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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD JUNE 7, 2001

TO THE STOCKHOLDERS OF ULTRATECH STEPPER, INC.:

NOTICE IS HEREBY GIVEN that the Annual Meeting afoSkholders of Ultratech Stepper, Inc., a Delawamporation (the "Company"
will be held on June 7, 2001, at 10:00 a.m. loicaét at the Fairmont Hotel, 170 South Market Str8an Jose, CA, 95113, for the following
purposes, as more fully described in the Proxye&tant accompanying this Notice:

1. To elect four (4) directors to serve for thewgng two (2) years until the expiration of theirrtes in 2003, or until their successors are duly
elected and qualified;

2. To approve an amendment to the Company's 198% Siption/Stock Issuance Plan (the "1993 Plan'ictvivould (i) implement an
automatic share increase feature pursuant to wh&khare reserve under the 1993 Plan would auiatatincrease on the first trading day
in January of each calendar year, beginning wigh2b02 calendar year and continuing through caleystar 2006, by an amount equal to 1
percent (4%) of the total number of shares of Com®tmck outstanding on the last trading day in Demer of the immediately preceding
calendar year, but in no event would any such drinaeease exceed 1,700,000 shares, subject ticadjustments, and (i) extend the term
of the 1993 Plan from June 30, 2003 to February20g&];

3. To ratify the appointment of Ernst & Young LLB iadependent auditors of the Company for the ffigear ending December 31, 2001; i

4. To transact such other business as may propenye before the meeting or any adjournment or posiment thereof, including the
election of any director if any of the above nongisés unable to serve or for good cause will notese

Only stockholders of record at the close of busiresApril 13, 2001 are entitled to notice of andidte at the Annual Meeting. The stock
transfer books will not be closed between the mdate and the date of the meeting. A list of stotdters entitled to vote at the Annual
Meeting will be available for inspection at the extive offices of the Company for a period of ten

(10) days before the Annual Meeting.

All stockholders are cordially invited to attencktimeeting in person. Whether or not you plan tenalt please submit your proxy over the
Internet, by telephone or by signing and returriimgenclosed proxy as promptly as possible in tivelepe enclosed for your convenience.
Should you receive more than one proxy becausesfmanes are registered in different names and sskelseeach proxy should be submitted
over the Internet, by telephone or by mail to asshat all your shares will be voted. You may rexyghur proxy at any time prior to the
Annual Meeting. If you attend the Annual Meetinglarote by ballot, your proxy will be revoked autdioally and only your vote at the
Annual Meeting will be counted.

Sincerely,

/sl Arthur W Zafiropoul o

Arthur W Zafiropoul o
CHAI RMAN OF THE BOARD, CHI EF EXECUTI VE
OFFI CER

April 25, 2001

YOUR VOTE IS VERY IMPORTANT, REGARDLESS OF THE NUMER OF SHARES YOU OWN. PLEASE READ THE ATTACHED
PROXY STATEMENT CAREFULLY AND SUBMIT YOUR PROXY OVR THE INTERNET OR BY TELEPHONE, OR COMPLETE,
SIGN AND DATE THE ENCLOSED PROXY CARD AS PROMPTLY&POSSIBLE AND RETURN IT IN THE ENCLOSED
ENVELOPE.



ULTRATECH STEPPER, INC.
3050 ZANKER ROAD
SAN JOSE, CALIFORNIA 95134

PROXY STATEMENT
FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 7, 2001

GENERAL

The enclosed proxy ("Proxy") is solicited on belwdlthe Board of Directors of Ultratech Steppec.Jrm Delaware corporation (the
"Company"), for use at the Annual Meeting of Stauklers to be held on June 7, 2001 (the "Annual Mg&t The Annual Meeting will be
held at 10:00 a.m. at the Fairmont Hotel, 170 Sidinket Street, San Jose, CA, 95113. These praigitation materials were mailed on or
about April 27, 2001 to all stockholders entitleds/bte at the Annual Meeting.

VOTING

The specific proposals to be considered and agied at the Annual Meeting are summarized in thempanying Notice and are described
in more detail in this Proxy Statement. On April 2801, the record date for determination of stotdtérs entitled to notice of and to vote at
the Annual Meeting, approximately 22,020,529 shafdhe Company's common stock, $.001 par valuerfi@on Stock"), were issued and
outstanding. No shares of the Company's prefetaak svere outstanding. Each stockholder is entittedne (1) vote for each share of
Common Stock held by such stockholder on April2@)1. Stockholders may not cumulate votes in thetien of directors.

All votes will be tabulated by the inspector ofalens appointed for the meeting who will sepasatabulate affirmative and negative votes,
abstentions and broker non-votes. Directors aetleby a plurality vote. The other matters suladifor stockholder approval at this Annual
Meeting will be decided by the affirmative votetb& holders of a majority of shares present ingres represented by proxy and entitled to
vote on such matter. With regard to the electiodigdctors, votes may be cast in favor of or witdtfeom each nominee; votes that are
withheld will be excluded entirely from the votedawill have no effect. Abstentions and broker narteg are counted as present for purposes
of determining the presence or absence of a quéouthe transaction of business. Abstentions wépect to any matter other than the
election of directors will be treated as sharesgmeor represented and entitled to vote on themand will thus have the same effect as
negative votes. If shares are not voted by thedyrako is the record holder of the shares, orafes are not voted in other circumstances in
which proxy authority is defective or has been Withl with respect to any matter, these non-votagleshare deemed not to be entitled to vote
on the matter and accordingly are not counted @iop@ses of determining whether stockholder approf/#iiat matter has been obtained.

REVOCABILITY OF PROXIES

If the enclosed form of proxy is properly signed aaturned or if you submit your proxy and votimgtructions over the Internet or by
telephone the shares represented thereby will tezhat the Annual Meeting in accordance with tigtrirctions specified thereon.
Stockholders submitting proxies over the Intermdiyotelephone should not mail the proxy votingrastion 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 anch director is withheld and, if no contrarytimstions are given, the proxy will be voted
FOR the approval of the other matters describéddraccompaying Notice and Proxy Statement andh, i@&pect to any other proposals
properly brought before the Annual Meeting, asBbard of Directors recommends. If you vote y



proxy by mail, you may revoke or change your Prakgny time before the Annual Meeting by filing lvihe Secretary of the Company at
Company's principal executive offices, a noticeesfocation or another signed proxy with a lateedHtyou choose to vote your proxy over
the Internet or by telephone, you can change yote iy voting again using the same method useth&original vote (i.e., over the Internet
or by telephone) so long as you retain the proxg caferencing your voter control number. You mipaevoke your proxy by attending the
Annual Meeting and voting in person.

SOLICITATION

The Company will bear the entire cost of solic@atiincluding the preparation, assembly, printind enailing of this Proxy Statement, the
proxy and any additional solicitation materialsriished to stockholders. Copies of solicitation mate will be furnished to brokerage hous
fiduciaries, and custodians holding shares in theines but that are beneficially owned by otherthabthey may forward this solicitation
material to such beneficial owners. In additiore @ompany may reimburse such persons for theis do$brwarding the solicitation
materials to such beneficial owners. The origimdication of proxies by mail may be supplemeniigda solicitation by telephone, telegram,
or other means by directors, officers or employ&esh individuals, however, will not be compensatgdhe Company for those services.
Except as described above, the Company does rs#he intend to solicit proxies other than by m@he Company has retained the serv
of InvestorCom, Inc. to assist in the solicitatafrproxies for which it will receive a fee from ti@mpany of approximately $10,000, plus
of pocket expenses.

DEADLINE FOR RECEIPT OF STOCKHOLDER PROPOSALS

Proposals of stockholders of the Company thatraemded to be presented by such stockholders &@&dh®wany's 2002 Annual Meeting must
be received no later than December 27, 2001 inrdhdé they may be included in the proxy statenast form of proxy relating to that
meeting. In addition, the proxy solicited by theaBa of Directors for the 2002 Annual Meeting witirfer discretionary authority to vote on
any stockholder proposal presented at that meatinigss the Company receives notice of such propasdater than March 12, 2002.
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MATTERSTO BE CONSIDERED AT ANNUAL MEETING

PROPOSAL ONE
ELECTION OF DIRECTORS

GENERAL

On July 23, 1993, the Board of Directors and stotdidrs of the Company approved the Company's Anteadd Restated Certificate of
Incorporation to provide for a classified Boarddifectors consisting of two classes of directoegsleserving 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 elésse term of office expires at the
Annual Meeting currently consists of four (4) diias, all of whom are current directors of the Camy The directors elected to this class
will serve for a term of two (2) years, expiringtaé 2003 Annual Meeting of Stockholders, or uthtdir successors have been duly elected
and qualified. If the proposal is approved, therboaill consist of eight (8) persons, with two

(2) classes consisting of four (4) directors eddte names of the persons who are nominees fortdirghe terms of their proposed
directorship, and their positions and offices wiita Company as of April 13, 2001 are set forth Welo

Each person nominated for election has agreedte ffeelected, and management has no reasonitvbeahat any of the nominees will be
unavailable to serve. In the event any of the neesnare unable or decline to serve as a directbedime of the Annual Meeting, the prox
will be voted for any nominee who may be designatethe present Board of Directors to fill the viacg. Unless otherwise instructed, the
proxy holders will vote the proxies received bythEOR the nominees named below. The four (4) caesdreceiving the highest number of
affirmative votes of the shares represented andgain this particular matter at the Annual Meetivijj be elected directors of the Company,
to serve for their respective terms or until tleeiccessors have been duly elected and qualified.

NOMINEESFOR TERM ENDING UPON THE 2003 ANNUAL STOCKHOLDERSMEETING

TOMMY D. GEORGE, 61, has served as a Director ef@@mpany since October 1997. From April 1993 tghoMay 1997, Mr. George
served as the President of Motorola SPS ("Motojok‘om June 1986 through April 1993, Mr. Georgersd as the Assistant General
Manager of Motorola. In addition, Mr. George hasoaderved as a Director of each of Amkor Technqléyy, a packaging and test services
provider, since October 1997 and FSI Internatiolmal,, a processing equipment supplier, since JgrL@08.

GREGORY HARRISON, 67, has served as a Directohef@ompany since May 1993. Since 1986, Mr. Harrismmserved as President o
Harrison & Company, a management consulting firronfF1969 to 1986, Mr. Harrison served in variousrafing management positions,
most recently as Vice President and Corporate &ffiat National Semiconductor Corporation.

KENNETH LEVY, 58, has served as a Director of thenfpany since May 1993. Mr. Levy has served as @tairof the Board of Directors
of KLA-Tencor Corporation ("KLA"), a company whidte co-founded, since July 1999 and served in tivee ga@apacity from April 1997 to
June 1998. Mr. Levy was Chief Executive Officer anDirector of KLA from July 1998 to June 1999. Frduly 1975 until April 1997, he
served as Chief Executive Officer of KLA Instrum&@orporation and Chairman of its Board of Direstdir. Levy has also served as a
Director of SpeedFanREC, Inc., formerly known as Integrated Processifagent Corporation, a manufacturer of semicondygtocessing
equipment for chemical, mechanical, planarizatiod eleaning of advanced integrated circuits, sMeg 1995. In addition, Mr. Levy serves
as a Director Emeritus on the board of Semiconduetmipment and Materials Institute (SEMI), an istiy trade association.
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VINCENT F. SOLLITTO, 53, has served as a Directbthe Company since July 2000. Mr. Sollitto hasssdras a Director and the Chief
Executive Officer for Photon Dynamics, a manufaetwf test, repair and inspection equipment forfidtepanel display industry, since 1996.
From July 1993 to February 1996, Mr. Sollitto sehes Vice-President and General Manager of Fujitemoelectronics, a semiconductor

and electronics device company. Mr. Sollitto hase# as a Director of Irvine Sensors Corporatiodegeloper of advanced signal processing
and image stabilization technologies, since 1997 Agplied Films Corporation, a solutions providéthn film technology for the flat panel
display industry, since 1999.

CONTINUING DIRECTORSFOR TERM ENDING UPON THE 2002 ANNUAL STOCKHOLDERSMEETING

ARTHUR W. ZAFIROPOULO, 62, founded the Company gp&mber 1992 to acquire certain assets and tiebilbf the Ultratech Stepper
Division ("Predecessor") of General Signal Corpiora{"General Signal") and, since March 1993, leaasexd as Chief Executive Officer and
Chairman of the Board. Mr. Zafiropoulo has alsoedras President of the Company since February. Zadditionally, Mr. Zafiropoulo
served as President of the Company from March 1@88arch 1996, resumed the position of Presideth@fCompany in May 1997 and
served in this capacity until April 1999. Betweegp&mber 1990 and March 1993, he was PresidenedePessor. From February 1989 to
September 1990, Mr. Zafiropoulo was President aféba Signal's Semiconductor Equipment Group latéonal, a semiconductor
equipment company. From August 1980 to Februar®1BB. Zafiropoulo was President and Chief Exeatdfficer of Drytek, Inc., a
plasma dry-etch company that he founded in Aug8801and which was sold to General Signal in 1886m July 1987 to September 1989,
Mr. Zafiropoulo was also President of Kayex, a semductor equipment manufacturer, which is a uheneral Signal. Mr. Zafiropoulo is
Director of SEMI, an international trade associatiepresenting the semiconductor, flat panel disptuipment and materials industry;
Semi/Sematech, which represents majority UniteteStawned and controlled suppliers of equipmentenads and services to the
semiconductor manufacturing industry; Advanced Bnéndustries, Inc., a leading manufacturer of poeaversion and control systems;
and Intelligent Reasoning Systems, Inc., a provideptical inspection tools which utilize artifadiintelligence software for Printed Wiring
Assemblies (PWA) and High-Density Interconnect (Harkets.

JOEL F. GEMUNDER, 60, has been a Director of thenBany since October 1997. Mr. Gemunder has beesidere and a member of the
Board of Directors of Omnicare, Inc., a pharmaayises provider, since 1991. He has also servedisector of Chemed Corporation, a
construction services company, since 1977.

NICHOLAS KONIDARIS, 56, has served as a Directotlod Company since July 2000. Mr. Konidaris hagsexias Chairman of the Boa
President and Chief Executive Office of Advantesigkica, Inc. ("Advantest"), a manufacturer of tesend handlers, since July 1997. From
July 1995 to July 1997, Mr. Konidaris served agrat8gic Business Manager for Advantest.

RICK TIMMINS, 48, has been a Director of the Compaince August 2000. Since January 1996, Mr. Tinsnhias served as Vice-President
of Finance for Cisco Systems, Inc.

BOARD COMMITTEESAND MEETINGS

During the fiscal year ended December 31, 2000Btieerd of Directors held five (5) meetings and ddig unanimous written consent on
three (3) occasions. The Board of Directors ha8udit Committee, Compensation Committee and a Natimig Committee. During the
respective term of his service on the Board, ed¢heodirectors attended or participated in 75%nore of the aggregate of (i) the total
number of meetings of the Board of Directors ai)dlfe total number of meetings held by all comegt of the Board on which he served
during the past fiscal year.



The Compensation Committee currently consists rafetti3) directors, Messrs. Harrison, Gemunder ammidéaris. The Compensation
Committee is primarily responsible for approving tBompany's general compensation policies anchgettimpensation levels for the
Company's executive officers. The Compensation Citieenalso has sole and exclusive authority to atst@r the Company's 1993 Stock
Option/Stock Issuance Plan (the "1993 Plan") angleyee Stock Purchase Plan and the Company's 1998e8nental Stock Option/Stock
Issuance Plan. The Compensation Committee held#)umeetings during the past fiscal year and alojednanimous written consent on two
(2) occasions.

The Audit Committee currently consists of threedBgctors, Messrs. Levy, Sollitto and Timmins, ag@rimarily responsible for approving
the services performed by the Company's indeperaietitors and reviewing their reports regarding@oenpany's accounting practices and
systems of internal accounting controls. The A@timmittee held four (4) meetings during the lastdl year and acted by unanimous wri
consent on one (1) occasion.

The Board of Directors adopted and approved a ehtot the Audit Committee on June 8, 2000, a aoipyhich is attached hereto as
Appendix A. The Board of Directors has determinteat &ll members of the Audit Committee are "indejfgan" as that term is defined in Ri
4200 of the listing standards of the National Assiian of Securities Dealers.

The Nominating Committee, which was formed in AR0I01, currently consists of three (3) independémeictors, Tommy George, Gregory
Harrison and Rick Timmins. The Nominating Committee behalf of the Board of Directors, makes nortiams for election to the
Company's Board of Directors. The Nominating Conteeitwill consider nominations recommended by stolddrs. Such nominations by
stockholders must be made by notice in writingwetd or mailed by first class United States npktage prepaid, to the Secretary or
Assistant Secretary of the Company, and receivettidpBecretary or Assistant Secretary not less1B8rdays prior to any meeting of
stockholders called for the election of directgm®vided, however, that if less than 100 days'aeotif the meeting is given to stockholders,
such nomination must be mailed or delivered toSkeretary or Assistant Secretary of the Companyatet than the close of business on the
seventh day following the day on which the noti€éhe meeting was mailed. Such notice shall sehfas to each proposed nominee who is
not an incumbent director (i) the name, age, bssieeldress and, if known, residence address ofresuimee proposed in such notice, (ii)
principal occupation or employment of each suchinem (iii) the number of shares of stock of ther(pany which are beneficially owned
each such nominee and by the nominating stockhcdaber (iv) any other information concerning the muee that must be disclosed of
nominees in proxy solicitations regulated by Retiotal4A of the Securities Exchange Act of 1934aamended.

DIRECTOR COMPENSATION

During the fiscal year ended December 31, 2000 ean-employee Board member was paid an annualretasher fee of $10,000, received
an additional $1,000 for attendance at each Boaretimg and $500 for attendance at each meetingyoBaard committee of which he was a
member, so long as such committee meeting didallotf a meeting of the Board. In addition, the C@myp reimburses each non-employee
Board member for expenses incurred in connectidh ks attendance at such Board and committee nggeti

Pursuant to the Automatic Option Grant Prograntfiect under the Company's 1993 Plan, each indiVidim becomes a non-employee
Board member will automatically be granted, ondhate of his or her initial election or appointmémthe Board, a non-statutory stock option
to purchase 12,000 shares of the Company's Commook.J he option will have an exercise price eqaahe fair market value per share of
Common Stock on the applicable grant date. Theooptill have a maximum term of ten (10) years meaddrom 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 stutjaepurchase by the Company, at the exercise paid per
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share, upon the optionee's cessation of Boardcgepvior to vesting in those shares. The shards/est as follows: (i) fifty percent (50%) of
the shares will vest upon completion of one (1yy#d&oard service measured from the grant date(i@nthe remaining shares will vest in
three (3) successive equal annual installments agpompletion of each of the next three (3) yearBadird service thereafter.

Messrs. Sollitto and Konidaris each received sucbgion grant for 12,000 shares of the Compangism@on Stock on July 24, 2000 upon
their initial appointment to the Board. Each opti@s an exercise price of $19.1875 per shareathenfirket value per share of Common
Stock on the grant date. Mr. Timmins received hi®aatic option grant for 12,000 shares on Aug0s®00 when he was first appointed to
the Board. The option has an exercise price of3RI/A per share, the fair market value per shaoaimon Stock on the grant date.

On the date of each Annual Stockholders Meetingh @@n-employee Board member who is to continisetge on the Board, whether or not
he or she is standing for re-election to the Badrthat particular Annual Meeting, will receive amomatic option grant for 4,000 shares.
Accordingly, on the date of the 2000 Annual Stoddkos Meeting, each of the continuing non-empldgeard members (Messrs. Gemunder,
George, Harrison and Levy) received an option guaier the Automatic Option Grant Program for 4,6B8res with an exercise price of
$14.9375 per share, the fair market value per shfatee Common Stock on the June 1, 2000 grant &ateh of the options has a maximum
term of ten

(10) years measured from the grant date, subjebktearlier termination upon the optionee's cessaf Board service. The option is
immediately exercisable for all the option shakéswever, any shares purchased under the optiorbe/#élubject to repurchase by the
Company, at the option exercise price paid pereshgon the optionee's cessation of Board servioe o vesting in those shares. The shares
subject to each such 4,000-share grant vest ugoogtionee's completion of one (1) year of Boardise measured from the grant date.

The shares subject to each outstanding option uhdekutomatic Option Grant Program will vest imnzdly upon an acquisition of the
Company by merger or asset sale or upon certa@r otlanges in control or ownership of the Compéaipan the successful completion of a
hostile tender offer for more than 50% of the Conymoutstanding Common Stock, each automatic ogfiant 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 thettateption is surrendered to the Company or thkedsgreported price per share of
Common Stock paid in the tender offer over (i) tiption exercise price payable per share.

RECOMMENDATION OF THE BOARD OF DIRECTORS
The Board of Directors recommends that the stodédrslvote FOR the election of each of the aboveimess.
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PROPOSAL TWO
APPROVAL OF AMENDMENTSTO
THE 1993 STOCK OPTION/STOCK ISSUANCE PLAN

The Company's stockholders are being asked to ep@mo amendment to the 1993 Plan, which will effeetfollowing changes:

(i) implement an automatic share increase featursuyant to which the share reserve under the 1888vAIl automatically increase on the
first trading day in January of each calendar yleaginning with the 2002 calendar year and contigitinrough and including calendar year
2006, by an amount equal to four percent (4%) efttial number of shares of Common Stock outstandimthe last trading day in Decem
of the immediately preceding calendar year, butdrevent would any such annual increase excee®, 000 shares, subject to adjustment in
the event of certain changes to the Company'satagtiticture, and

(i) extend the term of the 1993 Plan from JuneZiM3 to February 28, 2011.

This proposed amendment was adopted by the Boaktiboch 14, 2001 and is designed to ensure thaffizisat reserve of Common Stock
will be available under the 1993 Plan to allow @@mpany to continue to utilize equity incentive®mder to attract and retain the services of
key employees essential to the Company's long-¢eawth and success.

The following is a summary of the principal featigd the 1993 Plan, as most recently amended bBdhed. The summary, however, does
not purport to be a complete description of allghevisions of the 1993 Plan. Any stockholder whshes to obtain a copy of the actual plan
document may do so upon written request to the @atp Secretary at the Company's executive offit&an Jose, California.

The 1993 Plan became effective on September 29 ibd@nnection with the initial public offering tie Company's Common Stock and is
designed to provide the Company's officers andrdtbg employees, the non-employee members of tladBand independent consultants
with an opportunity to acquire an equity interestie Company as an incentive for them to remathénCompany's service. The 1993 Plan
serves as the successor to the Company's 1993 Spikn Plan and 1993 Stock Issuance Plan (thed&essor Plans™), and all outstanding
stock options and stock issuances under the PrestercBlans have been incorporated into the 1998 Pla

EQUITY INCENTIVE PROGRAMS

The 1993 Plan contains three (3) separate equigniive programs: (i) a Discretionary Option GrBrgram under which key employees
(including officers), noremployee Board members and consultants may beegraptions to purchase shares of Common Stock exencise
price not less than the fair market value of sudres on the grant date, (ii) a Stock IssuancerBnognder which those individuals may be
issued shares of Common Stock directly, eitherufinathe immediate purchase of those shares (antaiket value) or as a bonus for past
services rendered to the Company and (jii) an AatierOption Grant Program under which each non-eygd Board member will receive a
series of periodic option grants over his or hetqoeof continued Board service to purchase shaf€ommon Stock at an exercise price
equal to the fair market value of the option shatethe time of grant.

As of March 31, 2001, three (3) executive officeggproximately five hundred twenty two (522) otkerployees, and seven (7) nemployet
Board members were eligible to participate in thecietionary Option Grant and Stock Issuance Prograhe seven (7) non-employee
Board members were also eligible to participatth@énAutomatic Option Grant Program.

Options granted under the Discretionary Option GRrngram may be either incentive stock optionsgihesi to meet the requirements of
Section 422 of the Internal Revenue Code or notHsty stock options not intended to satisfy sustuirements. All grants under the
Automatic Option Grant Program will be non-statytoptions.



STOCK AWARDS

The table below shows, as to each of the NamedufivecOfficers who appear in the Summary Compeasaliable which appears later in
this Proxy Statement and the various other inditatdividuals and groups, the number of sharesash@on Stock subject to options granted
under the 1993 Plan for the period January 1, 20@Qugh March 31, 2001, together with the weightedrage exercise price payable per
share. No direct issuances have been made to dadée the 1993 Plan.

NUMBER OF WEI GHTED AVERAGE
NAME AND PCSI TI ON OPTI ON SHARES  EXERCI SE PRI CE( $)
Arthur W Zafiropoulo ......... ..., 0 $ N A
Chai rman of the Board,
President and Chi ef Executive Oficer
Daniel H Berry .........c..uiiiiiiinnn. 0 $ N A
Seni or Vice President, Strategic Planning
Bruce R Wight ... ... . . . . 100, 000 $11. 8750
Seni or Vice President, Finance, Secretary and
Chi ef Financial Oficer
Tommy D. GEOIge . ..ottt 4,000 $14. 9375
Di rector
Gregory Harrison .............. .. .. .. .. ... 4,000 $14. 9375
Di rector
Kenneth Levy .. ... 4,000 $14. 9375
Di rector
Vincent F. Sollitto .......... ... ... ... 12, 000 $19. 1875
Di rector
Joel F. Genmunder ......... ... ... 4,000 $14. 9375
Di rector
Ni cholas Konidaris ............ .. ... i, 12, 000 $19. 1875
Di rector
Rick Timmns ... 12, 000 $17. 9375
Di rector
Al'l current executive officers as a group (3
PEISONS) . oottt ettt 100, 000 $11. 8750
Al directors (other than executive officers) as
a group (7 PersoNnNS) ... ...t 52, 000 $17.5913
Al'l enpl oyees, including current officers who
are not executive officers, as a group (522
PEIFSONS) . oottt ettt e 836, 900 $16. 4720

SHARE RESERVE

The maximum number of shares of the Company's CamfBtack available for issuance over the term ofli®@3 Plan may not exceed
6,126,229 shares. However, if the shareholdersoappthis Proposal, then the number of shares reddor issuance under the 1993 Plan will
automatically increase on the first trading dayamuary of each calendar year, beginning with @@22Zalendar year and continuing through
and including calendar year 2006, by an amountlaquaur percent (4%) of the total number of sisaw& Common Stock outstanding on the
last trading day in December in the immediately



preceding fiscal year, but in no event will anylsannual increase exceed 1,700,000 shares, stbjadjustment in the event of certain
changes to the Company's capital structure.

As of March 31, 2001, options for 2,436,990 shavese outstanding under the 1993 Plan, and 482 fidfes were available for future grant.

In October 1998, the Company also implemented tippEmental Stock Option/Stock Issuance Plan upplemental Plan”), pursuant to
which an additional 400,000 shares were initiadlgarved for issuance to employees of the Compdhngr than those employees who are
either executive officers or hold the title of ViBeesident or General Manager. The provisions®&hpplemental Plan are substantially the
same as those in effect under the Discretionaryo@@rant and Stock Issuance Programs of the 1888 Bxcept that only non-statutory
options may be granted under the Supplemental BlarOctober 19, 1999, the Board increased the skaesve under the Supplemental Plan
by an additional 400,000 shares to 800,000 sh@medune 29, 2000, the Board increased such sheee/ecby another 400,000 shares to
1,200,000 shares. As of March 31, 2001, optiong 88,240 shares were outstanding under the Supptahf®lan, 43,650 shares had actually
been issued under the Supplemental Plan, and 3b6ltHres remained available for future option goanigsuance.

In no event may any individual participant in tH#93 Plan be granted stock options, separately sadale stock appreciation rights and dir
stock issuances for more than 600,000 shares iagheegate per fiscal year. Stockholder approv#isfProposal will also constitute re-
approval of such limitation for purposes of IntdrRaevenue Code 162(m).

Should an outstanding option under the 1993 Plasiuding outstanding options under the PredeceRismis incorporated into the 1993 Plan)
expire or terminate for any reason prior to exeraisfull (including options cancelled in accordaneith the cancellation-regrant provisions
described below), the shares subject to the podidhe option not so exercised will be availaldedubsequent issuance under the 1993 Plan
Unvested shares issued under the 1993 Plan andguéhgly repurchased by the Company at the opkiercise or direct issue price paid per
share will be added back to the share reserve @dhdogordingly be available for subsequent issgameder the 1993 Plan. Shares subject to
any option surrendered or cancelled in accordarttetie stock appreciation right provisions of 1893 Plan will reduce on a share-&irare
basis the number of shares of Common Stock avaifablsubsequent issuance.

The fair market value per share of Common Stockmnrelevant date under the 1993 Plan will be deleimée equal to the last reported sale
price of the Common Stock on the date in questiorither the Nasdaqg National Market or any natieealrities exchange which may
subsequently serve as the primary market for tar@on Stock. The fair market value of the Commorcistm March 30, 2001 was $24.625
per share on the basis of the last reported sale pn that date on the Nasdaq National Market.

DISCRETIONARY OPTION GRANT PROGRAM AND STOCK ISSUANCE PROGRAM

Both the Discretionary Option Grant and the Staduance Programs are administered by the Compam&ximmittee of the Board, which
currently consists of three (3) non-employee Baaeinbers. The Compensation Committee acting iraiggcity as Plan Administrator will
have complete discretion to determine which elgibdividuals are to receive option grants or stigskiances, the time or times when such
grants or issuances are to be made, the numbbagssubject to each such grant or issuancetatus ©f any granted option as either an
incentive stock option or a non-statutory optiodemnthe federal tax laws, the vesting schedular(yf) to be in effect for the option grant or
stock issuance and the maximum term for which aantgd option is to remain outstanding.

The exercise price per share for each stock ogtianted under the Discretionary Option Grant Pnogaad the issue price per share for each
Common Stock issuance under the Stock Issuancedpnog



will not be less than the fair market value of @@mmon Stock on the grant or issue date. No grasptéidn will have a maximum term in
excess of ten

(10) years. Options are generally not assignabteaasferable other than by will or the laws ofaénikance and, during the optionee's lifetime,
the option may be exercised only by such optiorsvever, the Plan Administrator may allow non-stiatyl options to be transferred or
assigned during the optionee's lifetime to one oranmembers of the optionee's immediate familyax trust established exclusively for one
or more such family members.

The optionee will not have any stockholder rightthwespect to the option shares until the optaxercised and the exercise price is pai
the purchased shares. Individuals holding sharderuhe Stock Issuance Program will, however, HalWatockholder rights with respect to
those shares, whether the shares are vested cstadve

The exercise price may be paid in cash or in shafr€®@mmon Stock valued at fair market value onekercise date. The option exercise
price may also be paid through a same-day salegmogursuant to which a designated brokerage 8rgiven irrevocable instructions to
effect an immediate sale of the shares purchasgelr ihe option and pay over to the Company, otih@kale proceeds available on the
settlement date, sufficient funds to cover the egerprice for the purchased shares plus all agigécwithholding taxes. The purchase price
for any shares sold under the Stock Issuance Rrograormally payable in cash. However, shares beaigsued under the Stock Issuance
Program for non-cash consideration, such as a bfongast services rendered the Company.

The Plan Administrator may assist any individuat{iding an officer) in the exercise of one or mou¢standing options under the
Discretionary Option Grant Program or in the pusghaf shares under the Stock Issuance Programrinjtpieg that individual to pay the
exercise price or purchase price with a promissotg payable in one or more installments over igaf years. The terms of any such note,
including the interest rate and terms of repaymwiiitpe determined by the Plan Administrator. Thlan Administrator may also provide for
the forgiveness of any outstanding promissory owts the individual's period of continued servidéwthe Company.

Should the optionee cease to remain in the Compaeyvice while holding one or more options granteder the Discretionary Option Grant
Program, then the optionee will in general havenooe than three (3) months after such cessatigemice in which to exercise such
outstanding options. Under no circumstances, howevay any option be exercised after the spec#iquration date of the option term. E:
such option will normally, during such limited pedi be exercisable only for the number of shar€Sarhmon Stock in which the optionee is
vested at the time of cessation of service. Tha Riministrator will have complete discretion taexd the period following the optionee's
cessation of service during which his or her ouiditag options may be exercised and/or to acceléhatexercisability of those options in
whole or in part. Such discretion may be exerceteghy time while the options remain outstandinlgethier before or after the optionee's
actual cessation of service.

Shares may be issued under the Stock IssuanceaRrag either a fully vested bonus for past sendceasibject to a vesting schedule tied to
the participant's period of future service or th@@any's attainment of designated performance gaaisunvested shares issued under the
program will be subject to repurchase by the Companthe issue price paid per share, upon thécjeant's cessation of service prior to
vesting in the shares. However, the Plan Admirtistraill have the discretionary authority to acecate the vesting of any unvested shares, in
whole or in part, at any time.

CHANGE OF CONTROL EVENTS
Upon any of the following stockholder-approved sactions (a "Corporate Transaction"):
- a merger or consolidation in which the Companydsthe surviving entity,

- the sale, transfer or other disposition of alsobstantially all of the Company's assets in cetediquidation or dissolution of the Company,
or
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- any reverse merger in which the Company is theidng entity but in which securities possessingrenthan 50% of the total combined
voting power of the Company's outstanding securiie transferred to a person or persons différemt the persons holding those securities
immediately prior to such merger,

each option at the time outstanding under the Bismmary Option Grant Program will automaticallycalerate and become exercisable,
immediately prior to the effective date of the Gungte Transaction, for all of the shares of Comi@tock at the time subject to such option
and may be exercised for any or all of those shasdslly vested shares. However, an outstanditigmpinder the Discretionary Option
Grant Program will not so accelerate if and togkeent

(i) such option is assumed by the successor cdipargor parent thereof) or replaced with a casiit@s which preserves the spread on the
unvested option shares and provides for subsegagout of that spread in accordance with the vgstaihedule in effect for that option or
the acceleration of such option is subject to olindtations imposed by the Plan Administratortza time of grant.

The Company's outstanding repurchase rights uheddiscretionary Option Grant and Stock Issuanogfms will also terminate, and the
shares subject to such terminated rights will bexfuly vested, upon the Corporate Transactionepkto the extent (i) one or more of such
repurchase rights are expressly assigned to theessor corporation (or its parent company) in cotioe with the Corporate Transaction or
(i) such accelerated vesting is precluded by ofingtations imposed by the Plan Administratorfz time the repurchase rights are issued.

Any options assumed in connection with the Corgoffaainsaction may, in the Plan Administrator's i@igon, be subject to subsequent
acceleration in the event the optionee's serviterisinated within a specified period following bu€orporate Transaction. The Plan
Administrator will have similar discretionary autfig to provide for the subsequent termination né @r more of the Company's repurchase
rights which remain in existence after the Corpoitansaction (and the concurrent vesting of tla@eshsubject to those terminated
repurchase rights) should the individual's serbiegerminated within a specified period followirng tCorporate Transaction.

Immediately after the consummation of the Corpofasmsaction, all outstanding options under theci2isonary Option Grant Program will
terminate and cease to remain outstanding, exodpetextent assumed by the successor corporatiats (parent company).

The Plan Administrator has full power and authotitygrant options under the Discretionary Optiomai@Program which will, immediately
prior to a Change in Control (as defined below}dmee exercisable for all of the shares of CommaelSat the time subject to those options.
The Plan Administrator may also provide for theoaudtic termination of all of the Company's outsiagdepurchase rights under the
Discretionary Option Grant and Stock Issuance Ruogr(with the concurrent vesting of the sharesestilbp those terminated rights) in the
event of such Change in Control. Alternatively, Bian Administrator may condition such acceleratesting of outstanding stock options .
unvested share issuances upon the individual'si@sof service under certain prescribed circunsa following the Change in Control.
Each outstanding option accelerated in connectitimavChange in Control will remain fully exercisalfor all the option shares until the
expiration or sooner termination of the option term

A Change in Control will be deemed to occur:

- should any person or related group of persorge(dhan the Company or one or more affiliategaly or indirectly acquire beneficial
ownership of securities possessing more than fiéncent (50%) of the total combined voting powethef Company's outstanding securities
pursuant to a tender or exchange offer made djrexthe Company's stockholders; or

- should the composition of the Board change, withperiod of thirty-six
(36) months, such that a majority of the Board esaby reason of one or more contested electiorBdard membership,
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to be comprised of individuals who either (A) hde=n Board members continuously since the beginufisgch period or (B) have been
elected or nominated for election as Board memtberieig such period by at least a majority of theBomembers described in clause (A)
who were still in office at the time such electmmnomination was approved by the Board.

The acceleration of options in the event of a CmafmTransaction or Change in Control may be seamnanti-takeover provision and may
have the effect of discouraging a merger prop@stikeover attempt or other efforts to gain contfdhe Company.

The Plan Administrator is authorized to issue tyes of stock appreciation rights in connectiorhwaiption grants made under the
Discretionary Option Grant Program:

Tandem stock appreciation rights provide the halddgth the right to surrender their options foragpreciation distribution from the
Company equal in amount to the excess of (a) tinerfarket value of the vested shares of Commonk3abject to the surrendered option
over (b) the aggregate exercise price payablehfise shares. Such appreciation distribution maeatliscretion of the Plan Administrator,
be made in cash or in shares of Common Stock.

Limited stock appreciation rights may be provide@he or more officers or non-employee Board membé&the Company as part of their
option grants. Any option with such a limited st@gpreciation right may be surrendered to the Comp@on the successful completion of a
hostile tender offer for more than fifty percen®¥%) of the Company's outstanding voting stock.etium for the surrendered option, the
officer will be entitled to a cash distribution fmothe Company in an amount per surrendered ophiaresequal to the excess of

() the highest price per share of Common Stoal ipatonnection with the tender offer over (b) éx@rcise price payable for such share.

The Plan Administrator will have the authority ffeet, on one or more separate occasions, the Hatioe of outstanding options under the
Discretionary Option Grant Program (including opsancorporated from the Predecessor Plans) wtidgk bBxercise prices in excess of the
then current market price of the Common Stock andsue replacement options with an exercise fésed on the market price of the
Common Stock at the time of the new grant.

AUTOMATIC OPTION GRANT PROGRAM

The terms and conditions governing the option gréamit may be made under the Automatic Option GPapgram are summarized below.
grants under the Automatic Option Grant Progranh lvéilmade in strict compliance with the expresaisions of such program. Stockholder
approval of this Proposal will also constitute ppgroval of each option granted on or after the dathe 2001 Annual Meeting pursuant to
the provisions of the Automatic Option Grant Pragrsummarized below and the subsequent exercis@bbption in accordance with such
provisions.

Pursuant to the Automatic Option Grant Programheadividual first elected or appointed to the Bdbas a non-employee director will
receive a one-time automatic option grant for 1Q,8ares at the time of his or her initial elecwrappointment to the Board, provided such
individual has not previously been in the Compasyploy. On the date of each Annual Stockholderstig, each non-employee Board
member who is continuing to serve on the Board,thdreor not he or she is standing for re-electmthe Board at that particular Annual
Meeting and whether or not he or she has beereiptior employ of the Company, will receive an awétic option grant for 4,000 shares.
There is no limit on the number of such 4,000-slzameual option grants any one individual may regeiver his or her period of continued
Board service, but no individual may receive a 8;8Bare option grant for a particular year if hestoe has received his or her initial option
grant under the Automatic Option Grant Program iwithe immediately preceding six (6) months.
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Each option granted under the Automatic Option GPangram will be subject to the following termsdaronditions:

- The exercise price per share will be equal tdfdivemarket value of the option shares on the matic grant date, and the option will have a
maximum term of ten (10) years measured from thetgiate.

- Each automatic option grant will be immediatetgesisable for any or all of the option shares. ldeer, any shares purchased under the
option will be subject to repurchase by the Companyhe exercise price paid per share, upon ttier@®e's cessation of Board service prior
to vesting in those shares. The shares subjeetcto £2,000-share initial automatic option grant walst as follows: (i) fifty percent (50%) of
the shares will vest upon the optionee's complaifaane (1) year of Board service measured frongtiaat date, and the remaining shares
will vest in three

(3) successive equal annual installments upongkiereee's completion of each of the next three/é3s of Board service thereafter. The
shares subject to each 4,000-share annual autoopdittisn grant will vest upon the optionee's coniptebf one (1) year of Board service
measured from the grant date.

- The option will remain exercisable for a six (@pnth period following the optionee's cessatioBoérd service for any reason other than
death or disability. Should the optionee die withix (6) months after cessation of Board servigentthe option will remain exercisable for a
twelve (12)-month period following the optionee&sath and may be exercised by the personal repadisenof the optionee's estate or the
person to whom the option is transferred by théope's will or the laws of inheritance. During #iygplicable post-service exercise period,
the option may not be exercised in the aggregatméoe than the number of option shares in whiehaptionee was vested at the time of his
or her cessation of Board service.

- Should the optionee die or become permanentbhtésl while serving as a Board member, then theeslef Common Stock at the time
subject to each automatic option grant held by itidividual will immediately vest, and the optioraynbe exercised for any or all of those
vested shares until the earlier of (a) the exmiratif the twelve (12)-month period measured fromdhte of the optionee's cessation of Board
service or (b) the expiration date of the optiamte

- The shares of Common Stock at the time subjeeatt outstanding automatic option grant will imraggly vest in the event of a Corporate
Transaction or Change in Control (as those termslafined above). Upon the successful completian ludstile tender offer for securities
possessing more than fifty percent (50%) of thaltodmbined voting power of the Company's outstagdiecurities, each optionee will have
a thirty (30)-day period in which he or she maycete surrender each automatic option grant tabmpany in return for a cash distribution
in an amount per surrendered option share (whetheot the optionee is otherwise at the time vestale option shares) equal to the excess
of

(i) the highest price per share of Common Stock pathe tender offer over (ii) the exercise piagyable per option share.

- The remaining terms and conditions of the optidlhin general conform to the terms described abfor option grants made under the
Discretionary Option Grant Program.

GENERAL PLAN INFORMATION

The Plan Administrator may provide one or more bmddf non-statutory options or unvested shards tivé right to have the Company
withhold a portion of the shares of Common Stodleowise issuable upon the exercise of those optiotise vesting of those shares in order
to satisfy the Federal, state and local incomeeangloyment withholding taxes to which such indialumay become subject in connection
with the option exercise or the vesting of the shaAlternatively, the Plan Administrator may
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allow such individuals to deliver previously acarshares of Common Stock in payment of such witlihg tax liability.

In the event any change is made to the Common $$sakble under the 1993 Plan by reason of ank stiw@end, stock split,
recapitalization, combination of shares, excharfgghares or other change affecting the outstan@mgmon Stock as a class without the
Company's receipt of consideration, appropriatesidjents will be made to (i) the maximum number/@ndass of securities issuable under
the 1993 Plan, (ii) the maximum number and/or ctdsshares for which any one participant may betge stock options, separately
exercisable stock appreciation rights and diremtkstssuances in any fiscal year,

(iif) the number and/or class of securities for @thautomatic option grants will subsequently be enainlder the Automatic Option Grant
Program to each newly-elected or continuing nonieyge Board member, (iv) the number and/or claseofirities and price per share in
effect under each outstanding option,

(v) the maximum number and/or class of shares hgwthe share reserve may increase each calendapyesuant to the automatic share
increase provisions of the 1993 Plan and (vi) tlvalmer and/or class of securities and price petesinagffect under each outstanding option
incorporated into the 1993 Plan from the Predecd3sms.

Option grants under the 1993 Plan will not afféet tight of the Company to adjust, reclassify, gaoize or otherwise change its capital or
business structure or to merge, consolidate, disstitjuidate or sell or transfer all or any pdrite business or assets.

The Board may amend or modify the provisions of1883 Plan in any or all respects whatsoever, stibjeany stockholder approval
required under applicable law or regulation. TheuBlomay terminate the 1993 Plan at any time, aead 893 Plan will in all events terminate
no later than February 28, 2011 should the stoddrslapprove this Proposal Two; otherwise, theiteation date for the 1993 Plan will
remain June 30, 2003.

OUTSTANDING GRANTSAND ISSUANCES UNDER PREDECESSOR PLANS

All option grants and direct share issuances tleewutstanding under the Predecessor Plans @efitember 29, 1993 effective date of the
1993 Plan, have been incorporated into the 1993. Plawever, each option and direct share issuamascsrporated continues to be
governed solely by the terms of the documents ecidg that option or share issuance, and no pravisf the 1993 Plan will affect or
otherwise modify the rights or obligations of th@ders of those incorporated options or share rEsmwith respect to their acquisition of
shares of Common Stock. However, the Plan Admatistrwill have complete discretion to extend theting acceleration provisions of the
1993 Plan applicable to a Corporate Transactiddh@nge in Control to one or more of the incorpatatetions or unvested stock issuances
under the Predecessor Plans which do not otheowsis&gin such acceleration provisions.

FEDERAL TAX CONSEQUENCES

Options granted under the 1993 Plan may be eitlventive stock options which satisfy the requirets@f Section 422 of the Internal
Revenue Code or non-statutory options which arémended to meet such requirements. The Federairie tax treatment for the two types
of options differs as described below:

INCENTIVE STOCK OPTIONS. No taxable income is reoagd by the optionee at the time of the optiomgrand no taxable income is
generally recognized at the time the option is esed. The optionee will, however, recognize tazabtome in the year in which the
purchased shares are sold or otherwise made tfecsobdisposition.

For Federal tax purposes, dispositions are dividedtwo categories:
() qualifying and (ii) disqualifying. The optione®ll make a qualifying disposition of the purchdsshares if the sale or other disposition of
such shares is made more than two (2) years aftadtate the option for the shares
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involved in such sale or disposition was granted more than one (1) year after the date the optas exercised for those shares. If the sale
or disposition occurs before these two requiremargssatisfied, then a disqualifying dispositiofi vésult.

Upon a qualifying disposition, the optionee wiltognize long-term capital gain in an amount eqoighé excess of (i) the amount realized
upon the sale or other disposition of the purchabedes over (ii) the exercise price paid for therss. If there is a disqualifying dispositior
the shares, then the excess of (i) the fair markiete of those shares on the exercise date over

(i) the exercise price paid for the shares wilté&eable as ordinary income to the optionee. Arditazhal gain or loss recognized upon the
disposition will be recognized as a capital gaifoss by the optionee.

If the optionee makes a disqualifying dispositidnhe purchased shares, then the Company will ideghto an income tax deduction, for
taxable year in which such disposition occurs, etputhe excess of (i) the fair market value oftssbares on the option exercise date ove
the exercise price paid for the shares. In no dtigance will the Company be allowed a deductiith wespect to the optionee's dispositio
the purchased shares.

NON-STATUTORY OPTIONS. No taxable income is recognibgdan optionee upon the grant of a redatutory option. The optionee will
general recognize ordinary income, in the yearhictvthe option is exercised, equal to the excé#seofair market value of the purchased
shares on the exercise date over the exercisegaiddor the shares, and the optionee will be ireduo satisfy the tax withholding
requirements applicable to such income.

Special provisions of the Internal Revenue Coddyaiathe acquisition of unvested shares of Comi@totk under a non-statutory option.
These special provisions may be summarized asisilo

(a) If the shares acquired upon exercise of thestatutory option are subject to repurchase by tm@any, at the original exercise price [
share, upon the optionee's termination of serviime o vesting in shares, then the optionee will recognize any taxable income at time of
exercise but will have to report as ordinary incoamthe Company's repurchase right lapses, anrdgraqual to the excess of (i) the fair
market value of the shares on the date the Compagpyurchase right lapses with respect to thoseslwwer (i) the exercise price paid for
shares.

(b) The optionee may, however, elect under Se@8th) of the Internal Revenue Code to include d@ary income in the year of exercise
the nonstatutory option an amount equal to the exces# tfd fair market value of the purchased sharetherexercise date (determined ¢
the shares were not subject to the Company's reasecright) over (ii) the exercise price paid faclsshares. If the Section 83(b) election is
made, the optionee will not recognize any additiameome as and when the Company's repurchaselapbes.

The Company will be entitled to a business expeéeskiction equal to the amount of ordinary incontegaized by the optionee with respect
to the exercised non-statutory option. The dednatidl in general be allowed for the taxable yeathee Company in which such ordinary
income is recognized by the optionee.

STOCK APPRECIATION RIGHTS. An optionee who is greshia stock appreciation right will recognize ordinacome in the year of
exercise equal to the amount of the appreciatistridution. The Company will be entitled to a besia expense deduction equal to the
appreciation distribution for the taxable yearhs Company in which the ordinary income is recoggilay the optionee.

DIRECT STOCK ISSUANCE. The tax principles applicabd direct stock issuances under the 1993 Pldrbe/substantially the same as
those summarized above for the exercise of nontstgtoption grants.

DEDUCTIBILITY OF EXECUTIVE COMPENSATION. The Compagranticipates that any compensation deemed paitibgonnection
with disqualifying dispositions of incentive stoogtion shares or exercises of
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non-statutory options granted with exercise pragsal to the fair market value of the option shareshe grant date will qualify as
performance-based compensation for purposes ahkit®evenue Code Section 162(m) and will not Hauge taken into account for
purposes of the $1 million limitation per coveredividual on the deductibility of the compensatfmaid to certain executive officers of the
Company. Accordingly, all compensation deemed paild respect to those options will remain deduetiby the Company without limitation
under Internal Revenue Code Section 162(m).

ACCOUNTING TREATMENT

Under current accounting rules, option grants ackstssuances to employees and non-employee Boamtbers with exercise or issue prices
equal to the fair market value of the shares orgthat or issue date will not result in any direlearge to the Company's earnings. However,
the fair value of those options is required to lseldsed in the notes to the Company's financékstents, and the Company must also
disclose, in pro-forma statements to the Compdmasicial statements, the impact those options dbalve upon the Company's reported
earnings were the value of those options at the tifrgrant treated as compensation expense. lewat, the number of outstanding options
may be a factor in determining the Company's egmper share on a fully-diluted basis.

Option grants made to independent consultantsn@uhon-employee Board members) after Decembetd38 will result in a direct charge
to the Company's reported earnings based uporatheaiue of the option measured initially as af tirant date of that option and then
subsequently on the vesting date of each instaliwiethe underlying option shares. No charge waitlyever, be required for periods before
July 1, 2000. A similar charge applies when anaptiriginally granted to an employee continuesdstafter the employee changes status
from employee to independent consultant. In addjtamy option that is repriced after December $981will also trigger a direct charge to
the Company's reported earnings measured by thhe@afion in the value of the underlying sharesveen the grant date of the repriced
option (or, if later, July 1, 2000) and the date dption is exercised for those shares or terminatexercised.

Should one or more individuals be granted tandercksappreciation rights under the plan, then sigiits would result in a compensation
expense to be charged against the Company's rdpataings. Accordingly, at the end of each fisgadrter, the amount (if any) by which-
fair market value of the shares of Common Stockeslto such outstanding stock appreciation rigiats increased from the prior quarter-end
would be accrued as compensation expense, to thetesuch fair market value is in excess of thereggte exercise price in effect for those
rights.

NEW PLAN BENEFITS

As of March 31, 2001, no stock option grants oediistock issuances had been made under the 188 ®the basis of the automatic share
increase feature for which stockholder approvabigght under this Proposal Two.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors recommends that the stoddrslvote FOR the approval of the amendment ta938 Plan as described in this
Proposal Two. The affirmative vote of the holdefs anajority of the Common Stock present or repne=et at the Annual Meeting and

entitled to vote on this Proposal is required fopraval of this amendment. If the stockholders dbapprove the proposal, then the automatic
share increase feature which forms part of thip&sal will not be implemented, and the expiratiatecof the 1993 Plan will remain June 30,
2003. However, the 1993 Plan will continue to ramiaieffect until that time, and option grants aficbct stock issuances may continue to be
made pursuant to the provisions of the 1993 Pldihthe available reserve of Common Stock as lpptaved by the stockholders has been
issued or until its expiration on June 30, 2003.
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PROPOSAL THREE
RATIFICATION OF INDEPENDENT AUDITORS

The Board of Directors has appointed the firm of€E& Young LLP, independent auditors for the Compduring the fiscal year ended
December 31, 2000, to serve in the same capacithédfiscal year ending December 31, 2001, ardhking the stockholders to ratify this
appointment. The affirmative vote of a majoritytbé shares represented and voting at the Annualihdeis required to ratify the selection of
Ernst & Young LLP as the Company's independenttatsli

In the event the stockholders fail to ratify the@paimtment, the Board of Directors will reconsidirselection. Even if the selection is ratified,
the Board of Directors in its discretion may dirde appointment of a different independent augifirm at any time during the year if the
Board of Directors believes that such a change avbalin the best interests of the Company anddtkhkolders.

Representatives of Ernst & Young LLP are expeabeokt present at the Annual Meeting and will hawedpportunity to make a statement if
they desire to do so, and will be available to oeshto appropriate questions.

FEESBILLED TO THE COMPANY BY ERNST & YOUNG LLP DURING FISCAL YEAR 2000
AUDIT FEES:

Audit fees accrued and paid by the Company to Enébung LLP during the Company's 2000 fiscal y&arreview of the Company's
annual financial statements and those financi&stants included in the Company's quarterly repmrtEorm 10-Q totaled $387,000.

FINANCIAL INFORMATION SYSTEMSDESIGN AND IMPLEMENTATION FEES:

The Company did not engage Ernst & Young LLP tovjate advice to the Company regarding financial infation systems design and
implementation during fiscal year 2000.

ALL OTHER FEES:

Fees accrued and paid by the Company to Ernst &y &l P during the Company's 2000 fiscal year fbo#ller non-audit services rendered
to the Company, including tax related servicesl¢at&$326,000.

The Audit Committee did not consider whether thevigion of financial information systems design amglementation services and other
non-audit services is compatible with the principatountants' independence. In connection witméve standards of independence of the
Company's external auditors promulgated by the i&&=i1and Exchange Commission, during the Comga2Q01 fiscal year the Audit
Committee will consider in advance of the provisarany non-audit services by the Company's inddeenaccountants whether the
provision of such services is compatible with maiimihg the independence of the Company's exteudit@s.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors recommends that the stoddrslvote FOR the ratification of the selectioreafist & Young LLP to serve as the
Company's independent auditors for the fiscal paaling December 31, 2001.

OTHER MATTERS

The Company knows of no other matters that wilpbesented for consideration at the Annual Meetiingny other matters properly come
before the Annual Meeting, it is the intention loé persons named in the enclosed form of Proxypte the shares they represent as the Boart
of Directors recommends. Discretionary authorityhwispect to such other matters is granted bgstkeution of the enclosed Proxy.
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OWNERSHIP OF SECURITIES

The following table sets forth certain informatiomown to the Company with respect to the benefvahership of the Company's Common
Stock as of March 1, 2001 (unless otherwise statétte footnotes) by (i) all persons who are or witny be deemed beneficial owners of 1
percent (5%) or more of the Company's Common St@i¢leach director of the Company, (iii) the Nantexkecutive Officers (as defined
below) and (iv) all current directors and executifiicers as a group. Unless otherwise indicateel principal address of each of the
stockholders below is c/o Ultratech Stepper, 1B850 Zanker Road, San Jose, CA, 95134. Unlesswaiteeindicated, each of the security
holders has sole voting and investment power vegipect to the shares beneficially owned, subjecomomunity property laws, where
applicable.

SHARES OF COMMON STOCK  PERCENTAGE OF SHARES

NAME AND ADDRESS OF BENEFI Cl AL OANER BENEFI Cl ALLY OWNED BENEFI Cl ALLY OWNED( 1)
State of Wsconsin Investnent Board(2)................ 1, 867, 000 8. 3%

121 East W/ son Street

Madi son, W 53707
Wl | i ngt on Managenment Conpany, LLP(3)................. 1, 622,000 7.2%

75 State Street

Bost on, MA 02109

Arthur W Zafiropoulo(4)...... ... ... 1, 786, 108 7.9%
Daniel H Berry(5)..... ... i 336, 015 1.5%
Bruce Wight(6)...... ... 43, 896 *
Kenneth Levy(7) . ... 67, 800 *
Gegory Harrison(8).........0 i, 20, 000 *
Joel Gemunder (9) . ...t 25, 000 *
Thomas D. George(l10). .. ... 29, 000 *
Vincent F. Sollitto(1l)...... ..., 12, 000 *
Rick Timmns(12). . ... e 12, 000 *
Nicholas Konidaris(13)........ ... 12, 000 *
Al current directors and executive officers as a

group (10 persons) (14). ... .. 2,331, 819 10. 4%

* Less than one percent of the outstanding ComntookS

(1) Percentage of ownership is based on 22,48&l88s of Common Stock issued and outstanding anohMa 2001. This percentage also
takes into account the Common Stock to which sadividual or entity has the right to acquire beaiefiownership within sixty (60) days
after March 1, 2001, including, but not limited torough the exercise of options; however, such @omStock will not be deemed
outstanding for the purpose of computing the peegmowned by any other individual or entity. Saalculation is required by Rule 13d-3(1)
(i) under the Securities Exchange Act of 1934,raeraded.

(2) State of Wisconsin Investment Board share m#dion based on its Schedule 13G/A filed with tkeeBities and Exchange Commission
on February 9, 2001.

(3) Wellington Management Company, LLP informatlmased on its Schedule 13G filed with the Securdie$ Exchange Commission on
February 13, 2001.

(4) Includes 1,642,108 shares held in the namerthful W. Zafiropoulo, trustee of the Separate PriypErust, dated July 20, 1998, for the
benefit of Arthur W. Zafiropoulo. Includes 44,00@eses of the Company's Common Stock subject toptivhich are currently exercisable
or which will become exercisable within 60 day®aftlarch 1, 2001. Also includes 100,000 shares imelde name of the Zafiropoulo Farr
Foundation.
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(5) Includes 255,200 shares of the Company's Conftack subject to options which are currently etsatale or which will become
exercisable within 60 days after March 1, 2001.

(6) Includes 42,000 shares of the Company's Confatock subject to options which are currently exsatle or which will become
exercisable within 60 days after March 1, 2001.

(7) Includes 63,800 shares of the Company's Confatock subject to options which are currently exsatble or which will become
exercisable within 60 days after March 1, 2000.

(8) Includes 20,000 shares of the Company's Confatock subject to options which are currently exsbie or which will become
exercisable within 60 days after March 1, 2001.

(9) Includes 24,000 shares of the Company's Confatock subject to options which are currently exsatle or which will become
exercisable within 60 days after March 1, 2001.

(10) Includes 24,000 shares of the Company's Contack subject to options which are currently eisatzie or which will become
exercisable within 60 days after March 1, 2001.

(11) Consists of 12,000 shares of the Company'sr@amiStock subject to options which are currentigreisable or which will become
exercisable within 60 days after March 1, 2001.

(12) Consists of 12,000 shares of the Company'smiamStock subject to options which are currentlgreisable or which will become
exercisable within 60 days after March 1, 2001.

(13) Consists of 12,000 shares of the Company'smiamStock subject to options which are currentlgreisable or which will become
exercisable within 60 days after March 1, 2001.

(14) Includes 501,000 shares of the Company's Camfstock subject to options which are currently eisable or which will become
exercisable within 60 days after March 1, 2001.

19



EXECUTIVE COMPENSATION AND RELATED INFORMATION
EXECUTIVE COMPENSATION
SUMMARY COMPENSATION

The following table provides certain summary infation concerning the compensation earned by thep@ags Chief Executive Officer ai
each of the other most highly compensated execoffigers of the Company whose salary and bonusi®R000 fiscal year was in excess of
$100,000 (collectively, the "Named Executive Off&®, for services rendered in all capacities ® @ompany and its subsidiaries for the last
three (3) fiscal years. No executive officer whoulibotherwise have been included in such tabléherbasis of salary and bonus earned for
the 2000 fiscal year resigned or terminated empkmtrduring that fiscal year.

SUMMARY COMPENSATION TABLE

LONG TERM
COVPENSATI ON AWARDS
ANNUAL NUMBER OF
COMPENSATI ON( 2) RESTRI CTED  SECURI Tl ES
-------------------- STOCK UNDERLYI NG ALL OTHER

NAVE AND PRI NCI PAL POCSI TI ON YEAR SALARY( $) BONUS( $) AWARDS( $) OPTI ONS( #) COVPENSATI ON($) (3)
Arthur W Zafiropoulo(1)....... 2000 310, 000 0 0 -- 6, 000

Chai rman of the Board, 1999 310, 000 0 0 100, 000 0

Presi dent and Chi ef 1998 310, 000 0 0 -- 0

Executive Oficer
Daniel H Berry(l)............. 2000 249, 039 0 0 -- 2,000

Seni or Vice President, 1999 225, 000 0 0 50, 000 0

Strategi c Pl anni ng 1998 214, 327 0 0 100, 000 0
Bruce R Wight(1)............. 2000 245, 577 0 0 100, 000 2, 000

Seni or Vice President,

Fi nance, 1999 131, 250 25, 000 0 100, 000 0
Secretary and Chi ef Financial
Oficer

(1) Mr. Zafiropoulo has served as Chief Executivféo®r of the Company since April 1999 and as Rfest of the Company since February
2001. Mr. Zafiropoulo served as President of thenany until March 1996 and from May 1997 to Ap®I9B. Mr. Berry has served as Sel
Vice President, Strategic Planning of the CompamngesFebruary 2001. Mr. Berry served as PresideatGhief Operating Officer of the
Company from April 1999 to February 2001. Betweenel1998 and April 1999, Mr. Berry was the Chiee@ting Officer and Executive
Vice President of the Company. Between March 198BJune 1998, Mr. Berry served as Senior Vice Beesj Sales and Service of the
Company. Mr. Wright joined the Company in June 188%enior Vice President, Finance, Chief Finar@féiter and Secretary.

(2) Includes compensation deferred by the Named ke Officer under the Company's Section 401(&hRnd Section 125 Cafeteria
Benefit Plan.

(3) The Company provided a matching contributio$®/000 to each eligible employees' 401(k). The gamy paid $4,000 in term insurance
premiums for Mr. Zafiropoulo.

Normally represents for each Named Executive Offibe sum of the following two amounts: (i) theiwidual's allocable share of the pr+
sharing contribution made by the Company to thdi@ed01(k) Plan for the fiscal year and (ii) 50%¢te bonus earned for the fiscal year
under the Company's Executive Incentive Plan bhijestito deferred payout. The deferred portion &l
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distributed in four equal annual installments, thge with interest at the prime rate during theedefl period, provided the Named Executive
Officer continues in the Company's service. Howgmersuch amounts have been allocated to the N&xecutive Officers for fiscal years
1998 through 2000, as indicated below:

PROFI T- SHARI NG DEFERRED PORTI ON OF
CONTRI BUTI ON TO EXECUTI VE | NCENTI VE
NAMED EXECUTI VE OFFI CER SECTI ON 401(K) PLAN($) PLAN BONUS( $)
M. Zafiropoul o
2000. . .o 0 0
1999, . 0 0
1998, . 0 0
M. Berry
2000. . .o 0 0
1999, . 0 0
1998, . 0 0
M. Wi ght
2000. . .o 0 0
1999, . 0 0

STOCK OPTIONS

The following table provides information on theioptgrants made to the Named Executive Officerinduthe fiscal year ended December
31, 2000. No stock appreciation rights were grataettie Named Executive Officers during that fisgpedr.

OPTION GRANTSIN LAST FISCAL YEAR

| NDI VI DUAL GRANTS POTENTI AL REALI ZABLE
----------------- VALUE AT ASSUMED
NUMBER OF ANNUAL RATES OF
SECURI TI ES % OF TOTAL STOCK PRI CE
UNDERLYI NG OPTI ONS APPREC! ATI ON FOR
OPTI ONS GRANTED TO EXERCI SE OPTI ON TERM 3)
GRANTED EMPLOYEES PRI CE EXPI RATI ON === mmmmmmmmmmmmo o e
NAVE (# (1) IN FI SCAL YEAR ($/ SH) (2) DATE 5% $) 109% $)
Bruce R- Wight.............. 100, 000 6. 6% 11. 875 4/ 17/ 10 746, 807 1, 892, 506

(1) The grant to Mr. Wright was made on April 180P. The option has a maximum term of ten (10) yeaeasured from such grant date,
subject to earlier termination upon his cessatioseovice with the Company. The option will vestidrecome exercisable for the option
shares as follows:

(i) twenty-four percent (24%) of the option shang®n his completion of twelve (12) months of seeuigeasured from the grant date, and (i)
the remaining shares in a series of thirty-eigB) &iccessive equal monthly installments upon tiispietion of each additional month of
service thereafter. The shares subject to thi®optill immediately vest in full in the event the@pany is acquired by a merger or asset
unless the option is assumed by the acquiringyeotiteplaced with a cash escrow account that presehe spread on the unvested option
shares and provides for subsequent payout of pnaad in accordance with the foregoing vesting daleein effect for the option.

(2) The exercise price may be paid in cash, ineshaf the Company's Common Stock valued at faiketafalue on the exercise date or
through a cashless exercise procedure involvirapreesday sale of the purchased shares. The Compaylso finance the option exercise
by loaning the optionee
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sufficient funds to pay the exercise price for pliechased shares, together with any federal ate withholdings taxes to which the optionee
may become subject in connection with such exercise

(3) There can be no assurance provided to therophtitder or any other holder of the Company's seesithat the actual stock price
appreciation over the ten (10)-year option term el at the assumed 5% and 10% annual rates ofmamded stock price appreciation or at
any other defined level. Unless the market prickhefCommon Stock appreciates over the option temvalue will be realized from the
option grants made to the executive officers.

OPTION EXERCISES AND HOLDINGS

The following table sets forth certain informatiooncerning option exercises and holdings for thedfiyear ended December 31, 2000 with
respect to each of the Named Executive Officersstdok appreciation rights were exercised by themétExecutive Officers during such
fiscal year, and no stock appreciation rights welel by them at the end of such fiscal year.

AGGREGATE OPTION EXERCISESIN LAST FISCAL YEAR AND FISCAL YEAR-END OPTION VALUES

NUVBER OF SECURI TI ES VALUE OF UNEXERCI SED
UNDERLY! NG UNEXERC! SED I N- THE- MONEY OPTI ONS AT
SHARES OPTI ONS AT FI SCAL YEAR END(#) FI SCAL YEAR- END( $) (2)
ACQUI RED ON VALUE ~ smmmmmmmmmmmm e meeeomaon e eeaaoa-
NAMVE EXERCI SE(#)  REALIZED($) (1)  EXERCI SABLE UNEXERCI SABLE ~ EXERC| SABLE UNEXERCI SABLE
Arthur W Zafiropoulo...... 0 .- 40, 000 60, 000 $ 500, 000 $ 750, 000
Daniel H Berry............ 0 .- 246, 200 83, 000 3,991, 915 785, 625
Bruce R Wight............ 0 -- 36, 000 64, 000 459, 000 2,216, 000

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

(2) Equal to the fair market value of the secusitimderlying the option at fiscal year-end ($25.8@bshare), less the exercise price payable
for those securities.

EMPLOYMENT CONTRACTS, TERMINATION OF EMPLOYMENT AGREEMENTSAND CHANGE OF CONTROL

Other than Mr. Bruce Wright, none of the Compaexscutive officers have employment agreements tighCompany, and their
employment may be terminated at any time at therelimn of the Board of Directors. Mr. Wright's agment, provides, among other things,
that he was to receive an option to purchase 10Gs88res of Common Stock upon his commencememhplogyment with the Company and
that he would be eligible for an additional optigmant to purchase 50,000 shares upon his completione year of employment. In addition,
should Mr. Wright's employment be terminated dutingfirst year of employment with the Company e will be entitled to a severance
package including 6-months of salary continuatiagirpents and one year accelerated vesting of hitamding stock options.

The Compensation Committee of the Board of Directas the authority as Plan Administrator of thenBGany's 1993 Plan to provide for
accelerated vesting of any shares of Common Stdlgjest to outstanding options held by the Chiefdtiwe Officer and the Company's
other executive officers and any unvested sharemlacheld by those individuals under the 1993 Pla the event their employment were to
be terminated (whether involuntarily or throughoecgd resignation) following (i) an acquisitiontbE Company by merger or asset sale o

a change in control of the Company effected thraaighiccessful tender offer for more than 50% ofGbhmpany's outstanding Common
Stock or through a change in the majority of theuBloas a result of one or more contested elect@wrBoard membership.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board of Direcisresponsible for establishing the base saladyirrcentive cash bonus programs tc

in effect for the Company's executive officers anddhinistering certain other compensation programstich individuals, subject to review
by the full Board. The Compensation Committee &la® the exclusive responsibility for the administraof the Company's 1993 Plan under
which grants may be made to executive officersathdr key employees.

COMPENSATION PHILOSOPHY

The fundamental policy of the Compensation Commiiseto provide the Company's executive officers ater key employees with
competitive compensation opportunities based upein tontribution to the financial success of ttmrpany and their personal performance.
It is the Compensation Committee's objective toehagubstantial portion of each officer's compéasatontingent upon the Company's
performance as well as upon the officer's persiaval of performance. Accordingly, the compensapackage for each executive officer and
key employee is comprised of three elements:

(i) base salary which reflects individual performarand is designed primarily to be competitive wgighary levels in effect at a select group of
companies with which the Company competes for ekextalent, (i) annual variable performance aveapdyable in cash and tied to the
Company's achievement of financial performance stolges, and (iii) long-term stock-based incentiwarals which strengthen the mutuality
of interests between the executive officers andCtbepany's stockholders. As an executive offidews| of responsibility increases, it is the
intent of the Compensation Committee to have atgrgmrtion of the executive officer's total comsation be dependent upon Company
performance and stock price appreciation rather bzse salary.

In carrying out these objectives, the Compensafiommittee takes the following factors into considien:

- The estimated level of compensation paid to etveewfficers in similar positions by other compesiwithin and outside the Company's
industry which compete with the Company for exeafersonnel.

- The individual performance of each executiveadj together with his job knowledge and skillandastrated teamwork and adherence to
the Company's core values.

- The individual's level of responsibility and aotity relative to other positions within the Compan

- The Company's performance relative to compet#oid business conditions and the progress of tinegp@oy in meeting financial goals and
objectives.

SPECIFIC FACTORS

The primary factors which the Compensation Committensidered in establishing the components of erebutive officer's compensation
package for the 2000 fiscal year are summarizealhbelhe Compensation Committee may, however, idigisretion apply different factors,
particularly different measures of financial penfiance, in setting executive compensation for futiscal years.

* BASE SALARY. The base salary levels for the ex@aiofficers was established for the 2000 fisadiyon the basis of the following
factors:

personal performance, the estimated salary lemedéféct for similar positions at a select grouggofmpanies within and outside the
Company's industry with which the Company compé&iegxecutive talent, and internal comparabilitpsiderations. The Compensation
Committee also relied upon specific compensationeyts for comparative compensation purposes. Thepeasation Committee made its
decisions as to the appropriate market level oé Isaary for each executive officer on the basissainderstanding of the salary levels in
effect for similar positions at those
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companies with which the Company competes for eikextalent. Base salaries will be reviewed on amual basis, and adjustments will be
made in accordance with the factors indicated above

* PROFIT SHARING PLAN. The Company annually distribs a profit sharing bonus to all eligible empleyether than executive officers
and senior management, based on the level of thep&ay's operating earnings for the fiscal yearoimgarison to the targeted levels
established by the Compensation Committee at #reaitthe year. One-half of the distribution iscpas a current cash bonus, and the
remainder is contributed on the individual's bebalfis or her profit-sharing account under the @any's Section 401(k) Plan for subsequent
distribution following his or her termination of @hyment. Accordingly, the bonuses under the psifiaring plan are tied solely to the
Company's success in achieving the targeted l@¥elperating earnings. Because the targeted léoethe 2000 fiscal year were not attain
eligible employees did not receive a profit shaulggribution for such year.

* EXECUTIVE OFFICER AND SENIOR MANAGEMENT INCENTIVEPLAN. The Company annually distributes a profishg bonus to
all eligible executive officers and senior managem@ne-half of the bonus is based on the individwsatisfaction of specific performance
goals and is paid at the end of the fiscal yeae. fBmainder is based on the level of the Compamgsating earnings for the fiscal year in
comparison to the targeted levels established &y¥ttmpensation Committee at the start of the yewt,is paid in installments--one-half at
the end of such fiscal year and the balance ofeurayear period.

It is the Compensation Committee's estimate (orb#ss of calendar year 2001 surveys of calendar 3@00 executive compensation) that
the total cash compensation earned by the Compergtutive officers for the 2000 fiscal year ranfredn the 24th percentile to the 95th
percentile of the total cash compensation earndatidgxecutive officers in comparable positionghatprincipal companies with which the
Company competes for executive talent.

* EQUITY INCENTIVES. Equity incentives are providguimarily through stock option grants under th@3 ®lan. The grants are designed
to align the interests of each executive officathvifhiose of the stockholders and provide each iddal with a significant incentive to mana
the Company from the perspective of an owner witle@uity stake in the business. Each grant alltvsridividual to acquire shares of the
Company's common stock at a fixed price per sttheerfiarket price on the grant date) over a specgfariod of time (up to 10 years). The
shares subject to each option generally vest talingents over a fifty-month period, contingent aghe executive officer's continued
employment with the Company. Accordingly, the optwill provide a return to the executive officerpif the executive officer remains
employed by the Company during the applicable mggperiod, and then only if the market price of timelerlying shares appreciates over the
option term.

The number of shares subject to each option grdnbevset at a level intended to create a meaninggportunity for stock ownership based
on the officer's current position with the Compatig base salary associated with that positionsitteeof comparable awards made to
individuals in similar positions within the indugtithe individual's potential for increased respbitisy and promotion over the option term,
and the individual's personal performance in repenibds. The Compensation Committee will also fake account the executive officer's
existing holdings of the Company's common stocktaechumber of vested and unvested options hetdtyindividual in order to maintain
an appropriate level of equity incentive. Howetbg Compensation Committee does not intend to adioesiny specific guidelines as to the
relative option holdings of the Company's executiffeers.

CEO COMPENSATION

In setting the compensation payable to the Compa®lyief Executive Officer, Mr. Arthur W. Zafiropaylfor the 2000 fiscal year, the
Compensation Committee sought to be competitivh thié peer group companies, while at the sametiiimg a significant percentage of his
compensation to Company performance. It is the Citima's intent to provide Mr. Zafiropoulo with asé# of stability and certainty
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each year with respect to base salary and notue thés particular component of compensation aéfétb any significant degree by Company
performance factors. For the 2000 fiscal year, Zéfiropoulo’'s base salary was maintained at theedawrel in effect for the prior fiscal year.
In addition, because the Company did not achiegefierating earnings targets for the 2000 fiscat,yr. Zafiropoulo did not receive any
profit-sharing or other incentive awards for suetary

For the 2000 fiscal year, the Compensation Commlitdieves (on the basis of 2001 surveys of 20@@uwive compensation) that the total
cash compensation earned by Mr. Zafiropoulo wascqipately at the 24th percentile of the total ceasmpensation earned by chief
executive officers at the principal companies withich the Company competes for executive talent.

COMPLIANCE WITH INTERNAL REVENUE CODE SECTION 162(m)

Section 162(m) of the Internal Revenue Code gelyadaallows a tax deduction to publicly held comfges for compensation exceeding $1
million paid to certain of the corporation's exéeetofficers. The limitation applies only to comgation which is not considered to be
performance-based. The non-performance based caatpemto be paid to the Company's executive affiéer the 2000 fiscal year did not
exceed the $1 million limit per officer, nor iseikpected that the non-performance based compendati® paid to the Company's executive
officers for fiscal 2001 will exceed that limit. & Company's 1993 Plan is structured so that anyeaosation deemed paid to an executive
officer in connection with the exercise of optiorgts made under that plan will qualify as perfonoebased compensation and will
therefore not be subject to the $1 million limiteti Because it is very unlikely that the cash camspéon payable to any of the Company's
executive officers in the foreseeable future wilpeoach the $1 million limit, the Compensation Coittee has decided at this time not to take
any other action to limit or restructure the eletsarf cash compensation payable to the Compangtugixe officers. The Compensation
Committee will reconsider this decision should itidividual compensation of any executive officeeeapproach the $1 million level.

The Compensation Committee believes that the eixecobmpensation policies and programs in effecttie Company's executive officers
provide an appropriate level of total remuneratigrich properly aligns the Company's performancetaednterests of the Company's
stockholders with competitive and equitable exegutiompensation in a balanced and reasonable mdanbboth the short and long-term.

Joel F. Genunder Gregory Harrison
Menber, Conpensation Conmittee Chai rman and Menber, Conpensation Conmittee

Ni chol as Koni dari s
Menber, Conpensation Conmittee

COMPENSATION COMMITTEE INTERLOCKSAND INSIDER PARTICIPATION

Messrs. Harrison, Gemunder and Konidaris serveambrs of the Company's Compensation Committeen&aber of the Compensation
Committee is a former or current officer or empleyd the Company or any of its subsidiaries. Nocakee officer of the Company serves as
a member of the board of directors or compensationmittee of any entity which has one or more itecutive officers serving as a
member of the Company's Board of Directors or Camspgon Committee.
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STOCK PERFORMANCE GRAPH

The graph depicted below reflects a comparisoh@ftumulative total return (change in stock prikes peinvestment of dividends) of the
Company's Common Stock assuming $100 invested Bea#mber 31, 1995 with the cumulative total redushthe Nasdaq Stock Market
Index and the JP Morgan Hambrecht & Quist Semicotmtundex.

COMPARISON OF CUMULATIVE TOTAL RETURNS(1)(2)(3)

EDGAR REPRESENTATION OF DATA POINTSUSED IN PRINTED GRAPHIC

ULTRATECH THE NASDAQ STOCK JP MORGAN H&Q

Stepper, Inc. Market Index (US) Semi conductor |ndex
Dec. 31, 1995 100. 000 100. 000 100. 000
Mar. 31, 1996 68. 447 104. 683 94. 443
Jun. 30, 1996 72.816 113. 208 90. 515
Sept. 30, 1996 73.301 117. 256 102. 753
Dec. 31, 1996 92.233 123. 036 129. 511
Mar. 31, 1997 85.922 116. 356 145. 556
Jun. 30, 1997 88. 835 137.679 164. 150
Sept. 30, 1997 132. 039 160. 962 205. 194
Dec. 31, 1997 77.184 150. 693 136. 586
Mar. 31, 1998 79. 126 176. 360 156. 603
Jun. 30, 1998 76.699 181. 227 134. 547
Sept. 30, 1998 58.981 163. 533 117. 303
Dec. 31, 1998 62. 136 212.509 191. 724
Mar. 31, 1999 54. 854 238.327 217. 475
Jun. 30, 1999 58. 495 260.713 285. 205
Sept. 30, 1999 49.515 267.204 320. 028
Dec. 31, 1999 62. 621 394.921 478. 467
Mar. 31, 2000 55. 340 443. 225 750. 110
Jun. 30, 2000 57.767 385. 350 734.257
Sept. 30, 2000 62.379 354.572 594.524
Dec. 31, 2000 100. 485 237.618 399. 136

(1) The graph covers the period from December 99510 December 31, 2000.
(2) No cash dividends have been declared on thep@oy’s Common Stock.
(3) Stockholder returns over the indicated periooludd not be considered indicative of future sta#lbr returns.

NOTWITHSTANDING ANYTHING TO THE CONTRARY SET FORTHN ANY OF THE COMPANY'S PREVIOUS FILINGS UNDEI
THE SECURITIES ACT OF 1933, AS AMENDED, OR THE SERITIES EXCHANGE ACT OF 1934, AS AMENDED, WHICH MIGH
INCORPORATE FUTURE FILINGS MADE BY THE COMPANY UNDE THOSE STATUTES, NEITHER THE PRECEDING
COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSFON NOR THE STOCK PRICE PERFORMANCE GRAPH
WILL BE INCORPORATED BY REFERENCE INTO ANY OF THOSERIOR FILINGS, NOR WILL SUCH REPORT OR GRAPH BE
INCORPORATED BY REFERENCE INTO ANY FUTURE FILINGS ADE BY THE COMPANY UNDER THOSE STATUTES.
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CERTAIN TRANSACTIONS

The Company's Amended and Restated Certificateanfrporation and Bylaws provide for indemnificatiofnall directors and officers. In
addition, each director and officer of the Comphag entered into a separate indemnification agreewith the Company.

The Company has entered into various service ocoistrgith KLA-Tencor Corporation, a company of whieh. Levy serves as Chairman of
the Board and as a member of the Board of Direc&iree the beginning of fiscal year 2000, the Canyphas paid KLA-Tencor
approximately $60,000. The Company believes thatdéhms of the contracts with KLA-Tencor are nels/orable to the Company than
could be obtained from an unaffiliated third party.

The Board of Directors has adopted a policy thanaterial transactions with affiliates will be terms no less favorable to the Company
those available from unaffiliated third parties avitl be approved by a majority of the disinteresteembers of the Board of Directors.

AUDIT COMMITTEE REPORT

THE INFORMATION CONTAINED IN THIS REPORT SHALL NOBE DEEMED TO BE "SOLICITING MATERIAL" OR TO BE
"FILED" WITH THE SECURITIES AND EXCHANGE COMMISSIONNOR SHALL SUCH INFORMATION BE INCORPORATED BY
REFERENCE INTO ANY FUTURE FILINGS WITH THE SECURIESE AND EXCHANGE COMMISSION, OR SUBJECT TO THE
LIABILITIES OF SECTION 18 OF THE SECURITIES EXCHANGACT OF 1934, AS AMENDED, EXCEPT TO THE EXTENT THA
THE COMPANY SPECIFICALLY INCORPORATES IT BY REFEREDE INTO A DOCUMENT FILED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, OR SECURITIES EXCHANGE ACIF 1934, AS AMENDED.

The following is the report of the Audit Committedth respect to the Company's audited financiakst&nts for the fiscal year ended
December 31, 2000, included in the Company's AnReglort on Form 10-K for that year.

The Audit Committee has reviewed and discussecethadited financial statements with managemerieotompany.

The Audit Committee has discussed with the Compaingdependent auditors, Ernst & Young LLP, the arattequired to be discussed by
SAS 61 (Codification of Statements on Auditing Stamls, AU Section 380), as amended, which inclugie®ng other items, matters related
to the conduct of the audit of the Company's fi@ratatements.

The Audit Committee has received the written disates and the letter from Ernst & Young LLP reqdiiby Independence Standards Board
Standard No. 1 ("Independence Discussions with 0dmmittees”), as amended, and has discussedewidt & Young LLP the
independence of Ernst & Young LLP from the Company.

Based on the review and discussions referred teeaimothis report, the Audit Committee recommentiethe Company's Board of Directors
that the audited financial statements be includettié Company's Annual Report on Form 10-K forytear ended December 31, 2000 for
filing with the Securities and Exchange Commission.

Submitted by the Audit Committee of the Board ofdators
Kenneth Levy Vincent Sollitto Rick Timmins

27



COMPLIANCE WITH SECTION 16(a) OF THE SECURITIESEXCHANGE ACT OF 1934

Section 16(a) of the Securities Exchange Act ofAl@Rjuires the Company's directors, executive @ffi@and any persons who are the
beneficial owners of more than ten percent (10%hefCompany's common stock to file reports of awiig 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 copies of sueimforeceived by it and written representations freporting persons for the 2000 fiscal y
the Company believes that all of the Company's @tke officers, directors and greater than ten @er¢10%) beneficial stockholders
complied with all applicable Section 16(a) filingguirements for the 2000 fiscal year.

ANNUAL REPORT

A copy of the Annual Report of the Company for tiseal year ended December 31, 2000 has been nwleclirrently with this Proxy
Statement to all stockholders entitled to noticarmd to vote at the Annual Meeting. Except for "€ixese Officers of the Registrant” from
Part | of the Company's Annual Report on Form 1fdikthe fiscal year ended December 31, 2000, theuAhReport is not incorporated into
this Proxy Statement and is not considered prolgitagion material.

The Board of Directors of Ultratech Stepper, Inc.
Dated: April 25, 2001
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APPENDIX A
AUDIT COMMITTEE CHARTER

I. PURPOSE

The primary function of the Audit Committee is tes&st the Board of Directors in fulfilling its ov@ght responsibilities by reviewing: the
financial reports and other financial informatiatoyided by the Corporation to any governmental bodihe public; the Corporation's
systems of internal controls; and the Corporatianiting, accounting and financial reporting pssas generally. The Audit Committee's
primary duties and responsibilities are to:

A. Serve as an independent and objective partyaitor the Corporation's financial reporting prazasd internal control system;
B. Review and appraise the audit efforts of thepBmtion's independent accountants and internaliagdiepartment; and

C. Provide an open avenue of communication amoadnependent accountants, financial and senioagement, the internal auditing
department, and the Board of Directors.

The Audit Committee will primarily fulfill these sponsibilities by carrying out the activities enuated in Section IV of this Charter.
II. COMPOSITION
The Audit Committee shall be comprised of threenore independent directors.

All members of the Committee shall have a workiagiliarity with basic finance and accounting prees, and at least one member of the
Committee shall have accounting or related findmo@nagement expertise.

Ill. MEETINGS

The Committee shall meet on a regular basis antilebld special meetings as circumstances regaisepart of its job to foster open
communication, the Committee should meet at leastally with management, the director of the in&auditing department and the
independent accountants in separate executiveogedsi discuss any matters that the Committeeair ebthese groups believe should be
discussed privately. In addition, the Committe@tdeast its Chair should meet with the independenbuntants and management quarter
review the Corporation's financials.

V. RESPONSIBILITIES AND DUTIES

To fulfill its responsibilities and duties the Atdiommittee shall:
DOCUMENTS/REPORTS REVIEW

A. Review and update this Charter at least annually

B. Review the organization's annual financial stegets and any reports or other financial informragabmitted to any governmental body
the public, including any certification, report,iojon, or review rendered by the independent actznis.

C. Review the regular internal financial reportsgared by and any internal auditing departmentaaigagement's response.
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INDEPENDENT ACCOUNTANTS

D. Recommend to the Board of Directors the selaatitthe independent accountants and approve #sedied other compensation to be paid
to the independent accountants. On an annual asi§ommittee shall obtain a formal written stagetfrom the accountants delineating all
relationships between the accountants and the Catipo consistent with Independence Standards B8tmddard 1, and shall review and
discuss with the accountants all significant relahips the accountants have with the Corporatiatetermine the accountants' independe

E. Review the performance of the independent adeotmand approve any proposed discharge of tlepardient accountants when
circumstances warrant.

F. Periodically consult with the independent acc¢ants out of the presence of management abouhaiteontrols and the completeness and
accuracy of the organization's financial statements

FINANCIAL REPORTING PROCESSES

G. In consultation with the independent accountantsthe internal auditors, review the integritythe# organization's financial reporting
processes, both internal and external.

H. Consider the independent accountants' judgnadrgst the quality and appropriateness of the Catjmr's accounting principles as app
in its financial reporting.

I. Consider and approve, if appropriate, major ¢fesrto the Corporation's auditing and accountingcjples and practices as suggested b
independent accountants, management, or the iheandding department.

PROCESS IMPROVEMENT

J. Establish regular and separate systems of iegdd the Audit Committee by management, the ietelent accountants and the internal
auditors regarding any significant judgments madeanagement's preparation of the financial stat¢srend the view of each as to
appropriateness of such judgments.

K. Following completion of the annual audit, revieeparately with management, the independent ataaisrand the internal auditing
department any significant difficulties encountedenling the course of the audit, including anyniesbns on the scope of work or access to
required information.

L. Review any significant disagreement among mamege: and the independent accountants or the intenditing department in connection
with the preparation of the financial statements.

M. Review with the independent accountants, theridl auditing department and management the etdemtich changes or improvements
in financial or accounting practices, as approwethie Audit Committee, have been implemented. (Ténsew should be conducted at an
appropriate time subsequent to implementation ahgks or improvements, as decided by the Comnjittee.

N. Perform any other activities consistent withst@harter, the Corporation's -laws and governing law, as the Committee or tharBo
deems necessary or appropriate.
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ULTRATECH STEPPER, INC.
PROXY
ANNUAL MEETING OF STOCKHOLDERS
JUNE 7, 2001

THISPROXY ISSOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned, hereby appoints Arthur W. Zafitdp@and Bruce Wright and each of them as Proxighefindersigned, with full power of
substitution, and hereby authorizes them to reptem®d to vote, as designated below, all of theeshaf Common Stock of Ultratech Stepy
Inc., a Delaware corporation (the "Company"), tefldecord by the undersigned on April 13, 2001hat Annual Meeting of Stockholders of
Ultratech Stepper, Inc. to be held on June 7, 28010:00 a.m., local time, at the Fairmont Hat&) South Market Street, San Jose,
California, 95113, or at any adjournment or posgroant thereof with the same force and effect asitidersigned might or could do if
personally present thereat. The shares represbntiis Proxy shall be voted in the manner sehfort the reverse side.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPAASNOS. 1, 2 AND 3. THIS PROXY, WHEN PROPERLY
EXECUTED, WILL BE VOTED IN THE MANNER DIRECTED HEREN BY THE UNDERSIGNED STOCKHOLDER(S). IF NO
SPECIFICATION IS MADE, THIS PROXY WILL BE VOTED FORROPOSAL NOS. 1, 2 AND 3.

1. To elect four directors to serve for the ensuwg years until the expiration of their terms 03, or until their successors are duly elected
and qualified.

NOMINEES (01) TOMMY GEORGE, (02) GREGORY HARRISON,
(03) KENNETH LEVY, (04) VINCENT SOLLITTO
For ALL Withheld from Nominees / / ALL Nominees / /

To withhold authority to vote for any individual minee(s), write the name(s) of the nominee(s) foictv authority to vote is withheld in the
space(s) below.

2. To approve an amendment to the Company's 198% Sption/Stock Issuance Plan (the "1993 Plan'ictwkvould (I) implement an
automatic share increase feature pursuant to wh&khare reserve under the 1993 Plan would auiatipincrease on the first trading day
in January of each calendar year, beginning wigh2h02 calendar year and continuing through caleystar 2006, by an amount equal to 1
percent (4%) of the total number of shares of Com®twck outstanding on the last trading day in Demer of the immediately preceding
calendar year, but in no event would any such drinaeease exceed 1,700,000 shares, subject @inedjustments, and (Il) extend the term
of the 1993 Plan from June 30, 2003 to February20g&].

FOR AGAI NST ABSTAI N
/1 /1 /1

(continued, and to be signed, on the other side)



3. To ratify the appointment of Ernst & Young LLB iadependent auditors of the Company for the ffigear ending December 31, 2001.

FOR AGAINST ABSTAIN
1t

4. In the discretion of the Proxies, to transachsother business as may properly come before geting or any adjournment or
postponement thereof, including the election of dingctor if any of the above nominees is unablsetwe or for good cause will not serve.

The Board of Directors recommends a vote FOR eétieadirectors listed above and a vote FOR thergphoposals. This Proxy, when
properly executed, will be voted as specified abdlS PROXY WILL BE VOTED FOR THE ELECTION OF THBIRECTORS LISTEL
ABOVE AND FOR THE OTHER PROPOSALS IF NO SPECIFICAN IS MADE.

Please sign exactly as your name(s) is (are) slomnthe share certificate to which the Proxy apphghen shares are held by joint tenants,
both should sign. When signing as an attorney, weecadministrator, trustee or guardian, please @ill title as such. If a corporation, ple
sign in full corporate name by President or othegharized officer. If a partnership, please sigpamtnership name by authorized person.

PLEASE SIGN, DATE AND RETURN THISPROXY PROMPTLY USING THE ENCLOSED ENVEL OPE.

DATED: , 2001
Signature

(Additional signature if held jointly)

End of Filing

Pewerad By lilﬁ(i;\[_{mm
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