) income from continuing operations beforeome taxe: (4,750 20,374
Income tax (benefit) provisia (1,599 7,15¢
(Loss) income from continuing operatic (3,152 13,21¢
Discontinued operation

Loss from discontinued operations, net of taxes — (343)

Loss on the disposal of discontinued operationsphtaxes (34¢€) —
Net (loss) incom $ (3,499 $ 12,87
(Loss) earnings per common she
Net (loss) income per common share from contingipgrations $ (0.11) % 0.5¢4
Loss from discontinued operatio (0.01) (0.02)
Net (loss) income per common sh $ (0.12) $ 0.5z
Diluted (loss) income per common share from coritigwperation: $ (0.11) $ 0.52
Loss from discontinued operatio (0.07) (0.07)
Diluted net (loss) income per common sh $ 0.12) $ 0.51
Weighted average shares outstanc 29,02: 24,67¢
Diluted weighted average shares outstan 29,02: 25,23(
See accompanying notes.
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Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(In thousands)
March 31, December 31,
2002 2001

(Unaudited)



Assets

Current Assets

Cash and cash equivalel

Accounts receivable, n

Inventories

Prepaid expenses and other current a:
Deferred income taxe

Total current asse

Property, plant and equipment at cost,
Goodwill

Long-term investment

Other assets, n

Total asset

Liabilities and shareholders' equity
Current Liabilities:

Accounts payabl

Accrued expense

Deferred gross prof

Other current liabilitie:

Total current liabilities

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

Total liabilities and shareholders' equ

See accompanying notes.

$ 219,10t $ 203,15¢
69,81t 88,44¢

99,27: 101,41¢

15,61: 22,63¢

49,54¢ 46,83:

453,35¢ 462,49(

76,69¢ 78,541

125,58! 125,58!

34,91: 23,51¢

63,054 65,37¢

$ 753,60t $ 755,51¢

19,80¢ 19,657

49,16: 58,07(

9,26¢ 14,56¢

7,87¢ 12,17«

86,11: 104,46°

235,15t 215,51¢

11,93: 11,56:

420,40t 423,97

$ 753,60¢ $ 755,51¢

Net cash provided by operating activities

Investing Activities
Capital expenditure

Payment for net assets of businesses acq

Net purchases of sh-term investment
Net purchases of lo-term investment

Net cash used in investing activiti
Financing Activities

Proceeds from stock issuar
Repayment of lor-term debt, ne

Proceeds from issuance of l-term deb

Payment for debt issuance cc

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

Three Months Ended March 31,

2002 2001
$ 1,78:  $ 2,04¢
(2,075 (4,451)
— (1,791)
— (391)
(2,387) —
(4,465 (6,639
25E 272
(44¢) (507)
20,00 —
(1,185 —




Net cash provided by (used in) financing activi 18,62 (23%)

Effect of exchange rates on cash and cash equts: 15 2,25¢
Net change in cash and cash equival 15,95¢ (2,56¢€)
Cash and cash equivalents at beginning of pe 203,15 63,41¢
Cash and cash equivalents at end of pe $ 219,10¢ $ 60,85

See accompanying notes.

VEECO INSTRUMENTS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatemanfUnaudited)
Note 1—Basis of Presentation

The accompanying unaudited condensed coiased 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 consideredssary for a fair presentation (consisting
of normal recurring accruals) have been includgaer@ting results for the three months ended Matcl2302 are not necessarily indicativi
the results that may be expected for the year gridactember 31, 2002. For further information, rééethe financial statements and footnotes
thereto included in the Company's Annual Reporform 10-K for the year ended December 31, 2001.

Earnings per share are computed using #ighted average number of common shares outstaddiigg 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 threathmended March 31, 2002 was antidilutive, theeetbluted earnings per share is not
presented for such period.

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

Three Months Ended March 31,

2002 2001

(In thousands)

Weighted average shares outstant 29,02: 24,67¢
Dilutive effect of stock option — 552
Diluted weighted average shares outstan 29,02: 25,23(

In addition, the assumed conversion of stibated convertible notes is anti-dilutive for theee months ended March 31, 2002 and
therefore is not included in the above diluted mig 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:

March 31, 2002 December 31, 2001

(In thousands)

Raw material $ 56,12¢ $ 59,06¢
Work-in-progress 22,31¢ 26,06¢



Finished good 20,827 16,28¢

$ 99,27 $ 101,41¢
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Other Balance Sheet Information
March 31, 2002 December 31, 2001
(In thousands)
Allowance for doubtful accoun $ 3,25 $ 3,35(
Accumulated depreciation and amortization of propgalant and equipmel $ 58,11( $ 54,82¢
Accumulated amortization of intangible ass $ 16,92¢ $ 13,17¢

Note 3—Segment Information

The following represents the reportabledpid segments of the Company as of and for the timenths ended March 31, 2002 and 2!
in thousands:

Income (loss) before interest,

Net Sales taxes and amortization Total Assets
2002 2001 2002 2001 2002 2001
Process Equipme! $ 44,85 $ 80,297 $ (1,856 $ 16,30: $ 308,56" $ 180,65:
Metrology 35,291 45,08¢ 5,121 7,34¢ 136,75: 106,44:
Restructuring expens — — (837) — — —
Unallocated Corporate amot — — (1,94%) (2,60¢) 308,28t 159,80¢
Total $ 80,14¢ $ 125,38¢ $ 48: $ 21,041 $ 753,60t $ 446,90:

Note 4—Comprehensive Income (Loss)

Total comprehensive (loss) income was ($3flion and $12.0 million for the three monthsded March 31, 2002 and 2001,
respectively. Other comprehensive income is coragraf foreign currency translation adjustments,imimm pension liability and net
unrealized holding gains and losses on availahlesdte securities.

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 indefinitees are no longer amortized under the provisiortkisfstandard. Intangible assets with
determinable lives will continue to be amortizeaotheir estimated useful life. The standard a¢spires that an impairment test be
performed to support the carrying value of goode#itl indefinite lived intangible assets at leastuatly.

The Company completed the first of the negglimpairment tests of goodwill and indefinitedd intangible assets in the first quarter of
2002. The Company utilized an independent apprasalart of its evaluation process. The Companydaswed its business and determi
that four reporting units be reviewed for impairmenaccordance with the standard. The four repgrtinits are New York Equipment and
Telecommunications, which comprise the processpegeint operating segment, and AFM and Optical, wharhprise the metrology
operating segment. Based upon the independentiaplpaad the judgment of management, it was detexdhihat there is no impairment to
goodwill as of January 1, 2002.

The following table outlines the componeftgoodwill and intangible assets by business ssgrat March 31, 2002 after the adoption
of the standard, in thousan:



Process Equipmen Unallocated

Segment Metrology Segmen Corporate Total
Goodwill $ 102,80¢ $ 22,777 % — $ 125,58!
Intangible asset 42,21( 12,60¢ 7,32t 62,14:
Total $ 145,01t $ 35,38! $ 7,32t $ 187,72¢
I I

Net income for the three months ended M&&2001, includes approximately $0.4 million obgwill amortization expense. Excludi
this amount would have resulted in net income pemraon share and diluted net income per common si&@.54 and $0.53, respectively,
for the three months ended March 31, 2001.

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

During the three months ended March 3122€te Company incurred a restructuring chargedd #illion related to the reduction in
work force announced in the fourth quarter of 20lHis charge includes severance related costgpfmoaimately 60 employees which
included both management and manufacturing empiolpeated at the Company's Minnesota, PlainviewRmchester operations. As of
March 31, 2002, approximately $0.3 million has berpended and approximately $0.5 million remaircs@ed.

During the year ended December 31, 20@L.Cibmpany recorded restructuring charges of apprabely $20.0 million in response to the
significant downturn in the telecommunications istly and the overall weak business environments@leharges consisted of a
$13.6 million write-off of inventory related to azdcancellations and the rationalization of ceraimduct lines, $3.0 million related to
personnel and business relocation costs and $Ridmmelated to the write-down of long-lived assethe $3.0 million charge for personnel
and business relocation costs principally relateplant consolidations and a workforce reductioamroximately 230 employees, which
included both management and manufacturing empolpeated in all operations of the Company. As afréh 31, 2002, approximately
$1.7 million of the $3.0 million charge for relo@at and termination benefits has been paid andoxppately $1.3 million remains accrued.

Discontinued Operations

In January 2002, Veeco signed a lettentfit to sell the remainder of its industrial measwent business. This is the measurement date
of the disposal and accordingly, the Company hassdied the industrial measurement business &cardinued operation. During the three
months ended March 31, 2002, the Company recondedlditional loss on the disposal of the discorgthaperations of $0.3 million, net of
taxes of approximately $0.2 million. The net asbets for sale of approximately $4.0 million areluded in prepaid expenses and other
current assets in the accompanying March 31, 2@d#iénsed Consolidated Balance Sheet. The clositigecfale is expected to take plac
the second quarter of 2002.

Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations.
Results of Operations.
Three Months Ended March 31, 2002 and 2001

Net sales of $80.1 million for the threentits ended March 31, 2002, represents a decre@&&ofrom the 2001 comparable period net
sales of $125.4 million, reflecting a decreasedthtprocess equipment and metrology sales. Salée i0.S., Europe, Japan and Asia Pacific,
accounted for 55%, 14%, 17% and 14%, respectieélthe Company's net sales for the three monthedeMhrch 31, 2002. Sales in the U.S.
decreased 40% from the comparable 2001 periodadael8% decline in U.S. process equipment salegcpiarly in sales of optical filter
deposition products to the telecommunications itrguand a 31% decrease in U.S. metrology sales. ddtrease in U.S. sales is offset in
part by $9.3 million of sales of molecular beamtapi (MBE) equipment produced by Applied Epi, whighs acquired in September 2001.
Sales in Europe decreased 29% from the compar@BIE [2eriod, due primarily to a decline in etch degosition equipment sales to the data
storage industry. Sales in Japan decreased 49%tfreomparable 2001 period as a result of a deatisales for both etch and deposil



equipment and atomic force microscopes (AFMs). Salé\sia Pacific remained relatively flat from tbemparable 2001 period. The
Company believes that there will continue to bertpreto-quarter variations in the geographic cotregion of sales.

Process equipment sales of $44.8 milligrtHe three months ended March 31, 2002, represem¢srease of $35.5 million, or 44%, fr
the comparable 2001 period, due primarily to an 8&%¥rease in optical filter deposition sales totédecommunications industry, as well as a
30% decline in etch and deposition sales, prinbigalthe data storage industry. Metrology sale$38.3 million for the three months ended
March 31, 2002 decreased by $9.8 million, or 229&rdhe comparable 2001 period, due primarily 43% decline in sales of optical
metrology products, as well as a 15% decreaseeisdle of AFMs.

Veeco received $70.2 million of orders dgrthe three months ended March 31, 2002, a 36%&ase compared to $110.2 million of
orders for the comparable 2001 period. Procespewrnt orders decreased 47% to $38.4 million, poati reflecting a decrease in orders
the telecommunications industry, as well as a @eserén orders for etch and deposition systems taystarage customers. Metrology orders
decreased by 15% to $31.8 million, reflecting arease in bookings for both the Company's AFM artecapmetrology line of products. The
book/bill ratio for the first quarter of 2002 was38.

The order and sales declines are a rektlieqggeneral economic slowdown that has had a signjficant impact on the
telecommunications, data storage and semiconduow@dkets that the Company serves.

The Company's backlog generally consistsrofluct orders for which a purchase order has basgived and which are scheduled for
shipment within twelve months. Veeco schedules petidn of its systems based on order backlog astboter commitments. Because
certain of the Company's orders require producbetshipped in the same quarter in which the on@erreceived, and due to possible
changes in delivery schedules, cancellations ofrsrend delays in shipment, the Company does tiet/behat the level of backlog at any
point in time is an accurate indicator of the Compa future performance. Due to the current weairass environment, the Company may
experience cancellation and/or rescheduling ofrstde

Gross profit for the three months endeddiié1, 2002 of $33.7 million, represents a decre&$25.0 million from the comparable
2001 period. Gross profit as a percentage of et skecreased to 42.1% from 46.8% for the threetinseended March 31, 2001, primarily as
a result of the significant decline in sales voluimreboth process equipment and metrology.
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Research and development expenses of $1iBi@n for the three months ended March 31, 208%;reased by $1.8 million, or 12%, o
the comparable period of 2001. The decrease patigipelates the overall decline in business amdcibst reduction efforts taken by the
Company during the fourth quarter of 2001, whiatiuded a 15% workforce reduction, plant consolmfadi selective work-week reductions
and reduced management salaries.

Selling, general and administrative expere$19.0 million for the three months ended Ma8&h2002, decreased by approximately
$2.1 million, or 10%, over the comparable 2001 gbriThe decrease is due to decreased selling anthiszion expense related to the lower
sales volume and the cost cutting measures medt@nave. The decrease in selling, general and astnaitive expenses is offset, in part, by
$2.4 million of expenses from the acquisitions @phed Epi and ThermoMicroscopes ("TM"), which haslcomparable spending in 2001.

Amortization expense totaled $3.7 milliorthe first quarter of 2002 versus $1.4 millior2B01. The increase is due primarily to the
intangible assets acquired in connection with triuasitions of Applied Epi and TM, offset in past 0.4 million of reduced amortization
expense related to the accounting requirement tonrger amortize goodwill, effective January 1, 20 accordance with SFAS No. 142,
Goodwill and Other Intangible Assets. Under SFAS No. 142, goodwill is to be reviewed aailyufor impairment. As of January 1, 2002, no
impairment exists.

Other expense decreased $1.4 million d@esignificant reduction in foreign currency excgamosses, compared to the first quarter of
2001.

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 costpfimoaimately 60 employees which
included both management and manufacturing emp$olpeated at the Company's Minnesota, PlainviewRwochester operations. As of
March 31, 2002, approximately $0.3 million has begpended and approximately $0.5 million remairs@ed. During the year ended
December 31, 2001, the Company recorded restragtefiarges of approximately $20.0 million in resgwto the significant downturn in the
telecommunications industry and the overall weakiiess environment. These charges consisted .8 #dillion write-off of inventory
related to order cancellations and the rationabimadf certain product lines, $3.0 million relatedpersonnel and business relocation costs anc
$3.4 million related to the write-down of long-lv@ssets. The $3.0 million charge for personnelmarsiness relocation costs principally
related to plant consolidations and a workforcaiotidn of approximately 230 employees, which inelddoth management and
manufacturing employees located in all operatidrtt® Company. As of March 31, 2002, approximagly7 million of the $3.0 million
charge for relocation and termination benefitstiesn paid and approximately $1.3 million remairngaed.



Interest expense, net of $1.5 million foe three months ended March 31, 2002 increasedndi2i@n from the comparable 2001 period
as a direct result of the issuance of $220.0 milbd4.125% convertible subordinated notes, whiotuored in December 2001 and
January 2002.

Income taxes for the three months endedMat, 2002 amounted to a benefit of $1.6 millimn34%, of loss before income taxes, as
compared to $7.2 million, or 35%, of income befmeome taxes, for the same period of 2001.

Quarterly information for the three monémsled March 31, 2001, has been restated from tawiopisly filed on the Quarterly Report on
Form 10-Q for such period, due to the required anting for the discontinued operations of the Conyfmindustrial measurement segment.

Critical Accounting Policies

General: Veeco's discussion and analysis of its findra@adition and results of operations are based(fgeco's consolidated
financial statements, which have been prepareddardance with
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accounting principles generally accepted in theté¢hBtates. The preparation of these financiadistants requires Veeco to make estimates
and judgments that affect the reported amountsssta, liabilities, revenues and expenses. On @oimg basis, management evaluates its
estimates and judgments, including those relatettivatives, bad debts, inventories, intangibketss income taxes, warranty obligations,
restructuring costs and contingent litigation. Mgeraent bases its estimates and judgments on kestesiperience and on various other
factors that are believed to be reasonable underitbumstances, the results of which form thesfmsimaking judgments about the carrying
values of assets and liabilities that are not tgagtiparent from other sources. Actual results diffgr from these estimates under different
assumptions or conditions. The Company considetaineaccounting policies related to revenue redagn the valuation of inventories, the
impairment of goodwill and intangible assets andvagives to be critical policies due to the estilma processes involved in each.

Revenue Recognition:  The Company recognizes revenue when persuasitence of an arrangement exists, the sellece jsifixed
or determinable and collectibility is reasonablgwed. For products produced according to the Cagippublished specifications, where no
installation is required or installation is deenpadifunctory and no substantive customer acceptarmasions exist, revenue is recognized
when title passes to the customer, generally upgmeent. For products produced according to a@aei customer's specifications, revenue
is recognized when the product has been testeit had been demonstrated that it meets the custespecifications and title passes to the
customer. The amount of revenue recorded is redogéide amount of any customer retention (geneddBb to 20%), which is not payable
by the customer until installation is completed éindl customer acceptance is achieved. Installasaot deemed to be essential to the
functionality of the equipment since installatiomed not involve significant changes to the featoresapabilities of the equipment or buildi
complex interfaces and connections. In additioa,gfuipment could be installed by the custometloerorendors and generally the cost of
installation approximates only 1% to 2% of the salalue of the related equipment. For new appboatiof the Company's existing products,
for new products or for products with substantiustomer acceptance provisions where performanagotée fully assessed prior to meeting
customer specifications at the customer site, nexémrecognized upon completion of installatiod agceipt of final customer acceptance.
Service and maintenance contract revenues aredegtas deferred revenue, which is included in aberued expenses, and recognized as
revenue on a straight-line basis over the senicg of the related contract. The Company providesvarranty costs at the time 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 eéiory on a quarterly basis. The Company's patidp assess the valuation of all
inventories, including raw materials, work-in-pregs, finished goods and spare parts. Obsoletetmyeor inventory in excess of
management's estimated usage for the next 18 teo2#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 matifiag schedules, customer demand,
technological and/or market obsolescence, posalt#enative uses and ultimate realization of exa@gsntory.

Goodwill and Intangible Asset Impairment:  The Company has significant intangible asseltged to goodwill and other acquired
intangibles. In assessing the recoverability of@loenpany's goodwill and other intangible assets Gbmpany must make assumptions
regarding estimated future cash flows and othdpfado 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, to record an
impairment charge for these assets in accordarnteSHAS No. 142.
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Derivatives:.  During the three months ended March 31, 2082 Qompany used derivative financial instrumentsittimize the impac
of foreign exchange rate changes on earnings atdfttavs. In the normal course of business, opamnatare exposed to fluctuations in
foreign exchange rates. In order to reduce theedfefluctuating foreign currencies on st-term foreign currenc-denominatec



intercompany transactions and other known foreigmemcy exposures, the Company enters into moffidiéyard contracts (which during the
three months ended March 31, 2002, included a rtyajoirthe Company's foreign subsidiaries). The @any does not use derivative
financial instruments for trading or speculativegmses. The Company's forward contracts do noestlijto material risks due to exchange
rate movements because gains and losses on thasacte 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-matkedugh earnings.

Liquidity and Capital Resources

Cash flows from operations were $1.8 millfor the three months ended March 31, 2002, agpeosd to $2.0 million for the compara
2001 period. Net income adjusted for non-cash itprogided operating cash flows of $2.1 million fbe three months ended March 31, 2002
compared to $24.7 million for the comparable 208fiqul. The amount of net income adjusted for neshdeems for the three months ended
March 31, 2002 was offset by a decrease in workagtal of $0.3 million. Accounts receivable foetthree months ended March 31, 2002
decreased by $18.1 million, primarily as a restithe decrease in sales volume from the fourthteuaf 2001. Deferred gross profit for the
three months ended March 31, 2002 decreased byh#ilién as a result of revenue recognition on satblat received final customer
acceptance. Taxes payable decreased by $8.1 makoa result of income tax payments made by thepaay's Japanese subsidiary and
various other tax payments made in the first quaft@002 related to sales and foreign taxes. titenh, accrued expenses decreased as a
result of bonuses paid in the first quarter of 2868 the decrease in accrued commission experadedéab the decline in sales volume.

In December 2001, the Company issued $20dlidn of 4.125% convertible subordinated notasd in January 2002, the Company
issued an additional $20.0 million of notes pursuaran over allotment option.

In connection with the subordinated nosssiance in December 2001 and January 2002, the &@gynmoirchased 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 wiliféicient to provide for the payment in full ofeiirst six scheduled interest payments due on
the notes and represent restricted investments.

Funds from operations and the use of prieeeceived from the issuance of the subordinadéel aver allotment option in January 2002
were used to pay for capital expenditures and¢heduled repayment of long-term debt.

At March 31, 2002, Veeco's contractual aalsligations and commitments relating to its defitgations 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 $ 238,61« $ 3,45¢ $ 3,02: $ 1,261 $ 230,87
Operating lease 17,06( 2,45¢ 4,55¢ 3,20t 6,841
Letters of credi 3,971 3,971 — — —
$ 259,64 $ 9,88t % 7580 $ 4,46¢ $ 237,71
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The Company believes that existing cashrizas together with cash generated from operagiodsamounts available under the
Company's $100.0 million credit facility will beféigient to meet the Company's projected workinpita and other cash flow requirements
for the next twelve months.

Item 3. Quantitative and Qualitative Disclosure Abait Market Risk.

Veeco's net sales to foreign customersesgmted approximately 45% of Veeco's total nesdalethe three months ended March 31,
2002 and 41% for the comparable 2001 period. Theg2my expects that net sales to foreign customiirsamtinue to represent a large
percentage of Veeco's total net sales. Veeco'sates denominated in foreign currencies represexgprbximately 19% of Veeco's total net
sales for the three months ended March 31, 20@R15% for the comparable 2001 period. The aggrdoatégn currency exchange loss
included in determining consolidated results ofrafiens was immaterial during the three months dridarch 31, 2002, and was
$1.5 million, net of $0.9 million of realized gaina forward exchange contracts, for the three moatfded March 31, 2001. The change in
currency exchange rates that have the largest ingpattanslating Veeco's international operatingfipare the Japanese Yen and the Euro.
The Company estimates that based upon the Marc20B2, balance sheet, a 10% change in foreign ayrexchange rates would impact
reported operating profit by approximately $1.4limil. The Company believes that this quantitativeasure has inherent limitations because
it does not take into account any governmentabastdr changes in either customer purchasing pattarfinancing and operating strategies.
Veeco is exposed to financial market risks, inalgdthanges in foreign currency exchange rates. ifigate these risks, Veeco uses
derivative financial instruments. Veeco does net derivative financial instruments for speculativérading purposes. The Company en



into monthly forward contracts to reduce the effefdiuctuating foreign currencies on short-termefign currency-denominated intercompany
transactions and other known currency exposures.avkrage notional amount of such contracts waajppately $1.2 million for the three
months ended March 31, 2002. As of March 31, 2€8&e were no open forward contracts.
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PART Il. OTHER INFORMATION
Item 6. Exhibits and Reports on Form 8-K.
(@  Exhibits

Unless otherwise indicated, each of thtahg exhibits has been previously filed with tBecurities and Exchange Commission by the
Company under File No. 0-16244.

Number Exhibit Incorporated by Reference to the Following Documerst

10.1  Third Amendment dated as of February 7, 200B¢oGredit ~ Annual Report on Form 10-K for the Year Ended
Agreement, dated April 19, 2001 among Veeco Insamnis December 31, 2001
Inc., Fleet National Bank, as administrative agéht Chast  Exhibit 10.4
Manhattan Bank, as syndication agent, HSBC Bank USA
documentation agent and the lenders named the

10.z  Fourth Amendment dated as of March 20, 2002 taCiselit Annual Report on Form 10-K for the Year Ended
Agreement, dated April 19, 2001 among Veeco Insémnis December 31, 2001
Inc., Fleet National Bank, as administrative agéht Chast  Exhibit 10.5
Manhattan Bank, as syndication agent, HSBC Bank USA
documentation agent and the lenders named the

10.2  Security Agreement dated as of March 20, 2002 among *
Veeco Instruments Inc., the subsidiaries of Veeined
therein and Fleet National Bank, as administragigent.

* Filed herewith

(b) Reports on Form 8-K.
None.
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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: May 9, 2002

Veeco Instruments In

By: /s/ EDWARD H. BRAUN

Edward H. Braun
Chairman, Chief Executive Officer and President

By: /sl JOHN F. REIN, JR.



John F. Rein, Jr.
Executive Vice President, Chief Financial Officer, Treasurer
and Secretary
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Exhibit 10.3
SECURITY AGREEMENT

SECURITY AGREEMENT , dated as of March 20, 2002, by and among eattiecéntities identified on the signature page loeret
under the heading "Grantor" (each a "Grantor" aotlectively, the "Grantors") anBLEET NATIONAL BANK, as Administrative Agent
for the ratable benefit of the Lenders from timeitee party to the Credit Agreement referred tmbe{in such capacity, the "Secured Party").

RECITALS

A. Veeco Instruments Inc., a Delaware corporafibe "Company"), Fleet National Bank, as Adminis&a Agent, JPMorgan Chase
Bank (formerly known as The Chase Manhattan Baakyndication Agent, HSBC Bank USA, as Documemtialigent and the Lenders
party thereto have entered into a Credit Agreenuated as of April 19, 2001 (as the same has besrap be hereafter amended, modified,
restated or supplemented from time to time, theeti@rAgreement™) pursuant to which the Companyrkasived and will continue to receive
loans and other financial accommodations from teeders and will incur Obligations (as hereinafifirted).

B. To induce the Credit Parties to continue te@edtcredit to the Company on and after the datedfiers provided in the Credit
Agreement, each Grantor desires to grant the CRadities security and assurance in order to seélaneayment and performance of all
Obligations and to that effect to grant the Seciedy for the ratable benefit of the Credit Paridirst priority perfected security interest in
certain of its assets and, in connection therewdtlexecute and deliver this Agreement.

Accordingly, the parties hereto hereby agre follows:
DEFINITIONS

(a) Capitalized terms used herein andttwgrwise defined herein shall have the meaningigaad to such terms in the Uniform
Commercial Code as in effect in the State of NewkY(the "UCC").



(b) Capitalized terms used herein andotteérwise defined herein shall have the followingamings:

"Agreement " shall mean this Agreement and shall include miéadments, modifications and supplements heretslaallirefer to this
Agreement as the same may be in effect at thedimb reference becomes operative.

"Business Day " shall have the meaning assigned to such termerCredit Agreement.

"Collateral " shall mean the following personal property offe@rantor, wherever located, and whether now ovandtereafter
acquired or arising:

() Accounts;
(i) General Intangibles (to the extent arising from éwats); and

(i)  to the extent not listed above as original collatgeroceeds and products of the foregoing.
"Credit Party " means, collectively, the Administrative Agentetlssuing Lender and each of the Lenders.
"Default " shall have the meaning assigned to such terinerCredit Agreement.

"Event of Default " shall have the meaning assigned to such terinerCredit Agreement.

"Lenders" shall have the meaning assigned to such termeirCredit Agreement.

"Liens" shall have the meaning assigned to such tertnerCredit Agreement.

"Loan Documents " shall have the meaning assigned to such termerCredit Agreement.
"Loans" shall have the meaning assigned to such terindrCredit Agreement.
"Obligations" shall have the meaning assigned to such termeirCredit Agreement.
"Person " shall have the meaning assigned to such tertnerCredit Agreement.

(c) Terms Generally. The definitions of terms herein shall apply &tyuto the singular and plural forms of the terdedined.
Whenever the context may require, pronouns statéttei masculine, the feminine or neuter gendet si@lde the masculine, feminine and
the neuter. Except as otherwise herein specifigaliyided, each accounting term used herein shak lthe meaning given to it under
Generally Accepted Accounting Principles. The téimeluding” shall not be limited or exclusive, ustespecifically indicated to the contrary.
The word "will" shall be construed to have the san@aning as the word "shall". The words "hereih&réof' and "hereunder" and other
words of similar import refer to this Agreementsawhole, including the exhibits and schedules loeit of which are by this reference
incorporated into this Agreement.

I. SECURITY

SECTION 1.01. Grant of Security.  As security for the Obligations, each Granterdby transfers and assigns to the Secured Party
for the ratable benefit of the Credit Parties, grahts to the Secured Party for the ratable beokfite Credit Parties a security interest in, the
Collateral.

SECTION 1.02. Releaseand Satisfaction.  Upon the termination of this Agreement anditfizfeasible payment in full of the
Obligations (other than those which by their tesusrive the termination of this Agreement), thei8ed Party shall deliver to each Grantor,
upon request therefor and at such Grantor's expeglsases and satisfactions of all financing stat#s, notices of assignment and other
registrations of security.

II. REPRESENTATIONS AND WARRANTIES

SECTION 2.01. Representations and Warranties With Respect to Security.  Each Grantor hereby represents and warrarketo
Secured Party for the ratable benefit of the Credities as follows:

(@ Name. Each Grantor's exact legal name, state of paration or organization and organizational nunarerset forth o



Schedule A annexed hereto.

(b) Ownershipof Collateral. Each Grantor owns all of the Collateral, fred alear of all Liens, other than the Liens pereuitt
under Section 7.02 of the Credit Agreement.

(c) Accounts. Annexed hereto as Schedule A is a list ideimifythe chief executive office or principal pladeboisiness of each
Grantor and all addresses at which each Grantantaias books or records relating to its Accountsfabe date of this Agreement.

(d) TradeNames. Except as set forth on Schedule A annexed tiezath Grantor has not done during the five ypags to this
Agreement, and does not currently do, businessrdiadi#éious business names or trade names. No tBrdmas been known under any other
name during such five year period.

(e) Acquired Collateral. Except as set forth on Schedule A annexed dietfeg Collateral has been acquired or originateddzh
Grantor in the ordinary course of such Grantorsiress and was not acquired pursuant to any atiquisif all or a portion of the business of
any Person whether by merger, acquisition of assettherwise.

() Third Party Locations.  Except as set forth on Schedule A annexed dyemetCollateral is in the possession of, or urider
control of, any Person other than a Grantor oiSbeured Party.

(g) Enforceability of Security Interests.  Upon the execution of this Agreement by eacan®r and the filing of financing
statements properly describing the Collateral aedtifying such Grantor and the Secured Partyeénagbplicable jurisdiction required
pursuant to the UCC, security interests and lieastgd to the Secured Party under Section 1.0Dbhshall constitute valid, perfected and
first priority security interests and liens in aadhe Collateral of such Grantor, other than Getla which may not be perfected by filing
under the UCC, and subject to the Liens permittedymnt to Section 7.02 of the Credit Agreemengach case securing the payment of the
Obligations and enforceable against all third partexcept to the extent that enforcement mayntigelil by applicable bankruptcy,
reorganization, moratorium, insolvency and simidavs affecting creditors' rights generally or byiggple principles of general application,
regardless of whether considered in a proceediegjuity or at law.

Ill. COVENANTS OF GRANTORS

SECTION 3.01. Records; Location of Collateral.  During the term of this Agreement, (a) no Goaushall change the jurisdiction
its incorporation or organization or move its ctegtcutive office, principal place of business fiice at which is kept its books and records
(including computer printouts and programs) from libcations existing on the date hereof and liste&chedule A annexed hereto; and
(b) no Grantor shall change its corporate namaynraspect, unless, in each case of clauses (apabove, (i) such Grantor shall have
given the Secured Party thirty (30) Business Dayisl written notice of its intention to do so, id#ying the new location and providing such
other information as the Secured Party deems nagessd (ii) such Grantor shall have deliverethtoSecured Party such documentation, in
form and substance satisfactory to the Secure¢ Bad as required by the Secured Party, to preskev8ecured Party's security interest
hereunder in the Collateral.

SECTION 3.02. Further Actions.  Each Grantor agrees, upon the request of tber&e Party and at the Secured Party's option, to
take any and all other actions as the Secured Rayydetermine to be necessary or useful for tiaelamnent, perfection and first priority of,
and the ability of the Secured Party to enforce,3kcured Party's security interest hereundenjraad all of the Collateral, including witha
limitation, executing and delivering and where apiate, filing financing statements and amendmesitging thereto under the UCC to the
extent, if any, that such Grantor's signature i required therefor, causing the Secured RBargyne to be noted as Secured Party on any
certificate of title for a titled good if such néitan is a condition to attachment, perfection aogty of, or the ability of the Secured Party to
enforce, the Secured Party's security interestneler in such Collateral, (c) comply with any psion of any statute, regulation or treaty of
the United States as to any Collateral if compléawith such provision is a condition to attachmeuetfection or priority of, or ability of the
Secured Party to enforce the Secured Party's sgauerest hereunder in such Collateral, (d) obtej governmental and other third party
waivers, consents and approvals in form and substsatisfactory to the Secured Party, includingheit limitation, any consent of any
licensor, lessor or other persons obligated onaBzrhl and (e) obtaining waivers from mortgageeslandlords in form and substance
satisfactory to the Secured Party. Each Grantdhénrauthorizes the Secured Party to file initiahhcing statements describing the Collatt
and any amendments thereto and continuations thereo

SECTION 3.03. Inspection. Upon reasonable notice to a Grantor, the SddBagty may, during such Grantor's normal business
hours, examine and inspect any Collateral and magn@e, inspect and copy all books and records repect thereto or relevant to the
Obligations.



SECTION 3.04. Indemnification. Each Grantor agrees to indemnify the Securety Bad each Credit Party and hold it harmless
from and against any and all injuries, claims, dgesajudgments, liabilities, costs and expensesugiing, without limitation, reasonable fees
and disbursements of counsel), charges and encaogsavhich may be incurred by or asserted agdiessécured Party or any Credit Party
in connection with or arising out of any assertideclaration or defense of the Secured Party'swCaedit Party's rights or security interest
under the provisions of this Agreement or any ottean Document, permitting it to collect, settleamjust Accounts or to deal with account
debtors in any way or in connection with the reslian, repossession, safeguarding, insuring orr gitegection of the Collateral or in
connection with the collecting, perfecting or patileg the Secured Party's liens and security isterieereunder or under any other Loan
Document, except to the extent caused by the gregiigence or wilful misconduct of the Secured Yaty Credit Party, or any of their
respective representatives.

IV. POWER OF ATTORNEY; NOTICES

SECTION 4.01. Power of Attorney. Each Grantor hereby irrevocably constitutes apbints the Secured Party and any officer or
agent thereof, with full power of substitution,itsstrue and lawful attorneys-in-fact with full @vocable power and authority in the place and
stead of such Grantor or in the Secured Party'sramme, for the purpose of carrying out the termthisf Agreement, upon the occurrence
during the continuance of an Event of Defaultaketany and all appropriate action and to exeauteaad all documents and instruments that
may be necessary or useful to accomplish the pagpofthis Agreement and, without limiting the gextigy of the foregoing, hereby gives
said attorneys the power and right, on behalf efG@nantor, without notice to or assent by such @rato (a) endorse the name of such
Grantor on any checks, notes, drafts or other fafymyment or security that may come into the pssi®n of the Secured Party or any
affiliate of the Secured Party, to sign such Grastaame on invoices or bills-of-lading, drafts iaghcustomers, notices of assignment,
verifications and schedules, (b) sell, transfezdgke, make any arrangement with respect to orwibeispose of or deal with any of the
Collateral consistent with the UCC and (c) do aetd things which the Secured Party deems necessaseful to protect, preserve or realize
upon the Collateral and the Secured Party's sgdatérest therein. The powers granted herein,doedupled with an interest, are irrevocable
until all of the Obligations are indefeasibly paidfull and this Agreement is terminated. The paswewnferred on the Secured Party hereu
are solely to protect its and the Credit Parti@grests in the Collateral and shall not imposedanty upon it to exercise any such powers.
Neither the Secured Party nor any atto-in-fact shall be liable for any act or omissiorroe in judgment or mistake of law provided the
same is not the result of gross negligence oruwliftfisconduct.

SECTION 4.02. Notices. Upon the occurrence of an Event of Default,Seeured Party may notify account debtors and other
persons obligated on any of the Collateral thaiGb#ateral has been assigned to the Secured &adtyits security interest therein and to
direct such account debtors and other personsaibtigon any of the Collateral to make paymentiadrmbunts due or to become due a
Grantor directly to the Secured Party and upon satification and at such Grantor's expense toreefoollection of any such Collateral, and
to adjust, compromise or settle for cash, creddtberwise upon any terms the amount of paymemngtfieThe Secured Party may, at any |
following the occurrence of an Event of Defaultfifyothe Postal Service authorities to change tthérass of delivery of mail to an address
designated by the Secured Party. After the makirsgich a request or the giving of any such notiftcg each Grantor shall hold any
proceeds of collection of accounts, Chattel Pagemeral intangibles, instruments and other Cobéteceived by it as trustee for the Credit
Parties and the Secured Party without comminglivegseame with any other property or asset of suami@r and shall turn the same over to
the Secured Party in the identical form receivedether with any necessary endorsements or assigemde Secured Party shall apply the
proceeds of collection of such Collateral receiligdhe Secured Party to the Obligations, in sucleoas the Secured Party, in its sole
discretion, shall determine, such proceeds to Imeddiately credited after final payment in cashthieoimmediately available funds of the
items giving rise to them.

V. REMEDIES OF SECURED PARTY

SECTION 5.01. Enforcement. Upon the occurrence of an Event of Default,3eeured Party shall have, in addition to all sfaihc
the Credit Parties' other rights under this Agrertnaed the other Loan Documents by operation ofdawtherwise (which rights shall be
cumulative), all of the rights and remedies of eused party under the UCC and shall have the righthe extent permitted by law, without
charge, to enter any Grantor's premises, anditintimpletes the enforcement of its rights in thal&eral subject to its security interest
hereunder and the sale or other disposition ofpsiagerty subject thereto, take possession of stemipes without charge, rent or payment
therefor (through self help without judicial prosemnd without having first given notice or obtairgedorder of any court), or place custodians
in control thereof, remain on such premises andhesaame for the purpose of completing any wonlrogress, preparing any Collateral for
disposition, and disposing of or collecting any |&lral. Without limiting the foregoing, upon theooirrence of an Event of Default, the
Secured Party may, without demand, advertisingotice, all of which each Grantor hereby waives éptas the same may be required by
law), sell, lease, license or otherwise disposagnaff grant options to a third party to purchasesdehbcense or otherwise dispose of any and all
Collateral held by it or for its account at any &immr times in one or more public or private salestber dispositions, for cash, on credit or
otherwise, at such prices and upon such termseaSehured Party, in its sole discretion, deemssabieé. At any such sale the Collateral or
any portion thereof may be sold in one lot as divegy or in separate parcels as the Secured Ruaity sole discretion deems advisable. E



Grantor agrees that if notice of sale shall be ireduby law such requirement shall be met if suctice is mailed, postage prepaid, to such
Grantor at its address determined pursuant to @e6tD4 hereof or such other address as it may, raveiting, provided to the Secured
Party, at least ten (10) days before the time ofisale or disposition. The Secured Party may postpr adjourn any sale of any Collateral
from time to time by an announcement at the timie@Eace of the sale to be so postponed or adjoumigitbut being required to give a new
notice of sale. Notice of any public sale shalkhéficient if it describes the Collateral to bedal general terms, stating the amounts thereof,
the nature of the business in which such Collatees created and the location and nature of theapties covered by the other security
interests or mortgages and the prior liens therBoé. Secured Party or any Credit Party may be tinehaser at any such sale if it is public,
free from any right of redemption, which such Geargllso waives. Each Grantor with respect to itgprty constituting such Collateral, shall
be obligated for, and the proceeds of sale shadpptied first to, the costs of taking, assembliimgshing, collecting, refurbishing, storing,
guarding, insuring, preparing for sale, and seltimg Collateral, including the fees and disbursdmehattorneys, auctioneers, appraisers and
accountants employed by the Secured Party. Prosbadishen be applied to the payment, in whateveer the Secured Party may elect, of
all of the Obligations. The Secured Party shalinetany excess to such Grantor or to whomever radylly entitled to receive the same o1

a court of competent jurisdiction may direct. le #vent that the proceeds of any sale or otheosiispn of the Collateral are insufficient to
pay in full the Obligations, each Grantor shall e@émliable for any deficiency.

SECTION 5.02. Standardsfor Exercising Rightsand Remedies.  To the extent that applicable law imposes dutie the Secured
Party to exercise remedies in a commercially reglsienrmanner, each Grantor acknowledges and adraeis is not commercially
unreasonable for the Secured Party (a) to faih¢ar expenses reasonably deemed significant b@dleared Party to prepare Collateral for
disposition or otherwise to fail to complete rawtenal or work in process into finished goods drastfinished products for disposition, (b) to
fail to obtain third party consents for access tdl&@eral to be disposed of, or to obtain or, if required by other law, to fail to obtain
governmental or third party consents for the caibecor disposition of Collateral to be collecteddisposed of, (c) to fail to exercise
collection remedies against account debtors omgesons obligated on Collateral or to fail to o liens or encumbrances on or any
adverse claims against Collateral, (d) to exergidail to exercise collection remedies againsbact debtors and other persons obligated on
Collateral directly

or through the use of collection agencies and athBection specialists, (e) to advertise dispositi of Collateral through publications or
media of general circulation, whether or not thdlaieral is of a specialized nature, (f) to contaitter persons, whether or not in the same
business as any Grantor, for expressions of irtteregquiring all or any portion of the Collateréd) to hire one or more professional
auctioneers to assist in the disposition of Cotldtevhether or not the Collateral is of a spee&di nature, (h) to dispose of Collateral by
utilizing Internet sites that provide for the aoctiof assets of the types included in the Collataréhat have the reasonable capability of d
so, or that match buyers and sellers of asset® @ilspose of assets in wholesale rather thail retakets, (j) to disclaim disposition
warranties, (K) to purchase insurance or crediaroéments to insure the Secured Party and thet@adies against risk of loss, collectior
disposition of Collateral or to provide to the SestiParty and the Credit Parties a guaranteedrétom the collection or disposition of
Collateral, or (l) to the extent deemed approprist¢he Secured Party, to obtain the servicesladrdirokers, investment bankers, consultants
and other professionals to assist the Secured ettt collection or disposition of any of the atéral. Each Grantor acknowledges that the
purpose of this Section 5.02 is to provide non-estige indications of what actions or omissionghmsy Secured Party would fulfill the
Secured Party's duties under the UCC or undercgipé law of any other relevant jurisdiction in ®ecured Party's exercise of remedies
against the Collateral and that other actions assions by the Secured Party shall not be deeméadl i fulfill such duties solely on accot

of not being indicated in this Section 5.02. Withtinitation upon the foregoing, nothing containadhis Section 5.02 shall be construed to
grant any rights to any Grantor or to impose anyedwon the Secured Party or any Credit Partywlatid not have been granted or imposed
by this Agreement or by applicable law in the alogeof this Section 5.02.

SECTION 5.03. Waiver. Each Grantor waives any right, to the extempliapble law permits, to receive prior notice af agjudicial
or other hearing with respect to, any action ojyalgment remedy or proceeding by the Secured Ratgke possession, exercise control
over, or dispose of any item of the Collateralmy &nstance (regardless of where such Collatergl Inedlocated) where such action is
permitted under the terms of this Agreement ora@thgr Loan Document, or by applicable law, or & time, place or terms of sale in
connection with the exercise of the Secured Patigtés hereunder and such Grantor also waivethet@xtent permitted by law, any bond,
security or sureties required by any statute, ouletherwise by law as an incident to any takinpa@gsession by the Secured Party of property
subject to the Secured Party's Lien hereunder. Baahtor further waives any damages (direct, camsetipl or otherwise) occasioned by the
enforcement of the Secured Party's rights undsrAgreement and any other Loan Document includiegdking of possession of any
Collateral all to the extent that such waiver ismpiged by law and to the extent that such damagesot caused by the Secured Party's gross
negligence or willful misconduct. These waivers atidther waivers provided for in this Agreemendany other Loan Documents have
been negotiated by the parties and each Grantooad&dges that it has been represented by couhgelawn choice and has consulted such
counsel with respect to its rights hereunder.

SECTION 5.04. Other Rights.  Each Grantor agrees that the Secured Partyrsitdiave any obligation to preserve rights to any
Collateral against prior parties or to proceed fagainst any Collateral or to marshall any Coitaltef any kind for the benefit of any other
creditors of such Grantor or any other Person.

SECTION 5.05. Expenses. Each Grantor agrees that it shall pay on dentizerefor all costs and expenses incurred in anngndi
implementing, perfecting, collecting, defending¢ldeing and enforcing the Secured Party's rightssaturity interests in the Collateral
hereunder or under the Credit Agreement or anyrdtban Document or other instrument or agreemelineated in connection herewith



therewith, including, but not limited to, searclasl filings, and the Secured Party's reasonalienatis' fees (regardless of whether any
litigation is commenced, whether a default is dexdehereunder, and regardless of tribunal or jigtigoh).

6

VI. GENERAL PROVISIONS

SECTION 6.01. Termination. This Agreement shall remain in full force ariféet until all the Obligations shall have been
indefeasibly and fully paid and satisfied (othartlthose which by their terms survive terminatibthess Agreement) and the Credit
Agreement shall have expired or been terminatedamtd such time, the Secured Party shall retilisegurity in and title to all existing and
future Collateral held by it hereunder.

SECTION 6.02. RemediesCumulative. The Secured Party's rights and remedies uhteAgreement shall be cumulative and non-
exclusive of any other rights or remedies whiamdty have under the Credit Agreement, any other I@sument or any other agreement or
instrument, by operation of law or otherwise ang e exercised alternatively, successively or caeettly as the Secured Party may deem
expedient.

SECTION 6.03. Binding Effect.  This Agreement is entered into for, and stmalté to, the benefit of the parties hereto and the
Credit Parties and their successors and assigsisalltbe binding upon the said parties, their sasors and assigns. No Grantor shall assi
transfer any of its rights or obligations hereung&hout the prior written consent of the CredittRes and any attempted such assignment or
transfer without such consent shall be null and voi

SECTION 6.04. Notices. Wherever this Agreement provides for noticangy party (except as expressly provided to theraoyi, it
shall be in writing and given in the manner spedifin Section 10.01 of the Credit Agreement. Suaticas to each Grantor shall be delivered
to the address for notices set forth on Schedw@mexed hereto.

SECTION 6.05. Waiver. No delay or failure on the part of the SecuPedty in exercising any right, privilege, remedyoption
hereunder shall operate as a waiver of such op#rer right, privilege, remedy or option, and nawea shall be valid unless in writing and
signed by an officer of the Secured Party (actiiith the requisite consent of the Lenders as prakidghe Credit Agreement) and only to the
extent therein set forth.

SECTION 6.06. Maodificationsand Amendments.  This Agreement and the other agreements tohwihiefers constitute the
complete agreement between the parties with respeéicé subject matter hereof and may not be clhngedified, waived, amended or
terminated orally, but only by a writing signedthge party to be charged.

SECTION 6.07. Several Agreements. This Agreement shall constitute the joint aadesal obligations and agreements of each
Grantor, and may be amended, restated, supplementgtierwise modified from time to time, with regpto any Grantor without the
consent or approval of any other Grantor, and h stmendment, restatement, supplement or modditatiall be deemed to amend, restate,
supplement or modify the obligations of any othear@Gor hereunder.

SECTION 6.08. Survival of Representations and Warranties.  The representations and warranties of eacht@ramade or deemed
made herein shall survive the execution and dsfieéthis Agreement.

SECTION 6.09. Severability. Any provision of this Agreement held to be iligaillegal or unenforceable in any jurisdictiohagl,
in such jurisdiction, be ineffective to the extefsuch invalidity, illegality or unenforceabilityithout affecting the validity, legality and
enforceability of the remaining provisions herearfd the invalidity of a particular provision in arpicular jurisdiction shall not invalidate st
provision in any other jurisdiction.

SECTION 6.10. Applicable Law; Consent to Jurisdiction; Waiver of Jury Trial. THIS AGREEMENT SHALL BE
CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LA WS OF THE STATE OF NEW YORK WITHOUT
GIVING EFFECT TO PRINCIPLES OF CONFLICT OR CHOICE O F LAWS. EACH GRANTOR HEREBY IRREVOCABLY
SUBMITS TO THE JURISDICTION OF ANY FEDERAL OR STATE COURT IN THE STATE OF NEW YORK, COUNTY
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OF NEW YORK, COUNTY OF NASSAU OR COUNTY OF SUFFOLK IN ANY ACTION, SUIT OR PROCEEDING BROUGHT
AGAINST IT AND RELATED TO OR IN CONNECTION WITH THI S AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY, AND, TO THE EXTENT PERMITTED B Y APPLICABLE LAW, EACH GRANTOR HEREBY



WAIVES AND AGREES NOT TO ASSERT, BY WAY OF MOTION, AS A DEFENSE OR OTHERWISE IN ANY SUCH SUIT,
ACTION OR PROCEEDING, ANY CLAIM THAT IT IS NOT PERS ONALLY SUBJECT TO THE JURISDICTION OF SUCH
COURTS, THAT ANY SUCH SUIT, ACTION OR PROCEEDING IS BROUGHT IN AN INCONVENIENT FORUM, THAT THE
VENUE OF ANY SUCH SUIT, ACTION OR PROCEEDING IS IMP ROPER, OR THAT THIS AGREEMENT OR ANY
DOCUMENT OR ANY INSTRUMENT REFERRED TO HEREIN OR TH E SUBJECT MATTER HEREOF OR THEREOF MAY
NOT BE LITIGATED IN OR BY SUCH COURTS. TO THE EXTEN T PERMITTED BY APPLICABLE LAW, EACH GRANTOR
AGREES (i) NOT TO SEEK AND HEREBY WAIVES THE RIGHT TO ANY REVIEW OF THE JUDGMENT OF ANY SUCH
COURT BY ANY COURT OF ANY OTHER NATION OR JURISDICT I0ON WHICH MAY BE CALLED UPON TO GRANT AN
ENFORCEMENT OF SUCH JUDGMENT AND (ii) NOT TO ASSERT ANY COUNTERCLAIM IN ANY SUCH SUIT, ACTION OR
PROCEEDING. EACH GRANTOR AGREES THAT SERVICE OF PRO CESS MAY BE MADE UPON IT BY CERTIFIED OR
REGISTERED MAIL TO THE ADDRESS FOR NOTICES SET FORT H IN THIS AGREEMENT OR ANY METHOD
AUTHORIZED BY THE LAWS OF NEW YORK. EACH GRANTOR AN D THE SECURED PARTY EACH IRREVOCABLY
WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY ACTION, PR OCEEDING OR COUNTERCLAIM ARISING OUT OF OR
RELATING TO THIS AGREEMENT, ANY OTHER LOAN DOCUMENT OR THE TRANSACTIONS CONTEMPLATED
HEREBY OR THEREBY.

SECTION 6.11. Counterparts. This Agreement may be executed in two or moteterparts, each of which shall constitute an
original but all of which taken together shall ctittge one and the same agreement.

[THE NEXT PAGE IS THE SIGNATURE PAGE]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement éxdsguted by their officers thereunto duly authedtias
of the day and year first above written.

SECURED PARTY:

FLEET NATIONAL BANK,
as Administrative Agent

By: /sl AUTHORIZED SIGNATORY

GRANTORS:

VEECO INSTRUMENTS INC.

By: /s/ AUTHORIZED SIGNATORY

VEECO METROLOGY, LLC

By: VEECO INSTRUMENTS INC.,
its sole membe

By: /sl AUTHORIZED SIGNATORY

TULAKES REAL ESTATE
INVESTMENTS, INC.

By: /sl AUTHORIZED SIGNATORY
CVC, INC.
By: /s/ AUTHORIZED SIGNATORY

ROBIN HILL PROPERTIES, INC.

By: /s/ AUTHORIZED SIGNATORY

WYKO CORPORATION

By: /s/ AUTHORIZED SIGNATORY
ION TECH, INC.
By: /sl AUTHORIZED SIGNATORY

VEECO MINNEAPOLIS
TECHNOLOGY CENTER, INC.

By: /sl AUTHORIZED SIGNATORY
CVC PRODUCTS, INC.

By: /s/ AUTHORIZED SIGNATORY
APPLIED EPI, INC.

By: /s/ AUTHORIZED SIGNATORY
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