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ITEM 7. FINANCIAL STATEMENTS AND EXHIBITS.
(a) Financial Statements of Business Acquired

Included with this report on Form 8-K/A as ExhiBf.2 is the consolidated balance sheet of AeranJaipsited, a Japanese corporation and
its wholly owned subsidiaries, at June 30, 2004, the related consolidated statements of operatgtoskholders' equity and cash flows of
Aera for the twelve-month period ended June 3012pfepared in accordance with United States géyerecepted accounting principles,
and the related report of independent auditors.

Also included with this report on Form 8-K/A as b 99.3 is an unaudited consolidated condensézhba sheet of Aera and its wholly
owned subsidiaries at December 31, 2001 and 20@0he related consolidated condensed statemenfzeohtions and cash flows of Aera
for the six-month periods then ended, also prep@ragcordance with United States generally accegbeounting principles.

(b) Pro Forma Financial Information

The unaudited pro forma combined condensed bakimeet and statement of operations included as EX8il are presented for illustrative
purposes only and are not necessarily indicativbk®@tombined financial position or results of @tiens for future periods or the results that
actually would have been realized had Advanceddnidustries, Inc. and its consolidated subsidaend Aera been a combined company
as of December 31, 2001 and during the specifieidg® The pro forma statements, including the sititereto, are qualified in their entirety
by reference to, and should be read together tithhistorical consolidated financial statementéd¥anced Energy included in Advanced
Energy's Form 16 for the year ended December 31, 2001, and togetitle the historical consolidated financial stataits of Aera, include
elsewhere in this Form 8-K/A.

The following pro forma statements give effecthie aicquisition of Aera using the purchase methatobunting. The purchase price (cash
paid and liabilities assumed) was allocated baped the estimated fair value of assets acquired.praliminary purchase price allocation is
based on Advanced Energy's estimates of fair value s subject to change based upon final detatioimand appraisal of fair values.
Accordingly, the accompanying pro forma financiatesments do not reflect the actual liabilitiesumssd and goodwill or other intangible
assets that will result from the transaction.

The unaudited pro forma combined condensed baksimeet assumes that the business combination taok ph December 31, 2001, and
combined Aera's unaudited condensed consolidataddmsheet as of December 31, 2001 with Advanoeddy's audited condensed
consolidated balance sheet as of December 31, Z0@lunaudited pro forma combined condensed stateofi@perations assumes the
business combination took place as of January@1,26nd combined Aera's unaudited condensed cdasadi statement of operations for the
twelve-month period ended December 31, 2001 \



Advanced Energy's audited condensed consolidasgehsént of operations for the twelve-month periodeel December 31, 2001.

(c) Exhibits

Exhibit No.  Description

2.1 Stock Purchase Agreement (incorpo rated by
reference to Advanced Energy's Re gistration
Statement on Form S-3, as amended , File No.
333-72748)

2.2 Amendment No. 1 to Stock Purchase Agreement
(incorporated by reference to Adv anced
Energy's Current Report on Form 8 -K, filed
February 1, 2002)

2.3 Forms of Minority Stock Purchase Agreements
(incorporated by reference to Adv anced
Energy's Current Report on Form 8 -K, filed
February 1, 2002)

23.1 Consent of Deloitte Touche Tohmat su, independent
auditors

99.1 Press release issued by Advanced Energy dated
January 22, 2002 (incorporated by reference
to Advanced Energy's Current Repo rt on Form
8-K, filed February 1, 2002)

99.2 Consolidated financial statements of Aera
Japan Limited at June 30, 2001

99.3 Unaudited condensed consolidated financial
statements of Aera Japan Limited at

99.4

December 21, 2001 and 2000

Pro Forma financial information



SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

Date: April 2, 2002 Advanced Energy Industries, Inc.

By: /sl Mchael El-HIIlow

Name: M chael El-HIlow

Title: Senior Vice President and Chi ef
Fi nancial O ficer (Principal
Fi nancial Oficer & Principal
Accounting O ficer)
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EXHIBIT 23.1

INDEPENDENT AUDITORS' CONSENT

WE CONSENT TO THE INCORPORATION BY REFERENCE IN REB3RATION STATEMENT NO.'S 333-37378 AND 333-47114#0
ADVANCED ENERGY INDUSTRIES, INC. ON FORMS S-3 ANDBEGISTRATION STATEMENT NO.'S 333-01616, 333-0407333
46705, 333-57233,

333-65413, 333-79425, 333-79429, 333-62760, 333ABRND 333-69150 OF ADVANCED

ENERGY INDUSTRIES, INC. ON FORMS S-8 OF OUR REPORRTED AUGUST 24, 2001, EXCEPT FOR NOTES 9 AND & TO
WHICH THE DATE IS MARCH 1, 2002, ON OUR AUDIT OF THCONSOLIDATED FINANCIAL STATEMENTS OF AERA JAPAN
LIMITED AND SUBSIDIARIES AS OF JUNE 30, 2001, ANDOR THE YEAR THEN ENDED APPEARING IN THIS CURRENT
REPORT ON FORM 8-K/A OF ADVANCED ENERGY INDUSTRIES\C. UNDER THE SECURITIES EXCHANGE ACT OF 1934
DATED JANUARY 18, 2002.

DELOITTE TOUCHE TOHMATSU

TOKYO, JAPAN
APRIL 2, 2002



EXHIBIT 99.2

AERA JAPAN LIMITED
AND SUBSIDIARIES

Consolidated Financial Statements for
the Year Ended June 30, 2001, and
Independent Auditors' Repc



INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Shareholders of Alagan Limited
(Nihon Aera Kabushiki Kaisha):

We have audited the accompanying consolidated balsineet of Aera Japan Limited (Nihon Aera KabudKéisha) and subsidiaries as of
June 30, 2001, and the related consolidated statsroéoperations, shareholders' equity, and dasisffor the year then ended (all expres

in Japanese yen). These consolidated financia@retaits are the responsibility of the Company's gamant. Our responsibility is to express
an opinion on these consolidated financial statésnieased on our audit.

We conducted our audit in accordance with audisitagdards generally accepted in the United Stdtdmerica. Those standards require that
we plan and perform the audit to obtain reasonasseirance about whether the financial statemeatses of material misstatement. An au
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the accompanying consolidated foialstatements present fairly, in all materiapexgs, the financial position of Aera Japan
Limited and subsidiaries at June 30, 2001, andebaelts of their operations and their cash flowslie year then ended in conformity with
accounting principles generally accepted in thetdthStates of America.

As discussed in Note 1 to the consolidated findrst&ements, Aera Japan Limited and subsidiahasged their method of accounting for
revenue recognition in 2001.

Our audit also comprehended the translation ofrlegeyen amounts into U.S. dollar amounts includléke consolidated financial
statements and, in our opinion, such translatientde®n made in conformity with the basis stateddte 1. Such U.S. dollar amounts are
presented solely for the convenience of readeisdrigapan.

DELOITTE TOUCHE TOHMATSU
Tokyo, Japan
August 24, 2001, except for Notes 9 and 14, ashiclwthe date is March 1, 20



AERA JAPAN LIMITED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
JUNE 30, 2001

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Time deposits (Note 4)
Marketable equity securities (Notes 2 and 4)
Receivables:
Trade notes
Trade accounts (Note 11)
Due from officer (Note 11)
Other
Allowance for doubtful receivables
Inventories (Note 3)
Deferred tax assets (Note 7)
Prepaid expenses and other current assets

Total current assets

PROPERTY AND EQUIPMENT (Note 4):
Land
Buildings and structures
Machinery and equipment (Note 5)
Computer software (Note 5)
Furniture and fixtures

Total
Accumulated depreciation and amortization

Net property and equipment

OTHER ASSETS:
Deferred tax assets (Note 7)
Investments (Note 2):
Marketable equity securities (Note 4)
Sundry investments and other
Lease deposits
Other assets (Note 4)

Total other assets

TOTAL

See notes to consolidated financial statements.

Thousands of

U.S. Dollars
Thousands of Yen (Note 1)
Y. 1,844,474 $ 14,756
140,502 1,124
2,555 20
503,790 4,030
2,038,627 16,309
319,529 2,556
93,083 744
(43,356) (347)
3,908,823 31,271
418,819 3,351
34,094 273
9,260,940 74,087
608,470 4,868
1,544,182 12,353
1,090,971 8,728
273,780 2,190
146,026 1,168
3,663,429 29,307
(1,791,137) (14,329)
1,872,292 14,978
154,781 1,238
59,451 476
97,331 779
29,232 234
18,738 150
359,533 2,877
Y. 11,492,765 $ 91,942




Thousands of

U.S. Dollars
LIABILITIES AND SHAREHOLDERS' EQUITY Thou sands of Yen (Note 1)
CURRENT LIABILITIES:
Short-term debt (Notes 4 and 6) Y. 1,779,751 $ 14,238
Current maturities of long-term debt

(Notes 4 and 6) 779,728 6,238
Current maturities of lease obligations

(Note 5) 123,150 985
Payable:

Trade notes 1,344,625 10,757

Trade accounts (Note 11) 457,479 3,660

Other 166,656 1,333
Accrued expenses:

Accrued income taxes (Note 7) 641,372 5,131

Other accrued expenses 458,663 3,669
Other current liabilities (Note 7) 18,420 148

Total current liabilities 5,769,844 46,159
LONG-TERM LIABILITIES:
Long-term debt, less current maturities

(Notes 4 and 6) 1,607,206 12,857
Lease obligations, less current maturities

(Note 5) 169,875 1,359
Accrued pension cost and liability for

severance

indemnities (Notes 8 and 14) 808,581 6,469
Other long-term liabilities 16,994 136

Total long-term liabilities 2,602,656 20,821
COMMITMENTS AND CONTINGENT LIABILITIES
(Note 13)
SHAREHOLDERS' EQUITY (Note 9):
Common stock, Y.500 par value--authorized,
250,000 shares; issued and outstanding,
68,000 shares 288,000 2,304
Capital surplus (Note 6) 269,000 2,152
Retained earnings (Note 14):
Appropriated for legal reserve 59,582 477
Unappropriated 2,509,303 20,074
Subtotal 2,568,885 20,551
Accumulated other comprehensive income
(loss) (net of tax):
Net unrealized gains on available-for-sale
securities 1,889 15

Foreign currency translation adjustments (7,509) (60)
Subtotal (5,620) (45)
Total shareholders' equity 3,120,265 24,962

TOTAL Y. 11,492,765 $ 91,942




AERA JAPAN LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS
YEAR ENDED JUNE 30, 2001

NET SALES (Note 11)

Thousands of
U.S. Dollars
Thousands of Yen (Note 1)

Y. 13,620,297 $ 108,962

COST OF SALES (Note 11)

Gross profit
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
(Note 12)

Operating income

OTHER INCOME (EXPENSES):
Interest expenses (net of interest income of
Y.15,014 thousand--$120 thousand) (Note 11)
Foreign exchange gain--net
Gain on securities (Note 2)
Miscellaneous income--net

Other income--net

INCOME BEFORE INCOME TAXES

PROVISION FOR INCOME TAXES (Note 7):
Current
Deferred

Total
INCOME BEFORE CUMULATIVE EFFECT OF

ACCOUNTING CHANGES

CUMULATIVE EFFECT OF ACCOUNTING CHANGES
(NET OF Y.32,549 THOUSAND ($260 THOUSAND)
INCOME TAX EFFECT)

NET INCOME

See notes to consolidated financial statements.

8,224,738 65,798
5,395,559 43,164
3,356,203 26,849
2,039,356 16,315

(164,382) (1,315)
385,162 3,081
2,451 20
2,303 18
225,534 1,804
2,264,890 18,119
1,147,851 9,183
91,003 728
1,238,854 9,911
1,026,036 8,208
(40,595) (325)
Y. 985441 $ 7,883




AERA JAPAN LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

YEAR ENDED JUNE 30, 2001

BALANCE, JULY 1, 2000
Comprehensive income (loss):
Net income

Other comprehensive loss, net of tax:
Changes in unrealized holding gains, net of
Y.6,632 thousand
Reclassification adjustments for gains cred
net of tax effect of Y.1,078 thousand
Changes in foreign currency translation adj

Total other comprehensive loss
Total comprehensive income

Cash dividends paid
Transfer to retained earnings appropriated for |

BALANCE, JUNE 30, 2001

BALANCE, JULY 1, 2000
Comprehensive income (loss):
Net income

Other comprehensive loss, net of tax:
Changes in unrealized holding gains, net of
Y.6,632 thousand
Reclassification adjustments for gains cred
net of tax effect of Y.1,078 thousand
Changes in foreign currency translation adj

Total other comprehensive loss
Total comprehensive income

Cash dividends paid
Transfer to retained earnings appropriated for |

BALANCE, JUNE 30, 2001

BALANCE, JULY 1, 2000
Comprehensive income (loss):
Net income

Other comprehensive loss, net of tax:
Changes in unrealized holding gains, net of
Y.6,632 thousand
Reclassification adjustments for gains cred
net of tax effect of Yen 1,078 thousand
Changes in foreign currency translation adj

Total other comprehensive loss

Total comprehensive income

Cash dividends paid
Transfer to retained earnings appropriated for |

Thousands o

Y. 288,000 Y. 269

tax effect of
ited to net income,

ustments

egal reserve

,0

Y. 288,000 Y. 269,0

Thousa
Accumu lated Other Total
Unappropriated Comp rehensive  Shareholders'
Retained Earnings  Inco me (Loss) Equity
Y. 1,552,560 Y. 58,349 Y. 2,215,793
985,441 985,441
tax effect of
9,717) (9,717)
ited to net income,
(1,373) (1,373)
ustments (52,879) (52,879)
(17,000) (17,000)
egal reserve (11,698

Comprehensive
Income (Loss)

Y. 985,441
tax effect of
(9,717)
ited to net income,
(1,373)
ustments (52,879)
(63,969)
Y. 921,472

egal reserve

Retained Earnings
Appropriated for
plus  Legal Reserve

00 Y. 47,884

(5,620) Y. 3,120,265




BALANCE, JUNE 30, 2001

BALANCE, JULY 1, 2000

Comprehensive income (loss):
Net income

Other comprehensive loss, net of tax:
Changes in unrealized holding gains, net of
$53 thousand
Reclassification adjustments for gains cred
net of tax effect of $9 thousand
Changes in foreign currency translation adj

Total other comprehensive loss

Total comprehensive income

Cash dividends paid
Transfer to retained earnings appropriated for |

BALANCE, JUNE 30, 2001

BALANCE, JULY 1, 2000

Comprehensive income (loss):
Net income

Other comprehensive loss, net of tax:
Changes in unrealized holding gains, net of
$53 thousand
Reclassification adjustments for gains cred
net of tax effect of $9 thousand
Changes in foreign currency translation adj

Total other comprehensive loss

Total comprehensive income

Cash dividends paid
Transfer to retained earnings appropriated for |

BALANCE, JUNE 30, 2001

BALANCE, JULY 1, 2000

Comprehensive income (loss):
Net income

Other comprehensive loss, net of tax:
Changes in unrealized holding gains, net of
$53 thousand
Reclassification adjustments for gains cred
net of tax effect of $9 thousand
Changes in foreign currency translation adj

Total other comprehensive loss

Total comprehensive income

Cash dividends paid
Transfer to retained earnings appropriated for |

BALANCE, JUNE 30, 2001

See notes to consolidated financial statem:

Thousands of U.S

$2,304 $2,152

tax effect of
ited to net income,

ustments

egal reserve

Accumu
Unappropriated Comp
Retained Earnings  Inco

$12,421 $4
7,883
tax effect of
(
ited to net income,
(
ustments (4
(136)
egal reserve (94)
$20,074 $(

Comprehensive
Income (Loss)

$7,883
tax effect of
(78)
ited to net income,
(11)
ustments (423)
(512)
$7,371

egal reserve

. Dollars (Note 1)
Retained Earnings
Appropriated for

plus  Legal Reserve

94

$477

ollars (Note 1)

lated Other Total
rehensive  Shareholders'
me (Loss) Equity

67 $17,727

7,883
78) (78)
11) (11)
23) (423)

(136)
15 824982
(Note 1)






AERA JAPAN LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2001

Thousands of
U.S. Dollars
Thousands of Yen  (Note 1)

OPERATING ACTIVITIES:
Net income Y. 985,441 $ 7,883

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization 336,939 2,696
Restoration of doubtful receivables (6,325) (50)
Gain on sales of property and equipment (535) 4)
Gain on short-term and other investments (2,451) (20)
Deferred income tax 91,003 728
Accrued pension and severance liabilities 45,225 362
Cumulative effect of accounting changes (Note 1) 40,595 325
Changes in:
Notes and accounts receivable 790,765 6,326
Inventories (518,292) (4,146)
Prepaid expenses and other current assets (841) ()
Notes and accounts payable (827,760) (6,622)
Accrued income taxes (196,311) (1,571)
Accrued expenses 105,704 845
Others (10,547) (84)
Net cash provided by operating activ ities 832,610 6,661

INVESTING ACTIVITIES:

Increase in time deposits (186,028) (1,488)
Decrease in time deposits 246,078 1,969
Purchase of property and equipment (150,324) (1,203)
Purchase of investments (20,658) (165)
Proceeds from sale of property and equipment 5,190 41
Proceeds from the sales/maturities of investment S 148 1

Net cash used in investing activitie S (105,594) (845)

FINANCING ACTIVITIES:

Net decrease in short-term borrowings (103,234) (825)
Principal payments under capital lease obligatio ns (125,970) (1,008)
Proceeds from long-term debt 768,784 6,150
Repayments of long-term debt (860,869) (6,887)
Payment of dividends (17,000) (136)
Net cash used in financing activitie s (338,289) (2,706)
FORWARD Y. 388,727 $ 3,110
(Continued)
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AERA JAPAN LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2001

Thousands of

U.S. Dollars
Thousa nds of Yen  (Note 1)
FORWARD Y. 388,727 $ 3,110
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND
CASH EQUIVALENTS 7,444 59
NET INCREASE IN CASH AND CASH EQUIVALENTS 396,171 3,169
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,448,303 11,587
CASH AND CASH EQUIVALENTS, END OF YEAR Y. 1,844,474 $ 14,756
CASH PAID DURING THE YEAR FOR:
Interest paid Y. 177,362 $ 1,419
Income tax paid 1,352,497 10,820
NON-CASH FINANCING ACTIVITIES:
Capital lease obligations 76,599 613

See notes to consolidated financial statements.
(Concluded)
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AERA JAPAN LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2001

1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANACCOUNTING POLICIES
(1) BASIS OF PRESENTATION

BASIS OF FINANCIAL STATEMENTS--The accompanying cmiidated financial statements are stated in Jagayen, the currency of the
country in which Aera Japan Limited ("Company")risorporated. The translation of Japanese yen ataanto U.S. dollar amounts is
included solely for the convenience of readersidatdapan and has been made at the rate of Y.1R5.81, the approximate rate of
exchange at June 30, 2001. The translation shatldenconstrued as a representation that the Js@gea amounts could be converted into
U.S. dollars at the above or any other rate.

The accompanying consolidated financial statemiese been prepared on the basis of accountingipieésaenerally accepted in the United
States of America ("US GAAP"). Effect has been giuwethe consolidated financial statements to ddjesats which have not been entered in
the general books of account of the Company arslibbsidiaries (together, the "Companies") (as éefinelow) maintained in accordance
with accounting practices prevailing in the cowdrof incorporation. The principal adjustmentsudel those relating to (1) accounting for
leases, (2) accounting for insurance cost, (3)atadu of inventory, (4) valuation of investments) &ccounting for pension costs and
severance indemnities and (6) accrual of certareeses and losses.

NATURE OF OPERATION--The Company was incorporated in Japan in Noveri®@6 as Nippon Tylan Corporation, and changed its
name to Aera Japan Limited in November 1992. The@my with its four overseas subsidiaries, locatetie United States of America, the
United Kingdom, Germany and Korea, engage in theufature and supply of mass flow controllers agldted devices which are used for
controlling process gases in the production of semductors. The Company's customers are manufasiaréhe semiconductor industry and
the Company's business is subject to industry-fligruations.

USE OF ESTIMATES--The preparation of financial stagnts in conformity with US GAAP requires managente make estimates and
assumptions that affect the reported amounts eftassd liabilities and disclosure of contingersieds and liabilities at the date of the
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from those
estimates.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

CONSOLIDATION--The consolidated financial statenmeimtclude the accounts of the Companies. All sigaift intercompany items have
been eliminated.



REVENUE RECOGNITION--Effective July 1, 2000, the if@panies changed their revenue recognition policgdgpting Staff Accounting
Bulletin ("SAB") No. 101, "Revenue Recognition imkncial Statements" issued by the U.S. SecudtiesExchange Commission.

As a result, the Companies recognize certain rex&npon the customers' completion of inspectiongaiores in instances whereby the
related sales contracts stipulate that such praesce completed in order for the title of the praid to be transferred to the customers.
Previously, all revenues were recognized upon skipraf the products when the Companies' obligatmmsuant to the sales contracts were
considered substantially completed. The Comparage hecorded a one-time non-cash charge of Y.4@E9%and ($325 thousand), net of
income tax effect of Y.32,549 thousand ($260 thad}ato reflect the cumulative effect of the chaageof the beginning of the fiscal year.
The accounting change did not have a material effiethe Companies' consolidated statement of tipasa(before the cumulative effect) for
the year ended June 30, 2001.

Estimated warranty costs and provisions for retamt allowances are recorded at the time the revismecognized.

CASH AND CASH EQUIVALENTS--Cash and cash equivateabnsist of cash on hand and deposits in bankgding time deposits, with
original maturities of three months or less, thatr@adily convertible into cash and have no sigaift risk of change in value.

INVESTMENTS--The Companies' investments in markiet&guity securities are classified as availablestde securities which are stated at
fair value based on quoted market prices with Urme@d gains and losses excluded from earnings eparted in accumulated other
comprehensive income (loss).

The cost of securities sold is determined basetth®mverage-cost method.
Life insurance contracts included in sundry investis are stated at cash surrender value.
INVENTORIES--Inventories are stated at the loweco$t, which is determined principally by the agera&ost method, or market.

DEPRECIATION AND AMORTIZATION--Depreciation of pragrty and equipment is computed principally underdiclining-balance
method over the estimated useful lives of relatsges. Machinery and equipment under capital Idasesortized principally using the
declining-balance method over the lease terms. Qtengoftware under capital leases is recordedsitless accumulated amortization and is
amortized on a straight-line method over the l¢asas.

Estimated useful lives for property and equipmant] lease terms of computer software are as follows

Buildings and structures 3 to 45 years
Machinery and equipment 3to 15 years
Furniture and fixtures 3to 20 years
Computer software 3to 6 years
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The cost and accumulated depreciation of properdyeguipment sold, retired, or otherwise dispodaeat@relieved from the accounts, and
any resulting gains or losses are reflected inrmeo

LONG-LIVED ASSETS--Long-lived assets and certaiantfiable intangibles to be held and used arecskggd for impairment whenever
events or changes in circumstances indicate tleatdlrying amount of an asset may not be recower#flihe sum of the expected
undiscounted future cash flows is less than theyitey amount of the asset, an impairment lossdsgrized. In that event, a loss is
recognized based on the amount by which the caynyétue exceeds the fair market value of the lonedl asset. Fair market value is
determined primarily using the anticipated casléfl@iscounted at a rate commensurate with thamialved. Losses on long-lived assets to
be disposed of are determined in a similar mareept that fair market values are reduced foct®t to dispose. There was no significant
impairment loss recognized for long-lived assetsnduthe year ended June 30, 2001.

INCOME TAXES--The provision for income taxes is elghined using the asset and liability method obaating for income taxes. Under
this method, the tax effect of temporary differesibetween the financial statements and incomedais Iof assets and liabilities is recognized
as deferred income taxes, using enacted tax rppdieable to the periods in which the differences expected to affect taxable income. The
effect on deferred tax assets and liabilities change in tax rates is recognized in income irpéod that includes the enactment date. A
valuation allowance is recognized for any portiéthe deferred tax assets where it is considere itcely than not that the asset will not be
realized.

PENSION AND SEVERANCE INDEMNITIES PLANS--The Compahas a pension plan and a severance indemniti@scplvering
substantially all employees, other than directole Company adopted Statement of Financial Accogrtandards ("SFAS") No. 87,
"Employers' Accounting for Pensions" effective JuiJy1998, and the costs of the pension plan angraeee indemnities plan are accrued
based on amounts determined using actuarial meth@txordance with the statement. The transitgseis amortized over 16.5 years
commencing with the statement's effective date.

The costs of the severance indemnities plan obaidiary and the directors' severance indemnitias pf the Company are accrued based on
the vested benefit obligation, which is the amaenxuired to be paid if all employees/directors tieated their employment/appointments at
each balance sheet date.

FOREIGN CURRENCY TRANSLATION--Foreign currency fineial statements of subsidiaries are measured Usiag currencies as the
functional currency. Assets and liabilities arensilated into Japanese yen at year-end rates ofiergerand all income and expense accounts
are translated at average rates of exchange foetlre The resulting translation adjustments ackided in accumulated other comprehensive
income (loss).

Foreign currency receivables and payables arelstadsinto Japanese yen at year-end rates of egehamd the resulting exchange gains or
losses are recognized in earnings.
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2. INVESTMENTS

MARKETABLE EQUITY SECURITIES--At June 30, 2001, tlaggregate cost, gross unrealized gains and lassefair value on available-

for-sale securities, consisting of marketable ggsktcurities, were as follows:

Thousands of
Thousands of Yen U.S. Dollars

Cost Y. 57,103 $ 457
Unrealized gains 14,684 117
Unrealized losses (9,781) (78)
Fair value Y. 62,006 $ 496

There were no sales of available-for-sale secaritiethe year ended June 30, 2001.

On April 1, 2001, in connection with the mergefTtfe Sumitomo Bank, Limited and The Sakura Bank,itach("Sakura"), the Company
exchanged shares of Sakura for those of SumitontsuMBanking Corporation. In accordance with EITF® "Nonmonetary Exchange of
Cost-Method Investments," a non-cash gain of Y.2 #heusand ($20 thousand) was recorded for thegreded June 30, 2001, as a result of

the exchange.

SUNDRY INVESTMENTS (OTHER THAN MARKETABLE EQUITY SEURITIES) AND OTHER--At June 30, 2001, sundry intresnts

and other consisted of the following:

Th

Cash surrender value of life insurance contracts
Non-current time deposit

Long-term receivables

Other

Total sundry investments and other

3. INVENTORIES
Inventories at June 30, 2001, consisted of thevoiig:

Thousands of
Thousands of Yen U.S. Dollars

Finished products Y. 960,687 $ 7,686
Work in process 204,238 1,634
Materials 2,703,288 21,626
Supplies and other 40,610 325

Inventory Y. 3,908,823 $31,271
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Thousands of
ousands of Yen U.S. Dollars

Y. 94,524 $ 756

1,500 12
249 2
1,058 9

Y. 97,331 $779




4. PLEDGED ASSETS

At June 30, 2001, assets pledged as collaterahiort-term debt and long-term debt of the Compaesevas follows:

Thousands of Ye
Time deposits Y. 18,000
Marketable equity securities 46,800
Property and equipment

(net of accumulated depreciation) 1,275,325

Other assets 1,700

Total Y. 1,341,825

Thousands of
n U.S. Dollars

The above pledged assets are classified by thedfyieebilities to which they relate as follows:

Thousands of
Thousands of Yen U.S. Dollars

Short-term debt Y. 606,108 $ 4,849
Long-term debt 735,717 5,886

Total Y. 1,341,825  $10,735

See Note 6 for a description of the right of thedieg banks to require the Company to provide terid (or additional collateral) not includ
in pledged assets summarized above, and assettecalized under the loan and security agreemettieo)S subsidiary.

5. LEASES

CAPITAL LEASES--The Company leases the followingets under capital lease agreements, which arers®edmf machinery and

equipment used in production, office equipment em@puter software:

T
Thousands of Yen U

Machinery and equipment Y. 517,870
Less accumulated amortization (386,980)

Net 130,890

Computer software 157,666
Less accumulated amortization (97,817)

Net 59,849

housands of
.S. Dollars

OPERATING LEASES-Fhe Company leases certain office space, pringipaitier cancelable lease agreements and certaénatbkets und
noncancelable lease agreements. Rental expenseapetating leases for the year ended June 30, 2@ Y.99,338 thousand ($795

thousand).
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At June 30, 2001, future lease payments underaldpises and non-cancelable operating leasesasdatlows:

Thousands of

Thousand s of Yen U.S. Dollars
Capital Operating Capital  Operating
Leases Leases Leases Leases
Year ending June 30:
2002 Y. 132,849 Y. 74,437 $ 1,063 $ 595
2003 107,731 43,094 862 345
2004 43,533 24,270 348 194
2005 16,798 586 135 5
2006 7,047 464 56 4
Thereafter 916 7
Total minimum lease payments 308,874 Y. 142,851 2,471  $ 1,143
Less amounts representing interest (15,849) (127)

Present value of net minimum

capital lease payments 293,025 2,344
Less current portion (123,150) (985)
Non-current Y. 169,875 $ 1,359

6. SHORT-TERM AND LONG-TERM DEBT

Short-term debt at June 30, 2001, consisted of lsanls and bank overdrafts of Yen 1,779,751 thatig$h4,238 thousand). Stated annual
interest rates on the Company's short-term delgtecifrom 1.38% to 2.25% at June 30, 2001, and ¥heighted average rate at June 30,
2001, were 1.72%. In June 2000, the Company's USidiary entered into a Loan and Security Agreen(idet "Agreement") that provides a
line of credit up to Y.997,840 thousand ($7,983and) in borrowings through November 2002. AsuofeJ30, 2001, Y.524,191 thousand
($4,193 thousand) was outstanding under the liregfit at an interest of 10%, which was includedhort-term debt in the consolidated
balance sheet.

Long-term debt at June 30, 2001, consisted ofdheving:

Thousands of
T housands of Yen U.S. Dollars

Bank loans, maturing serially through 2019,

with annual interest of 1.48% to 3.30%:

With collateral Y. 2,024,976 $ 16,200

Without collateral 352,100 2,817
Japanese yen bond with stock purchase warrants

maturing serially through 2002, with interest

of 2.1%, net of unamortized discount of

Y.142 thousand ($1 thousand) 9,858 78
Total 2,386,934 19,095
Less current maturities (779,728) (6,238)
Long-term debt, less current maturities Y. 1,607,206 $ 12,857
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A portion of proceeds from the sales of the Japagea bond with stock purchase warrants amounting 1,000 thousand has been ascribed
to the warrants and credited to capital surplus985. The warrants were held by the Company's ¢gizati (See Notes 9 and 14.)

Substantially all short-term and long-term debtraegle under agreements which, as is customanpanJarovide that under certain
conditions the banks may require the borrower twidie collateral or guarantees with respect tadiblat and that the banks may treat any
collateral, whether furnished as security for sterin or long-term debt or otherwise, as collatévahll indebtedness to such banks. Also,
provisions of certain loan agreements grant cerighits of possession to the lenders in the evedéfault. The Company's president provi
guarantees to the banks for certain of the sham-tnd long-term debt (see Note 11). See also Aletih regard to assets pledged as
collateral for short-term and long-term debt.

The Company has bank overdraft agreements withioefapanese banks for which the unused balanstanding as of June 30, 2001 was
Y.10,660 thousand ($85 thousand).

The Agreement, which was referred to in the fietggraph of this note, also provides for a termdlae principal amount of which shall be
due and payable monthly in 60 equal installmentgriveng on October 15, 1999. There are no borrowimyder the term loan as of June 30,
2001. An unused line of credit fee of 0.50% perwaniis due monthly on the difference between theamemonthly loan balance and
Y.498,920 thousand ($3,991 thousand). The loansdl@eralized by substantially all the assetthefUS subsidiary. The balance of the US

subsidiary's assets, which is included the accogipgrtonsolidated balance sheet as of June 30,, 200dunted approximately to Y.2.6
billion ($21 million).

Maturities of long-term debt outstanding at JuneZ8ID1, are as follows:

Year Ending Thousands o f
June 30 Thousands of Yen U.S. Dollar s
2002 Y. 779,728 $6,238
2003 620,312 4,962
2004 431,824 3,455
2005 294,494 2,356
2006 132,972 1,064
Thereafter 127,604 1,020
Total Y. 2,386,934 $19,095

7. INCOME TAXES
Income before income taxes for the year ended 30n2001 included the following:

Thousands o f
Thousands of Yen U.S. Dollar s

Japanese income Y. 1,873,942 $14,991
Foreign income 390,948 3,128

Total Y. 2,264,890 $18,119
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Income taxes imposed in Japan applicable to thepaagn by the national, prefectural and municipalegoments, resulted in the aggregate,
in normal effective statutory tax rate of approxiata44.5% (the rate changed from 44% effectivey 1Ll2000) which include the

undistributed profit tax at the rate of 2.5% (thterchanged from 2% effective July 1, 2000) impased family owned corporation, for the
year ended June 30, 20(

A reconciliation between taxes calculated at thalmioed normal effective statutory tax rates ingheompanying consolidated statement of
operations and the Company's provision for incoames for the year ended June 30, 2001, was asviollo

Thousands of
Thous ands of Yen U.S. Dollars

Taxes calculated at the combined normal

effective statutory tax rate Y. 1,004,519 $ 8,036
Expenses not deductible 68,488 548
Lower tax rates applicable to loss (income)

in foreign countries (38,225) (306)
Change in valuation allowance 124,084 993
Effect of tax rate changes (8,738) (70)
Other--net 88,726 710
Total provision for income taxes Y. 1,238,854 $ 9,911

The tax effects of temporary differences and camyérds giving rise to deferred tax assets andlilias at June 30, 2001, were as follows:

Thousands of

Th ousands of Yen U.S. Dollars
Deferred tax assets:
Cost for pension and severance indemnities Y. 346,829 $2,775
Net operating loss carryforwards 109,290 874
Unrealized intercompany profit 141,739 1,134
Depreciation 92,529 740
Accrued enterprise tax 55,781 446
Inventories 228,405 1,827
Lease 46,956 376
Other 97,177 778
Total gross deferred tax assets 1,118,706 8,950
Less valuation allowance (504,066) (4,033)
Net deferred tax assets 614,640 4,917
Total gross deferred tax liabilities 47,102 377
Net deferred tax assets Y. 567,538 $ 4,540
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Other current liabilities included deferred taxbliies amounting to Y.6,062 thousand ($49 thouBat June 30, 2001.

At June 30, 2001, the valuation allowance for deftax assets has been provided for in the acaoyimzpconsolidated financial statements
to reflect uncertainty associated with realizatidisuch assets. The net change in the valuatiowalice for deferred tax assets during the
year ended June 30, 2001, was an increase of ¥2A®2housand ($1,301 thousar

Certain subsidiaries of the Company have tax operédss carryforwards which are available to redfidure taxable income amounting to
Y.377,021 thousand ($3,016 thousand) at June 31,.Zhe loss carryforwards will expire in 2006 loereafter.

8. PENSION COSTS AND SEVERANCE INDEMNITIES
PLAN CONCERNING THE COMPANY'S DIRECTORS

Directors of the Company, who are also sharehal@eesnot covered by a funded pension plan ancdhtmded severance indemnities plan
for employees, but are covered by an unfunded aaeerindemnities plan. Benefits under the plarbased on the level of compensation at
retirement, the length of service and other factoieility for severance indemnities under theedtors' plan at June 30, 2001, amounting to
Y.725,425 thousand ($5,804 thousand), are statéldeowested benefit obligation basis, which isgheunt required to be paid if all directors
terminated their appointments at balance shees d@tearges to operations for the year ended Jur08Q with respect to the directors' plan
were Y.37,087 thousand ($297 thousand).

PLAN CONCERNING THE COMPANY'S EMPLOYEES OTHER THAN DIRECTORS

The Company has a funded pension plan and an vaduselverance indemnities plan which cover subsignéll of its employees, other thi
directors, who are entitled upon mandatory retinagtna¢ normal retirement age or earlier terminatbemployment, to pension or lump-sum
severance indemnities based on the length of gearid other factors.

Net periodic pension cost for the year ended JOn@@01, consisted of the following compone

Thousands of
Thousands of Yen U.S. Dollars

Service cost--benefits earned during the period Y. 16,719 $134
Interest cost on projected benefit obligation 4,611 37
Expected return on plan assets (1,379) (12)
Amortization of unrecognized asset at transition (3,032) (24)
Net periodic pension cost Y. 16,919 $135
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Changes in benefit obligation:

The following table sets forth the reconciliatioibenefit obligations, plan assets and funded stafuhe plan at June 30, 2001:

Thousands of
Thousands of Yen U.S. Dollars

Benefit obligation at beginning of year Y. 187,930 $1,503
Service cost 16,719 134
Interest cost 4,611 37
Actuarial (gain) loss 15,410 123
Benefit obligation at end of year 224,670 1,797
Change in plan assets:
Fair value of plan assets at beginning of year 135,238 1,082
Actual return on plan assets 3,114 25
Employer contribution 8,781 70
Fair value of plan assets at end of year 147,133 1,177
Funded status at end of year (77,537) (620)
Unrecognized actuarial loss 21,573 172
Unrecognized net asset at transition being
recognized over 16.5 years (13,647) (109)

Net amount recognized in the consolidated
balance sheets as a part of pension cost and

liability for severance indemnities Y. (69,611) $ (557)

Assumptions used for the year ended June 30, 20@ktermining costs for the plan shown above vesréollows:

Discount rate 2.0%
Expected return on plan assets 1.0%
Rate of increase in future compensation levels 2.8% to 4.0%

SUBSIDIARIES' PLAN

The costs of severance indemnities plan for the jizmy's Korean subsidiary are accrued based orested/benefit obligation, which is the
amount required to be paid if all employees tert@daheir employment at balance sheet dates. itybilr severance indemnities for this
plan at June 30, 2001, amounted to Y.13,545 thaugkt08 thousand), and charges to operations éoye¢lr ended June 30, 2001, with
respect to this plan were Y.4,377 thousand ($36ghnd).
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Amounts recognized in the consolidated balancetshewler accrued pension cost and liability foresamce indemnities relate to the
following defined benefit plans:

Thousands of

Thousands of Yen U.S. Dollars
The Parent's plans:
Directors Y. 725,425 $5,804
Employee other than directors 69,611 557
The Korean subsidiary plan 13,545 108
Total Y. 808,581 $6,469

In addition to the above defined benefit plans,Gloenpany's US subsidiary and UK subsidiary havealdfmed contribution plans described
below.

The Company's US subsidiary has 401(k) tax defesa@thgs and investment plans under which they m28€6 to 50% of certain employe
contributions. Employees may contribute to the plprio 12% of their gross pay to a maximum contrdsuof $9,240. The subsidiary's
contributions for the year ended June 30, 2001ewpproximately Y.28,319 thousand ($227 thousand).

UK subsidiary's defined contribution plan covergai@ employees, and the subsidiary's contributfonshe year ended June 30, 2001, were
approximately Y.913 thousand ($7 thousand).

9. SHAREHOLDERS' EQUITY
COMMON STOCK AND CAPITAL SURPLUS

At June 30, 2001, the Company ownership is as@io

Hisanori Aoyama, President and Representative Direc tor 27.2%
Takenobu Inagaki, Managing Director 17.5
Hiroko Aoyama, a spouse of the President and Repres entative Director 10.3
Nobuo Kawakami, Senior Managing Director 7.9

The Diamond Capital Company Limited 7.9

The Bank of Tokyo-Mitsubishi, Ltd. 3.5
Others (19 shareholders, owning less than 3.5% each ) 25.7
Total 100.0%

All of the 7,000 shares formerly held by Kawashagration ("Kawasho") were sold to Hiroko Aoyamapuse of the President and
Representative Director, in April 2001.

On January 18, 2002, the Company became a wholhedwubsidiary of Advanced Energy Industries, (Bee Note 14.)
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The Company is subject to the Japanese Commercie Ghe "Code") to which certain amendments beacsffieetive as of October 1, 2001.
Prior to October 1, 2001, the Code required at 188% of the issue price of new shares, with amimh of the par value thereof, to be
designated as stated capital as determined byutesobf the Board of Directors. Proceeds in exadsemounts designated as stated capital
were credited to capital surplus account. Effec@®atober 1, 2001, the Code was revised and comtock par values were eliminated
resulting in all shares being recorded with noyadune. (Previously, par value per common shar@®fQompany was Y.500.)

Prior to October 1, 2001, the Code also provided &#m amount at least equal to 10% of the aggregateint of cash dividends and certain
other cash payments which are made as an appiopradtretained earnings applicable to each fipeaiod shall be appropriated and set &
as a legal reserve until such reserve equals 258tatefd capital. Effective October 1, 2001, thesexy Code allows for such appropriations to
be determined based on total capital surplus agal leserve. The amount of total capital surplulagal reserve which exceeds 25% of
stated capital can be transferred to retained mgsninappropriated by resolution of the sharehslder

The Code permits Japanese companies to transtetiarpof unappropriated retained earnings, avélédr dividends, to stated capital by
resolution of the shareholders.

The Code also permits Japanese companies to rangtetion of capital surplus and legal reservstated capital by resolution of the Board
of Directors. The amounts available for transferlasised on capital surplus as defined by accouptimgtices prevailing in Japan. Additional
amounts recorded as capital surplus to conform WBhGAAP may not be transferred. Such additionabambs relate to accounting for
warrants and amounted to Y.1,000 thousand ($8 #ml)sat December 31, 2001.

The Code permits Japanese companies, upon apfupiad Board of Directors, to issue shares in tlimfof a "stock split" as defined to
shareholders.

The Code permits companies to repurchase theirst@ak by a resolution of the shareholders, theegaie amount of the repurchase price
may not exceed the total of (1) the amount avaslét dividend as defined and (2) the amountsasfdfers, if any, to unappropriated retained
earnings from common stock, capital surplus orlleggerve in accordance with the shareholders'avaprEffective April 1, 2002, the Code
also permits to retire the treasury stock acquingdesolution of its Board of Directors.

Dividends are approved by the shareholders at @imgeeeld subsequent to the fiscal year to whiehdividends are applicable. Semi-annual
interim dividends may also be paid upon resolutibthe Board of Directors, subject to certain limtibns imposed by the Code.

Retained earnings that are not restricted as tpaliment of dividends under the Code amounted 30480,068 thousand ($27,601 thousand)
at June 30, 2001.

WARRANTS--At June 30, 2001, warrants to purchag®®,shares of common stock of the Company werdanding all of which were held
by the Company's president. The warrants haveespriice of Y.20,000, and are exercisable througie 26, 2002.
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10. FINANCIAL INSTRUMENTS AND CONCENTRATIONS OF CRHET RISK

CONCENTRATIONS OF CREDIT RISK--Financial instrumerihat potentially subject the Companies to comaéinhs of credit risk consist
primary of bank deposits and trade receivables.dmpanies' bank deposits are placed with a nustftaajor financial institutions, and
concentration of credit risk is mitigated by limigi the amount of credit exposure to any one irtgitu The Companies' risk associated with
the concentration of trade receivables is limited tb the large number of customers which are mastijor manufacturers and trading
companies in the semiconductor industry, compoirgCompanies' customer base and their geograjsgierdion. The Companies have two
customers which accounted for approximately 15%X#d of revenues in 2001.

FAIR VALUE OF FINANCIAL INSTRUMENTS--The followingtable presents the carrying amounts and fair vatfiése Company's
financial instruments at June 30, 2001:

Thousands of

T housands of Y. U.S. Dollars
Carr ying Estimated Carrying Estimated
Amo unt Fair Value  Amount Fair Value
Financial assets:
Marketable equity securities Y. 62,006 Y. 62,006 $ 496 $ 496
Sundry investments and other 97,331 97,331 779 779
Financial liabilities--Long-term debt,
excluding lease obligations 2,3 86,934 2,269,052 19,095 18,152

The fair values of marketable equity securitielsaésed on quoted market prices. The fair valueseoirisurance is based on net cash surrende
value. The fair values of long-term debt is basedliscounted cash flows using the current intawston similar financing investments and
borrowings. The fair values estimates of the finalnastruments are not necessarily indicativehef @amounts the Company might pay or
receive from actual market transactions.

The carrying amounts of cash and cash equivalemts,deposits, notes and accounts receivable,-s#rontdebt, and notes and accounts
payable approximate the fair value because oflibet snaturity of those instruments.

11. RELATED PARTY TRANSACTIONS

The Company has transactions with Kawasho, formefl).3% shareholder of the Company, and Kawadeeoniational (U.S.A.) Inc., its
100% owned subsidiary. Purchases of materials famasho International (U.S.A.) Inc. for the yeaded June 30, 2001, amounted to
Y.17,746 thousand ($142 thousand), and accountbpayvith Kawasho International (U.S.A.) Inc. agsult of these transactions at June
2001, amounted to Y.8,065 thousand ($65 thous&aiyasho sold all of its holdings of the Companiiarss to Hiroko Aoyama, which
transaction was approved by the Board of Direcabiss meeting held on April 5, 2001.
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Receivables due from officer represent amountsvabke from the Company's president as a refuremhadunts previously paid to him for
research and development. Effective November 100 2fhe balance bears interest at 2.8% per anndrisatue on the earlier of December
31, 2001 or the date of disposition of all commbarss of the Company owned by the president (1&88€es as of June 30, 2001). Interest
received for the year ended June 30, 2001 amoutatéd, 711 thousand ($46 thousand). Under the terftise agreement, as amended on
June 22, 2001, the receivables are collateraligetPby 30 common shares, the severance indemniiesodthe president and, in the event of
default, right to offset the receivable with remtat®sn or bonuses payable to the president. Tmesterf the agreement also provide that in
event that the debtor is unable to make paymefulliby December 31, 2001 (the date was extendaa flune 30, 2001 on June 22, 2001),
the due dates will be extended provided that th @Estructuring plan proposed by the debtor igptable to the Company.

The president of the Company guarantees certaimeashort-term and the long-term debt of the Comp8nch guarantees at June 30, 2001,
amounted to Y.3,632,636 thousand ($29,061 thous&wsd) Note 9 for the warrants held by the Compang'sident.

12. RESEARCH AND DEVELOPMENT EXPENSES
Research and development expenses for the yead dnde 30, 2001, amounted to Y.222,365 thousand@{$Xhousand).
13. COMMITMENTS AND CONTINGENT LIABILITIES

INCOME TAX RETURNS--The Company has filed incomg taturns for several recent years which, uponénspn by taxation authorities,
may be subject to dispute and the risk that cepairalties may be imposed upon the Company eXisessCompany believes that it has taken
appropriate measures to ensure its compliancethgthax regulations, including the filing of ameddeturns, and that it is probable that the
amount of penalty, if any, would not be materiaflte Company's financial position or operations.

DEFERRED COMPENSATION AGREEMENTS--Effective Janudryl1997, the US subsidiary executed the Salanti@ation Plan (the
"Plan™) with six key members of management. At J80£2001, only five of these individuals remairdployed by the US subsidiary. The
Plan requires the US subsidiary to pay an aggregate280,643 thousand ($2,245 thousand) to thes®ining five employees for a perioc
ten years after the employee attains age 60, payallqual monthly installments. In accordance \BEAS No. 106, "Employers' Accounting
for Postretirement Benefits Other Than Pensio 'cbsts of those benefits are accrued over thedpef an employee's service. The costs
associated with the plan have been recorded wsiliing, general and administrative on the constdéid statement of operations.

14. SUBSEQUENT EVENTS
On September 28, 2001, the shareholders authorized:

(1) payment of a cash dividend of Y.250 ($2) parshor a total of Y.17,000 thousand ($136 thoustmdhareholders of record on June 30,
2001 and a transfer from unappropriated retaineciregs to retained earnings appropriated for legsérve of Y.10,000 thousand ($80
thousand).
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(2) payment of a severance indemnity of Y.123,48usand ($987 thousand) payable in a lump suneart of October 2001 to Mr.
Takenobu Inagaki, Managing Director of the Compang a shareholder, who terminated his appointme@eptember 28, 2001. The port
of the benefit accrued through June 30, 2001 0R2Y,951 thousand ($976 thousand) will be accourdedd a settlement of "Accrued pens
cost and liability for severance indemnities" ie ticcompanying consolidated balance sheet at yrg981, and remaining portion will be
charged to operations subsequent to June 30, 2001.

On October 1, 2001, the Company also entered mengployment agreement with Mr. Inagaki, under Wwhite Company pays Mr. Inagaki
monthly compensation of Y.1,000 thousand ($8 thndseOn January 18, 2002, the Company terminaiscatireement, which also provid
among others, for the Company's option to canehtireement upon acquisition of the Company's ashieby Advanced Energy Industri
Inc.

On January 17, 2002, the Company issued 5,000sbéits common stock for cash upon the exercisdl@utstanding stock purchase
warrants held by Mr. Aoyama. The proceeds aggnegafi100,000 thousand ($800 thousand) were accddatey crediting Y.50,000
thousand each to common stock account and capialus account.

On January 18, 2002, the shareholders of the Coyngdiarred to in Note 9 sold all of their Companynership to the Japanese subsidiary of
Advanced Energy Industries, Inc. (a United Stateparation). The severance indemnity of Y.488,6idusand ($3,909 thousand) was pa
lump sum on January 18, 2002 to Mr. Hisanori Aoyatihe former shareholder and representative direftthe Company, who terminated

his appointment on January 18, 2002. The portiatsdfenefits accrued through June 30, 2001 of ¥,300 thousand ($3,818 thousand) was
accounted for settlement of "Accrued pension codtlabilities for severance indemnities" in theampanying consolidated balance sheet at
June 30, 2001, and the remaining portion of Y.1a Bbusand ($91 thousand) was charged to operdtiotise subsequent period.

In connection with Mr. Aoyama's retirement, lifesimance contracts associated with Mr. Aoyama, aithsh surrender value of Y.11,934
thousand ($96 thousand) as of June 30, 2001, vei&hblassified as "Sundry investments" in the agm@nying consolidated balance sheet at
June 30, 2001, were cancelled on February 12, Z0@2cash refund for the termination of the corteacounted to Y.12,102 thousand ($97
thousand), and the excess portion of Y.168 thougbhdthousand) was charged to income for the swlesggeriod.

The Company's debt guaranteed by Mr. Aoyama aredsiéd to be removed and replaced by Advanced Enedystries, Inc.

* k k k% %
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EXHIBIT 99.3
AERA JAPAN LIMITED AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS)

DECEMBER 31, DECEMBER 31,

2001 2000
ASSETS
CURRENT ASSETS:
Cash and cash equivalents .........cccceeeeeeee.. L $ 9368 $ 14,754
Marketable securities L 1,219 1,411
Accounts receivable, net ........ccccceeeeeee.. L 9,409 28,637
Notes receivable - trade .........ccccevvveeeeee. L 3,055 9,643
Inventories, Net .......ccoovevevvvvveieeneees 17,921 34,741
Other current @ssets .....ccoovvvvvvvvvveeeenes 334 3,857
Total current assets ......cccceevevcccceeeee 41,306 93,043
PROPERTY AND EQUIPMENT, nét ...cccooevevvviceeees e, 13,658 16,742
OTHER ASSETS ..o, 951 4,583
Total @SSets ..ccovvevvveviieeceevceeeee $ 55915 $ 114,368
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable ......ccccocveniieniieeeees $ 1547 $ 8,275
Trade notes payable ........ . 3,665 16,271
Other accrued eXpenses ........cocoevevcvvveeee 6,400 10,756
Notes payable .......ccocevvvviieiiiis 11,007 16,281
Current portion of long-term debt ..............~ ... 8,377 8,638
Other current liabilities .......ccccccceeeeeeee. L 180 254
Total current liabilities .......ccccoeeeeee. L 31,176 60,475
LONG-TERM LIABILITIES:
Senior borrowings .....cccoovvveeevvicieee 13,895 16,756
Other long-term liabilities ...........ccoeeec.. . L. 2,995 8,817

Total liabilities ......cccoovevveeeveeeeee 48,066 86,048
STOCKHOLDERS' EQUITY wooeiviviieieieeeieee e, 7,849 28,320
Total liabilities and stockholders' equity .. ... $ 55915 $ 114,368
The accompanying notes to unaudited condensed lieisal financial statements are an integral patth@se unaudited condensed

consolidated balance shee



AERA JAPAN LIMITED AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS
(IN THOUSANDS)

SIX-MONTH SIX-MONTH

PERIOD ENDED PERIOD ENDED

DECEMBER 31, DECEMBER 31,
2001 2000

SALES .o $ 20,601 $ 69,248
COSTOF SALES ..o 22,304 39,817
Gross (10sS) profit .c.coovceeevevvceeeee (1,703) 29,431
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES ...... ... 10,517 13,850
(LOSS) INCOME FROM OPERATIONS ....ccocoovvviiveees s (12,220) 15,581
OTHER INCOME, NET ..ccoviiiniiiiiiiciiceceenee i, 1,251 607

(LOSS) INCOME BEFORE INCOME TAXES w.covvvcevcvee e, (10,969) 16,188

PROVISION FOR INCOME TAXES ....ccocovvviinieee e, 4,492 6,419
(LOSS) INCOME BEFORE CUMULATIVE EFFECT
OF A CHANGE IN ACCOUNTING PRINCIPLE .......... ... (15,461) 9,769
Cumulative effect of a change in accounting prin ciple ... - (370)

NET (LOSS) INCOME ..oovvvvmommcvmcomcerece $ (15461) $ 9,399

The accompanying notes to unaudited condensed lidetsal financial statements are an integral phtth@se unaudited condensed
consolidated statements of operatic



AERA JAPAN LIMITED AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

SIX-MONTH SIX-MONTH
PERIOD ENDED PERIOD ENDED
DECEMBER 31, DECEMBER 31,

2001 2000

CASH FLOWS FROM OPERATING ACTIVITIES:

Net cash from operating activities ............. . ... $ (4,813) $ 600
INVESTING ACTIVITIES:

(Increase) decrease in time deposits, net ....... ... (138) 458

Purchase of property and equipment, net ......... ... (163) (988)

Proceeds from the cancellation of life insurance contracts .... 500 -

Net cash from investing activities .......... . ... 199 (530)

FINANCING ACTIVITIES:

Net decrease in short-term borrowings ........... ... (2,658) 876

Principal payments under capital lease obligation S eerrrrenens (464) (259)

Proceeds from issuance of long-term debt, net... ... 3,052 1,773

Payment of dividends ........ccccocoeeveveeeees (130) (155)

Net cash from financing activities ........... ... (200) 2,235

EFFECT OF EXCHANGE RATE CHANGES ON CASH

AND CASH EQUIVALENTS ...ooiiiiviiiiiieeieees e (574) 862
NET CHANGE IN CASH AND CASH EQUIVALENTS .....cc.... v (5,388) 3,167
CASH AND CASH EQUIVALENTS, BEGINNING OF

PERIOD ...ooviiiiiiiiiiieieeeeeeee e, 14,756 11,587
CASH AND CASH EQUIVALENTS, END OF PERIOD ...........  cicceeeeee $ 9368 $ 14,754

The accompanying notes to unaudited condensed lidetsal financial statements are an integral phtth@se unaudited condensed
consolidated statements of cash flo



AERA JAPAN LIMITED AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1. BASIS OF PRESENTATION AND MANAGEMENT OPINIO N

The accompanying unaudited condensed consolidatedde sheets and statements of operations andleashcontain all adjustments
necessary to present fairly the financial positéiera Japan Limited and Subsidiaries at DecerBheP001 and 2000, and the results of its
operations and cash flows for the six-month perentsed December 31, 2001 and 2000.

The condensed unaudited financial statements pegsérrein have been prepared in accordance vatmsftructions related to the
preparation of condensed interim financial stateasand do not include all the information and rdiselosures required by generally
accepted accounting principles. The financial statgts should be read in conjunction with the additgancial statements and notes thereto
contained in Exhibit 99.2.

The preparation of condensed consolidated finast@éments requires management to make certaimagss and assumptions that affect the
amounts reported and disclosed in the accompamygindensed consolidated financials statements. Atgalts could differ from those
estimates.

NOTE 2. SUBSEQUENT EVENTS

On January 18, 2002, the shareholders of Aeraabtd their Company ownership to the Japaneseidialog of Advanced Energy Industries,
Inc. (a Delaware corporation). The severance indgnon $3.73 million was paid in lump sum on Janua8, 2002 to Mr. Hisanori Aoyama,
the former shareholder and representative dirextdre Company, who terminated his appointmentanudry 18, 2002. The portion of its
benefits accrued through December 31, 2001 of $3illidn was accrued for and reflected as an o#teerued expense in the accompanying
consolidated balance sheet at December 31, 208Xhamremaining portion of approximately $12,00Gwharged to operations for the
subsequent perio



EXHIBIT 99.4
ADVANCED ENERGY AND AERA

UNAUDITED PRO FORMA COMBINED CONDENSED BALANCE SHEE T
(IN THOUSANDS)

ADVANCED
ENERGY AERA
DECEMBER 31, DECEMBER 31, PRO FORMA

2001 2001 ADJUSTMENTS PRO FORMA
ASSETS
CURRENT ASSETS:
Cash and cash equivalents ....................... . $81955 $ 9,368  $(45,000)(1) $ 46,323
Marketable securities .............cccceevinne . 190,023 1,219 - 191,242
Accounts receivable, net . 30,812 9,409 -- 40,221
Notes receivable -- trade .............c.c....... . - 3,055 - 3,055
Inventories, Net .........cocccveevinierennns . 45,248 17,921 - 63,169
Income tax receivable ...............ccoeueeeee. . 15,862 - -- 15,862
Other current assets .......ccccceevcveeeennnes . 15,378 334 -- 15,712
Total current assets ..........cceeeeeeneeee . 379,278 41,306 (45,000) 375,584
PROPERTY AND EQUIPMENT, net .......cccceevuvennnn. . 31,095 13,658 -- 44,753
OTHER ASSETS:
Goodwill and intangibles, net ................... . 23,072 - 37,151(2) 60,223
Deferred debt issuance costs .................... . 5,736 - - 5,736
11,014 951 - 11,965
$450,195 $ 55,915 $ (7,849) $ 498,261
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable ..............cceeeenieennnnn. . $10231 $ 1547 $ - $ 11,778
Trade notes payable ........ . - 3,665 - 3,665
Other accrued expenses . 14,263 6,400 -- 20,663
Notes payable .......cccccceeviiiiiiiiiiiiinns . -- 11,007 -- 11,007
Current portion of long-term debt ............... . 1,130 8,377 -- 9,507
Other current liabilities .............ccco...... . 3,211 180 - 3,391
Total current liabilities ................... . 28,835 31,176 - 60,011
LONG-TERM LIABILITIES:
Senior borrowings .....cccceveeeeeviiieiciiines . -- 13,895 -- 13,895
Convertible subordinated notes payable .......... . 206,600 -- - 206,600
Other long-term liabilities ..................... . 415 2,995 - 3,410
207,015 16,890 - 223,905
Total liabilities ..........ccceeereenen. . 235,850 48,066 - 283,916
STOCKHOLDERS' EQUITY ..cociiiiiiiiiiieiieee . 214,345 7,849 (7,849)(1) 214,345
Total liabilities and stockholders' equity .. .. $450,195 $ 55,915 $ (7,849) $ 498,261

The accompanying notes to unaudited pro forma coetbcondensed financial statements are an intpgrabf this unaudited pro forma
combined condensed balance sh



ADVANCED ENERGY AND AERA

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

ADVANCED
ENERGY AERA
YEAR ENDED  YEAR ENDED
DECEMBER 31, DECEMBER 31, PROFO RMA PRO FORMA
2001 2001 ADJUSTM ENTS COMBINED
....... $ 193,600 $ 69,793 $ - $ 263,393
....... 136,168 54,236 - 190,404

Gross profit c..coovvveevceeviiiiiicieeeee 57,432 15,557 - 72,989
OPERATING EXPENSES:

Research and development ........cccocovveveeeee L 45,151 1,800 - 46,951

Selling, general and administrative ............ . ... 45,306 23,919 2, 654(2) 71,879

Restructuring charges .......cccoccevvcvveeneeee . 3,070 - - 3,070

Impairment of goodwill, investments and advances ... 12,292 - - 12,292

Litigation reCoVery .....ccccoovvvevvvcvveneees (1,500) - - (1,500)

Total operating eXpPenses .....cccceveveevvees 104,319 25,719 2, 654 132,692
LOSS FROM OPERATIONS ....cocovvveciiceciceeeeee e, (46,887) (10,162) 2, 654) (59,703)
OTHER (EXPENSE) INCOME ....cocvovevvveiveveceee (2,078) 2,582 @, 800)(3) (1,296)

Net loss before income taxes and minority intere st.... (48,965) (7,580) (4, 454) (60,999)
(BENEFIT) PROVISION FOR INCOME TAXES ...ccccceeveee v (17,441) 8,987 (1, 860)(4) (10,314)
MINORITY INTERESTINNETLOSS ....coovvvvvvvveeeee. (145) - - (145)
NET LOSS oo $(31,379) $(16,567) $ (2, 594) $ (50,540)
BASIC LOSS PER SHARE ....cooovvvvvcvcvcveneee i, $ (0.99) $ (1.59)

DILUTED LOSS PER SHARE ...cooovvvcvmecvnccecee e, $ (0.99) $ (1.59)
BASIC WEIGHTED-AVERAGE COMMON SHARES

OUTSTANDING woooovvcvvvceeioeceecencenecee 31,712 31,712
DILUTED WEIGHTED-AVERAGE COMMON SHARES

OUTSTANDING oo, 31,712 32,712

The accompanying notes to unaudited pro forma coetbcondensed financial statements are an intpgradf this unaudited pro forma
combined condensed statement of operati



ADVANCED ENERGY AND AERA
NOTES TO UNAUDITED PRO FORMA COMBINED CONDENSED
FINANCIAL STATEMENTS

NOTE 1. BASIS OF PRESENTATION

The unaudited pro forma combined condensed bakimeet assumes that the business combination taok plecember 31, 2001, and
combined Aera's unaudited condensed consolidateddemsheet as of December 31, 2001 with Advanceddy's audited condensed
consolidated balance sheet as of December 31, Z0@lunaudited pro forma combined condensed statteofi@perations assumes the
business combination took place as of January@1,26nd combined Aera's unaudited condensed cdasadi statement of operations for the
twelve-month period ended December 31, 2001 withiahded Energy's audited condensed consolidatezhstat of operations for the
twelve-month period ended December 31, 2001.

There were no material transactions between AdvhRoergy and Aera during the period presented.
There are no material differences between the adic@upolicies of Advanced Energy and Aera.

The pro forma combined benefit for income taxes matyrepresent the amounts that would have resbldddAdvanced Energy and Aera fi
consolidated income tax returns for the period gumésd.

NOTE 2. PRO FORMA ADJUSTMENTS

The purchase price (cash paid and the fair valubeofiabilities assumed) was allocated based tiperestimated fair value of assets acquired
as of the purchase date of January 18, 2002. Th#pna purchase price allocation is based on AdedrEnergy's preliminary estimates of
the fair value of Aera’s assets, and is appligiédDecember 31, 2001 balance sheet of Aera. Torerefuch allocation may not reflect the
actual liabilities assumed and goodwill or othe¢angible assets that will result from the trangactiAdvanced Energy is awaiting additional
information related to the fair value of certaisets acquired and liabilities assumed. Managenmag dot expect the finalization of this
matter to have a material effect on the purchase pilocation.

(1) Adjustment to record the components of the lpase price -- Cash of approximately $44.0 millicasvpaid to the stockholders of Aera for
net assets of approximately $7.8 million. AdvanEegrgy also paid approximately $1 million in acdfies-related costs. The excess of
purchase price over the estimated fair value afnigible assets of approximately $37.2 million wiacated to non-amortizable goodwill and
amortizable identifiable intangibles, with approxitaly 50% to goodwill and 50% to intangibles.

(2) Adjustment to record amortization of intangible Advanced Energy estimated that the amortizaitdengibles have an average life of
approximately seven years. This adjustment reflecesyear of amortization of these intangibles.

(3) Adjustment to record effect on interest incatne to cash purchas@’he cash of approximately $45.0 million that istased to have bee¢
used to purchase Aera on January 1, 2001 genexppedximately $1.8 million of interest income in0A0to Advanced Energy when invested
as marketable securities. This adjustment is teease before-tax loss by this amount, based oashiemption of a 4% interest rate on the
investments.

(4) Adjustment to record income tax effect of othey forma income statement adjustments -- Advalkgestgy assumes that Aera's marginal
income tax rate is approximately 45% for intang#oheortization that would occur in Japan and appnaxely 37% for the assumed lost
interest income that would have occurred in the U.S
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