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.l Ultratech

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 3, 2004

TO THE STOCKHOLDERS OF ULTRATECH, INC.:

NOTICE IS HEREBY GIVEN that the Annual Maweg of Stockholders of Ultratech, Inc., a Delaweogeporation (the "Company"), will
be held on June 3, 2004, at 10:00 a.m. local tahthe Company's corporate offices located at Bhgl@, 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 seforethe ensuing two years until the expiratiorthadir terms in 2006, or until their
successors are duly elected and qualified;

2. To ratify the appointment of Ernsty&ung LLP as independent auditors of the Companytfe fiscal year ending
December 31, 2004; and

3. To transact such other businessasproperly come before the meeting or any adjoemtror postponement thereof,
including the election of any director if any ofthbove nominees is unable to serve or for goosecaill not serve.

Only stockholders of record at the closbudiness on April 21, 2004 are entitled to notitand to vote at the Annual Meeting. The
stock transfer books will not be closed betweernréioerd date and the date of the meeting. A listofkholders entitled to vote at the Annual
Meeting will be available for inspection at the extive offices of the Company for a period of té0) days before the Annual Meeting.

All stockholders are cordially invited ttiemd the meeting in person. Whether or not you pdaattend, please submit your proxy over
the Internet, by telephone or by signing and retgrthe 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 amhbijl to assure that all your shares will be votéolu 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,

o W

Arthur W. Zafiropoulo
Chairman of the Board and Chief Executive Offi

April 27, 2004

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
TO BE HELD ON JUNE 3, 2004

General

The enclosed proxy ("Proxy") is solicited lehalf of the Board of Directors of Ultratech¢.lra Delaware corporation (the "Company"),
for use at the Annual Meeting of Stockholders tdblel on June 3, 2004 (the "Annual Meeting"), oay adjournment or postponement
thereof. The Annual Meeting will be held at 10:06haat the Company's corporate offices locatedudtdi®ig 2, 2880 Junction Avenue,

San Jose, California 95134. These proxy solicitati@aterials were mailed on or about May 14, 200dlItstockholders entitled to vote at the
Annual Meeting.

Voting

The specific proposals to be consideredeaanteld upon at the Annual Meeting are summarizéddraccompanying Notice and are
described in more detail in this Proxy StatememtAQril 21, 2004, the record date for determinatdistockholders entitled to notice of and
to vote at the Annual Meeting, approximately 23,363 shares of the Company's common stock, $.00¢ghae ("Common Stock"), were
issued and outstanding. No shares of the Comppraferred stock were outstanding. Each stockhatdentitled to one vote for each shart
Common Stock held by such stockholder on AprilZ104. Stockholders may not cumulate votes in thetign of directors.

All votes will be tabulated by the inspeaobd elections appointed for the meeting who wélparately tabulate affirmative and negative
votes, abstentions and broker non-votes. Brokerodes are shares which are not voted by the bnwkeris the record holder of the shares
because the broker does not receive voting instnEfrom 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 matte@ediors are elected by a plurality vote.
The other matters submitted for stockholder apgdrawthis 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. Wéthard 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 norotes are counted as present for purposes of deiegrihe presence or absence of a quorum forémsaction ¢
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 saffext 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 nmrdttes been obtained.

Revocability of Proxies

If the enclosed form of proxy is properigreed and returned or if you submit your proxy &oting instructions 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 Interndtyotelephone 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 aach 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 arnti,n@gpect to any other proposals
properly brought before the Annual Meeting, asBbard of Directors recommends. If you vote younqyrby mail, you may revoke or
change your proxy at any time before the Annual tMigeby filing with the Secretary of the Companytlad Company's principal executive
offices, a notice of revocation or another signeskp with a later date. If you choose to vote yptwxy over the Internet or by telephone,




you can change your vote by voting again usingsttmee method used for the original vote (i.e., dhernternet or by telephone) so long
you retain the proxy card referencing your votartoal number. You may also revoke your proxy byiadling the Annual Meeting and voti
in person.

Solicitation

The Company will bear the entire cost dic#ation, including the preparation, assemblyinting and mailing of this Proxy Statement,
the Proxy and any additional solicitation materfaiished 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 has
also retained the services of Georgeson SharehGlo®munications, Inc. to assist in the solicitatidproxies for which it will receive a fee
from the Company of approximately $10,000, plusafuysocket expenses.

Deadlinefor Receipt of Stockholder Proposals

Proposals of stockholders of the Compaay déine intended to be presented by such stocklsoédehe Company's 2005 Annual Meeting
must be received no later than January 14, 2005der that they may be included in the proxy staenand form of proxy relating to that
meeting. In addition, the proxy solicited by theaBa of Directors for the 2005 Annual Meeting witirdfer discretionary authority to vote on
any stockholder proposal presented at that meatinigss the Company receives notice of such propesare March 30, 2005.

2




MATTERSTO BE CONSIDERED AT ANNUAL MEETING

PROPOSAL ONE
ELECTION OF DIRECTORS

General

On July 23, 1993, the Board of Directord atockholders of the Company approved the Compakiyended and Restated Certificate of
Incorporation to provide for a classified Boarddifectors consisting of two classes of directoegleserving 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 Areérachd Restated Certificate of
Incorporation was amended in 2003 by the stockmslttechange the name of the Company to Ultratiech,

The class of directors whose term of offigpires at the Annual Meeting currently consigtioar directors, all of whom are current
directors of the Company. The directors electetthi®class will serve for a term of two years, exyg at the 2006 Annual Meeting of
Stockholders, or until their successors have bednalected and qualified. As a result, if the noegs for election to the Board of Directors
are elected at the Annual Meeting, the Board o&&wrs will consist of eight persons, with no vagas. The names of the persons who are
nominees for director, the terms of their propodieectorship, and their positions and offices wviite Company as of April 15, 2004 are set
forth below.

Each person nominated for election hasezpte serve if elected, and management has norréadeelieve that 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 belowfdirecandidates receiving the high
number of affirmative votes of the shares reprekand 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 2006 Annual M eeting of Stockholders

Arthur W. Zafiropoulqg 65, founded the Company in September 1992 toigcqgartain assets and liabilities of the Ultrat&tapper
Division (the "Predecessor") of General Signal Texdbgy Corporation ("General Signal") and, sinceréhal993, 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, andimdApril 2001 to January 2004. Between Septembed 9@l March 1993, he was
President of the Predecessor. From February 198gpgtember 1990, Mr. Zafiropoulo was President@féal 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 semdltictor equipment manufacturer,
which was a unit of General Signal. From July 2@93uly 2002, Mr. Zafiropoulo served as Vice Chaimof 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, &4firopoulo has served as Chairman of SEMI; amdZdafiropoulo has been on the
Board of Directors of SEMI since July 1995.

Joel F. Gemunder64, has been a Director of the Company sinceliactd997. Mr. Gemunder has been President and deraeshthe
Board of Directors of Omnicare, Inc., a pharmaayises provider,




since 1981, and has been Chief Executive Officé@dmhicare since May 2001. Mr. Gemunder has alsecedesis a member of the board of
directors of Roto-Rooter Inc., formerly known ase@ted Corporation, a company operating in the sedvain and pipe cleaning, HVAC
services and plumbing repair business and the He¥A€appliance repair and maintenance busines® $8i7.

Nicholas Konidaris 59, has served as a Director of the Company sinlge2000. Mr. Konidaris has served as PresidedtGhief
Executive Officer of Electro Scientific Industridag., a global supplier of manufacturing equipmtenincrease productivity for customers in
the semiconductor, passive components and electegpiipment markets, since January 2004. From1B89 to January 2004, Mr. Konida
served as President and Chief Executive Officekdfantest America, Corp., a holding company of Anteat America, Inc. ("Advantest"),
which is a manufacturer of testers and handlemmHMfebruary 1997 to July 1999, Mr. Konidaris seraedhe Chief Executive Officer of
Advantest America, Corp. From July 1997 to Jan2&@4, Mr. Konidaris also served as Chairman oBbard, President and Chief
Executive Officer of Advantest America, Inc.

Rick Timmins 51, has been a Director of the Company since 8L8000. Since January 1996, Mr. Timmins has semgedice-
President of Sales and Finance for Cisco SystamsMr. Timmins has served as a member of the bofgitectors of Transmeta
Corporation since May 2003, and is the chairmathefaudit committee of Transmeta's board of dimscto

Directors Not Up for Election Whose Term Ends Upon the 2005 Annual M eeting of Stockholders

Thomas D. George64, has served as a Director of the Company shateber 1997. From April 1993 through May 1997, Eeorge
served as the President of Motorola SPS ("MotojoRrbm June 1986 through April 1993, Mr. Georgeved as the Assistant General
Manager of Motorola. In addition, Mr. George hassed as a Director of Amkor Technology, Inc., akzging and test services provider,
since October 1997, and is currently a memberettmpensation committee of Amkor's board of dmesct

Kenneth Levy 61, has served as a Director of the Company $taye1993. Mr. Levy is a founder of KLA Instrumer@srporation
(KLA) and since July 1, 1999 has served as Chairaiahe Board and Director of KLA-Tencor. From Jd§98 until June 30, 1999, he was
the Chief Executive Officer and a Director. FromridBO, 1997 until June 30, 1998, Mr. Levy was Chwin of the Board of KLA. From 19
until April 30, 1997, he served as Chairman of Beard and Chief Executive Officer of KLA Instrumsr@orporation. Mr. Levy also serves
on the boards of directors of the following pulda@mpanies: Extreme Networks, Inc. a provider ofwoek infrastructure solutions, since
October 2001 and of Juniper Networks, Inc., a gtevbf internet infrastructure solutions, sinceutay 2003. In addition, Mr. Levy serves as
a director emeritus on the board of Semiconductprifiinent and Materials Institute (SEMI), an indydtade association.

Dennis R. Raney61, has served as a Director of the Company g\pci 2003. Mr. Raney served as Chief Financiaficf of eONE
Global, LP, a company that identifies, develops aperates emerging electronic payment systemsedatd technologies that address e-
commerce challenges, from July 2001 to June 20@8nMarch 1998 to July 2001, Mr. Raney served agfGhnancial Officer and
Executive Vice President of Novell, Inc., a produgkenetwork software. From March 1997 to Decemt#97, Mr. Raney served as Chief
Financial Officer and Executive Vice President & Inc., a provider of enterprise resource plagrénftware. Mr. Raney has served as a
director of Equinix, a provider of data center &migrnet exchange services, since April 2003, @ndes as chair of the audit committee of
Equinix's board of directors. Mr. Raney has alsvest as a director of EasyLink Services Corporatéoprovider of information exchange
services, since May 2003, and serves as chairedldit committee of EasyLink's board of directtmsaddition, since February 2004,

Mr. Raney has served as a director of ViewPoin{pGmation, a provider of visual application develam content assembly and delivery
technology, and as chair of the audit committe¥iefvpoint's board of directors. From July 2002 to
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June 2003, Mr. Raney served as a director of PrioBsis Services, Inc., which was acquired by Aut@niaata 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 preseed state technology companies, from March 2000rie 2003. Mr. Raney previously served as a direstd audit committe
member of W.R. Hambrecht & Company, an investmanking firm, from November 1998 to July 2001 and/ed as a director and audit
committee member of ADAC Laboratories, a compamy 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 Univeystf Chicago.

Vincent F. Sollitto, Jr, 56, has served as a Director of the Company sinlye2000. Since September 2003, Mr. Sollitto $&xved as
President and Chief Executive Officer, and as eatiir of Brillian Corp., a high definition televisi developer and manufacturer. Between
February 2003 and August 2003, Mr. Sollitto serasdPresident of Sollitto Associates, a managenwrgulting firm. Mr. Sollitto served as a
Director and the Chief Executive Officer for Pho@ynamics, a manufacturer of test, repair and icspe equipment for the flat panel
display industry, from June 1996 to February 20098m July 1993 to February 1996, Mr. Sollitto se&has Vice-President and General
Manager of Fujitsu Microelectronics, a semiconduetud electronics device company. Mr. Sollitto kesred as a Director of Irvine Sensors
Corporation, a developer of advanced signal pracgssd image stabilization technologies, sinceddr997, and Applied Films
Corporation, a solutions provider of thin film textiogy for the flat panel display industry, sincdyJ1999. Mr. Sollitto serves on the audit
and compensation committees of Irvine Sensors Catipo and Applied Films Corporation.

Board Committeesand M eetings

During the fiscal year ended December 8032 the Board of Directors held five (5) meetiags! acted by unanimous written conser
two (2) occasions. The Board of Directors has adiddommittee, Compensation Committee and a Norimigaind Corporate Governance
Committee. Current copies of the charters of thdindommittee, the Compensation Committee and thmiNating and Corporate
Governance Committee as well as the Corporate @anee Policies of the Board of Directors can befban the Company's website at
www.ultratech.com. During the respective term &f $grvice on the Board and its committees duriegptist fiscal year, each of the directors
attended or participated in 75% or more of the eggte of (i) the total number of meetings of thaioof Directors and (ii) the total number
of meetings held by all committees of the Boardmrich he served.

Executive Sessions

Executive sessions of non-management direetre generally held four times a year, at tltecfra regular meeting of the board of
directors. The sessions are chaired by the ChaireoNominating and Corporate Governance Committee.

Communications with the Board

Any stockholder may communicate with theaBbof Directors by postal mail. Communications #u@ intended 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. Commuridcet should be sent to: Investor Relations,
Attn: Board of Directors, c/o Ultratech, Inc., 30B@nker Road, San Jose, California 95134. The Cagipénvestor Relations department
will screen all communications for offensive or @tvise inappropriate messages, including advergsésrand other solicitations unrelated to
the Company or the activities of the Board of Dioges.




Policy Regarding Director Attendance at Annual Niegs of Stockholders

The Company strongly encourages attendaypeach incumbent director and each nominee tBtiaed at its Annual Meetings of
Stockholders. Three Board members attended the @uoytgp2003 Annual Meeting of Stockholders.

Compensation Committee

The Compensation Committee currently cassisfour (4) directors, Messrs. Levy, George, @eder and Konidaris. The Board of
Directors has determined that each current memttbeaCompensation Committee is an "independertthr as that term is defined in
Rule 4200 of the listing standings of the NatioAssociation of Securities Dealers. Furthermore Bbard of Directors has determined that
the relationship between the Company and KLA-Tei@mnporation, a company with which Mr. Levy is bffied, which relationship is
described under the section entitled "Certain Relahips and Related Transactions" below is noenatto and does not interfere with the
exercise of Mr. Levy's independence from managemedthe Company. The Compensation Committee hagtan charter, which was
adopted by the Board of Directors in January 20@Bamended in February 2004. The Compensation Ctieanis primarily responsible for
approving the Company's general compensation psland setting compensation levels for the Compaxgcutive officers. The
Compensation Committee also has sole and exclasitr®rity to administer the Company's 1993 StockddfStock Issuance Plan (the "1!
Plan"), the Company's Employee Stock Purchasedtdrihe Company's 1998 Supplemental Stock OptiockSssuance Plan. The
Compensation Committee held nine (9) meetings dutie past fiscal year and acted by unanimousesritbnsent on one (1) occasion.

Audit Committee

The Audit Committee currently consistshoke (3) directors, Messrs. Raney, Sollitto andrifiins. The Audit Committee is responsible
for overseeing the integrity of the Company's fitiahstatements and the appointment, compensai@iifications, independence and
performance of the Company's independent audisraell as compliance with related legal and regeyarequirements and performance of
the Company's accounting practices and internatraien The Audit Committee held seven (7) meetidgsng the last fiscal year and did not
act by unanimous written consent.

The Board of Directors adopted and appraveditten charter for the Audit Committee on J8n2000. The Audit Committee's charter
was substantially revised on January 28, 2003 aasifurther amended on February 2, 2004, a copyhafhwis attached hereto as
Appendix A. The Board of Directors has determinteat each current member of the Audit Committeéndependent” as that term is defined
in Rule 10A-3 under the Securities Exchange Ac984 and an "independent director" as that terdefmed in Rule 4200 of the listing
standards of the National Association of Securileglers. In addition, the Board of Directors hagetdnined that each of Mr. Raney and
Mr. Timmins is an "Audit Committee Financial Expgeas that term is defined by Iltem 401 of SEC RefijtaS-K.

Nominating and Corporate Governance Committee

The Nominating Committee, which was fornred\pril 2001, and which was changed to the Nomitgatind Corporate Governance
Committee in January 2003, currently consists mdeh(3) directors, Messrs. George, Konidaris amanins. The Board of Directors has
determined that each current member of the Nonmigathd Corporate Governance Committee is an "intbgoe director” as that term is
defined in Rule 4200 of the listing standings af tthational Association of Securities Dealers. Theriating and Corporate Governance
Committee held two (2) meetings during the lastdisear and did not act by unanimous written conda January 2003, the Board of
Directors substantially revised the written chafterthe Nominating and Corporate Governance CotemifThe Nominating and Corporate
Governance Committee recommends to the Board efcRirs the individuals to be

6




nominated to stand for election to the Board bgldtolders at each annual meeting and to fill vaiesnon the Board, implements the Board's
criteria for selecting new directors, develops esmbmmends or assesses corporate governance paliciee Company and the Board, and
oversees the Board's annual evaluation.

Consideration of Director Nominees
Stockholder Nominees

The Nominating and Corporate Governance @ittee will consider nominations for election t@tBoard recommended by stockholc
as described below under "Identifying and Evalugatitominees for Directors.” In evaluating such noatiions, the Nominating and Corporate
Governance Committee seeks to achieve a balana®wfledge, experience and capability on the Boartita address the membership
criteria set forth under "Director Qualificationglch nominations by stockholders must be madeohbgenin writing delivered or mailed by
first class United States mail, postage prepaitheédSecretary or Assistant Secretary of the Compathe Company's corporate offices, and
received by the Secretary or Assistant SecretatiggoCompany within the time permitted for subnuasdf a stockholder proposal for
inclusion in the Company's proxy statement forriflevant Annual Meeting of Stockholders. The noti€aomination delivered to the
Company must set forth as to each proposed nomiheds not an incumbent director (i) all informaticelating to the individual
recommended that is required to be disclosed pntsaa&Regulation 14A under the Securities Exchahgteof 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 berafycand of record by such
stockholder(s), (iii) appropriate biographical infation (including a business address and a tef@hamber) and a statement as to the
individual's qualifications, with a focus on anyteria 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 entitledote on the date of submission of such writtetenials, 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 encage selection of directors who will contribute be Company's 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 NominatingGordorate Governance Committee review from timgme the experience and
characteristics appropriate for Board members anecidr candidates in light of the Board's compoasit 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 chtgaand adherence to high ethical standards;

. holds or has held a generally recognized positfdaaslership in the community and/or chosen fidldrdeavor, and has
demonstrated high levels of accomplishment;

. has demonstrated business acumen and experiencabiity to exercise sound business judgment itterathat relate to the
current and long-term objectives of the Company;

. has the ability to read and understand basic fiahstatements and other financial information g@ieihg to the Company;

. has a commitment to understand the Company amdigisess, industry and strategic objectives;
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. has a commitment and the ability to regularly attand participate in meetings of the Board of Qives; Board Committee
and stockholders, number of other company Boardstoch the candidate serves and ability to genefalfill all
responsibilities as a director of the Company;

. is willing to represent and act in the interestalbstockholders of the Company rather than therésts of a particular group;
. is in good health, and has the ability to serve;
. for prospective non-employee directors, would lskependent under SEC and applicable Nasdaq ruldsharabsence of any

conflict of interest (whether due to a businesparsonal relationship) or legal impediment to,estriction on, the nominee
serving as a director; and

. is willing to accept the nomination to serve asradador of the Company.
Identifying and Evaluating Nominees for &itors

The Nominating and Corporate Governance @iti@e nominates individuals for election as Dioestat each annual meeting of
stockholders and for appointment to fill vacan@aghe Board of Directors in consultation with tempany's Chief Executive Officer. The
Committee identifies and evaluates nominees whegdban 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 Advisors The Committee may engage a third-party sefimthor other advisors to assist in identifying gpective
nominees.
. Stockholder Suggestions for Potential Nominee3he Committee will consider suggestions of immas from stockholders

properly submitted in accordance with procedurexptatl by the Committee, as summarized above.

. Nomination of Incumbent Directors The reromination of existing directors should not be \eeMas automatic, but should
based on continuing qualification under the critexilopted by the Committee.

. Interviews. After reviewing appropriate biographical infation and qualifications, first-time candidated i interviewed
by at least one member of the Committee and bytief Executive Officer.

. Board Approval Upon completion of the above procedures, thm@ittee shall determine the list of potential ddatkes to
be nominated or appointed to the Board, subjetitd@pproval of the full Board, which shall inclualgproval by a majority of
the independent directors. The Board of Directatksslect the slate of nominees only from candidatientified, screened a
approved by the Committee.

Director Compensation

During the fiscal year ended December 8032 the compensation paid to the non-employeedBm@mbers was 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 Boamhbaes; (ii) a per meeting fee for Audit Committeeetings 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 (@rameeting fee for Board meetings of $1,000. Chmpany will continue to reimburse
each non-employee Board member for expenses imturm@onnection with his attendance at such Boata@mmittee meetings.
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Pursuant to the Automatic Option Grant Paagin effect under the 1993 Plan, each individuad becomes 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 Commoh.Sthe option will have an exercise price equahtfair market value per share of
Common Stock on the applicable grant date. Theooptill have a maximum term of ten (10) years meadgdrom the grant date, subject to
earlier termination upon the optionee's cessatidoard service. The option will be immediately misable for all of the option shares, but
any shares purchased under the option will be stutgaepurchase 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 shandisvest in three (3) successive equal
annual installments upon completion of each ofrtéwet three (3) years of Board service thereaftarApril 15, 2003, Mr. Raney received
such an automatic option grant for 12,000 sharés an exercise price of $10.84 per share in comneetith his appointment to the Board on
that date.

On the date of each Annual Meeting of Shattters, each non-employee Board member who ierttraue to serve on the Board,
whether or not he or she is standing for re-elediiothe Board at that particular Annual Meetingl| receive an automatic option grant for
8,000 shares of the Company's Common Stock. Eadhaption will have an exercise price per shareabtputhe fair market value per share
of the Common Stock on the grant date and will reaw@aximum term of ten (10) years measured fromdate, subject to the earlier
termination upon the optionee's cessation of Beardice. The option is immediately exercisabledibthe option shares. However, any
shares purchased under the option will be subjeatfurchase by the Company, at the option exeptise paid per share, upon the option
cessation of Board service prior to vesting in ghsisares. The shares subject to each such 8,008 ghaat will vest upon the earlier of (i) the
optionee's completion of one (1) year of Board isermeasured from the grant date and (ii) the op#ds continuation in Board service
through the day immediately preceding the datdeffirst Annual Meeting of Stockholders followintgetgrant date. On June 5, 2003, the
of the 2003 Annual Meeting of Stockholders, Mes&wsmunder, George, Levy, Konidaris, Sollitto anchifiins each received, as a
continuing non-employee director, an option grarder the Automatic Option Grant Program for 8,008rss of the Company's Common
Stock with an exercise price of $18.89 per sh&e fair market value per share of the Common Stocthat date. Mr. Raney did not receive
an 8,000 share option grant at the 2003 Annual Mgeif Stockholders because he had not servedeoBadlard of Directors for at least six
months as of the date of the 2003 Annual Meetin§totkholders.

The shares subject to each outstandingmoptider the Automatic Option Grant Program wihienmediately upon an acquisition of
Company by merger or asset sale or upon certa@r ottanges in control or ownership of the Compélpon the successful completion of a
hostile tender offer for more than 50% of the Conymoutstanding Common Stock, each automatic opgfiant may be surrendered to the
Company in return for a cash distribution from @@mpany in an amount per surrendered option stpral ¢o the excess of (i) the fair
market value per share of Common Stock on thettiateption is surrendered to the Company or, idtgne the highest reported price per
share of Common Stock paid in the tender offer @njethe option exercise price payable per share.

Recommendation of the Board of Directors
The Board of Directors recommends thatstioekholders vote FOR the election of each of tiva nominees.
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PROPOSAL TWO
RATIFICATION OF INDEPENDENT AUDITORS

The Audit Committee of the Board of Dirasttias appointed the firm of Ernst & Young LLP,eépéndent auditors for the Company
during the fiscal year ended December 31, 2008¢tee in the same capacity for the fiscal yearren@iecember 31, 2004, and is asking the
stockholders to ratify this appointment. The affitive vote of a majority of the shares represeatetientitled to vote at the Annual Meeting
is required to ratify the selection of Ernst & YauhLP as the Company's independent auditors.

In the event the stockholders fail to sattfe appointment, the Audit Committee of the Boair®irectors 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 beliswthat such a change would be in the best inteoéste Company and its stockholders.

Representatives of Ernst & Young LLP arpested to be present at the Annual Meeting, willshtne opportunity 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 LLP during fiscal year 2003
Audit Fees

Audit fees accrued and paid by the Comparrnst & Young LLP during the Company's 20034disgear were for professional services
rendered for the audit of the Company's annuahfire statements, review of quarterly financiatestaents, audit services in connection with
statutory filings, consents, review of documenedfiwith the SEC, and accounting and financial repg consultation totaled $455,271.
Audit fees accrued and paid by the Company to EBnébung LLP during the Company's 2002 fiscal yEarprofessional services rendered
for the audit of the Company's annual financialesteents, review of quarterly financial statemeatslit services in connection with statutory
filings, consents, review of documents filed witle ISEC, and accounting and financial reporting glbaison totaled $478,351.

Audit-Related Fees

Audit-related fees accrued and paid byGbenpany to Ernst & Young LLP during the Company®2fiscal year for internal control
reviews and assistance with Section 404 internarobreporting requirements totaled $188,254. €heere no audit-related fees accrued and
paid by the Company to Ernst & Young LLP during @@mpany's 2002 fiscal year.

Tax Fees

Tax fees accrued and paid by the Compaiynst & Young LLP during the Company's 2003 fispadr for tax compliance, tax advice
and tax planning totaled $151,972. Tax fees accaneldpaid by the Company to Ernst & Young LLP dgrihe Company's 2002 fiscal year
for tax compliance, tax advice and tax planningises totaled $159,105.

All Other Fees

Other than as set forth above, there werether fees accrued and paid by the Company tst&Young LLP during the Company's
2003 or 2002 fiscal years.
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Financial Information Systems Design and Implemigmma-ees

The Company did not engage Ernst & Youn@ltb provide advice to the Company regarding firenaformation systems design and
implementation during fiscal year 2003.

All of the 2003 audit fees, audit-relategd and tax fees, and all other fees, were apptoyéue Audit Committee of the Company's
Board of Directors. During 2003, the Audit Committgid not adopt pre-approval policies, but rathapproved services provided by the
Company's independent auditors as needed. The Bodiimittee has adopted pre-approval policies f@2@nd any pre-approval is detailed
as to the particular service or category of sess/tbat has been pre-approved. In addition, the tACoinmittee has delegated to Mr. Timmins
the ability to approve, on behalf of the Audit Coittee and in accordance with Section 10A undeiSkeurities Exchange Act of 1934,
services to be performed by the Company's indeperadslitors.

The Audit Committee considered whethergtmvision of audit-related services, tax serviéemncial information systems design and
implementation services and other non-audit sesvigceompatible with the principal accountantsepehdence.

Recommendation of the Board of Directors

The Board of Directors recommends thatstieekholders vote FOR the ratification of the stdecof Ernst & Young LLP to serve as the
Company's independent auditors for the fiscal paaling December 31, 2004.

OTHER MATTERS

The Company knows of no other matterswhithbe presented for consideration at the Annualeting. If any other matters properly
come before the Annual Meeting, it is the intentidnthe persons named in the enclosed form of Ptoxypte the shares they represent as the
Board of Directors recommends. Discretionary authavith 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 infation known to the Company with respect to thedfieial ownership of the Company's
Common Stock as of April 1, 2004 (unless othensisged in the footnotes) by (i) all persons whoaresho may be deemed beneficial
owners of five percent (5%) or more of the Compsu@ommon Stock, (ii) each director of the Compdiiiy the Named Executive Officers
(as defined below) and (iv) all current directonsl @xecutive officers as a group. Unless othermidieated, the principal address of each of
the stockholders below is c/o Ultratech, Inc., 3@a@ker Road, San Jose, CA, 95134. Unless otheimdseated, each of the security holders
has sole voting and investment power with respetite shares beneficially owned, subject to comtgiproperty laws, where applicable.

Shares of Common Stock Per centage of Shares
Name and Address of Beneficial Owner (1) Beneficially Owned Beneficially Owned(1)
Arthur W. Zafiropoulo(2) 1,877,41 7.8%
Bruce R. Wright(3' 317,52¢ 1.2%
John E. Denzel(4 126,09: *
Erik Smith(5) 41,79: *
Kenneth Levy(6 40,00( *
Joel Gemunder(i 45,00( *
Thomas D. George(¢ 49,00( *
Vincent F. Sollitto(9) 32,00( *
Rick Timmins(10) 32,00( *
Nicholas Konidaris(11 32,00( *
Dennis Raney(1Z 14,00( *
All current directors and executive officers asaup (11 persons)(1: 2,606,82! 10.€%

* Less than one percent of the outstanding CommorkSto

@ Percentage of ownership is based on 23,700,688sb&iCommon Stock issued and outstanding on Ap@D04. This percentage
also takes into account the Common Stock to whith sndividual or entity has the right to acquienbficial ownership within sixty
(60) days after April 1, 2004, including, but nimhited to, through the exercise of options; howegech Common Stock will not be
deemed outstanding for the purpose of computingéneentage owned by any other individual or en8tych calculation is required
by Rule 13d-3(d)(1)(i) under the Securities ExcheaAgt of 1934, as amended.

2 Includes 1,440,109 shares held in the name of AitiuZafiropoulo, trustee of the Separate Prop@rtyst, dated July 20, 1998, for
the benefit of Arthur W. Zafiropoulo. Includes 33@8 shares of the Company's Common Stock subjexitions which are currently
exercisable or which will become exercisable witBihdays after April 1, 2004. Also includes 100,8B@res held in the name of the
Zafiropoulo Family Foundation.

3) Includes 258,800 shares of the Company's Commak Stebject to options which are currently exerdisaiy which will become
exercisable within 60 days after April 1, 2004.

4 Includes 122,947 shares of the Company's Commak Stabject to options which are currently exerdisaiv which will become
exercisable within 60 days after April 1, 2004.

(5) Includes 40,334 shares of the Company's CommorkStdgject to options which are currently exercisad which will become
exercisable within 60 days after April 1, 2004.

(6) Consists of 40,000 shares of the Company's Comrtank Subject to options which are currently exexble or which will become
exercisable within 60 days after April 1, 2004.
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(7)

(8)

(9)

(10)

(11)

(12)

(13)

Includes of 44,000 shares of the Company's ComnackSubject to options which are currently exeable or which will becom
exercisable within 60 days after April 1, 2004.

Includes 5,000 shares held in the name of Thoma&3dorge and Colleen George, trustees of the Géagely Trust. Includes 44,0(
shares of the Company's Common Stock subject toregpivhich are currently exercisable or which Wwiicome exercisable within
60 days after April 1, 2004.

Consists of 32,000 shares of the Company's Comrtark Subject to options which are currently exexole or which will become
exercisable within 60 days after April 1, 2004.

Consists of 32,000 shares of the Company's Comruamk Subject to options which are currently exexle or which will become
exercisable within 60 days after April 1, 2004.

Consists of 32,000 shares of the Company's Comrtamrk Subject to options which are currently exexole or which will become
exercisable within 60 days after April 1, 2004.

Includes 12,000 shares of the Company's Commork Stdgject to options which are currently exercisad which will become
exercisable within 60 days after April 1, 2004.

Includes 995,389 shares of the Company's Commak Stabject to options which are currently exerdisaiv which will become
exercisable within 60 days after April 1, 2004.
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EXECUTIVE COMPENSATION AND RELATED INFORMATION
Executive Compensation
Summary Compensation

The following table provides certain sumniaformation concerning the compensation earnadsérvices rendered to the Company
its subsidiaries in all capacities for each of |t three fiscal years, by the Company's Chiefchttee Officer and each of the other executive
officers of the Company whose salary and bonushi®®2003 fiscal year was in excess of $100,000¢gctlely, the "Named Executive
Officers"). No other executive officer who wouldveaeotherwise been included in such table on thsledgompensation earned for the 2003
fiscal year resigned or otherwise terminated sufiber status during that fiscal year.

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 Year ®O (6] (©IE) Awards($) Options(#) [OIE)]
Arthur W. Zafiropoulo(1) 200z 464,30¢ 0 18,41°¢ 0 325,00t 0
Chairman of the Board and Chief 200z 185,00( 0 21,41¢ 0 180,00( 4,50(
Executive Officel 2001 190,65! 21,54¢ 0 0 138,30¢ 6,00(
John E. Denzel(1) 200z 223,34t 0 0 0 225,00( 0
President and Chief Operating 200z 149,87 100,00( 0 0 80,00( 50C
Officer 2001 185,59( 4,04¢ 0 0 28,00( 2,00(¢
Bruce R. Wright(1) 2002 259,86( 0 0 0 235,00( 0
Senior Vice President, Finance, 200z 200,36t 0 0 0 80,00( 50C
Chief Financial Officer, and 2001 127,95 0 0 0 54,50( 2,00(
Secretary

Erik Smith(1) 200¢: 207,69: 4,56( 0 0 90,00( 0
Senior Vice President, Worldwide 200z 169,15« 48,49 0 0 64,00( 50C
Sales 2001 159,08 95,34: 0 0 35,07¢ 2,00(¢

@ Mr. Zafiropoulo has served as Chief Executive @fffiof the Company since March 1993. Mr. Zafiropasoved as President of the
Company from March 1993 to March 1996, from May 288 April 1999, and from February 2001 to Janu2094. Mr. Wright joinec
the Company in June 1999 as Senior Vice Presi@@mance, Chief Financial Officer and Secretary. Dienzel has served as Presic
and Chief Operating Officer since January 2004. Mmzel served as Senior Vice President, Operations January 2002 to
January 2004. From December 1999 to December 200Denzel served as the Vice President, Operatiesisonsible for all
Engineering and Manufacturing activities. From JU®96 to November 1999, Mr. Denzel served as tlve President, Manufacturir
Mr. Smith has served as Senior Vice President, tMade Sales and Service since September 2001. Faommary 2000 to
September 2001, Mr. Smith served as Vice PresifeWorldwide Sales. From March 1999 to December9]1 8. Smith served as
Director of Marketing, and from August 1997 to Redmy 1999, Mr. Smith served as Director of Inteiovzl Marketing. From
June 1997 to July 1997, Mr. Smith was the Direofdnternational Business Development. From Jul92léb May 1997, Mr. Smith
served as Director of Operations for the Compadgfsmn and Korea offices.
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2 Includes compensation deferred by the Named Exex@fficer under the Company's Section 401(k) P&attion 125 Cafeter
Benefit Plan and the non-qualified deferred compgas plan. Messrs. Denzel and Smith have outstgnaccount balances under the
non-qualified deferred compensation plan. Althotlghfunds available as investment options undentimequalified deferred
compensation plan are not the same as those aeaitaparticipants with account balances undeGbmpany's 401(k) plan, the non-
qualified plan investment choices provide investhwdjectives (growth funds, value funds and fixedome funds) which are the
same as the investment funds available under thé}plan. The investment return which Mesrs. Déarel Smith earned on their
account balances under the non-qualified planifer2003 fiscal year was comparable to the returtheriunds with the same
investment objectives which were available to pgrtints in the Company's 401(k) plan.

3) In 2002, as part of management's continuing eftorteduce the Company's expenses, the Named BExeQificers voluntarily
elected to reduce their salaries by amounts rarfgamy 17.7% to 51.9%. In addition, the salariegath of the Named Executive
Officers were decreased by approximately 10% fersilx-month period between May 2001 and Novemb®@d 20 connection with a
Company-wide salary reduction program. Over theespariod, Messrs. Zafiropoulo and Wright voluntariéduced their salaries by
additional amounts.

()] Includes $18,415 and $21,416 of the amount paith®yCompany in 2003 and 2002, respectively, fomihe-business use of a
Company automobile provided to Mr. Zafiropoulo.

(5) Comprised of the following items: (i) the Compangtehing contribution under the 401(k) plan in tbBowing amounts per Named
Executive Officer: $0 in 2003, $500 in 2002 andd®®,in 2001; and (ii) $4,000 in term life insuramremiums paid on behalf of
Mr. Zafiropoulo for each of the 2002 and 2001 flsezars.

Stock Options

The following table provides information tire option grants made to the Named Executivec@®fi during the fiscal year ended
December 31, 2003. No stock appreciation rightevgeanted to the Named Executive Officers durirag fiscal year.

Option Grantsin Last Fiscal Year

Potential Realizable

Value at Assumed
Individual Grants Annual Rates of
Stock Price
Appreciation
Number of % of Total for Option Term(3)
Securities Options
Underlying Granted to Exercise
Options Employees Price Expiration
Name Granted(1) in Fiscal Year ($/sh)(2) Date 5% ($) 10% ($)
Arthur W. Zafiropoulo 125,00( 8.C 11.3¢€ 1/27/1: 893,03 2,263,111
200,00( 12.¢ 21.8: 7/20/1% 2,745,775 6,958,28|
John E. Denzel 75,00( 4.8 11.3¢ 1/27/1: 535,81¢ 1,357,86!
150,00( 9.€ 21.8: 7/20/1: 2,059,31! 5,218,71I
Bruce R. Wright 75,00( 4.8 11.3¢ 1/27/1: 535,81¢ 1,357,86!
160,00( 10.2 21.8: 7/20/1% 2,196,60: 5,566,62:
Erik Smith 30,00( 1.8 11.3¢ 1/27/1z 214,32 543,14°
60,00( 3.8 21.8: 7/20/1% 823,72¢ 2,087,48.

@ Grants to Mr. Zafiropoulo for 125,000 shares an@,@00 shares were made on January 28, 2003 an@ U003, respectively.
Grants to Mr. Denzel for 75,000 shares and 150gb@Bes were made on January 28, 2003 and July0@3, Bespectively. Grants to
Mr. Wright for 75,000 shares and 160,000
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()

shares were made on January 28, 2003 and July0@3, Bespectively. Grants to Mr. Smith for 30,08@res and 60,000 shares were
made on January 28, 2003 and July 21, 2003, regpkct

Each option listed above has a maximum term of18hyears measured from the grant date, subjezdricer termination upon the
optionee's cessation of service with the Compaaghtf the July 2003 options will vest and beconer@sable for the option shares
as follows: (i) the option will vest and become migable for 50% of the shares according to thiedhg schedule (a) twenty-four
percent (24%) of such option shares upon the opéisrcompletion of twelve (12) months of servicasueed from the grant date, and
(b) the remaining shares in a series of thirty-e{8B) successive equal monthly installments upendptionee's completion of each
additional month of service thereafter; and (i§ tiption will vest and become exercisable for #raaining 50% of the shares
according to the following schedule (x) twenty-faarcent (24%) of such option shares upon the npéds completion of twenty-four
(24) months of service measured from the grant, dae (y) the remaining shares in a series ofyttdight (38) successive equal
monthly installments upon the optionee's completibeach additional month of service thereaftercdpt for the variations in the
vesting acceleration provisions, each of the Jgn2@03 options will vest and become exercisablaHeroption shares as follows: one
hundred percent (100%) of the option shares upemfiionee's completion of fifty (50) months of\see measured from the grant
date. Mr. Zafiropoulo's January 2003 option wiltelerate if the Company achieves $4 million ininebme in fiscal year 2003, such
that the option will vest and become exercisabtéb96 of the shares after one (1) year of servieasured from the January 28, 2003
grant date and the option will vest and becomecaisale for the balance in twelve (12) equal mgnth$tallments upon his
completion of each additional month of service ¢adter. Because this milestone was met, Mr. Zadivbps option has accelerated in
full. Mr. Denzel's January 2003 option will accelier if he achieves 95% in spec on time shipmefisdal year 2003, such that the
option will vest and become exercisable for 50%hefshares after one (1) year of service measuoedthe January 28, 2003 grant
date and the option will vest and become exercdistdrlthe balance in thirtgight (38) equal monthly installments upon his ctatipn

of each additional month of service thereafter.@&mse this milestone was not met, Mr. Denzel's agtas not accelerated.

Mr. Wright's January 2003 option will accelerat¢hié Company's cash flow from operations is breakeén fiscal year 2003, such tt
the option will vest and become exercisable for 5fi% e shares after one (1) year of service measinom the January 28, 2003
grant date and the option will vest and becomeaisalle for the balance in thirty-eight (38) eqominthly installments upon his
completion of each additional month of service dadier. Because this milestone was met, Mr. Wightion has accelerated in full.
Mr. Smith's January 2003 option will acceleratgeér-end backlog (without taking into account ressror other adjustments required
under the Company's backlog policy) is greater traequal to $65 million in fiscal year 2003, subht the option will vest and
become exercisable for 50% of the shares afte(ngear of service measured from the January @83 grant date and the option
will vest and become exercisable for the balandainty-eight (38) equal monthly installments ugde completion of each additional
month of service thereafter. Because this milesteae met, Mr. Smith's option has accelerated. Bbx@gget forth in such executive
officer's employment agreement, if applicable, eafctne options listed above will immediately vasfull and become exercisable for
all of the option shares in the event the Comparacguired by a merger or asset sale, unless tlenap assumed by the acquiring
entity or replaced with a cash escrow accountghegerves the spread on the unvested option shiadgsrovides for subsequent
payout of that spread in accordance with the agplevesting schedule in effect for the option.

The exercise price may be paid in cash, in shdrdteedCompany's Common Stock valued at fair mavkéie on the exercise date or,

to the extent permissible under applicable law @othpany policy, through a cashless exercise proedduolving a same-day sale of
the purchased shares.
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(3)  There can be no assurance provided to the optilsehor any other holder of the Company's securitiat the actual stock pri
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. Untbgsmarket price of the Common Stock appreciates the option term, no value will
be realized from the option grants made to the @ie officers.

Option Exercises and Holdings

The following table sets forth certain infation concerning option exercises and holdingstfe fiscal year ended December 31, 2003
with respect to each of the Named Executive OfficBio stock appreciation rights were exercisechieyMamed Executive Officers during
such fiscal year, and no stock appreciation rigigse 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 Unexer cised

Underlying Unexer cised In-the-Money Options at
Optionsat Fiscal Year End Fiscal Y ear-End($)(2)
Shares
Acquired on Value
Name Exer cise(#) Realized($)(1) Exercisable Unexer cisable Exercisable Unexercisable
Arthur W. Zafiropoula 78,00( 1,374,81. 232,30¢ 433,00( 2,499,76 5,028,55I
John E. Denze 75,00( 1,294,31! 70,00( 278,70( 773,85 3,224,722
Bruce R. Wright 0 0 202,30( 299,20( 2,792,42! 3,458,741
Erik Smith 56,80( 946,22: 18,45t 150,50( 151,36( 1,867,36!

Q) Equal to the fair market value of the securitiedenying the option on the exercise date, minusettercise price paid for those
securities.

2 Equal to the fair market value of the securitiedenying the option at fiscal year-end ($29.37 gleaire), less the exercise price
payable for those securities.

Employment Contracts, Termination of Employment Agreementsand Change of Control

The Compensation Committee of the BoarDiofctors has the authority as the plan administrat the Company's 1993 Plan to prov
for accelerated vesting of any shares of CommookStabject to outstanding options held by the Chiefcutive Officer and the Company's
other executive officers and any unvested sharesiycheld by those individuals under the 1993 Pla the event their employment were to
be terminated (whether involuntarily or throughoecéd resignation) following (i) an acquisitiontbE Company by merger or asset sale or
(i) a change in control of the Company effectemtigh a successful tender offer for more than 50#%eCompany's outstanding Common
Stock or through a change in the majority of thefBicas a result of one or more contested electmrBoard membership.

Other than as described below, none oCitimpany's executive officers have employment agee¢srwith the Company, and their
employment may be terminated at any time at therelion of the Board of Directors. In November 200& Company entered into
employment agreements with Messrs. Zafiropoulo,Zekand Wright.

Employment Agreement with Mr. Zafiropoulo

The Company has entered into an employagrgement with Mr. Zafiropoulo that provides thattill serve 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 agreenihe employment
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agreement, which is generally effective on Janda®004, provides for a base salary of $555,0@8rget bonus of at least 60% of base s
and stock option or other equity awards. For moferimation on the Company's compensation program, Report of the Compensation
Committee" below.

Mr. Zafiropoulo's employment contract agovides for lifetime retiree health (medical arenthl) coverage for Mr. Zafiropoulo and his
spouse if his employment with the Company is teatdd for any reason on or after December 31, 20@% any time due to death, disability,
termination without cause, constructive dischang®ltlowing a change in control. If the retiree hbhdenefit becomes taxable to
Mr. Zafiropoulo or his spouse, the Company will fédm or her a "gross-up” payment to make up fortéixepayments and any taxes that
apply to the gross-up payment.

Mr. Zafiropoulo's employment may be terntéthby either party at any time, with or withouuse. If the Company terminates his
employment for any reason other than cause, drarevent of his death, disability or constructiisctarge, Mr. Zafiropoulo (or his
beneficiary) is entitled to receive the deferredipas of any annual bonuses previously earneand@ths of continued base salary at the rate
then in effect, partial acceleration of vestingha# stock options granted to him on or after JdlyZ003, an extension of the time to exercise
those vested stock options of up to one year arabh98 following the termination of his employmentaontinued use of a Company car for
12 months. In addition, the Board of Directors mayits discretion, partially accelerate vestingl @xtend the exercise period for options
granted prior to July 21, 2003.

If, however, Mr. Zafiropoulo's employmeatrinates for any reason upon or following a chasfgmntrol of the Company, then he w
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 terminatelibwing a change of control of the Company, theck options granted to him on or
after July 21, 2003 will fully vest upon a chandecontrol, and the time for exercising those opgiarill be extended up to one year and
90 days following the termination of his employmdntaddition, upon a change of control, the Baafr®irectors may, in its discretion, fully
accelerate vesting and extend the exercise peaviootions granted prior to July 21, 2003. If Mafifopoulo incurs an excise tax under
Section 4999 of the Internal Revenue Code (reldtrigxcess parachute payments") with respectymagments he receives from the
Company, the Company will make a "gross-up" payn@ir. Zafiropoulo to make him whole for this egeitax and any income and
employment taxes that apply to the gross-up payment

For this purpose, a change of control gaheincludes:

. Acquisitions of more than 50% of the Company'sngttock by one person or group;

. Changes in membership on the Board of Directork st a majority of the directors who are currgoth the Board of
Directors, and those nominated by such directoespa longer a majority of the Board of Directors;

. Consummation of a merger or consolidation in whithCompany is not the surviving entity;
. Sale, transfer or other disposition of all or sahslly all of the Company's assets; or
. A reverse merger in which the Company is the simgientity but in which the Company's stockholdeefore the merger do

not own more than 50% of the voting stock afterrtteger.

Employment Agreement with Mr. Denzel

The Company entered into an employmenteageat with Mr. Denzel, effective January 1, 2004t provides that he will serve as the
Company's President and Chief Operating Officee &mployment agreement provides for a base sal&g7#%,000, a target bonus of at le
45% of base salary and stock
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option or other equity awards. For more informationthe Company's compensation program, see "Reptre Compensation Committee"
below.

Mr. Denzel's employment may be terminatgeither party at any time, with or without caudéhe Company terminates his
employment for any reason other than cause, drerevent of his death, disability or constructiisetarge, Mr. Denzel (or his beneficiary) is
entitled to receive the deferred portions of anyuah bonuses previously earned, 12 months of coatirbase salary at the rate then in effect,
partial acceleration of vesting of the stock opsigmanted to him on or after July 21, 2003, anresiten of the time to exercise those vested
stock options of up to one year and 90 days folhgwthe termination of his employment and, excephécase of death, reimbursement of
COBRA costs for continued medical coverage foraip& months following termination of his employmentaddition, the Board of
Directors may, in its discretion, partially accelervesting and extend the exercise period foboptgranted prior to July 21, 2003.

If, however, Mr. Denzel is constructiveligcharged or terminated without cause within orer ydter a change 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 effaomediately prior to the change of control), fultalkeration of vesting of the stock options
granted to him on or after July 21, 2003, an extensf the time to exercise those vested stockooptdf up to one year and 90 days follow
the termination of his employment and reimbursenaé @OBRA costs for continued medical coverageujpito 18 months following the
termination of his employment. In addition, the Bbaf Directors may, in its discretion, fully acegdte vesting and extend the exercise pt
for options granted prior to July 21, 2003. A chamgcontrol in Mr. Denzel's employment agreemexs the same meaning as in
Mr. Zafiropoulo's employment agreement describealab

Employment Agreement with Mr. Wright

The Company entered into an employmenteageat with Mr. Wright, effective January 1, 2004attprovides that he will serve as the
Senior Vice President, Finance, Chief Financiaid@ff and Secretary of the Company. The employragréement provides for a base salary
of $275,000, a target bonus of at least 40% of bakey and stock option or other equity awards.rmrore information on the Company's
compensation program, see "Report of the Compeams@bmmittee” below.

Mr. Wright's employment may be terminatgdeither party at any time, with or without caudéhe Company terminates his
employment for any reason other than cause, drerevent of his death, disability or constructiietarge, Mr. Wright (or his beneficiary) is
entitled to receive the deferred portions of anyuah bonuses previously earned, 12 months of coatirbase salary at the rate then in effect,
partial acceleration of vesting of the stock opsignanted to him on or after July 21, 2003, anresits of the time to exercise those vested
stock options of up to one year and 90 days folhgvthe termination of his employment and, excephécase of death, reimbursement of
COBRA costs for continued medical coverage foraih8 months following termination of his employmentaddition, the Board of
Directors may, in its discretion, partially acceler vesting and extend the exercise period fopoptgranted prior to July 21, 2003.

If, however, Mr. Wright's employment terratas for any reason following a change of contféhe Company, then he will, instead,
receive the deferred portions of any annual bonpemsgously earned and 24 months of continued bakey at the rate then in effect (or, if
greater, in effect immediately prior to the chanfieontrol). In addition, regardless of whether Mftight's employment is terminated
following a change of control of the Company, tteck options granted to him on or after July 2102ill fully vest upon a change of
control, and the time for exercising those optiaiisbe extended up to one year and 90 days folhmwthe termination of his employment. In
addition, the Board of Directors may, in its disiome, fully accelerate vesting and extend the eserperiod for options granted prior to
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July 21, 2003. A change of control in Mr. Wrighgisiployment agreement has the same meaning as idifsliropoulo’'s employment
agreement described above.

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

The following table provides information@sApril 1, 2004 with respect to the shares of @@mpany's common stock that may be
issued under the Company's existing equity compiemsglans. There are no outstanding options asdibyieghe Company in connection w
its acquisitions of other companies, and therenarassumed plans under which options can currbetiyranted.

A B Cc

Number of Securities
Remaining Available for
Future I ssuance Under

Number of Securitiesto Weighted Average Equity Compensation Plans

be Issued upon Exercise Exercise Price of (Excluding Securities
Plan Category of Outstanding Options Outstanding Options Reflected in Column A)
Equity Compensation Plans Approved
by Stockholder s(1) 4,178,44(3)$ 19.395¢ 695,384(4)
Equity Compensation Plans Not
Approved by Stockholders(2) 1,518,61. $ 15.468: 9,36¢
Total 5,697,05 $ 18.348 704,75¢

(1) Consists of the Company's 1993 Stock Option/Steskdnce Plan and the Company's Employee Stock &g éHan.
2 Consists solely of the Company's 1998 Supplem@&italk Option/Stock Issuance Plan.

3) Excludes purchase rights accruing under the Empl&teck Purchase Plan. Under such plan, each leligibployee may purchase up
to 1,000 shares of Common Stock at semi-annualisiteeach year at a purchase price per share #58a% of the lower of (i) the
closing selling price per share of the Common Statkhe employee's entry date into the two-yearaf§ period in which that semi-
annual purchase date occurs or (ii) the closingnggbrice per share on the semi-annual purchate da

4) Includes shares available for future issuance uthedel993 Stock Option/Stock Issuance Plan ané&thployee Stock Purchase Plan.
As of April 1, 2004, 571,832 shares of common stweke available for issuance under the 1993 Stqatio@ Stock Issuance Plan a
123,553 shares were available for issuance undegttployee Stock Purchase Plan. The 571,832 sheadable for issuance under
the 1993 Stock Option/Stock Issuance Plan mayswedupon the exercise of stock options or stopkeaation rights granted under
such plan, or those shares may be issued undstatieissuance program in effect under such pleoutih direct stock bonuses or
pursuant to restricted stock awards or restrictecksunits which vest upon the attainment of priésd performance milestones or the
completion of designated service periods.

The Supplemental Stock Option/Stock Issuance Plan

The Supplemental Stock Option/Stock Issadflan (the "Supplemental Plan") was implementethbyBoard in 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
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less than the fair market value of the shareseatithe of issuance. Options will have a maximurmteot in excess of ten years and will
terminate earlier within a specified period follagithe optionee's cessation of service with the & (or any parent or subsidiary
corporation). Each granted option will vest in @menore installments over the optionee's perioses¥ice with the Company. However, the
options will vest on an accelerated basis in trenethe Company is acquired and those optionsarassumed, replaced or otherwise
continued in effect by the acquiring entity. Dirstbck issuances may be made with similar vestimgiicions. All options granted under the
Supplemental Plan will be non-statutory stock apgiander the Federal tax laws. As of April 1, 208)gtjons covering 1,518,613 shares of
Common Stock were outstanding under the Supplemeran, 9,369 shares remained available for fubyntgon grants, and options covering
422,018 had been exercised.

Share issuances under the 1993 Stock Jftimek Issuance Plan will not reduce or otherwiecathe number of shares of Common
Stock available for issuance under the Supplemé&ial, and share issuances under the Supplemdatalvitl not reduce or otherwise affect
the number of shares of Common Stock availablésgrance under the 1993 Stock Option/Stock IssuBfzae
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COMPENSATION COMMITTEE REPORT

The Compensation Committee of the BoarDiofctors is responsible for administering the cemgation program for executive officers
of the Company. The Company's overall compensativlosophy is to align the executives' financidenests with the short-term and long-
term interests of its stockholders, to motivatecetiwes to reach and exceed financial goals amideide a total compensation package that
attracts, retains and motives superior executiveqmamel.

It is the policy of this Compensation Corttee to structure the compensation program to bgpetitive with other high-tech companies
in similar industries and allow customization a thdividual level to reflect individual performamacommitment and future potential. During
2003, the Compensation Committee retained an autsichpensation consultant to review the Compamylgensation practices and to
advise the Compensation Committee regarding tHiyabi those practices to meet the Company's dveomnpensation objectives. The
consultant constructed a peer group of public corigsain the highech and precision manufacturing industries andssesl the compensat
practices of the companies in that peer group.cBmsultant concluded that the compensation of thagany's executives as a group was
generally competitive with other companies at tloenBany's current revenue size. However, when cosdparcompanies with revenues at
higher levels, the compensation of the executiges group was not competitive. Thus, the Companyient compensation package would
impair its ability to continue to attract and retaiutstanding executives as the Company's revejroes

With the assistance of the consultantGbmpensation Committee reviewed the compensatiokag@ of each executive officer on an
individual basis, taking into account the indivitls@ontribution and commitment to the Company afl &s the market level of compensation
for that individual's position in the peer groupcoimpanies. As a result of this process, the Cosgiean Committee determined that it was
necessary to increase the base salaries of thateseeofficers and to design new short-term anajf®rm incentive programs in order to m
the Company's objectives. These adjustments todzdades and the new short-term and long-termmitive programs were implemented as
of January 1, 2004. In addition, upon the advicthefconsultant, the Company entered into employmo@ntracts with Mr. Zafiropoulo,

Mr. Denzel and Mr. Wright, as described beginningpage 18 of this proxy statement.

Specific Factors

In 2003, the compensation program for elteewfficers consisted of base salary and longitErcentive compensation in the form of
stock options, with a major portion of the totahgmensation opportunity in stock options. The Consption Committee believes that having
a substantial portion of compensation contingewnyperformance aligns the interest of executivicefs with those of stockholders and
enhances value to stockholders. It is the vievhefGompensation Committee that the program satisifiat goal of enhancing value to
stockholders in 2003 and providing compensatiohwss generally competitive with other companiethi;mmpeer group with comparable
revenues.

Base Salaries. The base salary levels for the executive offiseere established for the 2003 fiscal year orbmas of the following
principal factors: individual performance, the estted salary levels in effect for similar positiaisa select group of companies within and
outside the Company's industry with which the Conypeompetes for executive talent and internal cowmtghity considerations. For the 20
fiscal year, the salary levels established foretkecutive officers, except the Chief Executive €xfi were below the S0percentile of the
base salaries paid to the executive officers inpamatble positions at the principal companies willicy the Company competes for executive
talent.

As indicated above, the adjustments tdbtise salaries of executive officers for 2004 wetterminined by evaluating their responsibilit
experience and skills, and by reference to the etitige marketplace. In making those adjustmemnas the intention of the Compensation

Committee is to establish base salaries at lehialsvtere between the $0and 65" percentiles of the market; however, the Compensatio
Committee allowed variations to recognize individiadents, special value of an individual
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to the Company and external demand for executivésthe individual's experience and skills. As aulg Mr. Zafiropoulo's base salary was
increased to $555,000; Mr. Denzel's base salanyineasased to $276,000 (which also reflects thenptidon of Mr. Denzel to the office of
President of the Company); Mr. Wright's base saleayg increased to $275,000; Mr. Smith's base salasyincreased to $210,000. The
Compensation Committee will review base salariearoannual basis and make adjustments in accordétitéhe factors described above.

Short-Term Incentive Program.Beginning in 2004, the Company has implemeatednnual cash bonus program with target bonuses
established as a percentage of the executive ffibase salaries. These percentages range fronidQbe Chief Executive Officer to 35%
for the Senior Vice President, Worldwide Sales. Bbeus targets are intended to provide bonus oppitigs for the executive officers at
levels that range from the %0to 65™ percentiles of the market. The performance goalthi® annual bonuses may vary from year to year
depending on the Company's strategic focus airtiedf establishing those goals. The actual boreusgntage may be above such targets
based on 2004 performance.

The actual amount of the bonuses to be fpaid004 will be based upon the Company's achi@rgrof its revenue and income goals for
2004. In the case of the Chief Executive Officedl #me Chief Financial Officer, the goals are basedevenue and net income. In the case of
the other executive officers, the goals are basetvenue and operating income. One-half of thaibdif any) that an executive officer earns
will be paid following the end of 2004; the othadftwill be deferred and paid out, with interestla prime rate, in three annual installments.
Each unpaid installment will be subject to forfedtf the executive officer voluntarily leaves tBempany prior to payment or is terminated
for cause prior to payment.

Long-Term (Equity) Incentive Program.Under the Company's 1993 Plan, the Company sadiBodic grants of stock options to
executive officers. The number of shares subjeettth option grant is set at a level intended ¢éatera meaningful opportunity for stock
ownership based on the executive officer's positiidh the Company, the base salary associatedthathposition, the size of comparable
awards made to individuals in similar positionshiitthe industry, the individual's potential focirased responsibility and promotion over
the option term, and the individual's personal grenfance in recent periods. The Compensation Comendtiso takes into account the
executive officer's existing holdings of the Comyarcommon stock and the number of vested and teoveptions held by that individual in
order to maintain an appropriate level of equiteintive. However, the Compensation Committee doeadhere to any specific guidelines
to the relative option holdings of the Company'saetive officers.

In 2003, the Compensation Committee madegrants to each of the executive officers as dmsttiin the option grant table on page 16
of this proxy statement. Each grant was designediga the interests of the executive officer wiltbse of the stockholders and will provide a
return to the executive officer only if he rema@mployed by the Company during the applicable mggperiod, and then only if the market
price of the shares appreciates over the option.ter

Compensation of the Chief Executive Officer
As part of its review of the Company's cemgation practices, the consultant concluded thhaZifiropoulo's base salary level for 2003

was at the 54 percentile for compensation paid to chief executifficers of companies in the peer group with rexetevels comparable to
the Company's. The Compensation Committee concltidgdbased upon Mr. Zafiropoulo's tenure andgoerhnce and the Company's

critical need for his continued services, his satdrould be at the 78percentile of market or higher. As a result, thenpensation
Committee increased his base salary for 2004 t6 $58.
Compliance with Internal Revenue Code Section 162(m)

Section 162(m) of the Internal Revenue Cgeleerally disallows a tax deduction to publiclycheompanies for compensation exceeding
$1 million paid to certain of the corporation's eutve officers.
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The limitation applies only to compensation whismot considered to be performance-based. The QuoyigpB993 Plan is structured so that
any compensation deemed paid to an executive officonnection with the exercise of option gramtsde under that plan will qualify as
performance-based compensation and will therefotde subject to the $1 million limitation. The aperformance based compensation paid
to the Company's executive officers for the 20884l year did not exceed the $1 million limit péfiaer. Because the cash compensation
payable to any of the Company's executive offi@@2004 is not expected to exceed the $1 milliamtlper officer, the Compensation
Committee has decided at this time not to takeathgr action to limit or restructure the elemeritsash compensation payable to the
Company's executive officers. The Compensation Citteenwill reconsider this decision should the saknd bonus opportunity of any
executive officer approach the $1 million level.

The Compensation Committee believes thaettecutive compensation policies and programfféctegfor the Company's executive
officers provide an appropriate level of total remaration which properly aligns the Company's penfonce and the interests of the
Company's stockholders with competitive and eqleétalkecutive compensation in a balanced and rehkoneanner, for both the short and
long-term.

Joel F. Gemunder Thomas George

Member, Compensation Committ Member, Compensation Committ
Nicholas Konidaris Kenneth Levy

Member, Compensation Committ Member, Compensation Committ

Compensation Committee Interlocks and Insider Participation

Messrs. Levy, George, Gemunder and Korsdarirently serve as members of the Company's Cosatien Committee. No member of
the Compensation Committee is a former or curréfites or employee of the Company or any of itssdlaries. 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 Rireor Compensation Committee.
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STOCK PERFORMANCE GRAPH

The graph depicted below reflects a congparbf the cumulative total return (change in stodke plus reinvestment of dividends) of
the Company's Common Stock assuming $100 investefl Becember 31, 1998 with the cumulative totalnes of the Nasdaq Stock Market
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, 1@%8cember 31, 2003.
(2)  No cash dividends have been declared on the Corfgp@oynmon Stock.

3) Stockholder returns over the indicated period sthowokt be considered indicative of future stockholegurns.

Notwithstanding anything to the contrary set farttany of the Company's previous filings under$eeurities Act of 1933, as amended,
or the Securities Exchange Act of 1934, as amendeigh might incorporate future filings made by tbempany 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 Cattéfiof Incorporation and Bylaws provide for indefimaition of all directors and officers.
In addition, each director and officer of the Comypaas entered into a separate indemnificationesgeat with the Company.

The Company has entered into employmergeagents with three of its executive officers. S&ectutive Compensation and Related
Information—Employment Contracts, Termination of doyment Agreement and Change of Control."

The Company has entered into various semantracts with KLA-Tencor Corporation, a compamfyhich Mr. Levy serves as
Chairman of the Board and as a member of the Bafalidrectors. Since the beginning of fiscal yea®20the Company has paid KLFencol
approximately $245,000. The Company believes tieatérms of the contracts with KLA-Tencor are naenar less favorable to the
Company than could be obtained from an unaffiliated! party. The Company's Audit Committee hasrap@ed these transactions and the
Board of Directors has determined that these titss do not impair Mr. Levy's independent judgmen

The Board of Directors has adopted a pdhey all material transactions with affiliates ke on terms 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 et deemed to be "soliciting material" or to beé'it with the Securities and Exchange
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#ies Exchange Act of 1934, as amended, excapetextent 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 @mittee with respect to the Company's audited fir@rstatements for the fiscal year ended
December 31, 2003, included in the Company's AnReglort on Form 10-K for that year.

The Audit Committee has reviewed and disedshese audited financial statements with manageai the Company.

The Audit Committee has discussed withGoenpany's independent auditors, Ernst & Young Lthe,matters required to be discussed
by SAS 61 (Codification of Statements on Auditirtgr®lards, AU Section 380), as amended, which imdudmong other items, matters
related to the conduct of the audit of the Compafigancial statements.

The Audit Committee has received the wmitiésclosures and the letter from Ernst & Young LreBuired by Independence Standards
Board Standard No. 1 ("Independence Discussiors Auidit Committees™), as amended, and has discusgkdErnst & Young LLP the
independence of Ernst & Young LLP from the Company.

Based on the review and discussions rafdo@bove in this report, the Audit Committee raceended to the Company's Board of
Directors that the audited financial statementmblided in
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the Company's Annual Report on Form 10-K for tharyanded December 31, 2003 for filing with the $ities and Exchange Commission.

Submitted by the Audit Committee
of the Board of Directors

Dennis Raney

Vincent F. Sollitto

Rick Timmins, Chairmai
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE OF THE
SECURITIESEXCHANGE ACT OF 1934

Section 16(a) of the Securities Exchangeohd 934 requires the Company's directors, exeeudfficers and any persons who are the
beneficial owners of more than ten percent (10%hefCompany's common stock to file reports of awhi@ 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 tfiky

Based solely on its review of the copieswth forms received by it and written represeaatifrom reporting persons for the 2003 fiscal
year, the Company believes that all of the Comzaewecutive officers, directors and greater tharpercent (10%) beneficial stockhold:
complied with all applicable Section 16(a) filingguirements for the 2003 fiscal year.

ANNUAL REPORT

A copy of the Annual Report of the Compémrythe fiscal year ended December 31, 2003 has bedled concurrently with this Proxy
Statement to all stockholders entitled to noticamd to vote at the Annual Meeting. Except for "&ixere Officers of the Registrant” from
Part | of the Company's Annual Report on Form 1fdithe fiscal year ended December 31, 2003, theuAhReport is not incorporated into
this Proxy Statement and is not considered prokgisdion material.

The Board of Directors of
Ultratech, Inc

Dated: April 27, 2004
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APPENDIX A

Audit Committee Charter
of the Audit Committee of the Board of Directors of
Ultratech, Inc.
Amended as of February 2, 2004
(Originally adopted as of January 28, 2003)

1. Purpose

The primary purposes of the committee a@viersee on behalf of the company's board of wirec(1) the integrity of the company's
financial statements, (2) the appointment, comp@rsagualifications, independence and performafdbe company's independent auditors,
(3) the company's compliance with legal and regujatequirements, and (4) the performance of thepany's internal audit and controls
function. The committee's function is one of ovgisionly and shall not relieve the responsibilitéshe company's management for
preparing financial statements which accuratelyfairty present the company's financial results eondition, or the responsibilities of the
independent auditors relating to the audit or nendé financial statements.

2. Composition.

(a) _At Least Three Members The committee shall consist of at least tliieectors, one of whom shall be the chairpersor Atard
shall designate a committee member as the chaimpefsthe committee.

(b) _Independence All committee members shall be independertedmed in the Nasdaq listing standards, as theesaay be
amended from time to time (the "listing standardsl) committee member shall be an affiliated persfothe company or receive
compensation other than in his or her capacitymgmber of the audit committee, the board of dinecor other board committee, as defined
in applicable SEC rules.

(c) _Financial Literacy Each member of the audit committee shall barfcially literate upon appointment to the commaitis such
qualification is interpreted by the company's baairdirectors in its business judgment pursuarnholisting standards. At least one member
of the committee shall be a "financial expert" afirted in applicable SEC rules.

(d) _Appointment Subject to the requirements of the listingidtds, the board may appoint and remove comnriterabers in
accordance with the company's bylaws. Committee Ineesnshall serve for such terms as may be fixethéypoard, or at the will of the boe
if no specific term is fixed. The board may filleancies on the committee by a majority vote ofatdhorized number of directors, but may
remove committee members only with the approva ofajority of the independent directors then sepan the full board.

3. Selection and Review of Independent Auditorsand Their Services.

(&) _Overall Authority Pursuant to applicable SEC rules and thengsttandards, the audit committee in its capasity aommittee ¢
the board of directors of the company shall beatliyaesponsible for the appointment, compensagiath oversight of the work of the
independent auditors engaged by the company faogerof preparing or issuing an audit report ategl work. The independent auditors
shall report directly to the audit committee. Thieliacommittee's authority includes, without lintitan, resolution of disagreements between
management and the auditors regarding financialrtieg.
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(b) _Terms of Audit and Nefwudit Engagements The committee shall have sole authority ta anust, pre-approve all audit, review
and attest services and permissible non-auditeEs\from the independent auditors, and relatedgedother terms of engagement of the
independent auditors. The committee may confer egthpany management on these matters but may legtade this responsibility to
management. All approvals of non-audit servicebemalf of the audit committee shall be promptlyomrted to an appropriate officer of the
company so that these approvals may be timelyatisd as required by SEC rules.

(c) _Delegated Papproval Authority.  To the extent permitted by applicable SECgulbe committee is authorized from time to time
to delegate to one or more of its members, ortabéish reasonably detailed pre-approval policied procedures pursuant to which
management, shall have the authority to engageigsibie services from the independent auditorsratien audit, review and attest services,
provided that all such decisions to engage any jgsilole non-audit service shall be reported toftilecommittee at its next scheduled
meeting.

(d) _Prohibited NeAudit Services The audit committee shall not engage the inddpnt auditors for non-audit services that would
impair the independence of the auditors as destiib&ection 210.2-01(c)(4) of SEC Regulation S-X.

(e) _Annual Quality Control Review The committee shall obtain and review annualfgport by the independent auditors describing
the firm's internal quality-control procedures; amy material issues raised by the most recentialeguality-control review, or peer review,
of the auditing firm or by any inquiry or investigan by governmental or professional authoritieghim the preceding 5 years, respecting one
or more independent audits carried out by the fand any steps taken to deal with any such issniegldition, the committee's annual revi
of the independent auditors shall also includergiijew and evaluation of the lead partner of tidependent auditors for the company's
account, and (ii) evaluation of such other matsarshe committee may consider relevant to the eergagt of the auditors, including views of
company management and internal finance emplogeelswhether the lead partner or auditing firm ftsebuld be rotated, and other staffing
matters incident to the review and audit of the pany's financial statements.

() _Independent Auditors' Conflicts aPdrtner Rotation The audit committee shall not engage an adewyfirm as the company's
independent auditors if (i) the company has emplayembers of the audit engagement team of the atiaguirm in a financial reporting
oversight role at the company within one year ptiothe commencement of procedures for the cumedit engagement within the meaning
set forth in Section 210.2-01(c)(2)(iii) of SEC Réagion S-X, or (ii) an audit engagement team partprincipal or shareholder performs
audit, review or attest services for that issuearor significant subsidiaries as a partner, priglogy shareholder in each of the five previous
fiscal years of the company or any significant &diasies and continues to serve as a partner, ipahor shareholder on the audit engagement
team, within the meaning set forth in Section 24@2c)(6) of SEC Regulation S-X.

(g) _Poalicy on Hiring Employees of theddor. The committee shall from time to time estdbligring policies that will govern the
company's hiring of employees or former employdah®independent auditors, and report these pali the board.

4. Annual Financial Reporting.
In connection with the audit of each fisgahr's financial statements, the committee shall:

(a) _Discuss Financial Statements witmbtgement review and discuss the audited financial statémeelated accounting and
auditing principles and practices, and internaltais assessment with appropriate members of thpaay's management.

(b) _Critical Accounting Policy Reportimely request and receive from the independaditars the report required in connection with
the annual audit pursuant to applicable SEC rueserning (1) all
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critical accounting policies and practices to bed;€2) all alternative treatments of financiakirmhation within generally accepted account
principles that have been discussed with manageaidéhé company, including: (i) ramifications ofthise of such alternative disclosures and
treatments; and (ii) the treatment preferred byindependent auditors; (3) other material writtemmunications between the independent
auditors and the management of the company, suahyasianagement letter or schedule of unadjustésteiices.

(c) _SAS 61 Reviewdiscuss with the independent auditors the auditeshcial statements and the matters requirectdiscussed by
Statement on Auditing Standards No. 61, includinchsmatters as (1) the quality as well as accdfiiabf the accounting principles applied
in the financial statements, (2) new or changedaating policies, and significant estimates, judgteguncertainties or unusual transactions,
(3) the selection, application and effects of caltiaccounting policies and estimates applied byctmpany, (4) issues raised by any
"management" or “internal control" letter from teditors, difficulties encountered in the audisagjreements with management, or other
significant aspects of the audit, and (5) all matearrangements, contingent and other obligatioffshalance sheet transactions, and
relationships with any unconsolidated entitiesry ather persons which may have a material cuwefuture effect on the financial conditi
or results of the company and are required to perted under SEC rules.

(d) _Review of MD&A review with appropriate management and auditpragentatives the company's intended disclosur@srun
"Management's Discussion and Analysis of Finarn€idition and Results of Operations” to be inclustethe company's annual report on
Form 10-K.

(e) _Obtain ISB No. 1 Disclosureeceive from the independent auditors a writtiseldsure and statement of all relationships betwee
the auditors and the company consistent with Indeépece Standards Board Standard No. 1.

() _Dialogue with Auditors on Indepemde: actively discuss with the auditors any disclosgldtionships or services that may impact
the objectivity or independence of the auditors.

(g) _Review of Audit and NeAudit Fees obtain from the independent auditors a stateroktite audit fees and other categories of
billed for the last fiscal year which are requitede disclosed in the company's proxy statemearitf@nnual meeting under the SEC's proxy
rules, and consider whether the provision of any-aoadit services is compatible with maintaining #luglitors' independence.

(h) _Recommend Filing of Audited Finan&gatements recommend whether or not the audited financatkeshents should be included
in the company's Annual Report on Form 10-K fan§jlwith the SEC.

5. Quarterly Financial Reporting.
The committee's quarterly review shall naltgninclude:

(a) _Quarterly Reviewa review of the quarterly financial statementshaf company and the results of the independernitaasideview
of these financial statements.

(b) _Discussion of Significant MatterglivManagementmanagement's analysis of significant matters whétate to (1) the selection,
application and effects of critical accounting p@s and estimates applied by the company, (2)udcg changes, judgments or
extraordinary items relating to the financial sta¢mts, (3) the status of any new, proposed omaltite accounting or financial reporting
requirements or methods, and (4) all material gieaments, contingent and other obligations, offthedasheet transactions, and relationships
with any unconsolidated entities or any other pessshich may have a material current or futureatffm the financial condition or results of
the company and are required to be reported urigé€rr8les.
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(c) _MD&A: the company's disclosures under "ManagementsuBsson and Analysis of Financial Condition andRssof
Operations" to be included in the company's quigrteport on Form 10-Q.

6. Other Functions.

(&) _Annual Review of this Charter The committee shall review and reassess thguaaty of this charter annually, and recommend
any proposed changes to the board.

(b) _Annual Review of Performance The committee shall evaluate its performargceha audit committee on an annual basis.

(c) _Disclosure and Internal ControlsThe committee shall periodically review wittanagement the company's disclosure controls
and procedures and internal controls for finangpbrting purposes as defined in applicable SEE&srul

(d) _Risk Assessment The committee shall periodically review marmagat's assessment of the company's exposure taniskteps
management has taken to monitor and control thpssxre.

(e) _Conduct Codes The committee shall periodically review thatss and implementation of a code of ethics asddfin applicabl
SEC rules for the company's chief executive offexed senior financial officers, and a business aohdnd ethics code applicable to all
company employees as required by the listing stalsda

() _Complaints and Anonymous Submission The committee shall establish and maintaic@dores for (A) the receipt, retention,
and treatment of complaints received by the compagsrding accounting, internal accounting confrafgl auditing matters, and (B) the
confidential, anonymous submission by employedgb@itompany of concerns regarding questionableusttey or auditing matters.

(9) _Related Party Approvals As required by the listing standards, the A@timmittee shall establish and communicate tdotead
of directors and the company's management polioidse effect that the company shall not enter iatated party transactions unless the
transactions are first reviewed and approved bytitit committee.

(h) _Other Reviews The committee, as the committee may consipragriate, may consider and review with the falakd of
directors, company management, internal or outsig@l counsel, or the independent auditors anyrdtipécs relating to the purpose of the
committee which may come to the committee's attenincluding:

(i) _Earnings Press Releaspeess releases announcing earnings, which maydertaken by the committee or the chairperson
of the committee, and need not include advancewewoi each release of financial information or guice.

(i) _Officer Certification certifications from the company's chief executficer and chief financial officer which must
accompany or be filed with the company's periodforts, including any report concerning internaitools required to be made by -
signing officers and any significant internal cahuleficiencies or other matters which are requicede reported to the committee in
connection with the certifications.

(i) Reports of Financial Issuepublished reports, regulatory or accounting étities, or communications from employees,
government agencies or others, which raise siguifiecssues concerning company financial statenwrdascounting policies.

(iv) _National Office Issuesany issues concerning the company which the iedégnt auditors have discussed with their
national or supervisory office, or accounting atiiusnts noted or proposed by the auditors but nptadmented.
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(v) _Other Financial Guidancénancial information and earnings guidance pded to the analysts and the public, and to rating
agencies.

(vi) Compliance Issuepending or threatened litigation that has theeptial to have a material adverse effect on thepamy,;
reports concerning significant subsidiary or foregperations; or alleged violations of law or cagie conduct codes, including
without limitation any reports to the committeerfréegal counsel engaged by the company concermpgraterial violation of
securities law or breach of fiduciary duty or samiViolation by the company or its agents.

(i) _Other FunctionsThe committee may perform any other activitiessistent with this charter, the bylaws and applieab
listing standards and laws as the committee obtized of directors considers appropriate.

7. Meetings, Reportsand Resour ces of the Committee.

(a) _Meetings The committee shall meet at least quarterfye Gommittee may also hold special meetings obwcinanimous written
consent as the committee may decide. The comnmttgemeet in separate executive sessions with tieé¢ faancial officer, controller or
principal accounting officer, internal audit perseh and representatives of the independent asdidmd may meet with other company
employees, agents or representatives invited bgdhanittee.

(b) _Procedures The committee may establish its own procedunetuding the formation and delegation of authotd
subcommittees, in a manner not inconsistent wighdaharter, the bylaws or the listing standards @hairperson or majority of the commit
members may call meetings of the committee. A nitgjof the authorized number of committee membéedconstitute a quorum for the
transaction of committee business, and the voterofjority of the committee members present at etimg at which a quorum is present s
be the act of the committee, unless in either eageater number is required by this charter, thaws or the listing standards. The commi
shall keep written minutes of its meetings andwéelcopies of the minutes to the corporate segrétauinclusion in the corporate records.

(c) _Reports The committee shall timely prepare the audihmittee report required to be included in the canys annual meeting
proxy statement, and report to the board on therattatters relating to the committee or its purppas required by the listing standards or
SEC rules. The committee shall also report to theerdb annually the overall results of (1) the anmaaiew of the independent auditors and
their independence, and (2) the annual review byctimmittee of its own performance. The committesd| slso report to the board on the
major items covered by the committee at each coteeniheeting, and provide additional reports tadiberd as the committee may determine
to be appropriate.

(d) _Committee Access and Resource$he committee is at all times authorized teehdirect, independent and confidential access to
the independent auditors and to the company's direetors, management and personnel to carryheutammittee's purposes. The
committee is authorized to conduct investigati@ms] to retain, at the expense of the company, gn#gnt legal, accounting, or other
professional consultants selected by the commifbeeny matters relating to the purposes of themdtee. The company shall provide for
adequate funding, as determined by the audit camenifor payment of compensation to the indepenaleditors for their audit and review
reports, and to advisers engaged by the audit cteeni

(e) _Reliance on Others Nothing in this charter is intended to pre@uat impair the protection provided in Section B} f the
Delaware General Corporation Law for good faittarete by members of the committee on reports agratiformation provided by others.
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APPENDIX B

Form of Proxy

ULTRATECH, INC.
PROXY
ANNUAL MEETING OF STOCKHOLDERS
JUNE 3, 2004

THISPROXY ISSOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints Arthur &firdpoulo and Bruce R. Wright and each of therRasxies of the undersigned with full
power of substitution, and hereby authorizes themepresent and to vote, as designated belowf tiecshares of Common Stock of
Ultratech, Inc., a Delaware corporation (the "Comp# held of record by the undersigned on Apri] 2004 at the Annual Meeting of
Stockholders of Ultratech, Inc. to be held on JBn2004 at 10:00 a.m., local time, at Ultratecle,'nCorporate Headquarters, Building Nc
2880 Junction Avenue, San Jose, California 95184t any adjournment or postponement thereof, thithsame force and effect as the
undersigned might or could do if personally presbateat. The shares represented by this Proxy/lshabted in the manner set forth on the
reverse side.

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 termiB06, or until their successors are duly
elected and qualified.

NOMINEES (01) ARTHUR W. ZAFIROPOULO (02) JOEL F. GEMUNDER
(03) NICHOLAS KONIDARIS, (04) RICK TIMMINS
For ALL O Withheld from O
Nominees ALL Nominees
(|

For all nominees except as noted ab

2. To ratify the appointment of Ernst & Young LLP aslépendent auditors of the Company for the fiseal ending December 31,
2004.

FOR AGAINST ABSTAIN
O a O

(continued, and to be signed, on the other




3. To transact such other business as may properly cmfore the meeting or any adjournment or postpen¢ thereof, including th
election of any director if any of the above nongisés unable to serve or for good cause will notese

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) i9 &mawn on the share certificate to which the Pragplies. When shares are held by joint
tenants, both should sign. When signing as anretyorexecutor, administrator, trustee or guardiegase give full title as such. If a
corporation, please sign in full corporate namébgsident or other authorized officer. If a parsh@s, please sign in partnership name by
authorized person.

DATED:

Signature

(Additional signature if held jointly




QuickLinks

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS TO BE HELDN JUNE 3, 200:

PROXY STATEMENT FOR THE ANNUAL MEETING OF STOCKHOLBRS TO BE HELD ON JUNE 3, 2004
MATTERS TO BE CONSIDERED AT ANNUAL MEETING

PROPOSAL ONE ELECTION OF DIRECTORS

PROPOSAL TWO RATIFICATION OF INDEPENDENT AUDITORS

OTHER MATTERS

OWNERSHIP OF SECURITIES

EXECUTIVE COMPENSATION AND RELATED INFORMATION

COMPENSATION COMMITTEE REPORT

STOCK PERFORMANCE GRAPH

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

AUDIT COMMITTEE REPORT

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE OF THE SECURITIES EXCHANGE ACT OF 1934
ANNUAL REPORT
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