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PART |

ITEM 1. BUSINESS
GENERAL

We design, manufacture and support power conveesidrcontrol systems. These systems are imporampanents in industrial
manufacturing equipment that modifies surfacesepogits or etches thin film layers on computer shfDs, flat panel displays such as
computer screens, DVDs, windows, eyeglasses, pal&ls and other products. Our systems refine, fjnadd control the raw electrical
power from a utility and convert it into power thauniform and predictable. This allows manufaictyrequipment to produce and deposit
very thin films at an even thickness on a massescal

We market and sell our systems primarily to laayeginal equipment manufacturers of semicondudtat panel display, data storage and
other industrial thin film manufacturing equipmewte have sold our systems worldwide to more thahQBMs and directly to more than
500 end-users. Our principal customers include ikdp\aterials, Balzers, Eaton, Lam Research, Naselbingulus and ULVAC.

We seek to expand our product offerings and custérase. In August 1997 we acquired Tower Electyriitc. This acquisition expanded
our technology and customer base, and providedthste capability to design and manufacture posgarversion systems for use in
modems, non-impact printers, night vision goggles laser devices. Representative customers of gyssems include U.S. Robotics,
Videojet Systems International and ITT.

We achieved another step with additional technokgy new market penetration in September 1998 wigeacquired the assets of Fourth
State Technology, Inc. This acquisition provideduith the capability to design and manufacture peretated process control systems used
to monitor and analyze data in thin film processes.

In October 1998 we acquired RF Power Products, Witich designs, manufactures and markets radgquéecy (RF) power conversion and
control systems consisting of generators and magchétworks. This acquisition expanded our exispirgguct line of RF generators and
matching networks. Generators provide radio frequgrower and matching networks provide the powaw ftontrol to our customers'
equipment. We sell these products principally tmisenductor capital equipment manufacturers. We sédl similar systems to capital
equipment manufacturers in the flat panel display thin film disk media industries. We continueetglore applications for these product:
other industries.

In October 1999 we further expanded our range @dypet offerings when we acquired a majority owngrém LITMAS, in which we had
previously held a minority interest. LITMAS is a mdacturer of plasma gas abatement systems anedeiggity plasma
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sources for the semiconductor capital equipmenistrg.

Since inception we have sold over 175,000 powevesion and control systems. Sales to custometeisemiconductor capital equipment
industry constituted 49% of our sales in 1998 atfth6n 1999. We sell our systems primarily througflect sales personnel to customers in
the United States, Europe and Asia, and throughialisors and representatives in Australia, Chiang Kong, India, Israel, Italy, Mexico,
Singapore, Sweden and Turkey. International saeesented 28% of our sales in 1998 and 29% in.1999

DEVELOPMENT OF COMPANY BUSINESS

We incorporated in Colorado in 1981 and reincorfeatan Delaware in 1995. In 1995 we effected thiainpublic offering of our Common
Stock. As used in this Form 10-K, references tovated Energy" refer to Advanced Energy Industtigs, and references to "we", "us", or
"our" refer to Advanced Energy and its consolidatedsidiaries. Our principal executive offices la@ated at 1625 Sharp Point Drive, Fort

Collins, Colorado 80525, and our telephone numb8&i70D-221-4670.
PRODUCTS

Our switchmode power conversion and control systeave enabled our customers to develop new plassadiprocessing applications. In
1982 we introduced our first low-frequency switchdagower conversion and control system specifiaidisigned for use in plasma
processes. In 1983 we introduced our first directemt (DC) system designed for use in physicabvaleposition (PVD) applications. This
DC system is a compact, cost-effective power soytivhich greatly reduces stored energy, a majatdition in PVD systems. In 1989 we
introduced tuners used to match the characterisfittee plasma with the RF generators. We cartieslitheme further in 1995 when we
introduced the Pinnacle series of DC systems. 8018e introduced the first switthmode RF power @swn and control systems for use in
semiconductor etch applications. This product éinkieved significant design wins because of itsliemsize and its ability to provide more
precise control. In 1998 we developed the APEXesenf RF systems, which use new technology to éumbduce size and extend the
frequency and power range of our RF product line.iftroduced a family of accessories for the DQpot line in 1993. These pulsed DC
products provided major improvements in arc preeanand suppression. We are currently extendingptiveer range of our systems to much
higher power levels to enable them to supply pr&glfar emerging industrial applications. The prdadun these product families range in
price from $1,500 to $170,000, with an averageepoitapproximately $9,200.

The acquisition of the assets of MIK Physics, Incl997 provided the base technology for our rdgentroduced Astral products, which are
high-power DC systems used in PVD process equipranpart of this acquisition, several technolagist
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familiar with ion sources joined us and, togethé&hwa technology transfer agreement, provided ub & initial design of ion sources suite
for cleaning, deposition and etching processeslaiasmospheric pressures. These products are useéfidustrial applications and in the data
storage area.

The acquisition of Tower in 1997 expanded our pobdine to include low-power DC power conversiostgns for use in
telecommunications and other industrial applicatiorhese power conversion systems range in power $0 watts to 600 watts and have an
average selling price of approximately $500.

The acquisition of RF Power Products in 1998 expdrmlr product line of RF generators and matchatgorks. Solid-state generators are
presently available for power requirements of up,800 watts and are sold primarily to capital pquent manufacturers in the semicondu
equipment, flat panel display, thin film and analgt equipment markets. Tube-type generators aaéadle at power levels from 10,000 to
30,000 watts and are sold primarily to capital pmént manufacturers in the thin film head manufactumarket. RF matching networks are
systems composed primarily of variable inductord eepacitors with application-specific circuitsttban be designed to a customer's specific
power requirements. Our RF generators and matatehgorks have average selling prices similar to@@rproducts.

The acquisition of Fourth State Technology in 1888anced our capability to design and manufactéredver-related process control
systems used to monitor and analyze data in tiimgdrocesses. This technology also is enabling @evelop power conversion and control
systems that incorporate advanced measuremenbpatlcsystems.

The acquisition of a majority interest in LITMAS 1999 expanded our product line to include plash@eament systems and high-density
plasma sources. We market these products to sechictor capital equipment manufacturers.

The following chart sets forth our principal protllines and related basic information:
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DIRECT CURRENT PRODUCTS

THE MDX SERIES. We introduced our MDX series of gugts in 1983. These products are most commonly as®C power supplies for
PVD sputtering where precise control, superioraeyvention and suppression and low stored energgacteristics are required. They are
used as bias supplies for RF sputtering, tool ngaand some etching systems. The MDX series cansigtix different product lines that
provide a range of power levels from 500W to 120kK3Wr second generation product, the MDX Il, wasodticed in 1991 to support higher
power levels, to provide wider output range, antheet strict European regulatory requirements. Aehn the MDX series, the MDX-L,
was designed for especially high reliability andsvirstroduced in 1992.

THE PINNACLE(TM) PLATFORM. The Pinnacle platforrmtroduced in 1995, is the most recent platformhanDC product line. We
developed the Pinnacle primarily for use in DC P¥ibittering processes, and it provides substantigldvements in arc prevention, arc
suppression capability, reduced size, higher piatiznd expanded control capability. The low stardrgy of Pinnacle, a basic feature of
DC power conversion equipment, is the lowest echieaved in a switchmode power supply, and is dudegatented basic circuit topology.

THE PINNACLE(TM) PLUS PLATFORM. This platform, intduced in 1999, is a pulsed DC power system degigriacipally for use in
reactive sputtering to produce insulating filmdgsltapable of producing 6kW of power in short pslat frequencies up to 350kHz, for virtual
elimination of arcing in difficult processes.

SPARC-LE(R) ACCESSORIES. Our Sparc-le line of DCemsories, introduced in 1993, is designed botadace the number of arcs that
occur in plasma-based processes and to reduce¢ngyedelivered if arcs do occur. The Sparc-le seoges are especially effective in
applications involving the deposition of insulatimgterials where the reaction between the plasmdaaget is likely to produce more severe
arc conditions. The Sparc-le accessories are noostnonly used with the MDX product lines.

ELECTROSTATIC CHUCK POWER SYSTEMS. We designed #yistem of power conversion units for a specifistomer for use in wafer
handling systems for the semiconductor fabricati@mket. The electrostatic chuck is a device thas wdectric fields to hold or "chuck" a
wafer in a vacuum environment without mechanicédiing force. This permits more gentle handlingh# tvafer and simultaneous heating or
cooling of the wafer during processing. When ourgosystem applies voltage to the wafer, electeid$ are created which hold the wafer in
position. Exact control and careful ramping of Wodtage permits the wafer to be picked and placild precision. The system permits
multiple power units to be held in a single chagsiase of integration into the customer's system
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HIGH-POWER PRODUCTS
These products are designed for use in heavy indugtocesses such as architectural glass and lattye area coating applications.

ASTRAL(TM) PRODUCTS. The Astral products, made Bk®/, 120kW and 200kW versions, offer a new techgplaalled "current pulsed
dual magnetron sputtering.” These units are usedeeelopment of coatings for CRT and flat pansptiiys, automotive applications and 1
types of glass coatings.

CRYSTAL(TM). The Crystal 180kW power conversion tmas developed for use in industrial PVD applimasi such as architectural glass
coating, but is also useful in PECVD (Plasma Enkdrichemical Vapor Deposition). The latter may bedusr deposition of oxygen- and
water-vapor-barrier coatings on films used in fpagkaging. In PVD the unit is typically used asoavering source for a pair of magnetron
sputtering sources in the "dual” configuration ireactive sputtering system.

LOW AND MID-FREQUENCY PRODUCTS

THE PE AND PD SERIES. We introduced the PE low fiexacy power systems in 1982. The PE series systerar cooled and primarily
intended for use in certain PVD, CVD and industsiaiface modification applications, including daathode sputtering and printed circuit
board de-smearing. The PE series systems rangeguency from 25kHz to 100kHz. The PE-II systenesveater cooled and produce 10kW
at 40kHz. The PD series of mid-frequency power ession and control systems, introduced in 1990:esmted significant technological
advancements by applying switchmode technique&ttehfrequencies. The water-cooled PD systemsisad primarily in semiconductor
etch and CVD applications. The PD series rangeeiquiency from 275kHz to 400kHz. Both the PE andsBfies systems have cost-effective
single-stage power generation, and include systeithspulsed power technology.

LF GENERATORS. The LF low-frequency generators wietduced to us as a result of the acquisitioRBfPower Products. The LF-5is a
500W unit and the LF-10 is a 1kW unit. Both of themits are variable-frequency, microprocessmtrolled systems. With a frequency ra
extending from 50kHz to 460kHz, these generatasaagood complement to the PD and PE series.

RADIO FREQUENCY PRODUCTS

HFV POWER GENERATOR. The HFV power generator predu8, 5, or 8kW of power at a variable frequencglmiut 2MHz for powering
inductively coupled plasma (ICP) systems. It isavaboled and ultra compact, providing up to 8kWaiver in a 5-1/4 inch rack mount
enclosure 20-1/4 inches deep, thereby represetitinbighest power density in the industry at tHfesguencies.
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THE RF SERIES. The RFX system is a 13.56MHz, 608Wcooled platform introduced in 1985. This lowwsr system is used primarily in
research and development applications. The RFQR&XdI, introduced in the early 1990s, are waterledgower conversion and control
systems utilizing a hybrid switchmode technologhie RFG and RFXII systems operate at frequenciagirgrirom 4MHz to 13.56MHz.
These systems were the first fully switchmode Rsigies. These RF systems are most commonly useiitenductor processes, including
RF sputtering, plasma etching/deposition and readtin etching applications.

During 1998 we developed the APEX series of poveaitrol and conversion systems, which have the Isighewer density ever produced at
radio frequencies. One APEX unit produces 10kW3a68MHz in a 5-1/4 inch rack mount enclosure. AotAPEX unit produces 5.5kW in
a 5x7.5x15 inch enclosure, and still another predul8kW in the same enclosure but includes a switehaatching network and a voltage-
current (V1) probe measurement system integrated in the geckiche APEX line also includes power conversiateys that produce 1, 2
and 8kW at 27.12MHz.

The RF-5, RF-10, RF-20, and RF-30 units generateepbetween 500W and 3kW. These units are availhl&.56 and 27.12MHz. These
units are being replaced in new applications wiitheg the Atlas or APEX power systems.

THE ATLAS(TM) SERIES. We introduced the Atlas povggistems in 1998. These systems currently rangevirer from 1.5kW to 5kW at
nominal frequencies of 13.56 and 27.12MHz. Thests womplement our new APEX series. For a numbeapgplications, the ability to swe

the frequency about the nominal center frequenoyiges significant advantages to the customer. l@icustomer can choose to have either
the compact package of the fixed-frequency APEXuere required, the frequency agility of the Atlgstems.

THE HERCULES(TM) SERIES. We introduced the new Hiégs series in 1998. These power generation sysimge in power from 10kW
to 30kW at 13.56 and 27.12MHz. These units emplegla state front end with tube technology for kigh-power output stage.

THE AZX SERIES. The AZX series tuners are RF matghietworks designed as accessories to match thplew electrical characteristics
of a plasma to the requirements of our RF serigguwafer conversion and control systems. AZX tunietspduced in 1989, are also sold
separately for incorporation into other vendorsvpoconversion and control systems. The AZX tumgpgally operate at a 13.56MHz
frequency range. The VZX series tuners, introdunei®98, are digital automatic impedance matchigigvorks which utilize a predictive
algorithm to provide tuning speeds up to three sifissster than the older AZX series. SwitchMatch(Tidjworks, also introduced by us in
1998, are selectable fixed matching units, whicloffer both as part of APEX systems and as stanégbooducts.
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THE MATCHING NETWORK SERIES. The mechanical matahimetworks are available in power handling capidsiup to 30kW. These
matching networks are extremely compact, utilizing ceramic envelope vacuum variable capacitors.mbdular construction of the
matching networks allows rapid customization withitne delays usually encountered in custom deSgte most applications require
custom refinements for optimum performance, thidifee has benefited us greatly in achieving nunsedasign wins. In 1998, we introduced
the FTMS (Frequency Transformation Matching Systemmjch is a solid state matching network with noving parts. We use this system in
conjunction with our Atlas generators. The FTM3vsilable in power levels up to 5kW.

ION BEAM SOURCES

PLASMA SOURCES. We introduced our ion sources adaictively coupled plasma (ICP) sources produci9®8. Several versions of the
ion sources product include a 12cm round sourcéhidmagnetic media and optical markets as wdihaar sources up to one meter long for
applications in the flat panel display and archiiesd glass markets. The ICP product rounds oufahsly of products, allowing us access to
reactive deposition and cleaning applications wi@reenergy is critical to prevent substrate dam&yth products feature high reliability,
low maintenance designs, and are well suited fidégmanding environments in today's productiorifias.

OTHER PRODUCTS

THE RF-EP END-POINT DETECTION SYSTEM. The RF-EPueds length of time to end-point on CVD and etcanchers in comparison
to optical detection. This system uses one of teigeals (voltage, current or phase) to precisetyaccurately detect end-point. The RF-EP
also greatly reduces the level of greenhouse emmsdiy consuming less process gas.

THE Z-SCAN(TM) VOLTAGE-CURRENT (V-1) PROBE. This ut first delivered in 1998, replaces the RFZ imgece probe introduced in
1993. Z-Scan measures the RF properties of a plpspeass and provides condensed information thrdsgtrWare software. The sensing
technology incorporated in Z-Scan probe allows eatey real-time measurement of power, voltage ettirand impedance levels at both
fundamental and harmonic frequencies, under aptmakred process conditions. Such measurementstyohelp our customers design their
process systems, but are also used as sensiteetalst of process conditions, including etch enalpoi

THE RF-MS DIAGNOSTIC SYSTEM. The RF-MS simultanelyuserforms endpoint and excursion detection foitipie CVD chambers.
Additionally, the system's software monitors thegderm transients in the process tool performanoh as wet clean and transition in the
film stress. The RF-MS has demonstrated significast savings through improved wafer yields, redyzarticle contamination and higher
throughput.
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THE ID SERIES. The ID power conversion and conggatems, introduced in 1981, were the first prosluwet designed. These systems were
specifically designed to power broad-beam ion sesirtD series systems are composed of a coordisateaf multiple special purpose power
supplies that are used for ion-beam depositionspaittering, implantation, etching and milling.

THE E'WAVE(TM). The E'Wave is designed for the seamiductor industry for electroplating copper ontwader. The power supply can
produce up to four channels of multi-step, bipadayare waveforms. Each channel can produce 400\ihoous and up to 2kW peak, for a
total supply output of 1.6kW continuous and 8kWlpea

MARKETS AND CUSTOMERS
MARKETS

Most of our sales historically have been to custsnrethe semiconductor capital equipment indusajes to customers in this industry
represented 49% of our sales 1998 and 61% in X39Opower conversion and control systems are aed in the flat panel display, data
storage and other industrial markets. Following @iscussion of the major markets for our systems:

SEMICONDUCTOR CAPITAL EQUIPMENT MANUFACTURING MARKHE. We sell our products primarily to semiconductapital
equipment manufacturers for incorporation into pment used to make integrated circuits. Our pradait currently used in a variety of
applications including deposition, etch, ion impgkgion, photo-resist strip and megasonic cleaniing precise control over plasma-based
processes that use our power conversion and cayst#ms enables the production of integrated itsrevith reduced feature sizes and
increased speed and performance. We anticipatéhgaaemiconductor capital equipment industry weihtinue to be a substantial part of our
business for the foreseeable future.

DATA STORAGE MANUFACTURING EQUIPMENT MARKETS. We ab sell systems to data storage equipment manuvéastand to

data storage device manufacturers for use in pinducvariety of products, including CDs, computard disks, including both media and
thin film heads, CD-ROMs and DVDs. These produsts a PVD process to produce optical and magnetiditin layers, as well as a
protective wear layer. In this market the trenddods higher recording densities is driving the dednf@r increasingly dense, thinner and
more precise films. The use of equipment incorpogainagnetic media to store analog and digital datainues to expand with the growth of
the laptop, desktop and workstation computer marfetl the consumer electronics audio and videoetsark

FLAT PANEL DISPLAY MANUFACTURING EQUIPMENT MARKET.We also sell our systems to manufacturers of fiatgbdisplays
and flat panel projection devices, which have
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fabrication processes similar to those employedamufacturing integrated circuits. Flat panel tetbgy produces bright, sharp, large, color-
rich images on flat screens for products ranginghfhand-held computer games to laptop and desktmpoater monitors to large-screen
televisions. There are three major types of flatgbaisplays, including liquid crystal displayslfi emitter displays and gas plasma displays.
There are two types of flat panel projection desjdecluding liquid crystal projection and digitaicro-mirror displays. We sell our products
to all five of these markets.

EMERGING MARKETS. We also sell our products to OE&sl producers of end products in a variety of #tdal markets. Thin film

optical coatings are used in the manufacture ofyniadustrial products including solar panels, attural glass, eyeglasses, lenses, barcode
readers and front surface mirrors. Thin films @frdond-like coatings and other materials are cugreqpplied to products in plasma-based
processes to strengthen and harden surfaces omliseche products as tools, razor blades, automgi@rts and hip joint replacements. Other
thin film processes that use our products also lerealariety of industrial packaging applicatiosigsch as decorative wrapping and food
packaging. The advanced thin film production preessllow precise control of various optical anggital properties, including color,
transparency and electrical and thermal condugtifihe improved adhesion and high film quality féeg from plasma-based processing
make it the preferred method of applying the tiilimg. Many of these thin film industrial applicati® require power levels substantially
greater than those used in our other markets.

We sell low-wattage power supplies to OEMs in #dledcommunications, non-impact printing and laserkets through Tower. For example,
Tower provides products to the largest manufactof@on-impact printers used for printing date codad lot information on beverage cans.

APPLICATIONS

We have sold our products for use in connectioh e following processes and applications:

SEMICONDUCTOR DATA STORAGE FLAT PANEL DISPLAY EMERGING
Chemical vapor deposition ~ CD-ROMs Active matrix LCDs Automobile coatings
(CVD)(metal and CDs Digital micro-mirror Chemical, physical and materials
dielectric) research
Etch DVDs Field emission Circuit board etch-bac k and
displays de-smear
High density plasma CVD Hard disk carbon wea r  Large flat panel ~ Consumer product coati ngs
coatings displays
lon implantation Hard disk magnetic m edia LCD projection Diamond-like coatings
Magnet field controls Magneto-optic CDs Liquid crystal Food package coatings
displays
Megasonic cleaning Recordable CDs Medical applications Glass coatings
Photo-resist stripping Thin film heads Plasma displays Non-impact printing
Physical vapor deposition Optical coatings
(PVD)
Plasma-enhanced CVD Photovoltaics
Superconductors

Telecommunications
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CUSTOMERS

We have sold our systems worldwide to more thanQBMs and directly to more than 500 emgkrs. Since inception we have sold more
175,000 power conversion and control systems. @utargest customers accounted for 67% of our satlals in 1997, 62% in 1998 and 68%
in 1999. We expect that sales of our products égeafrten customers will continue to account forgh percentage of our sales in the
foreseeable future. Representative customers iaclud

Alcatel Comptech Mat tson Technologies
Applied Materials Mot orola

Balzers Nov ellus

CVC Products Opt ical Coating Laboratory
Eaton Pla smaTherm

First Light Technology Sin gulus

Fujitsu Son y
Hewlett-Packard Spu ttered Films

IBM Tex as Instruments
Intevac 3Co m

Komag ULv AC

Lam Research Ver teq

Materials Research Division of Tokyo Vid eojet International

Electron, Ltd.

MARKETING, SALES AND SERVICE

We sell our systems primarily through direct sglessonnel to customers in the United States, EuaodeAsia. Our sales personnel are
located at our headquarters in Fort Collins, Calorand in regional sales offices in Voorhees, Nevsey; Austin, Texas; Milpitas,
California; and Concord, Massachusetts. To sergeouers in Asia and Europe, we have offices in Doldapan; Filderstadt, Germany;
Bicester, England; Bundang, South Korea; and Taifgivan. These offices have primary responsibftitysales in their respective markets.
We also have distributors and representatives stralia, China, Hong Kong, India, Israel, Italy, ¥tgo, Singapore, Sweden and Turkey.
Tower, which is located in Fridley, Minnesota, se¢lirough direct sales personnel and manufactusm®sentatives.

Sales outside the United States represented apmatedy 23% of our total sales during 1997, 28%988 and 29% in 1999. We expect sales
outside the United States to continue to represaignificant portion of future sales. Although heve not experienced any significant
difficulties involving international sales, sucHesaare subject to certain risks, including expegarcurrency fluctuations, the imposition of
governmental controls, political and economic ib8ity, trade restrictions, changes in tariffs @ages and longer payment cycles typically
associated with international sales. Our futuréguerance will depend, in part, upon our abilityclmmpete successfully in Japan, one of the
largest markets for semiconductor fabrication eouéipt and flat panel display equipment, and a mapnket for data storage and other
industrial equipment utilizing our systems. Thealsgse market has historically been difficult fonno
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Japanese companies to penetrate. Although we aathber of our significant non-Japanese customers bstablished operations in Japan,
there can be no assurance that we or our custasilelse able to maintain or improve our competitp@sitions in Japan.

We believe that customer service and technical aiigpe important competitive factors and are esseio building and maintaining close,
long-term relationships with our customers. We rrsaincustomer service offices in Fort Collins, Galto; Austin, Texas; Voorhees, New
Jersey; Milpitas, California; Tokyo, Japan; Fildadt, Germany; Bundang, South Korea; and Taipéidm Tower maintains a customer

service office in Fridley, Minnesota.

We offer warranty coverage for our systems forqusiranging from 12 to 24 months after shipmeniregaefects in design, materials and
workmanship.

MANUFACTURING

We conduct the majority of our manufacturing ailfaes in Fort Collins, Colorado, and Voorhees viNgdersey. We also conduct
manufacturing for one customer in Austin, Texaswv&oconducts manufacturing at its facility in Feg] Minnesota. We generally
manufacture different systems at each facility. @anufacturing activities consist of the assembly gsting of components and
subassemblies, which are then integrated intoinaf products. Once final testing of all electrieald electro-mechanical subassemblies is
completed, the final product is subjected to aeseoff reliability enhancing operations prior tophent to customers. We purchase a wide
range of electronic, mechanical and electrical comemts, some of which are designed to our spetidita We outsource some of our
subassembly work.

We rely on sole and limited source suppliers fotaie parts and subassemblies. This reliance @eapstential inability to obtain an adeqt
supply of required components, and reduced cootret pricing and timing of delivery of componers inability to obtain adequate
supplies would require us to seek alternative ssiof supply or might require us to redesign ostesys to accommodate different
components or subassemblies. We could be prevéwoiadhe timely shipping of our systems to our oustrs if we were forced to seek
alternative sources of supply, manufacture suchpom®@nts or subassemblies internally, or redesigrsyastems.

INTELLECTUAL PROPERTY

We have a policy of seeking patents on inventiangegning new products or technologies as part obogoing research, development, and
manufacturing activities. We currently hold tweffitye United States patents and four foreign pateatering various aspects of our prodt
and have over forty patent applications pendinidpén
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United States, Europe and Japan. We believe tragidorof our patents generally exceeds the lifdesyof the technologies disclosed and
claimed therein. No assurance can be given thapat@nts will be sufficiently broad to protect deichnology, or that any existing or future
patents will not be challenged, invalidated or winwented, or that the rights granted thereundémnalvide meaningful competitive
advantages to us. Any of such events could havatarial adverse effect on our business, finan@abiion and results of operations.

Although we have not been notified that any of praducts have infringed any patents or proprietafyts of others, there can be no
assurance that such infringements do not existilbnet occur in the future. Litigation may be nasary in the future to enforce patents iss
to us, to protect trade secrets or know-how ownedd) to defend us against claimed infringemerihefrights of others or to determine the
scope and validity of the proprietary rights ofath Any such litigation could result in substantiast and diversion of effort by us, which
could have a material adverse effect on our busjrd#mncial condition and results of operationar&bver, adverse determinations in such
litigation could result in our loss of proprietaights, subject us to significant liabilities tarthparties, require us to seek licenses from third
parties, or prevent us from manufacturing or sglthr products. Such determinations could havetanmahadverse effect on our business,
financial condition and results of operations.

COMPETITION

The markets we serve are highly competitive andacttarized by ongoing technological development@rahging customer requirements.
Significant competitive factors in our markets ¢ product performance, price, quality and reliigband level of customer service and
support. We believe that we currently compete éiffety with respect to these factors, although ¢hean be no assurance that we will be able
to compete effectively in the future.

The markets in which we compete have seen an iselieaglobal competition, especially from Japanase- European-based equipment
vendors. We have several foreign and domestic ctitopefor each of our product lines. Some of thesepetitors are larger and have gre
resources than we have. Our ability to continueoimpete successfully in these markets dependsroabdity to make timely introductions
system enhancements and new products. Our prinoanpetitors are ENI, a subsidiary of Astec (BSR) plpplied Science and Technology
(ASTeX), Huettinger, Shindingen, Kyosan, Comdel Bahen. Our competitors are expected to continumprove the design and
performance of their systems and to introduce ngstess with competitive performance characteristi¢s believe we will be required to
maintain a high level of investment in research dekelopment and sales and marketing in ordembaire competitive.
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OPERATING SEGMENT
We operate and manage our business of supplyingmpoonversion and control systems as one segment.
RESEARCH AND DEVELOPMENT

The market for power conversion and control systantsrelated accessories is characterized by oggeahnological changes. We believe
that continued and timely development of new préglacd enhancements to existing systems to suPitivt requirements is necessary for
us to maintain a competitive position in the maskee serve. Accordingly, we devote a significantipa of our personnel and financial
resources to research and development projectsesidio maintain close relationships with our cugis and other industry leaders to
remain responsive to their product requirements.

Research and development expenses were $19.3miillib997, $23.8 million in 1998 and $26.5 millizn1999. Such expenses represented
11.0% of our total sales in 1997, 19.1% in 1998 Hhd% in 1999. We believe that continued reseanthdevelopment investment and
ongoing development of new products are essentidle expansion of our markets, and expect to eoatio make significant investments in
research and development activities.

NUMBER OF EMPLOYEES

At December 31, 1999, we had a total of 1,090 eyg@e, of whom 922 are full-time continuous emplsy&éere is no union representation
of our employees, and we have never experienceatla stoppage. We utilize temporary employees agansto provide additional staff
while reviewing the performance of the temporarnptayee. We consider our employee relations to loelgo

EFFECTS OF ENVIRONMENTAL LAWS
We are subject to federal, state and local enviertal laws and regulations. We are in compliandd ali such laws and regulations.
CAUTIONARY STATEMENTS - RISK FACTORS

This Form 10-K contains, in addition to historigdlormation, forward-looking statements, within tireaning of Section 27A of the
Securities Act of 1933, as amended, and Sectiono2ilie Securities Exchange Act of 1934, as amenadexample,
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statements relating to our beliefs, expectatioms@ans are forward-looking statements, as arersiats that certain actions, conditions or
circumstances will continue. Forward-looking sta¢eis involve risks and uncertainties. As a resuit,actual results may differ materially
from the results discussed in the forward-lookitadesnents. Factors that could cause or contrilouseith differences or prove any forward-
looking statements, by hindsight, to be overly mgtic or unachievable, include, but are not limite the risks described in this section. We
do not have any obligation to update publicly amard-looking statements, whether as a resuleaf mformation, future events or
otherwise.

OUR QUARTERLY OPERATING RESULTS ARE SUBJECT TO SIGNCANT FLUCTUATIONS, WHICH COULD NEGATIVELY
IMPACT OUR FINANCIAL CONDITION, RESULTS OF OPERATINS AND STOCK PRICE.

Our quarterly operating results have fluctuatedaisicantly and we expect them to continue to exgece significant fluctuations. Downward
fluctuations in our quarterly results have histallicresulted in decreases in the price of our comistock. Quarterly operating results are
affected by a variety of factors, many of which begyond our control. These factors include:

o changes or slowdowns in economic conditions énsémiconductor and semiconductor capital equipineiistries and other industries in
which our customers operate;

o the timing and nature of orders placed by majstamers;

o customer cancellations of previously placed aréed shipment delays;
0 pricing competition from our competitors;

o0 component shortages resulting in manufacturingyde

o changes in customers' inventory management peagti

o the introduction of new products by us or our petitors; and

o costs incurred by responding to specific featagpests by customers.

In addition, companies in the semiconductor cagitplipment industry and other electronics compagwggrience pressure to reduce costs.
Our customers exert pressure on us to reduce pshegen delivery times and extend payment tefinese pressures could lead to signifi
changes in our operating results from quarter tortgu.

In the past, we have incurred charges and costteceto events such as acquisitions, restructanagstorm damages. The occurrence of
similar events in the future could adversely affaat operating results in the applicable quarter.
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Our operating results in one or more future quaneay fall below the expectations of analysts awestors. In those circumstances, the
trading price of our common stock would likely desse and, as a result, any trading price of theestible notes may decrease.

THE SEMICONDUCTOR AND SEMICONDUCTOR CAPITAL EQUIPMYT INDUSTRIES ARE HIGHLY VOLATILE AND OUR
OPERATING RESULTS ARE AFFECTED TO A LARGE EXTENT BEVENTS IN THOSE INDUSTRIES.

The semiconductor industry historically has beeyhlyi volatile and has experienced periods of oygsiuresulting in significantly reduced
demand for semiconductor fabrication equipmentciimcludes our systems. During downturns, somauoitustomers have drastically
reduced their orders to us and have implementestautial cost reduction programs. Sales to custetinghe semiconductor capital
equipment industry accounted for 59% of our totdésin 1997, 49% in 1998 and 61% in 1999. We edxibeat we will continue to depend
significantly on the semiconductor and semiconducapital equipment industries for the foreseeéltiere.

A rapid decrease in demand for our products canragith limited advance notice because we supphsgstems to equipment manufacturers
and make a substantial proportion of our shipmenta just-in-time basis. This decrease in demandadaersely impact our business and
financial results disproportionately because ofitanticipated nature.

A SIGNIFICANT PORTION OF OUR SALES ARE CONCENTRATED AMONG A FEW CUSTOMERS.

Our four largest customers accounted for 51% oftotad sales in 1997, 47% in 1998 and 53% in 199@. largest customer accounted for
31% of our total sales in 1997, 23% in 1998 and 32%999. The loss of any of these customers oagrial reduction in any of their
purchase orders would have a material adverseteffecur business, financial condition and resoifitgperations.

THE MARKETS IN WHICH WE OPERATE ARE HIGHLY COMPETIT IVE.

We face substantial competition, primarily fromaddished companies, some of which have greatendial marketing and technical
resources than we do. Our primary competitors &tk & subsidiary of Astec (BSR) plc, Applied Scierand Technology (ASTeX),
Huettinger, Shindingen, Kyosan, Comdel and Dail@a.expect that our competitors will continue toelep new products in direct
competition with ours, improve the design and panfance of their systems and introduce new systeithsemhanced performance
characteristics.

To remain competitive, we need to continue to imprand expand our systems and system offeringaldition, we need to maintain a high
level of investment in research and developmentexipéind our sales and marketing efforts, partibutautside of the
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United States. We may not be able to make the tdopital advances and investments necessary tamarompetitive.

New products developed by competitors or more iefficporoduction of their products could increasespure on the pricing of our systems
addition, electronics companies, including compsainiehe semiconductor capital equipment industaye been facing pressure to reduce
costs. Either of these factors may require us tkenséggnificant price reductions to avoid losingensl Further, our current and prospective
customers consistently exert pressure on us torlpviees, shorten delivery times and improve thgabdity of our systems. Failure to
respond adequately to such pressures could resalioiss of customers or orders.

WE MAY NOT BE ABLE TO INTEGRATE OUR ACQUISITIONS.

We have experienced significant growth through &gtjons and continue to actively pursue acquisitigportunities. Our acquisitions to d
generally have been in markets in which we havédignexperience. We may not be able to competeesséally in these markets or might
not be able to operate the acquired businesseseetfly. Our business and results of operationsdcbe adversely affected if integrating these
acquisitions results in substantial costs, delayatlwer operational or financial problems.

Future acquisitions could place additional strairoar operations and management. Our ability toagariuture acquisitions will depend on
our success in:

o evaluating new markets and investments;

0 monitoring operations;

o controlling costs;

0 integrating acquired operations and personnel;

0 maintaining effective quality controls; and

o expanding our internal management, technicalaaedunting systems.

Also, in connection with future acquisitions we niggue equity securities, which could be dilutimeur debt, recognize substantial one-time
expenses or create goodwill or other intangibletsthat could result in significant amortizatioqpense.

WE ARE GROWING AND MAY BE UNABLE TO MANAGE OUR GROW TH EFFECTIVELY.

We have been experiencing a period of growth apamsion. This growth and expansion is placing §icanit demands on our management
and our operating systems. We need to continuapoave and expand our management, operations aawlcial systems, procedures and
controls, including accounting and other internahaigement
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systems, quality control, delivery and service taljiges.

In order to manage our growth, we may also neesghémd significant amounts of cash to:
o fund increases in expenses;

0 acquire additional facilities and equipment;

o take advantage of unanticipated opportunitiesh st major strategic alliances or other speciaketi;mg opportunities, acquisitions of
complementary businesses or assets, or the develdgmhnew products; or

o otherwise respond to unanticipated developmentsmpetitive pressures.

If we do not have enough cash on hand, cash gewdkiraim our operations or cash available underceedit facility to meet these cash
requirements, we will need to seek alternative seasiof financing to carry out our growth and opatastrategies. We may not be able to
raise needed cash on terms acceptable to usatir Binancings may be on terms that are dilutiveatentially dilutive. If alternative sources
of financing are required but are insufficient oauailable, we will be required to modify our grémand operating plans to the extent of
available funding.

SHORTAGES OF COMPONENTS NECESSARY FOR OUR PRODUCT ASSEMBLY CAN DELAY OUR SHIPMENTS.

Manufacturing our power conversion and control eyt requires numerous electronic components. Dragnraiwth in the electronics
industry has significantly increased demand fos¢heomponents. This demand has resulted in pesbditages and allocations of needed
components, and we expect to experience additgir@atages and allocations from time to time. Slyaszand allocations could cause
shipping delays for our systems, adversely affgobiar results of operations. Shipping delays atsddcdamage our relationships with curr
and prospective customers.

OUR DEPENDENCE ON SOLE AND LIMITED SOURCE SUPPLIERS COULD AFFECT OUR ABILITY TO MANUFACTURE
PRODUCTS AND SYSTEMS.

We rely on sole and limited source suppliers fane®f our components and subassemblies that d@i@akto the manufacturing of our
systems. This reliance involves several risks uidiclg the following:

o the potential inability to obtain an adequatepbyipf required components;
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o reduced control over pricing and timing of detiwef components; and
o the potential inability of our suppliers to deMeltechnologically advanced products to supportgpawth and development of new systems.

We believe that in time we could obtain and quadiernative sources for most sole and limited seyrarts or could manufacture the parts
ourselves. Seeking alternative sources or commaericiarnal manufacture of the parts could requéréouredesign our systems, resulting in
increased costs and likely shipping delays. We beaynable to manufacture the parts internally des@n our systems, which could resul
further costs and shipping delays. These increessi$ would decrease our profit margins if we caudtipass the costs to our customers.
Further, shipping delays could damage our relatigmsswith current and potential customers and lzar@aterial adverse effect on our
business and results of operations.

WE ARE HIGHLY DEPENDENT ON OUR INTELLECTUAL PROPERT Y BUT MAY NOT BE ABLE TO PROTECT IT
ADEQUATELY.

Our success depends in part on our proprietanyntdogy. We attempt to protect our intellectual prayp rights through patents and non-
disclosure agreements. However, we might not be tabprotect our technology, and competitors mighaible to develop similar technology
independently. In addition, the laws of certaireign countries might not afford our intellectuabperty the same protection as do the laws of
the United States. For example, our intellectuapprty is not protected by patents in several agesin which we do business, and we have
limited patent protection in certain other courdri€he costs of applying for patents in foreignraaes and translating the applications into
foreign languages require us to select carefullyitiventions for which we apply for patent protestand the countries in which we seek such
protection. Generally, we have concentrated ounrtsfto obtain international patents in the Uniteédgdom, Germany, France, Italy and
Japan because there are other manufacturers aatbpess of power conversion and control systentedge countries, as well as customers
for those systems. Our inability or failure to dbtadequate patent protection in a particular aguetiuld have a material adverse effect on
our ability to compete effectively in that country.

Our patents also might not be sufficiently broagtotect our technology, and any existing or fujpaéents might be challenged, invalidated
or circumvented. Additionally, our rights under gatents may not provide meaningful competitivecadages.

We do not believe that any of our products arangfng any patents or proprietary rights of othaithough infringements may exist or might
occur in the future. Litigation may be necessargnorce patents issued to us, to protect our tsadeets or know-how, to defend ourselves
against claimed infringement of the rights of other to determine the scope and validity of theogetary rights of others. Litigation could
result in substantial cost and diversion of ouoktf. Moreover, an adverse determination in

22



any litigation could cause us to lose proprietagits, subject us to significant liabilities torithiparties, require us to seek licenses or
alternative technologies from third parties or mmevus from manufacturing or selling our produétsy of these events could have a material
adverse effect on our business, financial condiiod results of operations.

WE MUST CONSTANTLY DEVELOP AND SELL NEW SYSTEMS IN ORDER TO KEEP UP WITH RAPID TECHNOLOGICAL
CHANGES.

The markets for our systems and the markets intwhic customers compete are characterized by oggeahnological developments and
changing customer requirements. We must continirapoove existing systems and to develop new systiiat keep pace with technologi
advances and meet the needs of our customerseén torducceed. We might not be able to continumpwove our systems or develop new
systems. The systems we do develop might not beeffestive or introduced in a timely manner. Degghg and introducing new systems
may involve significant and uncertain costs. Owsibess, financial condition and results of operaj@s well as our customer relationships,
could be adversely affected if we fail to developmroduce improved systems and new systemsimely manner.

WE MUST ACHIEVE DESIGN WINS TO RETAIN OUR EXISTING CUSTOMERS AND TO OBTAIN NEW CUSTOMERS.

The constantly changing nature of semiconductaidation technology causes equipment manufactioecsntinually design new systems.
We often must work with these manufacturers earlyeir design cycles to modify our equipment teettbe requirements of the new
systems. Manufacturers typically choose one orvarmdors to provide the power conversion equipmanti$e with the early system
shipments. Selection as one of these vendorsledcaldesign win. It is critical that we achievegh design wins in order to retain existing
customers and to obtain new customers.

We typically must customize our systems for paticaustomers to use in their equipment to ach@®ggn wins. This customization
increases our research and development expensesiarstiain our engineering and management resaurbese investments do not always
result in design wins.

Once a manufacturer chooses a power conversionartthl system for use in a particular produdis itkely to retain that system for the life
of that product. Our sales and growth could expegematerial and prolonged adverse effects if wedachieve design wins. In addition,
design wins do not always result in substantiasak profits.

We believe that equipment manufacturers often s#teir suppliers based on factors such as long-tefationships. Accordingly, we may
have difficulty achieving design wins from equiprhemanufacturers who are not currently customeradidition, we must compete for des
wins for new systems and products of our existingt@mers, including those with whom we have had-@mm relationships.
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OUR EFFORTS TO BE RESPONSIVE TO CUSTOMERS MAY LEAD TO INCURRING COSTS THAT ARE NOT READILY
RECOVERABLE.

We may incur manufacturing overhead and other cosdsly of which are fixed, to meet anticipated costr demand. Accordingly, operati
results could be adversely affected if orders wvemnees in a particular period or for a particulstem do not meet expectations.

We often require long lead times for developmerdwofsystems during which times we must expendtanbal funds and management eff
We may incur significant development and other esps as we develop our systems without realizinggesponding revenue in the same
period, or at all.

OUR SUCCESS DEPENDS UPON OUR ABILITY TO ATTRACT AND RETAIN KEY PERSONNEL.

Our success depends upon the continued efforterafemior management team and our technical, magkahd sales personnel. These
employees may voluntarily terminate their employtmeith us at any time. Our success also dependsioability to attract and retain
additional highly qualified management, technicadrketing and sales personnel. The process ofhérnployees with the combination of
skills and attributes required to carry out ouatggy can be extremely competitive and time-consgmiVe may not be able to successfully
retain existing personnel or identify, hire ancegrate new personnel. If we lose the services phleesonnel for any reason, including
retirement, or are unable to attract additionalifjad personnel, our business, financial conditéond results of operations could be materially
and adversely affected.

WE CONDUCT MANUFACTURING AT ONLY A FEW SITES.

We conduct the majority of our manufacturing at faailities in Fort Collins, Colorado and in Vood® New Jersey. We also conduct
manufacturing for one customer in Austin, Texast Dawer Electronics subsidiary conducts manufaotuanly at its facility in Fridley,
Minnesota. Each facility generally manufacturegedént systems. In July 1997 a severe rainstorfom Collins caused substantial damac
our Fort Collins facilities and to some equipmemd énventory. The damage caused us to stop manuiiagtat that facility temporarily and
prevented us from resuming full production therélunid-September 1997. Our insurance policiesrditicover all of the costs that we
incurred in connection with the rainstorm. Futuatunal or other uncontrollable occurrences at dmyuo primary manufacturing facilities th
negatively impact our manufacturing processes noaye fully covered by insurance and could haveatenal adverse effect on our
operations and results of operations.

WE HAVE LIMITED EXPERIENCE IN MAINTAINING MULTIPLE MANUFACTURING FACILITIES.
The acquisitions of Tower Electronics in 1997 arkdAFRwer Products in 1998
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provided us with manufacturing facilities locatadside of our facilities in Fort Collins, Coloradaccordingly, we have limited experience
maintaining multiple manufacturing locations. Sansial costs and delays could result if we faiéffectively manage and integrate our
geographically separate facilities.

WE MIGHT NOT BE ABLE TO COMPETE SUCCESSFULLY IN INT ERNATIONAL MARKETS OR TO MEET THE SERVICE
AND SUPPORT NEEDS OF OUR INTERNATIONAL CUSTOMERS.

Our customers increasingly require service and atipgm a worldwide basis as the markets in whichcarmpete become increasingly global.
We maintain sales and service offices in Germaaad, South Korea, the United Kingdom and Taiwan.

Sales to customers outside the United States atmmbéor 23% of our total sales in 1997, 28% in 1888 29% in 1999, and we expect
international sales to continue to represent afsignt portion of our future sales. Internatiosales are subject to various risks, including:

o currency fluctuations;

0 governmental controls;

o political and economic instability;

o barriers to entry;

o trade restrictions;

o changes in tariffs and taxes; and

o longer payment cycles.

In particular, the Japanese market has historitedn difficult for non-Japanese companies, indgadis, to penetrate.
Providing support services for our systems on ddwide basis also is subject to various risks,lidaig:
o our ability to hire qualified support personnel;

0 maintenance of our standard level of support; and

o differences in local customs and practices.

Our international activities are also subject te difficulties of managing overseas distributord agpresentatives and managing foreign
subsidiary operations.
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We cannot assure you that we will be successfatliressing any of these risks.

FLUCTUATIONS IN THE CURRENCY EXCHANGE RATE BETWEEN THE U.S. DOLLAR AND FOREIGN CURRENCIES
COULD ADVERSELY AFFECT OUR OPERATING RESULTS.

A portion of our sales is subject to currency exaearisks as a result of our international opergti?We have experienced fluctuations in
foreign currency exchange rates, particularly agjaime Japanese yen. We entered into various fdri@agign exchange contracts as a hedge
against currency fluctuations in the yen. We hasteemployed hedging techniques with respect toahgr currencies. Our current or any
future hedging techniques might not protect us adtly against substantial currency fluctuations.

WE MUST MAINTAIN MINIMUM LEVELS OF CUSTOMIZED INVEN  TORY TO SUPPORT CERTAIN CUSTOMER
DELIVERY REQUIREMENTS.

We must keep a relatively large number and vawétustomized systems in our inventory to meentlaelivery requirements because a
substantial proportion of our business involvesjtisé-in-time shipment of systems. Our inventoryyrbacome obsolete as we develop new
systems and as our customers develop new systewesnitbry obsolescence could have a material adedfeset on our financial condition a
results of operations.

WE ARE SUBJECT TO NUMEROUS GOVERNMENTAL REGULATIONS .

We are subject to federal, state, local and foreggyulations, including environmental regulationsl aegulations relating to the design and
operation of our power conversion and control systeWe must ensure that our systems meet certf@ty sand emissions standards, many of
which vary across the states and countries in whigtsystems are used. For example, the Europeim Ubas published directives
specifically relating to power supplies. We musinpdy with these directives in order to ship ourteyss into countries that are members of
the European Union. In the past, we have investgdfteant resources to redesign our systems toptpmith these directives. We believe
are in compliance with current applicable reguiagiadirectives and standards and have obtainectedissary permits, approvals and
authorizations to conduct our business. Howevanptiance with future regulations, directives arghstards could require us to modify or
redesign certain systems, make capital expenditrrgsur substantial costs. If we do not complytwdurrent or future regulations, directiy
and standards:

o we could be subject to fines;
o our production could be suspended; or
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o we could be prohibited from offering particulgstems in specified markets.
WE MAY INVEST IN START-UP COMPANIES AND COULD LOSE OUR ENTIRE INVESTMENT.

We have a majority interest in a start-up compary/may invest in other start-up companies that ldgveroducts and technologies that we
believe may provide us with future benefits. Thiesestments may not provide us with any benefitl we may not achieve any economic
return on any of these investments. Our investmiarttsese startyp companies are subject to all of the risks intigireinvesting in compani
that are not established. We could lose all orary of our investments in these companies.

WE LEASE OUR FORT COLLINS, COLORADO FACILITIES ANB CONDOMINIUM FROM ENTITIES IN WHICH TWO
INDIVIDUALS WHO ARE INSIDERS AND MAJOR STOCKHOLDERS®AVE FINANCIAL INTERESTS.

We lease our executive offices and manufacturiogitias in Fort Collins, Colorado from ProspectrlP&ast Partnership and from Sharp
Point Properties,

LLC. Douglas S. Schatz, our Chairman and Chief Htiee Officer, holds a 26.7% interest in each & kmasing entities. G. Brent Backma
member of our board of directors, holds a 6.6%régein each of the leasing entities. Aggregatéatgrayments under such leases for 1999
totaled approximately $1.7 million. We also leassadominium in Breckenridge, Colorado to provide/ards and incentives to our
customers, suppliers and employees. We lease titmoonium from AEI Properties, a partnership in gthMr. Schatz holds a 60% interest
and Mr. Backman holds a 40% interest. Aggregat@at@ayments under the condominium lease for 1689ed approximately $36,000. As
of December 31, 1999 Mr. Schatz owned approxim&8ly#3% of our common stock, and Mr. Backman owaygatoximately 4.12% of our
common stock.

THE MARKET PRICE OF OUR STOCK HAS BEEN AND WILL LIK ELY CONTINUE TO BE HIGHLY VOLATILE.

The stock market generally and the market for teldgy stocks in particular have experienced sigaiit price and volume fluctuations,
which often have been unrelated or disproportiot@atae operating performance of such companieankaur IPO in November 1995
through March 13, 2000, the closing prices of mmmon stock on the Nasdaqg National Market haveeaaifigpm $3.50 to $73.25. The
market for our common stock likely will continuelte subject to similar fluctuations. Many factoosiicl cause the trading price of our
common stock to fluctuate substantially, includihg following:

o future announcements concerning our businesgusiomers or our competitors;
0 variations in our operating results;
o announcements of technological innovations;
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o the introduction of new products or changes odpct pricing policies by us, our competitors or oustomers;

0 changes in earnings estimates by securities stsady announcements of operating results that@raligned with the expectations of
analysts and investors;

o the economic and competitive conditions in thdustries in which our customers operate; and
o general stock market trends.

OUR EXECUTIVE OFFICERS AND DIRECTORS OWN A MAJORITY OF OUR OUTSTANDING COMMON STOCK, WHICH
COULD ENABLE THEM TO CONTROL OUR BUSINESS AND AFFAI RS.

Our executive officers and directors owned appraxéty 44.66% of our common stock outstanding a8exfember 31, 1999. Douglas S.
Schatz, our Chairman and Chief Executive Officemed approximately 38.43% of our common stock autding as of December 31, 1999.
These stockholdings give our executive officers dinelctors collectively, and Mr. Schatz individyalsignificant voting power. Depending
the number of shares that abstain or otherwisaatreoted, our executive officers collectively, aiid Schatz individually, may be able to
elect all of the members of our board of directord to control our business affairs for the forabéefuture.

ANTI-TAKEOVER PROVISIONS LIMIT THE ABILITY OF APER SON OR ENTITY TO ACQUIRE CONTROL OF US.
Our certificate of incorporation and bylaws inclystevisions which:

o allow the board of directors to issue preferraglswith rights senior to those of the common ktaithout any vote or other action by the
holders of the common stock;

o limit the right of our stockholders to call a sf@ meeting of stockholders; and
o impose procedural and other requirements thdteoake it difficult for stockholders to effect ¢ain corporate actions.

In addition, we are subject to the anti-takeovewjsions of the Delaware General Corporation Lawy A&f these provisions could delay or
prevent a person or entity from acquiring contfall®. The effect of these provisions may be totlilmé price that investors are willing to pay
in the future for our securities. These provisioright also discourage potential acquisition profeacould diminish the opportunities for
our stockholders to participate in a tender offeen if the acquisition proposal or tender offeatis. price above the then current market price
for our common stock.
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EXECUTIVE OFFICERS OF THE COMPANY

Our executive officers and their ages as of Felpr@8r 2000 are as follows:

NAME AGE POSITION
Douglas S. Schatz 54  Chief Execut ive Officer and Chairman of the Board
Hollis L. Caswell, Ph.D. 68 President, C hief Operating Officer and Director
Richard P. Beck 66  Senior Vice President, Chief Financial Officer
and Dir ector
Richard A. Scholl 61 Senior Vice President and Chief Technology Officer
James F. Gentilcore 47  President, A dvanced Energy Voorhees, Inc.

DOUGLAS S. SCHATZ is a co-founder and has beenGhief Executive Officer and Chairman of the Boairtte our incorporation in 1981.
From our incorporation to July 1997, Mr. Schatoasrved as our President. Mr. Schatz also co-fediRthergy Research Associates, Inc., a
designer of custom power supplies, and serveda4dde President of Engineering from 1977 throu§BQL Prior to co-founding Energy
Research Associates, Mr. Schatz held various eagimggand management positions at Applied Materials

HOLLIS L. CASWELL, PH.D. joined our board of direcs in February 1997 and became our Chief Operaffiger in June 1997. He also
became our President in July 1999. From 1990 td T®9 Caswell was Chairman of the Board and Chiefdztive officer of HYPRES, Inc.,
a manufacturer of superconducting electronics.rRoidhat time, Dr. Caswell served as Senior VioeskRlent of Unisys Corporation, an
information technology company, and Presidento€ibmputer Systems Group.

RICHARD P. BECK joined us in March 1992 as Vice$tent and Chief Financial Officer and became Seviice President in April 1998.
He joined our board of directors in September 1$96m 1987 to 1992 Mr. Beck served as Executive\AHeesident and Chief Financial
Officer of Cimage Corporation, a computer softwemenpany. Mr. Beck is a director of Applied Filmsr@oration, a publicly held
manufacturer of flat panel display equipment.

RICHARD A. SCHOLL joined us in 1988 as Vice PresitleEngineering. Mr. Scholl became our Chief Tedbgyp Officer in September
1995. Prior to joining us, Mr. Scholl was Generadger, Vacuum Products Division at Varian Assesiainc., a manufacturer of high-
technology systems and components.

JAMES F. GENTILCORE joined us in March 1996 as VRresident of Sales and Marketing. He became S#¥fiderPresident of Sales and
Marketing in April 1998 and President of AdvanceateEyy Voorhees, Inc. in October 1999. From 1990986 he served with MKS
Instruments and held the position of Vice Presiditarketing.
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ITEM 2. PROPERTIES

Our headquarters and main manufacturing faciligylacated in Fort Collins, Colorado, in approxinhater2,000 square feet of leased space.
Additional manufacturing and office facilities doeated in Voorhees, New Jersey, in approximat8lpd0 square feet of leased space;
Austin, Texas, in approximately 20,000 square dédtased space; and Fridley, Minnesota, in appnaiely 21,000 square feet of leased
space. To serve the needs of our customers, werasdain regional offices in Milpitas, Californi€oncord, Massachusetts; Tokyo, Japan;
Filderstadt, Germany; Bicester, England; Bundamgitis Korea; and Taipei, Taiwan.

ITEM 3. LEGAL PROCEEDINGS

We are not aware of any material legal proceedingsare expected to have a material effect orbusiness, assets or property.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Not applicable
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PART Il

ITEM 5. MARKET PRICE FOR REGISTRANT'S COMMON STOCK AND RELATED STOCKHOLDER MATTERS

Advanced Energy's common stock was approved foragjoa on the Nasdaq National Market under the irAlEIS, beginning November
17, 1995. At February 29, 2000, the number of comstockholders of record was 906.

Below is a table showing the range of high and bagvquotations for the common stock as quoted ithetail markup or markdown and
without commissions) on the Nasdaq National Marttety do not necessarily represent actual trarseti

High Bid Low Bid

1998 Fiscal Year

First Quarter 18 13/16 10

Second Quarter 16 7/16 11

Third Quarter 13 6

Fourth Quarter 25 3/4 55/8
1999 Fiscal Year

First Quarter 30 1/2 17 7/8

Second Quarter 40 3/4 231/2

Third Quarter 45 30

Fourth Quarter 49 7/8 30 3/8

Advanced Energy has not declared or paid any cagedds on its capital stock since it terminatesdelection to be treated as an S
corporation for tax purposes, effective January9b4. Advanced Energy currently intends to retdlifuture earnings to finance its business.
Accordingly, Advanced Energy does not anticipatgipgcash or other dividends on its common stodkéforeseeable future. Furthermore,
Advanced Energy's revolving credit facility prohighthe declaration or payment of any cash dividenmdis common stock.

We issued 12,791 shares of common stock to CuaiBus, an employee, as of October 1, 1999. Mr. Camassa founder of LITMAS, a
privately held ion source company in which we nadha majority interest. The shares were issuddrtdCamus as partial consideration for
his shares of LITMAS and were valued at $385,008.dM not use any underwriters in connection witngale of shares to Mr. Camus. We

did not register the sale with the Securities archange Commission, as we relied on the exempt@n fegistration provided by Rule 506
under the Securities Act of 1933.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial datqualified by reference to, and should be reatl,vaiur 1999 Consolidated Financial
Statements, related notes and management's dimcussiuded in this Form 10-K. The selected comsdbd statement of operations data and
the consolidated balance sheet data as of anddordars ended December 31, 1999 and 1998 wekeddrom consolidated financial
statements audited by Arthur Andersen LLP, indepahdccountants, whose related audit report isicted in this Form 10-K. The selected
consolidated statement of operations data for &2 gnded December 31, 1997 was derived from ddased financial statements audited in
part by Arthur Andersen LLP and in part by KPMG Llwhose audit reports are included in this FornKl@nd pertain to RF Power
Products' fiscal year ended November 30, 1997 uh,20ur statement of operations data for fisc8l7licludes the statement of operations
for RF Power Products' fiscal year ended NovembBed 897. The selected consolidated statementsayhtipns data for the years ended
December 31, 1996 and 1995, and the related cdasedl balance sheet data as of December 31, 1996 ,ahd 1995 were derived from
audited consolidated financial statements not ohetlin this Form 10-K.

YEARS ENDED DECEMBER 31,

1 999 1998 1997 1996 1995

(IN THOUSANDS, EXCEPT PER SHARE DATA)

STATEMENT OF OPERATIONS DATA:

Sales .o $18 3,958 $124,698 $175,758 $129,931 $121,075
Gross profit .....eeveeeevenieeeennnnn. 8 1,857 36,713 66,956 47,246 56,072
Total operating expenses ................. 5 6,516 49,488 47,242 36,876 31,733
Income (loss) from operations ............ 2 5,341 (12,775) 19,714 10,370 24,339
Net income (I0SS) .....veevvveveniieens $1 6,838 $ (9,517) $ 12,056 $ 6,371 $ 14,798
Diluted earnings (loss) per share ........ $ 059 $ (0.36) $ 046 $ 0.25 $ 0.63
Diluted weighted-average common shares

outstanding ........ccccceevueennnen. 2 8,389 26,572 26,302 25,738 23,310

DECEMBER 31,

1 999 1998 1997 1996 1995

(IN THOUSANDS)

BALANCE SHEET DATA:

Cash and marketable securities ........... $20 5,792 $ 28,134 $ 32,215 $ 11,778 $ 14,022
Working capital ..........cccoeeeveennen. 25 1,869 62,059 74,342 41,638 38,861
Total assets 31 2,385 101,035 130,064 68,078 68,234
Total debt .................... 13 7,305 537 6,518 3,741 3,458

Stockholders' equity ...........cccee... 14 8,347 89,133 97,527 54,927 48,057

32



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion contains, in addition tetbrical information, forward-looking statemenisthin the meaning of Section 27A of the
Securities Act of 1933, as amended, and Sectiono21lie Securities Exchange Act of 1934, as amen@edexample, statements relating to
our beliefs, expectations and plans are forwardtitapstatements, as are statements that certdaonactonditions or circumstances will
continue. Forward-looking statements involve rigkg uncertainties. As a result, our actual resndtg differ materially from the results
discussed in the forward-looking statements. Fadtmat could cause or contribute to such differemmreprove any forward-looking
statements, by hindsight, to be overly optimistitwachievable, include, but are not limited to fibléowing:

o the significant fluctuations in our quarterly ogting results;

o the volatility of the semiconductor and semicartducapital equipment industries;
o timing and success of integration of recent astémtial future acquisitions; and

o supply constraints and technological changes.

For a discussion of these and other factors thgtimpact our realization of our forwatdeking statements, see Part | "Cautionary Statés
- Risk Factors."

OVERVIEW

We design, manufacture and support power conveesidrcontrol systems. These systems are importampa@nents of industrial
manufacturing equipment that modifies surfacesepogits or etches thin film layers on computer shfDs, flat panel displays such as
computer screens, DVDs, windows, eyeglasses ard ptbducts. We market and sell our systems priyntrilarge global OEMs of
semiconductor, data storage and flat panel displagyufacturing equipment and for manufacturers loéoproducts in emerging markets. A
substantial proportion of our sales are made arstaifn-time basis in which the shipment of systemsurs within a few days or hours after an
order is received. We recognize revenues upon @mpof our systems and there is no requiremerddoeptance when a product is shipped.

The semiconductor capital equipment industry actamlifor approximately 59% of our sales in 1997, 489998 and 61% in 1999. We have
been successful in achieving a number of desigs eath year, which have resulted in our obtaingg customers and solidifying
relationships with our existing customers. We hadieur ability to
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continue to achieve design wins with existing anteptial customers will be critical to our futunecsess.
We continue to seek to expand our product offeranys$ customer base through internal developmenaeqdisitions.

In May 1997 we acquired the assets of MIK Phydius, This acquisition provided the base technolfmyyour Astral products, which are hi
power direct current (DC) systems used in PVD emeipt.

In August 1997 we acquired Tower Electronics. ®tquisition expanded our technology and customee,kend provided us with the
capability to design and manufacture power conearsiystems for use in modems, non-impact printelsphone switches and laser devices.

In October 1997 we completed an underwritten putifiering of 1,000,000 shares of our common stdck arice of $31 per share, for
aggregate net proceeds of approximately $28.7amillin that same month we also completed formaifasur wholly owned sales and sen
subsidiary in South Korea.

We took another step towards achieving further eigplenetration in September 1998 when we acquireddssets of Fourth State
Technology. This acquisition enhanced our capghititdesign and manufacture RF powelated process control systems used to monitc
analyze data in thin film etch processes.

In October 1998 we acquired RF Power Products, mti@signs, manufactures and supports RF power csioweand control systems,
consisting of generators and matching networksb@lieve our ability to offer an expanded line of &FBtems to our existing customer base
has strengthened those relationships. We sell fiveskicts principally to semiconductor capital gupént manufacturers. We also sell sin
systems to capital equipment manufacturers inlétgénel display and thin film data storage indast and are exploring applications for
these products in other industries. In April 1999 ehanged the name of RF Power Products to Advaaeenyy Voorhees, Inc. and conduct
business under that name.

In October 1999 we acquired a majority interedtlifMAS, a company that designs and manufacturesnpédagas abatement systems and
high-density plasma sources. We believe that LITMASrent and future products will expand our prdcafferings to our existing and
potential customers in the semiconductor capitalpgent industry.

In November 1999 we completed two underwritten jputiferings, one for $135 million of convertiblalordinated notes, and one for
1,000,000 shares of our common stock at a prig38fper share. These offerings provided aggregstproceeds of approximately $167.1
million.
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In December 1999 we completed formation of our Wholvned sales and service subsidiary in Taiwan.
RESULTS OF OPERATIONS
The following table summarizes certain data asragueage of sales extracted from our statemenpefations:

YEARS ENDED DECEMBER 31,

1999 1998 1997

SAlES oo . 100.0%  100.0% 100.0%
Cost of sales ......cceeeeviiiiieiiiiiee s . 55.5 70.6 61.9
GrosSS Margin .....coeeveeeeeccnvieieiieneeeeneenn . 445 29.4 38.1
Operating expenses:
Research and development ............ccceeeee.. . 14.4 19.1 11.0
Sales and marketing ..........cccceeeeevinenenn. . 9.2 10.9 6.6
General and administrative ...................... . 7.1 7.5 6.0
Restructuring charge .........cccccvvvveeeeennn. . -- 0.8
Merger COStS .......uuumirieiieieeeeiiniins . -- 2.2 --
Storm (recoveries) damages ..........cccceeenne . - (0.9) 15
Purchased in-process research and development -- - 1.8
Total operating eXpenses .........cccceevuveeenn. . 30.7 39.6 26.9
Income (loss) from operations ..................... . 13.8 (10.2) 11.2
Other income (EXPENSE) .....ceeevevvevnvevnnennnns . 0.9 0.2 (0.2)
Net income (loss) before income taxes and
minority interest .........cccccceveeveneenennn. . 14.7 (10.0) 11.1
Provision (benefit) for income taxes .............. . 5.5 (2.4) 4.2
Minority interest in net income .................. . 0.0 - -
Net income (I0SS) ....vvvvvveeiiiiereeeeiiniinns . 9.2% (7.6)% 6.9%
SALES

We sell power conversion and control systems aasinph gas abatement systems primarily to the seductor capital equipment, data
storage and emerging markets in the United Staiehe flat panel display and data storage maikelapan, and to data storage and eme
markets in Europe. We also sell spare parts ararreprvices worldwide through our customer sergicd technical support organization.

Sales were $175.8 million, $124.7 million and $084illion in 1997, 1998 and 1999, respectively rementing a decrease of 29% from 1997
to 1998 and an increase of 48% from 1998 to 199®.9ales decrease from 1997 to 1998 resulted feeredsed unit sales of our systems,
while the increase from 1998 to 1999 was due teeemed unit sales.

We started the year 1997 with strong sales grow#emiconductor capital equipment customers, whiltbwed the 1996 downturn in that
industry that had resulted from excess productagacity of semiconductor manufacturers and shatptyeased memory device prices.
Toward the end of 1997, after a relatively stroegovery, the semiconductor capital equipment ingluaffected primarily by the Asian
financial crisis, began a sudden and severe downtrich continued through 1998. This caused a
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41% decrease in our sales to this industry in 39881 compared to 1997, and resulted in lower galdse United States and the Asia Pacific
region. Sales to the data storage industry dealet&®, although sales to our largest customeranitidustry grew significantly from 1997
1998, resulting in higher sales to Europe. Salesiterging markets were slightly higher, but woudddbeen lower if not for the full-year
effect of sales by Tower in 1998. Our experience $feown that our sales to semiconductor capitapetgnt customers has been dependent
on the volatility of that industry, as a resultsoidden changes in semiconductor supply and deraaddapid technological advances in both
semiconductor devices and wafer fabrication praeess

A substantial portion of our sales growth from 1988999 was due to higher system sales to foouofargest customers, three of whom are
primarily semiconductor capital equipment OEMs, ané of whom is a data storage OEM. Our sales &9 16flected the recovery in the
semiconductor capital equipment industry from tieese downturn of 1998, and resulted from capaoipansion and increased investmel
advanced technology by the semiconductor indu$tnis recovery and expansion resulted in recordsdaleus in 1999. It also resulted in
record sales for us to the semiconductor capitailpagent industry specifically. Our sales to the memductor capital equipment industry in
1999 increased 86% over sales to that industr@@8land resulted in higher sales within the Ung¢ates. Sales to the data storage industry
increased 32% from 1998 to 1999, and resultedghérisales to Europe. Sales to the flat panelalispdustry increased 75% from 1998 to
1999, and resulted in higher sales to the Asiafieaeigion, particularly to Japan. Sales to emaggidustries decreased 15%, primarily du
decreased sales by our Tower subsidiary.

The following tables summarize annual net saled,p@ncentages of net sales, by customer type florwesach of the three years in the period
ended December 31, 1999:

YEARS ENDED DECEMBER 31,

1999 1998 1997
(IN THOUSANDS)

Semiconductor capital equipment ....... $ 112, 504 $ 60,573 $ 102,723
Data storage ...........ccccuvvvvnnes 22, 801 17,300 23,583
Flat panel display 10, 193 5,832 11,438
Emerging .....cccccecvvvveeeeninnnnnn, 28, 563 33,593 30,748
Customer service technical support .... 9, 897 7,400 7,266

$ 183, 958 $ 124,698 $ 175,758

YEARS ENDED DECEMBER 31,

1999 1998 1997
Semiconductor capital equipment ....... 6 1.2% 48.6% 58.5%
Data storage ...........cccccuvvvvnnns 1 2.4 13.9 13.4
Flat panel display ...........ccc...... 5.5 4.7 6.5
Emerging .....cccccecvvvveeeeiinnnnnn, 1 5.5 26.9 17.5
Customer service technical support .... 5.4 5.9 4.1
10 0.0% 100.0% 100.0%

The following tables summarize annual net saled,p@rcentages of net sales, by geographic regrousféor each of the three years in the
period ended December 31, 1999:
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YEARS E

NDED DECEMBER 31,

1999 1998 1997
(1 N THOUSANDS)
United States and Canada ...... $ 130,762 $ 89,452 $ 134,955
Europe ....cccccccvvvveeennnn. 25,357 23,092
Asia Pacific .................. 9,478 17,110
Rest of world 411 601

$ 124,698 $ 175,758

YEARS E NDED DECEMBER 31,
1999 1998 1997
United States and Canada ...... 71.1% 71.7% 76.9%
Europe .....ccccccvvvveeenn. 17.0 20.3 13.1
Asia Pacific ................. 11.7 7.7 9.7
Rest of world ................. 0.2 0.3 0.3
100.0% 100.0% 100.0%

GROSS MARGIN

Our gross margins were 38.1%, 29.4% and 44.5%987 11998 and 1999, respectively. The decreassssgnargin from 1997 to 1998 was
primarily due to unfavorable absorption of manuifisicly overhead as a result of significant capaeiyansion in 1997 and the reduced level
of sales in 1998. The improvement in gross mangimf1998 to 1999 was primarily a result of our g§do reduce material costs, improve
overhead cost controls and a more favorable absarpt manufacturing costs from the higher saleseba

During the first quarter of 1997 we relocated argdasded the Voorhees, New Jersey facility. In theth quarter of 1997 we expanded int
new manufacturing facility in Fort Collins, Colomdn the second quarter of 1998 we relocatedgiartir previously existing Fort Collins
manufacturing operations to a new facility in AnsiTexas. We intended the three new facilitiestoe existing and anticipated growth in
semiconductor capital equipment industry. The espamto the new location in Austin was to providevice specifically to our largest
customer, a semiconductor capital equipment matwrfag whose primary manufacturing facilities aredustin.

In the fourth quarter of 1997 the semiconductoitehpquipment industry entered a sudden and sel@saturn which continued through the
end of 1998. The downturn in this industry, witle tlesulting underutilization of capacity, signifitly impacted our financial results for 19!
The combination of the expansion and lower salgslted in an over-capacity situation for us, legdimunfavorable absorption of
manufacturing overhead and a substantially redutagjin. This underutilization of manufacturing ceipacontinued to negatively impact
gross margins, until sales to the semiconductoitalagrjuipment market began to recover in 1999.

Historically, price competition has not had a miatexffect on margins. However, competitive pressunay produce a decline in average
selling prices for certain products. Any declinairerage selling prices not offset by reduced aostdd result in a decline in our gross
margins.
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We provide warranty coverage for our systems rapfiom 12 to 24 months, and estimate the anticipatests of repairing our systems under
such warranties based on the historical averags obshe repairs. To date, we have not experiesigedficant warranty costs in excess of
our recorded reserves.

RESEARCH AND DEVELOPMENT

We invest in research and development to reseasttechnologies, develop new products and impraiatieg product designs. Our
research and development expenses were $19.3m#&8.8 million and $26.5 million for 1997, 1998da1999, respectively, representing
increase of 23% from 1997 to 1998 and 11% from 189B99. As a percentage of sales, research amdoggnent expenses increased from
11.0% in 1997 to 19.1% in 1998 because of the |Ima¥s base, but decreased to 14.4% in 1999 bechtisz=higher sales base. The incre
in expenses from 1997 to 1999 is primarily duentweases in payroll, materials and supplies, agldniinfrastructure costs for new product
development.

In connection with the acquisition of Tower in Aggl997, we recorded a one-time charge of $3.1amilh 1997 for the portion of the
purchase price attributable to in-process reseandhdevelopment. This one-time charge is not iredud the $19.3 million reported for
research and development expense in 1997.

We believe continued research and developmenttimesd for development of new systems is criticabto ability to serve new and existing
markets. Since our inception, research and devedapoosts generally have been internally fundedadirftave been expensed as incurred.

SALES AND MARKETING EXPENSES

Our sales and marketing expenses support domestimternational sales and marketing activitiesolhinclude personnel, trade shows,
advertising, and other marketing activities. Saled marketing expenses were $11.6 million, $13Ibamiand $16.9 million for 1997, 1998
and 1999, respectively. This represented a 16%aser from 1997 to 1998 and 25% from 1998 to 1988.ificreases are attributable to
higher payroll costs incurred as we continue tegase our sales management and product manageapaiilties. Additionally, we
increased spending in 1998 to develop worldwiddiegiions engineering capabilities. As a percentafgsales, these expenses increased
6.6% in 1997 to 10.9% in 1998 because of the |madrs base but decreased to 9.2% in 1999 becattse lifjher sales base.

GENERAL AND ADMINISTRATIVE EXPENSES

Our general and administrative expenses suppomvotidwide financial, administrative, informatiogséems and human resources functions.
General and administrative expenses were $10.5®omif$9.5 million and $13.1 million for 1997,
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1998 and 1999, respectively. The decrease in eggdmem 1997 to 1998 is primarily due to cost cointneasures implemented in 1998, and
the increase from 1998 to 1999 is primarily dudigher spending for payroll and purchased serviées percentage of sales, general and
administrative expenses were 6.0%, 7.5% and 7.1%9®7, 1998 and 1999, respectively. The increamsa 1997 to 1998 was due to the
lower sales base, while the decrease from 199836 tvas due to the higher sales base.

We continue to implement our management systernwaodt including the replacement of existing systénmur domestic and foreign
locations. We expect that charges related to tigiahd implementation of the new software will domé through 2000.

ONE-TIME CHARGES AND CREDITS

We took one-time net charges totaling $5.8 milimri997. Included was a net charge of $2.7 milfmnstorm damage to our headquarters
and main manufacturing facilities that resultedrfrbeavy rains in the Fort Collins area in July 1992 settled with our insurance carrier in
1998, which resulted in a $1.1 million recovery rgeorded in the fourth quarter of 1998.

As discussed above in "Research and Developméet Adquisition of Tower resulted in a charge ol $8illion in 1997 for purchased in-
process research and development, which is nontdbiuior income tax purposes.

In addition to the settlement for storm damagetawk one-time charges totaling $3.7 million in 1988August 1998 we announced a
restructuring plan to respond to the downturn engbmiconductor capital equipment market. The plaluded a reduction of workforce of
128 people, the closure of one facility in our Fedilins, Colorado campus, and the abandonmenlaofsfo construct a new manufacturing
facility in Fort Collins. We achieved other redwets in workforce at the Voorhees facility through®898. We took a one-time charge of
$1.0 million for the restructuring in the third gtexr of 1998.

On October 8, 1998, Advanced Energy acquired RFeP&roducts, in a pooling of interests that invdlttee exchange of four million shares
of Advanced Energy common stock for the publichdresommon stock of RF Power Products. As part eftibsiness combination, we
incurred $2.7 million of expense recorded in therflo quarter of 1998. We incurred additional opeexpenses during 1999 relating to
consolidating and integrating operations of thisibess combination.

OTHER INCOME (EXPENSE)

Other income (expense) consists primarily of irdeilecome and expense, foreign exchange gainsoasdd and other miscellaneous income
and expense items. Interest income was approxiynd@6 million, $1.1 million and $2.1 million fohé years 1997,
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1998 and 1999, respectively. In 1997 and 1998réstéancome was earned primarily from earningsnwestments made from the proceeds of
our initial public offering in 1995 and our undeittgn public offering in 1997. In 1999 interest @amse was earned primarily from the
proceeds of our offering of convertible subordidadebt and common stock offering of November 1999.

Interest expense consists principally of accrualsterest on our convertible subordinated noteshorrowings under our bank credit and
capital lease facilities and a state government.lo@erest expense was approximately $0.5 millgh2 million and $1.2 million for the yes
1997, 1998 and 1999, respectively. The increasetefest expense from 1998 to 1999 was primarily @uinterest on the convertible
subordinated notes.

Our foreign subsidiaries’ sales are primarily deimated in currencies other than the U.S. dollar.réémrded net foreign currency gains of
$0.1 million, $0.4 million and $1.5 million for 1991998 and 1999, respectively. The increase fre881o 1999 was primarily due to
strengthening of the exchange rate of the Japamesto the U.S. dollar. Beginning in 1997, we estieinto various forward foreign exchange
contracts as a hedge against currency fluctuatiotiee Japanese yen. We will continue to evaluat®us policies to minimize the effect of
foreign currency fluctuations.

Eleven European countries have adopted a Singlepgan Currency (the "euro") as of January 1, 1989 avtransition period continuing
through January 1, 2002. As of January 1, 199%¢tledeven of the fifteen member countries of thepean Union (the "participating
countries") established fixed conversion rates betwtheir existing sovereign currencies and the.dtor three years after the introduction of
the euro, the participating countries can perfamarfcial transactions in either the euro or thegioal local currencies. This will result in a
fixed exchange rate among the participating coestrvhereas the euro (and the participating casgitturrencies in tandem) will continue to
float freely against the U.S. dollar and other ennies of non-participating countries. Althoughdeenot expect the introduction of the euro
currency to have a significant impact on our rexenor results of operations, we are unable to ahénerwhat effects, if any, the currency
change in Europe will have on competition and cditipe pricing in the affected regions.

PROVISION (BENEFIT) FOR INCOME TAXES

The income tax provision for 1997 was $7.5 milleomd represented an effective tax rate of 38.2%.ifidwme tax benefit of $2.9 million for
1998 represented an effective rate of 23.4%. Tbene tax provision of $10.2 million in 1999 repnetsel an effective rate of 37.6%. The
lower rate of the tax benefit in 1998 was due todegluctible costs associated with Advanced Eneggyjsisition of RF Power Products, and
foreign operating losses with no benefit recordgitinges in our relative earnings and the earnihigardforeign subsidiaries affect our
consolidated effective tax rate. We adjust our inedaxes periodically based upon the anticipatedtitus of all foreign and
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domestic entities.
QUARTERLY RESULTS OF OPERATIONS

The following tables present unaudited quartersults in dollars and as a percentage of salesaftt ef the eight quarters in the period en
December 31, 1999. We believe that all necessgungimdents have been included in the amounts sketledv to present fairly such quarterly
information. The operating results for any quaaer not necessarily indicative of results for anysequent period.

QUARTERS ENDED

MAR. 31, JUNE 30, SEPT.30, DEC.31, MAR.31, JU NE 30, SEPT. 30, DEC. 31,
1998 1998 1998 1998 1999 1999 1999 1999
(IN THOUSANDS, EXCEPT PER SHARE DAT A)
Sales ..o $ 43,869 $31,981 $26,292 $22556 $32,728 $ 41,515 $51,142 $58,573
30,263 23,466 18,317 15,939 19,630 23,222 28,598 30,651
Gross profit .......cccceevevernenne 13,606 8,515 7,975 6,617 13,098 18,293 22,544 27,922
Operating expenses:

Research and development ........... 5,835 6,394 5,722 5,898 5,852 6,758 6,935 6,972
Sales and marketing ......... .. 3564 3,512 3,255 3,200 3,305 3979 4,187 5,464

General and administrative 2,859 2,768 2,353 1,503 2,870 3,088 3,715 3,391
Restructuring charge .............. - -- 1,000 - -- -- - -
Merger costs ........... . - - - 2,742 - - - -
Storm recoveries - -- - (1117) - -- - -
Total operating expenses ............. 12,258 12,674 12,330 12,226 12,027 13,825 14,837 15,827
Income (loss) from operations ........ 1,348 (4,159) (4,355) (5,609) 1,071 4,468 7,707 12,095
Other income (expense) 98 129 (214) 345 (39) 56 1,131 595
Net income (loss) before income
taxes and minority interest ........ 1,446 (4,030) (4,569) (5,264) 1,032 4,524 8,838 12,690
Provision (benefit) for income
LAXES oo 552 (885) (1,089) (1,478) 498 1,754 3,303 4,622
-- - -- -- -- -- 69
$(3,145) $(3,480) $(3,786) $ 534 $ 2,770 $ 5,535 $ 7,999
$ (0.12) $ (0.13) $ (0.14) $ 0.02 $ 0.10 $ 020 $ 0.28
Diluted weighted-average common
shares outstanding 26,531 26,585 26,681 28,027 28,169 28,318 29,043
QUARTERS ENDED
MAR. 31 , JUNE 30, SEPT. 30, DEC. 31, MAR. 31, JUNE 30, S EPT. 30, DEC. 31,
1998 1998 1998 1998 1999 1999 1999 1999
PERCENTAGE OF SALES:
Sales ..o 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Costof sales .........ccceevvernnnnne 69.0 734 69.7 70.7 600 559 55.9 523
Gross Margin ........ccceeeeveeeeeenen. 31.0 266 30.3 29.3 40.0 441 441 477
Operating expenses:
Research and development ............. 13.3 199 218 261 179 16.3 135 12.0
Sales and marketing ............. 8.1 11.0 124 142 101 9.6 82 93
General and administrative ........... 6.5 8.7 8.9 6.7 8.7 7.4 73 58
Restructuring charge ................. - - 38 - -- - - -
Merger costs ...... . -- -- -- 122 - -- -- --
Storm recoveries - - - (5.0) - - - -
Total operating expenses 27.9 39.6 469 542 36.7 333 29.0 271
Income (loss) from operations .......... 3.1 (13.0) (16.6) (2490 3.3 108 151 20.6
Other income (expense) 0.2 04 (08 16 (0.1) 01 22 11
Net income (loss) before income
taxes and minority interest .......... 3.3 (12.6) (17.4) (23.3) 3.2 109 17.3 217
Provision (benefit) for income taxes ... 1.3 (2.8) (4.2) (65) 1.6 4.2 65 7.9
Minority interest in net income ........ - - - -- - - - 0.1
Net income (I0SS) ....cccoovvvervennene 2.0% (9.8)% (13.2)% (16.8)% 1.6% 6.7% 10.8% 13.7%

We have experienced and expect to continue to exper significant fluctuations in our quarterly ogteng results. Our expense levels are
based, in part, on expectations of future revenfiesvenue levels in a particular quarter do neetexpectations,
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operating results may be adversely affected. Aetyaiaf factors have an influence on the level af mwenues in a particular quarter. These
factors include:

0 general economic conditions;

o specific economic conditions in the industriesseeve;

o timing and receipt of orders from major customers

o customer cancellations or delays of shipments;

o specific feature requests by customers;

o production delays or manufacturing inefficiencies

o exchange rate fluctuations;

0 management decisions to commence or discontiragrpt lines;

o our ability to design, introduce and manufactee products on a cost effective and timely basis;
o the introduction of new products by us or our petitors;

o the timing of research and development experefiftand

0 expenses related to acquisitions, strategionahia, and the further development of marketingsandice capabilities.

We make a substantial portion of our shipments ustin-time basis in which shipment of systemsurs within a few days or hours after
we receive an order. Our backlog is not meaninigéalause of the importance of just-in-time shipmams are dependent on obtaining orders
for shipment in a particular quarter to achieve r@wenue objectives for that quarter. Accordinglys difficult for us to predict accurately the
timing and level of sales in a particular quarBBue to our just-in-time program, we anticipate gewdy fluctuations in sales to continue to
occur.

Our quarterly operating results in 1998 and 19%9i@ctthe changing demand for our products durimig period, principally from
manufacturers of semiconductor capital equipmedtdata storage equipment and emerging marketspanability to adjust our
manufacturing capacity to meet this demand. Denfiaomd the semiconductor capital equipment compagisred a sudden and severe
downturn at the end of 1997, which continued thifmug 1998, but which recovered slowly throughol@9.9Sales to the data storage indu
declined from the first quarter of 1998 to the setquarter of 1998, then increased in the thirdtguaf 1998 but dropped significantly in t
fourth quarter of 1998. Data storage sales thereased throughout 1999, except for a slight deeregathe second quarter. Sales to the flat
panel display industry decreased from the
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first quarter of 1998 to the second quarter of 129®l decreased again from the second quarterddf tththe third quarter of 1998, then
increased in each of the next five quarters. Salesnerging markets were lower in the second Hal®88 when compared to the first half of
1998, were lower again in the first half of 199%n increased in the second half of 1999.

Our gross margin fluctuated significantly on a dgedy basis in 1998 and 1999, primarily reflectingization of manufacturing capacity. The
decrease in gross margin from 31.0% to 26.6% fitmarfitst quarter of 1998 to the second quarterd®3lwas due to decreased utilization of
capacity resulting from the decrease in salesés#miconductor capital equipment industry. Groasgin improved to 30.3% in the third
quarter of 1998 even though there was a decreasddn to the semiconductor capital equipment inglasd decreased utilization of
capacity. The improvement was due to our efforteweer material costs through supplier contractatiegions while improving material
quality and material handling efficiency, as wedlfeom cost improvements realized from the restmict). Gross margin declined to 29.3% in
the fourth quarter of 1998, due primarily to anottiecrease in sales to the semiconductor capitapegent industry that resulted in decrea
utilization of capacity, although material costgioved due to efforts continued from the previouarter. Gross margin then improved to
40.0% in the first quarter of 1999, to 44.1% in $eeond and third quarters of 1999 and to 47.7#sdrfourth quarter of 1999. These
increases were due to increased utilization of cp&om the recovery in the semiconductor capgiipment industry and from our
increased efforts to lower material costs.

Due to the downturn in the semiconductor capitaliggent industry in 1998, we held operating expenegcluding one-time charges and
credits, relatively flat during the first half 0998 in anticipation of an early recovery. Operaxgenses were $12.3 million and $12.7
million in the first and second quarters of 19%&pectively. With the extent and duration of thevdiurn still uncertain, in the second half of
1998 we reduced operating expenses, excludingioreeeharges and credits, while maintaining a mimmevel of resources necessary to
address an upturn in the semiconductor capitapagent industry that began to occur during 1999.r&tpey expenses in the third and fourth
quarters of 1998 were $12.3 million and $12.2 wiil|irespectively, and would have been $11.3 millind $10.6 million, respectively, if not
for one-time charges and credits. Operating exgewsee $12.0 million, $13.8 million, $14.8 milli@md $15.8 million during the first,
second, third and fourth quarters of 1999, respelsti but declined as a percentage of sales thimugtf99 as the sales base increased each
quarter. As a percentage of sales, operating ergdras/e declined during periods of rapid sales tirowhen sales increased at a rate faster
than our ability to add personnel and facilitiestipport the growth. Operating expenses as a pagenf sales have increased during pel
of flat or decreased sales, when our infrastrudgiretained to support anticipated future growth.

Other income (expense) consists primarily of irdenrecome and expense and foreign currency gainaasd Interest income and expense
were relatively stable throughout
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the periods presented, until the fourth quartet3%9, when the interest income and expense fromribeeeds of the convertible subordinated
notes and the interest from the proceeds of thexammstock sale began. During 1998 we recorded foreign exchange gain of $0.4 millic
earned primarily in the fourth quarter of that ydamring 1999 we recorded a net foreign exchange @fa1.5 million, which occurred

mostly in the second half of the year. We contitaustilize forward foreign exchange contracts ipalato mitigate the effects of foreign
currency fluctuations.

Our effective rate for income tax provision (betjdfuctuated significantly throughout 1998, vargifrom 22.0% to 38.2%. The fluctuations
were due to certain nondeductible expenses indjudierger costs and losses in foreign subsidiaoiew/fiich no tax benefit was recorded.
Our effective income tax rate became more stabl®99, varying from 36.4% to 48.3%. We have impletad certain business strategies
which we believe will favorably impact our effeatiincome tax rate in future periods.

LIQUIDITY AND CAPITAL RESOURCES

Since our inception, we have financed our operatianquired equipment and met our working capi@lirements through borrowings uni
our revolving line of credit, long-term loans semtiby property and equipment, cash flow from ope@nat proceeds from underwritten public
offerings of our common stock and proceeds fromvedible subordinated debt.

Operating activities provided cash of $8.7 milliariL998, primarily as a result of depreciation, atization and decreases in accounts
receivable and inventories, offset by net lossrafeses in income taxes payable, accounts payatblpaamoll. Operating activities provided
cash of $10.1 million in 1999, primarily as a resflnet income, depreciation, amortization, insgsain accounts payable and increased
accruals for payroll, employee benefits and incéaxes, offset by increases in accounts receivalddraventories. We expect future
receivable and inventory balances to fluctuate wéhsales. We provide just-in-time deliveries éotain of our customers and may be
required to maintain higher levels of inventorystdisfy our customers' delivery requirements. Argréase in our inventory levels will reqt
the use of cash to finance the inventory.

Investing activities in 1998 used cash of $3.7iomlland included the purchase of property and eqeig of $5.3 million, the acquisition of
the assets of Fourth State Technology for $2.5anilhnd the initial investment in LITMAS of $1.0 liron, offset by a net decrease in
marketable securities of $5.1 million. Investingiaties in 1999 used cash of $175.9 million andlied a net increase in marketable
securities of $168.9 million, the purchase of propand equipment of $6.8 million and an additioimaestment in LITMAS of $0.2 million.

Financing activities used cash of $5.1 million 888 and consisted primarily of changes in notesipleyand capital lease obligations.
Financing activities provided cash
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of $173.3 million in 1999, and consisted primaolynet proceeds from convertible subordinated dé€®t.30.5 million, net proceeds from the
sale of common stock of $36.6 million, proceedsrfithe exercise of employee stock options and sateramon stock through our employee
stock purchase plan of $4.5 million, and other gevh$1.7 million.

We plan to spend approximately $8.5 million in 2@60the acquisition of equipment, leasehold imgments and furnishings, with
depreciation expense projected to be $5.7 million.

As of December 31, 1999, we had working capité#251.9 million. Our principal sources of liquiditpnsisted of $19.4 million of cash and
cash equivalents, $186.4 million of marketable g&es, and a credit facility consisting of a $3@ndlion revolving line of credit which
replaced our prior line of credit, with optionsdonvert up to $10.0 million to a three-year termrioAdvances under the revolving line of
credit bear interest at either the prime rate & & February 29, 2000) minus 1.25% or the LIBOR-88y rate (6.76375% at February 29,
2000) plus 150 basis points, at our option. Allaates under this revolving line of credit will beedand payable in December 2000. As of
December 31, 1999 there was an advance outstaafi$®)0 million to our Japanese subsidiary, AdvanEaergy Japan K.K. Additionally,
we guarantee a $2,500,000 bank term loan througiehvii, 2000, entered into by a non-public entigt serves as a supplier to us.

We believe that our cash and cash equivalents,ftaglirom operations and available borrowings,|w# sufficient to meet our working
capital needs through at least the end of 200@rAffiat time, we may require additional equity ebtfinancing to address our working
capital, capital equipment or expansion needsdtitian, any significant acquisitions we make maguire additional equity or debt
financings to fund the purchase price, if paidastt. There can be no assurance that additionahnfymdll be available when required or that
it will be available on terms acceptable to us.

YEAR 2000 PROGRAM

We did not experience any significant malfunctiongrrors in our operating or business systems winedate changed from 1999 to 2000.
Based on operations since January 1, 2000, we dexpect any significant impact to our ongoing bess as a result of the "Year 2000
issue." However, it is possible that the full impatthe date change, which was of concern duetaputer programs that use two digits
instead of four digits to define years, has nonldiedly recognized. For example, it is possiblettiiaar 2000 or similar issues may occur with
billing, payroll, or financial closings at the enfla month, quarter or year. We have not experigiacy such problems to date and we believe
that any such problems are likely to be minor aomlectable. In addition, we could still be negatpnenpacted if the Year 2000 or similar
issues adversely affect our
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customers or suppliers. We currently are not awésemny significant Year 2000 or similar problematthave arisen for our customers and
suppliers.

The foregoing beliefs and expectations are forwaotting statements within the meaning of SectioA &¥the Securities Act and Section
21E of the Exchange Act. These are based in laageop certain statements and representations magersons other than us, any of which
statements or representations ultimately could g@towbe inaccurate.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
INTEREST RATE RISK

Our exposure to market risk for changes in intemasts relates primarily to our investment portf@nd long-term debt obligations. We
generally place our investments with high crediligy issuers and by policy are averse to principss and seek to protect and preserve our
invested funds by limiting default risk, marketesnd reinvestment risk. As of December 31, 1999 jlvestments consisted of commercial
paper, municipal bonds and notes and mutual funds.

Our interest expense is sensitive to changes igeheral level of U.S. interest rates with respectur bank facility of which $2.0 million w:
outstanding as of December 31, 1999. Our other, dehtiding our convertible subordinated notesixisd rate in nature and mitigates the
impact of fluctuations in interest rates. The faitue of our debt approximates the carrying amatiiiecember 31, 1999. We believe the
potential effects of near-term changes in interatsts on our debt is not material.

FOREIGN CURRENCY EXCHANGE RATE RISK

We transact business in various foreign countfes.primary foreign currency cash flows are geregtam countries in Asia and Europe. We
have entered into various forward foreign excharwydracts as a hedge against currency fluctuatiotiee Japanese yen. We will continue to
evaluate various methods to minimize the effectsuofency fluctuations. At December 31, 1999, wiel liereign forward exchange contracts
with nominal amounts of $4,500,000 and marketesettint amounts of $4,498,000 for an unrealized gesition of $2,000.

OTHER RISK

We have invested in a start-up company and mdyeiriuture make additional investments in start-omganies that develop products which
we believe may provide future benefits. The curstatt-up investment and any future start-up irmesits will be subject to all of the risks
inherent in investing in companies that are nadldisthed.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To the Board of Directors and Shareholders of AdednEnergy Industries, Inc.:

We have audited the accompanying consolidated balsineets of Advanced Energy Industries, Inc. (avizgre corporation) and subsidiaries
as of December 31, 1999 and 1998, and the relatesbiidated statements of operations, stockholdgrsty, and cash flows for each of the
three years in the period ended December 31, T88%e consolidated financial statements and thedsid referred to below are the
responsibility of the Company's management. Oyramrsibility is to express an opinion on these cbidated financial statements and
schedule based on our audits. The consolidateddiabstatements give retroactive effect to thegaeof the Company and RF Power
Products, Inc., which has been accounted for awhng of interests as described in Note 3 to tresolidated financial statements. We did
not audit the consolidated statements of operatimscash flows for the year ended November 307 18@ previous year-end of RF Power
Products, Inc. - see Note

3), which statements reflect total revenues of H%he related consolidated totals for the yearendecember 31, 1997. These statements
were audited by other auditors whose report has heaished to us, and our opinion, insofar aglétes to amounts included for RF Power
Products, Inc., is based solely upon the repati@bther auditors.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterde@naudit includes examining, on a test
basis, evidence supporting the amounts and digelsesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits and the report of the other auditors proeideasonable basis for our opinion.

In our opinion, based on our audits and the repfattte other auditors, the consolidated finandialesnents referred to above present fairly, in
all material respects, the financial position ofvAdced Energy Industries, Inc. and subsidiariesf &ecember 31, 1999 and 1998, and the
results of their operations and their cash flowssfach of the three years in the period ended Dieeefil, 1999 in conformity with generally
accepted accounting principles.

Our audits were made for the purpose of formingpinion on the basic financial statements takea wbole. The schedule attached to the
consolidated financial statements is presentegddgposes of complying with the Securities and ErgeaCommission's rules and is not part
of the basic financial statements. This scheduseble®n subjected to the auditing procedures apipliedr audits of the basic financial
statements and, in our opinion, is fairly statedllrmaterial respects in relation to the basiaficial statements taken as a whole.

ARTHUR ANDERSEN LLP

Denver, Colorado
February 8, 2000.
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INDEPENDENT AUDITORS' REPORT

The Board of Directors and Shareholders
RF Power Products, Inc.:

We have audited the consolidated statement of ie¢aimareholders' equity, and cash flows of RF P&xeducts, Inc. and subsidiary for the
year ended November 30, 1997 (not separately piexbderein). In connection with our audit of thesasolidated financial statements,
also have audited the related consolidated finaetadement schedule (not separately presentethiefbese consolidated financial
statements and financial statement schedule aresipensibility of the Company's management. Ospaasibility is to express an opinion
these consolidated financial statements and fishstatement schedule based on our audit.

We conducted our audit in accordance with genesalbepted auditing standards. Those standardsegtat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenégpects, the results of operations of RF
Power Products, Inc. and subsidiary and their flass for the year ended November 30, 1997 in confty with generally accepted
accounting principles. Also, in our opinion, théated financial statement schedule, when considiereglation to the basic consolidated
financial statements taken as a whole, presenty,fai all material respects, the information &&th therein.

KPMG LLP

Philadelphia, Pennsylvania
January 16, 1998
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS)

DECEMBER 3 1,
1999 1998
ASSETS
CURRENT ASSETS:
Cash and cash equivalents ....................... $19,352 $ 12,295
Marketable securities - trading 186,440 15,839
Accounts receivable --
Trade (less allowances for doubtful accounts o f approximately
$537 and $582 at December 31, 1999 and 1998, respectively) ........ccoceeenne 41,524 14,841
Related parties ........ccccvveeveveeeennnn. 221
Other ...ccoceeiiiiieeees 542
Income tax receivable .. 3,576
INVENLOries ......cccoovvvveeiiieee e, 21,412
Other current assets ........cccccovcvveeernnes 797
Deferred income tax assets, Net ......ccccceeeeee e 3,080 4,112
Total CUITENt @SSELS ..vvvevvicieeeeee e 280,621 73,635
PROPERTY AND EQUIPMENT, at cost, net of accumulated
depreciation of $17,990 and $14,316 at December 3 1,
1999 and 1998, respectivVely ......cccovvevceeeeee 16,675 15,320
OTHER ASSETS:
Deposits and Other ... 533 1,007
Goodwill and intangibles, net of accumulated amor tization of $2,905 and $1,505 at
December 31, 1999 and 1998, respectively ..... . s 7,949 8,586
Demonstration and customer service equipment, net of
accumulated depreciation of $2,235 and $1,743 at December 31,
1999 and 1998, reSpecCtiVelY ....ccocccccceeeee e 2,197 2,487
Deferred debt issuance COStS, Nt ........cccce.. e 4,410 --
15,089 12,080
Total @SSELS coovviiiiiciiieeceeeeee e $312,385 $1 01,035

The accompanying notes to consolidated financiéstents are an integral part of these consolidztthce sheets.

50



ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS

CURRENT LIABILITIES:
Accounts payable trade ............ccccveveeeenn
Accrued payroll and employee benefits ...........
Other accrued exXpenses .........cccoccveeeeennne
Customer deposits ........coceevevivveiiiinnnnns
Accrued income taxes payable ...................
Capital lease obligations, current portion ......
Notes payable, current portion ..................
Accrued interest payable on convertible subordina

Total current liabilities ...............

LONG-TERM LIABILITIES:
Capital lease obligations, net of current portion
Notes payable, net of current portion ...........
Convertible subordinated notes payable ..........

Total liabilities ...........ccccvvveees

COMMITMENTS AND CONTINGENCIES (Note 13)

MINORITY INTEREST .....coooviiiiiiiiiiiin

STOCKHOLDERS' EQUITY:

Preferred stock, $0.001 par value, 1,000 shares
authorized, none issued and outstanding ......

Common stock, $0.001 par value, 40,000 and 30,000
respectively; 28,250 and 26,725 shares issued

Additional paid-in capital ......................

Retained earnings .......cccccccceveveeeeenennnn.

Accumulated other comprehensive loss ............

Total stockholders' equity ..............

Total liabilities and stockholders' equit

The accompanying notes to consolidated financiéstents are an integral part of these consolidztthce sheets.

(IN THOUSANDS)

DECEMBER 3

"EQUITY

$ 14,481 $
7,341

shares authorized,
and outstanding, respectively .... 28
103,232
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Gross profit .....cccvveveveeieiieieeeniininns

OPERATING EXPENSES:
Research and development .............cccceeees
Sales and marketing ........cccccceeeeveiininnne
General and administrative ....
Restructuring charge .............
Merger COStS .......ccoevvvrvvriiiiiiiieieeeeees
Storm (recoveries) damages ......ccccceceeeeennne

Purchased in-process research and development ...

Total operating expenses ...............c....

INCOME (LOSS) FROM OPERATIONS ........ccccccueennee

OTHER INCOME (EXPENSE):
Interest iNComMe ...........cccceviieiieenns
Interest expense .......
Foreign currency gain
Other, net .....................

Net income (loss) before income taxes and minor
PROVISION (BENEFIT) FOR INCOME TAXES ..............
MINORITY INTEREST IN NET INCOME ...................

NET INCOME (LOSS) ...ccvveiieiiiiiiiieiiee

BASIC EARNINGS (LOSS) PER SHARE ...................
DILUTED EARNINGS (LOSS) PER SHARE .................

BASIC WEIGHTED-AVERAGE COMMON SHARES

OUTSTANDING .....oooiiiiiiiiiiiiiec i,

DILUTED WEIGHTED-AVERAGE COMMON
SHARES OUTSTANDING ......ccccociiiiiiiiies

YEARS ENDED DECEMBER 31,

1999 1998 1997

............... $ 183,958 $124,698 $175,7
............... 102,101 87,985 108,8

............... 81,857 36,713 66,9

............... 26,517 23,849 19,3
16,935 13,531 11,6
13,064 9483 104
—~ 1,000
- 2,742
............... (1,117) 2.7
............... - — 30

............... 56,516 49,488 47,2

............... 25,341  (12,775) 19,7

2119 1111 5
(1,206)  (191) (4
1,504 369

(674)  (931) (3

1,743 358 1

ity interest.. 27,084  (12,417) 19,5
............... 10,177  (2,900) 7.4
69 -

............... $ 16,838 $ (9,517) $ 12,0

............... $ 062 $ (0.36) $ O.

............... $ 059 $ (0.36) $ O.

............... 27,161 26,572 25,5

............... 28,389 26,572 26,3

The accompanying notes to consolidated financiéstents are an integral part of these consolidsaedments.

52



ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
(IN THOUSANDS)

FOR THE YEARS ENDED DECEMBER 31, 1999, 1998 AND 198

ACCUMULATED
COMMON ST OCK ADDITIONAL STOCKHOLDERS' OTHER TOTAL
—————————— ---- PAID-IN RETAINED NOTES DEFERRED COMPREHENSIVE STOCKHOLDERS'
SHARES AM OUNT CAPITAL EARNINGS RECEIVABLE COMPENSATI ON (LOSS)INCOME  EQUITY
BALANCES, December 31, 1996 ............. 25,253 $25 $29,564 $27,082 $(1,161) $(82) $(500) $ 54,928
Exercise of stock options for cash ... 135 - 268 -- - - - 268
Exercise of stock options in
exchange for stockholders' notes
receivable ...........c.cocoe.e. 90 - 470 -- (470) - - --
Proceeds from stockholders' notes
receivable ....................... - - - - 1,564 - - 1,564
Sale of common stock through
employee stock purchase plan...... 8 - 102 -- - - - 102
Amortization of deferred
COMPENSALION ......cvvvvveniens - - - -- - 48 - 48

Sale of common stock through

public offering, net of

approximately $2,276 of

EXPENSES ...ovevvvieiriiiiiris 1,000 1 28,723 -- -- -- -- 28,724
Tax benefit related to shares

acquired by employees

under stock compensation plans ... - -- 29 -- - -- -- 29
Comprehensive income:
Equity adjustment from foreign

currency translation ............. -- -- -- -- - - (192) --

Net income ...... -- -- - 12,056 - - -- -
Total comprehe -- -- -- - - -- -- 11,864
BALANCES, December 31, 1997 ............. 26,486 26 59,156 39,138 (67) (34) (692) 97,527
Exercise of stock options for cash ... 219 1 727 -- -- -- -- 728

Proceeds from stockholders' notes

receivable ...................... - - - -- 67 -- - 67
Sale of common stock through

employee stock purchase plan ..... 20 -- 133 -- - -- -- 133
Amortization of deferred

COMPENSAtioN .......c.cccvervees - - - -- - 34 - 34
Tax benefit related to shares

acquired by employees

under stock compensation plans ... -- - 365 -- - -- - 365
Adjustment to conform year-end of

merged entity ..o - - - (482) - - - (482)
Comprehensive loss:
Equity adjustment from foreign

currency translation ............. - - - -- - -- 278 --
Net 0SS ...ooveiviiiiiieiiies - - - (9,517) - - - --
Total comprehensive loss ............ - - - -- - -- - (9,239)

BALANCES, December 31, 1998 ............. 26,725 27 60,381 29,139 - - (414) 89,133

Exercise of stock options for cash ... 490 - 4,148 -- - - - 4,148
Sale of common stock through

employee stock purchase plan ..... 22 -- 345 -- - -- -- 345
Issuance of common stock for

acquisition of LITMAS ............ 13 -- 385 -- -- -- -- 385

Tax benefit related to shares

acquired by employees

under stock compensation plans ... -- -- 1,422 - -- - -- 1,422
Sale of common stock through

public offering, net of

approximately $2,448 of

expenses reeeeeeen. 1,000 1 36,551 - - - - 36,552
Equity adjustment from foreign

currency translation ............. -- -- -- -- - -- (476) -
Net income -- -- -- 16,838 - -- -- -
Total comprehensive loss ............ -- -- -- -- - -- -- 16,362

BALANCES, December 31, 1999 ............. 28,250 $28 $103,232 $45977 $ -- $-- $ (890) $148,347

The accompanying notes to consolidated financiéstents are an integral part of these consolidaedments.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
(IN THOUSANDS)

YEARS ENDED DECEMBER 31,
1999 1998 1997
CASH FLOWS FROM OPERATING ACTIVITIES:
Netincome (I0SS) ccovvvveviieiiicicieeeee e $ 16,838 $(9,517) $ 12,056

Adjustment for conforming year-end of merged enti |1V - (482) -
Adjustments to reconcile net income (loss) to net
operating activities -

Depreciation and amortization ................. . 7,683 6,544 4,838
Amortization of deferred debt issuance costs. L 81 - -
Minority interest .........cccceeevevinnnes 69 -- -
Provision for deferred income taxes .......... 1,032 (792) (1,657)
Amortization of deferred compensation ........ - 34 48
- - 3,080

Purchased in-process research and development

(Gain) loss on disposal of property and equipm 102 1,046
Earnings from marketable securities, net ..... (765) (174)
Writedown of LITMAS investment ............... 600 -
Changes in operating assets and liabilities -
Accounts receivable-trade, net ............. (26,523) 19,343 (12,067)
Related parties and other receivables ..... . (1,306) 1,473 (502)
INVentories ........ccccceeeeeiiiineeenn. (4,062) 9,795 (11,513)
Other current assets .........ccccvvvveees (911) 1,764 (1,138)
Deposits and other .............cceoon. 291 37) 777
Demonstration and customer service equipmen (426) (1,016) (641)
Accounts payable trade .................... 8,547 (9,436) 10,402
Accrued payroll and employee benefits ..... 4,358 (2,555) 2,613
Customer deposits and other accrued expense 1,757 (591) 699
Income taxes payable/receivable, net ...... 4,093 (5,743) 1,040
Net cash provided by operating activies L 10,104 8,721 8,907

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of marketable securities (170,805)  (1,000) (20,000)
Sale of marketable securities ................... 1,928 6,100 -
Purchase of property and equipment, net ......... (6,841)  (5,292) (7,494)
Purchase of LITMAS, net of cash acquired ........ . (175)  (1,000) -
Acquisition of assets of Fourth State Technology, InC. oo - (2,500) -
Acquisition of Tower Electronics, Inc., net of ca sh acquired ......... -- - (12,995)
Net cash used in investing activites ... (175,893) (3,692) (40,489)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notes payable ..........cccceeeee. 3,304 2,201 15,828
Repayment of notes payable and capital lease obli (1,536) (8,182) (14,449)
Proceeds from convertible debt, net ........... 130,509 - -
Sale of common stock, net of expenses ........... - 28,724
Sale of common stock through employee stock purch 133 102
Proceeds from exercise of stock options and warra 4,148 728 268
Proceeds from stockholders' notes receivable .... - 67 1,564
Net cash provided by (used in) financing activ ities ...ooovenes 173,322 (5,053) 32,037
EFFECT OF CURRENCY TRANSLATION ON CASH .....cccc... i, (476) 278 (192)
INCREASE IN CASH AND CASH EQUIVALENTS .....ccccce. v, 7,057 254 263
CASH AND CASH EQUIVALENTS, beginning of period .... s 12,295 12,041 11,778
CASH AND CASH EQUIVALENTS, end of period ........... s $ 19,352 $12,295 $ 12,041
SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING
AND FINANCING ACTIVITIES:
Tax benefit related to shares acquired by empl oyees under stock
option pPlans .....cccvvvevvieeiceeeees e, $ 1422 $ 365 $ 29
Note payable assumed in Tower acquisition ... e $ - & - $ 1,389
Exercise of stock options in exchange for stoc kholders' notes
receivable ...ccocovcvevceiieieeeee e $ - $ - $ 470
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid forinterest ......cccccoceevvceeeee. $ 232 $ 283 $ 456
Cash paid for income taxes, net .......cccecccee. e, $ 4,654 $ 2,327 $ 7,918




The accompanying notes to consolidated financééstents are an integral part of these consolidatédments.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(1) COMPANY OPERATIONS

Advanced Energy Industries, Inc. (the "Company"¥ecorporated in Colorado in 1981 and reincorpatan Delaware in 1995. The
Company is primarily engaged in the development@oduction of power conversion and control systemtsch are used by manufacturers
of semiconductors and in industrial thin film maaetfiring processes. The Company owns 100% of datie dollowing subsidiaries:
Advanced Energy Japan K.K. ("AE-Japan"), AdvancadrBy Industries GmbH ("AE-Germany"), Advanced Eydndustries U.K. Limited
("AE-UK"), Advanced Energy Industries Korea, INtAE-Korea") and Advanced Energy Taiwan, Ltd. ("ABivan"). The Company also
owns 100% of Advanced Energy Voorhees, Inc. ("TAEWJmerly RF Power Products, Inc. ("RFPP") and €o®&lectronics, Inc. ("Tower"),
and 56.5% of LITMAS. AEV is a New Jersey-based giesi and manufacturer of radio frequency poweresyst matching networks and
peripheral products primarily used by original gument providers in the semiconductor capital eqeiptncommercial coating, flat panel
display and analytical instrumentation markets. &oi8 a Minnesota-based designer and manufactficerstom, high-performance
switchmode power supplies used principally in #ledcommunications, medical and non-impact printivtystries. LITMAS is a start-up
company that designs and manufactures plasma géanadnt systems and high-density plasma sources.

The Company continues to be subject to certairs is&hkilar to other companies in its industry. Thesks include significant fluctuations of
quarterly operating results, the volatility of themiconductor and semiconductor capital equipmmehtstries, customer concentration within
the markets the Company serves, manufacturingtfasitisks, recent and potential future acquisgiomanagement of growth, supply
constraints and dependencies, dependence on deisignbarriers to obtaining new customers, the lheglel of customized designs, rapid
technological changes, competition, internatiomdgs risks, the Asian financial markets, intellatforoperty rights, governmental regulatic
and the volatility of the market price of the Compa common stock. A significant change in anyhefse risk factors could have a material
impact on the Company's business.

(2) SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION -The consolidated financial statements includeatemunts of the Company and its subsidiaries. igiiicant
intercompany accounts and transactions have baaimated in consolidation.

CASH AND CASH EQUIVALENTS --For cash flow purposes, the Company considersagh and highly liquid investments with an orig
maturity of 90 days or less to be cash and casivaeuts.

INVENTORIES -- Inventories include costs of mattsjalirect labor and manufacturing overhead. Inmees are valued at the lower of
market or cost, computed on a first-in, first-oasis.

MARKETABLE SECURITIES - TRADING -- The Company has/estments in marketable equity securities andioipal bonds, which
have original maturities of 90 days or more. Inaadance with Statement of Financial Accounting 8tads ("SFAS") No. 115, "Accounting
for Certain Investments in Debt and Equity Secesiti the investments are classified as tradingrgesuand reported at fair value with
unrealized gains and losses included in earnings.
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DEMONSTRATION AND CUSTOMER SERVICE EQUIPMENT -- Damstration and customer service equipment are rmatwred
products utilized for sales demonstration and eaén purposes. The Company also utilizes thisprgant in its customer service functior
replacement and loaner equipment to existing custem

The Company depreciates the equipment based estitsated useful life in the sales and customefigefunctions. The depreciation is
computed based on a 3-year life.

PROPERTY AND EQUIPMENT -- Property and equipmendtested at cost. Additions, improvements, and maoewals are capitalized.
Maintenance, repairs, and minor renewals are exgeas incurred.

Depreciation is provided using straight-line andederated methods over three to ten years for maghiand equipment. Amortization of
leasehold improvements and leased equipment isda@wsing the straight-line method over the lif¢he lease term or the life of the assets,
whichever is shorter.

GOODWILL AND INTANGIBLES -- Goodwill and intangibke are recorded at the date of acquisition at tidkicated cost. Amortization is
provided over the estimated useful lives of apprately 7 years for both the goodwill and the inialgyassets.

CONCENTRATIONS OF CREDIT RISK -- The Company's neues generally are concentrated among a small nuofilcestomers, the
majority of which are in the semiconductor cap&guipment industry. The Company's foreign subselasales are primarily denominated in
currencies other than the U.S. dollar (see noteTl#§ Company establishes an allowance for doubtfobunts based upon factors
surrounding the credit risk of specific customdistorical trends and other information.

WARRANTY POLICY -- The Company estimates the amtated costs of repairing products under warransgthan the historical average
cost of the repairs. The Company offers warrantyecage for its systems for periods ranging fromid.24 months after shipment.

CUMULATIVE TRANSLATION ADJUSTMENT -- The functionaturrency for the Company's foreign operationsiésapplicable local
currency.

The Company records a cumulative translation adjest from translation of the financial statemeritdB-Japan, AE-Germany, AE-Korea,
AE-UK and AE-Taiwan. This equity account includhe tesults of translating balance sheet assetBanilities at current exchange rates as
of the balance sheet date, and the statementsddims and cash flows at the average exchange dating the respective year.

The Company recognizes gain or loss on foreigrneoary transactions, which are not considered tof ladang-term investment nature. The
Company recognized a gain on foreign currency &etiens of $1,504,000, $369,000 and $97,000 foy#as ended December 31, 1999,
1998 and 1997, respectively.

REVENUE RECOGNITION -- The Company recognizes rexewhen products are shipped.

INCOME TAXES -- The Company accounts for incomeein accordance with SFAS No. 109, "Accountinglfi@ome Taxes." In
accordance with SFAS No. 109, deferred tax assetdiabilities are recognized for temporary diffeces between the tax basis and financial
reporting basis of assets and liabilities, compuatiecurrent tax rates. Also, the Company's deferregime tax assets include certain future tax
benefits. The Company records a valuation allowagzenst any portion of those deferred income $wet which it believes it will more
likely than not fail to realize.

EARNINGS PER SHARE -- Basic EPS is computed bydihg income available to common stockholders bywik&htedaverage number
common shares outstanding during the period. Thepatation of diluted EPS is similar to the compigtabf basic EPS except that the
denominator is increased to include the numbedditamnal common shares that would have been mdsig (using the treasury stock
method)
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if dilutive potential common shares had been issBadic and diluted EPS were the same for fisc8Bl#8s the Company incurred losses from
operations, therefore, making the effect of allgmtial common shares anti-dilutive.

COMPREHENSIVE INCOME (LOSS) -- SFAS No. 130, "Rejimy Comprehensive Income," established rulesHerreporting of
comprehensive income (loss) and its components.pgaimensive income (loss) for the Company consist&ebincome
(loss) and foreign currency translation adjustmentis presented in the Consolidated Stateme®toakholders' Equity.

SEGMENT REPORTING -- SFAS No. 131, "Disclosure a®egments of an Enterprise and Related Informdtiequires a public business
enterprise to report financial and descriptive infation about its reportable operating segmenter@mg segments are components of an
enterprise about which separate financial infororais available that is evaluated regularly bydhief operating decision-maker in deciding
how to allocate resources and in assessing perfaen®anagement operates and manages its businagsplying power conversion and
control systems as one operating segment, asgiagiucts have similar economic characteristics@nduction processes.

RECENT ACCOUNTING PRONOUNCEMENTS -- In June 1998 #ASB issued SFAS No. 133, "Accounting for Deilin@instruments
and Hedging Activities." The Company is requirectiopt SFAS No. 133, as amended by SFAS No. 13i&dal 2001. SFAS No. 133
establishes accounting and reporting standardseiavative instruments and for hedging activityrbyuiring all derivatives to be recorded on
the balance sheet as either an asset or liabilitynaeasured at their fair value. Changes in thizakgre's fair value will be recognized
currently in earnings unless specific hedging antiog criteria are met. SFAS No. 133 also estabBslmiform hedge accounting criteria for
all derivatives. The Company does not believe tiraiadoption of SFAS No. 133 will have a matemapact on the consolidated financial
statements.

In December 1999 the staff of the Securities anchBrge Commission issued its Staff Accounting Bull@ SAB") No. 101, "Revenue
Recognition." SAB No. 101 provides guidance onrtfeasurement and timing of revenue recognitionnarfcial statements of public
companies. Changes in accounting policies to ajmg\guidance of SAB No. 101 must be adopted byrdieg the cumulative effect of the
change in the fiscal quarter ending March 31, 200@hagement does not believe that the adoptiorA& ISo. 101 will have a material effect
on the Company's financial position or results pémations.

ESTIMATES AND ASSUMPTIONS -- The preparation of tiempany's consolidated financial statements ifiararity with generally
accepted accounting principles requires the Compangnagement to make estimates and assumptidreffénz the amounts reported and
disclosed in the consolidated financial statemantsaccompanying notes. Actual results could dfffan those estimates.

ASSET IMPAIRMENTS -- The Company reviews its loliged assets and certain identifiable intangibtebe held and used by the Comp
for impairment whenever events or changes in cigtantes indicate their carrying amount may noelseverable. In so doing, the Company
estimates the future net cash flows expected tdtrigem the use of the asset and its eventualodision. If the sum of the expected future net
cash flows (undiscounted and without interest cbsiris less than the carrying amount of the aasatmpairment loss is recognized to reduce
the asset to its estimated fair value. Otherwiségairment loss is not recognized. Ldhgd assets and certain identifiable intangibtebé
disposed of, if any, are reported at the lowerasfyding amount or fair value less cost to sell.

(3) ACQUISITIONS

LITMAS -- During 1998 the Company acquired a 29%newship interest in LITMAS, a privately held, Notarolina-based start-up
company that designs and manufactures plasma gésnaént systems and high-density plasma sourcespditthase price consisted of $1
million in cash. On October 1, 1999, the
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Company acquired an additional 27.5% interest TAMAS for an additional $560,000. The purchase pciaesisted of $385,000 in the
Company's common stock and $175,000 in cash. Tdpesatton was accounted for using the purchase okt accounting and resulted in
$523,000 allocated to intangible assets as goadi¥ik results of operations of LITMAS are includethin the accompanying consolidated
financial statements from the date the controllirtgrest of 56.5% was acquired.

AEV -- On October 8, 1998, AEV (formerly RF PowapBucts, Inc.), a New Jersey-based designer andfaetnrer of radio frequency
power systems, matching networks and peripheralymts primarily for original equipment providerstire semiconductor capital equipment,
commercial coating, flat panel display and analltinstrumentation markets, was merged with a whmlvned subsidiary of the Company.
The Company issued approximately 4 million shafés@ommon stock to the former shareholders oWAEach share of AEV common
stock was exchanged for 0.3286 of one share aEtimepany's common stock. In addition, outstandiny/AEock options were converted at
the same exchange factor into options to purchagmaimately 148,000 shares of the Company's comstaok.

The merger constituted a tax-free reorganizatiahlas been accounted for as a pooling of intetester Accounting Principles Board
Opinion No. 16. Accordingly, all prior period cotisiated financial statements presented have bestateg to include the combined balance
sheet, statements of operations and cash flowddf &s though it had always been part of the Compagy/'s year-end was November 30,
and therefore, the combined statements of opesatiad cash flows for fiscal 1997 include AEV's itssfor the year ended November 30,
1997.

AEV's operating results for the month of Decemi@38Lare not reflected in the accompanying constilatatement of operations. This is
due to changing AEV's year-end from November 3Déagember 31 to conform to the Company's year-ei/'&\month of December 1998
operating results were revenues of approximateB8%¥00 and a net loss of $482,000, which has blearged directly to retained earnings in
order to report only twelve months' operating ressuh connection with the merger, the Company méed in the fourth quarter of 1998 a
charge to operating expenses of $2,742,000 foctdnerger-related costs.

There were no transactions between the Companyi&idprior to the combination, and immaterial adjushts were recorded to conform
AEV's accounting policies. Certain reclassificatiomere made to conform the AEV financial statemémtie Company's presentations. The
results of operations for the separate companigsambined amounts presented in the consolidateaidial statements follow:

YEARS ENDED DECEMBER 31,

1998 1997
(IN THOUSANDS)
Sales:
Pre-merger
Advanced ENergy .........cccceeeveeeneennne. $ 86,289 $141,923
AEV . 18,436 33,835
POSt-Merger .......ccccooveveeveveeeeenennnnn. 19,973
Consolidated .........ccccocvvrvierrnnnne $ 124,698 $175,758

Net (loss) income:

Pre-merger
Advanced ENergy ........cccccoeveeenneenne. $ (2,748) $10,362
AEV .o (3,859) 1,694

Post-merger .... (168)

Merger COSt .....oovvvviveeeeiiniiiiiiiieees (2,742) --
Consolidated .........ccceevveeviiennen. $ (9,517) $12,056

FST -- Effective September 3, 1998, the Companyiaed substantially all of the assets of FourtheSTaechnology, Inc. ("FST"), a privately
held, Texas-based designer and manufacturer oépsamontrols used to monitor and analyze dateeifRth process. The purchase price
consisted of $2.5 million in cash, assumption $143,000 liability, and an earn-out provision whistbased on profits over a twelve-
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quarter period beginning October 1, 1998. Approxetya$2.6 million of the initial purchase price waltocated to intangible assets. During
the fourth quarter of 1999, the Company accrued$mD to intangible assets as a result of the eatprovision being met during the fifth
quarter period. The results of operations of FSTiaeluded within the accompanying consolidatedricial statements from the date of
acquisition.

TOWER -- Effective August 15, 1997, the Companyuhieeyl all of the outstanding stock of Tower, a Misota-based designer and
manufacturer of custom, high-performance switchmualger supplies used principally in the telecommations, medical and non-impact
printing industries. The purchase price consisfebld.5 million in cash and a $1.5 million non-irgst-bearing promissory note to the seller
(the "Note"), which was paid in full during Auguk®98. Total consideration, including the effectroputing interest on the Note, equaled
$15,889,000. The acquisition was accounted forgugia purchase method of accounting and resultacbime-time charge of $3,080,000 for
in-process research and development costs accasradesult of the transaction. Acquisition costaléd approximately $209,000.

The purchase price was allocated to the net as&wver as summarized below:

(In thousands)

Cash and cash equivalents $ 1,714
Accounts receivable 2,555
Inventories 2,691
Deferred tax asset 57
Fixed assets 280
Goodwill 7,490
Purchased in-process research and development 3,080
Other assets 39
Accounts payable (1,292)
Accrued liabilities (516)
$ 16,098

The purchase agreement included a contingent pseqgtrace based on Tower exceeding a certain @lekih 1998. No additional purchase
price was recorded during 1998 as the sales leasIinet achieved.

The results of operations of Tower are includedhinithe accompanying consolidated financial statemfom the date of acquisition.
(4) PUBLIC OFFERING OF COMMON STOCK

In October 1997 the Company closed on an offerfrits@ommon stock. In connection with the offeriigd00,000 shares of common shares
were sold at a price of $31 per share, providirgpgproceeds of $31,000,000, less $2,276,000 @nindf costs.

In November 1999 the Company closed on an additimifering of its common stock. In connection witte offering, 1,000,000 shares of
common shares were sold at a price of $39 per spareiding gross proceeds of $39,000,000, les44®000 in offering costs.
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(5) MARKETABLE SECURITIES - TRADING
MARKETABLE SECURITIES - TRADING are reported at théair value and consisted of the following:

DECEMBER 31,

1999 1998

(IN THOUSANDS)
Commercial Paper ........cccocveevveeviveeennen. $118,894 $12,290
Municipal bonds and notes ........................ 67,453 2,815
Mutual funds .......ccoceeiiiiiiiiiiieee 93 734

$186,440 $15,839

These marketable securities have original cos&l85,069,000 and $14,900,000 as of December 3B, 4898 1998, respectively.
(6) ACCOUNTS RECEIVABLE - TRADE
ACCOUNTS RECEIVABLE - TRADE consisted of the follivg:

DECEMBER 31,

(IN THOUSANDS)
Domestic $19,269 $8,295
FOreign .....veveeeeeviiiieeeee 22,792 7,128
Allowance for doubtful accounts .................. (537) (582)

$41,524 $14,841

(7) INVENTORIES
INVENTORIES consisted of the following:

DECEMBER 31,

1999 1998

(IN THOUSANDS)
Parts and raw materials ................ccecee. $17,029 $13,212
WOrK in ProCess ......cccoeeeiuvveeeriiiineannnee 2,523 1,934
Finished goods ..........ccccccvviiiiiiennenenn. 5,922 6,266

$ 25,474 $21,412

(8) PROPERTY AND EQUIPMENT
PROPERTY AND EQUIPMENT consisted of the following:

DECEMBER 31,

1999 1998
(IN THOUSANDS)
Machinery and equipment ...............ccc....... $17,734 $14,680
Computers and communication equipment ........... 8,731 7,306
Furniture and fixtures ...........ccccceeueeee. 3,548 3,591
Vehicles .....ccvveiiiiiiieiiiieee 136 155
Leasehold improvements ...........cccccoeeeinne 4,516 3,904

34,665 29,636
Less - accumulated depreciation ................. (17,990) (14,316)

$16,675 $15,320
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(9) NOTES PAYABLE

Revolving line of credit of $30,000,000, expiring D
at bank's prime rate minus 1.25% or the LIBOR 360
points, (average 2.06848% during 1999, 2.02857% a
This line includes $20,000,000 available for gene
to convert up to $10,000,000 to a three-year term
advances up to $5,000,000 each for Optional Curre
Foreign Exchange Contracts. Borrowing base consis
eligible accounts receivable plus the lesser of 2
or $5,000,000. Loan covenants provide certain fin
related to working capital, leverage, net worth,
of dividends and profitability ..................

Note payable to the New Jersey Economic Development
interest at 5%, principal and interest due monthl

DECEMBER 31,

(IN THOUSANDS)
ecember 7, 2000, interest
-day rate plus 150 basis
t December 31, 1999)
ral use, with an option
loan; additional
ncy Rate Advances and
ts of the sum of 80% of
0% of eligible inventory
ancial restrictions
payment and declaration
.............................. $1,958 $ --

Authority, with
y, matures January 2002

and secured by machinery and equipment .......... . L 216 316
2,174 316
Less -- CUITeNt POItiON ...cocvvveeeiiiieeeeeees e (2,058) (100 )
$ 116 $216

(10) CONVERTIBLE SUBORDINATED NOTES PAYABLE

In November 1999 the Company issued $135 millionarfvertible subordinated notes payable at 5.23%s& notes mature November 15,
2006, with interest payable on May 15th and Novaniah each year beginning May 15, 2000. Net prdsde the Company were
approximately $130.5 million, after deducting $8lion of offering costs which have been capitatizand are being amortized over a period
of 7 years. The notes may be converted, by theeh@ltlany time, into shares of the Company's comstark at $49.53 per share, and are
convertible by the Company on or after November2D®2 at conversion prices ranging from $100.75103.00 per common share. At
December 31, 1999, $886,000 of interest expenseaw@sed as a current liability.

(11) INCOME TAXES

For the years ended December 31, 1999, 1998 and ft#9provision for income taxes consists of awam for taxes currently payable and a
provision for tax effects deferred to future pesgoth 1997 the Company increased its statutory taSrate from 34% to 35%.

The provision (benefit) for income taxes for thageeended December 31, 1999, 1998 and 1997 idlawso

DECEMBER 31,

1999 1998 1997
(IN THOUSANDS )
Federal ................. $ 6,645 $(3,307) $ 5,964
State and local ......... 1,254 (475) 1,432
Foreign taxes ........... 2,278 882 71
$10,177  $(2,900) $ 7,467
Current ... ... $9,145 $(2,108) $9,124
Deferred ................ 1,032 (792) (1,657)
$10,177  $(2,900) $ 7,467

61



The following reconciles the Company's effective tate to the federal statutory rate for the yesnded December 31, 1999, 1998 and 1997:

DECEMBER 31,

1999 1998 1997

(IN THOUSANDS)

Income tax expense (benefit) per federal statutory rate ......... $ 9,479 $(4,346) $6,808
State income taxes, net of federal deduction ...... 815 (309) 830
Foreign sales corporation ............ccccee..... (331) - (209)
Nondeductible merger costs (228) 960 --
Nondeductible goodwill amortization ............... 353 353 132
Nondeductible purchased in-process researchanddev =~ elopment ..... - -- 1,078
Other permanent items, net (94) (191) (22)
Effect of foreign taxes ........cccccvvvevvenennnn. 1,000 80 275

- 610

Foreign operating loss with no benefit provided ...
Change in valuation allowance .....................
Tax credits ..

(717) 107 -(-530)
(100)  (164)  (511)
- ~  (384)

$10,177 $(2,900) $7,467

The Company's deferred income taxes assets are atzechas follows:

DECEMBER 31, 1999 CHANGE DECEM BER 31, 1998
(IN THOUSANDS)

Employee bonuses ........ccccoeevvvvevvveevieee L $ - $ (67) $ 67
Warranty reserve ..... - 512 103 409
Bad debtreserve .......cccoooveieiiiiieeenne. L 196 9) 205
Vacation accrual ............ccocceveeenn. . 488 211 277
Obsolete and excess inventory .......ccccceeeeeeee. L 740 (515) 1,255
Foreign operating loss carryforwards ............... ... - (1,253) 1,253
Research and development credit carryforwards ..... ... - (324) 324
Alternative minimum tax credit carryforwards ...... ... -- (276) 276
Investment in LITMAS ... 343 112 231
Depreciation and amortization ...........cccceeeee.. L 428 256 172
Other i 373 13 360
Less: Valuation allowance on foreign operating loss

carryforwards .......cccooevvviiiiiiiiies L -- 717 (717)

$3,080 $(1,032) $ 4,112

The domestic versus foreign component of the Coryiparet income (loss) before income taxes at Deee®b, 1999, 1998 and 1997, wa:
follows:

DECEMBER 31,
1999 1998 1997
(IN THOUSA NDS)
Domestic .......c........ $21,385  $(12,89 1) $18,594
Foreign .......cccee.. 5,699 47 4 929
$27,084 $(12,41 7) $19,523

(12) RETIREMENT PLAN

The Company has a 401(k) Profit Sharing Plan whakers all full-time employees who have completedr®onths of full-time continuous
service and are age eighteen or older. Participaaisdefer up to 20% of their gross pay up to aimarm limit determined by law.
Participants are immediately vested in their cbotibns.

The Company may make discretionary contributiorsetan corporate financial results for the fisary Effective January 1, 1998, the
Company increased its matching contribution fotipgrants in the 401(k) Plan up to a 50% matchingontributions by employees up to |
of the employee's compensation. The Company'scotdtibutions to the plan were approximately $880, $746,000 and $620,000 for the
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years ended December 31, 1999, 1998 and 1997 cieghe. Vesting in the profit sharing contributi@ecount is based on years of serv
with a participant fully vested after five yearsooédited service.

(13) COMMITMENTS AND CONTINGENCIES

CAPITAL LEASES

The Company finances a portion of its property egdipment under capital lease obligations at istenaes ranging from 7.63% to 8.96%.
The future minimum lease payments under capitalizage obligations as of December 31, 1999 arellasvt:

(IN THOUSANDS)

2000.....cciiiii e $ 89
2001 i 52
Total minimum lease payments.....cccccee... ... 141
Less -- amount representing interest....... ... (20)
Less -- current portion.........ccceeeeeee. L. (89)

$ 42

OPERATING LEASES

The Company has various operating leases for altibe@so equipment, and office and production spat®ed 15). Lease expense under
operating leases was approximately $4,628,000584050 and $2,976,000 for the years ended Dece®ihd999, 1998 and 1997,
respectively.

The future minimum rental payments required unagrcancelable operating leases as of December 99,dr@ as follows:

(IN THOUSANDS)

0 $ 4,554
2001 i ——— 3,486
2002 i 2,903
2003 2,512
2004 i ————— 2,200
Thereafter......ooovvvvieeeeee 8,274
$23,929

GUARANTEE

Subsequent to year-end, the Company extended argaarfor a $2,500,000 bank term loan through M&ict?000, entered into by a non-
public entity that serves as a supplier to the CamgpAn officer of the Company serves as a direst@uch entity. The Company has
received warrants to purchase shares of the supptiproviding this guarantee. No value has cutyelneen assigned to these warrants.
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(14) FOREIGN OPERATIONS

The Company operates in a single operating segmiéimbperations in the U.S., Asia and Europe. TdilWwing is a summary of the
Company's foreign operations:

YEARS ENDED DECEMBER 31,

1999 1998 1997
(IN THOUSANDS)
Sales:
Originating in Japan to unaffiliated customers.. ... $ 16270 $ 6,300 $ 114 31
Originating in Europe to unaffiliated customers. ... 12,724 8,489 7,4 87
Originating in U.S. and sold to foreign customers ... 22,767 20,457 21,8 85
Originating in U.S. and sold to domestic customer [ 130,762 89,452 134,9 55
Originating in South Korea to unaffiliated custom ers ..... 1,435 -- -
Transfers between geographic areas 24,053 10,304 14,5 23
Intercompany eliminations ....................... (24,053) (10,304) (14,5 23)
$183,958 $124,698 $1757 58
Income (loss) from operations:
JAPAN oo $ 1,758 $ (1,505) $ ( 73)
EUIOPE oo 2,379 1,722 1,4 88
UsS e, 21,405 (12,971) 18,6 02
South KOrea ....ccccoovvvieiiiiiiicciices 188 (186) --
Intercompany eliminations ...........ccoeeeeeee. L (389) 165 3 03)
$ 25,341 $(12,775) $ 19,7 14
Identifiable assets:
JAPAN oo $ 13,967 $ 6,039
......... 11,950 5,073
......... 332,383 120,675
......... 1,393 610

......... (47,308)  (31,362)

$312,385 $101,035

Intercompany sales among the Company's geograpas are recorded on the basis of intercompanggdstablished by the Company.
(15) RELATED PARTY TRANSACTIONS

The Company leases office and production spaces dértéimited liability partnership consisting of t&in officers of the Company and other
individuals. The leases relating to these spacpsesin 2009 and 2011 with monthly payments of agpnately $52,000 and $58,000,
respectively.

The Company also leases other office and produspaice from another limited liability partnershgmsisting of certain officers of the
Company and other individuals. The lease relatintpis space expires in 2002 with a monthly payneértpproximately $28,000.

Approximately $1,693,000, $1,359,000 and $1,320W8a86 charged to rent expense attributable to teases for the years ended December
31, 1999, 1998 and 1997, respectively.

The Company leases, for business purposes, a camdamowned by a partnership of certain stockhadd&he Company paid the partners
approximately $36,000 for each of the years endecebhber 31, 1999, 1998 and 1997, relating to daisd.

In prior years, certain stockholders of the Compexgrcised options to purchase shares of the Coytypemmmon stock in exchange for
notes receivable in the amount of the exerciseepfiibese notes receivable and accrued interestdesmrepaid in full.
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(16) MAJOR CUSTOMERS

The Company's sales to major customers (purchasesess of 10% of total sales) are to entitieckvhre primarily manufacturers of
semiconductor capital equipment and disk storagé@etent and, for the years ended December 31, 1988 and 1997 are as follows:

DECEMBER 31,

1999 1998 19 97
Customer A ..., 32% 23% 31%
Customer B ........cccceeennn. 7% 7% 11%
Customer C .........coeene 7% 10% 5%
46% 40% 47%

(17) FORWARD CONTRACTS

AE-Japan enters into foreign currency forward cacts to buy U.S. dollars to hedge its payable josérising from trade purchases and
intercompany transactions with its parent. Foreigrmency forward contracts reduce the Company's®&x to the risk that the eventual net
cash outflows resulting from the purchase of présldenominated in other currencies will be advgraéfected by changes in exchange rates.
Foreign currency forward contracts are enteredwitb a major commercial Japanese bank that haghachedit rating and the Company di
not expect the counterparty to fail to meet itdgdtions under outstanding contracts. Foreign cusrgains and losses under the above
arrangements are not deferred. The Company geyerabrs into foreign currency forward contractfwaturities ranging from 1 to 4
months, with contracts outstanding at Decembed 829, maturing through April 2000. At December 3399, the Company held foreign
forward exchange contracts with nominal amount$40500,000 and market settlement amounts of $089&pr an unrealized gain position
of $2,000.

(18) STOCK PLANS

EMPLOYEE STOCK OPTION PLAN -- During 1993 the Compgaadopted an Employee Stock Option Plan (the "lByg# Option Plan™)
which was amended and restated in September 188b,&y 1998 and February 1999. The Employee Ogptian allows issuance of
incentive stock options, non-qualified options, atmtk purchase rights. The exercise price of itieerstock options shall not be less than
100% of the stock's fair market value on the dagrant. The exercise price of non-qualified stopitions shall not be less than 50% of the
stock’s fair market value on the date of granti@stissued in 1999, 1998 and 1997 were issue@Qfblof fair market value with typical
vesting over three to five years. Under the Empdo®gtion Plan, the Company has the discretion ¢elacate the vesting period. The options
are exercisable for ten years from the date oftgildre Company has reserved 5,625,000 shares ahoonstock for the issuance of stock
under the Employee Option Plan, which terminatekiime 2003.

In connection with the grant of certain stock opi@n June 30, 1995, the Company recorded $14f0fferred compensation for the
difference between the deemed fair value for actiogmpurposes and the option price as determinetid”ompany at the date of grant. This
amount is presented as a reduction of stockholdqtsty and has been amortized over the 3-yeaingegeriod of the related stock options.

EMPLOYEE STOCK PURCHASE PLAN -- In September 198&ckholders approved an Employee Stock Purchase(la "Stock

Purchase Plan") covering an aggregate of 200,08@slof common stock. Employees are eligible ttiggpate in the Stock Purchase Plan if
employed by the Company for at least 20 hours pakvduring at least five months per calendar yearticipating employees may have uj
15% (subject to a 5% limitation set by the Compasfytheir earnings or a maximum of $1,250 per sonth period withheld pursuant to the
Stock Purchase Plan. Common stock purchased umgl&tock Purchase Plan will be equal to 85% ofdiver of the fair market value on t
commencement date of each offering period or tlevaat purchase date. During 1999, 1998 and 198playees purchased an aggregate of
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22,390, 20,264 and 8,186 shares under the Stockh&se Plan, respectively.

NON-EMPLOYEE DIRECTORS STOCK OPTION PLAN -- In Septeenii995 the Company adopted the 1995 Non-Employeztors

Stock Option Plan (the "Directors Plan") coveririg@®0 shares of common stock. In February 1999ldmewas amended to increase the
number of shares of common stock issuable undér glan to 100,000 shares of common stock. The Biredlan provides for automatic
grants of non-qualified stock options to directofshe Company who are not employees of the Comgadwytside Directors"). Pursuant to
the Directors Plan, upon becoming a director ofGoenpany, each Outside Director will be granteajation to purchase 7,500 shares of
common stock. Such options will be immediately eigable as to 2,500 shares of common stock, andegt as to 2,500 shares of common
stock on each of the second and third anniversafid®e grant date. On each anniversary of the dat@hich a person became an Outside
Director, an option for an additional 2,500 shasegranted. Such additional options vest on theltanniversary of the date of grant. Options
will expire ten years after the grant date, andetkercise price of the options will be equal to fdie market value of the common stock on the

grant date. The Directors Plan terminates Septe2@@5.

The following summarizes the activity relating tations for the years ended December 31, 1999, 4868.997:

Stock options:
Incentive stock options --
Options outstanding at beginning
of period ..
Granted ..........coevviiiiiiiiiinns
Exercised .. .
Terminated .........ccocecveeviiinns

Options outstanding at end of period ...
Options exercisable at end of period ...

Weighted-average fair value of

options granted during the period ....  $
Price range of outstanding options ..... $
Price range of options terminated ...... $

Non-employee directors stock options--
Options outstanding at beginning
of period ........cccoevveiieeninen,
Granted .........ccocciiiiiiiiies
Exercised ... .
Terminated .........cccceeveviiennnn,

Options outstanding at end of period ....
Options exercisable at end of period ....

Weighted-average fair value of options

granted during the period .............. $
Price range of outstanding options ...... $6.
Price range of options terminated ....... $

1999 1998

(IN THOUSANDS, EXCEPT SHARE PR

Weighted-Average Weighted-Average
Exercise Exercise
Shares Price Shares  Price

1,987 $ 901 1475 $ 7.02
377 3169 937  10.23
(487) 844 (219) 335
(67) 1044  (206)  6.35

1,810 13.82 1,987 9.01

801 9.10 651 6.89
19.26 $6.71
0.67-$44.97 $0.67-$31.63 $0.6
3.88-$28.16 $0.83-$12.75 $3.

45 $12.18 25 $14.67
18 32.94 20 7.55
(3 1105 - -

$ - $6.

Weighted-Average
Exercise
Shares Price

1,017 $ 3.57

731 11.60
(225) 3.25

(48) 4.96
1,475 7.02

489 4.35

20  $9.82
17 16.64
%) 7.13
(10) 9.82
25 14.67
8 14.62

Statement of Financial Accounting Standards No, 128counting for Stock-Based Compensation" ("SHA& 123"), defines a fair value
based method of accounting for employee stock npta similar equity instruments. However, SFAS 23 allows the continued
measurement of compensation cost for such plang tisé intrinsic value based method prescribed B ®pinion No. 25, "Accounting for
Stock Issued to Employees” ("APB No. 25"), providledt pro forma disclosures are made of net inconiess and net income or loss per
share, assuming the fair value based method of 323 had been applied. The Company has eléateccount for stock-based
compensation plans under APB No. 25, under whichampensation expense is recognized.
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For SFAS No. 123 purposes, the fair value of egatlon grant is estimated on the date of grant uiegBlack-Scholes option pricing model
with the following weighted-average assumptions:

1999 1998 1997
Risk-free interest rates 5.9 2% 5.06% 6.17%
Expected dividend yield rates 0. 0% 0.0% 0.0%
Expected lives 4 yea rs  4years 4 years
Expected volatility 77.3 3% 87.48% 101.16%

The total fair value of options granted was comg@utebe approximately $7,605,000, $6,056,000 an8ll¥4000 for the years ended
December 31, 1999, 1998 and 1997, respectivelys&hmounts are amortized ratably over the vestnigg of the options. Cumulative
compensation cost recognized in pro forma net ircomoss with respect to options that are foréefigor to vesting is adjusted as a
reduction of pro forma compensation expense irp#red of forfeiture. Pro forma stock-based compéing, net of the effect of forfeitures
and tax, was approximately $2,999,000, $2,033,0@0%906,000 for 1999, 1998 and 1997, respectively.

Had compensation cost for these plans been detednsionsistent with SFAS No. 123, the Company'smoeime would have been reduced to
the following pro forma amounts:

1999 1998 1997

(IN THOUSANDS, EXCEPT

PER SHARE DATA)
Net Income (Loss):

As reported $16,838

Pro forma 13,839
Diluted Earnings (Loss) Per Share:

As reported $ 0.59

Pro forma 0.49

$ (9,517) $12,056
(11,550) 11,150

$ (0.36) $ 0.46
(0.43)  0.42

Because the SFAS No. 123 method of accounting dialsaen applied to options granted prior to Jantiay995, the resulting pro forma
compensation cost may not be representative otahas expected in future years.

The following table summarizes information abowg #tock options outstanding at December 31, 1999:

Options Outstanding Options Exercisab le
Weighted-
Average Weighted- Weight ed-
Remaining  Average Averag e
Year Range of Number Contractual Exercise Number Exerci se
Granted Exercise Prices Outstanding Life Price Exercisable Price
1993-1994 $0.67 to$8.76 43,000 40years $2.69 43,000 $ 2.69
1995 $2.57 to$11.05 40,000 5.0years $6.42 39,000 $ 6.42
1996 $3.88 to$11.05 176,000 6.6 years  $4.97 165,000 $ 4.99
1997 $7.13 to $31.63 468,000 6.9years  $11.46 320,000 $11.16
1998 $6.75 to $17.32 756,000 8.5years  $10.03 241,000 $10.27
1999 $26.63 to $44.97 387,000 9.3years  $31.80 15,000 $ 33.06
1,870,000 7.9years $14.15 823,000 $ 9.39
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

SCHEDULE Il -- VALUATION AND QUALIFYING ACCOUNTS

BALANCE A T
BEGINNING OF ADDITIONS CHARGED BALANCE AT
PERIOD TO EXPENSE DEDUCTIONS END OF PERIOD

(IN THOUSANDS)
Year ended December 31, 1997:

Inventory obsolescence reserve....  $ 2,077 $ 4,526 $3,322 $3,281
Allowance for doubtful accounts... 382 263 58 587
$ 2,459 $4,789 $3,380 $3,868
Year ended December 31, 1998:
Inventory obsolescence reserve....  $ 3,281 $6,712 $7367 $2,626
Allowance for doubtful accounts... 587 77 82 582
$ 3,868 $6,789 $7,449  $3,208
Year ended December 31, 1999:
Inventory obsolescence reserve.... $ 2,626 $ 4,867 $5576 $1,917
Allowance for doubtful accounts... 582 39 84 537
$ 3,208 $ 4,906 $5660 $2,454

ITEM 9. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL D ISCLOSURES
Not applicable
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PART 1lI

In accordance with General Instruction G(3) of FA®AK, the information required by this Part lllicorporated by reference to the
Advanced Energy's definitive proxy statement rafato its 2000 Annual Meeting of Stockholders (tReoxy Statement"), as set forth below.
The Proxy Statement will be filed with the Secestand Exchange Commission within 120 days afeeettd of 1999.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information set forth in the Proxy Statemerdenthe captions "Proposal 1/ Election of Directdisminees" and "Section 16(a)
Beneficial Ownership Reporting Compliance” and amtP of this Form 10-K under the caption "Execeat®fficers of the Company" is
incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION
The information set forth in the Proxy Statemerdenthe caption "Executive Compensation"” is incoaped herein by reference.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information set forth in the Proxy Statemerdenthe caption "Common Stock Ownership by Manageraed Other Stockholders" is
incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information set forth in the Proxy Statemerdeanthe caption "Certain Transactions with Manags#tnis incorporated herein by
reference.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K

page
(a) (i) Financial Statements:
Reports of Independent Public Accountant s 48
Consolidated Financial Statements:
Balance Sheets at December 31, 1999 a nd 1998 50
Statement of Operations for each of t he three years
in the period ended December 31, 1 999 52
Statement of Stockholders' Equity for each of the
three years in the period ended De cember 31, 1999 53
Statement of Cash Flows for each of t he three years
in the period ended December 31, 1 999 54
Notes to Consolidated Financial Statemen ts 55
(i) Financial Statement Schedules for each of the three years
in the period ended December 31, 1999
Schedule Il--Valuation and Qualifying Acco unts 68
(iii)Exhibits:

2.1 Agreement and Plan of Reorganization, dateaf dane 1, 1998, by and among the Company, Wargspee, a wholly owned subsidiary
of the Company, and RF Power Products, Inc.(1)

3.1 The Company's Restated Certificate of Incorpmmaas amended(2)
3.2 The Company's By-laws(3)
4.1 Form of Specimen Certificate for the Compa@dsnmon Stock(3)

4.2 Indenture dated November 1, 1999 between Statet Bank and Trust Company of California, Nas trustee, and the Company
(including form of 5 1/4% Convertible Subordinatédte due 2006)

4.3 The Company hereby agrees to furnish to the, Ba@n request, a copy of the instruments whicindeahe rights of holders of long-term
debt of the Company. None of such instrumentsmmuded as exhibits herein represents long-termidedxcess of 10% of the consolidated
total assets of the Company.

10.1 Comprehensive Supplier Agreement, dated May 988, between Applied Materials Inc. and the Canyfl)+

10.2 Purchase Order and Sales Agreement, dateth€ct@d, 1999, between Lam Research Corporatiortten@ompany
10.3 Purchase Agreement, dated November 1, 199&ebr Eaton Corporation and the Company(4)+

10.4 Loan and Security Agreement, dated Augusi 287, among Silicon Valley Bank, Bank of Hawaii ahd Company(5)

10.5 Loan Agreement dated December 8, 1997, byaarahg Silicon Valley Bank, as Servicing Agent arBaak, and Bank of Hawaii, as a
Bank, and the Company, as borrower(6)

10.6 Lease, dated June 12, 1984, amended Jun®92,, Hetween Prospect Park East Partnership ar@aimpany for property in Fort
Collins, Colorado(3)

10.7 Lease, dated March 14, 1994, as amended, &et@learp Point Properties, L.L.C., and the Comgpangroperty in Fort Collins,
Colorado(3)
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10.8 Lease, dated May 19, 1995, between Sharp Po
L.L.C. and the Company for a building in Fo
Colorado(3)

10.9 Lease agreement, dated March 18, 1996, and
21, 1996 and August 30, 1996, between RF Po
and Laurel Oak Road, L.L.C. for property in
Jersey(7)

10.10 Form of Indemnification Agreement(3)

10.11 Employment Agreement, dated June 1, 1998, b
Products, Inc., and Joseph Stach(8)

10.12 1995 Stock Option Plan, as amended and rest
10.13 1995 Non-Employee Directors' Stock Option P

10.14 License Agreement, dated May 13, 1992 betwe
and Plasma-Therm, Inc.(9)

10.15 Lease Agreement dated March 18, 1996 and am
21, 1996 and August 30, 1996 between RF Pow
Laurel Oak Road, L.L.C. for office, manufac
space at 1007 Laurel Oak Road, Voorhees, Ne

10.16 Direct Loan Agreement dated December 20, 19
Products, Inc. and the New Jersey Economic
Authority(7)

10.17 Lease, dated April 15, 1998, between Cross
and the Company for property in Austin, Tex

10.18 Lease, dated April 15, 1998, between Camero
Investors, Ltd., and the Company for proper
Texas(1)

21.1 Subsidiaries of the Company

23.1 Consent of Arthur Andersen LLP, Independent

23.2 Consent of KPMG LLP, Independent Accountant

24.1 Power of Attorney (included on the signatur
Annual Report on Form 10-K)

27.1 Financial Data Schedule for the year ended

int Properties,
rt Collins,

amendments dated June
wer Products, Inc.,
Voorhees, New

etween RF Power

ated(8)*

lan(8)*

en RF Power Products
endments dated June
er Products, Inc. and
turing and warehouse
w Jersey(7)

96 between RF Power
Development

Park Investors, Ltd.,

as(1)

n Technology
ty in Austin,

Accountants
s

e pages to this

December 31, 1999

(b) The Company filed a report on Form 8-K on Nobem8, 1999. The report contains the Company'sprdsase, dated October 11, 1999,
announcing the Company's financial results fortlttiel fiscal quarter of 1999 and nine-month perodled September 30, 1999.

(1) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece3M 1998 (File No. 0-26966), filed
August 7, 1998.

(2) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece3M 1999 (File No. 0-26966), filed
July 28, 1999.

(3) Incorporated by reference to the Company's fegion Statement on Form S-1 (File No. 33-9718&) September 20, 1995, as
amended.

(4) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 995 (File No. 0-26966), filed
March 28, 1996, as amended.
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(5) Incorporated by reference to the Company's fedion Statement on Form S-3 (File No. 333-3408@d August 21, 1997, as amended.

(6) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 997 (File No. 0-26966), filed
March 24, 1998.

(7) Incorporated by reference to RF Power Prodéataual Report on Form 10-K for the fiscal year eldNovember 30, 1996 (File No. O-
20229), filed February 25, 1997.

(8) Incorporated by reference to the Company's AahReport on Form 10-K for the year ended Decertie 998 (File No. 0-26966), filed
March 24, 1999.

(9) Incorporated by reference to RF Power ProdRagistration Statement on Form 10 (File No. 0-@2)2filed May 19, 1992 as amended.

* Compensation Plan
+ Confidential treatment has been granted fo r portions of this
agreement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

ADVANCED ENERGY INDUSTRIES, INC.
(Registrant)

/sl Douglas S. Schatz

Dougl as S. Schatz
Chi ef Executive O ficer and Chairnman
of the Board

Each person whose signature appears below hergoynép Douglas S. Schatz and Richard P. Beck, aok ef them severally, acting alone
and without the other, his true and lawful attorr@yact with authority to execute in the name atle such person, and to file with the
Securities and Exchange Commission, together wighexhibits thereto and other documents there\itly,and all amendments to this
Annual Report on Form 10-K necessary or advisabkEngable the registrant to comply with the Seasiixchange Act of 1934, as amended,
and any rules, regulations and requirements oS#wurities and Exchange Commission in respectdhashich amendments may make such
other changes in the Annual Report on Form 10-khasforesaid attorney-in-fact deems appropriate.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

Signatures Ti tle Date

/sl Douglas S. Schatz Ch ief Executive Officer and March 20, 200 0
Ch airman of the Board

Douglas S. Schatz P rincipal Executive Officer)

/s/ Hollis L. Caswell Pr esident, Chief Operating Officer ~ March 20, 200 0
an d Director

Hollis L. Caswell

/sl Richard P. Beck Se nior Vice President, Chief Financial March 20, 200 0
Oof ficer, Assistant Secretary and
Richard P. Beck Di rector (Principal Financial Officer
an d Principal Accounting Officer)
/s/ G. Brent Backman Di rector March 20, 200 0

G. Brent Backman

/sl Elwood Spedden Di rector March 20, 200 0

Elwood Spedden

/sl Arthur A. Noeth Di rector March 20, 200 0

Arthur A. Noeth

/sl Gerald Starek Di rector March 20, 200 0

Gerald Starek

Isl Arthur W. Zafiropoulo Di rector March 20, 200 0

Arthur W. Zafiropoulo
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EXHIBIT INDEX

2.1 Agreement and Plan of Reorganization, dated
by and among the Company, Warpspeed, Inc.,
subsidiary of the Company, and RF Power Pro

3.1 The Company's Restated Certificate of Incor
amended(2)

3.2 The Company's By-laws(3)
4.1 Form of Specimen Certificate for the Compan

4.2 Indenture dated November 1, 1999 between St
Trust Company of California, N.A., as trust
(including form of 5 1/4% Convertible Subor
2006)

4.3 The Company hereby agrees to furnish to the
copy of the instruments which define the ri
long-term debt of the Company. None of such
included as exhibits herein represents long
of 10% of the consolidated total assets of

10.1 Comprehensive Supplier Agreement, dated May
Applied Materials Inc. and the Company(1)+

10.2 Purchase Order and Sales Agreement, dated O
between Lam Research Corporation and the Co

10.3 Purchase Agreement, dated November 1, 1995,
Corporation and the Company(4)+

10.4 Loan and Security Agreement, dated August 1
Silicon Valley Bank, Bank of Hawaii and the

10.5 Loan Agreement dated December 8, 1997, by a
Valley Bank, as Servicing Agent and a Bank,
as a Bank, and the Company, as borrower(6)

10.6 Lease, dated June 12, 1984, amended June 11
Prospect Park East Partnership and the Comp
Fort Collins, Colorado(3)

10.7 Lease, dated March 14, 1994, as amended, be
Properties, L.L.C., and the Company for pro
Collins, Colorado(3)

10.8 Lease, dated May 19, 1995, between Sharp Po
L.L.C. and the Company for a building in Fo
Colorado(3)

10.9 Lease agreement, dated March 18, 1996, and
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Reconciliation and tie between Trust Indenture @ct939 (the "Trust Indenture Act") and this Indewet dated as of November 1, 1999.

Trust Indenture Action Section Indenture Section
Section 310(a)(1) 6.7

(2)(2) 6.7

(b) 6.7,6.8
Section 311(a) 6.13

(b) 6.13
Section 312(a) 7.4

(b) 7.5

(c) 7.1
Section 313(a) 7.2

(b) 7.2

(c) 1.6,7.2

(d) 7.2
Section 314(a) 7.3

(a)(4) 10.7

(©)(1) 1.2

©)(2) 1.2

©)(3) 13.3

(e) 1.2
Section 315(a) 6.2

(b) 6.1

(c) 6.2

(d) 6.2

(e) 5.15
Section 316(a) (last sentence) 1.1 ("Outstanding")

(a)(1)(A) 5.2,5.12

(a)(1)(B) 5.13

(b) 5.8

(c) 1.4
Section 317(a)(1) 5.3

(@)(2) 5.4

(b) 10.3
Section 318(a) 1.14

(c) 1.14

NOTE: This reconciliation and tie shall not, forygourpose, be deemed to be a part of this Indenfitention should also be directed
Section 318(c) of the Trust Indenture Act, whicb\pdes that the provisions of Sections 310 to aetliding 317 of the Trust Indenture Act
are a part of and govern every qualified indentwteether or not physically contained there



TABLE OF CONTENTS

Aggregate Cash Distribution Amount...........
Authenticating Agent......
Authorized Newspaper...........ccccceeueee.
Board of Directors....... .
Board Resolution............cccccevvenennn.
Business Day........
Capital Stock......... .
Change in Control..........ccoccveeeeinnns
Closing Price Per Share.............cc......
Commission..........cceee...
Common StOCK.........eevveviireeeeireeen
Company......... .
Company Notice........cccoevuieeerriinnnn.

Company Request and Company Order............
Constituent Person..........ccccccoeeveeeen.
Conversion Agent.....
Conversion Price... .
Conversion Rate...........ccoceveernneeenn.

Event of Default..
Excess Amount..




Notice of Default............ccccoveveereennnnnn.
Officers' Certificate.........ccccceeviieeeennnnns
Opinion of Counsel........cccccevvvieeeiiiinnenn.
Outstanding
Paying Agent.....c.cccceevvvviiiiiiiiiiiieeeeen
Payment Blockage Notice.............cccceeeennns

Place of Conversion..........ccccccevvvveveennns
Place of Payment...........
Predecessor Security..
Purchased Shares...........cccceeiiiiiiciinnnns
Purchasers........ccccccvviveeiiiiiec e,
Record Date.........ccccoovvveveiiiiieceee,
Redemption Date..
Redemption Price..........cccoooeiiiniiinnennne
Regular Record Date.........cccccvveveveeeeeennnn.
Representative............

Repurchase Date..
Repurchase Price....
Responsible Officer.........ccccoviiiiiinnenn.
RF Power.................
Secured Debt..
Securities Act..
SECUIMLY....eeieee et

Security Register and Security Registrar...........
Senior Debt........coovviiiiinicn
Significant Subsidiary..........ccccocoeeiinnnes
Special Record Date...
Stated Maturity...
Subsidiary........ccccoveiiiiiiinnns
Third Party Expiration Time...........cccccccone.
Third Party Purchased Shares
Trading Day......cccccveveveeeeeennnnn. .
Triggering Event........cccccccvvveveeeeenennnnnn.

Trust Indenture ACt.........cccoeeeiiiiieeeenns

TrUStEE. ..o

United States..........ccocevvcveveeiiiineeenne

SECTION 1.2 Compliance Certificates and Opinions..
SECTION 1.3 Form of Documents Delivered to Trustee
SECTION 1.4 Acts of Holders; Record Dates.........
SECTION 1.5 Notices, etc., to Trustee and Company.
SECTION 1.6 Notice to Holders; Waiver.............
SECTION 1.7 Effect of Headings and Table of Conten




SECTION 1.8

SECTION 1.9

SECTION 1.10
SECTION 1.11
SECTION 1.12
SECTION 1.13
SECTION 1.14
SECTION 1.15

Successors and Assigns.........
Separability Clause
Benefits of Indenture.. .
No Personal Liability..........
Governing Law..................
Legal Holidays.................
Conflict with Trust Indenture A
Counterparts...................

ARTICLE Il SECURITIES FORM........cccceovuirnnnen.

SECTION 2.1
SECTION 2.2
SECTION 2.3
SECTION 2.4
SECTION 2.5
SECTION 2.6
SECTION 2.7

Designation of Securities; Form
Form of Security...............
Form of Trustee's Certificate o
Form of Election of Holder to R
Form of Conversion Notice......
Form of Assignment.............
Securities Issuable in Global F

ARTICLE Ill THE SECURITIES...........cccoevernns

SECTION 3.1
SECTION 3.2
SECTION 3.3
SECTION 3.4
SECTION 3.5
SECTION 3.6
SECTION 3.7
SECTION 3.8
SECTION 3.9
SECTION 3.10
SECTION 3.11

ARTICLE IV SATISFACTION AND DISCHARGE

SECTION 4.1
SECTION 4.2

Title and Terms .
Denominations..................
Execution, Authentication, Deli
Global Securities..............
Registration, Registration of T
Mutilated, Destroyed, Lost and
Payment of Interest; Interest R
Persons Deemed Owners..........
Cancellation...................
Computation of Interest........
CUSIP Numbers..................

Satisfaction and Discharge of |
Application of Trust Funds.....

ARTICLE V REMEDIES............cccooiiiiiiiinns

SECTION 5.1
SECTION 5.2
SECTION 5.3

Events of Default..............
Acceleration of Maturity; Resci
Collection of Indebtedness and

Trustee.....cccceeeeveeeens

SECTION 5.4

SECTION 5.5 Trustee May Enforce Claims With

Trustee May File Proofs of Clai

SecuritieS.......cccceee.....

SECTION 5.6
SECTION 5.7
SECTION 5.8

Application of Money Collected.
Limitation on Suits............
Unconditional Right of Holders

(Premium, if any) and Interes

ransfer and Exchange....... 31
Stolen Securities.......... 33
ights Preserved............ 33




SECTION 5.9 Restoration of Rights and Remed
SECTION 5.10 Rights and Remedies Cumulative.
SECTION 5.11 Delay or Omission Not Waiver...
SECTION 5.12 Control by Holders of Securitie
SECTION 5.13 Waiver of Past Defaults........
SECTION 5.14 Waiver of Usury, Stay or Extens
SECTION 5.15 Undertaking for Costs..........
SECTION 5.16 Notice of Default or Event of D

ARTICLE VI THE TRUSTEE........cccooiiiine
SECTION 6.1 Notice of Defaults
SECTION 6.2 Certain Duties and Responsibili
SECTION 6.3 Not Responsible for Recitals or
SECTION 6.4 May Hold Securities............
SECTION 6.5 Money Held in Trust............
SECTION 6.6 Compensation and Reimbursement.
SECTION 6.7 Corporate Trustee Required; Eli
SECTION 6.8 Resignation and Removal; Appoin
SECTION 6.9 Acceptance of Appointment by Su
SECTION 6.10 Merger, Conversion, Consolidati

Business........cccccceeunes
SECTION 6.11 Appointment of Authenticating A
SECTION 6.12 Preferential Collection of Clai
SECTION 6.13 Disqualification; Conflicting |
SECTION 6.14 Certain Rights of Trustee......

ARTICLE VIl HOLDERS' LISTS AND REPORTS BY TRUSTEE A
SECTION 7.1 The Company to Furnish Trustee
of Holders...................
SECTION 7.2 Reports by Trustee.............
SECTION 7.3 Reports by Company
SECTION 7.4 Preservation Of Information; Co

ARTICLE VIl CONSOLIDATION, MERGER, SALE, LEASE OR
SECTION 8.1 Company May Consolidate, Etc.,
SECTION 8.2 Successor Substituted..........

ARTICLE IX SUPPLEMENTAL INDENTURES.................
SECTION 9.1 Supplemental Indentures Without
SECTION 9.2 Supplemental Indentures with Co
SECTION 9.3 Execution of Supplemental Inden
SECTION 9.4 Effect of Supplemental Indentur
SECTION 9.5 Conformity with Trust Indenture
SECTION 9.6 Reference in Securities to Supp
SECTION 9.7 Notice of Supplemental Indentur

ARTICLE X COVENANTS.......ccooiiiiiiiiiciiee

tures...




SECTION 10.1 Payment of Principal, Premium
SECTION 10.2 Maintenance of Office or Agenc
SECTION 10.3 Money for Securities Payments
SECTION 10.4 Existence............c........
SECTION 10.5 Maintenance of Properties.....
SECTION 10.6 Payment of Taxes and Other Cla
SECTION 10.7 Statement as to Compliance....
SECTION 10.8 Waiver of Certain Covenants...
SECTION 10.9 Statement by Officers as to De

ARTICLE XI REDEMPTION OF SECURITIES................

SECTION 11.1 Right of Redemption...........
SECTION 11.2 Applicability of Article......
SECTION 11.3 Election to Redeem; Notice to
SECTION 11.4 Selection by Trustee of Securi
SECTION 11.5 Notice of Redemption..........
SECTION 11.6 Deposit of Redemption Price...
SECTION 11.7 Securities Payable on Redempti
SECTION 11.8 Securities Redeemed in Part...
SECTION 11.9 Conversion Arrangement on Call

ARTICLE XIl REPURCHASE OF SECURITIES AT THE OPTION

THE CHANGE OF CONTROL..................
SECTION 12.1 Right to Require Repurchase...
SECTION 12.2 Conditions to The Company's El

Repurchase Price in Common
SECTION 12.3 Notices; Method of Exercising
SECTION 12.4 Certain Definitions...........
SECTION 12.5 Consolidation, Merger, Etc....

ARTICLE XllI SUBORDINATION..........cccevviennns

SECTION 13.1 Agreement to Subordinate......
SECTION 13.2 Liquidation; Dissolution; Bank
SECTION 13.3 No Payment in Certain Circumst
of Proceeds upon Dissolutio
SECTION 13.4 Prior Payment of Senior Debt U
Securities.................
SECTION 13.5 When Distribution Must Be Paid
SECTION 13.6 Reliance on Judicial Order or
Liquidating Agent..........
SECTION 13.7 Subrogation......
SECTION 13.8 Relative Rights...............
SECTION 13.9 Subordination May Not Be Impai
SECTION 13.10 Distribution or Notice to Repr
SECTION 13.11 Rights of Trustee and Paying A
SECTION 13.12 Notice to Trustee.............
SECTION 13.13 Payment Permitted If No Defaul

ruptcy..............'.'...

ances, Payment over

red By Company
esentative................. 78




SECTION 13.14 Trustee to Effectuate Subordi nation..........cceeeee.. 79

SECTION 13.15 Reliance by Holders of Senior Debt on Subordination
Provisions.................

SECTION 13.16 Rights of Trustee as Holder o
Preservation of Trustee's R

SECTION 13.17 Article Applicable to Paying

SECTION 13.18 Determination of Certain Conv
as Payments................

ARTICLE XIV CONVERSION OF SECURITIES...............
SECTION 14.1 Conversion Privilege And Conv
SECTION 14.2 Exercise Of Conversion Privil
SECTION 14.3 Fractions Of Shares..........
SECTION 14.4 Adjustment Of Conversion Rate
SECTION 14.5 Notice Of Adjustments Of Conv
SECTION 14.6 Notice Of Certain Corporate A
SECTION 14.7 Company To Reserve Common Sto
SECTION 14.8 Taxes On Conversions.........
SECTION 14.9 Covenant As To Common Stock..
SECTION 14.10 Cancellation Of Converted Sec
SECTION 14.11 Provisions In Case Of Consoli

Of Assets.........ccueee
SECTION 14.12 Responsibility of Trustee for

93

ARTICLE XV MEETINGS OF HOLDERS OF SECURITIES......
SECTION 15.1 Purposes For Which Meetings M
SECTION 15.2 Call, Notice And Place Of Mee
SECTION 15.3 Persons Entitled To Vote At M
SECTION 15.4 Quorum; Action...............

SECTION 15.5 Determination Of Voting Right
Of Meetings................
SECTION 15.6 Counting Votes And Recording

\Y



This Indenture (this "Indenture") is dated as o/dlmber 1, 1999, by and between Advanced Energystnids, Inc., a Delaware corporation
(the "Company"), having its principal office at B53harp Point Drive, Fort Collins, Colorado 8052b¢ State Street Bank and Trust
Company of California, N.A., a national banking@sation, as Trustee hereunder (the "Trustee")ingais Corporate Trust Office (as
defined below) at 633 West 5th Street, 12th Flbog Angeles, California 90071.

RECITALS

The Company deems it necessary and advisableue &series of debt securities designated as 19 Convertible Subordinated Notes
due 2006 (the "Securities") evidencing its unsestsigbordinated indebtedness, and has duly autldatfiseexecution and delivery of this
Indenture to provide for the issuance of the Séesi

This Indenture is subject to the provisions of Thest Indenture Act of 1939, as amended, that aesngtd to be incorporated into this
Indenture and shall, to the extent applicable,deegned by such provisions.

All things necessary to make the Securities, whateted by the Company and authenticated and detivgereunder and duly issued by the
Company, the valid obligation of the Company, andibke this Indenture a valid agreement of the Gompin accordance with their and its
terms, have been done.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and thelase of the Securities by the Holders theredd, mutually covenanted and agreed, for
equal and proportionate benefit of all Holdershaf Securities, as follows:

ARTICLE |
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICA TION
SECTION 1.1 Definitions.
For all purposes of this Indenture, except as otiserexpressly provided or unless the context atlserrequires:
(1) the terms defined in this Article have the nmergs assigned to them in this Article, and incltide plural as well as the singular;

(2) all other terms used herein which are defimethé Trust Indenture Act, either directly or bference therein, have the meanings assigned
to them therein;



(3) all accounting terms not otherwise defined imehave the meanings assigned to them in accordaiticéSAAP;

(4) the words "herein," "hereof" and "hereunderd ather words of similar import refer to this Indere as a whole and not to any particular
Article, Section or other subdivision;

"Act," when used with respect to any Holder, hasrtreaning specified in Section 1.4.

"Affiliate" of any specified Person means any otRerson directly or indirectly controlling or cooited by or under direct or indirect
common control with such specified Person. Forptingoses of this definition, "control" when usedhariespect to any specified Person
means the power to direct the management and @elafisuch Person, directly or indirectly, whettmeough the ownership of voting
securities, by contract or otherwise; and the téwoatrolling” and "controlled" have meanings ctative to the foregoing.

"Aggregate Cash Distribution Amount" has the megrspecified in
Section 14.4(5).

"Authenticating Agent" means any Person authortaethe Trustee pursuant to Section 6.11 to actetralh of the Trustee to authenticate
Securities.

"Authorized Newspaper" means a newspaper, priméhla English language or in an official languagthe place of publication, customarily
published on each day that is a Business Day ipltue of publication, whether or not publisheddays that are not Business Days in the
place of publication, and of general circulatioreach place in connection with which the term isdugr in the financial community of each
such place. Whenever successive publications qreresl to be made in Authorized Newspapers, theesgive publications may be made in
the same or in different Authorized Newspapersitngame city meeting the foregoing requirementsimedch case on any day that is a
Business Day in the place of publication.

"Board of Directors" means the board of directdrthe Company or any committee of that board dultharized to act hereunder, as the case
may be.

"Board Resolution" means a copy of a resolutiothefCompany, certified by the Secretary or an AastsSecretary of the Company to have
been duly adopted by the Board of Directors angetin full force and effect on the date of suchtifieation, which is delivered to the
Trustee.

"Business Day" when used with respect to any Réd&myment, Place of Conversion or any other locatéferred to in this Indenture or in
the Securities, means any day, other than a Satugdenday or other day on which banking institutsiamthat Place of Payment, Place of
Conversion or location are authorized or obligdigdaw, regulation or executive order to close.

"Capital Stock" means with respect to any Persop,aad all shares, interests, participations oeiogiguivalents (however designated,
whether voting or non-voting) in equity



of such Person, whether now outstanding or issttedthe Closing Date, including, without limitatipall common stock and preferred stock.
"Change in Control" has the meaning specified ictiSa 12.4.
"Closing Price Per Share" has the meaning spedifi&kction 12.4.

"Commission" means the United States SecuritiesEatiange Commission, as from time to time constitucreated under the Exchange
Act, or, if at any time after execution of this #rdure such Commission is not existing and perfogntihe duties now assigned to it under the
Trust Indenture Act, then the body performing sdaties on such date.

"Common Stock" means the Common Stock, par value080per share, of the Company authorized at tteeafethis instrument as originally
executed. Subject to the provisions of Section I4shares issuable on conversion or repurchaseafriies shall include only shares of
Common Stock or shares of any class or classesnafion stock resulting from any reclassificatiomamlassifications thereof; provided,
however, that if at any time there shall be moentbne such resulting class, the shares so issoaldlenversion of Securities shall include
shares of all such classes, and the shares ofseabhclass then so issuable shall be substantiaiye proportion which the total number of
shares of such class resulting from all such rsiflaations bears to the total number of shareslcfuch classes resulting from all such
reclassifications.

"Company" means the Person named as the "Companlyé ifirst paragraph of this Indenture until acessor Company shall have become
such pursuant to the applicable provisions of limienture, and thereafter "Company" shall mean suckessor Company.

"Company Notice" has the meaning specified in $ecti2.3.

"Company Request" and "Company Order" mean, reisppdgta written request or order signed in the aavhand on behalf of the Company
by its Chairman of the Board, its President or eeMPresident, and by its Chief Financial Officey,Tireasurer, an Assistant Treasurer, its
Secretary or an Assistant Secretary of the Compamy which is delivered to the Trustee.

"Constituent Person" has the meaning specifiecertiGn 14.11.

"Conversion Agent" means any Person authorizedh&yCompany to convert Securities in accordance Aviticle XIV. The Company has
initially appointed the Trustee as its ConversiageAt pursuant to Section 10.2 hereof.

"Conversion Price" shall equal $1,000 divided by @onversion Rate (rounded to the nearest cent).

"Conversion Rate" has the meaning specified iniGed4.1.



"Corporate Trust Office” means the corporate taifite of the Trustee at which, at any particularg, the trust created by this Indenture s
be administered, which office at the date heretddated at 633 West 5th Street, 12th Floor, Logéas, California 90071, attention:
Corporate Trust Department (Advanced Energy Iniksstinc.), except that for purposes of

Section 10.2 and all other references to a Corpdraist Office in the Borough of Manhattan, Citygw York, such term shall mean the
office or agency of the Trustee in the Borough afriMattan, the City of New York, which office at tti&te hereof is located at State Street
Bank and Trust Company, N.A., 61 Broadway, New Ydtkw York 10006, attention: Corporate Trust Demparit

(Advanced Energy Industries, Inc.)

"Corporation” includes corporations, limited liatyilcompanies, partnerships, joint stock comparasspciations, companies and busines:
real estate investment trusts.

"Debt" of the Company or any Subsidiary means adglitedness of the Company or any Subsidiary, whethnot contingent, in respect of
(i) borrowed money or evidenced by bonds, notelsedeires or similar instruments, (ii) indebtedressured by any mortgage, pledge, lien,
charge, encumbrance or any security interest agisth property owned by the Company or any Subsidia

(iii) letters of credit or amounts representing biadance deferred and unpaid of the purchase pfiaay property except any such balance
constitutes an accrued expense or trade payalfie) any lease of property by the Company or angsiliary as lessee which is reflected on
the Company's consolidated balance sheet as alizgitlease in accordance with GAAP, in the cdsteems of indebtedness under (i)
through (iii) above to the extent that any sucmigother than letters of credit) would appear bBatality on the Company's consolidated
balance sheet in accordance with GAAP, and aldades, to the extent not otherwise included, arigation by the Company or any
Subsidiary to be liable for, or to pay, as obligguwarantor or otherwise (other than for purposestiéction in the ordinary course of
business), indebtedness of another person (otherttie Company or any Subsidiary) and all reneveaitgnsions, refundings, deferrals,
restructurings, amendments and modifications ofsarth indebtedness, obligation or guarantee (itgoenderstood that "Debt" shall be
deemed to be incurred by the Company and its Siaid on a consolidated basis whenever the Comaadyts Subsidiaries on a
consolidated basis shall create, assume, guarantgbherwise become liable in respect thereof);téla Subsidiary of the Company existi
prior to the time it became a Subsidiary of the @any shall be deemed to be incurred upon such &abgs becoming a Subsidiary of the
Company; and Debt of a Person existing prior tceag®r or consolidation of such Person with the Camyor any Subsidiary of the
Company in which such Person is the successoredCtdmpany or such Subsidiary shall be deemed itodoered upon the consummation of
such merger or consolidation; provided, howeveat the term "Debt" shall not include any indebtesdnhat has been the subject of an "in
substance" defeasance in accordance with GAAP.

"Defaulted Interest" has the meaning specifieddnt®n 3.7.

"Designated Senior Debt" means the Company's didigmunder that certain Loan and Security Agredrdated December 8, 1997, as now
in effect and as the same may be amended fromttinime, by and among the Company as Borrowerg@il\Valley Bank, as Servicing
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Agent and a Bank, and Bank of Hawaii, as a Bankh@apitalized terms being understood to have thanings ascribed thereto in the Credit
Agreement), and any particular Senior Debt in whighinstrument creating or evidencing the sanmé@®assumption or guarantee thereof (or
related agreements or documents to which the Coynipamparty) expressly provides that such indeteed shall be "Designated Senior
Debt" for purposes of the Indenture (provided sghath instrument, agreement or other document namepimitations and conditions on the
right of such Senior Debt to exercise the right®esignated Senior Debt), in each case, includitygaanendments, replacements,
supplements or other modifications thereto, or@fiypancings or extensions thereof, in whole gpant.

"DTC" means The Depository Trust Company for salas it shall be a clearing agency registered utigeExchange Act, or such successor
as the Company shall designate from time to timani®fficers' Certificate delivered to the Trustee.

"Dollar" or "$" means a dollar or other equivalemit in such coin or currency of the United Staiedmerica as at the time shall be legal
tender for the payment of public and private debts.

"Event of Default" has the meaning specified inti®ec5.1.
"Excess Amount" has the meaning specified in Sectib4(5).

"Exchange Act" means the Securities Exchange A&B8# and any successor statute thereto, in eaehasaamended from time to time, and
the rules and regulations of the Commission theteun

"Expiration Time" has the meaning specified in 88ti4.4(6).

"GAAP" means generally accepted accounting priesiphs in effect from time to time, as used inUhéed States applied on a consistent
basis; provided that, solely for purposes of arlgutation required or permitted hereunder, "GAAR&l mean generally accepted accounting
principles as used in the United States on the luatteof, applied on a consistent basis.

"Global Security" means a Security that is regesdan the Security Register in the name of DTC nominee thereof or a substitute
depositary or a nominee of such substitute depgsita

"Government Obligations" means securities which(grdirect obligations of the United States of Amga, for the payment of which its full
faith and credit is pledged or (ii) obligationsaoPerson controlled or supervised by and actirapasgency or instrumentality of the United
States of America, the payment of which is uncoeondilly guaranteed as a full faith and credit oflign by the United States of America,
which, in either case, are not callable or rededenatthe option of the issuer thereof, and sHatl amclude a depository receipt issued by a
bank or trust company as custodian with respeahtosuch Government Obligation or a specific

5



payment of interest on or principal of any such &owment Obligation held by such custodian for tteoant of the holder of a depository
receipt, provided that (except as required by Isuch custodian is not authorized to make any dexufriom the amount payable to the
holder of such depository receipt from any amoeneived by the custodian in respect of the Govemti@bligation or the specific payment
of interest on or principal of the Government Oltign evidenced by such depository receipt.

"Holder" means the Person in whose name such Sgcuiregistered in the Security Register.

"Indenture" means this instrument as originallyaxed or as it may from time to time be supplemgsieamended by one or more
indentures supplemental hereto entered into putdadhe applicable provisions hereof, includingy, &ll purposes of this instrument and any
supplemental indenture, the provisions of the Thodénture Act that are deemed to be a part ofgawvern this instrument and any such
supplemental indenture, respectively.

"Interest Payment Date" means the Stated Matufignanstallment of interest on the Securities.

"Maturity” when used with respect to any Secunitgans the date on which the principal of (and puemif any, on) such Security or an
installment of principal or premium becomes due paghable as therein or herein provided, whethéteaBtated Maturity or by declaration of
acceleration, notice of redemption or repurchasgynchase or otherwise, and includes the Redempaba.

"Notes" has the meaning specified in Section 2.1.
"Notice of Default" has the meaning specified irctBm 5.1.

"Officers' Certificate" means a certificate sigrmdthe Chairman of the Board of Directors, the €Rieecutive Officer, the President, the
Chief Financial Officer of the Company or an Ex@oeitVice President and by the Treasurer, an AgdiSteeasurer, the Secretary or an
Assistant Secretary of the Company, and which liseted to the Trustee.

"Opinion of Counsel" means a written opinion of neel, who may be counsel for the Company and whb Bh acceptable to the Trustee.

"Outstanding” when used with respect to Securitiesans, as of the date of determination, all Seesriheretofore authenticated and
delivered under this Indenture, except:

(i) Securities theretofore canceled by the Trustethe Security Registrar or delivered to the Teastr Security Registrar for cancellation;

(i) Securities for whose payment, redemption @urehase money in the necessary amount has beetofioee deposited with the Trustee or
any Paying Agent (other



than the Company) in trust or set aside and setgega trust by the Company (if the Company sheilles its own Paying Agent) for the
Holders of such Securities, provided that, if sGefcurities are to be redeemed, notice of such reti@mhas been duly given pursuant to this
Indenture or provision therefor satisfactory to Tmastee has been made; and

(iii) Securities which have been paid pursuanteot®n 3.6 or in exchange for or in lieu of whidher Securities have been authenticated anc
delivered pursuant to this Indenture, other thansarth Securities in respect of which there shalehbeen presented to the Trustee proof
satisfactory to it that such Securities are helé npna fide purchaser in whose hands such Sesuaite valid obligations of the Company;

provided, however, that in determining whetherttodders of the requisite principal amount of thetis®anding Securities have given any
request, demand, authorization, direction, notoasent or waiver hereunder, and for the purposeating the calculations required by Tr
Indenture Act Section 313, Securities owned byGbepany or any other obligor upon the Securitiearyr Affiliate of the Company or of
such other obligor shall be disregarded and deametb be Outstanding, except that, in determimihgther the Trustee shall be protected in
making such determination or calculation or in idyupon any such request, demand, authorizatioggttbn, notice, consent or waiver, only
Securities which a Responsible Officer of the Teasactually knows to be so owned shall be so disdegl. Securities so owned which have
been pledged in good faith may be regarded as &htistg if the pledgee establishes to the satisfiaaif the Trustee the pledgee's right so to
act with respect to such Securities and that thdgae is not the Company or any other obligor uperSecurities or any Affiliate of the
Company or of such other obligor.

"Paying Agent" means any Person authorized by trafany to pay the principal of (and premium, if payinterest on any Securities on
behalf of the Company.

"Payment Blockage Notice" has the meaning specifiéfection 13.3.

"Person" means any individual, corporation, paghgr, limited liability company, joint venture, assation, joint-stock company, trust,
unincorporated organization, real estate investriragt or government or any agency or politicalduvision thereof or other entity of any
kind.

"Place of Conversion" has the meaning specifiegdaation 3.1.

"Place of Payment" means the place or places vitherprincipal of (and premium, if any) and interestthe Securities are payable as
specified as contemplated by Sections 3.1 and 8uéh term shall include the Company if it shatlaits own Paying Agent.

"Predecessor Security" of any particular Securigans every previous Security evidencing all ordiguo of the same debt as that evidenced
by such particular Security; and, for the purpasfehis definition, any Security authenticated alativered under Section 3.6 in
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exchange for or in lieu of a mutilated, destroyledt or stolen Security shall be deemed to evidéineesame debt as the mutilated, destroyed,
lost or stolen Security.

"Purchased Shares" has the meaning specified tio8eat.4(6).
"Purchasers" has the meaning specified in Sectio®. 1
"Record Date" means any Regular Record Date oni@peecord Date.

"Redemption Date" when used with respect to anyi®gdo be redeemed, in whole or in part, meaesdéte fixed for such redemption by
pursuant to this Indenture.

"Redemption Price" when used with respect to arguBty to be redeemed, means the price at whiishtd be redeemed pursuant to this
Indenture.

"Regular Record Date" for the interest payable ronlaterest Payment Date on the Securities meanddte specified for that purpose as
contemplated by Section 3.1, whether or not a Rassibay.

"Representative” means the (a) indenture truste¢her trustee, agent or representative for anyos&rebt or (b) with respect to any Senior
Debt that does not have any such trustee, ageasher representative, (i) in the case of such Sddédt issued pursuant to an agreement
providing for voting arrangements as among the drsldr owners of such Senior Debt, any holder aresvef such Senior Debt acting with
the consent of the required persons necessarptbsbich holders or owners of such Senior Debt @nich the case of all other such Senior
Debt, the holder or owner of such Senior Debt.

"Repurchase Date" when used with respect to anyrigto be repurchased at the option of the Hqldeans the date fixed for such
repurchase specified in Section 12.1.

"Repurchase Price" when used with respect to anyrg to be repurchased at the option of the Hgldeans the price at which it is to be
repurchased specified in Section 12.1.

"Responsible Officer" when used with respect toThestee, means any officer in the Corporate T@ffite of the Trustee or any other offi
of the Trustee customarily performing functions iamto those performed by any of the above des@pafficers and also means, with
respect to a particular corporate trust matter,athgr officer to whom such matter is referred lusesof such officer's knowledge and
familiarity with the particular subject.

"RF Power" means RF Power Products, Inc., a Neseyearorporation, or any other subsidiary of the @any who is the successor in intel
to the assets of RF Power Products, Inc.

"Secured Debt" means, without duplication, Debt thaecured by a mortgage, trust deed, deed sif tleed to secure Debt, security
agreement, pledge, conditional sale or other title



retention agreement, capitalized lease, or otkerdgreement granting or conveying security tidlerta security interest in real property or
other tangible assets.

"Securities Act" means the Securities Act of 1988 any successor statute thereto, in each caseeadlad from time to time, and the rules
and regulations of the Commission thereunder.

"Security" has the meaning stated in the firsttega@f this Indenture and, more particularly, meang Security or Securities authenticated
delivered under this Indenture.

"Security Register" and "Security Registrar" have tespective meanings specified in Section 3.5.

"Senior Debt" means the principal of (and premiifrany) and interest (including all interest acagisubsequent to the commencement of
any bankruptcy or similar proceeding, whether dranolaim for post-petition interest is allowabkaclaim in such proceeding) on, and all
fees and other amounts payable in connection thithfollowing, whether absolute or contingent sedusr unsecured, due or to become due,
whether outstanding at the date of execution &f lililenture or thereafter incurred, created orrassu (a) indebtedness of the Company
evidenced by a credit or loan agreement, note, bdglgenture or other written obligation, (b) allightions of the Company for money
borrowed, (c) all obligations of the Company evickesh by a note or similar instrument given in cotimecwith the acquisition of any
businesses, properties or assets of any kind bl@)ations of the Company (i) as lessee under eesguired to be capitalized on the balance
sheet of the lessee under GAAP and (ii) as lessderwther leases for facilities, capital equipnm@antelated assets, whether or not
capitalized, entered into or leased for financingppses, (e) all obligations of the Company undtréest rate and currency swaps, caps,
floors, collars, hedge agreements, forward corgracsimilar agreements or arrangements, (f) diations of the Company with respect to
letters of credit, bankers' acceptances and sif@talities (including reimbursement obligationgthiviespect to the foregoing), (g) all
obligations of the Company issued or assumed addfegred purchase price of property or services €lcluding trade accounts payable and
accrued liabilities), (h) all obligations of thepy referred to in clauses (a) through (g) abovenother Person, the payment of which, in either
case, the Company has assumed or guaranteed,whifdr the Company is responsible or liable, digeat indirectly, jointly or severally, as
obligor, guarantor or otherwise, or which is sedusg a lien on the property of the Company, andeiijewals, extensions, modifications,
replacements, restatements and refundings of,yoinaiebtedness or obligation issued in exchangeafty such indebtedness or obligation
described in clauses

(a) through (h) of this paragraph; provided, howetreat Senior Debt shall not include the Secuwiteany such indebtedness or obligation if
the terms of such indebtedness or obligation (@it¢hms of the instrument under which, or purst@amthich it is issued) expressly provide
that such indebtedness or obligation is not supéridght of payment to the Securities.
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"Significant Subsidiary" means any Subsidiary whieh "significant subsidiary” (as defined in Aléid, Rule 1-02 of Regulation S-X,
promulgated under the Securities Act) of the Congpan

"Special Record Date" for the payment of any Deéaliinterest on the Securities means a date fiydldo Trustee pursuant to Section 3.7.

"Stated Maturity" when used with respect to anyuBigg or any installment of principal thereof, priemm thereon or interest thereon, means
the date specified in such Security as the fixed da which the principal of such Security or sirdtallment of principal, premium or inter
is due and payable.

"Subsidiary" means (a) a corporation at least aritgjof the outstanding voting stock of which ismed, directly or indirectly, by the
Company or by one or more other Subsidiaries ofabepany or (b) a Person (other than a corporatiomhich the Company or one or
more other Subsidiaries, directly or indirectlysta least a majority equity ownership. For theppses of this definition, "voting stock"
means stock having voting power for the electiodiodctors, or persons performing similar functionkether at all times or only so long as
no senior class of stock has such voting poweehgan of any contingency.

"Third Party Expiration Time" has the meaning sfiediin Section 14.4(8).
"Third Party Purchased Shares" has the meaningfiguein Section 14.4(8).

"Trading Day" means (i) if the Common Stock is gaebon the Nasdaqg National Market or any other systeautomated dissemination of
quotations of securities prices, days on whichdsathay be effected through such system,

(i) if the Common Stock is listed or admitted foading on any national or regional securities exge, days on which such national or
regional securities exchange is open for busirersdj) if the Common Stock is not listed on aioatl or regional securities exchange or
guoted on the Nasdaq National Market or any othstesn of automated dissemination of quotation ofigges prices, days on which the
Common Stock is traded regular way in the overetbenter market and for which a closing bid andosiclg asked price for the Common
Stock are available.

"Triggering Event" has the meaning specified intecl4.4(9).

"Trust Indenture Act" means the Trust Indenture #fct939, and the rules and regulations thereuradein force at the date as of which this
Indenture was executed, provided, however, thdtérevent the Trust Indenture Act of 1939 is amdrafter such date, "Trust Indenture Act"
means, to the extent required by any such amendhentrust Indenture Act of 1939, and the rules mgulations thereunder, as so
amended.

"Trustee" means the Person named as the "Trustdb& ifirst paragraph of this Indenture until acessor Trustee shall have become such
pursuant to the applicable provisions
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of this Indenture, and thereafter "Trustee" shabmor include each Person who is then a Trusiesihder.

"United States" means the United States of Amdirt@duding the states and the District of Columbits) territories, its possessions and other
areas subject to its jurisdiction.

SECTION 1.2 Compliance Certificates and Opinions.

Upon any application or request by the CompanyéoTirustee to take any action under any provisfahis Indenture, the Company shall
furnish to the Trustee an Officers' Certificatdarm and substance satisfactory to the Trusteagtitat all conditions precedent, if any,
provided for in this Indenture relating to the ppepd action have been complied with and an Opioid@ounsel in form and substance
satisfactory to the Trustee stating that in thenigpi of such counsel all such conditions precedéatyy, have been complied with, except 1
in the case of any such application or request aghich the furnishing of such documents is spealily required by any provision of this
Indenture relating to such particular applicatiomemjuest, no additional certificate or opinion shée furnished.

Every certificate or opinion with respect to comapice with a condition or covenant provided forhis indenture (including certificates
delivered pursuant to Section 10.9) shall include:

(1) a statement that each individual signing swatifecate or opinion has read such condition areztant and the definitions herein relating
thereto;

(2) a brief statement as to the nature and scoffeeafxamination or investigation upon which tfeesnents or opinions contained in such
certificate or opinion are based;

(3) a statement that, in the opinion of each sadividual, he or she has made such examinationvastigation as is necessary to enable the
individual to express an informed opinion as to thikee or not such condition or covenant has beemtethwith; and

(4) a statement as to whether, in the opinion oheauch individual, such condition or covenant sn complied with.
SECTION 1.3 Form of Documents Delivered to Trustee.

In any case where several matters are required teetiified by, or covered by an opinion of, angafied Person, it is not necessary that all
such matters be certified by, or covered by thaiopiof, only one such Person, or that they beestfied or covered by only one document,
but one such Person may certify or give an opiai®to some matters and one or more other suchr3easdo other matters, and any such
Person may certify or give an opinion as to sucltersin one or several documents.
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Any certificate or opinion of an officer of the Cpany may be based, insofar as it relates to legéiens, upon an Opinion of Counsel, or a
certificate or representations by counsel, unlesh sfficer knows, or in the exercise of reasonahle should know, that the Opinion of
Counsel, certificate or representations with resfiethe matters upon which his or her certificat®pinion is based are erroneous. Any such
Opinion of Counsel, certificate or representatiores/ be based, insofar as it relates to factualarsgttipon a certificate or opinion of, or
representations by, an officer or officers of ttmrany stating that the information as to suchu@amnatters is in the possession of the
Company, unless such counsel or officer knowsn ¢thé exercise of reasonable care should knowthleatertificate, opinion or
representations as to such matters are erroneous.

Where any Person is required to make, give or dregwro or more applications, requests, consenttficates, statements, opinions or other
instruments under this Indenture, they may, butimex, be consolidated and form one instrument.

SECTION 1.4 Acts of Holders; Record Dates.

(a) Any request, demand, authorization, directimitice, consent, waiver or other action providedHiy Indenture to be given or taken by
Holders of the Outstanding Securities, may be ernagbidd and evidenced by (1) one or more instrumehsubstantially similar tenor signed
by such Holders in person or by agents duly appdiint writing or (2) the record of Holders of Setigs voting in favor thereof, either in
person or by proxies duly appointed in writingaay meeting of Holders of Securities duly called arld in accordance with the provisions
of Article XV. Except as herein otherwise expregsigvided, such action shall become effective wéigrh instrument or instruments or
record are delivered to the Trustee and, whesehereby expressly required, to the Company. Swsthuiment or instruments and records |
the action embodied therein and evidenced therafgyherein sometimes referred to as the "Act" efblders signing such instrument or
instruments or so voting at such meeting. Proaxafcution of any such instrument or of a writing@ipting any such agent, or of the hold
by any Person of a Security, shall be sufficientafioy purpose of this Indenture and (subject to

Section 6.14) conclusive in favor of the Trusted #ire Company and any agent of the Trustee or gdmep@ny, if made in the manner
provided in this Section. The record of any meetihglolders of Securities shall be proved in thenmex provided in Section 15.6.

(b) The fact and date of the execution by any Read@ny such instrument or writing may be provgdhe affidavit of a witness of such
execution or by a certificate of a notary publicotiner officer authorized by law to take acknowlegts of deeds, certifying that the
individual signing such instrument or writing ackvledged to him the execution thereof. Where su@tetion is by a signer acting in a
capacity other than his or her individual capadgtych certificate or affidavit shall also consgtsufficient proof of his or her authority. The
fact and date of the execution of any such instntroewriting, or the authority of the Person ex@my the same, may also be proved in any
other reasonable manner which the Trustee deerfisisuf.

(c) The ownership of Securities shall be provedhgySecurity Register.
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(d) If the Company shall solicit from the HolderfsSecurities any request, demand, authorizatiaection, notice, consent, waiver or other
Act, the Company may, at its option, in or pursuardan Officer's Certificate, fix in advance a netdate for the determination of Holders
entitled to give such request, demand, authorimatioection, notice, consent, waiver or other Attt the Company shall have no obligation
to do so. Notwithstanding the Trust Indenture A#gction 316(c), such record date shall be the dedate specified in or pursuant to such
Board Resolution, which shall be a date not eattian the date 30 days prior to the first soligtabf Holders generally in connection
therewith and not later than the date such sdiioitas completed. If such a record date is fix@ae;h request, demand, authorization, direc
notice, consent, waiver or other Act may be givefole or after such record date, but only the Hsldé record at the close of business on
such record date shall be deemed to be Holdethdgpurposes of determining whether Holders ofd¢uglisite proportion of Outstanding
Securities have authorized or agreed or conseateddh request, demand, authorization, directiotice, consent, waiver or other Act, and
for that purpose the Outstanding Securities stettdmputed as of such record date.

(e) Any request, demand, authorization, directiatice, consent, waiver or other Act of the Holdeany Security shall bind every future
Holder of the same Security and the Holder of eB=gurity issued upon the registration of trandfereof or in exchange therefor or in lieu
thereof in respect of anything done, omitted ofesefl to be done by the Trustee, any Security Ragisiny Paying Agent, any
Authenticating Agent or the Company in reliancer¢lo®, whether or not notation of such action is enaon such Security.

SECTION 1.5 Notices, etc., to Trustee and Company.

Any request, demand, authorization, direction,aegtconsent, waiver or Act of Holders or other doent provided or permitted by this
Indenture to be made upon, given or furnishedrtdijed with,

(1) the Trustee by any Holder or by the Companyl sleasufficient for every purpose hereunder if magiven, furnished or filed in writing to
or with the Trustee at its Corporate Trust Office,

(2) the Company by the Trustee or by any Holdell &lgasufficient for every purpose hereunder (usletherwise herein expressly provided)
if in writing and mailed, first class postage prieh#o the Company addressed to it at the addrieiss jrincipal office specified in the first
paragraph of this Indenture or at any other addvesgously furnished in writing to the Trusteethg Company.
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SECTION 1.6 Notice to Holders; Waiver.

Where this Indenture provides for notice of anyréwte Holders of Securities by the Company or thestee, such notice shall be sufficiently
given (unless otherwise herein expressly providfed)writing and mailed, first-class postage prieh@o each such Holder affected by such
event, at such Holder's address as it appeare iBehurity Register, not later than the latest,datd not earlier than the earliest date,
prescribed for the giving of such notice. In angewhere notice to Holders of Securities is givemiail, neither the failure to mail such
notice, nor any defect in any notice so mailedrtg particular Holder shall affect the sufficierafysuch notice with respect to other Holders
of Securities. Any notice mailed to a Holder in thanner herein prescribed shall be deemed to hes given when such notice is mailed.

If by reason of the suspension of regular mailiserer by reason of any other cause it shall beactrable to give such notice by mail, then
such notification to Holders of Securities as shalmade with the approval of the Trustee shalstitute a sufficient notification to such
Holders for every purpose hereunder.

Where this Indenture provides for notice in any me&nsuch notice may be waived in writing by thesBe entitled to receive such notice,
either before or after the event, and such waikiell §e the equivalent of such notice. Waiversatfae by Holders shall be filed with the
Trustee, but such filing shall not be a conditisagedent to the validity of any action taken inamte upon such waiver.

SECTION 1.7 Effect of Headings and Table of Corgent

The Article and Section headings herein and thdelabContents are for convenience only and statliffect the construction hereof.
SECTION 1.8 Successors and Assigns.

All covenants and agreements in this IndenturenbyGompany shall be binding on their successorsaasigns, whether so expressed or not.
SECTION 1.9 Separability Clause.

In case any provision in this Indenture or in aegBity shall be invalid, illegal or unenforcealtlee validity, legality and enforceability of
the remaining provisions shall not in any way Heted or impaired thereby.

SECTION 1.10 Benefits of Indenture.

Nothing in this Indenture or in the Securities, g3 or implied, shall give to any Person, othantthe Parties hereto, any Security Regis
any Paying Agent, any
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Authenticating Agent and their successors hereuadérthe Holders any benefit or any legal or elgtaight, remedy or claim under this
Indenture.

SECTION 1.11 No Personal Liability.

No recourse under or upon any obligation, covenaafjreement contained in this Indenture, in arguBty or because of any indebtedn
evidenced thereby, shall be had against any incatpQ as such, or against any past, present orefgtockholder, officer or director, as such,
of the Company or of any successor, either diremtithrough the Company or any successor, underwdeyf law, statute or constitutional
provision or by the enforcement of any assessmely any legal or equitable proceeding or othernadlesuch liability being expressly
waived and released by the acceptance of the Siesuny the Holders thereof and as part of theidenation for the issue of the Securities.

SECTION 1.12 Governing Law.

This Indenture and the Securities shall be govehyeaind construed in accordance with the intelaatlof the State of New York, without
regard to the principles of conflict of law.

SECTION 1.13 Legal Holidays.

In any case where any Interest Payment Date, ReasecDate, Redemption Date, Stated Maturity or Ntgtaf any Security shall not be a
Business Day at any Place of Payment or Place n¥€&sion, then (notwithstanding any other provisiéthis Indenture or any Security
other than a provision in the Securities which #jmadly states that such provision shall applyli@u hereof), payment of interest or principal
(and premium, if any) need not be made at sucteRIi&aPayment or Place of Conversion on such datenly be made on the next
succeeding Business Day at such Place of Paymétaoe of Conversion with the same force and eHieét made on the Interest Payment
Date, Repurchase Date or Redemption Date, or &tdted Maturity or Maturity, provided that no irdst shall accrue on the amount so
payable for the period from and after such InteRestment Date, Repurchase Date, Redemption DatdItaturity or Maturity, as the case
may be, so long as payment is made on such suoceBdsiness Day.

SECTION 1.14 Conflict with Trust Indenture Act.

If any provision hereof limits, qualifies or cortfls with a provision of the Trust Indenture Actttlsarequired under the Trust Indenture Act to
be a part of and govern this Indenture, the lgttevision shall control. If any provision of thisdenture modifies or excludes any provisiol
the Trust Indenture Act that may be so modifieéxaluded, the latter provision shall be deemedbfmyato this Indenture as so modified ol
be excluded, as the case may be.
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SECTION 1.15 Counterparts.

This Indenture may be executed in any number ofitaparts, each of which so executed shall be dée¢alee an original, but all such
counterparts shall together constitute but onethedame instrument.

ARTICLE Il
SECURITIES FORM
SECTION 2.1 Designation of Securities; Form Gengral

Pursuant to the terms hereof, the Company heredates a series of its debt securities designatdted$ 1/4% Convertible Subordinated
Notes due 2006" (the "Notes"), which Notes shallbemed "Securities" for all purposes hereur

The Securities shall be in substantially the foanferth in this Article, with such appropriate émsons, omissions, substitutions and other
variations as are required or permitted by thightdre, and may have such letters, numbers or othéts of identification and such legends
or endorsements placed thereon as may be reqoihtply with the rules of any securities exchartige Internal Revenue Code of 1986, as
amended, and regulations thereunder (the "Codegs may, consistent herewith, be determined byffigers executing such Securities, as
evidenced by their execution thereof. All Secusitsall be in fully registered form, without coupon

The Trustee's certificates of authentication sbalin substantially the form set forth in Sectio8.2

Conversion notices shall be substantially in threnfget forth in
Section 2.4.

Repurchase notices shall be substantially in tha &t forth in
Section 2.5.

Assignments shall be substantially in the formfggh in Section 2.6.

The Securities shall be printed, lithographed, iyitten or engraved or produced by any combinatibthese methods or may be produced in
any other manner permitted by the rules of anyraated quotation system or securities exchangeu@itg on steel engraved borders if so
required by any securities exchange upon whiclstmurities may be listed) on which the Securitiey ime quoted or listed, as the case may
be, all as determined by the officers executindisbecurities, as evidenced by their execution tfere
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SECTION 2.2 Form of Security.
[FORM OF NOTE FACE]
[THE FOLLOWING LEGEND SHALL APPEAR ON THE FACE OF E  ACH GLOBAL SECURITY:

THIS NOTE IS A GLOBAL SECURITY WITHIN THE MEANING & THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF THE DEPOSITARY OR A NOMBE OF THE DEPOSITARY, WHICH MAY BE TREATED BY THE
COMPANY, THE TRUSTEE AND ANY AGENT THEREOF AS OWNERND HOLDER OF THIS NOTE FOR ALL PURPOSES.

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORED REPRESENTATIVE OF THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION ("DTC"), TO THE COMANY OR ITS AGENT FOR REGISTRATION OF TRANSFER,
EXCHANGE OR PAYMENT, AND ANY CERTIFICATE ISSUED IREGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH
OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESEATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE
& CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AANUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER,
PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTERESEREIN.

UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PAR FOR NOTES IN DEFINITIVE REGISTERED FORM IN THE
LIMITED CIRCUMSTANCES REFERRED TO IN THE INDENTURHEHIS GLOBAL SECURITY MAY NOT BE TRANSFERRED
EXCEPT AS A WHOLE BY THE DEPOSITARY TO A NOMINEE OFHE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITAR
TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPO&RY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO
A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSDEPOSITARY ]

ADVANCED ENERGY INDUSTRIES, INC.

5 1/4% CONVERTIBLE SUBORDINATED NOTE
DUE 2006

No. $

CUSIP NO. 007973AA8
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ADVANCED ENERGY INDUSTRIES, INC., a corporation gubrganized and existing under the laws of theeStdDelaware (herein call¢
the "Company", which term includes any successosdPeunder the Indenture referred to on the revieeseof), for value received, hereby
promises to pay to , theipehsum of United States Dollars ($__ ) [if this Security is a Global
Security, then insert(which principal amount may from time to time Inereased or decreased to such other principal abyradjustmen
made on the records of the Trustee hereinafterresfé¢o in accordance with the Indenture)] on Nobenil5, 2006 and to pay interest ther
from November 10, 1999, or from the most recerdrigdgt Payment Date (as defined below) to whichréstehas been paid or duly provided
for, semi-annually in arrears on May 15 and Novenilsein each year (each, an "Interest Payment Ratethnmencing May 15, 2000, at the
rate of 5 1/4% per annum, until the principal héisaue, and at the rate of 5 1/4% per annum groaerdue principal and premium, if any,
and, to the extent permitted by law, on any oveidterest. The interest so payable, and punctyealigt or duly provided for, on any Interest
Payment Date will, as provided in the Indenturepaig to the Person in whose name this Note (oroomeore Predecessor Securities) is
registered at the close of business on the Refdeord Date for such interest, which shall be ttagy Il or November 1 (whether or not a
Business Day), as the case may be, next precedatglsterest Payment Date. Except as otherwiseigedvn the Indenture, any such intel
not so punctually paid or duly provided for willrfowith cease to be payable to the Holder on susduRr Record Date and may either be
paid to the Person in whose name this Note (oroomeore Predecessor Securities) is registereceatltise of business on a Special Record
Date for the payment of such Defaulted Intere&tedixed by the Company, notice whereof shall kegito Holders of Notes not less than 10
days prior to the Special Record Date, or be pa@hg time in any other lawful manner not incoresgtwith the requirements of any
automated quotation system or securities exchangehich the Notes may be quoted or listed, and gumh notice as may be required by
such exchange, all as more fully provided in thdelture. Payments of principal shall be made uperstirrender of this Note at the
Corporate Trust Office of the Trustee, or at suttepoffice or agency of the Company as may begtaséd by the Company for such
purpose, in the Borough of Manhattan, The City ef\NYork, in such coin or currency of the Unitedt8saof America as at the time of
payment shall be legal tender for the payment bfipand private debts, by Dollar check drawn artransfer to, a Dollar account. Payments
of interest on this Note may be made by Dollar &hdcawn on a Dollar account, mailed to the addoéske Person entitled thereto as such
address shall appear in the Security Registerypmm written application by the Holder to the Sé@guRegistrar setting forth wire instructions
not later than the relevant Record Date, by trartsfa Dollar account; provided however, that tfarssto Dollar accounts will be made only
to Holders of an aggregate principal amount of Nateexcess of $2,000,000.

Except as specifically provided herein and in théehture, the Company shall not be required to naakepayment with respect to any tax,
assessment or other governmental charge imposadybgovernment or any political subdivision or taxauthority thereof or therein.

Reference is hereby made to the further provisidribis Note set forth on the reverse hereof, wiiicther provisions shall for all purposes
have the same effect as if set forth at this place.
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Unless the certificate of authentication hereonldesen executed by the Trustee referred to on thexse hereof or an Authenticating Agent
the manual signature of one of their respectiva@iged signatories, this Note shall not be eiteany benefit under the Indenture or be
valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused thig wbe duly executed and delivered under its catpcseal.
Advanced Energy Industries, Inc.

[Corporate Seal]

By:
Name:

Title:
Attest:

Name:
Title:

(Trustee's Certificate of Authentication)
This is one of the 5 1/4% Convertible Subordindtedes due 2006 referred to in the within-mentiohmtenture.

STATE STREET BANK AND
TRUST COMPANY OF CALIFORNIA, N.A.,
as Trustee

By:
Authorized Signatory

[FORM OF REVERSE]

This Note is one of a duly authorized issue of gées of the Company designated as its "5 1/4%wedible Subordinated Notes due

2006" (herein called the "Notes"), issued and tésbeed under an Indenture, dated as of NovemikEd99 (herein called the "Indenture”),
between the Company and State Street Bank and Camspany of California, N.A., as Trustee (hereilechthe "Trustee", which term
includes any successor trustee under the Indentorehich Indenture and all indentures suppleméah&aeto reference is hereby made for a
statement of the respective rights, limitationsigiits, duties and immunities thereunder of the Gany, the Trustee, the holders of Senior
Debt and the Holders of the Notes and of the terpms which
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the Notes are, and are to be, authenticated anegdil. As provided in the Indenture and subjeaedain limitations therein set forth, Notes
are exchangeable for a like aggregate principalusnnof Notes of any authorized denominations asestgd by the Holder surrendering the
same upon surrender of the Note or Notes to beagxyg, at the Corporate Trust Office of the Trustée Trustee upon such surrender by

the Holder will issue the new Notes in the requisienominations.

No sinking fund is provided for the Note

The Notes are subject to redemption at the optidheoCompany at any time on or after November20®2, in whole or in part, upon not I¢
than 30 nor more than 60 days' notice to the Helgepr to the Redemption Date at the following &agtion Prices (expressed as
percentages of the principal amount) for the twehanth period beginning on November 15 of the follgy years:

YEAR REDEMPTIO N PRICE
2002 103.0 0%
2003 102.2 5%
2004 101.5 0%
2005 100.7 5%

and at a Redemption Price equal to 100% of thecipdh amount beginning on November 15, 2006, togretih each case, with accrued and
unpaid interest to the Redemption Date; providesidver, that interest installments on Notes whda&8 Maturity is on or prior to such
Redemption Date will be payable to the HoldersuahsNotes, or one or more Predecessor Securifiescord at the close of business on the
relevant Record Dates referred to on the face fieaft@s provided in the Indenture.

In the event of a redemption of the Notes, the Caamgpwill not be required (a) to register the trangr exchange of Notes for a period of 15
days immediately preceding the date notice is gidentifying the serial numbers of the Notes cafledsuch redemption or (b) to register the
transfer or exchange of any Note, or portion therealed for redemption.

In any case where the due date for the paymemitegbtincipal of, premium, if any, or interest oryaote or the last day on which a Holde

a Note has a right to convert such Note shall bang Place of Payment or Place of Conversion@asdlse may be, a day on which banking
institutions at such Place of Payment or Placeafversion are authorized or obligated by law, ratjoh or executive order to close, then
payment of principal, premium, if any, interestefivery for conversion of such Note need not belenan or by such date at such place but
may be made on or by the next succeeding day atace which is not a day on which banking intititus are authorized or obligated by
law, regulation or executive order to close, with same force and effect as if made on the datsufdr payment or the date fixed for
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redemption or repurchase, or by such last daydaoversion, and no interest shall accrue on the atsmpayable for the period after such
date.

Subject to and upon compliance with the provisioihthe Indenture, the Holder of this Note is eatitlat such Holder's option, at any time
following the original issue date of the Notes amdor before the close of business on the BusiDagsmmediately preceding November 15,
2006, or in case this Note or a portion hereogifed for redemption or the Holder hereof has esetthis or her right to require the Comp
to repurchase this Note or such portion hereof) theespect of this Note until but (unless the @any defaults in making the payment due
upon redemption or repurchase, as the case mayobajter, the close of business on Business Dayddiately preceding the Redemption
Date or the Repurchase Date, as the case may tanvert this Note (or any portion of the principahount hereof that is an integral multiple
of $1,000, provided that the unconverted portioswafh principal amount is $1,000 or any integraltiple of $1,000 in excess thereof) into
fully paid and nonassessable shares of Common $fatie Company at an initial Conversion Rate afl808 shares of Common Stock for
each $1,000 principal amount of Notes (or at theeru adjusted Conversion Rate if an adjustmenbleas made as provided in the Inden
including pursuant to Section 14.4(2)) by surrerafaghis Note, duly endorsed or assigned to the @ or in blank and, in case such
surrender shall be made during the period frontlbge of business on any Regular Record Date mexeping any Interest Payment Date to
the opening of business on such Interest Paymetet ([acept if this Note or portion thereof has beaihed for redemption on a Redemption
Date or is repurchasable on a Repurchase Datéharmbhversion rights of this Note, or such portioereof, would terminate during the
period between such Regular Record Date and tise cibbusiness on such Interest Payment Date)aatsmmpanied by payment in New
York Clearing House or other funds acceptable éoGbmpany of an amount equal to the interest payabkuch Interest Payment Date on
the principal amount of this Note then being coteg@rand also the conversion notice hereon dulggrd, to the Company at the Corporate
Trust Office of the Trustee, or at such other @ffix agency of the Company, subject to any lawsgulations applicable thereto and subject
to the right of the Company to terminate the apo@nt of any Conversion Agent (as defined belownay be designated by it for such
purpose, in the Borough of Manhattan, The City ef\Ny ork, or at such other offices or agencies asxGbmpany may designate (each a
"Conversion Agent"), provided, however, that ifstiNote or portion hereof has been called for redemmpn a Redemption Date or is
repurchasable on a Repurchase Date and the camveigts of this Note, or such portion thereofulebterminate during the period between
such Regular Record Date and the close of busoressich Interest Payment Date, then the HolddrisfNote on such Regular Record Date
will be entitled to receive the interest accruirggdon from the Interest Payment Date next precetimglate of such conversion to such
succeeding Interest Payment Date and the HoldirioNote who converts this Note or a portion héteoing such period shall not be
required to pay such interest upon surrender efli{fuite for conversion. Subject to the provisionghefpreceding sentence and, in the case of
a conversion after the close of business on theilRe&ecord Date next preceding any Interest Payibate and on or before the close of
business on such Interest Payment Date, to theafghe Holder of this Note (or any Predecessauity of record as of such Regular
Record Date) to receive the related installmennigfrest to the
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extent and under the circumstances provided ifnthenture, no cash payment or adjustment is to &@enon conversion for interest accrued
hereon from the Interest Payment Date next pregetiie day of conversion, or for dividends on then@en Stock issued on conversion
hereof. The Company shall thereafter deliver toHb&ler the fixed number of shares of Common S{tegether with any cash adjustment,
as provided in the Indenture) into which this Nisteonvertible and such delivery will be deemeddtsfy the Company's obligation to pay
the principal amount of this Note. No fractionssbfires or scrip representing fractions of sharédwissued on conversion, but instead of
any fractional interest (calculated to the neatésd0th of a share) the Company shall pay a casistatent as provided in the Indenture. The
Conversion Rate is subject to adjustment as proviidi¢he Indenture. In addition, the Indenture jeg that in case of certain consolidations
or mergers to which the Company is a party (othanta consolidation or merger that does not r@salhy reclassification, conversion,
exchange or cancellation of the Common Stock) ercimveyance, transfer, sale or lease of all ostankially all of the property and assets of
the Company, the Indenture shall be amended, witih@uconsent of any Holders of Notes, so thatNite, if then Outstanding, will be
convertible thereafter, during the period this Nsttall be convertible as specified above, only thiokind and amount of securities, cash and
other property receivable upon such consolidatiogrger, conveyance, transfer, sale or lease bydehof the number of shares of Common
Stock of the Company into which this Note couldé&een converted immediately prior to such conatbd, merger, conveyance, transfer,
sale or lease (assuming such holder of Common $$aust a Constituent Person or an Affiliate of @n€tituent Person, failed to exercise any
rights of election and received per share the kimd amount received per share by a plurality of-Hl@cting Shares and further assuming, if
such consolidation, merger, conveyance, transéég, ar lease occurs prior to the original issue @éthe Notes, that the Note was convert

at the time of such occurrence at the Converside Raecified above as adjusted from the issueafatech Note to such time as provided in
the Indenture). No adjustment in the ConversioreRall be made until such adjustment would reqaineincrease or decrease of at least one
percent of such price, provided that any adjustrtteattwould otherwise be made, but for the appbcadf the foregoing, will be carried
forward and taken into account in the computatibany subsequent adjustment.

If a Change in Control occurs, the Holder of thistédy at the Holder's option, shall have the righgccordance with the provisions of the
Indenture, to require the Company to repurchaseNbte (or any portion of the principal amount loéteat is equal to $1,000 or an integral
multiple of $1,000 in excess thereof) for cash Bepurchase Price equal to 100% of the principalarhthereof plus interest accrued to the
Repurchase Date. At the option of the CompanyRigurchase Price may be paid in cash or, subjelaetoonditions provided in the
Indenture, by delivery of shares of Common Stockifitaa fair market value equal to the RepurchagsePFor purposes of this paragraph,
the fair market value of shares of Common Stocl Sieedetermined by the Company and shall be eiqu@b% of the average of the Closing
Prices Per Share for the five consecutive TradiagsDmmediately preceding and including the thirdding Day prior to the Repurchase
Date. Whenever in this Note there is a referencany context, to the principal of any Note asmf &me, such reference shall be deemed to
include reference to the Repurchase Price payabikspect of such Note to the extent that such Rbpse Price is, was or would be so
payable at such time, and express mention of
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the Repurchase Price in any provision of this Ni&ll not be construed as excluding the RepurcRese so payable in those provisions of
this Note when such express mention is not maaejiged, however, that, for the purposes of the s@@ucceeding paragraph, such refer
shall be deemed to include reference to the RepsecRrice only to the extent the Repurchase Rripayiable in cash.

[The following paragraph shall appear in each Gl&@=urity:

In the event of a deposit or withdrawal of an iaiin this Note, including an exchange, transtatemption, repurchase or conversion of this
Note in part only, the Trustee, as custodian ofdkpositary, shall make an adjustment on its rectodeflect such deposit or withdrawal
accordance with the rules and procedures of The&epy Trust Company applicable to, and as inatfé the time of, such transaction.]

[The following paragraph shall appear in each Nbé&t is not a Global Security:

In the event of redemption, repurchase or conversfdhis Note in part only, a new Note or Notestfee unredeemed, unrepurchased or
unconverted portion hereof will be issued in thenaaf the Holder hereof.]

The indebtedness evidenced by this Note is, t@ttent and in the manner provided in the Indentsubprdinate and subject in right of
payment to the prior payment in full in cash of&dinior Debt of the Company, and this Note is idsubject to such provisions of the
Indenture with respect thereto. Each Holder of Nige, by accepting the same, (a) agrees to arldbghbound by such provisions, (b)
authorizes and directs the Trustee on such HoldeHalf to take such action as may be necessaymopriate to effectuate the subordina
so provided and (c) appoints the Trustee such Heald#&orney-in-fact for any and all such purposes.

If an Event of Default shall occur and be contimithe principal of all the Notes, together witltraed interest to the date of declaration,
be declared due and payable in the manner andhdgthffect provided in the Indenture. Upon paym@rdf the amount of principal so
declared due and payable, together with accruedeisit to the date of declaration, and (ii) of ieston any overdue principal and, to the
extent permitted by applicable law, overdue intera of the Company's obligations in respecthaf payment of the principal of and interest
on the Notes shall terminate.

The Indenture permits, with certain exceptionshasdin provided, the amendment thereof and the fination of the rights and obligations
the Company and the rights of the Holders of théeslander the Indenture at any time by the Compaythe Trustee with either (a) the
written consent of the Holders of not less thanagomity in aggregate principal amount of the Outdiag Notes, or (b) by the adoption of a
resolution, at a meeting of Holders of the OutstagmdNotes at which a quorum is present, by the Eidaf at least 66-2/3% in aggregate
principal amount of the Outstanding Notes represttand entitled to vote at such meeting. The Inderdlso contains provisions permitting
the Holders of specified percentages in principal
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amount of the Outstanding Notes, on behalf of tbklers of all the Notes, to waive compliance by @mnpany with certain provisions of 1
Indenture and certain past defaults under the loderand their consequences. Any such consentivenay the Holder of this Note shall be
conclusive and binding upon such Holder and upbfutire Holders of this Note and of any Note issireexchange therefor or in lieu her
whether or not notation of such consent or waigenade upon this Note or such other Note.

As provided in and subject to the provisions oflthdenture, the Holder of this Note shall not htéheright to institute any proceeding with
respect to the Indenture or for the appointmerat idceiver or trustee or for any other remedy tader, unless such Holder shall have
previously given the Trustee written notice of atimuing Event of Default, the Holders of not I#san 25% in principal amount of the
Outstanding Notes shall have made written requetstet Trustee to institute proceedings in respestioh Event of Default as Trustee and
offered the Trustee reasonable indemnity and thistée shall not have received from the Holdersrmahgority in principal amount of the
Outstanding Notes a direction inconsistent withhsterjuest, and shall have failed to institute arghgroceeding, for 60 days after receipt of
such notice, request and offer of indemnity. Thredoing shall not apply to any suit instituted bg Holder of this Note for the enforcement
of any payment of principal hereof, premiums if aoyinterest hereon on or after the respectiveddues expressed herein or for the
enforcement of the right to convert this Note asvjated in the Indenture.

No reference herein to the Indenture and no prowisf this Note or of the Indenture shall altefropair the obligation of the Compar
which is absolute and unconditional, to pay thegpal of, premium, if any, and interest on thist&at the times, places and rate, and in the
coin or currency, herein prescribed or to conv@g Note as provided in the Indenture.

As provided in the Indenture and subject to ceffiaiitations therein set forth, the transfer ofsthlote is registrable on the Security Register
upon surrender of this Note for registration ohsfer at the Corporate Trust Office of the Trusteat such other office or agency of the
Company as may be designated by it for such punoade Borough of Manhattan, The City of New Yd¢which shall initially be an office

or agency of the Trustee), or at such other offareagencies as the Company may designate, dulyreedl by, or accompanied by a written
instrument of transfer in form satisfactory to @empany and the Security Registrar duly executedh®yHolder thereof or such Holder's
attorney duly authorized in writing, and thereupore or more new Notes, of authorized denominatémsfor the same aggregate principal
amount, will be issued to the designated transferdensferees by the Security Registrar. No sergharge shall be made for any such
registration of transfer or exchange, but the Camgpaay require payment of a sum sufficient to recany tax or other governmental cha
payable in connection therewith.

Prior to due presentation of this Note for registraof transfer, the Company, the Trustee andaagent of the Company or the Trustee may
treat the Person in whose name Note is registasethe owner thereof for all purposes, whetherbisach Note be overdue, and neither the
Company, the Trustee nor any such agent shallfbetafl by notice to the contrary.
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No recourse for the payment of the principal (arehpum, if any) or interest on this Note and noorgse under or upon any obligatic
covenant or agreement of the Company in the Indertuany indenture supplemental thereto or inNdote, or because of the creation of any
indebtedness represented thereby, shall be hadshagaiy incorporator, stockholder, officer or dicgcas such, past, present or future, of the
Company or of any successor corporation, eithectiy or through the Company or any successor catipm, whether by virtue of any rule

of law, statute or constitutional provision or Imetenforcement of any assessment or by any legajuwtable proceeding or otherwise, all
such liability being expressly waived and releassthe acceptance hereof and as part of considerfatr the issue hereof.

THE INDENTURE AND THIS NOTE SHALL BE GOVERNED BY ARB CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF NEW YORK, UNITED STATES OF AMERICA WITHOUREGARD TO THE PRINCIPLES OF CONFLICT OF LAW.

All terms used in this Note which are defined ie thdenture shall have the meanings assigned o ité¢he Indenture.
ABBREVIATIONS

The following abbreviations, when used in the ingawn of the face of this Note, shall be constrasdhough they were written out in full
according to applicable laws or regulations:

TEN COM - as tenants in common
TEN ENT - as tenants by the entireti es (Cust)
JT TEN - as joint tenants with righ t of survivorship and not
as tenants in common
UNIF GIFT MIN ACT - Custodia n
(Minor)
under Uniform Gifts to Mino rs Act
(State)

Additional abbreviations may also be used thougtimthe above list.

SECTION 2.3 Form of Trustee's Certificate of Auttiestion.

Subject to Section 6.11, the Trustee's certificdteuthentication shall be in substantially thédaing form:

This is one of the 5 1/4% Convertible Subordinatedes due 2006 referred to in the within-mentiohretenture.

Dated:
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State Street Bank and Trust Company
of California, N.A., as Trustee

By:
Authorized Signatory

SECTION 2.4 Form of Election of Holder to RequirefRrchase.

(1 Pursuant to Article XII of the Indenture, thedensigned hereby elects to have this Note repuechig the Company.

(2 The undersigned hereby directs the Trusteeso€thmpany to pay to the undersigned an amountsim @g at the Company's election,
Common Stock valued as set forth in the Indenemeal to 100% of the principal amount to be repaseldl (as set forth below), plus interest
accrued to the Repurchase Date, as provided imttenture.

Dated:
Signature(s)

Signature(s) must be guaranteed by an
Eligible Guarantor Institution with
membership in an approved signature
guarantee program pursuant to Rule
17Ad-15 under the Securities Exchange
Act of 1934.

Signature Guaranteed

Principal amount to be repurchased (at least $100@MH integral multiple $1,000 in excess thereof):

Remaining principal amount following such repura@nésot less than $1,000):

NOTICE: The signature to the foregoing Election hagsrespond to the Name as written upon the fatei®Note in every particula
without alteration or any change whatsoever.

SECTION 2.5 Form of Conversion Notice.
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The undersigned Holder of this Note hereby irrebbcaxercises the option to convert this Note, oy portion of the principal amount here
(which is $1,000 or an integral multiple of $1,d8G@xcess thereof, PROVIDED that the unconvertatigroof such principal amount is at
least $1,000 or any integral multiple of $1,00@xtess thereof) below designated, into shares ofm@n Stock in accordance with the terms
of the Indenture referred to in this Note, and dighat such shares, together with a check in payfor any fractional share and any Notes
representing any unconverted principal amount Hebeodelivered to and be registered in the nantbefindersigned unless a different n¢
has been indicated below. If shares of Common Stodkotes are to be registered in the name of soResther than the undersigned, (a) the
undersigned will pay all applicable transfer tagagable with respect thereto and (b) signature(stine guaranteed by an Eligible Guara
Institution with membership in an approved signatguarantee program pursuant to Rule 1718dnder the Securities Exchange Act of 1
Any amount required to be paid by the undersignedazount of interest accompanies this Note.

Si gnature(s)

If shares or Notes are to be registered in the nafradPerson other than the Holder, please pricth flerson's name and address:
Name
Address

Social Security or other Identification
Number, if any

Signature Guaranteed
If only a portion of the Notes is to be convertpldase indicate:

1. Principal amount to be converted: $

2. Principal amount and denomination of Notes regméng unconverted principal amount to be issed:

($1,000 or any integral multiple of $1,000 in exxéwereof, provided that the unconverted portioauath principal amount is at least $1,000
or any integral multiple of $1,000 in excess théreo

SECTION 2.6 Form of Assignment.

27



For value received hereby sedi§sjgn(s) and transfer(s) unto leagP insert social security or other
identifying number of assignee) the within Noted &ereby irrevocably constitutes and appoints as attorney to
transfer the said Note on the books of the Compuatig, full power of substitution in the premises.

Dated:
Signature (s)
Signature (s) must be guaranteed by an
Eligible Guarantor Institution with
membershi p in an approved signature
guarantee program pursuant to Rule
17Ad-15u nder the Securities Exchange
Act of 19 34.
Signature Guaranteed

SECTION 2.7 Securities Issuable in Global Form.

The Securities initially will be represented by aremore notes in registered, global form withauérest coupons, referred to as global notes.
Any such Security shall represent Outstanding Séesiand may provide that it shall represent thgregate amount of Outstanding
Securities and that the aggregate amount of OulistgrSecurities may from time to time be increasedecreased to reflect exchanges. Any
endorsement of a Security in global form to reflbet amount, or any increase or decrease in thesimof Outstanding Securities represe
thereby shall be made by the Trustee in such mamgeupon instructions given by such Person ordPeras shall be specified therein or in
the Company Order to be delivered to the Trustesyaunt to Section 3.3 or 3.4. Subject to the piomsof Section 3.3 and, if applicable,
Section 3.4, the Trustee shall deliver and redebwsy Security in permanent global form in the mearemd upon instructions given by the
Person or Persons specified therein or in the egigie Company Order. If a Company Order pursuaBetdion 3.3 or 3.4 has been, or
simultaneously is, delivered, any instructions iy €Company with respect to endorsement or delisergdelivery of a Security in global

form shall be in writing but need not comply witbcEion 1.2 and need not be accompanied by an Opafi€ounsel.

The provisions of the last sentence of SectiorsBa&I| apply to any Security represented by a Sgcinriglobal form if such Security was
never issued and sold by the Company and the Comgslivers to the Trustee the Security in globalfdogether with written instructions
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(which need not comply with Section 1.2 and neetdoecaccompanied by an Opinion of Counsel) wittarddo the reduction in the principal
amount of Securities represented thereby, togettierthe written statement contemplated by thedasttence of Section 3.3.

Notwithstanding the provisions of Section 3.7, paytof principal of (and premium, if any) and irtst on any Security in permanent glo
form shall be made to the Person or Persons speédctierein.

ARTICLE 1lI
THE SECURITIES
SECTION 3.1 Title and Terms.
The aggregate principal amount of Securities whiely be authenticated and delivered under this loderis unlimited.

The Securities shall be known and designated a%th&1% Convertible Subordinated Notes due 200@he@ Company. Their Stated
Maturity shall be November 15, 2006 and they shadlr interest on their principal amount from Novemb0, 1999, payable semnnually in
arrears on May 15 and November 15 in each yearr@ming May 15, 2000, at the rate of 5 1/4% peuanantil the principal thereof is d
and at the rate of 7 1/4% per annum on any ovepdueipal and, to the extent permitted by law, oy averdue interest; provided, however,
that payments shall only be made on a BusinessaBgyovided in Section 1.13.

The principal of, premium, if any, and interesttha Securities shall be payable as provided iridira of Securities set forth in Section 2.2,
and the Repurchase Price, whether payable in gashshares of Common Stock, shall be payable et places as are identified in the
Company Notice given pursuant to Section 12.3 tyyin which any Paying Agent is located beingdiercalled a "Place of Payment").

The Securities shall be redeemable at the optidheo€Company at any time on or after November 0922in whole or in part, subject to the
conditions and as otherwise provided in ArticleaXd in the form of Security set forth in SectioB.2.

The Securities shall be subject to repurchase éyttmpany at the option of the Holders as provide&tticle XII.
The Securities shall be subordinated in right gfnpant to Senior Debt of the Company as providefrticle XIlI.

The Securities shall be convertible as providedrticle XIV (any city in which any Conversion Ageistlocated being herein called a "Place
of Conversion™).

SECTION 3.2 Denominations.
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The Securities shall be issuable in minimum denations of $1,000 and any integral multiple thereof.
SECTION 3.3 Execution, Authentication, Delivery dbdting.

The Securities shall be executed by the Comparhesr@an of the Board, its Chief Executive Officer President or one of its Executive
Vice Presidents, and attested by its Chief Findi@ificer or its Secretary. The signature of anyttafse officers on the Securities may be
manual or facsimile signatures and may be imprioteotherwise reproduced on the Securities.

Securities bearing the manual or facsimile sigrestwf individuals who were at any time the progdécers of the Company shall bind the
Company, notwithstanding that such individualsmmy af them have ceased to hold such offices padhé authentication and delivery of
such Securities did not hold such offices at the dasuch Securities.

At any time and from time to time after the exeontand delivery of this Indenture, the Company mieljver the Securities, executed by the
Company to the Trustee for authentication, togettidr a Company Order for the authentication and/dey of such Securities, and the
Trustee in accordance with the Company Order shdifienticate and deliver such Securities.

Each Security shall be dated the date of its atitagion.

No Security shall be entitled to any benefit unttdés Indenture or be valid or obligatory for anyrpase unless there appears on such Sec

a certificate of authentication substantially ie form provided for herein duly executed by thesiee by manual signature of an authorized
signatory, and such certificate upon any Secuhgllse conclusive evidence, and the only evidetid,such Security has been duly
authenticated and delivered hereunder and is ehtitl the benefits of this Indenture. Notwithstagdihe foregoing, if any Security shall have
been authenticated and delivered hereunder but issteed and sold by the Company, and the Compaali/deliver such Security to the
Trustee for cancellation as provided in Sectiont8g®ther with a written statement (which needawwhply with Section 1.2 and need not be
accompanied by an Opinion of Counsel) stating $hah Security has never been issued and sold lydhgany, for all purposes of this
Indenture such Security shall be deemed nevenie baen authenticated and delivered hereunderhatidigver be entitled to the benefits of
this Indenture.

SECTION 3.4 Global Securities.

Any Global Security shall be exchangeable onlyrasided in this paragraph. If the depositary foy @germanent Global Security is DTC,
then, unless the terms of such Global Securityesqly permit such Global Security to be exchangemhiole or in part for definitive
Securities, a Global Security may be transfermnedyhole but not in part, only to a nominee of DBEpy a nominee of DTC to DTC, or to a
successor to DTC for such Global Security seleoteapproved by the Company or to a nominee of suckessor to DTC. If at any time

30



DTC notifies the Company that it is unwilling orabie to continue as depositary for the applicabteb@ Security or Securities or if at any
time DTC ceases to be a clearing agency registarddr the Exchange Act if so required by applicédleor regulation, the Company shall
appoint a successor depositary with respect to &licbal Security or Securities. If (X) a succes$gpositary for such Global Security or
Securities is not appointed by the Company witlird@ys after the Company receives such notice asrbes aware of such unwillingness,
inability or ineligibility, (y) an Event of Defaulhas occurred and is continuing or any event whftér notice or lapse of time or both would
be an Event of Default with respect to such SeguwritSecurities, or (z) the Company, in its sokcdition, determines at any time that all
Outstanding Securities (but not less than all)d@dsor issuable in the form of one or more Globalugities shall no longer be represented by
such Global Security or Securities, then the Comiisdnall execute, and the Trustee shall authentaradedeliver definitive Securities of like
rank, tenor and terms in definitive form in an aggate principal amount equal to the principal amadisuch Global Security or Securities. If
any beneficial owner of an interest in a Global8it¢ is otherwise entitled to exchange such irgefer Securities of like tenor and principal
amount of another authorized form and denominagisrspecified as contemplated by Section 3.1 amdded that any applicable notice
provided in the Global Security shall have beeregjithen without unnecessary delay but in any envenlater than the earliest date on which
such interest may be so exchanged, the Companlyesiealute, and the Trustee shall authenticate atided definitive Securities in aggregate
principal amount equal to the principal amountwdlsbeneficial owner's interest in such Global SigcuOn or after the earliest date on
which such interests may be so exchanged, suchaG&#zurity shall be surrendered for exchange b Bif such other depositary as shal
specified in the Company Order with respect thetetihe Trustee, as the Company's agent for sugiope; provided, however, that no such
exchanges may occur during a period beginningeabpiening of business 15 days before selectioneoSecurities to be redeemed under
Section 11.3 and ending at the close of busineskenday of the mailing of the relevant notice edemption. If a Security is issued in
exchange for any portion of a Global Security affter close of business at the office or agency ebach exchange occurs on (i) any Regular
Record Date and before the opening of busineascataffice or agency on the relevant Interest Patriate, or (ii) any special Record Date
and the opening of business at such office or agenche related proposed date for payment of Diefdunterest, interest or Defaulted
Interest, as the case may be, will not be payabkuch Interest Payment Date or proposed dateafgnent, as the case may be, in respect of
such Security, but will be payable on such InteRestment Date or proposed date for payment, asatbe may be, only to the Person to w!
interest in respect of such portion of such Gldedurity is payable in accordance with the prowisiof this Indenture.

SECTION 3.5 Registration, Registration of Transfied Exchange.

The Company shall cause to be kept at the Corpdrate Office of the Trustee or in any office oreagy of the Company in a Place of
Payment a register of the Securities (the regmtEntained in such office or in any such officeagency of the Company in a Place of
Payment being herein sometimes referred to as3fedrity Register") in which, subject to such readde regulations as it may prescribe,
Company shall provide for the registration of Séms and of transfers of Securities. The SecWRiggister shall be in written form or any
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other form capable of being converted into writterm within a reasonable time. The Trustee, aCitsporate Trust Office, is hereby initially
appointed "Security Registrar" for the purposeegfistering Securities and transfers of Securitiresuch Security Register as herein provi
In the event that the Trustee shall cease to barBe®egistrar, it shall have the right to examihe Security Register at all reasonable times.

Subject to the provisions of this Section 3.5, uparmrender for registration of transfer of any Syt any office or agency of the Company
in a Place of Payment, the Company shall execateftee Trustee shall authenticate and delivehéniame of the designated transferee or
transferees, one or more new Securities of anyoaiztd denominations and of a like aggregate ppadcmount, bearing a number not
contemporaneously outstanding, and containing ici@nerms and provisions.

Subject to the provisions of this Section 3.5hatdption of the Holder, Securities may be exchdrigeother Securities, of any authorized
denomination or denominations and of a like aggeegéncipal amount, containing identical terms @nalisions, upon surrender of the
Securities to be exchanged at any such office eneg Whenever any such Securities are so surretider exchange, the Company shall
execute, and the Trustee shall authenticate amekdethe Securities which the Holder making there@nge is entitled to receive.

All Securities issued upon any registration of fen or exchange of Securities shall be the vadlighations of the Company, evidencing the
same debt, and entitled to the same benefits uhdeindenture, as the Securities surrendered gpoh registration of transfer or exchange.

Every Security presented or surrendered for remistr of transfer or for exchange or redemptiorligifaso required by the Company or the
Security Registrar) be duly endorsed, or be accaiegaby a written instrument of transfer in forntisactory to the Company and the
Security Registrar, duly executed by the Holdera@b&or such Holder's attorney duly authorized hiting.

No service charge shall be made for any registragfdransfer or exchange of Securities, but then@any may require payment of a s
sufficient to cover any tax or other governmentarge that may be imposed in connection with agistetion of transfer or exchange of
Securities, other than exchanges pursuant to 9sc8id®, 11.8, 12.3(e), or any supplemental indentot involving any transfer and other t
any stamp and similar duties, if any, which mayrbposed in connection with any such transfer oharge by the United States or any
political subdivision thereof or taxing authorityereof or therein, which shall be paid by the Conypa

The Company, or the Trustee, as applicable, sbabe required (i) to issue, register the tranefar exchange any Security if such Security
may be among those selected for redemption durperiad beginning at the opening of business 15 tajore selection of the Securities to
be redeemed under

Section 11.3 and ending at the close of businesbeoday of the mailing of the relevant notice edemption, or (ii) to register the transfer of
or exchange any Security so selected for redemftiarhole or in part, except, in the case of angusigy to be
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redeemed in part, the portion thereof not to beeeatkd, or (iii) to issue, register the transfeoroéxchange any Security which has been
surrendered for repurchase at the option of theétoexcept the portion, if any, of such Securityto be so repaid.

SECTION 3.6 Mutilated, Destroyed, Lost and StolecBities.

If any mutilated Security is surrendered to thestea or the Company, together with, in proper cagesh security or indemnity as may be
required by the Company or the Trustee to save eftttem or any agent of either of them harmldss,Gompany shall execute and the
Trustee shall authenticate and deliver in exchahgefor a new Security of the same principal amozontaining identical terms and
provisions and bearing a number not contemporamgousstanding.

If there shall be delivered to the Company andh&Trustee (i) evidence to their satisfaction efdestruction, loss or theft of any Security,
and (ii) such security or indemnity as may be regliby them to save each of them and any agerithafr ef them harmless, then, in the
absence of notice to the Company or the Trustdestiidn Security has been acquired by a bona fidehpser, the Company shall execute and
upon its request the Trustee shall authenticatedatider, in lieu of any such destroyed, lost alest Security, a new Security of the same
principal amount, containing identical terms anovsions and bearing a number not contemporaneaustanding.

Notwithstanding the provisions of the previous aragraphs, in case any such mutilated, destrégsithr stolen Security has become c
about to become due and payable, the Company disitsetion may pay such Security, instead of isp@ new Security.

Upon the issuance of any new Security under thisi®&e the Company may require the payment of a suifficient to cover any tax or other
governmental charge (other than any stamp andasimhilties, if any, which may be imposed in conmactherewith by the United States or

any political subdivision thereof or taxing authgpithereof or therein, which shall be paid by tr@r@any) that may be imposed in relation

thereto and any other expenses (including thedadexpenses of the Trustee) connected therewith.

Every new Security issued pursuant to this Sedtidieu of any destroyed, lost or stolen Secustyall constitute an original additional
contractual obligation of the Company, whetherairthe destroyed, lost or stolen Security shakbany time enforceable by anyone, and
shall be entitled to all the benefits of this Intlea equally and proportionately with any and #le Securities duly issued hereunder.

The provisions of this Section are exclusive arallgireclude (to the extent lawful) all other rigland remedies with respect to the
replacement or payment of mutilated, destroyed,dostolen Securities.

SECTION 3.7 Payment of Interest; Interest RightssBrved.
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Interest on any Security that is payable, and iscfually paid or duly provided for, on any Inter®siyment Date shall be paid to the Person in
whose name that Security (or one or more Predec8gsuirities) is registered at the close of busimesthe Regular Record Date for such
interest at the office or agency of the Companynta@mned for such purpose pursuant to Section Jdd¥ided, however, that, except as
otherwise provided below with respect to Global8ties, each installment of interest on any Segumiay at the Company's option be paid
by (i) mailing a check for such interest, payabl®@t upon the written order of the Person entittesteto pursuant to Section 3.8, to the
address of such Person as it appears on the SeRedister or (ii) upon written order of the Persmtitled thereto pursuant to Section 3.8
setting forth instructions not later than the RagiRecord Date for such interest, by transfer ta@wount maintained by the payee located
inside the United States.

Every Global Security will provide that interestany, payable on any Interest Payment Date wilhdie to DTC for the purpose of permitt
DTC to credit the interest received by it in regpEfcsuch Global Security to the accounts of thedfieial owners thereof and that all
payments with respect to such Global Security di@lnhade by wire transfer of immediately availdhteds.

Any interest on any Security that is payable, butat punctually paid or duly provided for, on dnierest Payment Date (herein called
"Defaulted Interest") shall forthwith cease to laggble to the registered Holder thereof on thevegleRegular Record Date by virtue of
having been such Holder, and such Defaulted Intenag be paid by the Company at its election irhezase, as provided in clause (1) or (2)
below:

(1 The Company may elect to make payment of anplefd Interest to the Persons in whose namesetariBes (or their respective
Predecessor Securities) are registered at the ofdagsiness on a special Record Date for the payofesuch Defaulted Interest, which shall
be fixed in the following manner. The Company shaliify the Trustee in writing of the amount of Rafted Interest proposed to be paid on
each Security and the date of the proposed payfwhith shall not be less than 20 days after sutiteds received by the Trustee), and at
the same time the Company shall deposit with thustEe an amount of money equal to the aggregaterarpmposed to be paid in respect of
such Defaulted Interest or shall make arrangensaiisfactory to the Trustee for such deposit opriar to the date of the proposed payment,
such money when deposited to be held in trustfeibenefit of the Persons entitled to such Defdulerest as in this clause provided.
Thereupon the Trustee shall fix a Special Recor B the payment of such Defaulted Interest wisichll be not more than 15 days and not
less than 10 days prior to the date of the proppsgchent and not less than 10 days after the relogithe Trustee of the notice of the
proposed payment. The Trustee shall promptly n¢tiéyCompany of such Special Record Date andgméme and at the expense of the
Company, shall cause notice of the proposed payofenutch Defaulted Interest and the Special RePatg therefor to be mailed, first-class
postage prepaid, to each Holder of Securities et slolder's address as it appears in the Secuegysier not less than 10 days prior to such
Special Record Date. If the sole registered Hotdéhe Securities is not DTC, then the Trustee nvaits discretion, in the name and at the
expense of the Company, cause a similar notice foublished at least once in an Authorized Newspiapeach place of payment, but such
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publications shall not be a condition precederh#&establishment of such Special Record Date cHati the proposed payment of such
Defaulted Interest and the Special Record Dateefbehaving been mailed as aforesaid, such Defduteerest shall be paid to the Persons in
whose names the Securities (or their respectivedesssor Securities) are registered at the clolsasifiess on such Special Record Date and
shall no longer be payable pursuant to the follgndtause (2).

(2 The Company may make payment of any Defaulteztést on the Securities in any other lawful mammrinconsistent with the
requirements of any automated quotation systereairrgties exchange on which such Securities mdistesl or quoted, and upon such no
as may be required by such quotation system orasgsh if, after notice given by the Company toThastee of the proposed payment
pursuant to this clause, such manner of paymefittshdeemed practicable by the Trustee.

Subject to the foregoing provisions of this Sectmil Section 3.5, each Security delivered underlifdenture upon registration of transfer of
or in exchange for or in lieu of any other Secusi\all carry the rights to interest accrued andaithpand to accrue, which were carried by
such other Security.

In the case of any Security which is convertedraftyy Regular Record Date and prior to the nexteeding Interest Payment Date (other
than any Security whose Maturity is prior to sustetest Payment Date), interest whose Stated Myisron such Interest Payment Date <
be payable on such Interest Payment Date notwittistg such conversion, and such interest (whethaobpunctually paid or duly provided
for) shall be paid to the Person in whose nameSbatirrity (or one or more Predecessor Securisaggistered at the close of business on
such Regular Record Date.

SECTION 3.8 Persons Deemed Owners.

Prior to due presentment of a Security for regitneof transfer, the Company, the Trustee andaggnt of the Company or the Trustee may
treat the Person in whose name such Security isteegd as the owner of such Security for the psegaf receiving payment of principal of
(and premium, if any), and (subject to Sectionsa®\& 3.7) interest on, such Security and for &leopurposes whatsoever, whether or not
such Security be overdue, and none of the Compghaylrustee or any agent of the Company or thetdeushall be affected by notice to the
contrary.

None of the Company, the Trustee, any Paying Agettie Security Registrar will have any respongibdr liability for any aspect of th
records relating to or payments made on accoubénéficial ownership interests of a Global Secwityor maintaining, supervising or
reviewing any records relating to such beneficiahership interests.

Notwithstanding the foregoing, with respect to &lgbal Security, nothing herein shall (a) prevém €Company, the Trustee, or any ager
the Company, or the Trustee, from giving effecany written certification or other authorizationrished by any depositary, as a Holder,
with respect to such Global Security or (b) impa# between such depositary and owners of
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beneficial interests in such Global Security, tperation of customary practices governing the @geraf the rights of such depositary (or its
nominee) as Holder of such Global Security.

SECTION 3.9 Cancellation.

All Securities surrendered for payment, redemptiprepurchase at the option of the Holder, redistneof transfer or exchange or convers
shall, if surrendered to any Person other thaTthstee, be delivered to the Trustee, and any Sechrities and Securities surrendered
directly to the Trustee for any such purpose dbaibromptly canceled by it. The Company may attang deliver to the Trustee for
cancellation any Securities previously authentitaed delivered hereunder which the Company mag haguired in any manner
whatsoever, and may deliver to the Trustee (ontoather Person for delivery to the Trustee) foraadlation any Securities previously
authenticated hereunder which the Company hassoéd and sold, and all Securities so deliverell lsa@romptly canceled by the Trustee.
If the Company shall so acquire any of the Se@s,thowever, such acquisition shall not operateraslemption or satisfaction of the
indebtedness represented by such Securities uamessntil the same are surrendered to the Trusetesaficellation. No Securities shall be
authenticated in lieu of or in exchange for anyusiies canceled as provided in this Section, exasgexpressly permitted by this Indenture.
All canceled Securities held by the Trustee shaltdiurned to the Company or disposed of by thet€ruin accordance with its customary
practices as directed by a Company Order.

SECTION 3.10 Computation of Interest.

Interest on the Securities (including, without liation, any interest on overdue interest) shatdmaputed on the basis of a 360-day year
consisting of twelve 30-day months.

SECTION 3.11 CUSIP Numbers.

The Company in issuing the Securities may use CW8Rbers (if then generally in use) in additiorsévial numbers, and, if so, the Trustee
shall use CUSIP numbers in addition to serial nusbenotices of redemption as a convenience taéfst provided that any such notice
may state that no representation is made as tootliectness of such numbers either as printed®®&turities or as contained in any notice
of a redemption and that reliance may be placeg @mlthe other identification numbers printed oa 8ecurities, and any such redemption
shall not be affected by any defect in or omissibauch numbers. The Company will promptly notlig fTrustee of any change in the CUSIP
numbers.
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ARTICLE IV
SATISFACTION AND DISCHARGE
SECTION 4.1 Satisfaction and Discharge of Indenture

This Indenture shall upon Company Request cealse tf further effect (except as to (i) rights afistration of transfer and exchange, rigt
conversion and the Company's right of optional megkgon, (i) substitution of apparently mutilatetbstroyed, lost or stolen Securities, (iii)
rights of Holders to receive payment of principgaod premium, if any, and interest (including,vaitit limitation, interest on overdue
interest) on the Securities,

(iv) rights, obligations and immunities of the Tiers under this Indenture, (v) rights of the Holdesdeneficiaries of this Indenture with
respect to any property deposited with the Truptgable to all or any of them) and the Trustee nueeipt of a Company Order, and at the
expense of the Company, shall execute proper m&nts acknowledging satisfaction and dischargaisflhdenture when,

(1) either

(A) all Securities of theretofore authenticated detivered (other than (i) Securities which haverbdestroyed, lost or stolen and which have
been replaced or paid as provided in Section 3@ Securities for whose payment money hasatodéore been deposited in trust or
segregated and held in trust by the Company anddfter repaid to the Company or discharged froom $tust, as provided in Section 10.3)
have been delivered to the Trustee for cancellation

(B) all Securities not theretofore delivered to Trastee for cancellation
(i) have become due and payable, or
(i) will become due and payable at their Stateduvity within one year, or

(iii) if redeemable at the option of the Compamng t be called for redemption within one year urateangements satisfactory to the Trustee
for the giving of notice of redemption by the Tresstin the name, and at the expense of the Company,

and the Company, in the case of (i), (ii) or @Hove, has irrevocably deposited or caused to pesited with the Trustee as trust funds
(immediately available to the Holders in the cakelause (a)) in trust for the purpose an amourmiish sufficient to pay and discharge the
entire indebtedness on such Securities not themetafelivered to the Trustee for cancellation,gioncipal (and premium, if any) and interest
(including, without limitation, interest on overdirgerest) to the date of such deposit (in the cdecurities which have become due and
payable) or to the Stated Maturity or RedemptioteDas the case may be;
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(2) the Company has paid or caused to be paidtarsums payable hereunder by the Company, imdudviithout limitation, the payment
all fees and expenses of the Trustee, its agedts@amsel; and

(3) the Company has delivered to the Trustee ait@# Certificate and an Opinion of Counsel, estelting that all conditions precedent
herein provided for relating to the satisfactionl aischarge of this Indenture have been compliel;\aind

(4) the Trustee shall have received such otherrdeats and assurances as the Trustee shall havnadhsrequested.

Notwithstanding the satisfaction and dischargensf Indenture, the obligations of the Company ®Thustee and any predecessor Tru
under

Section 6.6, the obligations of the Company to Anthenticating Agent under

Section 6.11 and, if money shall have been dembsitth and held by the Trustee pursuant to subeléB3 of clause (1) of this Section, the
obligations of the Trustee under Section 4.2 aeddkt paragraph of Section 10.3 shall survive satisfaction and discharge.

SECTION 4.2 Application of Trust Funds.

Subject to the provisions of the last paragrap8extion 10.3, all money deposited with the Trugigesuant to Section 4.1 shall be held in
trust and applied by it, in accordance with thevmions of the Securities and this Indenture, ®ghyment, either directly or through any
Paying Agent (including the Company acting as & ¢aying Agent) as the Trustee may determinéhgd?ersons entitled thereto, of the
principal (and premium, if any), and any interestWhose payment such money has deposited witboaived by the Trustee, but such
money need not be segregated from other funds ei@dpe extent required by law.

ARTICLE V
REMEDIES
SECTION 5.1 Events of Default.

"Event of Default,” wherever used herein, meansareg of the following events (whatever the reagwrstich Event of Default and whether
or not it shall be voluntary or involuntary or bifeeted by operation of law or pursuant to any juegt, decree or order of any court or any
order, rule or regulation of any administrativegovernmental body):

(1) default in the payment of any interest on aagi8ity when such interest becomes due and payatdecontinuance of such default for a
period of 30 days, whether or not such paymentadhipited by the subordination provisions contaiiredrticle Xl hereof; or
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(2) default in the payment of the principal of fsemium, if any, on) any Security when it becomes dnd payable at its Maturity, whethe
not such payment is prohibited by the subordinagpimvisions contained in Article XllI hereof; or

(3) default in the performance, or breach, of amyenant or warranty of the Company in this Indemil@ther than a covenant or warranty a
default in whose performance or whose breach eadisre in this Section specifically dealt with)darontinuance of such default or breach
for a period of 60 days after there has been gibgmegistered or certified mail to the Companythuy Trustee or to the Company, and the
Trustee by the Holders of at least 25% in princgrabunt of the Outstanding Securities a writtenceaspecifying such default or breach and
requiring it to be remedied and stating that sumfice is a "Notice of Default" hereunder; or

(4) (a) a default under any evidence of Debt ofGoenpany or RF Power under any mortgage, indenagreement or other instrument of the
Company or RF Power under which there may be issuégt which there may be secured any Debt of the@any or by any Subsidiary,
whether such Debt now exists or shall hereaftarbated, which default shall constitute a failar@ay an aggregate amount of principal,
premium or interest exceeding $10,000,000 whenashdepayable after the expiration of any applicaéee period with respect thereto and
(b) any event of default as defined in any mortgaugenture, agreement or other instrument of tom@any or RF Power evidencing Debt in
an aggregate amount of principal, premium or irsieegceeding $10,000,000 becoming or being decldwecand payable before the date on
which it would otherwise have become due and pa&yatithout such Debt having been discharged, dn sgceleration having been annull
within 30 days after there has been given, by tegid or certified mail to the Company, by the Teesor to the Company and the Trustee by
the Holders of at least 25% in principal amounthef Outstanding Securities, a written notice spéuif such default or breach and requirin

to be remedied and stating that such notice isait¢s of Default" hereunder; or

(5) the entry by a court having jurisdiction in themises of (a) a decree or order for relief Bpext of the Company or RF Power in an
involuntary case or proceeding under any appliceblgeral or State bankruptcy, insolvency, reorgaitim or other similar law or (b) a dec
or order adjudging the Company or RF Power a banlauinsolvent, or approving as properly filededifion seeking reorganization,
arrangement, adjustment or composition of or ipeesof the Company or RF Power under any appkckbberal or State law, or appointing
a custodian, receiver, liquidator, assignee, teysequestrator or other similar official of then@any or RF Power or of any substantial part
of the property of either, or ordering the winding or liquidation of its affairs, and the contingarof any such decree or order for relief or
any such other decree or order unstayed and intdéfea period of 60 consecutive days; or

(6) the commencement by the Company or RF Powanaiuntary case or proceeding under any applidadteeral or State bankruptcy,
insolvency, reorganization or other similar lanobany other case or proceeding to be adjudicatehltrupt or insolvent, or the consent by
either to the entry of a decree or order for réhefespect of the Company or RF Power in an inntaElty case or proceeding under any
applicable Federal or State bankruptcy,
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insolvency, reorganization or other similar lant@the commencement of any bankruptcy or insolverase or proceeding against either, or
the filing by either of a petition or answer or sent seeking reorganization or similar relief uraiey applicable Federal or State law, or the
consent by either to the filing of such petitiont@ithe appointment of or taking possession bystotlian, receiver, liquidator, assignee,
trustee, sequestrator or other similar officiatref Company or RF Power or of any substantial gfatie property of either, or the making by
either of an assignment for the benefit of creditor the admission by either in writing of itslildy to pay its debts generally as they
become due, or the taking of corporate action byGbhmpany or RF Power in furtherance of any sutibrgcor

(7) failure by the Company to give a Company Notitaccordance within Article XIl hereof, whetharret such notice is prohibited by the
subordination provisions contained in Article Xhi¢reof.

SECTION 5.2 Acceleration of Maturity; Rescissiordamnulment.

If an Event of Default (other than an Event of Rdfapecified in Sections 5.1(5) or 5.1(6)) occamsl is continuing, then and in every such
case the Trustee or the Holders of not less thé&h iBSrincipal amount of the Outstanding Securitresy declare the principal and premium
(if any) of all the Securities to be due and pagalimediately, by a notice in writing to the Compagand to the Trustee if given by the
Holders), and upon any such declaration such gratend premium (if any) or specified portion therehall become immediately due and
payable. If an Event of Default specified in Senti®.1(5) or 5.1(6) occurs, the principal of, anghpium, if any, and accrued interest on all
Securities shall, subject to the provisions of @etiXlll or the subordination provisions of any plgmental indenture, ipso facto become
immediately due and payable without any declaradioather Act of the Holders or any act on the pthe Trustee.

At any time after such a declaration of acceleratias been made and before a judgment or decrpayarent of the money due has been
obtained by the Trustee as hereinafter in thischertprovided, the Holders of a majority in prindipmount of the Outstanding Securities, by
written notice to the Company and the Trustee, neagind and annul such declaration and its consegsdf:

(1) the Company has paid or deposited with thet€ria sum sufficient to pay:
(a) all overdue interest on all Outstanding Semgiit

(b) the principal of (and premium, if any, on) aDytstanding Securities which have become due otkertlvan by such declaration of
acceleration and interest thereon at the ratetes taorne by or provided for in such Securities,

(c) to the extent that payment of such interekwdul, interest upon overdue interest at the caiteates borne by or provided for in such
Securities, and
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(d) all sums paid or advanced by the Trustee heiEuand the reasonable compensation, expensesrstsients and advances of the Tru:
its agents and counsel;

(2) all Events of Default, other than the nonpayhwdrthe principal of (or premium, if any, on) artérest on Securities which have become
due solely by such declaration of accelerationghzaen cured or waived as provided in Section 248;

(3) such rescission and annulment would not canflith any judgment or decree issued in appropjiadecial proceedings regarding the
payment by the Trustee to the Holders of the ansoteferred to in Section 5.2(1).

No such rescission and annulment shall affect abgesquent default or Event of Default or impair &git consequent therec
SECTION 5.3 Collection of Indebtedness and Suit€Efuforcement by Trustee.
The Company covenants that if:

(1) default is made in the payment of any instatibr interest on any Security when such interesbmes due and payable and such default
continues for a period of 30 days, or

(2) default is made in the payment of the princigfglor premium, if any, on) any Security at its tMid@ty, then the Company will, upon
demand of the Trustee, pay to the Trustee, fob#mefit of the Holders of such Securities, the whaohount then due and payable on such
Securities for principal (and premium, if any) antkrest, with interest upon any overdue princ{ald premium, if any) and, to the extent
that payment of such interest shall be legally exeable, upon any overdue installments of integdste rate or rates borne by or providec
in such Securities, and, in addition thereto, ducther amount as shall be sufficient to coverdbsts and expenses of collection, including
the reasonable compensation, expenses, disbursearehtdvances of the Trustee, its agents and &louns

If the Company fails to pay such amounts forthwigion such demand, the Trustee, in its own nameanidistee of an express trust, may

institute a judicial proceeding for the collectiohthe sums so due and unpaid, and may prosecciepsaceeding to judgment or final dect

and may enforce the same against the Company yasthar obligor upon such Securities and colleetrtfoneys adjudged or decreed to be
payable in the manner provided by law out of thepprty of the Company or any other obligor uporhsBecurities, wherever situated.

If an Event of Default occurs and is continuingg frrustee may in its discretion proceed to pradect enforce its rights and the rights of the
Holders of Securities by such appropriate judipi@ceedings as the Trustee shall deem most eftdotpaotect and enforce any such rights,
whether for the specific enforcement of any coveémarmgreement in this Indenture or in aid of tkereise of any power granted herein, or to
enforce any other proper remedy.

SECTION 5.4 Trustee May File Proofs of Claim.
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In case of the pendency of any receivership, iresaly, liquidation, bankruptcy, reorganization, agament, adjustment, composition or o
judicial proceeding relative to the Company or atfyer obligor upon the Securities or the propeftthe Company or of such other obligor
their creditors, the Trustee (irrespective of wieettme principal of the Securities shall then be dod payable as therein expressed or by
declaration or otherwise and irrespective of whethe Trustee shall have made any demand on theo@wmyrfor the payment of overdue
principal or premium, if any, or interest) shall &titled and empowered, by intervention in suaitpeding or otherwise:

(i) to file and prove a claim for the whole amoumtsuch lesser amount as may be provided fordrSecurities, of principal (and premium, if
any) and interest owing and unpaid in respect ®f3acurities and take such other actions andaatith other papers or documents as mi
necessary or advisable in order to have the clairttse Trustee (including any claim for the reasdea@ompensation, expenses,
disbursements and advances of the Trustee, ittsaged counsel) and of the Holders allowed in guditial proceeding, and

(ii) to collect and receive any moneys or othempenty payable or deliverable on any such claimstardistribute the same; and any
custodian, receiver, assignee, trustee, liquidatmuestrator or other similar official in any sijeticial proceeding is hereby authorized by
each Holder of Securities to make such paymenrttsetdrustee and, in the event that the Trusted sbiasent to the making of such payments
directly to the Holders, to pay to the Trustee amount due to it for the reasonable compensatikpgreses, disbursements and advances of
the Trustee and any predecessor Trustee, theitsaged counsel, and any other amounts due the€Erastany predecessor Trustee under
Section 6.6.

Nothing herein contained shall be deemed to authdhie Trustee to authorize or consent to or acmegdopt on behalf of any Holder o
Security any plan of reorganization, arrangemetjtysament or composition affecting the Securitieghe rights of any Holder thereof, or to
authorize the Trustee to vote in respect of thierct#f any Holder of a Security in any such procegdprovided, however, that the Trustee
may, on behalf of such Holders, vote for the etettf a trustee in bankruptcy or similar procedures

SECTION 5.5 Trustee May Enforce Claims Without fss®n of Securities.

All rights of action and claims under this Indemtar any of the Securities may be prosecuted afmtcau by the Trustee without the
possession of any of the Securities or the prodndtiereof in any proceeding relating thereto, amg such proceeding instituted by the
Trustee shall be brought in its own name as trusiem express trust, and any recovery of judgrakali, after provision for the payment of
the reasonable compensation, expenses, disbursearehadvances of the Trustee, its agents and eloams any other amounts due the
Trustee under Section 6.6, be for the ratable litevfethe Holders of the Securities in respect tfah such judgment has been recovered.
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SECTION 5.6 Application of Money Collected.

Any money collected by the Trustee pursuant toAlniicle shall be applied in the following ordet,the date or dates fixed by the Trustee
and, in case of the distribution of such money aroant of principal (or premium, if any) or intetespon presentation of the Securities, and
the notation thereon of the payment if only paltiabid and upon surrender thereof if fully paid:

FIRST: To the payment of all amounts due the Trusteder Section 6.6;

SECOND: To the payment of the amounts then dueuapdid upon the Securities for principal (and premiif any) and interest payable, in
respect of which or for the benefit of which sucbnay has been collected, ratably, without prefezemriority of any kind, according to t
aggregate amounts due and payable on such Sesdwitiprincipal (and premium, if any) and interesgpectively; and

THIRD: To the payment of the remainder, if anytie Company or any other Person or Persons entiitedto.
SECTION 5.7 Limitation on Suits.

No Holder of any Security shall have any rightrietitute any proceeding, judicial or otherwise hwiéspect to this Indenture, or for 1
appointment of a receiver or trustee, or for amepotemedy hereunder, unless:

(1) such Holder has previously given written notic¢he Trustee of a continuing Event of Default;

(2) the Holders of not less than 25% in principabant of the Outstanding Securities shall have nvattéen request to the Trustee to
institute proceedings in respect of such Eventefalt in its own name as Trustee hereunder;

(3) such Holder or Holders have offered and, iuesied, provided to the Trustee indemnity reasgnsdiisfactory to the Trustee against the
costs, expenses and liabilities to be incurrecbimmiance with such request;

(4) the Trustee for 60 days after its receipt afhsnotice, request and offer and, if requestedptbeision of indemnity, has failed to institute
any such proceeding; and

(5) no direction inconsistent with such writtenuwegt has been given to the Trustee during suchag(eriod by the Holders of a majority in
principal amount of the Outstanding Securities;

it being understood and intended that no one oembsuch Holders shall have any right in any mameatever by virtue of, or by availing
of, any provision of this Indenture to affect, didt or prejudice the rights of any other of sucHddos, or to obtain or to seek to obtain pric
or
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preference over any other of such Holders or toreefany right under this Indenture, except inrtfaner herein provided and for the equal
and ratable benefit of all such Holders.

SECTION 5.8 Unconditional Right of Holders to ReeePrincipal (Premium, if any) and Interest.

Notwithstanding any other provision in this Indeetuthe Holder of any Security shall have the righich is absolute and unconditional
receive payment of the principal of (and premiuinaniy) and (subject to Sections 3.5 and 3.7) isteza such Security or payment on the
respective Stated Maturity expressed in such Sgduani, in the case of redemption or repurchaseherRedemption Date or Repurchase
Date, as may be the case) and to institute suthfoenforcement of any such payment, and suclsraitall not be impaired without the
consent of such Holder.

SECTION 5.9 Restoration of Rights and Remedies.

If the Trustee or any Holder of a Security hasiinttd any proceeding to enforce any right or reynander this Indenture and such
proceeding has been discontinued or abandonechyoreason, or has been determined adversely tortletee or to such Holder, then and in
every such case, the Company, the Trustee anddluetd of Securities shall, subject to any deteatim in such proceeding, be restored
severally and respectively to their former posisitrereunder and thereafter all rights and remedid®e Trustee and the Holders shall
continue as though no such proceeding had beatutest

SECTION 5.10 Rights and Remedies Cumulative.

Except as otherwise provided with respect to tipbaement or payment of mutilated, destroyed,dostolen Securities in the last paragraph
of

Section 3.6, no right or remedy herein conferredrupr reserved to the Trustee or to the HoldeSeaafurities is intended to be exclusive of
any other right or remedy, and every right and mdyrshall, to the extent permitted by law, be curivéaand in addition to every other right
and remedy given hereunder or now or hereaftetiegigt law or in equity or otherwise. The assertio employment of any right or remedy
hereunder, or otherwise, shall not prevent the eorat assertion or employment of any other appatgright or remedy.

SECTION 5.11 Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holafeany Security to exercise any right or remedgraing upon any Event of Default sh
impair any such right or remedy or constitute awsaof any such Event of Default or an acquiescéneeein. Every right and remedy given
by this Article or by law to the Trustee or to tHelders may be exercised from time to time, andf@ as may be deemed expedient, by the
Trustee or by the Holders of Securities, as the camy be.
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SECTION 5.12 Control by Holders of Securities.

The Holders of not less than a majority in printigaount of the Outstanding Securities shall h&eeright to direct the time, method and
place of conducting any proceeding for any remedylable to the Trustee or exercising any trugt@wer conferred on the Trustee, provided
that

(1) such direction shall not be in conflict withyamile of law or with this Indenture,
(2) the Trustee may take any other action deemejlepiby the Trustee which is not inconsistent \sithh direction, and

(3) the Trustee need not take any action which miglolve it in personal liability or be unduly goelicial to the Holders of Securities not
joining therein.

In the event that the Trustee takes any actiooltovis any direction pursuant to this Indenture, Thustee shall be entitled to indemnity
reasonably satisfactory to it against any lossxpease caused by taking such action or followinghgdirection.

SECTION 5.13 Waiver of Past Defaults.

The Holders of not less than a majority in aggregaincipal amount of the Outstanding Securitiey mrabehalf of the Holders of all the
Securities waive any past default hereunder antbitsequences, except a default:

(1) in the payment of the principal of (or premiufrany) or interest on any Security, or

(2) in respect of a covenant or provision hereofcWhunder Article 1X cannot be modified or amendeathout the consent of the Holder of
each Outstanding Security.

The Company shall deliver to the Trustee an Of§ic€ertificate stating that the requisite perceataigHolders have consented to such waiver
and attaching copies of such consents. Upon artywaiver, such default shall cease to exist, arydearent of Default arising therefrom sh

be deemed to have been cured, for every purpaésdhdenture; but no such waiver shall extendrtp subsequent or other default or Event
of Default or impair any right consequent thereon.

SECTION 5.14 Waiver of Usury, Stay or Extension kaw

The Company covenants (to the extent that it maguldy do so) that it will not at any time insispan, or plead, or in any manner whatsoever
claim or take the benefit or advantage of, any ysstay or extension law wherever enacted, now ang time hereafter in force, which may
affect the covenants or the performance of thigmtdre; and the Company (to the extent that it laafully do so) hereby expressly waives
all benefit or advantage of any such law, and caménthat it will not hinder, delay or impede theeution of any power herein granted to
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the Trustee, but will suffer and permit the exemutdf every such power as though no such law had baacted.
SECTION 5.15 Undertaking for Costs.

All parties to this Indenture agree, and each Hotdany Security by such Holder's acceptance tiesieall be deemed to have agreed, that
any court may in its discretion require, in anyt $oii the enforcement of any right or remedy uritiés Indenture, or in any suit against the
Trustee for any action taken or omitted by it agstee, the filing by any party litigant in suchtsafiany undertaking to pay the costs of such
suit, and that such court may in its discretioreasgeasonable costs, including reasonable at&rfe®s and expenses, against any party
litigant in such suit having due regard to the mseaind good faith of the claims or defenses madwubi party litigant; but the provisions of
this Section shall not apply to any suit institubgdthe Trustee, to any suit instituted by any tolar group of Holders, holding in the
aggregate more than 10% in principal amount ofQbestanding Securities, or to any suit institutgdaby Holder for the enforcement of the
payment of the principal of (or premium, if any)ioterest on any Security on or after the respeclitated Maturity expressed in such
Security (or, in the case of redemption or repusehan or after the Redemption Date or Repurchase, Bs may be the case).

SECTION 5.16 Notice of Default or Event of Default.

The Company shall deliver to the Trustee, as ssguoasible and in any event within 10 days aftesféiner of the Company becomes aware
of the occurrence of any Event of Default or angréwvhich, with notice or the lapse of time or hattould constitute an Event of Default, an
Officers' Certificate setting forth the detailssafch Event of Default or default and the actionaliithe Company proposes to take with res
thereto.

ARTICLE VI
THE TRUSTEE
SECTION 6.1 Notice of Defaults.

Within 90 days after the occurrence of any defaateunder, the Trustee shall transmit in the maanérto the extent provided in Trust
Indenture Act Section 313(c) and Section 1.6 hemsatice of such default hereunder actually knowa Responsible Officer of the Trustee,
unless such default shall have been cured or wapredided, however, that, except in the caseadfault in the payment of the principal of
(or premium, if any) or interest on any Securihg Trustee shall be protected in withholding suatice if and so long as Responsible
Officers of the Trustee in good faith determine tha withholding of such naotice is in the intesesf the Holders of the Securities; and
provided further that in the case of any defaulbbi@ach of the character specified in Section %, 1@ such notice to Holders shall be given
until at least 60 days after the occurrence thefemf the purpose of this Section, the term "défankans any event which is, or after notice
or lapse of time or both would become, an Everidefault.
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SECTION 6.2 Certain Duties and Responsibilities.

(a) If an Event of Default has occurred and is twrihg, the Trustee will exercise such of the rigabhd powers vested in it by this Indenture,
and use the same degree of care and skill in stefgise, as a prudent man would exercise or useruhd circumstances in the conduct o
own affairs.

(b) Except during the continuance of an Event ofaDk:

(i) the Trustee need perform only those duties @hatspecifically set forth in this Indenture amdathers, and no implied covenants or
obligations will be read into this Indenture agaithe Trustee; and

(i) in the absence of bad faith on its part, thhastee may conclusively rely, as to the truth ef $katements and the correctness of the opi
expressed therein, upon certificates or opinionsished to the Trustee and conforming to the remuénts of this Indenture; but in the cas
any such certificates or opinions which are speaiffy required to be furnished to the Trustee by @fithe provisions hereof, the Trustee will
examine the certificates and opinions to determihether or not, on their face, they appear to aonf the requirements of this Indenture.

(c) No provision of this Indenture shall be conettuo relieve the Trustee from liability for its nwross negligent action, its own gross
negligent failure to act, or its own willful miscduct, except that:

(i) this paragraph (c) does not limit the effecpafagraph
(b) of this Section 6.2;

(i) the Trustee will not be liable for any errdrjupdgment made in good faith by a Responsibled@ffiunless it is proved that the Trustee
grossly negligent in ascertaining the pertinentsfac

(iii) the Trustee will not be liable with respectdny action it takes or omits to take in goodhfait accordance with the direction received t
pursuant to Section 6.2 of the Holders of a majantprincipal amount of the Outstanding Securitiglating to the time, method and place of
conducting any proceeding for any remedy availtdbkle Trustee, or when exercising any other wogiower conferred upon the Trustee
under this Indenture; and

(iv) no provision of this Indenture shall requitetTrustee to expend or risk its own funds or atfig® incur any financial liability in the
performance of any or its duties hereunder or énetkercise of any of its rights or powers hereuifdehas reasonable grounds for believing
that repayment of such funds or adequate indenagigynst such risk or liability is not reasonablgwasd to it.

47



(d) Whether or not herein expressly so provide@ygprovision of this Indenture that in any wayatek to the Trustee is subject to clause
(i), (iii) and (iv) of paragraph (c) of this Seati 6.2.
SECTION 6.3 Not Responsible for Recitals or IsseamicSecurities.

The recitals contained herein and in the Secuyitirsept the Trustee's certificate of authenticatshall be taken as the statements of the
Company and neither the Trustee nor any Autheimigatgent assumes any responsibility for their eotmess. The Trustee makes no
representations as to the validity or sufficien€yhis Indenture or of the Securities, except thatTrustee represents that it is duly authorized
to execute and deliver this Indenture, authentitt&eSecurities and perform its obligations hereunNeither the Trustee nor any
Authenticating Agent shall be accountable for tee ar application by the Company of Securitiehergroceeds thereof.

SECTION 6.4 May Hold Securities.

The Trustee, any Paying Agent, Conversion AgentuBty Registrar, Authenticating Agent or any othgent of the Company, in its
individual or any other capacity, may become th@emor pledgee of Securities and, subject to Sestfo12 and 6.13, may otherwise deal
with the Company with the same rights it would hdvewere not the Trustee, Paying Agent, Convanshgent, Security Registrar,
Authenticating Agent or such other agent.

SECTION 6.5 Money Held in Trust.

Money held by the Trustee in trust hereunder neddb@ segregated from other funds except to thenéxéquired by law. The Trustee shall
be under no liability for interest on any moneyaiged by it hereunder except as otherwise agretdtive Company in writing.

SECTION 6.6 Compensation and Reimbursement.
The Company agrees:

(1) to pay to the Trustee from time to time reabbm@ompensation for all services rendered byretmeder as agreed with the Company in
writing (which compensation shall not be limiteddryy provision of law in regard to the compensatba trustee of an express trust);

(2) except as otherwise expressly provided heteirgimburse each of the Trustee and any predec€&ssstee upon its request for all
reasonable expenses, disbursements and advanaggdor made by the Trustee in accordance withpaoyision of this Indenture

(including the reasonable compensation and theresgzeand disbursements of its agents and couasedpt any such expense, disbursement
or advance as may be attributable to its negligemdmad faith; and
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(3) to indemnify each of the Trustee and any predsar Trustee and their agents for, and to hdidrinless against, any loss, liability, claim,
damage or expense (including reasonable attorfessand expenses) incurred without negligenceadrféith on its own part, arising out of
or in connection with the acceptance or administnadf the trust or trusts hereunder, including ¢bsts and expenses of enforcing this
Indenture (including this

Section 6.6), defending itself against any clairhdther asserted by a Holder, the Company or otkejwair liability in connection with the
exercise or performance of any of its powers oredutereunder.

When the Trustee incurs expenses or renders seiviaonnection with an Event of Default specifieection 5.1(5) or Section 5.1(6), the
expenses (including the reasonable charges anachsepef its counsel) and the compensation forehdces are intended to constitute
expenses of administration under any applicablefaar State bankruptcy, insolvency or other simlihw.

As security for the performance of the obligatiofishe Company under this Section, the Trusted bhak a lien prior to the Securities upon
all property and funds held or collected by thestee as such, except funds held in trust for tiyenpat of principal of (or premium, if any)
interest on particular Securities. The Trusteglstrio receive payment of any amounts due undsr3action 6.6 shall not be subordinate to
any other liability or Debt of the Company (eveonubh the Securities may be so subordinated).

The provisions of this Section shall survive thanti@ation of this Indenture, the resignation antiogal of any Trustee, the discharge of the
Company's obligations hereunder and any rejectigarmination under any applicable Federal or Statekruptcy, insolvency or other
similar laws.

SECTION 6.7 Corporate Trustee Required; Eligibility

There shall at all times be a Trustee hereundeciwsgtiall be eligible to act as Trustee under thestlindenture Act and shall have (or, in the
case of a subsidiary of a bank holding companyatporate parent shall have) a combined capitlsamnplus of at least $50,000,000, subject
to supervision or examination by Federal or Stataaity and in good standing under the laws ofliinited States or of any State or the
District of Columbia. If such corporation publisheports of condition at least annually, pursuariatv or the requirements of Federal, State,
Territorial or District of Columbia supervising ekamining authority, then for the purposes of 8ggtion, the combined capital and surplus
of such corporation shall be deemed to be its cnatbtapital and surplus as set forth in its mastnereport of condition so published.
Except as otherwise provided in Section 6.13, #rat time the Trustee shall cease to be eligibkcoordance with the provisions of this
Section, it shall resign immediately in the manared with the effect hereinafter specified in thigidle. The Trustee or an Affiliate of the
Trustee shall maintain an established place ofassiin the Borough of Manhattan, the City of NeavkY
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SECTION 6.8 Resignation and Removal; Appointmersaécessor.

(a) No resignation or removal of the Trustee an@moointment of a successor Trustee pursuantgdittiicle shall become effective until the
acceptance of appointment by the successor Trirstaordance with the applicable requirementseatiSn 6.9.

(b) The Trustee may resign at any time by givingtem notice thereof to the Company. If an instratnaf acceptance by a successor Trustee
shall not have been delivered to the Trustee wiBBidays after the giving of such notice of resigma the resigning Trustee may petition
court of competent jurisdiction for the appointmeht successor Trustee.

(c) The Trustee may be removed at any time by Att@Holders of a majority in principal amounttbé Outstanding Securities delivered to
the Trustee and the Company. If an instrument cépiance by a successor Trustee shall not havededigared to the Trustee within 30 d:
after the giving of such notice of removal, the §tae who is being removed may petition any coudoofipetent jurisdiction for the
appointment of a successor Trustee.

(d) If at any time:

(1) the Trustee shall fail to comply with the prgiens of
Section 6.13 after written request therefor byGloenpany or by any Holder of a Security who has teebona fide Holder of a Security for at
least six months, or

(2) the Trustee shall cease to be eligible undeti®@e6.7 and shall fail to resign after writtemuest therefor by the Company or by any
Holder of a Security who has been a bona fide Hadfl@a Security for at least six months, or

(3) the Trustee shall become incapable of actimhall be adjudged a bankrupt or insolvent or aiwet of the Trustee or of its property shall
be appointed or any public officer shall take cleang control of the Trustee or of its property fia@s for the purpose of rehabilitation,
conservation or liquidation,

then, in any such case, (i) the Company by or @unsto a Board Resolution may remove the Trustdeappoint a successor Trustee, or (ii)
subject to Section 5.15, any Holder of a Securityp\was been a bona fide Holder of a Security féeadt six months may, on behalf of such
Holder and all others similarly situated, petitemy court of competent jurisdiction for the remoofthe Trustee and the appointment of a
successor Trustee.

(e) If the Trustee shall resign, be removed or becmcapable of acting, or if a vacancy shall odauhe office of Trustee for any cause, the
Company, by or pursuant to a Board Resolution| glnaimptly appoint a successor Trustee. If, withire year after such resignation, removal
or incapacity, or the occurrence of such vacansyc@essor Trustee shall be appointed by Act oHiblders of a majority in principal amot

of the Outstanding Securities delivered to the Camypand the retiring Trustee, the successor Trisstegpointed shall, forthwith upon its
acceptance or such appointment, become the sucdasstee and to that extent supersede the sugccBassiee appointed by the Compan
no successor Trustee shall have been so appointihe Company or the Holders of Securities and jateck
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appointment in the manner hereinafter provided,olgler of a Security who has been a bona fide elotd a Security for at least six months
may, on behalf of such Holder and all others sirfyilaituated, petition any court of competent jditsion for the appointment of a successor
Trustee.

(f) So long as no Event of Default or event whighdr after notice or lapse of time, or both, ccaddome, an Event of Default shall have
occurred and be continuing, and except with resjpegtTrustee appointed by or at the request ofilders of Securities pursuant to
subsection (e) of this Section, if the Company/Idieale delivered to the Trustee (i) a Board Resmtuappointing a successor Trustee,
effective as of a date specified therein, and

(i) an instrument accepting such appointment,atiife as of such date, by such successor Trusteeciordance with Section 6.9, the Trustee
shall be deemed to have resigned as contemplatdBsection (b) of this Section, the successort@éeushall be deemed to have been
appointed by the Company pursuant to subsectioof (s Section and such appointment shall be @eletm have been accepted as
contemplated in Section 6.9, all as of the dateifipd in such Board Resolution, and all other psmns of this Section and Section 6.9 shall
be applicable to such resignation, appointmentamogptance except to the extent inconsistent Wishsubsection (f).

(g) The Company shall give notice of each resigmaéind each removal of the Trustee and each appeitof a successor Trustee in the
manner provided for notices to the Holders of Séesrin Section 1.6. Each notice shall includeribene of the successor Trustee and the
address of its Corporate Trust Office.

SECTION 6.9 Acceptance of Appointment by Successor.

(@) In case of the appointment hereunder of a ssocd rustee, every such successor Trustee slealliex acknowledge and deliver to the
Company and the retiring Trustee an instrumentg@togg such appointment, and thereupon the resigmati removal of the retiring Trustee
shall become effective and such successor Trusitteyut any further act, deed or conveyance, dfedbme vested with all the rights,
powers, trusts and duties of the retiring Trushkes;, on request of the Company or the successatdeusuch retiring Trustee shall, upon
payment of all sums then owing to the Trustee mmsto Section 6.6, execute and deliver an instnirimansferring to such successor Tru:
all the rights, powers and trusts of the retirirrgskee, and shall duly assign, transfer and detiveuch successor Trustee all property and
money held by such retiring Trustee hereunder extiljevertheless to its claim, if any, providedifoSection 6.6.

(b) Upon request of any such successor Truste&€;dihgpany shall execute any and all instrumentsnfore fully and certainly vesting in and
confirming to such successor Trustee all such sighdwers and trusts referred to in paragraphf(dgi® Section.

(c) No successor Trustee shall accept its appomttomdess at the time of such acceptance such ssmcé&rustee shall be qualified and
eligible under this Article.
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SECTION 6.10 Merger, Conversion, Consolidation occssion to Business.

Any corporation into which the Trustee may be mdrgeconverted or with which it may be consolida@dany corporation resulting from
any merger, conversion or consolidation to whiaghThustee shall be a party, or any corporationeting to all or substantially all of the
corporate trust business of the Trustee (inclutliegadministration of the trust created by thiseimdre), shall be the successor of the Trustee
hereunder, provided such corporation shall be wtiserqualified and eligible under this Article, idut the execution or filing of any paper
any further act on the part of any of the partieeto. In case any Securities shall have been atithged, but not delivered, by the Trustee
then in office, any successor by merger, conversiczonsolidation to such authenticating Trusteg adopt such authentication and deliver
the Securities so authenticated with the sametedfed such successor Trustee had itself authaeticsuch Securities. In case any Securities
shall not have been authenticated by such predacéssstee, any such successor Trustee may authentnd deliver such Securities, in
either its own name or that of its predecessort€mysvith the full force and effect which this Imdiere provides for the certificate of
authentication of the Trustee.

SECTION 6.11 Appointment of Authenticating Agent.

The Trustee may appoint an Authenticating AgerAgents reasonably acceptable to the Company wihe to the Securities which shall
be authorized to act on behalf of the Trustee themticate Securities issued upon exchange, ragigatrof transfer or partial redemption or,
repurchase thereof, and Securities so authentishttibe entitled to the benefits of this Indeatand shall be valid and obligatory for all
purposes as if authenticated by the Trustee heezuAdy such appointment shall be evidenced byamiment in writing signed by a
Responsible Officer of the Trustee, a copy of whidtrument shall be promptly furnished to the Camp Wherever reference is made in
this Indenture to the authentication and deliver@ecurities by the Trustee or the Trustee's ¢eatéé of authentication, such reference shall
be deemed to include authentication and deliverpairalf of the Trustee by an Authenticating Agemt a certificate of authentication
executed on behalf of the Trustee by an Authentiggigent. Each Authenticating Agent shall be atable to the Company and shall at all
times be a bank or trust company or corporatiommized and doing business and in good standingruhdéaws of the United States or of
any State or the District of Columbia, authorizedler such laws to act as Authenticating Agent, igyor, in the case of a subsidiary of a
bank holding company, its corporate parent shalelha combined capital and surplus of at least@®E)P00 and subject to supervision or
examination by Federal or State authority. If sAclthenticating Agent publishes reports of conditadreast annually, pursuant to law or the
requirements of Federal, State, Territorial or isof Columbia supervising or examining autharityen for the purposes of this Section, the
combined capital and surplus of such Authenticafiggnt shall be deemed to be its combined capitdisairplus as set forth in its most re«
report of condition so published. If at any timeAuthenticating Agent shall cease to be eligibladcordance with the provisions of this
Section, such Authenticating Agent shall resign ediately in the manner and with the effect spedifiethis Section.

Any corporation into which an Authenticating Agenay be merged or converted or with which it maybesolidated, or any corporation
resulting from any merger, conversion or
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consolidation to which such Authenticating Agenalsbe a party, or any corporation succeeding ftorasubstantially all of the corporate
agency or corporate trust business of an Authdamig#gent, shall continue to be an Authenticathgent (including the authenticating
agency contemplated by this Indenture), providedh swrporation shall be otherwise eligible undés Section, without the execution or
filing of any paper or further act on the partlo¢ fTrustee or the Authenticating Agent.

An Authenticating Agent may at any time resign byirgg written notice of resignation to the Trusts®l to the Company. The Trustee ma
any time terminate the agency of an Authenticafiggnt by giving written notice of termination tockuAuthenticating Agent and the
Company. Upon receiving such a notice of resigmadioupon such a termination, or in case at ang 8och Authenticating Agent shall cease
to be eligible in accordance with the provisionshi$ Section, the Trustee may appoint a successitrenticating Agent which shall be
reasonably acceptable to the Company and shallngitiee of such appointment to all Holders of Séi@s in the manner set forth in

Section 1.6. Any successor Authenticating Agentnuacceptance of its appointment hereunder shatirbeosested with all the rights, powers
and duties of its predecessor hereunder, withdfkect as if originally named as an Authenticatikgent herein. No successor Authenticating
Agent shall be appointed unless eligible undepttoisions of this Section.

The Company agrees to pay to each AuthenticatirgnAfjom time to time reasonable compensation oty reimbursement of its
reasonable expenses for its services under thiso8ec

If an appointment is made pursuant to this Sectlom Securities may have endorsed thereon, iniaddi or in lieu of the Trustee's certific
of authentication, an alternate certificate of eatication substantially in the following form:

This is one of the 5 1/4% Convertible Subordindtedes due 2006 referred to in the within-mentiohmtenture.
Dated:

State Street Bank and Trust Company
of California, N.A., as Trustee

By:

as Authenticating Agent

g

Authorized Signatory
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SECTION 6.12 Preferential Collection of Claims AggtiCompany.

If and when the Trustee shall be or become a enedftthe Company (or any other obligor upon theusigies), the Trustee shall be subject to
the provisions of the Trust Indenture Act regardimg collection of claims against the Company (or such other obligor).

SECTION 6.13 Disqualification; Conflicting Interest

If the Trustee has or shall acquire a conflictinggrest within the meaning of the Trust Indentuog, Ahe Trustee shall either eliminate such
interest or resign, to the extent and in the mapnarided by, and subject to the provisions of, Thest Indenture Act and this Indenture.

SECTION 6.14 Certain Rights of Trustee
Subject to the provisions of Section 6.1:

(1) the Trustee may conclusively rely and shalptEected in acting or refraining from acting upoty resolution, certificate, statement,
instrument, opinion, report, notice, request, dicet consent, order, bond, debenture, note orgthper or document (whether in its original
or facsimile form) believed by it to be genuine andhave been signed or presented by the propgr paparties;

(2) any request or direction of the Company memtibherein shall be sufficiently evidenced by a CanypRequest or Company Order (other
than delivery of any Security to the Trustee fathautication and delivery pursuant to Section 3hicty shall be sufficiently evidenced as
provided therein) and any resolution of the BodrBioectors may be sufficiently evidenced by a BbResolution;

(3) whenever in the administration of this Indestthre Trustee shall deem it desirable that a miagtgaroved or established prior to taking,
suffering or omitting any action hereunder, thestee (unless other evidence be herein specifipaigcribed) may, in the absence of bad
faith on its part, conclusively rely upon an OffiseCertificate or an Opinion of Counsel,

(4) the Trustee may consult with counsel of itesébn and the advice of such counsel or any OpinfadCounsel shall be full and complete
authorization and protection in respect of anyaactaken, suffered or omitted by it hereunder indytaith and in reliance thereon;

(5) the Trustee shall be under no obligation ta@se any of the rights or powers vested in ithig tndenture at the request or direction of
any of the Holders of Securities pursuant to thidehture, unless such Holders shall have offerd¢ldetdrustee security or indemnity
satisfactory to the Trustee against the costs,resgseand liabilities which might be incurred binitompliance with such request or direction;
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(6) the Trustee shall not be bound to make anysitgation into the facts or matters stated in @splution, certificate, statement, instrument,
opinion, report, notice, request, direction, comserder, bond, debenture, note, or other papdooument, but the Trustee, in its discretion,
may make such further inquiry or investigation isteh facts or matters as it may see fit, andheffrustee shall determine to make such
further inquiry or investigation, it shall be efgd to examine the books, records and premisdseo€bmpany personally or by agent or
attorney;

(7) the Trustee may execute any of the trusts aep® hereunder or perform any duties hereundeeredtinectly or by or through agents or
attorneys and the Trustee shall not be responfibleny misconduct or negligence on the part of aggnt or attorney appointed with due «
by it hereunder; and

(8) the Trustee shall not be liable for any actmken, suffered or omitted by it in good faith ardsonably believed by it to be authorized or
within the discretion or rights or powers confertgzbn it by this Indenture.

ARTICLE VI
HOLDERS' LISTS AND REPORTS BY TRUSTEE AND COMPANY
SECTION 7.1 The Company to Furnish Trustee NamdsAaluresses of Holders.
The Company will furnish or cause to be furnishethe Trustee:

(a) semiannually, not later than 15 days after the RegRrkrord Date, a list, in such form as the Trusteg maasonably require, of the nan
and addresses of the Holders of Securities asobf Regular Record Date, and

(b) at such other times as the Trustee may requ&¥titing, within 30 days after the receipt by tBempany of any such request, a list of
similar form and content as of a date not more tt&adays prior to the time such list is furnished,

provided, however, that, so long as the TrustéleasSecurity Registrar, no such list shall be nexglito be furnished.
SECTION 7.2 Reports by Trustee.

(a) The Trustee shall transmit to Holders such msmoncerning the Trustee and its actions undsiidenture as may be required pursuant
to the Trust Indenture Act at the times and inrttaner provided by the Trust Indenture Act. Rep@tgiired pursuant to the Trust Indenture
Act Section

313(a), if any, will be transmitted annually.
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(b) A copy of each such report shall, at the tirheuzh transmission to Holder, be filed with then@nission and the Company. The Comp
will notify the Trustee, in writing, if and whenetSecurities are listed on any stock exchange.

SECTION 7.3 Reports by Company.

The Company shall file with the Trustee and the @ssion, and transmit to Holders, such informataoguments and other reports, if any,
and such summaries thereof, as may be requiredgntrto the Trust Indenture Act at the times anthénmanner provided pursuant to such
Act; provided that any such information, documeartseports required to be filed with the Commisspamsuant to Section 13 or 15(d) of the
Exchange Act shall be filed with the Trustee withBdays after the same is so required to be fiiigld the Commission.

SECTION 7.4 Preservation Of Information; Commurimas to Holders.

(1) The Trustee shall preserve, in as currentm fas is reasonably practicable, the names and ssitref Holders contained in the most
recent list furnished to the Trustee as provide8ention 7.1 and the names and addresses of Holtmised by the Trustee in its capacity as
Security Registrar if the Trustee is acting in soapacity. The Trustee may destroy any list fumisto it as provided in Section 7.1 upon
receipt of a new list so furnished.

(2) The rights of the Holders to communicate withes Holders with respect to their rights undes tindenture or under the Securities, and
the corresponding rights and privileges of the Taeisshall be as provided by the Trust Indentureafd other applicable law.

(3) Every Holder of Securities, by receiving andding the same, agrees with the Company and thstdeuhat none of the Company, the
Trustee or any agent of any of them shall be hetdantable by reason of any disclosure of inforaraéis to names and addresses of Holders
made pursuant to the Trust Indenture Act.

ARTICLE VIII
CONSOLIDATION, MERGER, SALE, LEASE OR CONVEYANCE
SECTION 8.1 Company May Consolidate, Etc., OnlyGartain Terms.

The Company (1) shall not consolidate with or menge any other Person or, directly or indirectipnvey, transfer, sell, lease or otherwise
dispose of its properties and assets as an entiretybstantially as an entirety to any Person,(@8nhdhall not permit any Person to consolic

or merge with or into the Company or convey, transdell, lease or otherwise dispose of such Pergooperties and assets as an entirety or
substantially as an entirety to the Company, unless

(a) the Person formed by such consolidation or amtawith which the Company is merged or the Pesgbith acquires by conveyance,
transfer or sale, or which leases or
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otherwise acquires, the properties and asseteditimpany as an entirety or substantially as aregnti) shall be a corporation, limited
liability company, partnership or trust, (i) she# organized and validly existing under the lafvhe United States of America, any State
thereof or the District of Columbia and (iii) shaktpressly assume, by an indenture supplementeidyexxecuted and delivered to the Trus

in form satisfactory to the Trustee, the due amkpual payment of the principal of (and premiungnfy) and interest on all the Securities and
the performance or observance of every covenathi®fndenture on the part of the Company to béopered or observed;

(b) immediately after giving effect to such trartae, no Event of Default, and no event which, iaftetice or lapse of time or both, would
become an Event of Default, shall have happenedarbntinuing; and

(c) the Company has delivered to the Trustee aic@§ Certificate and an Opinion of Counsel, esteting that such consolidation, merger,
conveyance, transfer, sale, lease or other disposind, if a supplemental indenture is requireddnnection with such transaction, such
supplemental indenture comply with this Article @hdt all conditions precedent herein providedrédating to such transaction have been
complied with, together with any documents requisgBection 9.3.

SECTION 8.2 Successor Substituted.

Upon any consolidation by the Company with, or reeitlgy the Company into, any other Person or anye&yamnce, transfer, sale, lease or
other disposition of the properties and asseth@fompany as an entirety or substantially as &iregnas described in Section 8.1, the
Person resulting from such consolidation or intdcllthe Company is merged or to which such convegatmansfer, sale, lease or other
disposition is made, will succeed to, and be stilisti for, and may exercise every right and povigthe Company under this Indenture with
the same effect as if such successor Person hachbesed as the Company herein, and thereafterpekcthe case of a lease, the
predecessor (if still in existence) will be reled®m its obligations and covenants under thifridre and the Securities.

ARTICLE IX
SUPPLEMENTAL INDENTURES
SECTION 9.1 Supplemental Indentures Without Conséhtolders.

Without the consent of any Holders of Securitibe, Eompany, when authorized by or pursuant to adBRasolution, and the Trustee, at any
time and from time to time, may enter into one arenindentures supplemental hereto, in form satisfg to the Trustee, for any of the
following purposes:
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(1) to evidence the succession of another Perstiret€ompany and the assumption by any such surcefsthe covenants and obligations of
the Company herein and in the Securities as pexanidy Article VIII; or

(2) to add to the covenants of the Company fobtmeefit of the Holders of the Securities or to sader any right or power herein conferred
upon the Company; or

(3) to add any additional Events of Default for benefit of the Holders of the Securities providealever, that in respect of any such
additional Events of Default such supplemental imidiee may provide for a particular period of grafter default (which period may be
shorter or longer than that allowed in the casetloér defaults) or may provide for an immediateoetément upon such default or may limit
the remedies available to the Trustee upon suckultedr may limit the right of the Holders of a mify in aggregate principal amount of the
Securities to waive such default; or

(4) to secure the Securities; or
(5) to evidence and provide for the acceptancepbetment hereunder by a successor Trustee; or

(6) to cure any ambiguity, to correct or supplensnt provision herein which may be defective ooimistent with any other provision
herein, or to make any other provisions with resp@ematters or questions arising under this Indientvhich shall not be inconsistent with
provisions of this Indenture as the Company andrtiustee may deem necessary or desirable; protidediny such action shall not
adversely affect the interests of the Holders afuiges in any material respect; or

(7) subject to Section 13.15, to make any chandeticle XlII that would limit or terminate the befits to any holder of Senior Debt under
such Article; or

(8) to comply with the requirements of the Trusiénture Act; or
(9) to make any change that does not adverselgtdfie legal rights under this Indenture of anyddolof Securities; or

(10) to change any Place of Payment to anothetitotaithin the same city provided that the Compdseiivers notice of such change to the
Holders prior to such change of Place of Paymeant; o

(11) to add a guarantor of the Securities.
SECTION 9.2 Supplemental Indentures with Consetaitiers.

With either (i) the consent of the Holders of regd than a majority in principal amount of all Qasling Securities by the Act of said
Holders delivered to the Company and the
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Trustee, or (ii) by the adoption of a resolutionaaneeting of Holders of the Outstanding Secwitiewhich a quorum is present, by the
Holders of at least 66-2/3% in aggregate princgmabunt of the Outstanding Securities representsdcit meeting, the Company, when
authorized by or pursuant to a Board Resolutiod,the Trustee may enter into an indenture or ingdestsupplemental hereto for the purpose
of adding any provisions to or changing in any maror eliminating any of the provisions of this émiure or of modifying in any manner the
rights of the Holders of Securities under this Imdee; provided, however, that no such suppleméndanture shall, without the consent of
the Holder of each Outstanding Security affectedehy:

(1) change the Stated Maturity of the principa{afpremium, if any, on) or any installment of mijpal of or interest on, any Security; or
reduce the principal amount thereof or the ratamount of interest thereon, or any premium payapta the redemption or mandatory
repurchase thereof, or adversely affect any rifin¢éjpurchase at the option of the Holder of anyuigg or change the city of any Place of
Payment where, or the currency in which, the ppakof or any premium or the interest on any Ségisipayable, including any payment of
the Redemption Price or Repurchase Price in regfestich Security or impair the right to institstgt for the enforcement of any such
payment on or after the Stated Maturity theredf, ifothe case of redemption or repurchase at pitiero of the Holder, on or after the
Redemption Date or the Repurchase Date, as therasée), or

(2) reduce the requirements of Section 15.4 forguoor voting or the percentage in principal amaafrthe Outstanding Securities, the
consent of whose Holders is required for any sugplemental indenture, or the consent of whose &felis required for any waiver with
respect to such Outstanding Securities (or comgdiavith certain provisions of this Indenture ortair defaults hereunder and their
consequences) provided for in this Indenture, or

(3) modify any of the provisions of this SectionSections 5.13 or 10.8, except to increase theinejpercentage to effect such action or to
provide that certain other provisions of this Intlea cannot be modified or waived without the conisd# the Holder of each Outstanding
Security affected thereby, or

(4) release any guarantors from their guarantetiseobecurities, or, except as contemplated insapplemental indenture, make any change
in a guarantee of a Security that would adversiécathe interests of the Holders, or

(5) adversely affect the right of a Holder of a @&y to require the Company to repurchase any Mdter than as provided in Article XII, or
(6) adversely affect the right of a Holder of a @@y to require the Company to convert any Noteeothan as provided in Article X1V, or

(7) modify the obligation of the Company to maintan office or agency in the Borough of Manhatthe,City of New York, pursuant to
Section 10.2.
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It shall not be necessary for any Act of Holderdenthis Section to approve the particular fornamy proposed supplemental indenture, k
shall be sufficient if such Act shall approve tlstance thereof.

SECTION 9.3 Execution of Supplemental Indentures.

In executing, or accepting the additional trusesated by, any supplemental indenture permittedhisyArticle or the modification thereby of
the trusts created by this Indenture, the Trudted be entitled to receive, and subject to Secti@hshall be fully protected in relying upon.
Officer's Certificate and an Opinion of Counsekleatating that the execution of such suppleménd&nture is authorized or permitted by
this Indenture, is in compliance with Article IXgmstitutes the legal, valid and binding obligatadithe Company, enforceable in accordance
with its terms (subject to customary exceptiong) #vat all conditions precedent to the executiosumh supplemental indenture have been
fulfilled. The Trustee may, but shall not be obt&ghto, enter into any such supplemental indenitnieh affects the Trustee's own rights,
duties or immunities under this Indenture or otlisew

SECTION 9.4 Effect of Supplemental Indentures.

Upon the execution of any supplemental indentudeuthis Article, this Indenture shall be modifiadaccordance therewith, and such
supplemental indenture shall form a part of thidelmure for all purposes; and every Holder of S&eartheretofore or thereafter
authenticated and delivered hereunder shall bedbthereby.

SECTION 9.5 Conformity with Trust Indenture Act.
Every supplemental indenture executed pursuatisofrticle shall conform to the requirements af firust Indenture Act as then in effect.
SECTION 9.6 Reference in Securities to Supplemént#ntures.

Securities authenticated and delivered after tlee@tion of any supplemental indenture pursuantiArticle may, and shall, if required by
the Trustee, bear a notation in form approved byTilustee as to any matter provided for in suclplempental indenture. If the Company s
so determine, new Securities so modified as toaromfin the opinion of the Trustee and the Compémgny such supplemental indenture
may be prepared and executed by the Company ahdrdigiated and delivered by the Trustee in exchémg®@utstanding Securities.

SECTION 9.7 Notice of Supplemental Indentures.

Promptly after the execution by the Company andritustee of any supplemental indenture pursuatite@rovisions of Article 1X, the
Company shall give notice thereof to the Holdersaxth Outstanding Security affected, in the mapr@rided for in Section 1.6, setting fol
in general terms the substance of such supplemiedihture.
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ARTICLE X
COVENANTS
SECTION 10.1 Payment of Principal, Premium andrege

The Company covenants and agrees for the bendfiedflolders of Securities that it will duly andnatually pay the principal of (and
premium, if any) and interest on the Securitieadnordance with the terms thereof. The Companydeitlosit or cause to be deposited with
the Trustee, no later than the opening of businadbe date of the Stated Maturity of any Secuwityo later than the opening of business on
the due date for any installment of interest, ajlrpents so due, which payments shall be in immelgiaivailable funds on the date of such
Stated Maturity or due date, as the case may be.

SECTION 10.2 Maintenance of Office or Agency.

The Company shall maintain in each Place of Paymewmiffice or agency where Securities may be ptedeor surrendered for payment or
conversion, where Securities may be surrenderedtfpstration of transfer or exchange and whereestand demands to or upon the
Company in respect of the Securities and this Indemmay be served. The Company will give prompttam notice to the Trustee of the
location, and any change in the location, of eath ©ffice or agency. If at any time the Compangilstail to maintain any such required
office or agency or shall fail to furnish the Tresstwith the address thereof, such presentationgralers, notices and demands may be made
or served at the Corporate Trust Office of the Te@sand the Company hereby appoints the Trustegént to receive all such presentations,
surrenders, notices and demands.

The Company may from time to time designate omaane other offices or agencies where Securities Ineagresented or surrendered for
or all of such purposes, and may from time to tiesxind such designations; provided, however,rtbauch designation or rescission sha
any manner relieve the Company of its obligatiomttintain an office or agency in accordance withréquirements set forth above for
Securities for such purposes. The Company will girempt written notice to the Trustee of any suekigihation or rescission and of any
change in the location of any such other officagency. The Company hereby designates as a Pl&@syofent for Securities the office or
agency of the Company in the Borough of Manhafféue, City of New York, and initially appoints Ste8¢reet Bank and Trust Company,
N.A., an Affiliate of the Trustee, at its Corpordtaust Office in such city as Paying Agent, SequRegistrar and Conversion Agent and a:
agent to receive all such presentations, surrendetiees and demands.
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SECTION 10.3 Money for Securities Payments to BilhteTrust.

If the Company shall at any time act as its ownifggent, it will, on or before each due datetsf principal of (and premium, if any) or
interest on, the Securities, segregate and hdldig for the benefit of the Persons entitled tteeeesum sufficient to pay the principal (and
premium, if any) or interest so becoming due with sums shall be paid to such Persons or otheedisposed of as herein provided, and
will promptly notify the Trustee of its action aaifure so to act.

Whenever the Company shall have one or more Pagents for the Securities, it will, no later thdnetopening of business on each due date
of the principal of (and premium, if any) or intst@n, any Securities, deposit with a Paying Agesam in immediately available funds
sufficient to pay the principal (and premium, ifyaor interest, so becoming due, such sum to be ihatust for the benefit of the Persons
entitled to such principal (and premium, if any)mterest and (unless such Paying Agent is thet&eshe Company will promptly notify the
Trustee of its action or failure so to act.

The Company will cause each Paying Agent other tharmrustee to execute and deliver to the Trustei@strument satisfactory to the
Trustee in which such Paying Agent shall agree thiénTrustee, subject to the provisions of thistiBacthat such Paying Agent will

(1) hold all sums held by it for the payment ofngipal of (and premium, if any) or interest on S@as in trust for the benefit of the Persons
entitled thereto until such sums shall be paidithsPersons or otherwise disposed of as hereindaty

(2) give the Trustee notice of any default by tlwerPany (or any other obligor upon the Securitiaghe making of any such payment of
principal (and premium, if any) or interest;

(3) at any time during the continuance of any siefault upon the written request of the Trusteghfeith pay to the Trustee all sums so held
in trust by such Paying Agent; and

(4) acknowledge, accept and agree to comply ireappects with the provisions of this Indenturetietato the duties, rights and liabilities of
such Paying Agent.

The Company may at any time, for the purpose ddiobtg the satisfaction and discharge of this Indenor for any other purpose, pay, or
Company Order direct any Paying Agent to pay, &Ttustee all sums held in trust by the Comparsuch Paying Agent, such sums to be
held by the Trustee upon the same trusts as ttpmewhich such sums were held by the Company dr Baging Agent; and, upon such
payment by any Paying Agent to the Trustee, sugingBaAgent shall be released from all further llapiwith respect to such sums.

Except as otherwise provided in the Securities,rangey deposited with the Trustee or any Payingnfge then held by the Company, in
trust for the payment of the principal of (and premm, if any) or interest on any Security and rerrajrunclaimed for two years after such
principal (and premium, if any) and interest hasdme due and payable shall be paid to the
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Company upon Company Request or (if then held byCtbmpany) shall be discharged from such trusttl@dHolder of such Security shall
thereafter, as an unsecured general creditor,dobkto the Company for payment of such princigalamd premium, if any) or interest on ¢
Security, without interest thereon, and all liailbf the Trustee or such Paying Agent with respestuch trust money, and all liability of the
Company as trustee thereof, shall thereupon ceeséded, however, that the Trustee or such Patpent, before being required to make
any such repayment, may at the expense of the Qongaaise to be published once, in an Authorizeddyeywer, notice that such money
remains unclaimed and that, after a date spedifieatin, which shall not be less than 30 days fileendate of such publication, any unclair
balance of such money then remaining will be repaithe Company.

SECTION 10.4 Existence.

Subject to Article VIII, the Company will do or cseito be done all things necessary to preserv&eemlin full force and effect its existence,
rights (charter and statutory) and franchises; idex, however, that the Company shall not be regluio preserve any right or franchise if the
Board of Directors determines that the preservatieneof is no longer desirable in the conduchefliusiness of the Company and the loss
thereof is not disadvantageous in any materialeetso the Holders.

SECTION 10.5 Maintenance of Properties.

The Company will cause all of the properties dflitand of each Subsidiary used or useful in thedaat of its business or the business of
Subsidiary to be maintained and kept in good camitepair and working order and supplied withredtessary equipment and will cause to
be made all necessary repairs, renewals, repladsnpieiterments and improvements thereof, all #isapudgment of the Company may be
necessary so that the business carried on in cbong¢herewith may be properly and advantageoushdaocted at all times; provided,
however, the Company and its Subsidiaries shalbagirevented from discontinuing the operation mathtenance of any of such properties
if such discontinuance is, in the judgment of tleenPany, desirable in the conduct of its businessrent disadvantageous in any material
respect to the Holders.

SECTION 10.6 Payment of Taxes and Other Claims.

The Company will pay or discharge or cause to e padischarged, before the same shall becomadglednt, (1) all taxes, assessments and
governmental charges levied or imposed upon ingr&ubsidiary or upon the income, profits or proypef the Company or any Subsidiary,
(2) all lawful claims for labor, materials and slipp which, if unpaid, might by law become a ligsou the property of the Company or any
Subsidiary; and (3) all stamps and similar dutiesny, which may be imposed by the United Stateany political subdivision thereof or
taxing authority thereof or therein in connectiomhwhe issuance, transfer, exchange or convexsfiamy Securities or with respect to this
Indenture; provided, however, that, in the caselaises (1) and (2) that the Company shall noebaired to pay or discharge or cause to
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be paid or discharged any such tax, assessmengecbaclaim whose amount, applicability or valjdig being contested in good faith by
appropriate proceedings.

SECTION 10.7 Statement as to Compliance.

The Company will deliver to the Trustee, within 1®8ys after the end of each fiscal year, a brigffemte in the form of an Officers'
Certificate from its chief executive officer, chigberating officer, or principal accounting offics to his or her best knowledge of the
Company's compliance with all conditions and comemander this Indenture and, in the event of amcompliance, specifying such
noncompliance and the nature and status thereopurposes of this Section 10.7, such complianed bk determined without regard to any
period of grace or requirement of notice under tthéienture.

SECTION 10.8 Waiver of Certain Covenants.

The Company may omit in any particular instanceamply with any term, provision or condition settfoin Section 10.4 (other than with
respect to the existence of the Company (subjegttiole VII)), 10.5 and 10.6, inclusive (other tha covenant or condition which under
Article IX cannot be modified or amended without tonsent of the Holder of each Outstanding Secafiected), if before or after the time
for such compliance the Holders of at least a nitgjor principal amount of all outstanding Secwe#j by Act of such Holders, either waive
such compliance in such instance or generally wedrepliance with such covenant or condition, busnoh waiver shall extend to or affect
such covenant or condition except to the extergoessly waived, and, until such waiver shall nee@ffective, the obligations of the
Company and the duties of the Trustee or any Pajgemnt or Conversion Agent in respect of any s@eht provision or condition shall
remain in full force and effect.

SECTION 10.9 Statement by Officers as to Default.

The Company shall deliver to the Trustee, as ssguoasible and in any event within 10 days aftesfliner of Company becomes aware of
the occurrence of any Event of Default or any ewerith, with notice or the lapse of time or botlgudd constitute an Event of Default, an
Officers' Certificate setting forth the detailssefch Event of Default or Default and the actionakithe Company proposes to take with
respect thereto.

ARTICLE XI
REDEMPTION OF SECURITIES
SECTION 11.1 Right of Redemption.
The Securities may be redeemed in accordance hétprovisions of the form of Securities set forttSection 2.2.
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SECTION 11.2 Applicability of Article.

Redemption of Securities at the election of the Gany or otherwise, as permitted or required by@oayision of the Securities or this
Indenture, shall be made in accordance with suchigion and this Article XI.

SECTION 11.3 Election to Redeem; Notice to Trustee.

The election of the Company to redeem any Secsistiall be evidenced by or pursuant to a Board IR&s0. In case of any redemption at
the election of the Company of less than all ofSeeurities, the Company shall, at least 45 butmme than 60 days prior to the Redemption
Date (unless a shorter notice shall be satisfadtotiye Trustee), notify the Trustee of such Red@nate and of the principal amount of
Securities to be redeemed.

SECTION 11.4 Selection by Trustee of SecuritieBeédRedeemed.

If less than all the Securities are to be redeentedparticular Securities to be redeemed shaliected not more than 30 days prior to the
Redemption Date by the Trustee, from the Outstan8iecurities not previously called for redemptioy ot or by such other method as the
Trustee shall deem fair and appropriate and whiaf provide for the selection for redemption of por$ (equal to the minimum authorized
denomination for Securities or any integral muttighereof) of the principal amount of Securitieaafenomination larger than the minimum
authorized denomination therefor.

If any Security selected for partial redemptiocasiverted in part before termination of the coniggrsight with respect to the portion of the
Security so selected, the converted portion of &eturity shall be deemed (so far as may be) thdeortion selected for redemption.
Securities which have been converted during a seteof Securities to be redeemed may be treatatidyrustee as Outstanding for the
purpose of such selection. The Trustee shall prignmptify the Company and the Security Registrao{er than itself) in writing of the
Securities selected for redemption and, in the ohsmy Securities selected for partial redemptiba,principal amount thereof to be
redeemed.

For all purposes of this Indenture, unless theedritherwise requires, all provisions relatinghte redemption of Securities shall relate, in
the case of any Security redeemed or to be redeenigdn part, to the portion of the principal anmbwf such Security which has been or is
to be redeemed.

SECTION 11.5 Notice of Redemption.

Notice of redemption shall be given in the manmewjaed in Section 1.6, not less than 30 days narenthan 60 days prior to the Redemp
Date to each Holder of Securities to be redeemsddit Holder's address appearing in the Securigysie and such notice shall be
irrevocable.

All notices of redemption shall include a descoptbf the Securities and shall state:
(1) the Redemption Date,
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(2) the Redemption Price, accrued interest to thdelption Date payable as provided in Section 1flany,

(3) if less than all Outstanding Securities arbeaedeemed, the identification (and, in the cdgmdial redemption, the principal amount) of
the particular Security or Securities to be redeme

(4) in case any Security is to be redeemed ingrdyt, the notice which relates to such Securityldtate that on and after the Redemption
Date, upon surrender of such Security, the holdiéreceive, without a charge, a new Security ocB8iies of authorized denominations for
the principal amount thereof remaining unredeemed,

(5) that on the Redemption Date the RedemptioreRnied accrued interest to the Redemption Date p@agalprovided in Section 11.7, if al
will become due and payable upon each such Segarithe portion thereof, to be redeemed and ttiatést thereon shall cease to accrue on
and after said date,

(6) the Place or Places of Payment where such esunaturing after the Redemption Date, are tsureendered for payment of the
Redemption Price and accrued interest, if anypocénversion,

(7) the CUSIP number of such Security, if any, and

(8) the then existing Conversion Rate, the datetiamel when the option to convert such Securitidse@sedeemed shall expire and the places
where such Securities may be surrendered for ceiorer

Notice of redemption of Securities to be redeentdl $e given by the Company or, at the Comparmgsiest, by the Trustee in the name
at the expense of the Company.

SECTION 11.6 Deposit of Redemption Price.

At least one Business Day prior to any RedemptiatePthe Company shall deposit with the Trustegithr a Paying Agent (or, if the
Company is acting as its own Paying Agent, segeegatl hold in trust as provided in

Section 10.3) an amount of money sufficient to payhe Redemption Date the Redemption Price of (exckpt if the Redemption Date st
be an Interest Payment Date) accrued interestiiahgaSecurities or portions thereof which ard¢oredeemed on that date other than any
Securities called for redemption on that date whiatie been converted prior to the date of suchsiepo

SECTION 11.7 Securities Payable on Redemption Date.

Notice of redemption having been given as aforesha Securities so to be redeemed shall, on themRption Date, become due and pay:
at the Redemption Price therein
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specified, and from and after such date (unles€tirapany shall default in the payment of the RedamgPrice and accrued interest in wt
case the Securities to be redeemed shall continbedr interest at the default rate of interesinif) such Securities shall cease to bear
interest. Upon surrender of any such Security édemption in accordance with said notice, such i®gahall be paid by the Company at the
Redemption Price, together with accrued interéshy, to the Redemption Date; provided, howevt installments of interest on Securities
whose Stated Maturity is on or prior to the RedeampDate shall be payable to the Holders of suatuBtes, or one or more Predecessor
Securities, registered as such at the close ohbssion the relevant Record Dates according totdrens and the provisions of Section 3.7.

If any Security called for redemption shall notdwepaid upon surrender thereof for redemptionr@salt of the failure by the Company to
fund such redemption, the principal of (and premiifrany) and, to the extent permitted by appliedlalw, accrued interest on such Security
shall, until paid, bear interest from the Redempiate at a rate of 7 1/4% per annum and such Bgshall remain convertible until the full
Redemption Price and accrued interest shall hage paid or duly provided for.

SECTION 11.8 Securities Redeemed in Part.

Any Security which is to be redeemed only in paglsbe surrendered at a Place of Payment thefefth, if the Company or the Trustee so
requires, due endorsement by, or a written instniroétransfer in form satisfactory to the Compamgl the Trustee duly executed by, the
Holder thereof or such Holder's attorney duly atittedl in writing) and the Company shall execute #redTrustee shall authenticate and
deliver to the Holder of such Security without seevcharge a new Security or Securities of any@izbd denomination as requested by such
Holder in aggregate principal amount equal to anebkichange for the unredeemed portion of the gralaf the Security so surrendered.

SECTION 11.9 Conversion Arrangement on Call Fordegtion.

In connection with any redemption of the Securjttae Company may arrange for the purchase andecsion of any Securities by an
agreement with one or more investment bankershargurchasers (the "Purchasers") to purchaseSectlrities by paying to the Trustee in
trust for the Holders, on or before the Redempbbate, an amount not less than the applicable Retilemrice, together with interest
accrued and unpaid to the Redemption Date, of Seclrities. Notwithstanding anything to the contreontained in this Article XI, the
obligation of the Company to pay the Redemptiordlriogether with interest accrued and unpaideédbdemption Date, shall be deemed to
be satisfied and discharged to the extent such ani®go paid by such Purchasers. If such an agreeis entered into (a copy of which shall
be filed with the Trustee prior to the close ofibess on the Business Day immediately prior toRedemption Date), any Securities called
for redemption that are not duly surrendered fanvession by the Holders thereof may, at the optibthe Company, be deemed, to the ful
extent permitted by law, and consistent with ameament or agreements with such Purchasers, toduered by such Purchasers from such
Holders and (notwithstanding anything to the cagtm@ntained in this Article XI) surrendered by BlRurchasers for conversion, all as of
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immediately prior to the close of business on teddénption Date (and the right to convert any swetufties shall be extended through such
time), subject to payment of the above amount aeahid. At the direction of the Company, the Teasthall hold and dispose of any such
amount paid to it by the Purchasers to the Holatetlle same manner as it would monies depositdd ity the Company for the redemption
of Securities. Without the Trustee's prior writ@msent, no arrangement between the Company ahdPsuchasers for the purchase and
conversion of any Securities shall increase orrettse affect any of the powers, duties, responiisl or obligations of the Trustee as set
forth in this Indenture, and the Company agreeasdemnify the Trustee from, and hold it harmlesaiast, any loss, liability or expense
arising out of or in connection with any such agament for the purchase and conversion of any 8iesubetween the Company and such
Purchasers, including the costs and expensesgdinglueasonable legal fees, incurred by the Trust#ee defense of any claim or liability
arising out of or in connection with the exercisgerformance of any of its powers, duties, resjimlitees or obligations under this Indentu

ARTICLE Xl

REPURCHASE OF SECURITIES AT THE OPTION
OF HOLDERS UPON THE CHANGE OF CONTROL

SECTION 12.1 Right to Require Repurchase.

In the event that a Change in Control (as herenaliéfined) shall occur, then each Holder shaletthe right, at the Holder's option, but
subject to the provisions of Section 12.2., to megthe Company to repurchase, and upon the exeo€isuch right the Company shall
repurchase, all of such Holder's Securities naetioéore called for redemption, or any portion e principal amount thereof that is equal to
$1,000 or any integral multiple of $1,000 in excéeseof (provided that no single Securities maydmirchased in part unless the portion of
the principal amount of such Securities to be @uigding after such repurchase is equal to $1,00®egral multiples of $1,000 in excess
thereof), on the date (the "Repurchase Date")ighéh days after the date of the Company Notice@irchase price equal to 100% of the
principal amount of the Securities to be repurctigges interest accrued to the Repurchase Daté'lg@purchase Price"); provided, however,
that installments of interest on Securities whasee® Maturity is on or prior to the Repurchaseelsdtall be payable to the Holders of such
Securities, or one or more Predecessor Securitigistered as such on the relevant Record Datedingao their terms and the provisions of
Section 3.7. Such right to require the repurchéskeoSecurities shall not continue after a disghaf the Company from its obligations with
respect to the Securities in accordance with tbeigion of Article IV unless a Change in ControbBthave occurred prior to such discharge.
At the option of the Company, the Repurchase Rmiag be paid in cash or, subject to the fulfillmbptthe Company of the conditions set
forth Section 12.2, by delivery of shares of Commsdock having a fair market value equal to the Retpase Price. Whenever in this
Indenture (including Sections 2.2, 3.1, 5.1(2) &r8) there is a reference, in any context, to tirecjpal of any Securities as of any time, such
reference shall be deemed to include referendeet®epurchase Price payable in respect of suchrifesto the extent that such Repurchase
Price is, was or would be so payable
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at such time, and express mention of the RepurdPase in any provision of this Indenture shall betconstrued as excluding the
Repurchase Price in those provisions of this Ingdenivhen such express mention is not made; proyitaaever, that for the purposes of
Article XIV such reference shall be deemed to idelueference to the Repurchase Price only to ttemethe Repurchase Price is payable in
cash.

SECTION 12.2 Conditions to The Company's Electm®ay the Repurchase Price in Common Stock.

The Company may elect to pay the Repurchase Pyidelbrery of shares of Common Stock pursuant tctiSe 12.1 if and only if the
following conditions shall have been satisfied:

(1) The shares of Common Stock deliverable in paytroéthe Repurchase Price shall have a fair marideie as of the Repurchase Date of
not less than the Repurchase Price. For purposgsabion 12.1 and this Section 12.2, the fair mavk&ie of shares of Common Stock shall
be determined by the Company and shall be equg8%o of the average of the Closing Prices Per Stfatee Common Stock for the five
consecutive Trading Days immediately precedingiankliding the third Trading Day prior to the Rephase Date;

(2) The shares of Common Stock to be issued ugmrechase of Securities hereunder (i) shall notireqegistration under any federal
securities law before such shares may be freehgteaable without being subject to any transfetrig®ns under the Securities Act upon
repurchase or, if such registration is requiredhsegistration shall be completed and shall beceffeetive prior to the Repurchase Date,

(i) shall not require registration with or apprbed any governmental authority under any state ¢avany other federal law before such sh
may be validly issued or delivered upon repurclmsgésuch registration is required or such apptorast be obtained, such registration shall
be completed or such approval shall be obtainext pwithe Repurchase Date;

(3) The shares of Common Stock to be issued ugmrebase of Securities hereunder are, or shall bagr, approved for quotation on the
Nasdaq National Market or listed on a national s&es exchange, in any case, prior to the Repweliate; an

(4) All shares of Common Stock which may be issupdn repurchase of Securities will be issued otihefCompany's authorized but
unissued Common Stock and, will upon issue, be dntyvalidly issued and fully paid and non-assdesatd free of any preemptive or
similar rights.

If all of the conditions set forth in this Secti@f.2 are not satisfied in accordance with the tdhaseof, the Repurchase Price shall be paid by
the Company only in cash.

SECTION 12.3 Notices; Method of Exercising RepusghRight, Etc.

(a) Unless the Company shall have theretofore @éieredemption all of the Outstanding Securit@sor before the 30th day after the
occurrence of a Change in Control, the Compangtdhe request and expense of the Company on orebtife 30th day after such
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occurrence, the Trustee, shall give to all HolddrSecurities, in the manner provided in Sectidhribtice (the "Company Notice") of the
occurrence of the Change of Control and of the n&ase right set forth herein arising as a rekeftgof. The Company shall also deliver a
copy of such Company Notice to the Trustee.

Each notice of a repurchase right shall state:

(i) the Repurchase Date,

(i) the date by which the repurchase right musekercised pursuant to Section 12.3(b),

(i) the Repurchase Price, and whether the Re@mselPrice shall be paid by the Company in casly debvery of shares of Common Stock,

(iv) a description of the procedure which a Holderst follow to exercise a repurchase right, andothee or places where such Securities
to be surrendered for payment of the Repurchase Brid accrued interest, if any, to the Repurcbase,

(v) that on the Repurchase Date the Repurchase, Ric accrued and unpaid interest, if any, witldmee due and payable upon each such
Securities designated by the Holder to be repusthamnd that interest thereon shall cease to accramd after said date,

(vi) the Conversion Rate then in effect, the datevbich the right to convert the principal amouhthe Securities to be repurchased will
terminate and the place or places where such $iesumay be surrendered for conversion, and

(vii) the place or places that the Securities fiedie with the Election of Holder to Require Reghaise as specified in Section 2.2 shall be
delivered.

No failure of the Company to give the foregoingioes or defect therein shall limit any Holder'shtigp exercise a repurchase right or af
the validity of the proceedings for the repurchakBecurities.

If any of the foregoing provisions or other prowiss of this Article VIII are inconsistent with ajpgable law, such law shall govern.

(b) To exercise a repurchase right, a Holder steiVer to the Trustee on or before the 30th dégrdhe date of the Company Notice (i)
written notice of the Holder's exercise of suclitigvhich notice shall set forth the name of théddg the principal amount of the Securities
to be repurchased (and, if any Securities is tanemsed in part, the serial number thereof, thigquoof the principal amount thereof to be
repurchased and the name of the Person in whichdtimn thereof to remain Outstanding after siegiurchase is to be registered) and a
statement that an election to exercise the repaechight is being made thereby, and, in the evaitthe Repurchase Price shall be paid in
shares of Common Stock, the name or names (witteasléls) in which the certificate or certificatesdoares of Common Stock shall be
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issued, and (ii) the Securities with respect tocltihe repurchase right is being exercised. Sudtewmotice shall be irrevocable, except that
the right of the Holder to convert the Securitighwespect to which the repurchase right is bexegrcised shall continue until the close of
business on the Repurchase Date.

(c) In the event a repurchase right shall be egectin accordance with the terms hereof, the Cognghall pay or cause to be paid to the
Trustee the Repurchase Price in cash or sharegrofron Stock, as provided above, for payment tdHthiler on the Repurchase Date or, if
shares of Common Stock are to be paid, as prorafily the Repurchase Date as practicable, togefitteaccrued and unpaid interest to the
Repurchase Date payable with respect to the Smsuais to which the repurchase right has beenierergrovided, however, that
installments of interest that mature on or prioth® Repurchase Date shall be payable in castetbldtders of such Securities, or one or v
Predecessor Securities, registered as such aliotbe af business on the relevant Regular Record.O&te Company covenants that, if the
Repurchase Price is to be paid in cash, at le@sBosiness Day prior to the Repayment Date ita@jposit with the Trustee or with a Paying
Agent (or, if the Company is acting as its own Rgyhgent, segregate and hold in trust as provided i

Section 10.3) an amount of money sufficient to fheyprincipal of, and (except if the Repayment Bsitall be an Interest Payment Date)
accrued interest on, all the Securities or portibeseof, as the case may be, to be repaid onRephyment Date.

(d) If any Securities (or portion thereof) surreredfor repurchase shall not be so paid on the Rbpse Date, the principal amount of such
Securities (or portion thereof, as the case mayhal), until paid, bear interest to the extennhued by applicable law from the Repurchase
Date at the rate of 7 1/4% per annum, and eachriiesishall remain convertible into Common Stockiltthe principal of such Securities (or
portion thereof, as the case may be) shall have pa#l or duly provided for.

(e) Any Securities which is to be repurchased @mlyart shall be surrendered to the Trustee (vfithe Company or the Trustee so requires,
due endorsement by, or a written instrument ofstianin form satisfactory to the Company and thesTee duly executed by, the Holder
thereof or such Holder's attorney duly authorizediiting), and the Company shall execute, andTtustee shall authenticate and make
available for delivery to the Holder of such Seties without service charge, a new Security or 8ges, containing identical terms and
conditions, each in an authorized denominatiorggr@gate principal amount equal to and in exchdogthe unrepurchased portion of the
principal of the Securities so surrendered.

(f) Any issuance of shares of Common Stock in resptthe Repurchase Price shall be deemed toleee effected immediately prior to the
close of business on the Repurchase Date and therPar Persons in whose name or names any cetéifar certificates for shares of
Common Stock shall be issuable upon such repurdiadkbe deemed to have become on the Repurcletsdti® holder or holders of rec
of the shares represented thereby; provided, hawthat any surrender for repurchase on a date wWieestock transfer books of the
Company shall be closed shall constitute the Pess®&ersons in whose name or names the certifaratertificates for such shares are to be
issued as the record holder or holders thereof
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for all purposes at the opening of business oméxt succeeding day on which such stock transfekdare open. No payment or adjustment
shall be made for dividends or distributions on @wynmon Stock issued upon repurchase of any Sesudiéclared prior to the Repurchase
Date.

(9) No fractions of shares shall be issued uponmdase of Securities. If more than one Securigll §fe repurchased from the same Holder
and the Repurchase Price shall be payable in shafésmmon Stock, the number of full shares whichllsbe issuable upon such repurchase
shall be computed on the basis of the aggregateipal amount of the Securities so repurchasedtedasof any fractional share of Common
Stock which would otherwise be issuable on the rdpase of any Securities or Securities, the Compalhgeliver to the applicable Holder

its check for the current market value of suchtfeaal share. The current market value of a fractba share is determined by multiplying
the current market price of a full share by thetien, and rounding the result to the nearest demtpurposes of this Section, the current
market price of a share of Common Stock is thei@gpBrice Per Share of the Common Stock on theifigaday immediately preceding the
Repurchase Date.

(h) Any issuance and delivery of certificates foaies of Common Stock on repurchase of Securthialé lse made without charge to the
Holder of Securities being repurchased for suctifcates or for any tax or duty in respect of thguance or delivery of such certificates or
the Securities represented thereby; provided, hewehat the Company shall not be required to pgytax or duty which may be payable in
respect of (i) income of the Holder or (ii) anyriséer involved in the issuance or delivery of dedites for shares of Common Stock in a n
other than that of the Holder of the Securitiesgeepurchased, and no such issuance or delivefytshmade unless and until the Person
requesting such issuance or delivery has paide@tdmpany the amount of any such tax or duty orektablished, to the satisfaction of the
Company, that such tax or duty has been paid.

(i) All Securities delivered for repurchase shaldelivered to the Trustee to be canceled at tleetitin of the Trustee, which shall dispose of
the same as provided in Section 3.9.

SECTION 12.4 Certain Definitions.
For purposes of this Article XII,

(1) the term "beneficial owner" shall be determiiedccordance with Rule 13d-3, as in effect ondate of the original execution of this
Indenture, promulgated by the Commission pursuatii¢ Exchange Act;

(2) a "Change in Control" shall be deemed to haerioed at the time, after the original issuancehefSecurities, of:

(i) the acquisition by any Person (including anpdigate or group deemed to be a "person” undeid®et8(d)(3) of the Exchange Act as in
effect on the date of
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the original execution of this Indenture) of benidi ownership, directly or indirectly, through arphase, merger or other acquisition
transaction or series of transactions, of shar&agpital Stock of the Company entitling such persoexercise 50% or more of the total
voting power of all shares of Capital Stock of @@mpany entitled to vote generally in the electiohdirectors (or persons holding a similar
function), other than any such acquisition by tleenpany, any subsidiary of the Company or any eng#dyenefit plan of the Company; or

(il) any consolidation of the Company with, or mergf the Company into, any other Person, any merfenother Person into the Compa

or any conveyance, sale, transfer, lease or oilposition of all or substantially all of the assef the Company to another Person (other thar
(a) any such transaction (x) which does not réawdny reclassification, conversion, exchange oiceHation of outstanding shares of Capital
Stock of the Company and (y) pursuant to whichhiblelers of the Common Stock immediately prior tolstransaction have the entitlement
to exercise, directly or indirectly, 50% or moretloé total voting power of all shares of Capitadct entitled to vote generally in the election
of directors (or persons holding a similar funcjiofithe continuing or surviving corporation immaiily after such transaction and (b) any
merger which is effected solely to change the licison of incorporation of the Company and resirita reclassification, conversion or
exchange of outstanding shares of Common Stockswitly shares of common stock of the survivingtgnt

provided, however, that a Change in Control shailbe deemed to have occurred if the Closing Sadieg Per Share of the Common Stock
for any five Trading Days within the period of 16nsecutive Trading Days ending immediately afterlgier of the Change in Control or the
public announcement of the Change in Control (endase of a Change in Control under clause (i) @bowvthe period of 10 consecutive
Trading Days ending immediately before the Changgantrol (in the case of a Change in Control uradieuse (ii) above) shall equal or
exceed 105% of the Conversion Price of the Seeariti effect on each such Trading Day; and

(3) the term "Closing Price Per Share" means, wipect to the Common Stock, for any day, (i) &t teported sale price regular way on
Nasdaq National Market or, (ii) if the Common Stagkot listed on the Nasdaq National Market, twst teported sale price regular way
share or, in case no such reported sale takes pfasech day, the average of the reported closthagrd asked prices regular way, in either
case, on the principal national securities exchamgehich the Common Stock is listed or admittettading, or (iii) if the Common Stock is
not quoted on the Nasdaq National Market or listeddmitted to trading on any national securitieshange, the average of the closing bid
prices in the over-theeunter market as furnished by any Nasdaqg Natiglaaket member firm selected from time to time bg @ompany fo
that purpose.
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SECTION 12.5 Consolidation, Merger, Etc.

In the case of any consolidation, merger, convegasale, transfer or lease of all or substantallpf the assets of the Company to which
Section 14.11 applies, in which the Common StodthefCompany is changed or exchanged as a resulhia right to receive shares of stock
and other securities or property or assets (innpdash) which includes shares of Common StockefXompany or common stock of
another Person that are, or upon issuance witrdged on a United States national securities exgdar approved for trading on an
established automated over-the-counter trading evamkthe United States and such shares constitutes time such change or exchange
becomes effective in excess of 50% of the aggrefgatenarket value of such shares of stock andratheurities, property and assets
(including cash) (as determined by the Companyclvidetermination shall be conclusive and bindititgn the Person formed by such
consolidation or resulting from such merger or coration or which acquires the properties or as§etduding cash) of the Company, as the
case may be, shall execute and deliver to the deussupplemental indenture (which shall complywie Trust Indenture Act as in force at
the date of execution of such supplemental indejitonodifying the provisions of this Indenture ré&igtto the right of Holders to cause the
Company to repurchase the Securities following ar@e in Control, including without limitation theglicable provisions of this Article XII
and the definitions of the Common Stock and Changeontrol, as appropriate, and such other reldidhitions set forth herein and in the
Indenture as determined in good faith by the Comgaich determination shall be conclusive and bigyl to make such provisions apply
in the event of a subsequent Change of Contrdléabmmon stock and the issuer thereof if diffefeh the Company and Common Stock
of the Company (in lieu of the Company and the Cami8tock of the Company).

ARTICLE XllI
SUBORDINATION
SECTION 13.1 Agreement to Subordinate.

The Company agrees, and each Holder by acceptegarity agrees, that the indebtedness evidencéueyecurities is subordinated in ri
of payment, to the extent and in the manner pralidehis Article, to the prior payment in full tash of all Senior Debt and that the
subordination is for the benefit of the holdersSehior Debt.

SECTION 13.2 Liquidation; Dissolution; Bankruptcy.

Upon any distribution to creditors of the Compamyiliquidation or dissolution of the Company oaibankruptcy, reorganization,
insolvency, receivership or similar proceedingtiatato the Company or its property:

(1) Senior Debt shall be entitled to receive paynierfull in cash of the principal of (and premiuihany) and interest (including all interest
accruing after the commencement of any such batdyup similar proceeding) to the date of paymeantlee Senior Debt before Holders
shall be entitled to receive any payment of priatgf or interest on Securities;
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(2) until the Senior Debt is paid in full in castmy distribution to which Holders would be entitleat for this Article shall be made to holders
of Senior Debt as their interests may appear, eéxbapHolders may receive securities that are slibated in right of payment to Senior D
to at least the same extent as the Securities; and

(3) the Trustee is entitled to rely upon an ordedlecree of a court of competent jurisdiction aedificate of a bankruptcy trustee or other
similar official for the purpose of ascertaining thersons entitled to participate in such distridsytthe holders of Senior Debt and other
Company debt, the amount thereof or payable thesedrall other pertinent facts relating to the Tea's obligations under this Article XIII.

The consolidation of the Company with, or the mefghe Company into, another Person or the ligtith or dissolution of the Company
following the conveyance or transfer of its pro=tand assets substantially as an entirety tdan®terson upon the terms and conditions se
forth in Article VIII shall not be deemed a disstdun, winding up, liquidation, reorganization, agsinent for the benefit of creditors or
marshaling of assets and liabilities of the Compfamnyhe purposes of this Section if the Persomfmt by such consolidation or into which

the Company is merged or which acquires by convegjanansfer, lease, sale or other disposition pucperties and assets as an entirety or
substantially as an entirety, as the case mayhadl, as a part of such consolidation, merger, egance or transfer, comply with the
conditions set forth in Article VIII.

SECTION 13.3 No Payment in Certain Circumstancagntent over of Proceeds

No payment shall be made with respect to the gral@f, or premium, if any, or interest on the Sé@s (including, but not limited to, tt
Redemption Price with respect to the Securitidsetgaalled for redemption in accordance with Artileor the Repurchase Price with respect
to Securities submitted for repurchase in accorgavith Article XII), except payments and distritaurts made by the Trustee as permitted by
Section 13.11, if:

(i) a default in the payment of principal, premiufrany, or interest (including a default under aapurchase or redemption obligation) or
other amounts with respect to any Senior Debt @gcand is continuing (or, in the case of Senior Debtvhich there is a period of grace, in
the event of such a default that continues beybageriod of grace, if any, specified in the instemt, agreement or lease evidencing such
Senior Debt) unless and until such default shalehaeen cured or waived or shall have ceased #b; @xi

(i) a default, other than a payment default, op Besignated Senior Debt occurs and is continuiag then permits holders of such
Designated Senior Debt to accelerate its maturitythe Trustee receives a notice of the defadlPéyment Blockage Notice") from a holder
of such Designated Senior Debt or any other pegestitied to give such notice under this Indenture.
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If the Trustee receives any Payment Blockage Ngtizsuant to clause

(if) above, no subsequent Payment Blockage Notiedl be effective for purposes of this Section galand until (A) at least 365 days shall
have elapsed since the initial effectiveness ofrtireediately prior Payment Blockage Notice, and §Bycheduled payments of principal,
premium, if any, and interest on the Securities llzwe come due have been paid in full in cashndfgayment default that existed or was
continuing on the date of delivery of any PaymelaicRage Notice to the Trustee shall be, or be mémiebasis for a subsequent Payment
Blockage Notice.

The Company may and shall resume payments on atribdiions in respect of the Securities upon tndier of:
(1) In the case of default referred to in claujalfiove, the date upon which the default is cureslasved or ceases to exist, or

(2) in the case of a default referred to in clafii3@bove, the earlier of the date on which thepayment default is cured or waived or 179
days after the date on which the Trustee recehe®ayment Blockage Notice, if the maturity of sesignated Senior Debt has not been
accelerated,

unless this Article otherwise prohibits the paymemdistribution at the time of such payment otritisition.
SECTION 13.4 Prior Payment of Senior Debt Upon A@egion of Securities.

In the event of the acceleration of the principatie Securities because of an Event of Defaulpayment or distribution shall be made to
the Trustee or any holder of Securities in respéttie principal of, premium, if any, or interest the Securities (including, but not limited to,
the Redemption Price with respect to the Securitadied for redemption in accordance with ArticleoX the Repurchase Price with respec
the Securities submitted for repurchase in accaelarnth Article Xll), except payments and distrilauts made by the Trustee as permitted by
this Article, until all Senior Debt has been paidiill in cash or other payment satisfactory tohéders of Senior Debt or such acceleratic
rescinded in accordance with the terms of this titaie.

SECTION 13.5 When Distribution Must Be Paid Over.

If a distribution is made to Holders that becauisthis Article should not have been made to thdm,Holders who receive the distribution
shall hold it in trust for holders of Senior Delbidgpay it over to them as their interests may appea

SECTION 13.6 Reliance on Judicial Order or Cenifécof Liquidating Agent.

Upon any payment or distribution of assets of thenfany referred to in this Article, the Trusteeyjeat to the provisions of Section 6.2, and
the Holders of the Securities shall be entitledety upon any order or decree entered by any aiudmpetent jurisdiction in which such
insolvency, bankruptcy, receivership, liquidatioegrganization, dissolution, winding up or
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similar case or proceeding is pending, or a cedtié of the trustee in bankruptcy, receiver, ligtiith trustee, custodian, assignee for the
benefit of creditors, agent or other Person makingh payment or distribution, delivered to the Teasor to the Holders of Securities, for the
purpose of ascertaining the Persons entitled tticgzate in such payment or distribution, the hotdef the Senior Debt and other
indebtedness of the Company, the amount therep@yable thereon, the amount or amounts paid ailmliséd thereon and all other facts
pertinent thereto or to this Article.

SECTION 13.7 Subrogation.

Subject to the payment in full of all Senior Debg Holders of the Securities shall be subrogaidtidé extent of the payments or distributions
made to the holders of such Senior Debt pursuathet@rovisions of this Article to the rights oktholders of such Senior Debt to receive
payments and distributions of cash, property acdritées applicable to the Senior Debt until thengipal of (and premium, if any) and
interest on the Securities shall be paid in fullt purposes of such subrogation, no payments tilditions to the holders of the Senior Debt
of any cash, property or securities to which thédeis of the Securities or the Trustee would béledtexcept for the provisions of this
Article, and no payments over pursuant to the iowns of this Article to the holders of Senior DbltHolders of the Securities or the
Trustee, shall, as among the Company, its creditibrsr than holders of Senior Debt and the Holdéthe Securities, be deemed to be a
payment or distribution by the Company to or oncaktt of the Senior Debt.

SECTION 13.8 Relative Rights.

This Article XllI defines, and is intended soletydefine, the relative rights of Holders of Sedasitand holders of Senior Debt. Nothing
contained in this Indenture or the Securities shall

(1) impair, as between the Company and HolderseotiBties, the obligation of the Company, whicllisolute and unconditional, to pay
principal of, premium, if any, and interest on 8ecurities as and when the same shall become diygagrable in accordance with their ter

(2) affect the relative rights against the Compafhiiolders of Securities and creditors of the Conypather than holders of Senior Debt; or

(3) prevent the Trustee or any Holder of any Ségfiom exercising its available remedies upondbeurrence of a default or an Event of
Default, subject to the rights of holders of Serebt to receive cash, property and securitiesraise payable to Holders of Securities.

If the Company fails because of this Article to gmincipal of, premium, if any, or interest on ac8ety as and when the same shall become
due and payable, the failure is still a default.
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SECTION 13.9 Subordination May Not Be Impaired Byn@gpany.

No right of any holder of Senior Debt to enforce ubordination of the indebtedness evidenced égéturities shall be impaired by any
or failure to act by the Company or by its failtmecomply with this Indenture.

SECTION 13.10 Distribution or Notice to Represeintat

Whenever a distribution is to be made or a notigergto holders of Senior Debt, the distributionynb@ made and the notice given to their
Representative.

SECTION 13.11 Rights of Trustee and Paying Agent.

The Trustee or any Paying Agent may continue toemyments on the Securities until it receivesteminotice of facts that would cause a
payment of principal of or interest on the Secesitio violate the Article. Only the Company, a Rspntative or a Holder of an issue of
Senior Debt that has no Representative may givevthigen notice.

The Trustee has no fiduciary duty to the holderSerfior Debt other than as created under this lndenThe Trustee in its individual or any
other capacity may hold Senior Debt with the saiglets it would have if it were not Trustee.

The Company's obligation to pay, and the Compargysnent of, the Trustee's fees pursuant to Se6tbare excluded from the operation of
this Article XIlII.

SECTION 13.12 Notice to Trustee.

The Company shall give prompt written notice to Tihestee of any fact known to the Company which Miquiohibit the making of any
payment to or by the Trustee in respect of the &1 Notwithstanding the provisions of this Até or any other provision of this Indentt
the Trustee shall not be charged with knowledghefexistence of any facts which would prohibit thaking of any payment to or by the
Trustee in respect of the Securities, unless atidlaiResponsible Officer of the Trustee shall heaeeived written notice thereof from the
Company or a Representative or a holder of Senatat Dincluding, without limitation, a holder of Dgrated Senior Debt) and, prior to the
receipt of any such written notice, the Trustedjestt to the provisions of Section 6.14, shall bétled in all respects to assume that no such
facts exist; provided, however, that if a Respdes@fficer of the Trustee shall not have receiveliotice provided for in this Section 13.12
at least two Business Days prior to the date upleiciwby the terms hereof any money may become payabany purpose (including,
without limitation, the payment of the principal @hd premium, if any) or interest on any Securitigg¢n, anything herein contained to the
contrary notwithstanding, the Trustee shall haVieplower and authority to receive such money andpply the same to the purpose for wt
such money was received and shall not be affegtexhp notice to the contrary which may be receivgd Responsible Offer of the Trustee
less than two Business Days prior to such date.
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Notwithstanding anything in this Article XllII to ¢hcontrary, nothing shall prevent any payment lyTtustee to the Holders of mon
deposited with it pursuant to Section 4.1, andsugh payment shall not be subject to the provistdr&ections 13.2, 13.3 and 13.4.

Subject to the provisions of Section 6.14, the Taashall be entitled to rely on the delivery tofia written notice by a Person representing
himself to be a Representative or a holder of Sdbébt (including, without limitation, a holder Bfesignated Senior Debt) to establish that
such notice has been given by a Representativdioidar of Senior Debt (including, without limitati, a holder of Designated Senior Debt).
In the event that the Trustee determines in goitk fiaat further evidence is required with resgedhe right of any Person as a holder of
Senior Debt to participate in any payment or disttion pursuant to this Article, the Trustee mayuest such Person to furnish evidence to
the reasonable satisfaction of the Trustee asetaittount of Senior Debt held by such Person, tteneto which such Person is entitled to
participate in such payment or distribution and ather facts pertinent to the rights of such Perswter this Article, and if such evidence is
not furnished, the Trustee may defer any paymestithh Person pending judicial determination abéaright of such Person to receive such
payment.

SECTION 13.13 Payment Permitted If No Default.

Nothing contained in this Article XIIl or elsewheirethis Indenture or in the Securities shall prev@) the Company, at any time exc

during the pendency of any case, proceeding, diseal liquidation or in a bankruptcy, reorganipati insolvency, receivership or similar
proceeding referred to in Section 13.2, duringdineumstance referred to in the first paragrapBedtion 13.3 or under the conditions
described in Section 13.4 hereof, from making paysat any time of principal of (and premium, ifyaor interest on the Securities
(including, but not limited to, the Redemption riwith respect to the Securities called for redéonpn accordance with Article Xl or the
Repurchase Price with respect to the Securitiesgtea for repurchase in accordance with Articlé) Xaor (b) the application by the Trustee
of any money deposited with it hereunder to thenpeyt of or on account of the principal of (and pitem if any) or interest on the Securities
(including, but not limited to, the Redemption riwith respect to the Securities called for redéonpgn accordance with Article Xl or the
Repurchase Price with respect to the Securitiesigtéd for repurchase in accordance with Articld) Xk the retention of such payment by
the Holders, if, at the time of such applicationthg Trustee, it did not have knowledge that suaympent would have been prohibited by the
provisions of this Article.

SECTION 13.14 Trustee to Effectuate Subordination.

Each Holder of a Securities by its acceptance tfiengthorizes and directs the Trustee on its babatike such action as may be necessary ol
appropriate to effectuate the subordination pravibethis Article and appoints the Trustee its @téy-in-fact for any and all such purposes.
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SECTION 13.15 Reliance by Holders of Senior DebBabordination Provisions.

Each Holder by accepting a Securities acknowledgésagrees that the foregoing subordination prongsare, and are intended to be, an
inducement and a consideration to each holdery&amior Debt, whether such Senior Debt was createdquired before or after the
issuance of the Securities, to acquire and contiatmId, or to continue to hold, such Senior Deatd such holder of Senior Debt shall be
deemed conclusively to have relied on such subatidin provisions in acquiring and continuing todyadr in continuing to hold, such Senior
Debt, and no amendment or modification of the miavis contained herein shall diminish the rightswth holders of Senior Debt unless ¢
holders shall have agreed in writing thereto.

SECTION 13.16 Rights of Trustee as Holder of Sebiebt; Preservation of Trustee's Rights.

The Trustee in its individual capacity shall beitted to all the rights set forth in this Articleithy respect to any Senior Debt which may at any
time be held by it, to the same extent as any dibkter of Senior Debt, and nothing in this Indeeatshall deprive the Trustee of any of its
rights as such holder. Nothing in this Article s$lzgply to claims of, or payments to, the Trusteder or pursuant to Section 6.6 hereof.

SECTION 13.17 Article Applicable to Paying Agents.

In case at any time any Paying Agent other thaTthstee shall have been appointed by the Compaghypea then acting hereunder, the term
"Trustee" as used in this Article shall in suchec@mless the context otherwise requires) be coadtas extending to and including such
Paying Agent within its meaning as fully for altémts and purposes as if such Paying Agent wer@damthis Article in addition to or in
place of the Trustee; provided, however, that $acti3.16 shall not apply to the Company or anylit# of the Company if it or such
Affiliate acts as Paying Agent.

SECTION 13.18 Determination of Certain Conversiand Repurchases as Payments.

For the purposes of this Article only, (a) the &ste and delivery of junior securities upon (i) wension of Securities in accordance with
Article X1V or (i) the repurchase of Securitiesagcordance with Article VIII, shall not be deentedonstitute a payment or distribution on
account of the principal of, or premium or interest Securities or on account of the purchaser@racquisition of the Securities, and (b)
payment, issuance or delivery of cash (excepttisfaation of fractional shares pursuant to

Section 14.3), property or securities (other thamdr securities) upon conversion of a Securitiedlde deemed to constitute payment on
account of the principal of such Securities. Ferplrposes of this Section, the term "junior seéiesi means (i) shares of any stock of any
class of the Company and securities into whichSbeurities are convertible pursuant to Article Xdkthe terms of the Securities and (ii)
securities of the Company which are subordinatetbin of payment to all Senior Debt which may he#standing at the time of issuance or
delivery of such securities to substantially thmeaxtent as, or to a greater extent than, therffiesware so subordinated as provided in
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this Article. Nothing contained in this Article efsewhere in this Indenture or in the Securitigatisnded to or shall impair, as among the
Company, its creditors other than holders of SeDilt and the Holders of the Securities, the righiich is absolute and unconditional, of
Holder of any Securities to convert such Securitieeccordance with Article XIV or to exchange siB#curities for Common Stock in
accordance with Article XII if the Company eleatssiatisfy the obligations under Article XII by tHelivery of Common Stock.

ARTICLE XIV
CONVERSION OF SECURITIES
SECTION 14.1 Conversion Privilege And ConversiorteRa

Subject to and upon compliance with the provisiohthis Article, at the option of the Holder thefgany Security or any portion of the
principal amount thereof which is $1,000 or angnéé multiple of $1,000 may be converted at th@gpal amount thereof, or of such portion
thereof, into fully paid and nonassessable shaasulated as to each conversion to the neare80 bfla share) of Common Stock of the
Company, at the Conversion Rate, determined asnadter provided, in effect at the time of conversiSuch conversion right shall
commence at anytime following the original issuted# the Securities and expire at the close ofnass on the Business Day immediately
preceding the date of Maturity of such Securitiexase a Security or portion thereof is calledréatemption (or delivered for repurchase, if
applicable), such conversion right in respect ef $fecurity or portion so called shall expire atdlwese of business on the Business Day
immediately preceding the Redemption Date or Reégase Date, if applicable, unless the Company dsfaumaking the payment due upon
redemption or repurchase, if applicable. The ratehdach shares of Common Stock shall be deliveqgahuconversion (the "Conversion Ra
shall be initially 20.1898 shares of Common Stamkefach $1,000 principal amount of the Securifié® Conversion Rate shall be adjuste
certain instances as provided in this Article XIV.

SECTION 14.2 Exercise Of Conversion Privilege.

In order to exercise the conversion privilege,fudder of any Security to be converted shall sutegrsuch Security, duly endorsed in blank
or assigned to the Company at any office or agefitie Company, maintained for that purpose pursteaSection 10.2 accompanied by a
duly signed notice of conversion substantiallyhia form set forth in Section 2.4 stating that thedddr elects to convert such Security or, if
less than the entire principal amount thereof ise@onverted, the portion thereof to be conve®edurities surrendered for conversion
during the period from the close of business onRegular Record Date next preceding any Interegini@at Date to the opening of business
on such Interest Payment Date shall (except ircdlse of Securities or portions thereof which haaenbcalled for redemption or are eligible
to be delivered for repurchase, the conversiontsighwhich would terminate between such RegularoRe Date and the close of business on
such Interest Payment Date) be accompanied by payimdlew York Clearing House funds or other fuadseptable to the Company of an
amount equal to the interest payable on such Isit€f@yment Date on the principal amount of
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Securities being surrendered for conversion. Exaegrovided in the preceding sentence and sutojglce last paragraph of Section 3.7, no
payment or adjustment shall be made upon any csimveon account of any interest accrued on ther8mssusurrendered for conversion or
on account of any dividends on the Common Stoakeidsipon conversion.

Securities shall be deemed to have been convenieediately prior to the close of business on theafasurrender of such Securities for
conversion in accordance with the foregoing pravisi and at such time the rights of the Holdersush Securities as Holders shall cease
the Person or Persons entitled to receive the CanBback issuable upon conversion shall be treatedlf purposes as the record holder or
holders of such Common Stock at such time. As ptlyngs practicable on or after the conversion déie Company shall issue and shall
deliver to the Trustee a certificate or certificater the number of full shares of Common Stockadde upon conversion, together with
payment in lieu of any fraction of a share, as fatest in Section 14.3. Such certificate or certifsashall be sent by the Trustee, if applicable,
to the Conversion Agent for delivery to the PersoPersons entitled to receive the Common Stocthdrcase of any Security which is
converted in part only, upon such conversion them@any shall execute and the Trustee shall autteatand deliver to the Holder thereof, at
the expense of the Company, a new Security or 8esuof authorized denominations in aggregateqgipial amount equal to the unconverted
portion of the principal amount of such Security.

SECTION 14.3 Fractions Of Shares.

No fractional shares of Common Stock shall be idsygon conversion of any Security or Securitiesadfre than one Security shall
surrendered for conversion at one time by the ddatéer, the number of full shares which shall su&ble upon conversion thereof shall be
computed on the basis of the aggregate principalamof the Securities (or specified portions thérso surrendered. Instead of any
fractional share of Common Stock which would othiseAbe issuable upon conversion of any Securiyeaurities (or specified portions
thereof), the Company will deliver to the appliablolder its check for the current market valuswth fractional share. The current market
value of a fraction of a share is determined bytiplying the current market price of a full shasethe fraction, and rounding the result to the
nearest cent. For purposes of this Section, theeumarket price of a share of Common Stock iQtosing Price Per Share of the Common
Stock on the Trading Day immediately precedingdate of conversion.
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SECTION 14.4 Adjustment Of Conversion Rate.
The Conversion Rate shall be subject to adjustinent time to time as follows:

(1) In case the Company shall pay or make a diddarother distribution on any class of Capitalc&tof the Company payable in shares of
Common Stock, the Conversion Rate in effect abftening of business on the day following the diatedffor the determination of
stockholders entitled to receive such dividendtbeodistribution shall be increased by dividinglsonversion Rate by a fraction of which
the numerator shall be the number of shares of Cam®tock outstanding at the close of business emuldite fixed for such determination ¢
the denominator shall be the sum of such numbshafes and the total number of shares constitstiog dividend or other distribution, such
increase to become effective immediately prioh® @pening of business on the day following the diaed for such determination. For the
purposes of this paragraph (1), the number of shair€ommon Stock at any time outstanding shalimdtide shares held in the treasury of
the Company but shall include shares issuablesiper of scrip certificates issued in lieu of fiaes of shares of Common Stock. The
Company will not pay any dividend or make any disttion on shares of Common Stock held in the treasf the Company.

(2) Subject to paragraph 9 of this Section 14.4ase the Company shall issue rights, options orants to all holders of its Common Stock
(other than any rights, options or warrants thathajr terms will also be issued to any Holder uponversion of a Security into Common
Stock without any action required by the Compangiroy other person) entitling them to subscribeofopurchase shares of Common Stock at
a price per share less than the current market pec share (determined as provided in paragraphofthis

Section 14.4) of the Common Stock on the date fieedhe determination of stockholders entitleddoeive such rights, options or warrants,
the Conversion Rate in effect at the opening ofrtass on the day following the date fixed for sdetermination shall be increased by
dividing such Conversion Rate by a fraction of whilke numerator shall be the number of shares ofrian Stock outstanding at the clos
business on the date fixed for such determinatios {he number of shares of Common Stock whictatiggegate of the offering price of the
total number of shares of Common Stock so offeceddibscription or purchase would purchase at suofent market price per share and the
denominator shall be the number of shares of Com8tock outstanding at the close of business odalte fixed for such determination plus
the number of shares of Common Stock so offereddbscription or purchase, such increase to beeffeetive immediately prior to the
opening of business on the day following the dixtedffor such determination. For the purposes isf plaragraph (2), the number of shares of
Common Stock at any time outstanding shall notidelshares held in the treasury of the Companghmlt include shares issuable in respect
of scrip certificates issued in lieu of fractiorfsshares of Common Stock. The Company will notésany rights, options or warrants in
respect of shares of Common Stock held in the drgasf the Company.

(3) In case outstanding shares of Common Stock seaubdivided into a greater number of shar&Sashmon Stock, the Conversion Rate
effect at the opening of business on the day faligwhe day upon which such subdivision becomescéffe shall be
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proportionately increased, and, conversely, in cagstanding shares of Common Stock shall be cosahiimo a smaller number of shares of
Common Stock, the Conversion Rate in effect abftening of business on the day following the dagrugwhich such combination becomes
effective shall be proportionately reduced, suatuction or increase, as the case may be, to beeffietive immediately prior to the openi
of business on the day following the day upon wisicbh subdivision or combination becomes effective.

(4) In case the Company shall, by dividend or otles, distribute to all holders of its Common Stoslkares of any class of its Capital Stock,
evidences of its indebtedness, cash or other a@selisding securities, but excluding (a) any righaptions or warrants referred to in
paragraph (2) of this Section, (b) any dividendlistribution paid exclusively in cash, (c) any dignd or distribution referred to in paragraph
(1) of this Section and (d) any distributions rederto in paragraph (5) of this Section), the Cosiom Rate shall be adjusted so that the same
shall equal the price determined by dividing then@osion Rate in effect immediately prior to thesd of business on the date fixed for the
determination of stockholders entitled to receivelsdistribution by a fraction of which the numerashall be the current market price per
share (determined as provided in paragraph (1igfSection) of the Common Stock on the date fifseduch determination less the then
fair market value (as determined by the Board e&&ibrs, whose determination shall be conclusivedescribed in a Board Resolution filed
with the Trustee) of the portion of the assetsreshaf Capital Stock or evidences of indebtednestistributed applicable to one share of
Common Stock and the denominator shall be sucleumarket price per share of the Common Stocky adfustment to become effective
immediately prior to the opening of business ondag following the date fixed for the determinatiminstockholders entitled to receive such
distribution.

(5) In case the Company shall, by dividend or atlige, distribute to all holders of its Common Staelsh (excluding any cash that is
distributed upon a merger or consolidation to wiSettion 14.11 applies or as part of a distributefierred to in paragraph (4) of this Section
other than those referenced in the first parerthktiontained therein) in an aggregate amount toatpined together with:

(a) the aggregate amount of any other distributtoredl holders of its Common Stock made exclugivelcash within the 12 months
preceding the date of payment of such distribugind in respect of which no adjustment pursuartitopgaragraph (5) has been made, and

(b) the aggregate of any cash plus the fair mar&lete (as determined by the Board of Directors, sehdetermination shall be conclusive and
described in a Board Resolution filed with the Tee3 of consideration payable in respect of angédenffer by the Company or any of its
subsidiaries for all or any portion of the Commdaac® concluded within the 12 months preceding thie df payment of such distribution ¢

in respect of which no adjustment pursuant to paray (6) of this Section has been made (the amafunich cash distribution together with
the amounts described in clauses (a) and

(b) above being referred to herein as the "Aggee@atsh Distribution Amount"”),
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exceeds 10% of the product of (i) the current migpkiee per share of the Common Stock on the datéhe determination of holders of she

of Common Stock entitled to receive such distrilmtitimes (ii) the number of shares of Common Stmdistanding on such date (the amount
by which the Aggregate Cash Distribution Amounteeds 10% of the product of the amounts describethirses (i) and (ii) above being
referred to herein as the "Excess Amount"), thed,ia each such case, immediately after the clbbegsiness on such date for determination,
the Conversion Rate shall be increased in accoedaitb the following formula:

EA

AC=CR/M-(O)

(M)
Where:
AC = the adjusted Conversion Rate.

CR =the Conversion Rate in effect immediately ptiothe close of business on the date fixed féereination of the stockholders entitlec
receive the applicable distribution.

M = the current market price per share (determasegdrovided in paragraph (10) of this Sectionhef Common Stock on the date fixed for
determination of the stockholders entitled to reed¢he applicable distribution.

EA = the Excess Amount.

O = the number of shares of Common Stock outstgnaiinthe date fixed for determination of the stadlbrs entitled to receive the
distribution.

(6) In case a tender offer made by the CompanyyiSaibsidiary for all or any portion of the Commstock shall expire and such tender
offer (as amended upon the expiration thereof)l sbglire the payment to stockholders (based omtiseptance (up to any maximum
specified in the terms of the tender offer) of Pxased Shares (as defined below)) of an aggregagidewation having a fair market value (as
determined by the Board of Directors, whose deteation shall be conclusive and described in a B&asblution filed with the Trustee) tt
combined together with:

(a) the aggregate of the cash plus the fair maskiee (as determined by the Board of Directors, sehdetermination shall be conclusive and
described in a Board Resolution filed with the Tee3, as of the expiration of such tender offeicaisideration payable in respect of any
other tender offer, by the Company or any Subsjdiar all or any portion of the Common Stock expiriwithin the 12 months preceding the
expiration of such tender offer and in respect bfcly no adjustment pursuant to this paragraph

(6) has been made, and
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(b) the aggregate amount of any distributions the@lders of the Company's Common Stock made ei@lysin cash within 12 months
preceding the expiration of such tender offer anckspect of which no adjustment pursuant to papy(5) of this Section has been made,

exceeds 10% of the product of (i) the current migpkiee per share of the Common Stock (determirsggravided in paragraph (10) of this
Section) as of the last time (the "Expiration Tintghders could have been made pursuant to sudbrteffer (as it may be amended), times
(i) the number of shares of Common Stock outstagdincluding any tendered shares) on the Expinafione, then, and in each such case,
immediately prior to the opening of business ondag after the date of the Expiration Time, the @Gwrion Rate shall be reduced in
accordance with the following formula:

AC=CR/(MxO)-C

(Mx (O-TS))
Where:
AC = the adjusted Conversion Rate.
CR = the Conversion Rate immediately prior to cloSbusiness on the date of the Expiration Time.

M = the current market price per share of the Com®tck (determined as provided in paragraph (L&)is Section) on the date of the
Expiration Time.

O = the number of shares of Common Stock outstan@ntluding any tendered shares) on the Expirafiome.

C = the amount of cash plus the fair market vahsedetermined by the Board of Directors, whosergetation shall be conclusive and
described in a Board Resolution filed with the Tee3 of the aggregate consideration payable tkktdders based on the acceptance (up to
any maximum specified in the terms of the tendé&rdbf Purchased Shares.

TS = the number of all shares of Common Stock fatehdered and not withdrawn as of the Expirafiame (the shares deemed so accepted
up to any such maximum, being referred to as thecliased Shares").

(7) The reclassification of Common Stock into s@®s including securities other than Common St@atker than any reclassification upon a
consolidation or merger to which Section 14.11 igsplshall be deemed to involve (a) a distributtdsuch securities other than Common
Stock to all holders of Common Stock (and the ¢iffecdate of such reclassification shall be deetodak "the date fixed for the
determination of stockholders entitled to receiwehsdistribution” and "the date fixed for such detimation” within the meaning of paragre
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(4) of this Section), and (b) a subdivision or camaltion, as the case may be, of the number of stdr€ommon Stock outstanding
immediately prior to such reclassification into thenber of shares of Common Stock outstanding ineelgl thereafter (and the effective
date of such reclassification shall be deemed tthseday upon which such subdivision becomes gffe'tor "the day upon which such
combination becomes effective", as the case magrzk;the day upon which such subdivision or coratiim becomes effective" within the
meaning of paragraph (3) of this Section).

(8) In case a tender offer made by a Person otlaerthe Company, any Subsidiary of the Compangiicemount which increases the
offeror's ownership of Common Stock to more tha%28 the Common Stock outstanding and shall invplagment by such Person of
consideration per share of Common Stock havingrarfarket value (as determined by the Board of @oes, whose determination shall be
conclusive and described in a Board Resolutioniled With the Trustee) as of the last time (theit@iiParty Expiration Time") tenders could
have been made pursuant to such tender offer (aa@yitbe amended) that exceeds the current marketqirthe Common Stock on the
Trading Day next succeeding the Third Party ExrafTime, and in which, as of the Third Party Egtion Time, the Board of Directors is
not recommending rejection of the offer, the Cosigr Rate shall be adjusted in accordance witlidl@ving formula:

AC=CR/(M1xO)

(C+ (01 x M1))
Where:
AC = the adjusted Conversion Rate.
CR =the Conversion Rate immediately prior to clokbusiness on the date of the Third Party ExjpiraTime.

M1 = the current market price per share of the Com&tock (determined as provided in paragraph ¢i@)is Section) on the date next
succeeding the Third Party Expiration Time.

O = the number of shares of Common Stock outstgn@ntluding any tendered shares) on the ThirdyFExpiration Time.

01 = the number of shares of Common Stock outstan@ess any Third Party Purchased Shares, asedfielow) outstanding on the Third
Party Expiration Time.

C = the amount of cash plus the fair market vahsedetermined by the Board of Directors, whoserdetwtion shall be conclusive and
described in a Board Resolution as filed with thestee) of the aggregate consideration payable to
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stockholders based on the acceptance (up to anymaaxspecified in the terms of the tender offer)lafrd Party Purchased Shares.

The number of all shares of Common Stock validhdered and not withdrawn as of the Third Party Eatimn Time and deemed accepted up
to any such maximum, is herein referred to as Tertl Party Purchased Shares." In the event tt@t Berson is obligated to purchase shares
pursuant to any such tender or exchange offersieh Person is permanently prevented by applidablédorm effecting any such purchases
or all such purchases are rescinded, the ConveRsata shall again be adjusted to be the ConveRsate which would then be in effect if

such tender or exchange offer had not been madeitNstanding the foregoing, the adjustment degttiim this Section 14.4(8) shall not be
made if, as of the Expiration Time, the offeringcdments with respect to such offer disclose a pfantention to cause the Company to
engage in any transaction described in Article VIII

(9) In case the Company shall issue rights, optansarrants to all holders of the Common Stocktlérg the holders thereof to subscribe for
or purchase shares of Common Stock (either injt@lunder certain circumstances), which rightgioms or warrants (i) are deemed to be
transferred with such shares of Common Stocka(@)not exercisable and (iii) are also issuedsdpeet of future issuances of Common St

in each case in clauses (i) through (iii) until toeurrence of a specified event or events ("Tridggent"), shall for purposes of this Section
14.4 not be deemed issued or distributed untibdmirrence of the earliest Trigger Event, whereugparh rights, options and warrants shall
be deemed to have been distributed and an app®pdgustment (if any is required) to the Converdkate shall be made under this Section
14.4. If any such rights, options or warrants, iidahg any such existing rights, options or warratissributed prior to the date of this
Indenture are subject to subsequent events, ugoociturrence of each of which such rights, optmmsarrants shall become exercisable to
purchase different securities, evidences of indbi#es or other assets, then the occurrence ofseabhevent shall be deemed to be such date
of distribution and record date with respect to mighits, options or warrants (and a terminatioexpiration of the existing rights, options or
warrants without exercise by the holder thereafaddition, in the event of any distribution (oedeed distribution) of rights, options or
warrants, or any Trigger Event with respect therdtat was counted for purposes of calculatings&ribution amount for which an adjustment
to the Conversion Rate under this

Section 14.4 was made, (a) in the case of any 8glts, options or warrant which shall all have theedeemed or repurchased without
exercise by any holders thereof, the Conversioe Rlaall be readjusted upon such final redempticepurchase to give effect to such
distribution or Trigger Event, as the case maydsehough it were a cash distribution, equal topttreshare redemption or repurchase price
received by a holder or holders of Common Stock wéspect to such rights, options or warrants agsy such holder had retained such
rights, options or warrants), made to all holddr€oemmon Stock as of the date of such redempticemurchase, and (b) in the case of such
rights, options or warrants which shall have expiwe been terminated without exercise by any heltleereof, the Conversion Rate shall be
readjusted as if such rights, options and warraatsnot been issued.

(10) For the purpose of any computation under pags (2), (4), (5),
(6) and (8) of this Section, the current marketgper share of Common Stock on any date shalébmdd to
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be the average of the daily closing prices forfibe consecutive Trading Days selected by the Comgammencing not more than 10
Trading Days before, and ending not later tharetimier of the day in question and the day befoee"ex" date with request to the issuance or
distribution requiring such computation. The clgsprice for each day shall be the last reporteglssatice regular way or, in case no such
reported sale takes place on such day, the avefabe reported closing bid and asked prices regudgy, in either case on the Nasdaq
National Market Exchange or, if the Common Stockasquoted on the Nasdaq National Market, on tivecjpal national securities exchar

on which the Common Stock is listed or admittettadling or, if the Common Stock is not listed oméitled to trading on any national
securities exchange or quoted on the Nasdaq Nafibewket, the average of the closing bid and agkézes in the over-the-counter market as
furnished by any New York Stock Exchange memben felected from time to time by the Company fot thapose. For purposes of this
paragraph, the term ""ex' date", when used witheetsto any issuance or distribution, means tts diate on which the Common Stock trades
regular way on such exchange or in such marketowrttthe right to receive such issuance or distidiout

(11) No adjustment in the Conversion Rate shafiggiired unless such adjustment (plus any adjussman previously made by reason of
this paragraph

(11)) would require an increase or decrease afat|1% in such rate; provided, however, that aijlysements which by reason of this
paragraph (11) are not required to be made shalhlyed forward and taken into account in any sghent adjustment. All calculations un
this paragraph (11) shall be made to the nearesiocao the nearest one-hundredth of a shardeasase may be.

(12) The Company may make such increases in thedlsion Rate, in addition to those required by 8estion, as it considers to be
advisable in order to avoid or diminish any incaiaeto any holders of shares of Common Stock resuftom any dividend or distribution

of stock or issuance of rights or warrants to pasehor subscribe for stock or from any event toeagesuch for income tax purposes or for
any other reasons. The Company shall have the powesolve any ambiguity or correct any errotis paragraph (12) and its actions in so
doing shall, absent manifest error, be final anactgsive.

(13) To the extent permitted by applicable law, @@npany from time to time may increase the ConwrrRate by any amount for any
period of time if the period is at least 20 day, increase is irrevocable during such period,thadoard of Directors shall have made a
determination that such increase would be in trst inéerests of the Company, which determinaticalldie conclusive; provided, however,
that no such increase shall be taken into accaungudrposes of determining whether the ClosingePiFier Share of the Common Stock
exceeds the Conversion Price by 105% in connegtittnan event which would otherwise be a ChangEaiftrol. Whenever the Conversion
Rate is increased pursuant to the preceding sextére Company shall give notice of the increagbadHolders in the manner provided in
Section 1.6 at least 15 days prior to the daténtreased Conversion Rate takes effect, and suitershall state the increased Conversion
Rate and the period during which it will be in effe
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SECTION 14.5 Notice Of Adjustments Of ConversioneRa
Whenever the Conversion Rate is adjusted as hgreiunded:

(1) the Company shall compute the adjusted CoreRate in accordance with Section 14.4 and shefigre an Officers' Certificate, one of
the signatories of which shall be the Treasurethief Financial Officer of the Company, settingtfothe adjusted Conversion Rate and
showing in reasonable detail the calculation ofatipisted Conversion Rate and the facts upon wahich adjustment is based, and such
certificate shall promptly be filed with the Trustand with each Conversion Agent and at each offiGgency maintained for the purpose of
conversion of Securities pursuant to

Section 10.2; and

(2) a notice stating that the Conversion Rate le@s ladjusted and setting forth the adjusted CoioreRate shall forthwith be prepared, and
as soon as practicable after it is prepared, sathenshall be mailed by the Company to all Holderaccordance with Section 1.6.

Unless and until a Responsible Officer of the Teasthall receive an Officers' Certificate settiogtf an adjusted Conversion Rate, the
Trustee may assume without inquiry that no adjustrhas been made and that the last ConversiondRatkich it has notice remains in
effect.

SECTION 14.6 Notice Of Certain Corporate Action.
In case:

(1) the Company shall declare a dividend (or amgodistribution) on its Common Stock payable theowise than exclusively in cash or (b)
exclusively in cash in an amount that would reqaing adjustment pursuant to
Section 14.4;

(2) the Company shall authorize the granting tohthielers of its Common Stock of rights, optionsvarrants to subscribe for or purchase any
shares of Capital Stock of any class or of anyratigéts;

(3) of any reclassification of the Common Stocktaf Company, or of any consolidation, merger oresleachange to which the Company
party and for which approval of any stockholdershaf Company is required, or of the conveyancegdgesale, transfer or other disposition of
all or substantially all of the assets of the Comypar

(4) of the voluntary or involuntary dissolutionguiidation or winding up of the Company;

then the Company shall cause to be filed at editeadr agency maintained for the purpose of cosieerof Securities pursuant to Section
10.2, and shall cause to be mailed to all Holdersccordance with Section 1.6, at least 20 day&@atays in any case specified in clause (1)
or (2) above) prior to the applicable record oeefiive date hereinafter specified, a notice statyghe date on which a record is to betaken
for the purpose of such dividend, distributionhtig
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options or warrants, or, if a record is not to &leen, the date as of which the holders of CommonkStf record to be entitled to such
dividend, distribution, rights, options or warraate to be determined, or (y) the date on whiclh saclassification, consolidation, merger,
share exchange, conveyance, lease, sale, tradisigosition, dissolution, liquidation or winding igoexpected to become effective, and the
date as of which it is expected that holders of @am Stock of record shall be entitled to exchamgér shares of Common Stock for
securities, cash or other property deliverable unarh reclassification, consolidation, merger, slechange, conveyance, lease, sale,
transfer, disposition, dissolution, liquidationwinding up. Neither the failure to give such notice any defect therein shall affect the leg:
or validity of the proceedings described in claud8shrough (4) of this Section 14.6. If at thedi the Trustee shall not be the Conversion
Agent, a copy of such notice shall also forthwiéhfited by the Company with the Trustee.

The Company shall cause to be filed at the Corporatst Office and each office or agency maintaifoedhe purpose of conversion of
Securities pursuant to Section 10.2, and shallectube provided to all Holders in accordance \Bigiction 1.6, notice of any tender offer by
the Company or any Subsidiary for all or any partid the Common Stock at or about the time thah swatice of tender offer is provided to
the public generally.

SECTION 14.7 Company To Reserve Common Stock.

The Company shall at all times reserve and keejtedl@, free from preemptive or similar rights, aitits authorized but unissued Common
Stock, for the purpose of effecting the conversibBecurities, the full number of shares of Comr&tock then issuable upon the conversion
of all Outstanding Securities.

SECTION 14.8 Taxes On Conversions.

Except as provided in the next sentence, the Coywidhpay any and all taxes or duties that mayphgable in respect of the issue or
delivery of shares of Common Stock on conversioBexurities pursuant hereto. The Company shallhastever, be required to pay any tax
or duty which may be payable in respect of anysf@ninvolved in the issue or delivery of share€ofmmon Stock in a name other than that
of the Holder of the Security or Securities to bewerted, and no such issue or delivery shall bédenumless and until the Person requesting
such issue has paid to the Company the amountyadwaeh tax or duty, or has established to thefaatisn of the Company that such tax or
duty has been paid.

SECTION 14.9 Covenant As To Common Stock.

The Company agrees that all shares of Common Sthiadh may be issued upon conversion of Securitilswpon issuance, have been duly
authorized and validly issued and will be fully gyaind nonassessable and, except as provided iois&dt8, the Company will pay all taxes,
liens and charges with respect to the issue thereof
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SECTION 14.10 Cancellation Of Converted Securities.

All Securities delivered for conversion shall béivered to the Trustee or its agent to be cancbiedr at the direction of the Trustee, which
shall dispose of the same as provided in Sectign 3.

SECTION 14.11 Provisions In Case Of ConsolidatMerger Or Sale Of Assets.

In case of any consolidation of the Company withmerger of the Company into, any other Person,maesger of another Person into the
Company (other than a merger which does not r@salty reclassification, conversion, exchange ace#ation of outstanding shares of
Common Stock of the Company) or any conveyancseglesale, transfer or other disposition of alluystantially all of the assets of the
Company, the Person formed by such consolidatiorsriting from such merger or to which acquireshsassets, as the case may be, shall
execute and deliver to the Trustee a supplemamdehiture providing that the Holder of each Secuhgn Outstanding shall, without the
consent of the Holders, have the right thereatitecpnvert each Security into the kind and amodiseaurities, cash and other property
receivable upon such consolidation, merger, convegdease, sale, transfer or other dispositioa bglder of the number of shares of
Common Stock of the Company into which such Seganight have been converted immediately prior tthsconsolidation, merger,
conveyance, lease, sale, transfer or other disposédssuming such holder of Common Stock of thea@amy (i) is not a Person with which
the Company consolidated or into which the Compaeyged or which merged into the Company or to wkieth sale, conveyance, lease,
transfer or other disposition was made, as the wasebe ("Constituent Person”), or an Affiliateso€onstituent Person and (ii) failed to
exercise his or her rights of election, if anyt@the kind or amount of securities, cash and gineperty receivable upon such consolidation,
merger, conveyance, lease, sale, transfer or dtbposition (provided that if the kind or amountseturities, cash and other property
receivable upon such consolidation, merger, conveydease, sale, transfer or other dispositiomighe same for each share of Common
Stock of the Company held immediately prior to sachsolidation, merger, conveyance, lease, salesfer or other disposition by other than
a Constituent Person or an Affiliate thereof andeispect of which such rights of election shall mate been exercised ("Non-electing
Share"), then for the purpose of this Section ihd knd amount of securities, cash and other ptppeceivable upon such consolidation,
merger, conveyance, lease, sale, transfer or dibposition by the holder of each Non-electing 8tsirall be deemed to be the kind and
amount so receivable per share by a plurality ethtblders of the Non-electing Shares), and assurifiagch consolidation, merger,
conveyance, lease, sale, transfer or other dispos# prior to the date upon which the Securifiest become convertible, that the Securities
were convertible at the time of such consolidatioerger, conveyance, lease, sale, transfer or dtbgosition at the initial Conversion Rate
specified in

Section 14.1 as adjusted from the date of the igsuaf the applicable Securities to such time pamsto Section 14.4. Such supplemental
indenture shall provide for adjustments which,deents subsequent to the effective date of sugblsugntal indenture, shall be as nearly
equivalent as may be practicable to the adjustnpotgded for in this Article. The above provisiooisthis Section shall similarly apply to
successive consolidations, mergers, conveyana®desales, transfers or other dispositions.
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Neither the Trustee nor any Conversion Agent dallinder any duty or responsibility with respecany such certificate or the informati

and calculations contained therein, except to éitiib same to any Holder of Securities desirirgpéettion thereof at its office during normal
business hours, and shall not be deemed to haweléage of any adjustment in the Conversion Ratessnd until a Responsible Officer of
the Trustee shall have received such a certifit#tdl a Responsible Officer of the Trustee receigach a certificate, the Trustee and each
Conversion Agent may assume without inquiry thatlést Conversion Rate of which the Trustee hasviedge of remains in effect.

SECTION 14.12 Responsibility of Trustee for ConiansProvisions.

The Trustee, subject to the provisions of Secti@ &nd any Conversion Agent shall not at any timeinder any duty or responsibility to ¢
Holder of Securities to determine whether any fagist which may require any adjustment of the Gusion Rate, or with respect to the
nature or extent of any such adjustment when n@adeith respect to the method employed, hereimany supplemental indenture provided
to be employed, in making the same, or whethepgalsmental indenture need be entered into. NettieeiTrustee, subject to the provision:
Section 6.2, nor any Conversion Agent shall be aetable with respect to the validity or value (oe kind or amount) of any Common Stc
or of any other securities or property or cash,clwhinay at any time be issued or delivered upordimwersion of any Security; and it or they
do not make any representation with respect theither the Trustee, subject to the provisionS@dtion 6.2, nor any Conversion Agent
shall be responsible for any failure of the Comptmgnake or calculate any cash payment or to igsaiesfer or deliver any shares of
Common Stock or share certificates or other seéeardr property or cash upon the surrender of aouity for the purpose of conversion;
and the Trustee, subject to the provisions of 8edi2, and any Conversion Agent shall not be nesipte for any failure of the Company to
comply with any of the covenants of the Companytaimied in this Article.

ARTICLE XV
MEETINGS OF HOLDERS OF SECURITIES
SECTION 15.1 Purposes For Which Meetings May Béedal

A meeting of Holders of Securities may be calledrat time and from time to time pursuant to thisidke to make, give or take any request,
demand, authorization, direction, notice, consemtyer or other action provided by this Indentwdé made, given or taken by Holders of
Securities.

SECTION 15.2 Call, Notice And Place Of Meetings.

(a) The Trustee may at any time call a meetingatieirs of Securities for any purpose specifiedeot®®n 15.1, to be held at such time and at
such place in the Borough of Manhattan, The CitiNefv York, as the Trustee shall determine. Noticevery meeting of
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Holders of Securities, setting forth the time alne place of such meeting and in general termsdtienaproposed to be taken at such meeting,
shall be given, in the manner provided in Secti@) ot less than 21 nor more than 180 days pitine date fixed for the meeting.

(b) In case at any time the Company, pursuantBoad Resolution, or the Holders of at least 10%rincipal amount of the Outstanding
Securities shall have requested the Trustee t@caketing of the Holders of Securities for anyppsge specified in Section 15.1, by written
request setting forth in reasonable detail theoagbroposed to be taken at the meeting, and thetdeshall not have mailed the notice of ¢
meeting within 21 days after receipt of such regoeshall not thereafter proceed to cause theinteéd be held as provided herein, then the
Company or the Holders of Securities in the amapetified, as the case may be, may determinertteeand the place in the Borough of
Manhattan, the City of New York, for such meetimgianay call such meeting for such purposes by giviotice thereof as provided in
paragraph

(a) of this Section.

SECTION 15.3 Persons Entitled To Vote At Meetings.

To be entitled to vote at any meeting of HolderSeturities, a Person shall be (i) a Holder ofanmore Outstanding Securities, or (ii) a
Person appointed by an instrument in writing axpffor a Holder or Holders of one or more Outstagdbecurities by such Holder or
Holders. The only Persons who shall be entitlebet@resent or to speak at any meeting of Holdexl Isé the Persons entitled to vote at such
meeting and their counsel, any representativelseoltustee and its counsel and any representatiiee Company and its counsel.

SECTION 15.4 Quorum; Action.

The Persons entitled to vote a majority in aggregaincipal amount of the Outstanding SecuritiesIstonstitute a quorum. In the absence of
a quorum within 30 minutes of the time appointedaioy such meeting, the meeting shall, if convemtatie request of Holders of Securities,
be dissolved. In any other case, the meeting madfmirned for a period of not less than 10 daydedsrmined by the chairman of the
meeting prior to the adjournment of such meetinghk absence of a quorum at any such adjournetingesuch adjourned meeting may be
further adjourned for a period not less than 10sdes/determined by the chairman of the meeting pithe adjournment of such adjourned
meeting (subject to repeated applications of targence). Notice of the reconvening of any adjodimeeting shall be given as provided in
Section 15.2(a), except that such notice need\umnginly once not less than five days prior todage on which the meeting is scheduled to
be reconvened. Notice of the reconvening of aniadpd meeting shall state expressly the percemtbiie principal amount of the
Outstanding Securities which shall constitute argomo

Subject to the foregoing, at the reconvening of megting adjourned for a lack of a quorum, the dtes®ntitled to vote 25% in principal
amount of the Outstanding Securities at the tinad slonstitute a quorum for the taking of any actiet forth in the notice of the original
meeting.
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At a meeting or an adjourned meeting duly recongiearel at which a quorum is present as aforesaydremolution and all matters (except as
limited by the proviso to Section 9.2 and excephmextent Section 10.8 requires a different vskall be effectively passed and decided if
passed or decided by the lesser of (i) the HoldEm®t less than a majority in principal amountaftstanding Securities and (ii) the Persons
entitled to vote not less than 66-2/3% in princigadount of Outstanding Securities represented atitleel to vote at such meeting.

Any resolution passed or decisions taken at anytingeef Holders of Securities duly held in accordanvith this Section shall be binding on
all the Holders of Securities whether or not présemepresented at the meeting. The Trustee shdlg name and at the expense of the
Company, notify all the Holders of Securities of auch resolutions or decisions pursuant to Sedtién

SECTION 15.5 Determination Of Voting Rights; ContdAad Adjournment Of Meetings.

(a) Notwithstanding any other provisions of thidénture, the Trustee may make such reasonableatiEmd as it may deem advisable for :
meeting of Holders of Securities in regard to profothe holding of Securities and of the appointt@rproxies and in regard to the
appointment and duties of inspectors of votessth®nission and examination of proxies, certificatied other evidence of the right to vote,
and such other matters concerning the conducteofitbeting as it shall deem appropriate. Exceptleswise permitted or required by any
such regulations, the holding of Securities shalptoved in the manner specified in Section 1.4thadappointment of any proxy shall be
proved in the manner specified in Section 1.4 ohéwying the signature of the Person executing theypguaranteed by any bank, broker or
other eligible institution participating in a recoged medallion signature guarantee program.

(b) The Trustee shall, by an instrument in writingpoint a temporary chairman (which may be thestBe) of the meeting, unless the mee
shall have been called by the Company or by Holde&ecurities as provided in

Section 15.2(a), in which case the Company or thieléts of Securities calling the meeting, as treegaay be, shall in like manner appoint a
temporary chairman. A permanent chairman and ageent secretary of the meeting shall be electedt® of the Persons entitled to vote a
majority in principal amount of the Outstanding Geties represented at the meeting.

(c) At any meeting, each Holder of a Security anqgrshall be entitled to one vote for each $1,000gipal amount of Securities held or
represented by such Holder; provided, however,rtbatote shall be cast or counted at any meetimgdpect of any Security challenged as
not Outstanding and ruled by the chairman of theting to be not Outstanding. The chairman of theting shall have no right to vote,
except as a Holder of a Security or proxy.

(d) Any meeting of Holders of Securities duly cdljgursuant to
Section 15.2 at which a quorum is present may feuatkd from time to time by Persons entitled tteva
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majority in principal amount of the Outstanding Geties represented at the meeting, and the megtmgbe held as so adjourned without
further notice.

SECTION 15.6 Counting Votes And Recording ActionNDdetings.

The vote upon any resolution submitted to any mgetf Holders of Securities shall be by writtenldial on which shall be subscribed the
signatures of the Holders of Securities or of thepresentatives by proxy and the principal amoah&tated Maturity and serial numbers of
the Outstanding Securities held or representedhéynt The permanent chairman of the meeting shpiaptwo inspectors of votes who st
count all votes cast at the meeting for or againgtresolution and who shall make and file withsberetary of the meeting their verified
written reports in duplicate of all votes casttad tneeting. A record, at least in duplicate, ofgheceedings of each meeting of Holders of
Securities shall be prepared by the secretaryefrtbeting and there shall be attached to saiddeheroriginal reports of the inspectors of
votes on any vote by ballot taken thereat and a¥iid by one or more Persons having knowledgeefdhts setting forth a copy of the notice
of the meeting and showing that said notice wasrgas provided in

Section 15.2 and, if applicable, Section 15.4. Eaay shall be signed and verified by the affidaeit the permanent chairman and secretary
of the meeting and one such copy shall be delivierékde Company and another to the Trustee to ésepved by the Trustee, the latter to |
attached thereto the ballots voted at the meefing.record so signed and verified shall be congtusividence of the matters therein stated.
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IN WITNESS WHEREOF, the parties hereto have catisisdndenture to be duly executed, and their retbpe corporate seals to be heret
affixed and attested, all as of the day and yest dibove written.

ADVANCED ENERGY INDUSTRIES, INC.

By: /s/ DOUGLAS S. SCHATZ
Name: Douglas S. Schatz
Title: Chief Executive Oficer,
Presi dent or Executive Vice
Presi dent

[SEAL]
STATE STREET BANK AND TRUST COMPANY OF
CALIFORNIA, N.A., as Trustee
By: /s/ MARK HENSON
Name: Mark Henson
Title: Assistant Vice President
[SEAL]
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EXHIBIT 10.2

OEM
GLOBAL PURCHASE AGREEMENT
Agreement Number: 20016

This Global Purchase Agreement ("GPA" or "Agreerfjeistentered into by ADVANCED ENERGY INDUSTRIES\IC. (referred to as
"Supplier", "you" or "your") and LAM RESEARCH CORMRATION and any of its wholly-owned subsidiariesféreed to as "Lam") as of
the following date: October 12, 1999 ("Effectivet®a. Each of the words "parties”, "us", "we" owtd collectively refers to both Supplier
and Lam.

1. RECITALS:

1.1. Purpose: This GPA documents our agreemeriulocustomer-supplier relationship. It includesigrd terms for Lam's purchase of
goods and services. Although these purchase teilinsower most situations, attachments to this GR4dy be included to address specific
circumstances.

1.2. Prior Review: Prior to signing this GPA, Laeguests that you review it with your point of carttat Lam, and Lam assumes that you
have reviewed it and that you understand it thonbugo that your and our performance requiremetitde met.

In consideration of the mutual obligations and iémeet forth in this GPA, the parties agree deves:
2. GENERAL MATTERS:

2.1. Scope: This GPA applies to any purchase of Pooducts or Services by Lam ("Order") during tiwen of this GPA, whether or not this
GPA is referenced in the documentation of such Ofeler Orders issued but not fulfilled prior to @gpion of this GPA, the terms of this
GPA shall continue to apply.

2.2. Term: The term of this GPA is three (3) ydeos the Effective Date. This agreement may beredee for additional one (1) year terms
at the GPA's anniversary, if both parties agreeriting within 60 days of the termination date.

2.3. Definitions: Words in this GPA, which are aefil either when they first appear or in the "Défmis" section at the end of this GPA, s
be interpreted throughout the GPA consistent witsé¢ definitions.

3. YOUR OBLIGATIONS AND RIGHTS:

3.1. Product and Process Quality: Lam has chosdn tmsiness with you based upon your reputatioality of Products, ability to perform
or other business reasons which support Lam's ¢dg@t of your reliability in Product and processatity. As part of your continuing
commitment to quality, you agree to the performamecpiirements described in this GPA.

3.2. Specifications and Quality Protocols: Lam kpadvide you with technical specifications anddoawings for each Product
("Specifications"), as well as quality control erigx pertaining to your Products and processesdliQuRequirements”). You must comply
with the Specifications and Quality Requirementaletimes. If mutually agreed, you may be requitederify compliance through testing,
inspection and/or issuance of a certificate of clienpe.



3.3. Technical Support Documents: Supplier shailiih one complete set of the required documesitsdiin Schedule 1 of this Agreement
applicable to your products sold to Lam. These dwnts shall be provided at no cost to Lam. Deliwdrthese documents is a critical
performance objective. Reference Section 25.16.

3.4. Critical Components: You agree to abide byalbCritical Components listed in the "Critical @ponents List" of Attachment E. If no
Critical Components are listed, then AttachmenbEsdnot apply to you.

3.5. Continued Service and Parts Supply: Subjegdtw rights to discontinue availability of Prodsicinder the "Cancellation" section of this
GPA (see paragraph 21.1), you grant Lam the opti@ontinue to purchase service and support, gridaement parts from you in support of
Products for a period of seven (7) years after kdast purchase of such Product.

3.6. Production Lines; Change Control Requiremdras reserves the right periodically to review am&pect your facilities, manufacturing
processes, materials and subcontractors; and yadugsie Lam 90 days prior written notice of anysenably significant changes made or
anticipated in such items. If you fail to obtainniva prior approval for significant changes and icar@ to ship Product or perform Services,
Lam may, at its option and in addition to all othemedies do one of the following: 1) return sucbdact or suspend such Services without
further liability to Lam; 2) accept such ProductSmrvices but with a deduction in the price Lam hpay you, if any, as mutually agreed; or
3) inspect and approve such changes with apprepmiatice, or 4) terminate this Agreement.

3.7. Engineering Change Notification (ECN): Suppiieust provide prompt notice to Lam of Signific&tianges to processes and/or desi
Product. This natification shall be sent eitherSupplier's e-mail, service bulletin, facsimile,noail. The ECN will provide complete written
details along with drawings so that Lam will hawenplete understanding of proposed change(s). Upoeipt of the proposed ECN, Lam v
have ten (10) working days to review and respottteeiapproving or disapproving the proposed cha)gH(no response is received within
ten (10) working days, Supplier will notify Lam tife consequences and Supplier's planned actioppliSuagrees not to ship to Lam any
proposed changes without obtaining Lam's writteprayal in advance. Supplier understands and agine¢sin oral change authorization fr
any Lam employee is not sufficient and Lam hasiatuillty for changed Product, absent Lam's writtgproval for the changes. If you fail to
obtain Lam's prior approval for Significant Changesl continue to ship Product or perform Servitas) may, at its option and in additior
all other remedies do one of the following: 1) ratauch Product or suspend such Services withaethtefuliability to Lam; 2) accept such
Product or Services but with a deduction in thegtiam must pay you, if any, as mutually agree8)anspect and approve such changes
with appropriate notice, or 4) terminate this Agnemat.

3.8. Provision of Services: You agree to providesthServices set forth in the Order and in the by of Services and/or Support attac
as Attachment A (and Attachment B if applicablehieh is incorporated here by reference. Your Ses/ghall be performed by qualified,
certified and adequately supervised personnel. Amially agreed, you may be required to verify cdamte of the Services through testing,
inspection and/or issuance of a certificate of cliempe. If no Services are set forth in Attachméraind B, then Attachment A and/or B do
not apply to you.



4. DELIVERY:

4.1. Force Majeure: Neither party shall be lialnedny costs, losses, damages, claims or lialsil{tibamages") due to non-performance
caused by events totally beyond its control ("Fdviegeure™); provided that the non-performing partgvides prompt written notice to the
other party of anticipated or existing Force Magavents and uses all reasonable diligence torpedaring and after the Force Majeure
event.

4.2. Delivery: Delivery of Products shall be (i) tre delivery date specified in the Order, (ii) F@&ur dock, (iii) in accordance with Lam's
packaging specifications, and (iv) via carrier sfied in the Order (or, if no carrier is specifigdlen a common carrier from Lam's Authorized
Traffic Guide). You shall notify Lam immediately afhy anticipated late deliveries or facility shutehs. If necessary to ensure timely
delivery, you shall deliver via expedited transiyaur cost, except that Lam will pay such costdtessitated solely by either Lam's delay or
Lam's request.

4.3. Accompanying Materials: One complete set afudeentation and/or operating and maintenance msifoiakach Product supplied to
Lam will be furnished at no cost to Lam. Supplielt wot be required to ship a manual with each deiivered to Lam. Supplier shall provide
updated documents when made available by the Sugtlno cost to Lam.

4.4. Non-conforming Deliveries: Any Products notamformance with the Order on the date of delivaay be rejected and returned at your
expense. Any Services not in conformance with thde©or Attachment A or Attachment B on the datp@fformance may be rejected and
suspended. Lam shall notify you of the groundgégection. Lam may

(i) permit you to cure the non-conformance, (iincal such non-conforming Products or Services witlost or liability to Lam,

(iiif) or accept them with a reasonable reductiothim purchase price owed by Lam, as mutually agreed

5. DELIVERY AND QUALITY GOALS:

5.1. Delivery and Quality Goals: Complying with eduled delivery dates, Specifications and Qualiggitrements is a critical performance
objective. All Products shipped by you must meanlsagoals for consistency in Specifications, Qualequirements and scheduled delivery
dates ("Goals"). Lam may review and adjust thesal$Gperiodically based upon Lam's business neefisdee Section 25.16.

6. QUALITY; ACCEPTANCE; RELIABILITY:

6.1. Criteria: All Products supplied shall complitwProduct Specifications and Quality Requireme8tsgpplier shall demonstrate such
compliance and Lam's personnel may witness antecetast. Supplier shall make available approptitbnical support. Lam shall have the
right to make any inspection or appropriately that Lam shall deem advisable before and aftemséi of Product to insure that the Product
meets mutually agreed upon specifications. Paywiegtipplier's invoices shall not constitute accepéa approval or certification by Lam,
and shall not relieve Supplier of any warranty treo obligation set forth herein or under the Law.

6.2. Non-conforming Product: With respect to anwmoduct delivery which Lam determines is non-comfing to mutually agreed
specifications, Lam may, at its option: (i) witt80 days of receipt of non-consigned Product oriwifi® days of removal of Product from the
consignment inventory, reject and return the Prgdurovided that Lam shows future usage, to Supfitlewhich case Supplier shall bear the
risk of loss or damage during transit from Lam'siafacturing facility to Supplier's local servicesility). After 30 days only options (ii) and
(iii) will apply; (i) make the Product availablef correction at Lam's facility.
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Supplier shall promptly correct any defect at kpense, either by repairing or replacing any défegtart(s) or by replacing the Product
within ten (10) working days after your receipttioé rejected Products; or (iii) accept or keepRhaduct with a deduction in the price of the
Product, as reasonably determined by the partieg.PXoducts or portions thereof replaced by youi fie@ome your property. Lam agrees to
pay Supplier for all charges associated with therneand testing of Products which pass all Suppltests without any corrective action and
are determined to meet the mutually agreed spatidics (at time of original shipment). See Attachtri2 for schedule of agreed upon
charges.

6.3. Reliability: Product reliability in the fieldill also meet all reliability portions of Produgpecifications. In addition, certain specifications
may require that Lam and/or its customer will hageess to spares locally. All reliability perfornsarspecifications (e.g. uptime or
availability, MTBFp, MTBAp) will be defined and muilly agreed upon by the parties; a resulting Réitg Performance Specifications will
be mutually signed and attached hereto as Schadflthe GPA. In those specific cases where Predaret shown to provide less than the
agreed reliability performance specifications ocagreriod of time, Lam and Supplier will work togetho define mutually acceptable
corrective actions to remedy the situation.

6.4. Reliability Road Map: If a product listed iot&dule 2 of this Agreement does not meet the redueliability specification, Supplier sh
provide to Lam Commodity Manager a road map idgimtif steps Supplier will take, including milestonsensure that the product meets
required reliability specification.

7. INSPECTION AND TESTING:

7.1. Procedures: Supplier shall maintain calibratagable inspection and test equipment, and ageddnspection procedures. Supplier must
not proceed with production until all appropriateans for inspecting and testing per mutually agrgemh Specifications and Quality
Requirements are met. Lam may reject any materaalyzed without proper verification of compliancemutually agreed upon

Specifications and Quality Requirements.

7.2. Inspection Records: Supplier shall, on reghgsSupplier Quality Engineering, provide evidesbewing that Supplier's inspection and
testing methods are consistent with Lam's qualiidelines on correlation between Lam and Suppfispéction and test results.

8. ACCEPTANCE SAMPLING AND SCREENING:

8.1. Change in Quality Requirements: Lam reservesight to alter its quality requirements for guemce and to change accordingly the
acceptable quality levels. In conjunction with thiam agrees to provide Supplier with written adsanotification of changes to the stated
requirements.

9. SOURCE INSPECTION:

9.1. Source Inspection Requirements: Supplier mugport Lam Source Inspection as designated by bachper the "Lam Source Inspect
Procedure for Suppliers”. Supplier must provide nspace, access to inspection equipment, ancaéudil of inspection personnel as
needed for Lam Source Inspection. The Lam Inspeaeilbnot proceed with inspection unless Supplias ldemonstrated that all requirements
have been met.



9.2. Certificate of Conformance: You will provideCartificate Of Conformance (COC) with each Prodiretluding repaired Products,
certifying that the original or repaired Productatseor exceeds the mutually agreed upon Speciitatnd Quality Requirements.

10. FAILURE REPORTING:

10.1. Failure Reporting: Whenever requested by Laard,with respect to specific identified failed éwots, you will provide to Lam's
Commodity Management a worldwide Failure Analydisntifying the following:

10.1.1. Percentage of No-Trouble-Found ("NTF")ref failed Product over the past six months
10.1.2. Total number of assemblies of the failemtBct repaired in the past six months

10.1.3. Component or assemblies you replaced ifaitel Product that fixed the cause of the failure
10.1.4. Pareto of defective components used tdrrdpafailed Product over the past six months
10.1.5. Engineering changes that have been rel¢lhaediould have affected the failure

10.1.6. Revision level of the Product assembly wieeeived by Supplier

10.1.7. Latest revision level of the repairs toftiked Product

10.1.8. Date received by the Supplier

10.1.9. Date original Product was shipped to Lam

10.2. Root Cause/Failure Analysis Report: You pithvide upon request a Root Cause Analysis repofaibed Product. The Root Cause
Analysis report will be sent to Lam's Commodity Mger containing the following information:

10.2.1. Testing before any repair activity and doent failure symptoms

10.2.2. Percentage of No-Trouble-Found (NTF) offtliled Product over the past six months
10.2.3. Total number of assemblies of the failemtBct repaired in the past six months

10.2.4. Component or assemblies replaced that fixeg@roblem

10.2.5. Pareto of defective components used tdrrdpafailed Product over the past six months
10.2.6. A detailed analysis of the cause of thieafaito the component level including photographs
10.2.7. Engineering changes that have been rel¢haediould affect this failure

10.2.8. Revision level of the assembly when reaklwe Supplier

10.2.9. Latest revision level of the repairs toftied Product

10.2.10. Date received by the Supplier

10.3. Corrective Action Report: Supplier shall pde/upon specific request a Corrective Action Regetailing the required steps to prevent
future recurrence of the same failure. This reqoastt be received prior to receipt of the defectiaé from Lam. This report is due within
working days after issuance of the final Root Céteidure Analysis report. Lam reserves the righapprove the permanent corrective action
steps prior to implementation.

10.4. Delivery of Reports: Supplier shall providqen specific request a preliminary Root Cause/Faifnalysis within fifteen days after L¢
has returned the defective product to Supplierefailed Root Cause/ Failure Analysis will be avaiawithin 30 days after the defective
product is received by Supplier. Supplier shalbadsovide a Failure Report on a monthly basis.Refee Section 25.16.
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11. PACKAGING AND LABELING:

11.1. Clean Room Requirements: Clean room partdwitleaned and packaged to Lam's clean roomfggaitins. For clean room
guidelines refer to Lam Product Protection ProcedBiart Number:
505-100342-001). This section does not apply toghded Energy.

11.2. Packaging and Crating Guidelines: Both nesd®ct and Repaired product will be shipped (on¢ ipdcam approved packaging
appropriate for shipping anywhere in the world byface or air without damage to the part. The pgitigamaterial will contain no foam
"peanuts” or chips. For crating guidelines, see 'sd@nating Instructions (Part Number: 505-100294)060r repaired product packaging
guidelines, see Lam's Packaging Instructions (Raniber:

603-090436-001). Lam reserves the right to revissvgackaging method used by Supplier to ship tbdut. Supplier's packaging and
shipping practices shall be designed to protecptbduct against damage, adjustment, change ibratbn, etc., and impairment of the
Product's functional integrity as originally shiplpte Customer.

11.3. Bar Code Requirement: Supplier shall be reduo affix to one end of the approved packingaa ®ode label with readable/legible
markings for all shipments. This process shallbplémented by 3/01/00.

11.4. ESD Requirement: Lam and Supplier shall eired to utilize processes, procedures and pacgabat protects the Product against
Electrostatic Discharge (ESD) damage.

12. WARRANTY:

12.1. Form, Fit and Function Warranty: You warrdnmat all of your Products conform to proper forihahd initial function reasonably
intended as of both the date of the Order and afaghipment.

12.2. Material, Workmanship and Specifications \&aty: You warrant that all of your Products areeffeom defects in workmanship and
material and conform to mutually agreed upon Spmtibns and Quality Requirements for a periodnadrity four (24) months from the date
of shipment to Lam. This warranty shall be effeeton shipments after 11/01/99.

12.3. Service Warranty: Unless otherwise agreedriting by both of us, you warrant that any Sergiperformed by you shall be free from
all defects in workmanship for a period of nine®@) days from the date you completed such Services.

12.4. Software Warranty: Software is warrantedeindfree from defects in design, workmanship adienial for a period of ninety (90)
days from the date of delivery.

12.5. Breach of Warranty: In addition to your ohligns described in paragraph 6.2, following thie diae defective Product has been made
available to you, you shall, at your expense, (bnsit a detailed, written corrective action planafiplicable and mutually agreed upon by
both parties) to Lam within thirty (30) days, ar&) (se your best efforts immediately to correctdbéect and complete delivery of the
repaired Product and/or corrected Service. If yanot correct the defect, then you shall, at yqiioo, either (a) replace the defective
Product or (b) refund Lam the price of the defexfroduct or Service. For new units which are dekfdefective” at Lam's manufacturing
facility, you shall bear the risk of loss or damalyeing transit to Supplier's local service fagiliThis warranty covers materials,
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parts, labor, travel, and all other related cosesded to inspect, replace or correct design, nahgend/or workmanship defects. In these cases,
you agree during the warranty period that you mait charge Lam any fees or expenses whatsoevangouin connection with you

warranty obligations. You shall own any defectivedricts once replaced under this warranty providiam's rights under this Warranty are
in addition to any other rights or remedies to WHi@am may be entitled under this Agreement or @pplie law.

12.6. Limitations on Your Warranty Obligations: Beewarranties will not apply if: (a) the Productsweot properly installed or operated by
Lam or its Customer under reasonable manufactemmended conditions, (b) Lam fails to notify yowvriting of the defect in question
during the warranty period, (c) Lam fails to make ttem available for correction within a reasoeairhe, (d) we reasonably agree after
examination of the Product that such claimed dedecionconformity does not exist, (e) the Produas wanufactured or modified to Lam's
detailed design and such design is the contributange of the defect, or (f) the Product is utdifer an application for which it is not suited
or intended by the manufacturer. In these casgs bam agrees to reimburse you your reasonabledieg®xpenses incurred in connection
with your demonstration to Lam that the Product plies with the Specification and Quality Requiretsefrurther, any software you supply
to Lam is not warranted as free from errors or ‘#ignd your sole obligation shall be to use reabtmefforts to supply Lam with a correc
version promptly after Lam notifies you of the dgférhe original warranty period shall not be exeth by your acts in compliance with this
section. The foregoing warranties are exclusivallofther warranties, whether written, oral, exgegkor implied, including any warranty of
merchantability or fitness for a particular purpose

13. SUPPLIER EFFICIENCY:

13.1. Supplier Efficiency: In exchange for Lam'smoitment to purchase Products, you will use youst lefforts to reduce lead times,
manufacturing cycle times and costs of Productiduwur relationship. We anticipate that this caralocomplished by implementing better
business practices, improved processes, value esgig or by other methods.

13.2. Lead Time Reductions: With respect to nevdped Our goal is that no more than four weeks @ldpse between Lam's placement of an
Order and your delivery of the Product, unlessdahgran Excused Event or Lam's Order specifiengdodelivery schedule. Our lead-time
goal for repaired Product is separately descrihestiachment A. In the event any new Product léae texceeds four weeks, then you agree
to submit a detailed written plan in ten workingslato reduce such lead times to four weeks wighsix month period. You agree to use your
best efforts to meet such lead time reduction gaals agrees to provide Supplier with a detaila@dast for Products released for Lam
production. Supplier will have the right to requéstcused Event" if there are extensive short tel@nges in the forecast or actual
consumption versus forecast.

13.3. Cost Reductions:

13.3.1. Reduced Aggregate Cost for All Products: @hal is to achieve a seven percent annual rezfugtithe aggregate purchase price o
Products purchased by Lam. Upon request, you shhihit a detailed written plan to meet this goabtigh design changes, Product
introduction or improved efficiencies and you agt@ese your best efforts to meet such cost redngoals.

13.3.2. Volume Discount: High volume purchasinglayn shall be rewarded annually on a calendar yasisblf at anytime the monetary
value of Lam's total purchases of all products imithcalendar year exceeds the Total Dollar Vollineesholds listed in
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the table attached in Attachment C, then Lam dieatntitled to the corresponding Volume Discounttenamount by which the Threshold
was exceeded during that calendar year. The disshatl be credited to Lam after all invoices fooguct delivered to and fully accepted by
Lam have been paid for that calendar year. Voluiseodints earned by Lam for purchases during a grean shall be reset to zero at the end
of that year, and shall not carry over to affeétipg in the subsequent year. If Attachment C duashave specified volume discounts listed,
then this paragraph does not apply to you.

14. INTELLECTUAL PROPERTY:

14.1. Intellectual Property: You agree to indempiifgld harmless and defend (with counsel reasorggtypyoved by Lam), Lam and its
affiliates, shareholders, directors, officers, emypes and agents from and against any claims,dests, awards, judgments, liabilities and or
damages (including without limitation court costslaeasonable fees of attorneys and other profesisip("Damages”) arising out of a claim
as to a Product asserted within ten (10) years fr@mdate of its sale under this Agreement thaPttoeluct (as a stand alone unit) infringes,
directly or contributorily, any patent, copyrighaskwork right, trade secret or similar right ofahird party. You also agree to provide Lam
prompt and reasonable written notice of bona fldérts made with respect to your Products. Notwithding these obligations, you may at
your expense and at your option: (i) procure fomLand/or its customers the ownership, use or Higion rights granted with respect to
Products; (ii) modify the infringing item to remotkee infringement, without impairing compliance lwithe Quality Requirements and
Specifications; or (iii) replace the infringing itewith a non-infringing item, without impairing cqutiance with the Quality Requirements and
amount paid for the infringing Products, less reabbe depreciation. Lam agrees to use reasondbltseto facilitate the exercising of optic
(i), (i) or (iii). This indemnification clause dseot apply when the Products are manufacturedodiifired to Lam's design, quality
requirements and/or specifications, and such degigality requirements and/or specifications resinltthe Damages.

15. LAM SUPPLY PROGRAMS:

15.1. Lam Supply Programs: The manner in whichsuquply Products to Lam may vary depending on the tf Lam Supply Program your
Products are assigned to by Lam. The Lam SupplgrBnes include: purchases through issuance of diachase orders; the Automatic Part
Pull System ("APPS"); the Ship To Point of Use Paog ("STP"); Freestock, the Consignment Inventogye&ment (CIA); or other program
which, as a result of future experience, Lam dextdédmplement. During the course of our relatiopsham may decide to assign orassigi
your Products to one of these Lam Supply Progr#rier to assignment to one of these programs, kaar contact will discuss the progre
with you. Each of these Lam Supply Programs hdereifit requirements for the performance of oureetpe obligations. Your responsibil

is to discuss and understand why and how any Lagopl$iProgram is applicable to you. Your agreemersupport and comply with the
specific requirements of any applicable Lam Surygram to which your Product is assigned mustrbeighed in writing prior to your
inclusion in the program or shall be deemed givenfirst time you ship Product after inclusion lie tprogram.

16. CUSTOMS & INSURANCE DOCUMENTATION:

16.1. Customs & Insurance Documentation: Upon reigyeu shall provide
(a) a completed manufacturer's affidavit and/oeottocumentation as may be required by US Custams o
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other governmental authorities with respect to y@raducts, and (b) proof, in form and substancsarably requested by Lam, of any
insurance policies that we might mutually agree yaust carry.

17. SECURITY AND SAFETY MATTERS:

17.1. Security and Safety Matters: Each party nmagrehe premises of the other party during notmsiness hours with respect to the
performance of this Order, subject to facility s@guregulations and US Government clearance requénts, if applicable. Each party may
its sole discretion, remove from its premises ampleyee, contractor or agent of the other not imglance with such regulations. You shall
not introduce any substance which is regulatediyygmvernmental authority as being a threat totheahfety or the environment onto Lam's
premises without prior written approval, and thalyan compliance with law. You shall immediatelgtify Lam if the Products or Services
violate any law or have a defect threatening heahfety or the environment. Replacements, modi€ing, associated service calls or other
acts or items required to remedy such defect datiam shall be provided promptly and at no codtam or its Customers.

18. LAM TOOLS:

18.1. Lam Tools: Any equipment, materials or oftems provided or paid for by Lam as part of eitharties' performance under this GPA
shall remain the property of Lam, (ii) shall be digy you only in performance of Lam's Orders, digghall be returned to Lam upon
request.

19. LAM'S OBLIGATIONS AND RIGHTS:

19.1. Orders; Electronic Transmission of Documelngsn will issue you an Order to purchase Produidte. Order is subject to your
acceptance. Your acceptance of the Order will idegeed by the earlier of either your return ofgamed Order acknowledgment or your
delivery of any Products and/or Services pursuattié Order. Orders and other related documentshmagsued by Lam in document or
electronic form, including via electronic data ifeange ("EDI"), provided that we have establisaedEDI program between us.

19.2. Forecasts Generally: Lam will give you forsdfor Products released for Lam production)stiheated quantities of Products it may
purchase ("Forecast"). The Forecasts are for irdition purposes only, and are simply Lam's estiraatkat time of its anticipated needs.
However, Forecasts may change and may differ sagmifly from Lam's actual Orders. Forecasts artheaecommitments to purchase nor
authorizations by Lam to deliver Product.

19.3. Payment: Payment shall be made in U.S. dallarless otherwise agreed) with the following t&rmret thirty (30) days after receipt of
your invoice. At Lam's discretion, any payment yaa owed may be set off by amounts you otherwise tav.am. Any tax, duty, or oth
charge imposed by any taxing authority, shall, ugemand by you, be paid by Lam, except where Laml}i provides you with an
applicable tax exemption certificate.

19.4. Pricing: Unless otherwise agreed betweehars, will pay you for Product at prices determinedading to the terms as stated in
paragraph 19.3.

19.5. Agreed Prices: Subject to any volume discuhe agreed purchase price for Products shalstset forth in the most recent Order,

unless set forth in the "Price List" attached aséiment D. Such price may be periodically revisgdur mutual written agreement. Any

prices set forth in such price list shall supergatges in Orders. Prices for ordered ProductseoviSes shall not exceed the lowest prices
offered to your other customers for like ProdugtServices under like terms and circumstances.

9



19.6. Changes in Requirements: Lam may at anynémeire changes to an Order, any Specificatioripn#mt or packing methods, time or
place of delivery, and the like ("Change"). A Changonly effective upon issuance of a Change Ottflany Change causes a variation in
your costs or the time required for performing urale Order, a mutually agreeable, equitable adjestwill be made in the Order pric
delivery dates or both, based upon your writteamized request for an adjustment substantiatedidgmce reasonably satisfactory to Lam;
provided that no adjustment will be made unlesaanal Change Order has been issued.

19.7. Audit: At reasonable times and upon reas@njphidr notice, Lam may, with Supplier approvalaemne your operations and processes
which pertain to the ordered Products or Servioagtify conformance with this GPA.

19.8. Inventions: Any new ideas, creations, wonkseentions ("Inventions") created by you as drthe specific course and scope of
engineering design efforts under this agreemert $aparately paid for apart from product sales) slegointly owned by the parties. In such
matters, each party shall cooperate reasonablythétiother to pursue any patent, copyright or trza& which either party deems appropr
to pursue. Each party shall separately own anyritiwe to the extent arising from its own effortdside of this agreement, except that Lam
shall have an irrevocable, permanent, fully paidrapalty free and non-transferable license to ostke and have made any of Supplier's
Inventions to the extent based on, derivative ofrising from Lam's separately created desigrsyiged that Lam agrees not to make or t
made any products from such Inventions unless $ap#ases to be a commercially reasonable so@isagply for such products. In this
regard, and without limitation, if Supplier doed néfer Lam the same price (or lower) that Supptiffers to other customers on such prod
containing the Inventions, Supplier will not be el a "commercially reasonable source of supply atm.

20. BOTH OF OUR OBLIGATIONS:

20.1. Advertising: Neither party shall, without theor written consent of the other, (i) use angrtifying names, logos or other commercial
or product designations of the other party, (iikenaeference to the other party in any advertisingther promotion, or (iii) disclose the
existence of this transaction.

20.2. Assignment; Subcontracting Approvals: Neitymir nor our rights or obligations may be assigtwedny other person or entity in whole
or in part, unless the party proposing such assggnras obtained the other's prior written consent.

21. CANCELLATION

21.1 Cancellation by Supplier: Supplier and Laneago work cooperatively towards Product consadilideand elimination of slow moving
Products. Supplier may discontinue availabilitystlafiwv moving Products at any time by giving Lam prigitten notice ("Discontinuation
Notice") offering Lam the opportunity to place ast buy" purchase order. Upon request from LampBarpwill provide Lam
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up to six (6) months from date of Discontinuatiootide for placement of "last buy" purchase ordahwieliveries not to exceed nine (9)
months from date of Discontinuation Notice. Upoguest, Lam agrees to provide Supplier with a fesefr Products which Supplier deems
to be slow moving. Supplier agrees to provide Laith the same time period when a Discontinuationid¢ois issued by the Supplier when
the business relationship is truncated by the Semp@Bupplier also agrees to continue to providmpcts that meets the mutually agreed upon
specification and quality requirements and agreetetiver product per the mutually agreed upon dolee 21.1.

21.2. Cancellation for Default: Either of us maycal this GPA or any Order, in whole or in partpiediately without any cost or liability if
the other party has (1) failed to perform fully ahigation of this GPA and (2) has not cured siatlure within thirty (30) days, or within a
reasonable period if the failure is not curabléhinty

(30) days, from the date of written notice of théure to perform. If you repeatedly fail to meeheduled delivery dates, Specifications or
Quality Requirements, then Lam may, but is notgaikd to, cancel any Order without cost or liapilénd exclusive of any other remedy
Lam may have under the GPA or applicable law.

21.3. Lam's Commitment for Cancellations for Congroe: Lam may at any time cancel for conveniemyeQ@rder, in whole or in part, upon
prior written notice or facsimile ("Cancel Notice) Lam's Cancel Notice is issued three (3) momthsiore prior to the scheduled delivery
date, then Lam shall have no liability whatsoewgrsuch canceled Products and/or Services. If lssmeis a Cancel Notice less than three (3)
months in advance of a scheduled delivery dateakesa Change, either of which renders your Praduentory or any Service performed
obsolete, then, with respect to such obsoletechitavg or Service, the parties shall negotiate indyfaith to determine the amount to be paid
by Lam. If the parties fail to agree, Lam commitpty your claims for the following enumerated iseas your sole and exclusive remedy for
such cancellation or Change, up to a maximum amiooinio exceed in any case the total purchase foical Products and/or Services
canceled or Changed:

21.3.1. Completed Products or Services: (i) thelpase price for any such Products or Services Lasmbt yet paid for, which are comple

in accordance with an Order prior to the date afilsaCancel Notice or Change ("Notice Date"), togkgent such Products comply with the
applicable Quality Requirements and Specificationsffect prior to the Notice Date, and to the extmuch Services comply with the Order or
Attachment A (as applicable); provided, howeveat tham will not pay for any Products or Servicempteted after the Notice Date.

21.3.2. Product WIP and Raw Materials: and, wipeet to Products only, (ii) the actual costs inediby you prior to the Notice Date for
Raw Materials and WIP which are allocable to theceded or changed portion of the Order, less alwaga value. However, in all cases your
recovery will be limited as follows: (a) you wilhty be reimbursed for Raw Materials and WIP whiok ot cancelable, salable, or otherwise
usable by you; (b) the reasonable manufacturinteayme period for the Products in question willthe maximum period for which you may
claim WIP costs prior to the Notice Date; and (@ teasonable lead time necessary to order Rawrislatéor the Products in question will
the maximum period for which you may claim Raw Metis' costs prior to the Cancel Date. "WIP" meat&bor performed and material
that has been transformed, altered or processgdilpyyour contractors, agents or consultants putsarad directly allocable to the Order.
"Raw Materials" mean materials, excluding WIP, thate been purchased or committed to by you in daitid for the Order.

11



22. Your Obligations Upon Notice of CancellationSpecification Change:

Immediately following your receipt of a Cancellatiblotice or notice of a Change (as defined preWugou must (i) stop all work, (ii) inct
no further costs, and (iii) protect all propertywhich Lam has or may acquire an interest or foictvlyou feel Lam is obligated to pay. You
are also required to use reasonable efforts tomimei any Damages to you which could result fromdduecellation or Change. Lam's liability
under this GPA will be decreased to the extentfaduo take such actions. In the event of cantieitaor Change, Lam may require you
promptly to transfer and assign title and immedyadeliver to Lam any completed Products, WIP, Rdaterials, Lam Tools, Intellectual
Property, confidential information and other itetinat you have produced or acquired for the perfoeaf the canceled or Changed porti
of the Order. All claims by you for any cancellatior Change must be substantiated with eviden&erin and substance reasonably
satisfactory to Lam.

22.1. In no event will Lam be liable to you any sequential, special, indirect or punitive damadesng kind.
23. CONFIDENTIAL INFORMATION:

23.1. Confidential Information: In the course offpeming our obligations under this GPA, we mayaibtor be provided with each other's
confidential information. We will in all cases atipt to enter into specific non-disclosure agreesémprotect each other's confidential
information from unauthorized disclosure and usawelver, in the absence of such non-disclosure agets, you agree, for five years from
the date you receive Lam's confidential informatiogither to use the confidential information iryanmanner which would result in a
disclosure to third parties (except as necessapgtiorm your obligations under this GPA), nor tbse it to any third party (except to your
employees with a need to know and who previougjg an agreement protecting Lam's rights). You afgee to limit your use of such
information as needed to carry out your obligationder this Agreement. You shall prevent unautleatidisclosure by using the same degree
of care you use to prevent disclosure of your oamfidential information, but not less than a readme degree of care. Lam confidential
information shall be immediately returned upon ejuEither party providing the other with confitdahinformation shall clearly mark it as
such or, in the event of oral or intangible infotima, may identify it in writing as confidential thin a reasonable time. In the event either
party inadvertently discloses any item of confid@ribformation not so marked or identified, thdei party's sole recourse shall be to prevent
any further disclosure of such information.

24. INDEMNITY:

24.1. Indemnity: Subject to other provisions hereech party agrees to defend, indemnify and h@dther party harmless from and against
all Damages (including without limitation court ¢®@snd reasonable fees of attorneys and othergsiofeals) arising out of the indemnifying
party's acts or omissions or breach of any terthimGPA.

25. MISCELLANEOQUS:

25.1. Relationship of the Parties: You are an iedéejent contractor under this GPA. This GPA is ndig¢ construed as creating an
employment, agency, partnership, joint venturenyr ather relationship or form of legal associatimtween us.

25.2. Insolvency: In the event that a party: (ifdnmes insolvent or unable to pay its debts or perits obligations as they mature;

(i) becomes the subject of any voluntary or invithry proceeding in liquidation, dissolution, re@ship, attachment, composition or gen
assignment for the benefit of creditors; or (iiirpues any other remedies under any other laningltd relief for debtors, then such party \
provide prompt notice to the other and reasonatsderances therefore, as may be requested fromhbemarty from time to
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time, that it can and will perform its obligationsder an Order or this GPA. If such notices or mastes are not received in a timely manner
or are not reasonably satisfactory to the partgiviig the assurances, then such party may terenarat Order or this GPA in whole orin
without any cost or liability.

25.3. Entire Agreement: This GPA, together withasfhchments, constitutes our entire understaralgagreement with respect to the
subject matter of this GPA, and supersedes alf prid contemporaneous understandings, represergaial agreements, whether written or
oral, with respect to such subject matter. Any pthems or conditions, including those in eithertga purchase orders, invoices, confirming
documents and the like, are deemed deleted urtlesh@d hereto or separately agreed to in writiniget a part of this Agreement. This GPA
may only be modified by our written agreement.

25.4. Notices: All notices must be in writing arré deemed effective on the earlier of: the datgens$onal delivery, the receipt of confirmed
telex or fax; or, if given by mail, three businessy's after the date deposited in the United Statgls, postage prepaid, registered or certified,
with return receipt requested. Notices will be added to Lam and Supplier at their respective addseappearing in the signature block of
this GPA, but each party may change its addregsiby written notice.

25.5. Governing Law: This GPA will be governed aodstrued in all respects by the laws of the Siht@alifornia without regard to conflict
of laws considerations. Unless otherwise agreedle@mentation and jurisdiction of any litigationather dispute resolution modality will be
in Santa Clara County, California.

25.6. Disputes: If either one of us is aware ofspute, controversy or claim arising out of thisAG#& the Products or Services provided
("Dispute"), then that party will immediately giveitten notice to the other. We will first try tesolve the Dispute through good faith
negotiation and by whatever escalation policiessgreed between us. However, if we cannot resbld®ispute by negotiation, then, within
90 days after written request from either of uthother ("Arbitration Notice"), the Dispute shiadf submitted to binding arbitration
administered in accordance with the American Adbitm Association's Commercial Arbitration Rulesl &upplementary Procedures for
Large Complex Disputes ("Rules"). Arbitration predengs shall be conducted in English by a sinddérator selected by the parties, who
must have at least ten (10) years' of dispute uésaol experience in related industry matters, oeitteer a retired judge or a practicing lawyer.
Each party may conduct such discovery as it dearoessary; however the arbitrator may limit the emtef such discovery as appropriate.
The arbitrator may only provide remedies availalider California law, and in no event in excesthoke permitted under this GPA. The
arbitrator may not fashion any provisional or othguitable relief. The award shall be final anddivig on the parties, and each party waives,
to the fullest extent permitted by law, any appegit it may have in any jurisdiction. The existenproceedings, discovery and results of the
arbitration may not be disclosed, without priorttem consent of both parties. Filing a judiciali@ctfor recording a notice of pending action,
order of attachment, receivership, injunction dreotprovisional remedies shall not waive or dinfirtisese arbitration rights.

25.7. Attorneys Fees: In any judicial or arbitratfgroceeding arising out of this GPA, or the Prdglue Services provided, the prevailing
party is entitled to recover all reasonable castsiired pertaining to such proceeding, includinthaut limitation reasonable costs and fees of
attorneys or other professionals ("Expenses"), gxitet

(i) if the prevailing party has at any time refusedettlement offer pertaining to such dispute Widcequal to or greater than the prevailing
party's actual recovery as determined in such jaldic arbitration proceeding, then no such Expengél be awarded, and

(i) if the prevailing party has at any time refdse settlement offer pertaining to such disputecilis less than the prevailing party's actual
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recovery as determined in such judicial or arbitraproceeding, then any such Expenses associdtiedagovering the difference between
the refused settlement offer and the actual regowverst bear a reasonable relation to such differenc

25.8. Order of Precedence: The following list ofdiments is the order of precedence which will goxay situation where there is a conflict
of terms and conditions among these documentsligations of the parties: (i) any supplemental tewn instructions on the face of Lam's
Orders accepted by you will govern first and foremthen

(i) the terms of this GPA (including any modifigats or addenda) then (iii) the Specifications; #reh (iv) the Quality Requirements.

25.9. Severability: To the extent any part of fBBA is determined to be unenforceable, the remgipiovisions will remain in effect and be
interpreted and enforced to effectuate the intéthe parties.

25.10. Counterparts; Successors: This GPA maygmediin counterparts. This GPA binds and inurdhedenefit of the parties' respective
successors or permitted assignees.

25.11. Survival: The following sections of this Ga#s denoted by the following list of correspondaagtions) and related subsections, if
shall survive expiration or early termination oistiGPA:

Warranty; Intellectual Property; Customs; Advertggi Cancellation; Compliance with Laws; Confidehtidormation; Indemnity; Security
Procedures; Attorneys Fees; Disputes; Entire Agesgnf-orce Majeure; Governing Law; Notices; OrdelPeecedence; Severability;
Successors; Survival; Waiver; and Definitions.

25.12. Waiver: Failure by a party to take affirmataction with respect to any breach of these tdayrthie other party shall not be construed
as a waiver of that breach or of future breaches.

25.13. Addenda: Proposed addendum(a) or modificggjshall be mutually agreed upon in writing bydbmanagement and forwarded to
Lam Commodity Manager (CM), who shall review thel@ddum or modification for consistency with thisrAgment. Upon acceptance by
both Lam and Supplier, the proposed addendum(aodification(s) shall be incorporated into this Agment. If the proposed addendum(a)
or modification(s) is rejected by either party, @l shall return it to the originator and identifye reason for rejection.

25.14. Limitation of Liability: In no event will gier party be liable to the other party for anysmmguential, special, indirect or punitive
damages.

25.15. Miscellaneous: Neither the section headimgghe recitals are intended to be terms of tHR&\@r used to interpret the terms of this
GPA, or any attachment hereto.

25.16. Corrective Action : If Lam is dissatisfiedhvperformance for
(3.3) Technical Support Documents; or (5.1) Deljvand Quality Goals; or (6.4) Reliability Road Mayw;(10.4) Delivery of Report; then
Supplier will put in place a mutually agreed uponrective action plan that will address the issue.

26. DEFINITIONS: As used in this GPA, the followikgpitalized terms have the following meanings:
26.1. "Excused Event" means a breach of your dfitiga under this GPA which is either waived
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in writing by Lam, caused by a force majeure eveatised by a Lam change order, or otherwise cadely by Lam.

26.2. "Order" shall mean any purchase order, chandgr or other document requesting Supplier teideProducts or Services. The terms
and conditions of this Agreement are hereby incaigal by reference into any such Order.

26.3. "Product” means all Products and other iterdsred by Lam from you, including, without limitat, assemblies, parts, spare parts,
software, hardware and upgrades.

26.4. "Service" means work to be performed by Sepplursuant to an Order or this GPA, includinghaut limitation, installation,
qualification, maintenance, warranty repair, sengell, upgrades/modification, refurbishment, réspspares and service contract work.

26.5. "Refurbishment” shall mean replacement ofdefective components in the repair process that:hB known reliability problems; 2)
wear due to usage that will likely cause the FREatbwithin one year after installation; 3) highilire rates based upon the FRU component
failure data; or are a part of preventative maiatere.

26.6. "Upgrade" shall mean a component or partdhaatbe added to the FRU to enhance its performanbe current revision level.

26.7. "Retrofit" shall mean to replace a Produmtisiponents or parts to insure that the Productsribetapplicable Specification and Quality
Requirements.

26.8. "PM" shall mean Preventative Maintenance.

26.9. "FRU" shall mean "Field Replaceable Unit"jethis the assembly or part used to repair prodadise field.

26.10. "NTF" shall mean No Trouble Found.

26.11. "Significant Change" shall mean any chahgé affects Fit, Form or Function.

ATTACHMENTS:

Documents, attachments, schedules, exhibits whizltsached and incorporated by reference intaAgreement are referenced below:

Yes General Agreement

Yes Attachment A - Global In-Country Repair/Exchar@upport Agreement No Attachment B - Global Oa/Riepair Support Agreement
Yes Attachment C - Volume Discounts Yes Attachni2ntPrice List

No Attachment E- Critical Components Yes Attachment F - Consigimentory Agreement (CIA) No Attachment G - Softerdkgreement
No Other
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The parties have caused this GPA to be executélddyduly authorized representatives.

ADVANCED ENERGY INDUSTRIES, INC.
Principal Place of Business: Princ
1625 Sharp Point Drive Cushi
Fort Collins, Colorado 80525, USA Fremo
/sl Allen G. Vallei /sl M
Signature Signa

Allen G. Vallei Manue
Printed Name Print
Western Region Manager Sr.C
Title Title

10/12/99 10/12

Dated Dated
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LAM R

ESEARCH CORPORATION
ipal Place of Business:

ng Parkway

nt, California 94538, USA
anuel C. Carreira, Jr.

| C. Carreira, Jr.
ed Name

ommaodity Mgr.

/199
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SCHEDULE 1 TO OEM
GLOBAL PURCHASING AGREEMENT
Technical Support Requirement Specification

Purpose: To define Lam’s Technical Support requeresito Suppliers for documentation and supporer@s on equipment sold to Lam
Research Corp.

Documentation Requirements: All documents/procesiorast be printed on regular paper (clean roomrlable at extra cost) and
available in PDF electronic format.

Categories: The types of documentation requiresipport Lam's Technical Support Group is as follows
I. Support Documentation
Il. Documentation Distribution List
[ll. Training
I. SUPPORT DOCUMENTATION
DELIVERABLES
- Theory of operations showing design criteria,ctionality of the component/system and performasprzifications
o Safety - Provide necessary information to confr@E-Mark/S2 requirements, including but not tiali to:
- Safety Features/Precautions
- EMO description with block diagram and interfas®l interconnect schematic
- Hardware and software Interlocks
- Lockout/tag-out of hazardous voltages
- Labeling of hazards and cautions
o Configuration/Operation Instructions for propgecation:
- Pre-run Checklist
- Specification defining all software 1/O pointxinding default values for each configuration type.
o Indicators:
- Category/definitions
- Causes for each indicator
- Recovery steps for each indicator
o Installation/Startup Procedures:
- A comprehensive Installation/Startup manual naggtict how to Prepare, Install and Startup the corept/system
0 Schematics:

- All non-proprietary schematics are available in hard capy but are not included in the manual (availalpeurequest



- Schematics must be available for but not limitedcables, PC boards and interconnect drawings
0 Maintenance Procedures:

- Procedures necessary for preparation of thermsyste

o Troubleshooting Guide:

- A comprehensive Troubleshooting Guide must beiged in the form of a decision tree or table
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. DOCUMENTATION DISTRIBUTION LIST
DELIVERABLES
o Documentation Distribution:
- Lam Commodity Management (or designee) must vecadpies of all proposed ECN's
lll. TRAINING DOCUMENTATION
DELIVERABLES

o Training classes must be made available prifirsbProduct shipment. Additional training classas be provided at an additional cost.
Lam may have the authority to video tape any trgjrdourse provided by Supplier. Training classestrimelude the following:

- Maintenance Procedures

- Calibration Procedures

- FRU Replacement Procedures
- Serviceability Procedures
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EXHIBIT 21.1

SUBSIDIARIES OF THE REGISTRANT

Name

;;j_vanced Energy Japan K.K.

Advanced Energy Industries GmbH
Advanced Energy Industries U.K. Limited
Advanced Energy Industries, FSC Inc.
Tower Electronics, Inc.

Advanced Energy Industries Korea, Inc.
Advanced Energy Voorhees, Inc.
LITMAS

Advanced Energy Taiwan, Ltd.

AEI US Subsidiary, Inc.

Advanced Energy California, Inc.
Advanced Energy Nevada, LLC
Advanced Energy Voorhees Nevada, LLC

Advanced Energy Industries Texas, L.P.

Jurisdiction of Incorporation

or Organization

Japan
Germany
United Kingdom
Virgin Islands
Minnesota
South Korea
New Jersey
California
Taiwan
Delaware
California
Nevada
Nevada

Texas



ARTHUR ANDERSEN LLP
EXHIBIT 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cénsehe incorporation of our report included istRorm 10-K, into the Company's

previously filed Registration Statements on For@ &ile Nos. 333-01616, 333-04073, 333-46705, 38333, 333-65413, 333-79425 and
333-79429).

/sl Arthur Andersen LLP

Denver, Colorado,
March 17, 2000



EXHIBIT 23.2
CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Advanced Energy Industries, Inc.:

We consent to the use of our report dated Janu@gary98 with respect to the consolidated statenwfritccome, changes in shareholders'
equity and cash flows of RF Power Products, Ind.subsidiary, currently known as Advanced Energgiiees, Inc., for the year ended
November 30, 1997 and the related schedule (natratgy presented herein), which report appeatisermnnual report on Form-K of
Advanced Energy Industries, Inc. for the year eridedember 31, 1999. We also consent to incorpardiyoreference of such report in the
registration statements (Nos. 333-79425 and 33299dn Form S-8 and the registration statements.(R83-87455, 333-87459 and 333-
90469) on Form S-3 of Advanced Energy Industries, |

/sl KPMG LLP

Phi | adel phi a, Pennsyl vani a
March 17, 2000



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 19,357
SECURITIES 186,44(
RECEIVABLES 43,88(
ALLOWANCES (537,
INVENTORY 25,47«
CURRENT ASSET¢ 280,62:
PP&E 34,66¢
DEPRECIATION (27,990
TOTAL ASSETS 312,38!
CURRENT LIABILITIES 28,75:
BONDS 135,00(
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 28
OTHER SE 148,31¢
TOTAL LIABILITY AND EQUITY 312,38!
SALES 183,95¢
TOTAL REVENUES 183,95¢
CGS 102,10:
TOTAL COSTS 102,10:
OTHER EXPENSE! 56,51¢
LOSS PROVISION 0
INTEREST EXPENSE 1,20¢
INCOME PRETAX 27,08¢
INCOME TAX 10,171
INCOME CONTINUING 16,83¢
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 16,83¢
EPS BASIC 0.6z
EPS DILUTED 0.5¢
End of Filing
pewerad 5y EDCAR -
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