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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 JUNE 30, 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 Blvd. 11797
Woodbury, NY (zip code)

(Address of principal executive office

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

Indicate by check mark whether the Registranthél filed all reports required to be filed by Seti3 or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the registrant was reduodile such reports), and (2) has been

subject to such filing requirements for the pastiags:

Yes /x/ No//

29,134,679 shares of common stock, $0.01 par yaushare, were outstanding as of the close ohbasion July 30, 2002.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (the pB#") contains certain forward-looking statemeaiteut Veeco within the meaning of the
Private Securities Litigation Reform Act of 19956Be forward-looking statements involve risks anckutainties. Forward-looking
statements include expectations about market dondibr about market acceptance, expectationstofdisales or gross profits, possible or
assumed future results of operations of Veeco l@dtatements included in Items 2 and 3 hereafigdisas within this Report generally.
Forward-looking statements relate to expectati@ameerning matters that are not historical factsrd¥@r phrases such as "will likely result,"
"expect,” "will continue," "anticipate,” "believeéstimate," "intend," "plan," "project”" and similaxpressions are intended to identify
forward-looking statements. Actual results may vaaterially from those expressed in such forwamking statements as a result of various

factors, including:

. The fact that these forward-looking statementsaed on information of a preliminary nature whichy be subject to further



and continuing review and adjustment;

. The risk of favorable customer contracts expiringp@ng renewed on less attractive terms;

. Dependence on principal customers;

. Seasonality in the scientific research sector;

. The cyclical nature of the semiconductor, datasgfer telecommunications/wireless and scientifieaesh industries;
. Fluctuations in quarterly operating results;

. Risks associated with the acceptance of new prediycindividual 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#mnant's Discussion and Analysis of Financial Ciimaliand Results of

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

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

Veeco cautions you not to put undue rekame any forward-looking statement contained is Béport. The risk factors and cautionary
statements contained or referred to in this sedfauld be considered in connection with any sulesewritten or oral forward-looking
statements that Veeco or persons acting on itsfomlag issue. Except as otherwise required by f@ldscurities laws, Veeco has no inten
or obligation to update or revise any forward-loakstatement after this document is filed to reftee occurrence of unanticipated events or
to reflect events or circumstances after the dateltch such statement is made.
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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 (income) expense, net
Restructuring expense

Operating (loss) income from continuing operati
Interest expense (income), 1

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

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

Net (loss) incomi

(Loss) earnings per common she

(Loss) income per common share from continuing aeans
Loss from discontinued operatio

Net (loss) income per common sh

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

Diluted net (loss) income per common sh

Weighted average shares outstant
Diluted weighted average shares outstan

See Accompanying Notes.
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Three Months Ended

June 30,

2002 2001
$ 77,33¢ $ 112,09!
42,13; 58,95¢
35,20: 53,13¢
19,33t 20,71«
13,92¢ 14,80¢
3,172 881
(28%) 22€
1,05( 1,00(¢
(1,999 15,51:
1,471 (397)
(3,475 15,91(
(1,85¢) 5,43t
(1,619 10,47¢
— (475)
$ (1,619 $ 10,00(
| |
$ (0.06 $ 0.4z
— (0.02)
$ (0.06) $ 0.4C
$ (0.06) $ 0.4z
— (0.02)
$ (0.06) $ 0.4C
| |
29,08: 24,767
29,08: 25,21¢

Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Statements of Operations

(In thousands, except per share data)
(Unaudited)

Six Months Ended June 30,



2002 2001
Net sales $ 157,48t $ 237,48:
Cost of sale: 88,55 125,65:
Gross profit 68,93% 111,82¢
Costs and expense
Selling, general and administrative expense 38,37: 41,84¢
Research and development expense 27,257 29,91
Amortization expense 6,91¢ 2,313
Other (income) expense, net (23€) 1,632
Restructuring expense 1,881 1,00(¢
Operating (loss) income from continuing operati (5,262) 35,12(
Interest expense (income), | 2,96: (1,169
(Loss) income from continuing operations beforeome taxe: (8,225 36,28¢
Income tax (benefit) provisic (3,459 12,59:
(Loss) income from continuing operatic (4,777 23,69
Discontinued operation
Loss from discontinued operations, net of taxes — (81¢)
Loss on disposal of discontinued operations, néaxds (34€) —
Net (loss) incom $ (5,117 $ 22,87:
I I
(Loss) earnings per common she
(Loss) income per common share from continuing aeans $ (0.1¢) $ 0.9¢
Loss from discontinued operatio (0.02) (0.03)
Net (loss) income per common sh $ (0.1¢) $ 0.9:
Diluted (loss) income per common share from coritigwperation: $ (0.1¢) $ 0.94
Loss from discontinued operatio (0.02) (0.03)
Diluted net (loss) income per common sh $ (0.1¢) $ 0.91
I I
Weighted average shares outstant 29,05: 24,72:
Diluted weighted average shares outstan 29,05z 25,22:
See Accompanying Notes.
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Veeco Instruments Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(In thousands)
June 30, December 31,
2002 2001
(Unaudited)
Assets
Current Assets
Cash and cash equivalel $ 221,340 $ 203,15
Accounts receivable, n 73,02¢ 88,44¢
Inventories 104,16: 102,108
Prepaid expenses and other current a: 7,71 21,95



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 noi-current liabilities
Shareholders' equit

Total liabilities and shareholders' equ

54,161 46,83:

460,41« 462,49(

74,71 78,54

125,58 125,58t

30,45 23,51¢

61,40: 65,37¢

$ 752,56 $ 755,51
I I
$ 21,108 $ 19,657
44,60t 58,07(

6,751 14,56¢

9,597 12,17/

82,06+ 104,46°

234,72¢ 215,51¢

11,92¢ 11,56:

423,84¢ 423,97:

$ 752,56¢ $ 755,51¢
I I

See Accompanying Notes.
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Veeco Instruments Inc. and Subsidiaries

Condensed Consolidated Statements of Cash Flows

Net cash (used in) provided by operating activitie
Investing Activities

Capital expenditure

Proceeds from sale of industrial measurement bsis
Proceeds from sale of property, plant and equipi
Payment for net assets of businesses acq

Net purchases of sh-term investment

Net maturities of lon-term investment

Net cash provided by (used in) investing activi

Financing Activities

Proceeds from stock issuar
Repayment of lor-term debt, ne
Proceeds from issuance of l--term debi
Payment for debt issuance cc

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

(In thousands)

(Unaudited)
Six Months Ended
June 30,
2002 2001

$ (2,659 $ 8,40(
(4,247) (9,079
3,75(C —
1,79(C 11
— (7,529
— (739)
1,77¢ —
3,077 (17,329
082 2,35¢
(815) (809)
20,00( —
(1,260) —
18,90¢ 1,54¢
(1,139 4,197




Net change in cash and cash equival 18,18¢ (3,179
Cash and cash equivalents at beginning of p¢ 203,15 63,41¢

Cash and cash equivalents at end of pe $ 221,340 $ 60,24(

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 intdiancial information and with the instructionsRorm 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 includgukr@ting results for the six months ended Jun@02 are not necessarily indicative of
results that may be expected for the year endirge®éer 31, 2002. For further information, refethte 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 threbsixmonths ended June 30, 2002 was antidilutherefore diluted earnings per share is
not presented for such periods.

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

Three Months Ended Three Months Ended
June 30, June 30,
2002 2001 2002 2001
(In thousands) (In thousands)
Weighted average shares outstanc 29,08: 24,767 29,05 24,72
Dilutive effect of stock options and warra 44¢ - 50C
Diluted weighted average shares outstan 29,08: 25,21t 29,05: 25,22
I I I L

The assumed conversion of subordinatedeniiie notes is antidilutive for the three andsi@nths ended June 30, 2002 and therefore
is not included in the above diluted weighted agershares outstanding.

Note 2—Balance Sheet Information
Inventories

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

June 30, December 31,
2002 2001

(In thousands)

Raw material $ 58,88 $ 59,06
Work-in-progress 26,01: 26,06¢
Finished good 19,26¢ 16,97(

$ 104,16: $ 102,10:



Other Balance Sheet Information

June 30, December 31,
2002 2001

(In thousands)

Allowance for doubtful accoun $ 3,14¢ % 3,35(
Accumulated depreciation and amortization of propgalant and equipmel $ 61,11C $ 54,82¢
Accumulated amortization of intangible ass $ 20,09¢ $ 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
Process Corporate Restructuring
Equipment Metrology Amount Charges Total
Three Months Ended June 30, 200
Net sales $ 36,92: $ 40,41¢ $ — 3 — 3 77,33¢
Income (loss) from continuing operations
before interest, taxes and amortizat (2,39¢) 6,69¢ (2,075 (1,050 1,174
Three Months Ended June 30, 200
Net sales 73,24t 38,85( — — 112,09!
Income (loss) from continuing operations
before interest, taxes and amortizal 12,01« 6,14¢ (764) (1,000 16,39«
Six Months Ended June 30, 200
Net sales 81,77¢ 75,71: — — 157,48t
Income (loss) from continuing operations
before interest, taxes and amortizai (4,252 11,81¢ (4,020 (1,887 1,657
Total asset 309,31. 130,90¢ 312,34 — 752,56!
Six Months Ended June 30, 2001
Net sales 153,54: 83,93¢ — — 237,48:
Income (loss) from continuing operations
before interest, taxes and amortizat 28,31¢ 13,49: (3,372) (2,000 37,431
Total asset $ 183,59¢ $ 102,96: $ 154,26( $ — 3 440,82:

Note 4—Comprehensive Income (Loss)

Total comprehensive income (loss) was #iilBon and ($2.1) million for the three and six nths ended June 30, 2002, respectively,
and $9.7 million and $21.7 million for the threedagix months ended June 30, 2001, respectivelyer@tbmprehensive income (loss) is
comprised of foreign currency translation adjustteeminimum pension liability and net unrealizeddirng gains and losses on available-for-
sale 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 indefiniteels are no longer amortized under the provisiorthisfstandard. Intangible assets with
definite lives will continue to be

amortized over their estimated useful life. Thendtad also requires that an impairment test beopadd to support the carrying value



goodwill and indefinite lived intangible assetdestst annually.

The Company completed the first of the nemgimpairment 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 impairrnenaccordance with the standard. The four repgrtinits are New York Equipment and
Telecommunications Equipment, which comprise tlee@ss equipment operating segment, and Atomic Rdic®scope ("AFM") and
Optical, which comprise the metrology operatingrsegt. Based upon the independent appraisal arjddgenent of management, it was
determined that there is no impairment to goodarilintangibles with definite lives as of Januarp@02.

The following table outlines the componesftgoodwill and intangible assets by business ssgrat June 30, 2002 after the adoption of
the standard, in thousands:

Process Equipmen Metrology Unallocated

Segment Segment Corporate Total
Goodwill $ 102,80¢ $ 22,777 $ — % 125,58
Intangible asset 40,28t 11,91 7,11z 59,31:
Total $ 143,090 $ 34,69 $ 7,11 $ 184,89¢

Net income for the three and six monthseeintline 30, 2001, includes approximately $0.4 onilind $0.8 million of goodwill
amortization expense, respectively. Excluding traeunts would have resulted in net income per comshare and diluted net income per
common share of $0.42 and $0.41, and $0.96 and $@9pectively for the three and six months erlieet 30, 2001.

In January 2002, the Company adopted SFASLKA Accounting for the Impairment or Disposal of Long Lived Assets (FAS 144),
which addresses financial accounting and repoftnghe impairment or disposal of long-lived ass#td 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@aitin or results of operations.

Note 6—Recent Events
Restructuring

During the six months ended June 30, 20G2Company incurred a restructuring charge of@pprately $1.9 million related to the
reduction in work force announced in both the fouparter of 2001 and the first quarter of 2002th@f amount, approximately $1.1 million
was recorded in the second quarter of 2002. Theilllion charge includes severance related castagproximately 90 employees which
included both management and manufacturing emp$olpeated at each of the Company's process equipsperations, as well as at the
Company's Minnesota metrology facility. As of Jie 2002, approximately $0.7 million has been edeenrand approximately $1.2 million
remains accrued, which is expected to be paid duhia next six months.

During the year ended December 31, 20@.Cibmpany recorded restructuring charges of apprately $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 related to agdcancellations and the rationalization of cerfaiduct lines, $3.0 million

10

related to personnel and business relocation emst$3.4 million related to the write-down of loliged assets. The $3.0 million charge for
personnel and business relocation costs principelted to plant consolidations and a workforauotion of approximately 230 employees,
which included both management and manufacturingl@yaes located in all operations of the Compars/ofJune 30, 2002, approximately
$2.2 million of the $3.0 million charge for relo@at and termination benefits has been paid andoxppately $0.8 million remains accrued.
Of the $0.8 million, $0.3 million relates to renpdyments on a lease agreement for space thaoingahy has vacated and will be paid over
the next four years.

Discontinued Operations

In May 2002, the Company sold the remairadeéts industrial measurement business. Duringstkenonths ended June 30, 2002, the
Company recorded an additional loss on the disp@ishle discontinued operations of $0.3 milliont aktaxes of approximately $0.2 million.

Note i—Subsequent Event:



On July 11, 2002, the Company signed andefe merger agreement with FEI Company ("FEIf)Hillsboro, Oregon. Under the terms
of the agreement, FEI shareholders will receivé3 shares of Veeco common stock for each shar&lbédmmon stock outstanding. Based
upon FEl's approximately 32 million shares outstagdthe FEI shareholders will receive approximatet million Veeco shares. The mer¢
which will be accounted for under the purchase webtlis expected to close in the fourth quarterGifZ subject to the approval of
shareholders of both companies, certain regulappyovals and other customary closing conditioqmrconsummation of the merger, FEI
will become a whollypwned subsidiary of Veeco, and Veeco will be rerdivieeco FEI Inc. FEI designs, manufactures, markedsservice
products based on focused charged particle bedamdbmy. FEI's products include transmission e@attnicroscopes (TEM), scanning
electron microscopes (SEM), focused ion-beam sys{EiBs) and DualBeam systems that combine a Flhwo and a SEM column on a
single platform. FEI also designs, manufacturessatid certain components of electron microscopesFdBs to other manufacturers.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations.
Results of Operations.
Three Months Ended June 30, 2002 and 2001

Net sales of $77.3 million for the threentis ended June 30, 2002, represent a decrea84.8fillion, or 31%, from the 2001
comparable period sales of $112.1 million, resglfnincipally from a decrease in sales of procegspenent products. Sales in the U.S.,
Europe, Japan and Asia Pacific, accounted for 38%, 18% and 25%, respectively, of the Company'sales for the three months ended
June 30, 2002. Sales in the U.S. decreased 56%tfr@ecomparable 2001 period due to a 67% declitk$ process equipment sales,
particularly for sales of optical filter depositipnoducts to the telecommunications industry, alé agea 27% decrease in U.S. metrology
sales. Sales in Europe and Asia Pacific increagée a@nd 81%, respectively. The increase in Europeingipally a result of $3.7 million of
sales of molecular beam epitaxy (MBE) equipmendpoed by Veeco's Applied Epi subsidiary, which weguired by the Company in
September 2001. The increase in Asia Pacific iscfpally a result of an increase in etch and dejmsequipment sales to the data storage
industry, as well as an increase of $6.5 milliosétes of optical metrology products. Sales in dajecreased 49% from the 2001 comparable
period, due primarily to declines in sales in betth and deposition and optical filter depositiooducts. The Company believes that there
will continue to be quarter-to-quarter variationgtie geographic concentration of sales.

Process equipment sales of $36.9 milliortHe three months ended June 30, 2002, decregs&®bt3 million, or 50%, from the
comparable 2001 period. The decrease in procesgreent sales has resulted from a decline in sdleptical filter deposition equipment to
the telecommunications industry, as well as a @esgrén sales to the data storage industry. Metyadates of $40.4 million for the three
months ended June 30, 2002, increased slightly {#8) the comparable prior period sales of $38.Bioni

Veeco received $78.2 million of orders dgrthe three months ended June 30, 2002, a 3%aseccempared to $80.3 million of orders
for the comparable 2001 period. Process equipmeer® decreased 8% to $37.1 million, due to a dedti orders from optical
telecommunications and data storage customers.oi&elen Tech subsidiary had a decrease of $2.3omjlor 25%, in orders from the
comparable 2001 period. Etch and deposition equipmeers decreased 19% to $25.2 million from $34ililon for the comparable 2001
period. Metrology orders increased slightly (2%¥#1.1 million. The Company's book/bill ratio févetsecond quarter of 2002 was 1.01.

The order and sales declines are a rebtiieqggeneral economic slowdown that has had a signjficant impact on the
telecommunications, data storage and semicondowdkets that the Company serves.

The Company's backlog generally consisggrofluct orders for which a purchase order has besgived 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 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 ofrstde

Gross profit, as a percentage of net sideseased to 45.5%, for the second quarter of Z08¥®,47.4% for the comparable 2001 period.
The decline is attributable to the decrease irssadume of process equipment products.

12

Selling, general and administrative expsrefe$19.3 million for the three months ended J8®e2002, decreased by approximately
$1.4 million from the 2001 comparable period duegpally to cost reductions implemented by the @amy in the fourth quarter of 2001
and the first quarter of 2002, as well as a deer@aselling and commission expenses as a restheafecreased sales volume. The dect



is partially offset by the selling, general and austrative expenses of Veeco's Applied Epi and Midroscopes ("TM") subsidiaries, which
were acquired in the third quarter of 2001, and thad no comparable spending in the second qur2€01.

Research and development expenses of #1iBién for the three months ended June 30, 20@2rehsed by approximately $0.9 million,
or 6%, from the comparable period of 2001, due prilyto cost reduction efforts implemented by @@mpany in the fourth quarter of 2001
and the first quarter of 2002.

Amortization expense totaled $3.2 milliorthe three months ended June 30, 2002 comparbds@i® million in 2001. The increase is
due primarily to the intangible assets acquiredannection with the acquisitions of Applied Epi ard, offset in part by $0.4 million of
reduced amortization expense related to the actmurgquirement to no longer amortize goodwill geffve January 1, 2002, in accordance
with SFAS No. 142, Goodwill and Other Intangiblesats. Under SFAS No. 142, goodwill is to be revigwanually for impairment. As of
January 1, 2002, no impairment exists.

During the three months ended June 30, 20@2Company recorded a restructuring charge df illion. This charge includes
severance related costs for approximately 30 enagieywhich included both management and manufagterployees, located in each of
the Company's process equipment group and the gataenetrology facility. As of June 30, 2002, apjmaately $0.2 million has been
expended and approximately $0.9 million remaingueemnt.

Other (income) expense, net, for the tlmeaths ended June 30, 2002, decreased $0.5 nfilionthe comparable 2001 period due to
the decrease in foreign currency exchange losses.

Interest expense, net, of $1.5 milliontfee three months ended June 30, 2002 increasedrilidh from the comparable 2001 period as
a direct result of the issuance of $220.0 millié®d25% convertible subordinated notes, which oszliin December 2001 and
January 2002.

Income taxes for the three months ended 3002002, amounted to a $1.9 million income txdiit, or 53% of loss before income
taxes, as compared to a $5.4 million income taxipion, or 34% of income before income taxes, fer $ame period of 2001. The higher 1
statutory effective benefit rate of 53% in 2002 iesult of the impact of R&D tax credits alonghwibreign tax benefits.

Quarterly information for the three monémsled June 30, 2001, has been restated from #ndbpsly filed on the Quarterly Report on
Form 10-Q for such period, due to the required anting to reflect the discontinued operations & @ompany's industrial measurement
segment, which was recorded in the quarter endedrbleer 31, 2001.

Six Months Ended June 30, 2002 and 2001

Net sales were $157.5 million for the sianths ended June 30, 2002, representing a deareapproximately $80.0 million, or 34%,
from the comparable 2001 period. The decreasarigpily a result of a decrease in process equiprsales. Sales in the U.S., Europe, Japan
and Asia Pacific accounted for 46%, 17%, 17% arid,2@spectively, of the Company's net sales fostkenonths ended June 30, 2002.
Sales in the U.S. decreased by 47%, principally @sult of decreased process equipment salegdioébfiiter deposition products to the
telecommunications industry, as well as a declingailes to the data storage industry. Metrologgssalso decreased, primarily as a result of a
decline in sales to customers in the semiconductiustry. Sales in Europe remained relativelyftaen compared to the comparable 2001
period. Sales in Japan decreased by 49%, primasiby result of decreases in process equipment aalesll as decreased metrology sales
from the comparable
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2001 period. Asia Pacific sales increased by 45%cimally as a result of a 78% increase in proeeggpment sales, primarily from sales of
etch and deposition equipment to data storage mgst Metrology sales for Asia Pacific also incezhby 32% from the prior period, as a
result of increased sales of optical metrology potsl

Process equipment sales were $81.8 milbiothe six months ended June 30, 2002, a decrdaggproximately $71.8 million, or 47%,
from the comparable 2001 period. The decreasarsapity due to a decrease in process equipmens edl$89.3 million to the
telecommunications and data storage industriesebiii part by sales of $17.5 million of MBE equigmhproduced by Veeco's Applied Epi
subsidiary. Metrology sales for the six months ehdiene 30, 2002, were $75.7 million, a decreasgpfoximately $8.2 million, or 10%,
compared to the comparable 2001 period, reflecif&bo drop in sales of AFMs and a 13% decline incapmetrology sales.

Veeco received $148.5 million of orderstfoe six months ended June 30, 2002, a 22% decteaggared to $190.5 million of orders in
the comparable 2001 period. Process equipmentodisreased 33% to $75.6 million, principally refileg decreases in both
telecommunications and data storage orders. Metyaboders decreased 6% to $72.9 million, reflectirdpecrease in AFM orders. The
book/bill ratio for the six months ended June 3W)2was 0.94



Gross profit for the six months ended J8@e2002, as a percentage of net sales decread8®Bih, from 47.1% for the comparable 2
period. The decline from the prior period is priityaattributable to the volume decrease in proegsipment sales, in particular optical filter
deposition products to the telecommunications itrgus

Selling, general and administrative expsrefe$38.4 million for the six months ended JuneZ8D2, represent a decrease of
approximately $3.5 million, or 8%, from the comg&#ea2001 period, due principally to a decreaseelting and commission expense in
response to the decreased sales volume, as weelsaseduction efforts implemented by the Comparhé fourth quarter of 2001 and the
first quarter of 2002. The decrease is partialfgetfby the selling, general and administrativeegzges of Applied Epi and TM subsidiaries,
which were acquired by the Company in the thirdrgpraof 2001, and thus had no comparable spenditigei first six months of 2001.

Research and development expenses of #2lli@n for the six months ended June 30, 2002respnt a decrease of approximately
$2.7 million, or 9%, from the comparable period2601, as a result of the cost reduction effortslémented by the Company in the fourth
quarter of 2001 and the first quarter of 2002.

During the six months ended June 30, 206G2Company incurred restructuring charges of $ilfon in connection with a reduction in
work force announced in the fourth quarter of 2804 the first quarter of 2002. This charge incluskagerance related costs for
approximately 90 employees which included both rgangent and manufacturing employees located at@&atie Company's process
equipment operations and Minnesota metrology fgcifis of June 30, 2002, approximately $0.7 millleas been expended and
approximately $1.2 million remains accrued. Durihg year ended December 31, 2001, the Companydedeoestructuring charges of
approximately $20.0 million in response to the Bigant downturn in the telecommunications indusind the overall weak business
environment. These charges consisted of a $13l@mwrite-off of inventory related to order canieglons and the rationalization of certain
product lines, $3.0 million related to personnead énsiness relocation costs and $3.4 million rdlédethe write-down of long-lived assets.
The $3.0 million charge for personnel and busimeksation costs principally related to plant cditadions and a workforce reduction of
approximately 230 employees, which included botimage@ment and manufacturing employees located opaliations of the Company. As
of June 30, 2002, approximately $2.2 million of $80 million charge for relocation and terminatlmenefits has been paid and
approximately $0.8 million remains accrued.
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Amortization expense totaled $6.9 milliorthe six months ended June 30, 2002 comparedbd&ithmillion in 2001 period, due to the
acquisition of intangible assets discussed inlihegt-month results. This amount is offset in psu$®.8 million of reduced amortization
expense related to the accounting requirement torrger amortize goodwill, effective January 1, 20 accordance with SFAS No. 142,
Goodwill and Other Intangible Assets. Under SFAS NP, goodwill is to be reviewed annually for inmpaent. As of January 1, 2002, no
impairment exists.

Other (income) expense, net, for the sixithe ended June 30, 2002, decreased $1.9 million fhe comparable 2001 period due to the
foreign currency exchange losses experienced ifirftequarter of 2001, which did not occur in 2002

Interest expense, net, of $3.0 milliontfoe six months ended June 30, 2002, increasechdiflidn from the comparable 2001 period ¢
direct result of the issuance of $220.0 millioMdf25% convertible subordinated notes, which oecuim December 2001 and January 2002.

Income taxes for the six months ended 3&002, amounted to a $3.5 million income taxafignor 42% of loss before income taxes,
as compared to a $12.6 million income tax provis@B5% of income before income taxes, for theesaeriod of 2001.

Quarterly information for the six monthsled June 30, 2001, has been restated from thabpedy filed on the Quarterly Report on
Form 10-Q for such period, due to the required aoting to reflect the discontinued operations &f @ompany's industrial measurement
segment, which was recorded in the quarter endedrbleer 31, 2001.

Critical Accounting Policies

General: Veeco's discussion and analysis of its findraadition and results of operations are based(fEeco's consolidated
financial statements, which have been prepareddardance with accounting principles generally pteg in the United States. The
preparation of these financial statements reqeesco to make estimates and judgments that afieateported amounts of assets, liabilities,
revenues and expenses. On an on-going basis, nraeagievaluates its estimates and judgments, ingjuitiose related to 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 todmspnable 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. Company considers certain accounting
policies related to revenue recognition, the vadunadf 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.
Installation is not deemed to be essential to timetionality of the equipment since installatioredmot involve significant changes to the
features or capabilities of the equipment or baddtomplex interfaces and connections. In additioa.equipment could be installed by the
customer or other vendors and generally the cosistdllation approximates only 1% to 2% of theesalalue of the related equipment. For
new applications of the
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Company's existing products, for new products opfoducts with substantive customer acceptanceégioms where performance cannot be
fully assessed prior to meeting customer specifinatat the customer site, revenue is recognized spmpletion of installation and receipt
of final customer acceptance. Service and mainmaantract revenues are recorded as deferredueyemich is included in other accrued
expenses, and recognized as revenue on a sttaighiasis over the service period of the rela@utract. The Company provides for warra
costs at the time the related revenue is recognized

Inventory Valuation:  Inventories are stated at the lower of coshfpally first-in, first-out method) or market. Magement evaluates
the need to record adjustments for impairment eéiiory on a quarterly basis. The Company's paticg assess the valuation of all
inventories, including raw materials, work-in-pregs, finished goods and spare parts. Obsoletetimyeor inventory in excess of
management's estimated usage for the next 18 twoP#h's requirements is written-down to its estedanarket value, if less than its cost.
Inherent in the estimates of market value are mamagt's estimates related to Veeco's future manuifag schedules, customer demand,
technological and/or market obsolescence, posaltdenative uses and ultimate realization of exaassntory.

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 othepnfado determine the fair value of the respectisgets. Changes in strategy and/or market
conditions could significantly impact these assuong, and thus Veeco may be required, during tine@review process, to record an
impairment charge for these assets in accordartteSHAS No. 142.

Derivatives:.  During the six months ended June 30, 2002Cthrapany used derivative financial instruments toimize the impact of
foreign exchange rate changes on earnings andlocash In the normal course of business, operatamesexposed to fluctuations in foreign
exchange rates. In order to reduce the effectucfdhting foreign currencies on short-term foretgrrency-denominated intercompany
balances and other known foreign currency expostliesCompany enters into monthly forward contréetsich during the six months ended
June 30, 2002, included a majority of the Compafoysign subsidiaries). The Company does not usgat&ve financial instruments for
trading or speculative purposes. The Company'sdatwontracts do not subject it to material risiks th exchange rate movements because
gains and losses on these contracts are intenddts&t exchange gains and losses on the underhgagts and liabilities; both the forward
contracts and the underlying assets and liabiléresmarked-to-market through earnings

Liquidity and Capital Resources

Cash flows used in operations were $2.Tanifor the six months ended June 30, 2002, aspewed to cash flows from operations of
$8.4 million for the comparable 2001 period. Nefime adjusted for non-cash items provided operatast) flows of $3.6 million for the six
months ended June 30, 2002 compared to $41.5 mithiothe comparable 2001 period. The amount ofnmetme adjusted for nocash item
for the six months ended June 30, 2002 was offsankincrease in working capital of $6.2 millionc@unts receivable for the six months
ended June 30, 2002 decreased by $19.1 milliomgpily as a result of the decrease in sales voliname the fourth quarter of 2001. Deferred
gross profit for the six months ended June 30, 2i2eased by $7.8 million, primarily as a restitewenue recognition on tools that
received final customer acceptance. Accrued expemse other current liabilities decreased $17.8anjlprimarily as a result of income tax
payments made by the Company's Japanese subsatiaryarious other tax payments made in the fixan®nths of 2002 related to sales i
foreign taxes. In addition, accrued expenses dsetkas a result of bonuses
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paid in the first quarter of 2002 and the decréasecrued commission expense and customer depekited to the decline in sales volume
and orders.

Cash flows from investing activities of $3nillion for the six months ended June 30, 2008,aresult of the proceeds from the sale of
the Company's industrial measurement business.@friBlion, which closed in May 2002, proceeds frtime sale of property, plant a



equipment of $1.8 million and maturities of longateinvestments of $1.8 million, offset by capitapenditures of $4.2 million.

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 those notesspant to the exercise of an 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 wiluféicient to provide for the payment in full ofettfirst six scheduled interest payments due on
the notes and represent restricted investmentsfirBihénterest payment was made on June 21, 2082e amount of $4.5 million.

Funds from operations, the use of proceedsived from the issuance of the subordinatedsrinteonnection with the exercise of the
over-allotment option in January 2002 and the nitasrof long-term investments were used to paycapital expenditures and the scheduled
repayment of long-term debt.

At June 30, 2002, Veeco's contractual cdtigations and commitments relating to its debigations 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 $ 238,24t $ 35651¢ $ 259 $ 1261 $ 230,87
Operating lease 16,24: 1,637 4,55¢ 3,20¢ 6,841
Letters of credi 3,28: 3,271 12 — —
$ 257,77. $ 8,427 $ 7,168 % 446 $ 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.

ltem 3. Quantitative and Qualitative Disclosure Abait Market Risk.

Veeco's net sales to foreign customersessmted approximately 64% and 54% of Veeco's tetiadales for the three and six months
ended June 30, 2002, respectively, and 44% andfd2ete three and six months ended June 30, 2@8pectively. The Company expects
that net sales to foreign customers will contiruespresent a large percentage of Veeco's totalates. Veeco's net sales denominated in
foreign currencies represented approximately 20%e&fco's total net sales for both the three andnsinths ended June 30, 2002,
respectively, and 12% and 14% for the three andnsirths ended June 30, 2001, respectively. Theeggtg foreign currency exchange gain
included in determining consolidated results ofrafiens was $0.2 million, net of $0.5 million ofatzed hedging losses in the three months
ended June 30, 2002. The aggregate foreign curexathyange loss in the first quarter of 2002 was @temal. The aggregate foreign currel
exchange loss included in determining consolidagsdlts of operations was $0.3 million and $1.7iam| net of $0.1 million and
$1.0 million of realized hedging gains in the thegel six months ended June 30, 2001, respectiVelyco is exposed to financial market
risks, including changes in foreign currency exgwarates. To mitigate these risks, Veeco usesataré/financial instruments. Veeco does
not use derivative financial
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instruments for speculative or trading purposeg Tbmpany enters into monthly forward contractethice the effect of fluctuating foreign
currencies on short-term foreign currency-denonaithdtercompany balances and other known currexgpgseires. The average notional
amount of such contracts was approximately $2.lianiand $1.6 million for the three and six monémsled June 30, 2002, respectively. As
of June 30, 2002, there were no open forward cotstrahe change in currency exchange rates thahkdargest impact on translating
Veeco's international operating profit are the daga Yen and the Euro. The Company estimates disathupon the June 30, 2002 balance
sheet, a 10% change in foreign currency exchartge veould be immaterial to reported operating prdfie Company believes that this
guantitative measure has inherent limitations beedtudoes not take into account any governmeutadres or changes in either customer
purchasing patterns or financing and operatingesjias.

Part II. Other Information
Item 4. Submission of Matters to a Vote of Securityolders

The annual meeting of stockholders of tbenany was held on May 10, 2002. The matters voteat the meeting were: (a) the elec



of three directors: (i) Joel A. Elftmann, (ii) Pl Low, and (iii) Walter J. Scherr; (b) the appaibef an amendment to the Veeco
Instruments Inc. 2000 Stock Option Plan; (c) therapal of an amendment to the Company's Certifiodlacorporation; and (d) the
ratification of the Board's appointment of Ernsy&ung as the independent auditors of the Compdimgacial statements for the year end
December 31, 2002. As of the record date for thetimg, there were 29,027,006 shares of common stotstanding, each of which was
entitled to one vote with respect to each of thétensivoted on at the meeting. The results of titeng were as follows:

Broker Non-

Matter For Withheld/Against Abstained Votes

@) 22,678,94 318,59t 0 0
(a)(ii) 22,678,94 318,59¢ 0 0
(a)(iii) 22,678,94 318,59t 0 0
(b) 12,469,51 3,997,191 300,34 6,230,48:
(c) 22,272,04 710,91: 14,58( 0
(d) 22,407,78 569,86 19,89( 0

Item 5. Other Information

On July 11, 2002, the Company signed andefée merger agreement with FEI Company ("FEIf)Hillsboro, Oregon. Under the terms
of the agreement, FEI shareholders will receivé3 shares of Veeco common stock for each shar&lbédmmon stock outstanding. Based
upon FEI's approximately 32.0 million shares outdiag, the FEI shareholders will receive approxehati4.0 million Veeco shares. The
merger, which will be accounted for under the pasghmethod, is expected to close in the fourthtguaf 2002, subject to the approval of
shareholders of both companies, certain regulappyovals and other customary closing conditioqmrconsummation of the merger, FEI
will become a whollypwned subsidiary of Veeco, and Veeco will be rerdivieeco FEI Inc. FEI designs, manufactures, markedsservice
products based on focused charged particle beamdbgy. FEI's products include transmission e@ttnicroscopes (TEM), scanning
electron microscopes (SEM), focused ion-beam sys{EiiBs) and DualBeam systems that combine a Fléhwo and a SEM column on a
single platform. FEI also designs, manufacturessatid certain components of electron microscopesFdBs to other manufacturers.

On August 12, 2002, in connection with pineposed merger, the Company and FEI filed withSBRE a joint proxy
statement/registration statement on Form S-4 coingia prospectus relating to the
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shares of the Company's common stock to be issuEHlts shareholders. Investors and security hsldex urged to read the joint proxy
statement/registration statement because it cantaiportant information about the proposed mergeestors and security holders may
obtain copies of this document, as well as otheZ 8kings of the Company and FEl, free of chargenirthe SEC's website at www.sec.gov,
as well as from the applicable company by directingquest to Investor Relations for the CompanggE6) 677-0200, Ext. 1403 and to
Investor Relations for FEI, at (503) 640-7500, E£827.

This report does not constitute an offeaiy securities for sale.
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Item 6. Exhibits and Reports on Form 8-K.
Exhibits:
(a) Exhibits

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

Incorporated by Reference
Number Description to the Following Document:

2.1 Agreement and Plan of Merger, dated aslgfl1l, 2002, Registration Statement on Form S-4 (File Numi3&-3
among Veeco Instruments Inc., Venice AcquisitiompCo 97977) filed August 12, 2002, Exhibit 2.1
and FEI Company



2.2

Voting Agreement, dated as of July 11, 2002, betwee
Veeco Instruments Inc. and the shareholders of FEI
Company listed on Schedule A attached the!

Current Report on Form 8-K/A filed July 22, 2002,
Exhibit 2.2

2.3 Voting Agreement, dated as of July 11, 2002, betwee Current Report on Form 8-K filed July 12, 2002,
Veeco Instruments Inc. and Philips Business Elaats Exhibit 2.3
International B.V
2.4 Investor Agreement, dated as of July 11, 2002, etw Current Report on Form 8-K filed July 12, 2002,
Veeco Instruments Inc. and Philips Business Eleatso Exhibit 2.4
International B.V
4.1 Amendment No. 2 to the Rights Agreement, datedas o Current Report on Form 8-K filed July 12, 2002,
July 11, 2002, between Veeco Instruments Inc. and Exhibit 4.1
American Stock Transfer and Trust Compe
10.1 Amendment No. 2 to the Veeco Instruments Inc. 2000 Registration Statement on Form S-8 (File Number 333
Stock Option Plan, effective May 10, 20( 88946) filed May 23, 2002, Exhibit 4
10.2 Amendment To Loan Documents effective as of *
September 17, 2001, by and between Jackson Natideal
Insurance Company, as Lender, and Applied Epi, bg.
Borrower (executed in June 200
10.3 Employment Agreement, dated as of July 11, 200&yder  Current Report on Form 8-K filed July 12, 2002,
Vahé A. Sarkissian and Veeco Instruments | Exhibit 10.1
10.4 Employment Agreement, dated as of July 11, 200&yde  Current Report on Form 8-K filed July 12, 2002,
Edward H. Braun and Veeco Instruments Exhibit 10.2
990.1 Certification of Chief Executive Officer Pursuant18 *
U.S.C. Section 1350, as Adopted Pursuant to Se@férof
the Sarban«Oxley Act of 2002
20
99.2 Certification of Chief Financial Officer Pursuant18 *
U.S.C. Section 1350, as Adopted Pursuant to Se@férof
the Sarban«Oxley Act of 2002
* Filed herewith

(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 AcquisitiomgCand 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.
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SIGNATURES

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



Date: August 14, 200

VEECO INSTRUMENTS INC.

By: /s/ EDWARD H. BRAUN

Edward H. Braun
Chairman, Chief Executive Officer
and Presider

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

John F. Rein, Jr.
Executive Vice President, Chief Financial Officer,
Treasurer and Secrete
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EXHIBIT INDEX

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

Incorporated by Reference

Number Description to the Following Document:
2.1 Agreement and Plan of Merger, dated asllgflil, 2002, Registration Statement on Form S-4 (File Num!33-3
among Veeco Instruments Inc., Venice AcquisitiompgCo 97977) filed August 12, 2002, Exhibit 2.1
and FEI Company
2.2 Voting Agreement, dated as of July 11, 2002, betwee Current Report on Form 8-K/A filed July 22, 2002,
Veeco Instruments Inc. and the shareholders of FEI Exhibit 2.2
Company listed on Schedule A attached the!
2.3 Voting Agreement, dated as of July 11, 2002, betwee Current Report on Form 8-K filed July 12, 2002,
Veeco Instruments Inc. and Philips Business Elaats Exhibit 2.3
International B.V
2.4 Investor Agreement, dated as of July 11, 2002, etw Current Report on Form 8-K filed July 12, 2002,
Veeco Instruments Inc. and Philips Business Elaats Exhibit 2.4
International B.V
4.1 Amendment No. 2 to the Rights Agreement, datedas o Current Report on Form 8-K filed July 12, 2002,
July 11, 2002, between Veeco Instruments Inc. and Exhibit 4.1
American Stock Transfer and Trust Compe
10.1 Amendment No. 2 to the Veeco Instruments Inc. 2000 Registration Statement on Form S-8 (File Number 333
Stock Option Plan, effective May 10, 20( 88946) filed May 23, 2002, Exhibit 4
10.2 Amendment To Loan Documents effective as of *
September 17, 2001, by and between Jackson Natideal
Insurance Company, as Lender, and Applied Epi, bg.
Borrower (executed in June 200
10.3 Employment Agreement, dated as of July 11, 200&yde  Current Report on Form 8-K filed July 12, 2002,
Vahe A. Sarkissian and Veeco Instruments | Exhibit 10.1
10.4 Employment Agreement, dated as of July 11, 200&yder  Current Report on Form 8-K filed July 12, 2002,
Edward H. Braun and Veeco Instruments Exhibit 10.2
99.1 Certification of Chief Executive Officer Pursuant18 *

99.2

U.S.C. Section 1350, as Adopted Pursuant to Se8i6roi
the Sarban«-Oxley Act of 200z

Certification of Chief Financial Officer Pursuant18



U.S.C. Section 1350, as Adopted Pursuant to Se8i6roi
the Sarban«-Oxley Act of 2002
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Exhibit 10.2
AMENDMENT TO LOAN DOCUMENTS

THIS AMENDMENT TO LOAN DOCUMENTS ("this Amedment"), made and entered into effective as oflitte day of September,
2001, by and betweelACKSON NATIONAL LIFE INSURANCE COMPANY , a Michigan corporation ("Lender"), akdPPLIED
EPI, INC. , a Minnesota corporation ("Borrower").

WITNESSETH THAT:

WHEREAS, Lender and Borrower are partiethéd certain Loan Agreement (the "Loan Agreemetiéifed December 15, 1999, with
respect to a loan in the amount of $4,500,000 nbgdeender to Borrower; and

WHEREAS, Lender and Borrower desire to atintiie Loan Agreement and the other Loan Documaeastsiéfined in the Loan
Agreement) in certain respects, all as more pdsilyuhereinafter set forth;

NOW, THEREFORE, in consideration of theefgming and of the mutual covenants and agreementained herein and other good and
valuable consideration, the receipt and sufficieoicywhich are hereby acknowledged, Lender and Begrdiereby covenant and agree as
follows:

1. Capitalized Terms.  Any capitalized term used herein and not otlieewlefined herein shall have the meaning ascitibedch term
in the Loan Agreement.

2. Amendmentsto Loan Agreement.  The Loan Agreement shall be and hereby is apttad follows:

(@  Without limiting the generality of the definitiorf tEnvironmental Indemnity Agreement" containedfie Loan Agreement,
Borrower and Lender hereby agree that such terfhisblude, without limitation, (i) that certain Eitonmental Indemnity
Agreement dated December 15, 1999, executed by®errand Chorus International Corporation, EPI lpard_td., Paul E.
Colombo, Frank C. Kraemer and David G. Reamervorfaf Lender (the liability thereunder of all sugarties other than
Borrower having been released by instrument effeas of September 17, 2001); and (ii) that cefE@wnironmental Indemnit
Agreement dated as of September 17, 2001, exebyt®@eco Instruments Inc. in favor of Lender.

(b)  Without limiting the generality of the definitiorf 8@Guaranty” contained in the Loan Agreement, Bareoand Lender hereby
agree that such term shall include, without linnitat (i) that certain Guaranty dated December $99] executed by Chorus
International Corporation, EPI Europe, Ltd., PauCBlombo, Frank C. Kraemer and David G. Reamdawnmor of the Lender
(the liability thereunder of all such parties haylmeen released by instrument effective as of &dpe 17, 2001); and (i) that
certain Guaranty dated as of September 17, 20@tuéxd by Veeco Instruments Inc. in favor of Lender

(c) Without limiting the generality of the definitiorf tindemnification Agreement" contained in the Loagreement, Borrower
and Lender hereby agree that such term shall iechvithout limitation, (i) that certain Indemnifittan Agreement dated
December 15, 1999, executed by Chorus Internati@ogboration, EPI Europe, Ltd., Paul E. Colomb@riteC. Kraemer and
David G. Reamer in favor of the Lender (the lighithereunder of all such parties having been sglddy instrument effective
as September 17, 2001); and (i) that certain Imioation Agreement dated as of September 17, 2804cuted by Veeco
Instruments Inc. in favor of Lender.

(d)  The definition of "Indemnitor" contained in the LloAgreement shall be and hereby is amended toingtglentirety as



follows:
"Indemnitor: Veeco Instruments Inc., a Delaware corporation.”

(e) So long as the financial condition and performasfcBorrower is reported on a consolidated basis Witlemnitor, the
requirements of Section 3.13 of the Loan Agreemsétitt respect to financial statements of Borrowealsbe deemed met if
financial statements of Indemnitor meeting the nesments of said Section 3.13 with respect to fai@rstatements of
Borrower are provided at the times that financiatesnents of Borrower are required to be providedien said Section 3.13.

3. Amendments to Other Loan Documents.  All references to the "Loan Agreement" contdiimethe Note, the Mortgage and the other
Loan Documents shall mean and refer to the Loarément, as amended hereby, and as the same mayelaédr supplemented or
amended from time to time in writing.

4, Ratification and Confirmation.  Except as specifically amended and modifie@inethe Loan Agreement and the other Loan
Documents shall be and remain in full force anédtffand are hereby ratified and confirmed inesdpects.

5. Consents.  If and to the extent required by the Loan Doeunts, Lender hereby consents to (i) the mergemofdsver with and into a
wholly-owned subsidiary of Veeco Instruments Ined ghe transactions contemplated thereby; (ii)dissolution of Applied Epi
International, Inc. (f/k/a Chorus International @oration), and the dissolution of Applied Epi Eugpnc. (f/k/a Epi Europe, Ltd.), or
the combination of Applied Epi Europe, Inc. withrBmwer or affiliates of Borrower (whether by mergsale of assets or otherwise);
and (iii) the payment, on or about September 18120y Borrower to certain of its officers and starlders of subordinated debt in
the amount of $5,000,000.00.

6. Counterparts.  This Amendment may be executed simultaneounstyw® or more counterparts each of which shall éenaed an
original, but all of which shall constitute one ahé same Amendment.

IN WITNESS WHEREOF, the parties hereto heaesed this Amendment to be duly executed aseoddly and year first above written.

JACKSON NATIONAL LIFE INSURANCE
COMPANY

PPM Finance, Inc., its Age

By: /sl AUTHORIZED SIGNATORY

Its: Authorized Signatory
APPLIED EPI, INC.

By: /sl AUTHORIZED SIGNATORY

Its: Authorized Signatory

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 ReporMgfeco Instruments Inc. (the "Company") on Form 1fhe period ended June 30, 2002 as
filed with the Securities and Exchange Commissiothe date hereof (the "Report"), |, Edward H. Bra@hairman, Chief Executive Officer
and President of the Company, certify, pursuaidi8t®).S.C. Section 1350, as adopted pursuant tadBe2d6 of the Sarbanes-Oxley Act of
2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; and

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



/s/ EDWARD H. BRAUN

Edward H. Braun

Chairman, Chief Executive Officer and President
Veeco Instruments Inc.

August 14, 200:

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 ReporMgfeco Instruments Inc. (the "Company") on Form 1fhe period ended June 30, 2002 as
filed with the Securities and Exchange Commissionhe date hereof (the "Report"), I, John F. Réin,Executive Vice President, Chief
Financial Officer, Treasurer and Secretary of thenPany, certify, pursuant to 18 U.S.C. Section 1280adopted 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 Exchangeoh1934; and

(2) The information contained in the Report fairly grets, in all material respects, the financial cbadiand 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 Inc.

August 14, 200:

End of Filing
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