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. Ultratech

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TOBEHELD ON JULY 18, 2006

TO THE STOCKHOLDERS OF ULTRATECH, INC.:

NOTICE IS HEREBY GIVEN that the Annual Meeting afoSkholders of Ultratech, Inc., a Delaware corporafthe “Company”), will
be held on July 18, 2006, at 2:00 p.m. local tisiehe Company’s corporate offices located at Bogd®, 2880 Junction Avenue, San Jose,
California 95134, for the following purposes, asrenfully described in the Proxy Statement accompanthis Notice:

1. To elect four (4) directors to serve fag msuing two years until the expiration of theimis in 2008, or until their successors
are duly elected and qualified;

2.  Toratify the appointment of Ernst & YouhgP as independent auditors of the Company foffidwal year ending
December 31, 2006; and

3.  Totransact such other business as mayegdyopome before the meeting or any adjournmeostponement thereof,
including the election of any director if any okthbove nominees is unable to serve or for goosecaill not serve.

Only stockholders of record at the close of busirmsMay 30, 2006 are entitled to notice of anddie at the Annual Meeting. The
stock transfer books will not be closed betweernréiterd date and the date of the meeting. A listo¢kholders entitled to vote at the Annual
Meeting will be available for inspection at the extive offices of the Company for a period of t&é0)(days before the Annual Meeting.

All stockholders are cordially invited to attenatimeeting in person. Whether or not you plan tenalt please submit your proxy over
the Internet, by telephone or by signing and rehgrthe enclosed proxy as promptly as possiblaénenvelope enclosed for your
convenience. Should you receive more than one poexguse your shares are registered in differenesand addresses, each proxy should
be submitted over the Internet, by telephone amby to ensure that all your shares will be votédu may revoke your proxy at any time
prior to the Annual Meeting. If you attend the AmhMeeting and vote by ballot, your proxy will bevoked automatically and only your vc
at the Annual Meeting will be counted.

Sincerely,

W

Arthur W. Zafiropoula
Chairman of the Board and Chief Executive Offi
June 8, 200!

YOUR VOTE ISVERY IMPORTANT, REGARDLESS OF THE NUMBER OF SHARES YOU
OWN. PLEASE READ THE ATTACHED PROXY STATEMENT CAREFULLY AND SUBMIT
YOUR PROXY OVER THE INTERNET, BY TELEPHONE, OR BY COMPLETING, SIGNING
AND DATING THE ENCLOSED PROXY CARD ASPROMPTLY ASPOSSIBLE AND
RETURNING IT IN THE ENCLOSED ENVELOPE.




ULTRATECH, INC.
3050 Zanker Road
San Jose, California 95134

PROXY STATEMENT
FOR THE ANNUAL MEETING OF STOCKHOLDERS
TOBEHELD ON JULY 18, 2006

General

The enclosed proxy (“Proxy”) is solicited on behafithe Board of Directors of Ultratech, Inc., al®gare corporation (the “Company”),
for use at the Annual Meeting of Stockholders tdekl on July 18, 2006 (the “Annual Meeting”), oraay adjournment or postponement
thereof. The Annual Meeting will be held at 2:0éhpat the Company’s corporate offices located aldBwg 2, 2880 Junction Avenue, San
Jose, California 95134. These proxy solicitatiortarials were mailed on or about June 8, 2006 tetatikholders entitled to vote at the
Annual Meeting.

Voting

The specific proposals to be considered and agied at the Annual Meeting are summarized in thempanying Notice and are
described in more detail in this Proxy StatememtMay 30, 2006, the record date for determinatibstackholders entitled to notice of and
to vote at the Annual Meeting, approximately 23,95% shares of the Company’s common stock, $.00%glae (“Common Stock”), were
issued and outstanding, and there were approxiyna8& holders of record of the Company’s Commortkstdlo shares of the Company’s
preferred stock were outstanding. Each stockhasdentitled to one vote for each share of CommariSheld by such stockholder on
May 30, 2006. Stockholders may not cumulate votdké election of directors.

All votes will be tabulated by the inspector ofalens appointed for the meeting who will sepasatabulate affirmative and negative
votes, abstentions and broker non-votes. Brokervotes are shares which are not voted by the brnwkeris the record holder of the shares
because the broker does not receive voting ingtnEfrom the beneficial owners of those sharedoas not vote the shares in other
circumstances in which proxy authority is defectivehas been withheld with respect to any mattéed@ors are elected by a plurality vote.
The other matters submitted for stockholder apgdravthis Annual Meeting will be decided by theiaffative vote of the holders of a
majority of shares present in person or represdnggatoxy and entitled to vote on such matter. Weéthard to the election of directors, votes
may be cast in favor of or withheld from each noseinvotes that are withheld will be excluded ehtifeom the vote and will have no effect.
Abstentions and broker narstes are counted as present for purposes of dieiaegrthe presence or absence of a quorum for#mesaction ¢
business. Abstentions with respect to any mattegradhan the election of directors will be treadasdshares present or represented and entitlec
to vote on that matter and will thus have the saeffext as negative votes. Broker non-votes are ddamt to be entitled to vote on the matter
and accordingly are not counted for purposes ardehing whether stockholder approval of that nrdites been obtained.

Revocability of Proxies

If the enclosed form of proxy is properly signedlaaturned or if you submit your proxy and votimgtructions over the Internet or by
telephone, the shares represented thereby wilbtemhat the Annual Meeting in accordance with tistriictions specified thereon.
Stockholders submitting proxies over the Internmdtyotelephone should not mail the proxy votingrinstion form. If the proxy does not
specify how the shares represented thereby are voted, the proxy will be voted FOR the electibreach director proposed by the Board
unless the authority to vote for the election of aanch director is withheld and, if no contrarytinstions are given, the proxy will be voted
FOR the approval of the other matters describéddraccompanying Notice and Proxy Statement arttl,n@gpect to any other proposals
properly brought before the Annual Meeting, asBbard of Directors recommends. If you vote youngrby mail, you may revoke or
change your proxy at any time before the Annual tMigeby filing with




the Secretary of the Company at the Company’s ipéhexecutive offices, a notice of revocation nother signed proxy with a later date. If
you choose to vote your proxy over the Interndiytelephone, you can change your vote by votirajragsing the same method used for
original vote (i.e., over the Internet or by telepk) so long as you retain the proxy card referengour voter control number. You may also
revoke your proxy by attending the Annual Meetimg &oting in person.

Solicitation

The Company will bear the entire cost of solic@iatiincluding the preparation, assembly, printind enailing of this Proxy Statement,
the Proxy and any additional solicitation materfalfished to stockholders. Copies of solicitatinaterials will be furnished to brokerage
houses, fiduciaries, and custodians holding sharteir names but that are beneficially owned theos so that they may forward this
solicitation material to such beneficial ownersatidition, the Company may reimburse such persamihéir costs in forwarding the
solicitation materials to such beneficial ownerseDriginal solicitation of proxies by mail may &epplemented by a solicitation by
telephone, telegram, or other means by directdfisecs or employees. Such individuals, howevetl mat be compensated by the Company
for those services. Except as described above; dngpany does not presently intend to solicit prexither than by mail. The Company does
not currently intend to engage the services oftaimy party to assist in the solicitation of prosie

Deadlinefor Receipt of Stockholder Proposals

Proposals of stockholders of the Company thatraesnded to be presented by such stockholders &dhwany’s 2007 Annual Meeting
must be received no later than February 8, 20@rder that they may be included in the proxy stateinand form of proxy relating to that
meeting. In addition, the proxy solicited by theaBa of Directors for the 2007 Annual Meeting witinder discretionary authority to vote on
any stockholder proposal presented at that meatinigss the Company receives notice of such propesare April 24, 2007.




MATTERSTO BE CONSIDERED AT ANNUAL MEETING

PROPOSAL ONE
ELECTION OF DIRECTORS

General

On July 23, 1993, the Board of Directors and stotdérs of the Company approved the Compamyhended and Restated Certificati
Incorporation to provide for a classified BoardDifectors consisting of two classes of directoesheserving staggered two-year terms. The
Amended and Restated Certificate of Incorporatiecaime effective on October 6, 1993 and was amendE2B5 and 1998 by the
stockholders to give effect to increases in the lmemof authorized shares of Common Stock. The Ameérachd Restated Certificate of
Incorporation was amended in 2003 by the stockhsltiechange the name of the Company to Ultratech,

The class of directors whose term of office expatthe Annual Meeting currently consists of foiredtors, all of whom are current
directors of the Company. The directors electetthi®class will serve for a term of two years, exg at the 2008 Annual Meeting of
Stockholders, or until their successors have bednalected and qualified. Mr. Thomas George hdsrstied his resignation from the Board
of Directors effective as of the Annual Meeting. &sesult, if the nominees for election to the Bioafr Directors are elected at the Annual
Meeting, immediately following the Annual MeetintgetBoard of Directors will consist of seven persaith one vacancy in the class of
directors whose term of office expires at the 2B@rual Meeting of Stockholders. The names and afj#fse persons who are nominees for
director, the terms of their proposed directorship] their positions and offices with the CompasipbApril 15, 2006 are set forth below.

Each person nominated for election has agreede ffeelected, and management has no reasonitvbéahat any of the nominees will
be unavailable to serve. In the event any of thainees are unable or decline to serve as a dirattbe time of the Annual Meeting, the
proxies will be voted for any nominee who may besigleated by the present Board of Directors taliél vacancy. Unless otherwise
instructed, the proxy holders will vote the proxieseived by them FOR the nominees named belowfdurecandidates receiving the high
number of affirmative votes of the shares represkand voting on this particular matter at the Aaieeting will be elected directors of the
Company, to serve for their respective terms ol thir successors have been elected and qualified proxies solicited by this Proxy
Statement may not be voted for more than four nessn

Nominees for Term Ending Upon the 2008 Annual M eeting of Stockholders

Arthur W. Zafiropoulqg 67, founded the Company in September 1992 toiacqgartain assets and liabilities of the Ultrat&tbpper
Division (the “Predecessor”) of General Signal Trealbgy Corporation (“General Signal”) and, sincerbfal1993, has served as Chief
Executive Officer and Chairman of the Board. Aduitlly, Mr. Zafiropoulo served as President of @@mpany from March 1993 to
March 1996, from May 1997 until April 1999, andrmdApril 2001 to January 2004. Between Septembe® E9@l March 1993, he was
President of the Predecessor. From February 198@ptember 1990, Mr. Zafiropoulo was Presidentefi€al Signal's Semiconductor
Equipment Group International, a semiconductor gmeint company. From August 1980 to February 1989 Zfiropoulo was President
and Chief Executive Officer of Drytek, Inc., a piees dry-etch company that he founded in August 1888,which was later sold to General
Signal in 1986. From July 1987 to September 1989 Adfiropoulo was also President of Kayex, a semiitictor equipment manufacturer,
which was a unit of General Signal. From July 2603uly 2002, Mr. Zafiropoulo served as Vice Chamof SEMI (Semiconductor
Equipment and Materials International), an inteovel trade association representing the semicdodutat panel display equipment and
materials industry. From July 2002 to June 2003,




Mr. Zafiropoulo served as Chairman of SEMI; and Kfiropoulo has been on the board of directorSBRMI since July 1995.

Joel F. Gemunder66, has been a director of the Company sinceli@ctt997. Mr. Gemunder has been President and dararfithe
board of directors of Omnicare, Inc., a pharmacyises provider, since 1981, and has been Chietke Officer of Omnicare since
May 2001. Mr. Gemunder has also served as a meofldee board of directors of Chemed Corp., a conppmoerating in the sewer, drain ¢
pipe cleaning, HVAC services and plumbing repasibess and the HVAC and appliance repair and mzamniee business, since 1977.

Nicholas Konidaris 61, has served as a director of the Company Slye2000. Mr. Konidaris has served as PresidedtGhief
Executive Officer of Electro Scientific Industridac., a global supplier of manufacturing equipmtenincrease productivity for customers in
the semiconductor, passive components and electegpiipment markets, since January 2004. From1889 to January 2004, Mr. Konida
served as President and Chief Executive Officekdfantest America, Corp., a holding company of Adeat America, Inc., which is a
manufacturer of testers and handlers. From Febrl@8y to July 2000, Mr. Konidaris served as thee€CRxecutive Officer of Advantest
America, Corp. From July 1997 to January 2004, Kimidaris also served as Chairman of the Boardi@eat and Chief Executive Officer
of Advantest America, Inc.

Rick Timmins 54, has been a director of the Company since $1.2000. Since January 1996, Mr. Timmins has seagédicePresider
of Finance for Cisco Systems, Inc. Mr. Timmins Bas/ed as a member of the board of directors afsineta Corporation, a developer of
computing, microprocessing and semiconductor telogies, since May 2003, and is the chairman ofilngit committee of Transmeta’s
board of directors. Mr. Timmins holds a B.S. degreaccounting and finance from the University afzbna and an M.B.A. degree from St.
Edward’s University.

Directors Not Up for Election Whose Term Ends Upon the 2007 Annual M eeting of Stockholders

Dennis R. Raney63, has served as a director of the Company gipcaé2003. Mr. Raney has served as Principal ibety-Greenfield,
LLP, a company that advises clients on real essatees that have significant financial or operalaonsequences to their business, since
May 2005. Mr. Raney served as Chief Financial @ffiaf eONE Global, LP, a company that identifiesyelops and operates emerging
electronic payment systems and related technololg#saddress e-commerce challenges, from July #00ane 2003. From March 1998 to
July 2001, Mr. Raney served as Chief Financiald@ffiand Executive Vice President of Novell, Ingoraducer of network software. From
January 1997 to December 1997, Mr. Raney serv&hie$ Financial Officer and Executive Vice PresidehQAD, Inc., a provider of
enterprise resource planning software. Mr. Raneyahso served as a director of EasyLink Servicap@ation, a provider of information
exchange services, since March 2003, and has sasvelthir of the audit committee of EasyLink’s labaf directors since June 2004. In
addition, since February 2004, Mr. Raney has seaseal director of ViewPoint Corporation, a providévisual application development,
content assembly and delivery technology, and as ofithe audit committee of Viewpoint’s boarddifectors. Mr. Raney has served as a
director, and as chair of the audit committee efttbard of directors, of Infiniti Solutions, a pider of semiconductor testing, assembly and
prototyping services, since July 2004. Mr. Raneyex as a director of Equinix, a provider of dagater and internet exchange services from
April 2003 to June 2005, and served as chair oftidit committee of Equinix’s board of directorgidg that time. From July 2002 to
June 2003, Mr. Raney served as a director of PrioBsis Services, Inc., which was acquired by Aut@ni@ata Processing, Inc. in June 2003.
Mr. Raney also served as a director and audit cot@enimember of Redleaf, Inc., a technology opegatompany that provides services and
capital for pre-seed state technology companies; fapril 1999 to June 2003. Mr. Raney previouslywed as a director and audit committee
member of W.R. Hambrecht & Company, an investmanking firm, from March 1999 to July 2001 and seras a director and audit




committee member of ADAC Laboratories, a comparmy tresigns, develops, manufactures, sells andcesreiectronic medical imaging and
information systems, from March 1999 to March 20dt.. Raney holds a B.S. degree in chemical engingdrom the South Dakota School
of Mines & Technology and an MBA from the Univeysdf Chicago.

Henri Richard, 47, is Executive Vice President, Chief Sales Miadketing Officer at Advanced Micro Devices, IntAKD”). His
current duties include oversight of the companyabgl field sales and support organization, corfonaarketing, and go-to-market activities
for all AMD customer segments, including commeroi@nsumer and innovative solutions groups, anatinepany’s 50x15 digital inclusion
initiative. Mr. Richard joined AMD in April 2002 aSroup Vice President, Worldwide Sales. He was teehto Senior Vice President in
May 2003 and was appointed to his current pos#i®an executive officer in February 2004. Prigotoing AMD, Mr. Richard was
Executive Vice President of Worldwide Field Opesat at WebGain, Inc., a privately held provideda¥a software for Fortune
500 companies. Before WebGain, he was vice presafavorldwide Sales and Support for IBM’s TechrpfdGroup. Mr. Richard has also
held senior executive positions with several naaompanies in the U.S. and Europe, including tnas President of the Computer Proc
Group at Bell Microproducts, Executive Vice Presitdat Karma International, and Vice President atg@te Technology/Conner Peripherals.

Vincent F. Sollitto, Jr, 58, has served as a director of the Compang sinty 2000. Since November 2005, Mr. Sollitto baved as
Chairman and Chief Executive Officer of Syntax-Bait Corp., a high definition television develogerd manufacturer. From
September 2003 to November 2005 when it merged Syititax Groups Corporation, Mr. Sollitto servedPassident and Chief Executive
Officer, and as a director of Brillian Corp., a lhidefinition television developer and manufactuBetween February 2003 and August 2003,
Mr. Sollitto served as President of Sollitto Assdes, a management consulting firm. Mr. Sollittoved as a director and the Chief Executive
Officer for Photon Dynamics, a manufacturer of tespair and inspection equipment for the flat paligplay industry, from June 1996 to
February 2003. Mr. Sollitto served as acting CRiefancial Officer of Photon Dynamics from March 8a® July 1998. From July 1993 to
February 1996, Mr. Sollitto served as Vieeesident and General Manager of Fujitsu Microedeits, a semiconductor and electronics de
company. Mr. Sollitto served as a director, and agember of the audit and compensation committegsedoard of directors, of Irvine
Sensors Corporation, a developer of advanced spggnakssing and image stabilization technologresnf1997 to 2004. Mr. Sollitto has
served as a director, and as a member of the anditompensation committees of the board of directd Applied Films Corporation, a
solutions provider of thin film technology for tiflat panel display industry, since July 1999.

Retiring Director

Thomas D. Georgge66, has served as a director of the Company €uteber 1997. From April 1993 through May 1997, KBeorge
served as the President of Motorola SPS. From 1886 through April 1993, Mr. George served as thsigtant General Manager of
Motorola SPS. In addition, Mr. George served asectbr of Amkor Technology, Inc., a packaging aesk services provider, from
October 1997 until August 2005.

Mr. George has submitted his resignation from tbarB of Directors effective as of the Annual MegtiAs a result of Mr. George’s
resignation, there will be a vacancy on the BodrBicectors in the class whose term ends upon @@ Zinnual meeting of stockholders.
Board Committeesand M eetings

During the fiscal year ended December 31, 2005Btheerd of Directors held seven (7) meetings anddaby unanimous written consent
on one (1) occasion. The Board of Directors ha8udit Committee,




a Compensation Committee and a Nominating and Catpdovernance Committee. Current copies of tlaetets of the Audit Committee,
the Compensation Committee and the Nominating asrp@ate Governance Committee as well as the Camp@overnance Policies of the
Board of Directors can be found on the Company’bsite at www.ultratech.com. During the respectarent of his service on the Board and
its committees during the past fiscal year, eadihefirectors attended or participated in 75% orevof the aggregate of (i) the total number
of meetings of the Board of Directors and (ii) tbtal number of meetings held by all committeethefBoard on which he served.

Executive Sessions

Executive sessions of non-management directorgeaerally held four times a year, at the end @&gular meeting of the Board of
Directors. The sessions are chaired by the ChaleoNominating and Corporate Governance Committee.

Communications with the Board

Any stockholder may communicate with the Board oEBtors by postal mail. Communications that aterided specifically for non-
management directors should be sent to the atteofithe Chair of the Nominating and Corporate Goaace Committee. Communications
that are intended for a specific director shoulddet to the attention of that director. Commuriicet should be sent to: Investor Relations,
Attn: Board of Directors, c/o Ultratech, Inc., 30B@nker Road, San Jose, California 95134. The Cagipdnvestor Relations department
will screen all communications for offensive or etlvise inappropriate messages, including advergsésrand other solicitations unrelated to
the Company or the activities of the Board of Diogs.

Policy Regarding Director Attendance at Annual Niegs of Stockholders

The Company strongly encourages attendance byieagembent director and each nominee to the Boaitd &nnual Meetings of
Stockholders. Six Board members attended the Coyrg2005 Annual Meeting of Stockholders.

Compensation Committee

The Compensation Committee currently consists re&fett§3) directors, Messrs. Gemunder, Richard atfidt8oThe Board of Directors
has determined that each current member of the €nsgion Committee is an “independent directorthas term is defined in Rule 4200 of
the listing standings of the National AssociatidéiBecurities Dealers. Furthermore, the Board oé€iinrs has determined that the relationship
between the Company and Advanced Micro Devices, éincompany with which Mr. Richard is affiliateslhich relationship is described
under the section entitled “Certain Relationshipd Related Transactions” below, does not intenfétl the exercise of Mr. Richard’s
independence from management and the Company. dimpé&hsation Committee has a written charter, whviah adopted by the Board of
Directors in January 2003 and amended in Februa®y.2The Compensation Committee is primarily resgua for approving the Comparsy’
general compensation policies and setting compiemsiatvels for the Company’s executive officerseT®ompensation Committee also
administers the Company’s 1993 Stock Option/Stsskidnce Plan (the “1993 Plan”) and the Company38 Bpplemental Stock
Option/Stock Issuance Plan. For the 2005 fiscat,ytaa Compensation Committee was comprised of Mek®nidaris, Gemunder and
George and held seven (7) meetings during thadlfisear and acted by written consent on one (13sioo.




Audit Committee

The Audit Committee currently consists of threedBgctors, Messrs. Konidaris, Raney and Timmirige Audit Committee is
responsible for overseeing the integrity of the @any’s financial statements and the appointmemhpamsation, qualifications,
independence and performance of the Company’s ermt auditors, as well as compliance with religdl and regulatory requirements
and performance of the Company’s accounting prestid internal controls. For the 2005 fiscal y#ar Audit Committee was comprised of
Messrs. Raney, Sollitto and Timmins and held s¢v&meetings during that fiscal year and did natgcunanimous written consent.

The Board of Directors adopted and approved aevritharter for the Audit Committee on June 8, 2@ Audit Committee’s charter
was substantially revised on January 28, 2003 aasifurther amended on February 2, 2004. The BddBirectors has determined that each
current member of the Audit Committee is “indepenttias that term is defined in Rule 10A-3 under 8szurities Exchange Act of 1934 and
an “independent director” as that term is definre®ule 4200 of the listing standards of the Natigxssociation of Securities Dealers. In
addition, the Board of Directors has determined ¢aah of Mr. Raney and Mr. Timmins is an “Audit@mittee Financial Expert” as that
term is defined by Item 401 of SEC Regulation S-K.

Nominating and Corporate Governance Committee

The Nominating Committee, which was formed in A@0I01, and which was changed to the Nominating@emporate Governance
Committee in January 2003, currently consists af {8) directors, Messrs. Konidaris and Timmins. Beard of Directors has determined
that each current member of the Nominating and @atp Governance Committee is an “independenttdireas that term is defined in
Rule 4200 of the listing standings of the NatioAssociation of Securities Dealers. The Nominating €orporate Governance Committee
held one (1) meeting during the last fiscal yeat didl not act by unanimous written consent. In dap2003, the Board of Directors
substantially revised the written charter for thenhinating and Corporate Governance Committee. TdraiNating and Corporate Governa
Committee’s current written charter is availabletib@ Company’s website at www.ultratech.com. Theni@ating and Corporate Governance
Committee recommends to the Board of Directorsrilviduals to be nominated to stand for electiohte Board by stockholders at each
annual meeting and to fill vacancies on the Boanglements the Board’s criteria for selecting néredors, develops and recommends or
assesses corporate governance policies of the Gonapal the Board, and oversees the Board's annahlaion.

Consideration of Director Nominees
Stockholder Nominees

The Nominating and Corporate Governance Commiti#e@nsider nominations for election to the Boasdommended by stockholds
as described below under “Identifying and Evalugatiominees for Directors.” In evaluating such noations, the Nominating and
Corporate Governance Committee seeks to achieataade of knowledge, experience and capabilityherBoard and to address the
membership criteria set forth under “Director Qfieditions.” Such nominations by stockholders nhestade by notice in writing delivered
or mailed by first class United States mail, postpepaid, to the Secretary or Assistant Secreifatye Company at the Compagycorporats
offices, and received by the Secretary or Assiskaatretary of the Company within the time permiftadsubmission of a stockholder
proposal for inclusion in the Company'’s proxy stagat for the relevant Annual Meeting of Stockhotddrhe notice of nomination delivered
to the Company must set forth as to each proposeinee who is not an incumbent director (i) albimhation relating to the individual
recommended that is required to be disclosed patsadrRegulation 14A under the Securities Exchaigfeof 1934 (including such person’s




written consent to be named in the proxy staterasra nominee and to serving as a director if ed¢c(g) the name(s) and address(es) of the
stockholders making the nomination and the amofititeoCompany’s securities which are owned beraficend of record by such
stockholder(s), (iii) appropriate biographical infation (including a business address and a tefhamber) and a statement as to the
individual’'s qualifications, with a focus on anyiteria publicly stated to be considered by the Nwating and Corporate Governance
Committee in evaluating prospective Board candglateluding those identified below, (iv) a repnatsgion that the stockholder of record
holder of record of stock of the Company entitleddte on the date of submission of such writtetenis, and (v) any material interest of
the stockholder in the nomination. Any stockholdeminations proposed for consideration by the Neriirg and Corporate Governance
Committee should be addressed to: Chair of the Natimig and Corporate Governance Committee, Ulthatiec., 3050 Zanker Road, San
Jose, California 95134.

Director Qualifications

The Board of Directors’ policy is to encourage setm of directors who will contribute to the Conmyés overall corporate goals of
responsibility to its stockholders, industry leadep, customer success, positive working envirortyreerd integrity in financial reporting and
business conduct. The Board and the NominatingGorgorate Governance Committee review from timgme the experience and
characteristics appropriate for Board members anecidr candidates in light of the Board’s compiositat the time and skills and expertise
needed at the Board and committee levels. In agdithe Nominating and Corporate Governance Coraenitonsiders whether the candid

* has a reputation for integrity, strong moral chegaand adherence to high ethical standards;

* holds or has held a generally recognized positidaarlership in the community and/or chosen fidldraleavor, and has
demonstrated high levels of accomplishment;

« has demonstrated business acumen and experiewceaability to exercise sound business judgnmentatters that relate to the
current and long-term objectives of the Company;

» has the ability to read and understand basic fiehstatements and other financial information g@einhg to the Company;
* has a commitment to understand the Company ahdisisess, industry and strategic objectives;

* has a commitment and the ability to regularly attand participate in meetings of the Board of Divex; Board Committees and
stockholders, including the number of other compRagrds on which the candidate serves and the dated ability to generally
fulfill all responsibilities as a director of theo@pany;

< is willing to represent and act in the interestalbStockholders of the Company rather than tiera@sts of a particular group;
* isin good health, and has the ability to serve;
« for prospective non-employee directors, would liependent under applicable SEC and Nasdagq rules;

* has any conflict of interest (whether due to ahess or personal relationship) or legal impedinte@nor restriction on, the nominee
serving as a director; and

» is willing to accept the nomination to serve asradaor of the Company.




Identifying and Evaluating Nominees for Directors

The Nominating and Corporate Governance Commitb@eimates individuals for election as directorsatreannual meeting of
stockholders and for appointment to fill vacan@ashe Board of Directors in consultation with tBempany’s Chief Executive Officer. The
Committee identifies and evaluates nominees wheedban their biographical information and otheoinfation available to the Committee,
appear to meet any minimum criteria adopted byGhmmittee and/or have the specific qualities, slall experience being sought (based on
input from the full Board and the Chief Executivéfi€er). The Committee operates and chooses normioeappointees in accordance witt
charter.

« Outside AdvisorsThe Committee may engage a third-party searchdirmther advisors to assist in identifying prospechominees.

Stockholder Suggestions for Potential Nomin&as. Committee will consider suggestions of nomirfea® stockholders properly
submitted in accordance with procedures adoptetidCommittee, as summarized above.

* Nomination of Incumbent Director§he renomination of existing directors should not be \éeMas automatic, but should be base
continuing qualification under the criteria adopbgdthe Committee.

* Interviews After reviewing appropriate biographical informatiand qualifications, first-time candidates will inéerviewed by at
least one member of the Committee and by the Ghietutive Officer.

« Board ApprovalUpon completion of the above procedures, the Cotamithall determine the list of potential candidatebe
nominated or appointed to the Board, subject tafipgoval of the full Board, which shall includepapval by a majority of the
independent directors. The Board of Directors sgllect the slate of nominees only from candidatestified, screened and approved
by the Committee.

Director Compensation

During the fiscal year ended December 31, 2005¢tinepensation paid to the non-employee Board mesnkas as follows: (i) an
annual retainer fee of $25,000 for the ChairmathefAudit Committee, $24,000 for the Chairman & @ompensation Committee and
$20,000 for each of the other non-employee Boamhibags; (ii) a per meeting fee for Audit Committeeatings that do not occur on the
same day as regular Board meetings of $2,500a(jig¢r meeting fee for meetings of the other Beardmittees that do not occur on the si
day as regular Board meetings of $1,000; and (p@rameeting fee for Board meetings of $1,000. Thepany will continue to reimburse
each non-employee Board member for expenses irnturm@nnection with his attendance at such Boatda@mmittee meetings.

Pursuant to the Automatic Option Grant Progranffi@ce under the 1993 Plan, each individual who Ibee® a non-employee Board
member will automatically be granted, on the dditei®or her initial election or appointment to tBeard, a non-statutory stock option to
purchase 12,000 shares of the Company’s Commoik.Stbe option will have an exercise price equahifair market value per share of
Common Stock on the applicable grant date and amuam term of ten (10) years measured from the gilate, subject to earlier termination
upon the optionee’s cessation of Board service.ofti®n will be immediately exercisable for alltbe option shares, but any unvested shares
purchased upon exercise of the option will be stliferepurchase by the Company, at the exercise paid per share, upon the optionee’s
cessation of Board service prior to vesting in ghsisares. The shares will vest as follows: (iyfifercent (50%) of the shares will vest upon
completion of one (1) year of Board service meastmem the grant date and (ii) the remaining sharéissest in three (3) successive equal
annual installments upon completion of each ofriéet three (3) years of Board service thereafter.Richard received his




initial 12,000-share option grant under the Autdm@ption Grant Program on April 18, 2006 upondgpointment to the Board as a non-
employee director. The grant has an exercise pfi§21.45 per share, the fair market value peresbaithe Compang Common Stock on tf
grant date.

On the date of each Annual Meeting of Stockholdeash non-employee Board member who is to contmserve on the Board,
whether or not he or she is standing for re-elediiothe Board at that particular Annual Meeting| receive an automatic option grant for
8,000 shares of the Company’s Common Stock. Eaglin gption will have an exercise price per shareaktuthe fair market value per share
of the Common Stock on the grant date and a maxiteum of ten (10) years measured from that datgesuto the earlier termination upon
the optionee’s cessation of Board service. Theoog immediately exercisable for all the optioaurss. However, any unvested shares
purchased upon exercise of the option will be stttiferepurchase by the Company, at the optioncésesprice paid per share, upon the
optionee’s cessation of Board service prior toingsin those shares. The shares subject to eath85000-share grant will vest upon the
earlier of (i) the optionee’s completion of one y&gar of Board service measured from the grant aadk(ii) the optionee’s continuation in
Board service through the day immediately precettiegdate of the first Annual Meeting of Stockhakifollowing the grant date. On
July 19, 2005, the date of the 2005 Annual Meetih§tockholders, Messrs. Gemunder, George, Korsdaney, Sollitto and Timmins each
received, as a continuing non-employee directogmion grant under the Automatic Option Grant Paog for 8,000 shares of the
Company’s Common Stock with an exercise price &.82 per share, the fair market value per shatkeo€ommon Stock on that date.

The shares subject to each outstanding option uhdekutomatic Option Grant Program will vest imrizgely upon an acquisition of t
Company by merger or asset sale or upon certa@r otlanges in control or ownership of the Compéaipan the successful completion of a
hostile tender offer for more than 50% of the Compaoutstanding Common Stock, each automatic ami@ant made prior to January 1,
2006 may be surrendered to the Company in retura &ash distribution from the Company in an amqgantsurrendered option share equal
to the excess of (i) the fair market value per slirCommon Stock on the date the option is sugmdlto the Company or, if greater, the
highest reported price per share of Common Stoitkipahe tender offer, over (ii) the option exeeiprice payable per share.

Recommendation of the Board of Directors

The Board of Directors recommends that the stoaédrslvote FOR the election of each of the aboveimess.
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PROPOSAL TWO
RATIFICATION OF INDEPENDENT AUDITORS

The Audit Committee of the Board of Directors hppainted the firm of Ernst & Young LLP, independantitors for the Company
during the fiscal year ended December 31, 2005etee in the same capacity for the fiscal yearreap@iecember 31, 2006, and is asking the
stockholders to ratify this appointment. The affitime vote of a majority of the shares represeatatientitled to vote at the Annual Meeting
is required to ratify the selection of Ernst & Yg@ubLP as the Company’s independent auditors.

In the event the stockholders fail to ratify th@aimtment, the Audit Committee of the Board of [Bigs will reconsider its selection.
Even if the selection is ratified, the Audit Comteé in its discretion may direct the appointmera different independent auditing firm at
time during the year if the Audit Committee belisthat such a change would be in the best inteoéste Company and its stockholders.

Representatives of Ernst & Young LLP are expeatekt present at the Annual Meeting, will have thpastunity to make a statement if
they desire to do so, and will be available to oeshto appropriate questions.
Fees billed to the Company by Ernst & Young LL P during fiscal year 2005

Audit Fees

Audit fees billed to the Company by Ernst & YounigR_for professional services rendered for the anfdihe Company’s 2005 annual
financial statements, review of quarterly finanaltements, audit services in connection withugiay filings, consents, review of docume
filed with the SEC, Section 404 review of internahtrol over financial reporting, and accountingl &inancial reporting consultation totaled
$1,011,891. Audit fees billed to the Company bysE& Young LLP for professional services renderedthe audit of the Company’s 2004
annual financial statements, review of quartemaficial statements, audit services in connectidh statutory filings, consents, review of
documents filed with the SEC, and accounting andrftial reporting consultation totaled $942,251.

Audit-Related Fees

There were no audit-related fees billed to the Camypby Ernst & Young LLP during the Company’s 2@0tl 2004 fiscal years.

Tax Fees

There were no tax fees billed to the Company bysE&nYoung LLP during the Company’s 2005 fiscal i€Bax fees billed to the
Company by Ernst & Young LLP during the Company2 fiscal year for tax compliance, tax advice tmdplanning services totaled
$45,727.

All Other Fees

Other than as set forth above, there were no édlesrbilled to the Company by Ernst & Young LLPidgrthe Company’s 2005 and
2004 fiscal years.

Financial Information Systems Design and Implentima-ees

The Company did not engage Ernst & Young LLP tovjote advice to the Company regarding financial infation systems design and
implementation during fiscal year 2005.
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All of the 2005 audit fees, audit-related fees tmdfees, and all other fees, were approved bytidit Committee of the Company’s
Board of Directors. The Audit Committee has deledab Mr. Timmins the ability to approve, on behaflthe Audit Committee and in
accordance with Section 10A under the SecuritiecshBmge Act of 1934, services to be performed byChmpany’s independent auditors.

The Audit Committee considered whether the provisibaudit-related services, tax services, findrinf@rmation systems design and
implementation services and other non-audit sesviceompatible with the principal accountants'@pdndence.
Recommendation of the Board of Directors
The Board of Directors recommends that the stodédrslvote FOR the ratification of the selectiorEafist & Young LLP to serve as the
Company'’s independent auditors for the fiscal ysating December 31, 2006.
OTHER MATTERS

The Company knows of no other matters that wilpbesented for consideration at the Annual Meetiingny other matters properly
come before the Annual Meeting, it is the intentidnhe persons named in the enclosed form of Ptoxypte the shares they represent as the
Board of Directors recommends. Discretionary atthaevith respect to such other matters is grantgthle execution of the enclosed Proxy.
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OWNERSHIP OF SECURITIES

The following table sets forth certain informatiomown to the Company with respect to the benefiahership of the Company’s
Common Stock as of April 15, 2006 (unless othengisged in the footnotes) by (i) all persons kndaathe Company who are or who may
deemed beneficial owners of five percent (5%) orevad the Company’s Common Stock based solely mvi@w of Schedule 13G filings
with the Securities and Exchange Commission in 2(0%ach director of the Company, (iii) the Nadriexecutive Officers (as defined
below) and (iv) all current directors and executifficers as a group. Unless otherwise indicateel grincipal address of each of the
stockholders below is c/o Ultratech, Inc., 3050 k&arRoad, San Jose, CA, 95134. Unless otherwisedtattl, each of the security holders has
sole voting and investment power with respect eéodhares beneficially owned, subject to communibperty laws, where applicable.

Shar es of Common Stock Per centage of Shares
Name and Addr ess of Beneficial Owner (1) Beneficially Owned Beneficially Owned(1)

RS Investment Management Co. LLC(2) 1,219,82( 5.1%
RS Investment Management, L

George R. Hect

388 Market Street, Suite 2!

San Francisco, California 941

Tocqueville Asset Management, LP 1,648,55( 6.9%
1675 Broadway
New York, New York 1001!

Schroder Investment Management of North America(4i 1,803,50( 7.5%
Schroder Investment Management, |

875 Third Avenue, 2" Floor

New York, NY 1002z

Federated Investors, Inc.( 1,455,84: 6.1%
Voting Shares Irrevocable Tru

John F. Donahu

Rhodora J. Donaht

J. Christopher Donaht

Federated Investors Tow

Pittsburgh, PA 1522-3779

Arthur W. Zafiropoulo(6) 2,330,41° 9.4%
Bruce R. Wright(7' 661,34 2.7%
John E. Denzel(& 387,83( 1.6%
Rick Friedman(9 275,00( 1.1%
Joel Gemunder(1( 61,00(C *
Thomas D. George(1: 65,00(C *
Vincent F. Sollitto(12 48,00( *
Rick Timmins(13) 60,50(C *
Nicholas Konidaris(14 48,00( *
Dennis Raney(1& 30,00¢ *
Henri Richard(16 12,00 *
All current directors and executive officers agaup (10 persons)

a7) 3,979,08¢ 15.1%

* Less than one percent of the outstanding CommockSto

(1) Percentage of ownership is based on 23,914,55@sb&iCommon Stock issued and outstanding on AptiR006. This percentage also
takes into account the Common Stock to which sadtvidual or entity has the right to acquire beaiefi ownership within sixty (60)
days after April 15, 2006,
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including, but not limited to, through the exerctfeoptions or pursuant to outstanding restrictedlsunits; however, such Common
Stock will not be deemed outstanding for the puepafscomputing the percentage owned by any otlivitiual or entity. Such
calculation is required by Rule 13d-3(d)(1)(i) untlee Securities Exchange Act of 1934, as amended.

(2) RS Investment Management Co., LLC, information daseits Schedule 13G filed with the Securities Brdhange Commission on
February 10, 2006.

(3) Tocqueville Asset Management, L.P. information ldase its Schedule 13G filed with the Securities Brdhange Commission on
February 14, 2006.

(4) Information regarding Schroder Investment Manageryenth America Inc. and Schroder Investment Manag, Inc. is based on
their Schedule 13G filed with the Securities andhange Commission on February 14, 2006.

(5) Information regarding Federated Investors, InctidpShares Irrevocable Trust, John F. DonahuedBifzoJ. Donahue and J.
Christopher Donahue is based on their Schedulefil@®Gwith the Securities and Exchange Commissiorfrebruary 14, 2006.

(6) Includes 1,340,109 shares held in the name of AMtiuZafiropoulo, trustee of the Separate Propértyst, dated July 20, 1998, for the
benefit of Arthur W. Zafiropoulo. Includes 890,388ares of the Company’s Common Stock subject tiompivhich are currently
exercisable or which will become exercisable witBihdays after April 15, 2006. Also includes 10@,8Bares held in the name of the
Zafiropoulo Family Foundation.

(7) Includes 59,711 shares held in the name of theeBwidght & Kathryn Wright Living Trust UA dated 1&6. Includes 601,631 shares
the Company’s Common Stock subject to options whighcurrently exercisable or which will becomereigable within 60 days after
April 15, 2006.

(8) Includes 383,700 shares of the Company’s CommockS&tigbject to options which are currently exerdisaiy which will become
exercisable within 60 days after April 15, 2006.

(9) Includes 275,000 shares of the Company’s CommockStobject to options which are currently exerdisals which will become
exercisable within 60 days after April 15, 2006.

(10) Includes of 60,000 shares of the Company’s CommookSsubject to options which are currently exexois or which will become
exercisable within 60 days after April 15, 2006.

(11) Includes 5,000 shares held in the name of Thoma&3dorge and Colleen George, trustees of the Géagely Trust. Includes 60,000
shares of the Company’s Common Stock subject tomptvhich are currently exercisable or which wiicome exercisable within 60
days after April 15, 2006.

(12) Consists of 48,000 shares of the Company’s ComnmackSubject to options which are currently exexsie or which will become
exercisable within 60 days after April 15, 2006.

(13) Consists of 48,000 shares of the Company’s ComnackSubject to options which are currently exexsie or which will become
exercisable within 60 days after April 15, 2006.

(14) Consists of 48,000 shares of the Company’s ComntackSubject to options which are currently exexsis or which will become
exercisable within 60 days after April 15, 2006.

(15) Includes 28,000 shares of the Company’s Commork&3tolgject to options which are currently exercisadyl which will become
exercisable within 60 days after April 15, 2006.

(16) Consists of 12,000 shares of the Company’s ComntackSubject to options which are currently exexois or which will become
exercisable within 60 days after April 15, 2006.

(17) Includes 2,454,639 shares of the Company’s ComnmackSubject to options which are currently exexsis or which will become
exercisable within 60 days after April 15, 2006.
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EXECUTIVE COMPENSATION AND RELATED INFORMATION

Executive Compensation

Summary Compensation

The following table provides certain summary infation concerning the compensation earned, for eesviendered to the Company

and its subsidiaries in all capacities for eactheflast three fiscal years, by the Company’s Chiafcutive Officer and each of the other
executive officers of the Company whose salarylaous for the 2005 fiscal year was in excess o0 (collectively, the “Named
Executive Officers”).

Summary Compensation Table

Long-Term
Annual Compensation(2) Compensation Awards
All Number of
Other Annual Restricted Securities All Other
Salary Bonus Compensation Stock Underlying Compensation
Name and Principal Position Y ear ($) (%) ($(3) Awards($) Options (#) ($)(4)
Arthur W. Zafiropoulo(1) 200t 555,00( 0 12,784 0 145,00( 0
Chairman of the Board ar 2004 555,00( 0 21,23¢ 0 80,00( 400
Chief Executive Office 2003 464,30¢ 0 18,41°% 0 325,00( 0
John E. Denzel(1 200t 275,99¢ 0 0 0 70,00C 0
President and Chit 2004 275,99¢ 0 0 0 40,00C 0
Operating Officel 2002 223,34¢ 0 0 0 225,00( 0
Bruce R. Wright(1, 200t 271,41( 0 0 0 70,00( 0
Senior Vice Presiden 2004 264,98t 0 0 0 40,00( 0
Finance, Chief Financi: 2002 259,86( 0 0 0 235,00( 0
Officer, and Secretat
Rick Friedman(1 200t 250,000 50,00C 0 0 60,00( 0
Senior Vice Presiden 2004 129,80¢ 50,00 0 0 215,00¢( 0

World-wide Sales an
Customer Service

1)

(@)

Mr. Zafiropoulo has served as Chief Executive @fffiof the Company since March 1993. Mr. Zafiropasgoved as President of the
Company from March 1993 to March 1996, from May 198 April 1999, and from February 2001 to Januzi94. Mr. Wright joined
the Company in June 1999 as Senior Vice Presié@mnce, Chief Financial Officer and Secretary. Denzel has served as President
and Chief Operating Officer since January 2004. Démzel served as Senior Vice President, Operafions January 2002 to

January 2004. From December 1999 to December 200 Denzel served as the Vice President, Operatiesgonsible for all
Engineering and Manufacturing activities. From JU®®6 to November 1999, Mr. Denzel served as tlve Piresident, Manufacturing.
Mr. Friedman has served as Senior Vice President|dAvide Sales and Customer Services since Jung(di.

Includes compensation deferred by the Named Exec@ificer under the Company’s Section 401(k) Pection 125 Cafeteria
Benefit Plan and the non-qualified deferred compgos plan. Mr. Denzel and Mr. Friedman currentiyé outstanding account
balances under the non-qualified deferred comprmsptan. Although the funds available as investhwgrtions under the non-qualified
deferred compensation plan are not the same as #vadlable to participants with account balanageteuthe Company’s 401(k) plan,
the non-qualified plan investment choices provitestment objectives (growth funds, value fundsfamt income funds) which are
the same as the investment funds available undetQfi(k) plan. The investment return which Mr. Dedrand
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Mr. Friedman earned on their account balances uheemon-qualified plan for each of the reporteddi years in which such account
balances were outstanding was comparable to thenregalized for that same fiscal year on the funitls the same investment
objectives available to participants in the Compsdp1(k) plan.

(3) Consists of $12,784, $21,236 and $18,415 paid &yCthmpany in 2005, 2004 and 2003, respectivelythi®mnon-business use of a
Company automobile provided to Mr. Zafiropoulo.

(4) Comprised of $400 to Mr. Zafiropoulo in connectisith a patent in 2004.

Stock Options

The following table provides information on the ioptgrants made to the Named Executive Officerinduthe fiscal year ended
December 31, 2005. No stock appreciation rightevgeanted to the Named Executive Officers durirag fiscal year.

Option Grantsin Last Fiscal Year

Potential Realizable

Individual Grants Value at Assumed
Number of % of Total Annual Rates of
Securities Options Stock Price
Underlying Granted to Exercise Appreciation for
Options Employees Price Expiration Option Term(3)
Name Granted(1) in Fiscal Year ($/Sh)(2) Date 5% (%) 10% (%)
Arthur W. Zafiropoulo 80,00( 8.1% 14.12 1/21/201¢ $710,39¢ $1,800,29:
65,00( 6.6% 16.1€ 12/15/201! $660,591 $1,674,06°
John E. Denze 40,00( 4.1% 14.1z 1/21/201f $355,20C $ 900,14¢
30,00( 3.1% 16.1€ 12/15/201! $304,88¢ $ 772,64¢
Bruce R. Wright 40,00( 4.1% 14.12 1/21/201f $355,20C $ 900,14¢
30,00( 3.1% 16.1€ 12/15/201! $304,88¢ $ 772,64¢
Rick Friedmar 40,00( 4.1% 14.12 1/21/201¢ $355,20C $ 900,14¢
20,00c 2.0% 16.1€ 12/15/201! $203,25¢ $ 515,09¢

(1) Grants to Mr. Zafiropoulo, Mr. Denzel, Mr. Wrighh@ Mr. Friedman were made on January 22, 2005 ardezember 16, 2005. Each
option listed above has a maximum term of ten yB@ys measured from the grant date, subject t@eetatmination upon the optionee’s
cessation of service with the Company. Each obftteon grants is fully vested and exercisable fbthe option shares. However, any
shares purchased under the December 2005 optiatsgrannot be sold prior to December 31, 2007, @xoehe event of a change of
control transaction.

(2) The exercise price may be paid in cash, in shdrfeedCompany’s Common Stock valued at fair maviedtie on the exercise date or, to
the extent permissible under applicable law and amg policy, through a cashless exercise procaduodving a same-day sale of the
purchased shares.

(3) There can be no assurance provided to the optilsieihor any other holder of the Company’s secwgitieat the actual stock price
appreciation over the ten (10)-year option term kgl at the assumed 5% and 10% annual rates ofmamded stock price appreciation
or at any other defined level. Unless the markieepof the Common Stock appreciates over the opéiom, no value will be realized
from the option grants made to the executive office

On January 31, 2006, the Named Executive Officenevawarded restricted stock units (“RSUs”) afed: Mr. Zafiropoulo was
awarded RSUs covering 65,000 shares; Mr. Denzelamasded RSUs covering 7,500 shares; Mr. Wrightavesrded RSUs covering 7,500
shares; and Mr. Friedman was awarded RSUs covBrdl shares. Each RSU entitles the recipient éostiare of the Company’s
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common stock at a designated date following théngef the underlying shares. The shares will viest series of three successive equal
annual installments over the executive officer’'sgek of continued employment, subject to accelelatesting in the event the officer’s
employment terminates under certain circumstancepan certain changes in control or ownershiphef€ompany. The vested shares wil
issued following the completion of that three-yeasting period (or, if earlier, upon the occurrentan accelerated vesting event), without
any cash outlay required of the recipient, butectjo the Company’s collection of the applicablthtwolding taxes.

Option Exercises and Holdings

The following table sets forth certain informatiooncerning option exercises and holdings for thedliyear ended December 31, 2005
with respect to each of the Named Executive Offichio stock appreciation rights were exercisechieyNamed Executive Officers during
such fiscal year, and no stock appreciation rigigee held by them at the end of such fiscal year.

Aggregate Option Exercisesin Last Fiscal Year
and Fiscal Year-End Option Values

Number of Securities Value of Unexercised
Shares Underlying Unexer cised In-the-Money Options at
Acquired on Value Optionsat Fiscal Year End Fiscal Year-End ($)(2)
Name Exercise(#) Realized ($)(1) Exercisable Unexercisable Exercisable  Unexercisable
Arthur W. Zafiropoulo 0 0 890,30¢ 0 $1,404,99( 0
John E. Denze 0 0 383,70( 75,00( $ 287,098 $379,50(
Bruce R. Wrighi 0 0 596,69 14,80¢ $1,164,93° $ 74,90
Rick Friedmar 0 0 275,00( 0 $ 387,35( 0

(1) Equal to the fair market value of the securitiedertying the option on the exercise date, minusttercise price paid for those
securities.

(2) Equal to the fair market value of the securitiedenying the option at fiscal year-end ($16.42 gieaire), less the exercise price payable
for those securities.

Employment Contracts, Termination of Employment Agreementsand Change of Control

The Compensation Committee of the Board of Directas the authority as the plan administrator @Gbmpany’s 1993 Plan to
provide for accelerated vesting of any shares ah@on Stock subject to outstanding options heldheyGhief Executive Officer and the
Company’s other executive officers and any unveskedes actually held by those individuals underlt®93 Plan, in the event their
employment were to be terminated (whether involdigtar through a forced resignation) following @ acquisition of the Company by
merger or asset sale or (ii) a change in contrthefCompany effected through a successful terifier for more than 50% of the Company’s
outstanding Common Stock or through a change imisjerity of the Board as a result of one or maatested elections for Board
membership.

In November 2003, the Company entered into employragreements with Messrs. Zafiropoulo, Denzel\atijht, effective as of
January 1, 2004, and in January 2006, the Compateyesl into an employment agreement with Mr. Friadneffective as of February 1,
2006.

Employment Agreement with Mr. Zafiropoulo

The Company has entered into an employment agreemittnMr. Zafiropoulo that provides that he wiktiwve as the Chief Executive
Officer of the Company and that the Company wi# its reasonable best efforts to see that he étegles a member of the Board of Direc
and as Chairman of the Board as long as he rereaiptoyed by the Company under the employment aggrermhe employment agreement
also provides for a base salary of $555,000, atdrgnus of up to 60% of base salary (which
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can be increased by the Compensation Committeavhinth was set at 150% for the 2006 fiscal year) stodk option or other equity awards.
In addition, Mr. Zafiropoulo’s employment agreematsio provides for lifetime retiree health (mediaatl dental) coverage for

Mr. Zafiropoulo and his spouse. If the retiree Helknefit becomes taxable to Mr. Zafiropoulo & $pouse, the Company will pay him or
her a “gross-up” payment to make up for the taxnparyts and any taxes that apply to the gross-up @aym

Mr. Zafiropoulo’s employment may be terminated lither party at any time, with or without causethé Company terminates his
employment for any reason other than cause, drarevent of his death, disability or constructiisctarge, Mr. Zafiropoulo (or his
beneficiary) will be entitled to receive the deéstportions of any annual bonuses previously eartizdhonths of continued base salary a
rate then in effect, accelerated vesting of pathefstock options and part or all of the otheritgcawards granted to him on or after July 21,
2003, an extension of the time to exercise thostedestock options of up to one year and 90 ddi@nimg the termination of his
employment and continued use of a Company carZandnths. In addition, the Board of Directors mayits discretion, partially accelerate
vesting and extend the exercise period for optgrasted prior to July 21, 2003.

If, however, Mr. Zafiropouls employment terminates for any reason upon aovatlg a change of control of the Company, then iie
instead, receive the deferred portions of any anmrzuses previously earned, 24 months of contirnsese salary at the rate then in effect
if greater, in effect immediately prior to the clgarof control) and continued use of a Company @a24 months. In addition, regardless of
whether Mr. Zafiropoulo’s employment is terminafetlowing a change of control of the Company, ttexk options and other equity awards
granted to him on or after July 21, 2003 will fullgst upon a change of control, and the time ferasging those options will be extended up
to one year and 90 days following the terminatibhis employment. In addition, upon a change oftainthe Board of Directors may, in its
discretion, fully accelerate vesting and extendetkercise period for options granted prior to Ry 2003. If Mr. Zafiropoulo incurs an exc
tax under Section 4999 of the Internal Revenue Gaalating to “excess parachute payments”) witlpees to any payments he receives from
the Company, the Company will make a “gross-up”ment to Mr. Zafiropoulo to make him whole for tleigcise tax and any income and
employment taxes that apply to the gross-up payment

For this purpose, a change of control generalljuthes:
« Acquisitions of more than 50% of the Company’s ngtstock by one person or group;

» Changes in membership on the Board of Directork st a majority of the directors who are curngoth the Board of Directors, a
those nominated by such directors, are no longeajarity of the Board of Directors;

« Consummation of a merger or consolidation in whitdh Company is not the surviving entity;

» Sale, transfer or other disposition of all or sahstlly all of the Company’s assets; or

« A reverse merger in which the Company is the siumgientity but in which the Comparsy/stockholders before the merger do not
more than 50% of the voting stock after the merger.

Employment Agreement with Mr. Denzel

Mr. Denzel's employment agreement provides thawlleserve as the Company’s President and Chiefr&tpey Officer. The
employment agreement provides for a base sala$2 8,000, a target bonus of up to 45% of baseysalad stock option or other equity
awards (which can be increased by the Compens@bommittee and which was increased to 110% for lfigear 2006).

Mr. Denzel's employment may be terminated by eithaaty at any time, with or without cause. If then@pany terminates his
employment for any reason other than cause, drerevent of his death, disability or constructiisctarge, Mr. Denzel (or his beneficiary)
will be entitled to receive the deferred portioisoy annual bonuses previously earned, 12 moritbsrdinued base salary at the rate then in
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effect, accelerated vesting of part of the stodkomgs or other equity awards granted to him onf@rauly 21, 2003, an extension of the time
to exercise those vested stock options of up toyeae and 90 days following the termination of éisployment and, except in the case of
death, reimbursement of COBRA costs for continuedioal coverage for up to 18 months following teration of his employment. In
addition, the Board of Directors may, in its digre, partially accelerate vesting and extend ther@se period for options granted prior to
July 21, 2003.

If, however, Mr. Denzel is constructively dischallge terminated without cause within one year atehange of control of the
Company, then he will, instead, receive the defep@rtions of any annual bonuses previously earbédanonths of continued base salary at
the rate then in effect (or if greater, in effeaniediately prior to the change of control), fulcaterated vesting of the stock options and other
equity awards granted to him on or after July 22 an extension of the time to exercise thostedestock options of up to one year and 90
days following the termination of his employmentiarimbursement of COBRA costs for continued mddiogerage for up to 18 months
following the termination of his employment. In #itth, the Board of Directors may, in its discretjdully accelerate vesting and extend the
exercise period for options granted prior to July 2003. A change in control in Mr. Denzel's empt®nt agreement has the same meaning
as in Mr. Zafiropoulo’s employment agreement ddssatiabove.

Employment Agreement with Mr. Wright

Mr. Wright's employment agreement provides thawieserve as the Senior Vice President, FinandeefFrinancial Officer, and
Secretary of the Company. The employment agreeprenides for a base salary of $275,000, a targeti®of up to 40% of base salary
(which can be increased by the Compensation Comenéthd which was increased to 100% for fiscal 2886) and stock option or other
equity awards.

Mr. Wright's employment may be terminated by eitharty at any time, with or without cause. If then@pany terminates his
employment for any reason other than cause, drerevent of his death, disability or constructiisctarge, Mr. Wright (or his beneficiary)
will be entitled to receive the deferred portiofisoy annual bonuses previously earned, 12 moritbsndinued base salary at the rate then in
effect, accelerated vesting of part of the stodkoms and other equity awards granted to him oaftar July 21, 2003, an extension of the t
to exercise those vested stock options of up toyeae and 90 days following the termination of éisployment and, except in the case of
death, reimbursement of COBRA costs for continuedioal coverage for up to 18 months following teration of his employment. In
addition, the Board of Directors may, in its digre, partially accelerate vesting and extend ther@se period for options granted prior to
July 21, 2003.

If, however, Mr. Wright's employment terminates fory reason following a change of control of therfpany, then he will, instead,
receive the deferred portions of any annual bonpemsously earned and 24 months of continued bakey at the rate then in effect (or, if
greater, in effect immediately prior to the chan§eontrol) and reimbursement of COBRA costs fantcwied medical coverage for up to 18
months following the termination of his employmedntaddition, regardless of whether Mr. Wright'sgoyment is terminated following a
change of control of the Company, the stock optams other equity awards granted to him on or dftigr 21, 2003 will fully vest upon a
change of control, and the time for exercising ¢hogtions will be extended up to one year and 98 éalowing the termination of his
employment. In addition, the Board of Directors mayits discretion, fully accelerate vesting amtiead the exercise period for options
granted prior to July 21, 2003. A change of contmdlir. Wright's employment agreement has the samaning as in Mr. Zafiropoulo’s
employment agreement described above.

19




Employment Agreement with Mr. Friedman

Mr. Friedman’s employment agreement provides teawil serve as the Company’s Senior Vice Presidéfdrld-wide Sales and
Customer Services. The employment agreement previde base salary of $250,000, a target bonup o6 40% of base salary (which can
be increased by the Compensation Committee anchwheés increased to 90% for fiscal year 2006) aodksbption or other equity awards.

Mr. Friedman’s employment may be terminated byegifharty at any time, with or without cause. If @@mpany terminates his
employment for any reason other than cause, drerevent of his death, disability or constructiisctarge, Mr. Friedman (or his beneficia
will be entitled to receive the deferred portiofisoy annual bonuses previously earned, 12 moritbsndinued base salary at the rate then in
effect, accelerated vesting of part of the stodkonm and other equity awards granted to him, daareston of the time to exercise those vested
stock options of up to one year and 90 days folhguthe termination of his employment and excephécase of death, reimbursement of
COBRA costs for continued medical coverage foraip& months following termination of his employment

If, however, Mr. Friedman is constructively disajpad or terminated without cause within one yearaitchange of control of the
Company, then he will, instead, receive the defepmrtions of any annual bonuses previously earbddanonths of continued base salary at
the rate then in effect (or, if greater, in effestediately prior to the change of control), fulicelerated vesting of the stock options and other
equity awards granted to him, an extension of tionexercise those vested stock options of up toyeae and 90 days following the
termination of his employment and reimburseme@OBRA costs for continued medical coverage foraift& months following the
termination of his employment. A change of conimoMr. Friedman’s employment agreement has the sagening as in Mr. Zafiropoulo’s
employment agreement described above.

Equity Compensation Information for Plans or Individual Arrangementswith Employees and Non-Employees

The following table provides information as of Akb, 2006 with respect to the shares of the Comygasommon stock that may be
issued under the Company’s existing equity comp@rsalans. There are no outstanding options asduimehe Company in connection
with its acquisitions of other companies, and tteeeno assumed plans under which options canrtlyrige granted.

A B C
Number of Securities
Remaining Available for

Number of Securitiesto Weighted Average Future I'ssuance Under
be I ssued upon Exercise Equity Compensation
of Outstanding Options, Exercise Price of Plans (Excluding
Restricted Stock Units Outstanding Securities Reflected in
Plan Category and Other Rights(3) Options(4) Column A)(5)
Equity Compensation Plans Approved by
Stockholders(1) 5,223,45: $18.1F 960,79
Equity Compensation Plans Not
Approved by Stockholders(2) 1,170,93¢ $15.7¢ 47,431
Total 6,394,38 $17.71 1,008,22:

(1) Consists solely of the Company’s 1993 Stock Op8tozk Issuance Plan.
(2) Consists solely of the Company’s 1998 Supplemestiatk Option/Stock Issuance Plan.

(3) Includes 167,000 shares subject to restricted stoik that will entitle each holder to one shareammon stock for each unit that vests
over the holder’s period of continued service it Company.
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(4) Calculated without taking into account the 167,8B8res of common stock subject to outstandingictsdrstock units that will become
issuable following the vesting of those units, withany cash consideration or other payment reddioethose shares.

(5) As of April 15, 2006, 960,792 shares of commonlsteere available for issuance under the 1993 S@ution/Stock Issuance Plan. T
960,792 available for issuance under the 1993 SBmtion/Stock Issuance Plan may be issued upoexéeise of stock options or stc
appreciation rights granted under such plan, csdglelhares may be issued under the stock issuangepr in effect under such plan
through direct stock bonuses or pursuant to résttistock awards or restricted stock units whicst upon the attainment of prescribed
performance milestones or the completion of deseghaervice periods.

The Supplemental Stock Option/Stock Issuance Plan

The Supplemental Stock Option/Stock Issuance Rien“Gupplemental Plan”) was implemented by therBaa October 1998 as a non-
stockholder approved plan under which option graniirect stock issuances may be made to emplaybesat the time of the grant are
neither executive officers or Board members nodhioé title of Vice President or General Managére Board has authorized 1,950,000
shares of Common Stock for issuance under the Bopgpital Plan. All option grants must have an egerprice per share not less than the
fair market value per share of the Common Stocthergrant date, and all direct issuances of Com&took under the Supplemental Plan
must have an issue price not less than the faikeb&alue of the shares at the time of issuanc&o@pwill have a maximum term not in
excess of ten years and will terminate earlier withspecified period following the optionee’s @i of service with the Company (or any
parent or subsidiary corporation). Each granteéoptill vest in one or more installments over tiionee’s period of service with the
Company. However, the options will vest on an amedéd basis in the event the Company is acquirddrese options are not assumed,
replaced or otherwise continued in effect by thguaing entity. Direct stock issuances may be maitle similar vesting conditions. All
options granted under the Supplemental Plan wilidre-statutory stock options under the Federalaas. As of April 15, 2006, options
covering 1,170,936 shares of Common Stock wergandig under the Supplemental Plan, 47,431 shaneained available for future
option grants, and options covering 731,633 had lesercised.

Share issuances under the 1993 Stock Option/Sssciahce Plan will not reduce or otherwise affestiimber of shares of Common
Stock available for issuance under the Supplemé&ial, and share issuances under the Supplemdatalvi¥l not reduce or otherwise affect
the number of shares of Common Stock availablésgrance under the 1993 Stock Option/Stock Issulzae
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COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board of Direcisresponsible for administering the compensairogram for the Company’s
executive officers. The overall compensation plufs/ of the Compensation Committee is to alignfim@ncial interests of the Company’s
executive officers with the short-term and long¥ténterests of its stockholders, to motivate thecexive officers to reach and exceed
financial goals established for the Company amgrtwide a total compensation package that attreetizins and motivates superior executive
personnel.

It is the policy of this Compensation Committeestaucture the compensation program for the exeewtfficers to be competitive with
other high-tech companies in similar industries alholv customization at the individual level tolesft each executive officer’s performance,
commitment and future potential. In furtherancehatt policy, since the 2003 fiscal year the Compdas Committee has retained the
services of an independent compensation consutiaeview the Company’s compensation practiceogaally and advise the
Compensation Committee regarding the continuedilitiabf those practices in meeting the Companwsermall compensation objectives. The
consultant has constructed a peer group of publigpanies in the high-tech and precision manufaaundustries and assessed the
compensation practices of those companies. Bastitabassessment for the 2005 fiscal year, the @asgiion Committee determined that it
was not necessary to increase the base salatiles ekecutive officers in order to remain competitivith the peer group, but the
Compensation Committee did decide to continue éimeestype of short-term and long-term incentive paots that were implemented during
the 2004 fiscal year.

Existing Employment Agreements.

The Compensation Committee, based upon the adf/itbe independent compensation consultant, in Jgr2@04 approved the
Company’s employment agreements with Mr. ZafiroppoMr. Denzel and Mr. Wright, and in January 20pgraved the Company’s
employment agreement with Mr. Friedman. The Comaims Committee felt that such employment agreememrte warranted in order to
provide continuity and stability to the Company’amagement team and provide a reasonable severackage in the event their
employment were to be terminated without cause.Jdmapensation Committee believes that the employagmeements continue to provide
a competitive compensation package needed to asioentinued services of the executive officaseatial to the company’s future growth
and financial success. The principal terms of edc¢hose executive officer employment agreemergsammarized in this proxy statement
beginning on page 17.

Specific Factors

In 2005, the compensation program for executiviEef$ consisted of base salary set in accordanttetia terms of their employment
agreements, an annual incentive bonus prograntdigeeir target bonus under those agreements, &maerm incentive component in the
form of stock options, with a major portion of tteéal compensation opportunity in the form of the tincentive components. The
Compensation Committee believes that having a anbat portion of compensation contingent upon @enance aligns the interest of
executive officers with those of stockholders anbances value to stockholders. It is the view ef@mmpensation Committee that the
program satisfied that goal of enhancing valugdaokholders in 2005 and providing compensation Wes generally competitive with other
companies in the peer group with comparable rev&nue

Base Salaries. As noted above, the Compensation Committee dedatetie 2005 fiscal year to maintain the base gatheach
executive officer at the level established for 2004 fiscal year. In setting those 2004 base s#dasis, the Compensation Committee first
established base salaries at levels that weretéatgpetween the 50 and 85 percentiles of the aoalye positions at the peer group
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companies and then adjusted those base salariegdippwecognize individual talents, special valfian individual to the Company and
external demand for executives with the individsi@kperience and skills.

Short-Term Incentive Program.Beginning in 2004, the Company implemented an alntash bonus program with a target bonus for
each executive officer equal to a percentage oéhigial base salary. The percentages range fronf@0¥te Chief Executive Officer to 40%
for the Senior Vice President, World-wide Sales @udtomer Services. The bonus targets are intetodevide bonus opportunities for the
executive officers at the 30  percentile of the pamble positions at the peer group companiespé&hfermance goals for the annual
bonuses may vary from year to year depending otmpany’s strategic focus at the time of estabigithose goals. The actual bonus paid
for a particular fiscal year may be above the tabgaus for that year if the company exceeds thfopeance goals for the year.

For the 2005 fiscal year, the Compensation Committeplemented a management incentive plan congisfia bonus pool for the
executive officers and other key employees. Thgetaoonus for each executive officer was set aséime percentage of annual base salary a
for the 2004 fiscal year and was tied to the Comfsaattainment of a prestablished earnings per share (EPS) objectivh, tivit actual bont
for each officer to be adjusted downward if the E&8et was not met but a threshold level of EPS attained. Because the Company dic
attain the threshold EPS target, no bonuses weaedad under the plan to the executive officers. iedman, however, received a bonus of
$50,000 during the 2005 fiscal year as part oft¢ims of his initial employment package. The bowas paid upon his attainment of certain
pre-established performance objectives at the libtddevel and represented half of the full bonateptial.

Long-Term (Equity) Incentive ProgramThe Compensation Committee has traditionally usecksoption grants as the principal veh
for providing longterm incentive compensation opportunities to thecetive officers and made a series of stock omiiamts to the executi
officers during the 2005 fiscal year. The numbesludres subject to each option grant was seteatehihtended to create a meaningful
opportunity for stock ownership based on the exeeufficer’'s position with the Company, the baséasy associated with that position, the
size of comparable awards made to individualsrilar positions within the industry, the individispotential for increased responsibility
and promotion over the option term, and the indialts personal performance in recent periods. terda@ning the appropriate level of equity
incentive for each executive officer, the CompeinsaCommittee also took into account the officerkssting holdings of the Company’s
common stock, the gains realized in connection witar option grants and the number of vested anasted options held by that individual.

The option grants for the 2005 fiscal year are diesd in the option grant table on page 16 of phixy statement. Each grant has an
exercise price equal to the fair market value pares of the underlying stock on the grant dateiamgsigned to align the interests of the
executive officer with those of the stockholderd arill provide a return to the executive officerpif the market price of the shares
appreciates over the option term. The option graet® made in January 2005 and December 2005. dtienagyrants to the executive office
are typically made in the first quarter of the fisgear, and the January 2005 grants reflectecctrsibmary practice. However, the
Compensation Committee decided to accelerate thé #€cal year option grants by making those grani8ecember 2005 before the
Company became subject to the new stock-based cmafien accounting rules under Statement of Firdacounting Standards No. 123
(revised 2004—"FAS 123(R)"). By granting fully vestoptions at the end of the 2005 fiscal year va8irictions on the sale of the shares
purchase under those options, the Company was@bieid having to expense those options on ienfonal statements and thereby avoid
impacting its reported earnings in the future.

In January 2006, the Compensation Committee dec¢aad/ard restricted stock units (“RSUs”) to theextive officers as an additional
component of their equity compensation. The decisiouse RSUs was made for several reasons, imguigoing concerns over the num
of options being granted, their dilutive effect ngbe stockholders and the financial statement ahpbthose grants under the new stock-
based accounting rules mandated by FAS 123(R)tenthtt that RSUs are less subject to market Vipjatian stock options and provide a
more direct correlation between the financial steget cost to
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the Company and the economic value delivered todbipient. Each RSU entitles the recipient to sinare of the Company’s common stock
at a designated date following the vesting of théeaulying shares. The shares will vest in a serid¢bree successive equal annual installm
over the executive officer’s period of continuedpéomyment, subject to accelerated vesting in thenethe officer's employment terminates
under certain circumstances or upon certain chaingasntrol or ownership of the Company. The vesteares will be issued following the
completion of that three-year vesting period (bearlier, upon the occurrence of any of the acetdel vesting events), without any cash
outlay required of the recipient, but subject te @ompany’s collection of the applicable withholgltaxes.

As part of the introduction of the RSU program, @@mpensation Committee established certain guigglas to the number of shares of
the Company’s common stock for which long-term ggoompensation awards are to be made to the exeaificers in the future, but has
the flexibility to make adjustments to those guiitke$ at its discretion. The current guidelines evor the grant of equity awards in the
form of combined stock option and RSU grants thablive fewer shares of common stock than in eaykers due to the inclusion of the R
component. The Compensation Committee believeshlatombination of RSUs and stock options willyide the executive officers and
other employees of the Company with a competitivet more balanced equity compensation package, whtlee same time reducing the t
number of shares issuable under employee grants.

Peer Group Composition. In constructing the twenty-one companies whizimprise the peer group for comparative compensation
purposes, the outside consultant considered a nuoiiie@ctors, such as geographic location, orgditinal structure, market capitalization i
competition for similar executive talent, and dit give much consideration to the stock price pemmce of those companies. For that
reason, there was no intent to establish a mearlingfrelation between the companies included withe peer group identified for
comparative compensation purposes and the compaclaged within the S&P Small Capital SemicondudEquipment Index which the
Company has selected as the industry index forqmapof the stock performance graph appearingitatais proxy statement.

Compensation of the Chief Executive Officer

It has been the continuing objective of the Compdos Committee to provide Mr. Zafiropoulo with anspensation package that:
(i) provides a level of base salary competitivehvitiat paid to other chief executive officers o theer group companies and (ii) makes a
significant percentage of the total compensatiakage contingent upon Company performance. Howéisrnot the Compensation
Committee’s policy to have the base salary compboENr. Zafiropoulo’s compensation package affedie any significant degree by
Company performance factors.

The Compensation Committee maintained the anntmbfebase salary for Mr. Zafiropoulo, the Compan@hief Executive Officer, at
$550,000 for the 2005 fiscal year. This base sdéanrgl was established during the 2004 fiscal yeemed upon Mr. Zafiropoulo’s tenure and
performance and the Company’s critical need forcbistinued services. His base salary for the 28@%afyear remained in the top quartile of
the base salary paid to other chief executive effiat the peer group companies. The incentive ooergs of the compensation earned by
Mr. Zafiropoulo for the 2005 fiscal year were ealyrdependent upon both the Company’s financidioperance and his individual
performance and provided no dollar guarantees Ziliiropoulo’s target bonus for the 2005 fiscal yeas set at a level that was deemed
comparable to his peers in industry and refleabiviis tenure at and contributions to the Compamg, amounts payable were determined
based upon the Company’s performance relativea®&®S threshold and target levels establishedhé&tryiear and his contribution to the
attainment of those performance goals. In additioe,Compensation Committee granted Mr. Zafiropatbek options for 80,000 shares in
January 2005 and stock options for an additiond@@bshares in December 2005. As mentioned abloed)¢cember 2005 options
represented an acceleration of the grant that woarchally be made to Mr. Zafiropoulo in January @@Md were structured so as to avoid
any
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compensation expense for financial reporting pugpoBoth the January and December option grants iwesnded to provide

Mr. Zafiropoulo with a significant incentive to cioiibute to the creation of stockholder value in ftvem of stock price appreciation. The
option has an exercise price equal to the fair etarllue of the underlying shares and will not hamg value unless the market price of the
Company’s common stock appreciates over the opgion.

In recognition of his dedication and commitmentite Company and to the advancement of its stratdgactives as well as his special
talents and value to the Company, the Compens@tionmittee also awarded Mr. Zafiropoulo on Janudry2®06 RSUs covering 65,000
shares of the Company’s common stock, and his ttéigeus for the 2006 fiscal year was increasedb@¥d.

Compliance with Internal Revenue Code Section 162(m)

Section 162(m) of the Internal Revenue Code gelyadiallows a tax deduction to publicly held comjas for compensation exceeding
$1 million paid to certain of the corporation’s enéve officers, to the extent that compensatioceexis $1 million per covered officer in any
fiscal year. The limitation applies only to compatisn which is not considered to be performancesthaslon-performance based
compensation paid to the Company’s executive affiéer the 2005 fiscal year did not exceed the $iliam limit per officer, and the
Compensation Committee does not anticipate thahoheperformance based compensation to be paltetexecutive officers for fiscal 2006
will exceed that limit However, the&Compensation Committee believes it is importamh#ontain incentive compensation at the requisitel
to attract and retain the executive officers esaktat the Company’s financial success, even ibalbart of that compensation may not be
deductible by reason of the Section 162(m) limitatiAccordingly, the Compensation Committee may/jgk® one or more executive officers
with the opportunity to earn incentive compensatishether through cash bonus programs tied to trepany’s financial performance or
equity awards in the form of RSUs, which may bexness of the amount deductible by reason of Sed6@(m) or other provisions of the
Internal Revenue Code. In establishing such cadteguity incentive compensation programs for thenany’s executive officers, the
Compensation Committee believes that the potedéiductibility of the compensation payable undeséhprograms should be only one of a
number of relevant factors taken into consideratiomd not the sole governing factor.

The Compensation Committee believes that the eixecobmpensation policies and programs in effecttie Company’s executive
officers provide an appropriate level of total reratation which properly aligns the Company’s parfance and the interests of the
Company’s stockholders with competitive and equéaxecutive compensation in a balanced and rebfonaanner, for both the short and
long-term.

Joel F. Gemundée
Member, Compensation Committ

Nicholas Konidaris
Former Chairman, Compensation Commi

Compensation Committee Interlocks and Insider Participation

Messrs. Gemunder, Richard and Sollitto currenttyes@s members of the Company’s Compensation Cdrenilo member of the
Compensation Committee is a former or current effior employee of the Company or any of its subsiels. No executive officer of the
Company serves as a member of the board of direotarompensation committee of any entity whichdras or more of its executive offic
serving as a member of the Company’s Board of Borsmr Compensation Committee.
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STOCK PERFORMANCE GRAPH

The graph depicted below reflects a comparisoh@fttumulative total return (change in stock prikees peinvestment of dividends) of

the Companys Common Stock assuming $100 invested as of Deaeddh@000 with the cumulative total returns of Mesdaq Stock Mark
Index and the S&P Small Capital Semiconductor Eaqeipt Index.

Comparison of Cumulative Total Returns(1)(2)(3)
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(1) The graph covers the period from December 31, 20@@ecember 31, 2005.
(2) No cash dividends have been declared on the Corfgpp@aynmon Stock.
(3) Stockholder returns over the indicated period sthowkt be considered indicative of future stockhold¢urns.

Notwithstanding anything to the contrary set fdrttany of the Company’s previous filings under $eeurities Act of 1933, as amended,
or the Securities Exchange Act of 1934, as amendeidh might incorporate future filings made by bempany under those statutes, nei
the preceding Compensation Committee Report onuixecCompensation nor the Stock Price Performaai@h will be incorporated by

reference into any of those prior filings, nor valich report or graph be incorporated by refereimte any future filings made by the
Company under those statutes.
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CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS

The Company’s Amended and Restated Certificateadrporation and Bylaws provide for indemnificatiafall directors and officers.
In addition, each director and officer of the Comp&as entered into a separate indemnificationesgemt with the Company.

In fiscal year 2005, AMD purchased Company prodémts total of $5.7 million, representing 4.6%tloé Company’s net sales for that
year. Mr. Henri Richard is an executive officerAWD. The Board of Directors has determined thasth#ansactions do not imp.
Mr. Richard’s independent judgment or affect hidependence from management and the Company.

The Board of Directors has adopted a policy thanakerial transactions with affiliates will be t&arms no more or less favorable to the
Company than those available from unaffiliateddhgarties and will be approved by a majority of diginterested members of the Board of
Directors and the Audit Committee.

AUDIT COMMITTEE REPORT

The information contained in this report shall i@ deemed to be “soliciting material” or to be ‘#ifi” with the Securities and Exchan
Commission, nor shall such information be incorgedaby reference into any future filings with tree&ities and Exchange Commission, or
subject to the liabilities of Section 18 of the B@®s Exchange Act of 1934, as amended, excdpetextent that the Company specifically
incorporates it by reference into a document filedler the Securities Act of 1933, as amended, curies Exchange Act of 1934, as
amended.

The following is the report of the Audit Committedth respect to the Company’s audited financialesteents for the fiscal year ended
December 31, 2005, included in the Company’s AnRegdort on Form 10-K for that year.

The Audit Committee has reviewed and discussecdethedited financial statements with managemerti@fdompany.

The Audit Committee has discussed with the Compmaimdependent auditors, Ernst & Young LLP, the erattequired to be discussed
by SAS 61, as amended by SAS 90 (Communication Ylitit Committees).

The Audit Committee has received the written disates and the letter from Ernst & Young LLP reqdiiog Independence Standards
Board Standard No. 1 (“Independence Discussions Auitdit Committees”), as amended, and has discusgbdErnst & Young LLP the
independence of Ernst & Young LLP from the Company.

Based on the review and discussions referred teeaimothis report, the Audit Committee recommenttethe Company’s Board of
Directors that the audited financial statementsbkided in the Company’s Annual Report on FornKLfdr the year ended December 31,
2005 for filing with the Securities and Exchangen@uission.

Submitted by the Audit Committe
of the Board of Director

Dennis Rane

Vincent Sollitto

Rick Timmins, Chairmal
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act o#41@fjuires the Company’s directors, executive efcand any persons who are the
beneficial owners of more than ten percent (10%hefCompany’s common stock to file reports of omshg and changes in ownership with
the SEC. Such directors, officers and greater tharpercent (10%) beneficial stockholders are reguby SEC regulations to furnish the
Company with copies of all Section 16(a) forms thikey

Based solely on its review of the copies of sueimforeceived by it and written representations freporting persons for the 2005 fis
year, the Company believes that all of the Com'’s executive officers, directors and greater treangercent (10%) beneficial stockholders
complied with all applicable Section 16(a) filinggquirements for the 2004 fiscal year.

ANNUAL REPORT

A copy of the Annual Report of the Company for fiseal year ended December 31, 2005 has been nwiteclirrently with this proxy
statement to all stockholders entitled to noticamd to vote at the Annual Meeting. Except for “Bixeve Officers of the Registrant” from
Part | of the Company’s Annual Report on Form 1@Kthe fiscal year ended December 31, 2005, theuAhReport is not incorporated into
this Proxy Statement and is not considered prokgisdion material.

The Board of Directors of
Ultratech, Inc

Dated: June 8, 20C
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ULTRATECH, INC.
PROXY
ANNUAL MEETING OF STOCKHOLDERS
JULY 18, 2006

THISPROXY ISSOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints Arthur W. Zafirdp@nd Bruce R. Wright and each of them as Proafebe undersigned
with full power of substitution, and hereby autlzes them to represent and to vote, as designated,kal of the shares of Common
Stock of Ultratech, Inc., a Delaware corporatidme(tCompany”), held of record by the undersignedvay 30, 2006 at the Annual
Meeting of Stockholders of Ultratech, Inc. to beldhen July 18, 2006 at 2:00 p.m., local time, atratech, Inc.’s Corporate
Headquarters, Building No. 2, 2880 Junction Averfban Jose, California 95134, or at any adjournnoergostponement thereof,
with the same force and effect as the undersigrigtitror could do if personally present thereat. $hares represented by this Proxy
shall be voted in the manner set forth on the seveide

This Proxy, when properly executed, will be voted in the manner directed herein by the undersigned stockholder (s). If
no direction is made, this proxy will be voted FOR Proposals 1 and 2.

1. To elect four (4) directors to serve for the enguimo years until the expiration of their term<008, or until their successors are
duly elected and qualifie

NOMINEES (01) ARTHUR W. ZAFIROPOQULGQ, (02) JOEL F. GEMUNDEF,
(0O3) NICHOLAS KONIDARIS (04) RICK TIMMINS
For ALL Withheld from
Nominees ALL Nominees
O

For all nominees except as noted ab

2.  To ratify the appointment of Ernst & Young LLP aslépendent auditors of the Company for the fisealrending
December 31, 200!
FOR AGAINST ABSTAIN

O O O

(continued, and to be signed, on the other);id

[}




3.  To transact such other business as may properlg d@fore the meeting or any adjournment or postpené thereof, including
the election of any director if any of the aboveniees is unable to serve or for good cause wilkaove.

MARK HERE IF YOU PLAN TO ATTEND THE MEETING O

PLEASE SIGN, DATE AND RETURN THIS PROXY PROMPTLY W$G THE ENCLOSED ENVELOPE

Please sign exactly as your name(s) is (are) sltmwihe share certificate to which the Proxy apphgsen shares are held by
joint tenants, both should sign. When signing aattarney, executor, administrator, trustee or diaa, please give full title as such. If g
corporation, please sign in full corporate namePbgsident or other authorized officer. If a parsh@s, please sign in partnership nam
by authorized perso

DATED:

Signature

(Additional signature if held jointly




