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PART |
ITEM 1. BUSINESS
GENERAL

We design, manufacture and support products artdregscritical to plasma-based manufacturing prasesehese systems are important
components in industrial manufacturing equipmeat thodifies surfaces or deposits or etches thim ffilyers on computer chips, CDs, flat
panel displays such as computer screens, DVDs,aniadeyeglasses, solar panels and other productsyStems refine, modify and control
the raw electrical power from a utility and conviéihto power that is uniform and predictable. §hilows manufacturing equipment to
produce and deposit very thin films at an evenkiinéss on a mass scale.

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 thah@QBMs and directly to more than
500 end-users. Our principal customers include ikdpWaterials, Axcelis, Lam Research, Novellus,gBins, ULVAC and Unaxis.

We seek to expand our product offerings and custérase. In September 1998 we acquired the assEtsuoth State Technology, Inc. This
acquisition provided us with the capability to dgsand manufacture power-related process contsiésys used to monitor and analyze data
in thin film processes.

In October 1998 we acquired RF Power Products, Witich designs, manufactures and markets radguéecy (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 sources for the
semiconductor capital equipment industry.

In April 2000 we acquired Noah Holdings, Inc. ("N a privately held manufacturer of solid stamperature control systems used to
control process temperatures during semiconductmufiacturing.



In August 2000 we acquired Sekidenko, Inc. ("Sekidg), a privately held manufacturer of opticaldiltemperature measurement and
control systems for the semiconductor and relatddstries.

In January 2001 we acquired Engineering Measuregr@ompany ("EMCQO"), a publicly held manufactureflofvmeters for use in
semiconductor manufacturing and advanced produaticagions.

Since inception we have sold over 200,000 powevemion and control systems. Sales to customdteigsemiconductor capital equipment
industry constituted 65% of our sales in 1999 &b Th 2000. We sell our systems primarily througflect sales personnel to customers in
the United States, Europe and Asia, and throughitalisors in Australia, China, France, India, I1drd&ly, Mexico, Singapore and Sweden.
International sales represented 27% of our salé89%® and 28% in 2000.

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 tovatted Energy" refer to Advanced Energy Industtigs, and references to "we", "us", or
"our" refer to Advanced Energy and its consolidagedsidiaries. Our principal executive offices laated at 1625 Sharp Point Drive, Fort

Collins, Colorado 80525, and our telephone numb8i70-221-4670.
PRODUCTS

Our switchmode power conversion and control systeave advanced features, which have enabled otormess to develop new plasma-
based processing applications. In 1982 we introdiace first low-frequency switchmode power convensand control system specifically
designed for use in plasma processes. In 1983 tairced our first direct current (DC) system desidjfor use in physical vapor deposition
(PVD) applications. This DC system is a compacst-afective power solution, which greatly redustsed energy, a major limitation in
PVD systems. In 1989 we introduced tuners useddieimhe characteristics of the plasma with thegBferators. We carried the state of the
art further in 1995 when we introduced the Pinnaelges of DC systems, which we updated in 199/ thi¢ Pinnacle-Il. In 1990 we
introduced the first switchmode RF power conversiod control systems for use in semiconductor apghications. This product line
achieved significant design wins because of itsliemsize and its ability to provide more precismtol. In 1998 we developed the APEX
series of RF systems, which use new technologyrtbdr reduce size and extend the frequency anepmmge of our RF product line. We
introduced a family of accessories for the DC patdine in 1993. These pulsed DC products proviaejbr improvements in arc prevention
and suppression. We are currently extending theepow



range of our systems to much higher power leveénable them to supply products for advanced proalyglications. The products in these
product families range in price from $3,100 to $00D, with an average price of approximately $9,500

The acquisition of RF Power Products in 1998 expdrmur product line of RF generators and matchatgorks. Solid-state generators are
presently available for power requirements of ufpQkW and are sold primarily to capital equipmesainufacturers in the semiconductor
equipment, flat panel display, thin film and analgt equipment markets. RF matching networks astesys composed primarily of variable
inductors and capacitors with application-spedifrcuits that can be designed to a customer's Sp@awer requirements. Our RF generators
and matching networks have average selling priceitas to our DC products.

In 1998 we acquired an ion source technology wharh produce a beam of ions for surface modificadiot other ion beam processes. In
same year we also sold our first products havirgtdthnology. We also developed and introducedymts using inductively coupled sour
of both the solenoidal and toroidal forms.

In 1998 we also developed sophisticated pulsinggo@upply specifically for electroplating procesesasemiconductor wafers, which led to
the introduction of the E'Wave product in 1999.

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 measuremenbpatiblcsystems.

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

The acquisition of Noah in 2000 expanded our prodfferings to include solid state temperature oargystems for use in controlling
temperatures during semiconductor manufacturing.

The acquisition of Sekidenko in 2000 expanded oadupct offerings to include optical fiber temperatmeasurement and control systems.
We market these products to semiconductor cagjtsipenent manufacturers.

The acquisition of EMCO in 2001 expanded our proddierings to include electronic and electromedbalprecision instruments for
measuring and controlling the flow of liquids, steand gases.



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

The MDX Series. We introduced our MDX series ofdarets in 1983. These products are most commonly aséC power supplies for P\
sputtering where precise control, superior arc @néen and suppression and low stored energy ctegistics are required. They are also L
as bias supplies for RF sputtering, tool coatind smme etching systems. The MDX series consissgxafifferent product lines that provide a
range of power levels from 500W to 120kW. Our secganeration product, the MDX Il, was introduced #91 to support higher power
levels, to provide wider output range, and to nséett European regulatory requirements. A mod¢hanMDX series, the MDX-L, was
designed for especially high reliability and wasaduced in 1992.

The Pinnacle(TM) Platform. The Pinnacle platfornjeth we introduced in 1995, including its updatedsion, the Pinnacle(TM) -1l, which
we introduced in 1997, is the most recent genargdgse platform in the DC product line. We devetbfiee Pinnacle primarily for use in DC
PVD sputtering processes, and it provides substieintprovements in arc prevention, arc supprességability, reduced size, higher
precision and expanded control capability. The st@ved energy of Pinnacle, a basic feature of dlipPwer conversion equipment, is the
lowest ever achieved in a switchmode power sumsig,is due to the patented basic circuit topology.

The Pinnacle(TM) Plus Platform. This platform, oduced in 1999, is a pulsed DC power system dedigriacipally for use in reactive
sputtering to produce insulating films. It is calgabtf producing up to 10kW of power in short puls¢$requencies up to 350kHz, for virtual
elimination of arcing in difficult processes.

Sparc-le(R) Accessories. Our Sparc-le line of DEeasories, first introduced in 1993 and updatedrsétimes since, is designed both to
reduce the number of arcs that occur in plasmaebaseesses and to reduce the energy deliveredsifdm occur. The Sparc-le accessories
are especially effective in applications involvitng deposition of insulating materials where thecti®n between the plasma and target is
likely to produce



more severe arc conditions. The Sparc-le accessargemost commonly used with the MDX product lines

Electrostatic Chuck Power Systems. We designedstistem of power conversion units for a specifistomer for use in wafer handling
systems for the semiconductor fabrication markbe &lectrostatic chuck is a device that uses @dadtds to hold or "chuck" a wafer in a
vacuum environment without mechanical holding fofdeis permits more gentle handling of the wafet aimultaneous heating or cooling
the wafer during processing. When our power systppiies voltage to the wafer, electric fields ammated which hold the wafer in position.
Exact control and careful ramping of the voltagenits the wafer to be picked and placed with piienisThe system permits multiple power
units to be held in a single chassis for easetefjiation into the customer's system.

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 0k\&, 120kW and 200kW versions, offer a new techggle@alled "current pulsed dual
magnetron sputtering.” These units are used foeldpment of coatings for CRT and flat panel displagutomotive applications and new
types of glass coatings.

Crystal(TM). The Crystal 180kW power conversiontwmas 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 beduer 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 lowu&ecy power systems in 1982. The PE series sysisrar cooled and primarily
intended for use in certain PVD, CVD and industsiaiface modification applications, including doathode 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 eosion and control systems, introduced in 1990:esmted significant technological
advancements by applying switchmode techniquegttehfrequencies. The water-cooled PD systemsisgd primarily in semiconductor
etch and CVD applications. The PD series rangeeiquiency from 275kHz to 400kHz. Both the PE andsBiies systems have cost-effective
single-stage power generation, and include systeithspulsed power technology.
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LF Generators. The LF low-frequency generators wdreduced 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 predi8; 5, or 8kW of power at a variable frequencgtodut 2MHz for powering
inductively coupled plasma (ICP) systems. It isavapoled and ultra compact, providing up to 8kWpaiver in a 5-1/4 inch rack mount
enclosure 20-1/4 inches deep, thereby represetitenbighest power density in the industry at tHfesguencies.

The RF Series. The RFX system is a 13.56MHz, 60&Wtooled platform introduced in 1985. This lowwgr system is used primarily in
research and development applications. The RFQR&XdI, introduced in the early 1990s, are watertedgower 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 R$igies. 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 poveatrol 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, RF-30 and RF-50 unitsweaproduce generate power between 500W and 5kWanselectively available with
frequencies from 2 MHz to 40 MHz. They use simple #ansformer front ends and employ linear RF sasti permitting variable frequency
and high-speed pulse operation.

The Atlas(TM) Series. The Atlas power systemspihticed in 1998, combine the advantages of a madtniersion of the linear RF sectis
of the RF series with a switchmode AC front endegensystems currently range in power from 1.5k\6Bki& at nominal center frequencies
12.56, 13.56 and 27.12 MHz. These units complemenhew APEX series. For several applications athiéty to sweep the frequency about
the nominal center frequency provides significaihtaatages to the customer. Now the customer capsehto have either the compact
package of the fixed-frequency APEX or, where regljithe frequency agility of the Atlas systems.
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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 series of paaeversion and control systems. AZX tuners, ithiced in 1989, are also sold separately
for incorporation into other vendors' power coni@rsand control systems. The AZX tuners typicalhemte at a 13.56MHz frequency range.
The VZX series tuners, introduced in 1998, aretdigiutomatic impedance matching networks whiclizeta predictive algorithm to provide
tuning speeds up to three times faster than ther dldX series. SwitchMatch(TM) networks, also imtuzed by us in 1998, are selectable
fixed matching units, which we offer both as pdrA®EX systems and as standalone products.

The AM and Mercury Matching Network Series. The hatical matching networks are available in powerdliag capabilities up to 30kW.
These matching networks are extremely compacizintj two ceramic envelope vacuum variable capasitbhe modular construction of the
matching networks allows rapid customization withitne delays usually encountered in custom deSate 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 Systemhjch is a solid state matching network with noving parts. We use this system in
conjunction with our frequency agile Atlas generatdhe FTMS is available in power levels up to 5kW

ION BEAM SOURCES

Plasma Sources. We introduced our ion sourcesraluttively coupled plasma (ICP) sources product®®8. Several versions of the ion
sources product include a 12cm round source fontagnetic media and optical markets as well agfiseurces up to one meter long for
applications in the flat panel display and architeal glass markets. The ICP product, also develapd 998, allowed us access to reactive
deposition and cleaning applications where low gyés critical to prevent substrate damage. This fetlowed by the development of a
toroidal ICP for chamber cleaning with fluorine]led the RAPID-F, and a second toroidal sourcectifated oxygen for reactive gas
processes. All these products feature high reltgplbw maintenance designs, and are well suitedtfe demanding environments in today's
production facilities.

OTHER PRODUCTS

The RF-EP End-point Detection System. The RF-EBaesl length of time to end-point on CVD and etchnshers in comparison to optical
detection. This system uses one of three signaltsa@e, current or phase) to precisely and acdyrdetect end-point. The REP also great!
reduces the level of greenhouse emissions by cdnguess process gas.

The Z-Scan(TM) Voltage-Current (V-I) Probe. Thigtufirst delivered in 1998, replaces the RFZ imaece probe introduced in 1993. Z-
Scan measures the RF
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properties of a plasma process and provides corda@nformation through its Z-Ware software. Thesseg technology incorporated in Z-
Scan probe allows accurate, real-time measurenfigraveer, voltage, current and impedance levelo#t lundamental and harmonic
frequencies, under actual powered process conditiBmch measurements not only help our customeigrdtheir process systems, but are
also used as sensitive detectors of process conslitincluding etch endpoint.

The RF-MS Diagnostic System. The RF-MS simultanopsrforms endpoint and excursion detection foftipie CVD chambers.
Additionally, the system's software monitors thegdaerm transients in the process tool performauod as wet clean and transition in the
film stress. The RF-MS has demonstrated significast savings through improved wafer yields, redyzaticle contamination and higher
throughput.

The ID Series. The ID power conversion and corgystems, introduced in 1981, were the first progluet 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 depositionsputtering, implantation, etching and milling.

The E'Wave(TM). The E'Wave is designed for the semductor industry for electroplating copper onwader. The power supply can
produce up to four channels of mudtep, bipolar, square waveforms, which permit ihygper to be alternatively plated and etched inipedy
controlled ways, in order to fill very small caeisi on the wafer surface. Each channel can prodd@e/£ontinuous and up to 2kW peak, fi
total supply output of 1.6kW continuous and 8kWpea

The Virtual Front End. This product enables onegerate or control the power system from a laptogeesktop PC. It has a graphing
capability, which permits real-time monitoring bktplasma characteristics and the power deliveréd t

New Power Supply Architecture ("NPSA"). In 1998, ambarked on a program to adapt our high frequésadynology to the powering
microprocessors, which now require higher currabtswer voltages, and which require the powerimgrse to be extremely agile (able to
handle rapidly changing power drains). We soldfitst of such products in 1999. Our technology pigsremaller, less expensive power
regulators, which are stable under high rates ahghk of current draw, without the use of expensleetrolytic capacitors.

MARKETS AND CUSTOMERS
MARKETS

Most of our sales historically have been to custsnrethe semiconductor capital equipment indusajes to customers in this industry
represented 65% of our sales 1999
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and 70% in 2000. Our power conversion and conyrstesns are also used in the flat panel display stamrage and advanced product
applications markets. Following is a discussiothef 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 pradat currently used in a variety of
applications including dielectric and metal filmpdsition, etch, ion implantation, photo-resiststind megasonic cleaning. The precise
control over plasma-based processes that use awgrgmnversion and control systems enables theuptimoh of integrated circuits with
reduced feature sizes and increased speed andrparfce. We also sell plasma abatement systemsigindiénsity plasma sources through
LITMAS, solid state temperature control systemstigh Noah, and optical fiber thermometers througkidenko. We anticipate that the
semiconductor capital equipment industry will cang to be a substantial part of our business fofaheseeable future.

DATA STORAGE MANUFACTURING EQUIPMENT MARKETS. We ab sell systems to data storage equipment manuéastand 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 magnetidithn layers, as well as a
protective wear layer. In this market the trenddads higher recording densities is driving the dedf@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 mariet the consumer electronics audio and videoetsgrk

FLAT PANEL DISPLAY MANUFACTURING EQUIPMENT MARKET.We also sell our systems to manufacturers of fiatgbdisplays

and flat panel projection devices, which have fadtion processes similar to those employed in natufing integrated circuits. Flat panel
technology produces bright, sharp, large, coldn-images on flat screens for products ranging fnamd-held computer games to laptop and
desktop computer monitors to largereen televisions. There are three major typdaipanel displays, including liquid crystal diags, field
emitter displays and gas plasma displays. Therenaréypes of flat panel projection devices, inéhglliquid crystal projection and digital
micro-mirror displays. We sell our products tofale of these markets.

ADVANCED PRODUCT APPLICATIONS MARKETS. We also sealur products to OEMs and producers of end prodadsvariety of
industrial markets. Thin film optical coatings arsed in the manufacture of many industrial prodiratkiding solar panels, architectural
glass, eyeglasses, lenses, barcode readers ahddréacte mirrors. Thin films of diamond-like coads and other materials are currently
applied to products in plasma-based processesaiogthen and harden surfaces on such diverse rodsitools, razor blades, automotive
parts and hip joint replacements. Other thin filrmgesses
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that use our products also enable a variety ofdtré packaging applications, such as decoratikapping and food packaging. The advar
thin film production processes allow precise contfosarious optical and physical properties, irtthg color, transparency and electrical and
thermal conductivity. The improved adhesion andhHilgn quality resulting from plasma-based procegsinake it the preferred method of
applying the thin films. Many of these thin filmduastrial applications require power levels subsadigtgreater than those used in our other
markets. We also sell low-wattage power suppli€@Eds in the telecommunications, non-impact prigtamd laser markets through Tower.

APPLICATIONS

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

SEMICONDUCTOR DATA STORAGE FLAT PANEL DISPLAY ADVANCED PRODUCT APPLICATIONS
Chemical vapor deposition CD-ROMs Active matrix LCDs Automobile coatings
(CVD) (metal and dielectric) CDs Digital micro-mirror Chemical, p hysical and materials research

Plasma-enhanced CVD Recordable CDs Field emission displays Circuit boa rd etch-back and de-smear
High-density plasma CVD DVDs Large flat panel displays Consumer pr oduct coatings
Etch Hard disk carbon w ear coatings LCD projection Diamond-lik e coatings
lon implantation Hard disk magnetic media Liquid crystal displays Food packag e coatings
Magnet field controls Magneto-optic CDs Medical applications Glass coati ngs
Megasonic cleaning Thin film heads Plasma displays Non-impact printing
Photo-resist stripping Optical coa tings
Physical vapor deposition (PVD) Photovoltai cs

Superconduc tors

Telecommuni cations

CUSTOMERS

We have sold our systems worldwide to more thanQBMs and directly to more than 500 emgkrs. Since inception we have sold more
200,000 power conversion and control systems. @utargest customers accounted for 60% of our $sadals in 1998, 67% in 1999 and 72%
in 2000. We expect that sales of our productsasdlcustomers will continue to account for a higicentage of our sales in the foreseeable
future. Representative customers include:

Alcatel Comptech Novellus

Applied Materials Optical Coating Laboratory
Axcelis Singulus

First Light Technology Sony

Fujitsu Texas Instrumen ts
Hewlett-Packard Tokyo Electron, Ltd.
IBM ULVAC

Intevac Unaxis

Lam Research Veeco

Mattson Technologies Verteq

Micron Technology VideoJet Intern ational
Motorola
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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, Nevgey; 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; TaipeehisTaiwan; and Shenzhen, China. These offices jpanery responsibility for sales in
their respective markets. We also have distributoisustralia, China, France, India, Israel, Itdi§exico, Singapore and Sweden. Noah,
located in San Jose, California, and Sekidenk@téztin Vancouver, Washington, sell through disatés personnel. Our United States
operations also sell through manufacturers' reptatiges. EMCO, located in Longmont, Colorado,sstirough direct sales personnel and
manufacturers' representatives.

Sales outside the United States represented apmatedy 27% of our total sales during 1998, 27%989 and 28% in 2000. 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, sucHesare subject to certain risks, including expesarcurrency 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 eogipt and flat panel display equipment, and a magnket for data storage and other
industrial equipment utilizing our systems. Thealsgse market has historically been difficult fonylmpanese companies to penetrate.
Although we and a number of our significant nonalsse customers have established operations in,Xapee can be no assurance that we
or our customers will be able to maintain or img@r@ur competitive positions in Japan.

We believe that customer service and technical aiigwe 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; Tokyo, Japan; Filderstadt, Germany; Bund&agth Korea; Taipei Hsien, Taiwan; and Shenz@ié&ma. Noah maintains a customer
service office in San Jose, California. Sekidenkontains a customer service office in Vancouverskitagton. EMCO has a repair facility in
Longmont, Colorado.

We offer warranty coverage for our systems forqusiranging from 12 to 30 months after shipmenirsgaefects in design, materials and
workmanship.
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MANUFACTURING

We conduct the majority of our manufacturing ailfaes in Fort Collins, Colorado, and Voorhees viNgersey. We also conduct
manufacturing for one customer in Austin, Texasaloonducts manufacturing at its facility in Sase]dCalifornia, Sekidenko conducts
manufacturing at its facility in Vancouver, Washioig, and EMCO conducts manufacturing at its facilitLongmont, Colorado. We
generally manufacture different systems at eadtitfac®©ur manufacturing activities consist of taesembly and testing 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 topghent to customers. We purchase a wide
range of electronic, mechanical and electrical comenmts, 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 @eapdtential 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 smiof 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 redesigrsyatems.

INTELLECTUAL PROPERTY

We have a policy of seeking patents on inventiangging new products or technologies as part obogoing research, development, and
manufacturing activities. We currently hold twersigven United States patents and four foreign patenering various aspects of our
products, and have over fifty patent applicatioeasding in the United States, Europe and Japanir@eltectual property is not protected by
patents in several countries in which we do businasd we have limited patent protection in certdirer countries. The costs of applying for
patents in foreign countries and translating th@iegtions into foreign languages require us tesetarefully the inventions for which we
apply for patent protection and the countries incivlwe seek such protection. Generally, we haveeuotnated our efforts to obtain
international patents in the United Kingdom, Gergdtrance, Italy and Japan because there are wienfacturers and developers of power
conversion and control systems in those countagsyell as customers for those systems.

Litigation from time to time may be necessary téoete patents issued to us, to protect trade seordknow-how owned by us, to defend us
against claimed infringement of the rights of other to determine the scope and validity of theppsetary rights of others. See "Cautionary
Statements - Risk Factors - We are highly
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dependent on our intellectual property but mayl®able to protect it adequately” and "--Intelletforoperty litigation could be costly."
COMPETITION

The markets we serve are highly competitive andazttarized by ongoing technological development@rahging customer requirements.
Significant competitive factors in our markets umé 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 continueotmpete successfully in these markets depends roabdity to make timely introductions
system enhancements and new products. Our prinoanpetitors are ENI, a subsidiary of Astec Amerloa,; Applied Science and
Technology (ASTeX), a subsidiary of MKS Instrumerite.; Huettinger; Shindingen; Kyosan; Comdel; &aihen. Our competitors are
expected to continue to improve the design andp@idnce of their systems and to introduce new systeith competitive performance
characteristics. We believe we will be requirednintain a high level of investment in research dedkelopment and sales and marketing in
order to remain competitive.

OPERATING SEGMENT
We operate and manage our business of supplyirdupt® and systems for plasma-based manufacturoaggses as one segment.
RESEARCH AND DEVELOPMENT

The market for power conversion and control systantsrelated accessories is characterized by oggeannological changes. We believe
that continued and timely development of new prégland enhancements to existing systems to su@ievt 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 projectsesmidto maintain close relationships with our cungtis and other industry leaders to
remain responsive to their product requirements.

Research and development expenses were $24.4miilli998, $28.3 million in
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1999 and $37.0 million in 2000. Such expenses sgmted 18.2% of our total sales in 1998, 14.0%9B801and 10.2% in 2000. We believe
that continued research and development investarehbngoing development of new products are esdeatihe expansion of our markets,
and expect to continue to make significant investi:ié research and development activities.

NUMBER OF EMPLOYEES

As of December 31, 2000, we had a total of 1,498leyees, of whom 1,343 are full-time continuous yees. There is no union
representation of our employees, and we have rexygErienced a work stoppage. We utilize temporarpleyees as a means to provide
additional staff while reviewing the performancetloé temporary employee. We consider our emplogktions to be good.

EFFECTS OF ENVIRONMENTAL LAWS

We are subject to federal, state and local enviertal laws and regulations. We believe we are iterr@ compliance with all such laws and
regulations.

CAUTIONARY STATEMENTS - RISK FACTORS

This Form 10-K contains, in addition to historigadlormation, forwardiooking statements within the meaning of SectioA 87 the Securitie
Act of 1933, and Section 21E of the Securities Bxgje Act of 1934. For example, statements reldtraur beliefs, expectations and plans
are forward-looking statements, as are statemkatsertain actions, conditions or circumstancdkoontinue. Forward-looking statements
involve risks and uncertainties. As a result, attual results may differ materially from the resudiscussed in the forward-looking
statements. Factors that could cause or contribugach differences or prove any forward-lookirgfeents, by hindsight, to be overly
optimistic or unachievable, include without limitat the risks described in this section. We dohate any obligation to update publicly any
forward-looking statements, whether as a resuttesf information, future events or otherwise.

OUR QUARTERLY OPERATING RESULTS ARE SUBJECT TO SIGN IFICANT FLUCTUATIONS, WHICH COULD
NEGATIVELY IMPACT OUR STOCK PRICE.

Our quarterly operating results have fluctuateaisicantly 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:
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o changes or slowdowns in economic conditions énséimiconductor and semiconductor capital equipmeistries and other industries in
which our customers operate;

o the timing and nature of orders placed by majstamers;

o changes in customers' inventory management pegcti

o customer cancellations of previously placed arderd shipment delays;

o0 pricing competition from our competitors;

0 component shortages resulting in manufacturingyde

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

o0 costs incurred by responding to specific featatpiests by customers; and
o declines in macroeconomic conditions.

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

In the past, we have incurred charges and costeteto events such as acquisitions, restructaagstorm damages. The occurrence of
similar events in the future could adversely affaat operating results in the applicable quarter.

Our operating results in one or more future quanteay fall below the expectations of analysts aweéstors. 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 MARKET PRICE OF OUR COMMON STOCK IS HIGHLY VOLA TILE, WHICH COULD LEAD TO LOSSES FOR
INDIVIDUAL INVESTORS AND COSTLY SECURITIES CLASS AC TION LITIGATION.

The market for technology stocks, including our aoon stock, has experienced significant price ardmae fluctuations. These fluctuations
often have been unrelated or disproportionatedmtierating performance of the companies. FromRQrin November 1995 through
February 28, 2001, the closing prices of our comistonk on the Nasdaq National Market have ranged $3.50 to $73.25. The market for
our common stock likely will continue to be subjezfluctuations. Many factors could cause theitragbrice of our common stock to
fluctuate substantially, including the following:

o future announcements concerning our businesggolinology, our customers or competitors;
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0 variations in our operating results;
o introduction of new products or changes in proguicing policies by us, our competitors or oustamers;

o changes in earnings estimates by securities stsady announcements of operating results thatatraligned 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.

In the past, following periods of volatility in thearket price of a particular company's securiesurities class action litigation has often
been brought against that company. Many technatogypanies have been subject to this type of libgatWWe may also become involved in
this type of litigation. Litigation is often expews and diverts management's attention and ressundgch could significantly harm our
business, financial condition and results of openst

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 capital equipment. Thedeations, in turn, have significantly reduced dechor our systems. During downtur
some of our customers have drastically reduced tindérs to us and have implemented substantiaredaction programs. Sales to
customers in the semiconductor capital equipmehistry accounted for 52% of our total sales in 18846 in 1999 and 70% in 2000. We
expect that we will continue to depend significamth the semiconductor and semiconductor capitai@eent industries for the foreseeable
future.

A rapid decrease in demand for our products canragith limited advance notice because we supphsgstems to equipment manufacturers
and make a portion of our shipments on a justsiretbasis. This decrease in demand can adversefctropr business and financial results
disproportionately because of its unanticipatedimat

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

Our ten largest customers accounted for 60% ofaiaf sales in 1998, 67% in 1999 and 72% in 2004.|@rgest customer accounted for Z
of our total sales in 1998, 34% in 1999 and 39%0680. The loss of any of these customers or a rhteduction in
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any of their purchase orders would significantlyrh@ur business, financial condition and resultegggrations.
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 America, Inc.; Appliedi@&twe and Technology (ASTeX), a
subsidiary of MKS Instruments, Inc.; Huettingerjr&tingen; Kyosan; Comdel; and Daihen. We expedtdbiacompetitors will continue to
develop new products in direct competition withgyumprove the design and performance of theiresgstand introduce new systems with
enhanced performance characteristics.

To remain competitive, we need to continue to imprand expand our systems and system offeringaddition, we need to maintain a high
level of investment in research and developmenteaapdind our sales and marketing efforts, partibutautside of the United States. We may
not be able to make the technological advancesraedtments necessary to remain competitive.

New products developed by competitors or more iefficproduction of their products could increasespure on the pricing of our systems
addition, electronics companies, including compainiehe semiconductor capital equipment industaye been facing pressure to reduce
costs. Either of these factors may require us thenséggnificant 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 @&tions and continue to actively pursue acquisitipportunities. Prior to 1997, we did
not make any significant acquisitions. In the thyears from 1997 through 1999, we acquired five ganmes. From January 2000 through
February 2001, we acquired three companies andeehitgto a strategic partnership arrangement with @ther company. Many of our
acquisitions to date have been in markets in whiethave limited experience. We might not be ableoimpete successfully in these markets
or operate the acquired businesses efficiently.

Our business and results of operations could beradly affected if integrating our acquisitionsutesin substantial costs, delays or other
operational or financial problems. Further, the@ased pace of our acquisitions has required trg to integrate multiple acquisitions
simultaneously. This has exponentially increaseddgmands placed on our management team and hasslet the time and effort that
management can give to integrating each acquisiiile continuing to manage our existing business.
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Future acquisitions could place additional strairoar operations and management. Our ability toagaruture acquisitions will depend on
our success in:

o evaluating new markets and investments;

0 monitoring operations of acquired companies;

o controlling costs and unanticipated expenses@figed companies;

o0 integrating acquired operations and personnel;

o retaining existing customers and strategic pastoEacquired companies;
0 maintaining effective quality controls of acquireompanies; and

o expanding our internal management, technicalacdunting systems.

Also, in connection with future acquisitions we nisgue equity securities, which could be dilutimeur debt, recognize substantial one-time
expenses or create goodwill or other intangibletasthat 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 apadmsion. This growth and expansion is placing icarit demands on our management
and our operating systems. We need to continuapoove and expand our management, operationaliaaicfal systems, procedures and
controls, including accounting and other internahagement systems, quality control, delivery amdice capabilities.

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 s1$ major strategic alliances or other speciaketi;mg opportunities, acquisitions of
complementary businesses or assets, or the devefdgmhnew products; or

o otherwise respond to unanticipated developmentsmpetitive pressures.

If we do not have enough cash on hand, cash gewkiraim our operations or cash available underceedit facility to meet these cash
requirements, we will need to seek
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alternative sources of financing to carry out oravwgh and operating strategies. We may not be tablaise needed cash on terms acceptable
to us, or at all. Financings may be on terms thatdutive or potentially dilutive. If alternativeources of financing are required but are
insufficient or unavailable, we will be requiredrtmdify our growth and operating plans to the etéravailable funding.

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

Manufacturing our power conversion and control eyst requires numerous electronic components. Diaugraiwth in the electronics
industry has significantly increased demand fos¢heomponents. This demand has resulted in pesbdictages and allocations of needed
components, and we expect to experience additalmatages and allocations from time to time. Slyadaand allocations could cause
shipping delays for our systems, adversely affgobiar results of operations. Shipping delays atsdccdamage 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 aieatto the manufacturing of our
systems. This reliance involves several risks uidiclg the following:

o the potential inability to obtain an adequatepdyipf required components;
o reduced control over pricing and timing of detivef components; and
o the potential inability of our suppliers to deygltechnologically advanced products to supportgoowth 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 commgimetarnal manufacture of the parts could requgé¢auredesign our systems, resulting in
increased costs and likely shipping delays. We bwaynable to manufacture the parts internally desgn our systems, which could resul
further costs and shipping delays. These increessi$ would decrease our profit margins if we cowtipass the costs to our customers.
Further, shipping delays could damage our relatigmsswith current and potential customers and lzarreaterial adverse effect on our
business and results of operations.
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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 proprietanntdogy. We attempt to protect our intellectual prdp 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 agemin which we do business, and we have
limited patent protection in certain other courdri€he costs of applying for patents in foreignrades 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 aabpens of power conversion and control systentsase countries, as well as customers
for those systems. Our inability or failure to dbtadequate patent protection in a particular agueaiuld 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 futpatents might be challenged, invalidated
or circumvented. Additionally, our rights under gatents may not provide meaningful competitiveaadages.

INTELLECTUAL PROPERTY LITIGATION COULD BE COSTLY.

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 thepatary rights of others. Litigation has
resulted, and in the future may result, in sub&hobsts and diversion of our efforts. Moreover aalverse determination in any current or
future litigation could cause us to lose proprigtaghts, subject us to significant liabilitiesttuird parties, require us to seek licenses or
alternative technologies from others or preverfrais manufacturing or selling our products. Anytloése events could have a material
adverse effect on our business, financial conditiod results of operations. See Item 3 -- Legat@&¥dings.

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 systhiat keep pace with technologi
advances and meet the needs of our customerseén torducceed. We might not be able to continumprove our systems or develop new
systems. The systems we do develop might not keeffestive or introduced in a timely
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manner. Developing and introducing new systems imaglve significant and uncertain costs. Our busindinancial condition and results of
operations, as well as our customer relationsloipsld be adversely affected if we fail to developndroduce improved systems and new
systems in a timely manner.

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

The constantly changing nature of semiconductaiidabon technology causes equipment manufactaoecsntinually design new systems.
We often must work with these manufacturers earleir 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 achievedh 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 expesematerial and prolonged adverse effects if wedachieve design wins. In addition,
design wins do not always result in substantiadsak 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 hagd@mm relationships.

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 vemees in a particular period or for a particujg@tem do not meet expectations.

We often require long lead times for developmerawfsystems during which times we must expendtanbal funds and management eff
We may incur significant development and other esps as we develop our systems without realizinggsponding revenue in the same
period, or at all.
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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 employmeith us at any time. Our success also dependsipability to attract and retain
additional highly qualified management, technicadrketing and sales personnel. The process ofhérnmployees 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 additionalifjed personnel, our business, financial conditéord results of operations could be materially
and adversely affected.

WE CONDUCT MANUFACTURING AT ONLY A FEW SITES AND OU R SITES ARE NOT GENERALLY
INTERCHANGEABLE.

We conduct the majority of our manufacturing at faailities in Fort Collins, Colorado and in Vood® New Jersey. We also conduct
manufacturing in Austin, Texas; San Jose, Califarhancouver, Washington; and Longmont, Coloradgmhacility generally manufactures
different systems and, therefore, are not readilgrchangeable. In July 1997 a severe rainstofroihCollins caused substantial damage to
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 caugeifstant harm to our operations and
results of operations.

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 aummn a worldwide basis as the markets in whictcarmpete become increasingly
globalized. We maintain sales and service officeSérmany, Japan, South Korea, the United Kingdicaiwan and China.

Sales to customers outside the United States atmbéor 27% of our total sales in 1998, 27% in 1888 28% in 2000, 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;
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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.

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 exgerisks as a result of our international opengti?We have experienced fluctuations in
foreign currency exchange rates, particularly agetime Japanese yen. We entered into various fdrieagign 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 vaoéustomized systems in our inventory to meetntldelivery requirements because a
portion of our business involves the just-in-tingpsnent of systems. Our inventory may become olsale we develop new systems and as
our customers develop new systems. Inventory obsetee could have a material adverse effect ofirancial condition

27



and results of operations.
WE ARE SUBJECT TO NUMEROUS GOVERNMENTAL REGULATIONS .

We are subject to federal, state, local and foreggulations, including environmental regulations aegulations relating to the design and
operation of our power conversion and control systéVe must ensure that our systems meet certigity sand emissions standards, many of
which vary across the states and countries in whigtsystems are used. For example, the Europesm Uas 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 investgdficant 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 expenditurggur 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

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 comparysave invested in other stat-companies that develop products and technoldigae e
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 intieireinvesting in compani
that are not established. We could lose all orgary 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 Ghair, President and Chief Executive Officer, hol@6 &% interest in each of the leasing
entities. G. Brent Backman, a member of our bo&directors, holds a 6.6% interest in each of #asing entities. Aggregate rental paymu
under such leases for 2000 totaled approximately #illion. We also lease a condominium in Breclcge,
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Colorado to provide rewards and incentives to astamers, suppliers and employees. We lease thdooonium from AEI Properties, a
partnership in which Mr. Schatz holds a 60% inteaesl Mr. Backman holds a 40% interest. Aggregaméatl payments under the
condominium lease for 2000 totaled approximatel§,$30. As of March 12, 2001, Mr. Schatz owned apipnately 35.9% of our common
stock, and Mr. Backman owned approximately 3.8%uwfcommon stock.

OUR EXECUTIVE OFFICERS AND DIRECTORS OWN A SIGNIFADIT PERCENTAGE OF OUR OUTSTANDING COMMON
STOCK, WHICH COULD ENABLE THEM TO CONTROL OUR BUSIESS AND AFFAIRS.

Our executive officers and directors owned appraxaty 41.1% of our common stock outstanding as afdil 12, 2001. Douglas S. Schatz,
our Chairman, President and Chief Executive Offioemed approximately 35.9% of our common stoclstautding as of March 12, 2001.
These stockholdings give our executive officers dinglctors collectively, and Mr. Schatz individyalsignificant voting power. Depending
the number of shares that abstain or otherwiseaireoted on a particular matter, our executivéceft collectively may be able to elect al
the members of our board of directors and to cbouobusiness affairs for the foreseeable future.

ANTI-TAKEOVER PROVISIONS LIMIT THE ABILITY OF APER SON OR ENTITY TO ACQUIRE CONTROL OF US.
Our certificate of incorporation and bylaws inclygtevisions 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-takeovewjgions of the Delaware General Corporation Lawy Af these provisions could delay or
prevent a person or entity from acquiring contffall®. 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 profgeacould 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 Ma@h?®01 are as follows:

NAME AGE POSITION
Douglas S. Schatz 55  Chief Execut ive Officer, President and Chairman of the Board
Richard P. Beck 67  Senior Vice President, Chief Financial Officer and Director
James F. Gentilcore 48  Executive Vi ce President
Joseph R. Monkowski, Ph.D. 47  Senior Vice President, Business Development
William A. Ruff 50 President, A dvanced Energy Voorhees, Inc.
Richard A. Scholl 62 Senior Vice President and Chief Technology Officer

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 1999, Mr. Schatoasrved as our President. In March 2001 he begyaimg again as our President. Mr.
Schatz also céesunded Energy Research Associates, Inc., a desijroeistom power supplies, and served as its Riesident of Engineerir
from 1977 through 1980. Prior to co-founding EneRpsearch Associates, Mr. Schatz held various ergimg and management positions at
Applied Materials. He is also a director of Advaddeower Technology, Inc., a publicly held company.

RICHARD P. BECK joined us in March 1992 as Vice$tdent and Chief Financial Officer and became Seviice President in February
1998. He joined our board of directors in Septenil$®5. From 1987 to 1992 Mr. Beck served as Exeeltice President and Chief
Financial Officer of Cimage Corporation, a compugeftware company. Mr. Beck is a director of Apgligilms Corporation, TTM
Technologies and Photon Dynamics, Inc., all puplietld companies.

JAMES F. GENTILCORE joined us in March 1996 as ViRresident of Sales and Marketing. He became S#¥fiterPresident of Sales and
Marketing in April 1998 and President of AdvanceateEy Voorhees, Inc. in October 1999. In Januafl2te became President of EMCO,
one of our wholly owned subsidiaries. In Februad@2 he became Executive Vice President. From 189996 he served with MKS
Instruments and held the position of Vice Presidetarketing.

JOSEPH R. MONKOWSKI, PH.D. joined RF Power Produkts. in February 1998 as Senior Vice Presidedt@aneral Manager of the
Electronics Technology Business Group. In Octol@28] upon the merger of Advanced Energy and RF PBwaslucts,
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Dr. Monkowski became our Senior Vice PresidentaleS and Marketing. In August 2000 he became Sé&fitar President, Business
Development. Prior to joining RF Power Products, lonkowski held various executive positions wigleinology companies, including
President of the instruments group of Pacific StietCompany from 1994 to 1997.

WILLIAM A. RUFF joined us in 1990 as the Product Mayer -RF Power Systems. From 1995 to 1997 he was the&ssUnit Engineerin
Manager - Applied Materials Business Unit, and frb®®7 to 1999 he was an Engineering Director ofékabed Energy. In 1999 Mr. Ruff
became Vice President Engineering, Advanced En€ogyhees, Inc. and in March 2001 became Presideivanced Energy Voorhees, Inc.
Prior to joining us, Mr. Ruff held various enginiegy positions in other technology companies.

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 Assesialinc., a manufacturer of high-
technology systems and components.

ITEM 2. PROPERTIES

Our headquarters and main manufacturing faciligylacated in Fort Collins, Colorado, in approxina®97,000 square feet of leased space.
Additional manufacturing and office facilities dozated in Voorhees, New Jersey, in approximat8lp@0 square feet of leased space;
Longmont, Colorado, in approximately 45,000 sqdeet of owned space; Austin, Texas, in approxinya26,000 square feet of leased space;
San Jose, California, in approximately 20,000 sg/feet of leased space; Vancouver, Washingtompnoximately 20,000 square feet of
leased space; and Matthews, North Carolina, incqimiately 4,000 square feet of leased space. Wesbe needs of our customers, we also
maintain regional offices in Milpitas, Californi&€oncord, Massachusetts; Tokyo, Japan; Filders&elinany; Bicester, England; Bundang,
South Korea; Taipei Hsien, Taiwan; and ShenzhemaChVe consider the above facilities suitable adelquate to meet our needs for the
foreseeable future. We believe that suitable aatfti or alternative space will be available in finiare on commercially reasonable terms as
needed.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we are party to various legalgaedings relating to our business. We are noentlyrparty to any material legal
proceedings, except as described below:

We are the defendant in an action filed by Applsience and Technology, Inc., a Delaware corparafibe civil action was filed in the U.
District Court for the District of Delaware on Nawber 30, 2000. Applied Science and Technology, wia
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subsidiary of MKS Instruments, Inc., alleges thgtmanufacturing and selling reactive gas genesatee are infringing upon its patent.
Applied Science and Technology seeks injunctiviefeind damages in an unspecified amount. Theraiim the discovery stage. We have
reviewed the allegations with our patent counsdllzglieve we have meritorious defenses to the cldiim have denied the allegation of
infringement and will defend against the claim vipasly.

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 is traded on thel&tpblational Market under the symbol AEIS. At Maiéh 2001, the number of
common stockholders of record was 962, and theskdstprice on that day was $24 7/16.

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

High Bid Low Bid

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

2000 Fiscal Year
First Quarter 77 7116 42 15/16
Second Quarter 72 7/8 351/4
Third Quarter 63 321/8
Fourth Quarter 35 1/2 15

Advanced Energy has not declared or paid any cagtedds on its capital stock since it terminatisdelection to be treated as an S
corporation for tax purposes, effective January9B4. Advanced Energy currently intends to retdlifugure earnings to finance its business.
Accordingly, Advanced Energy does not anticipatgipgcash or other dividends on its common stodkénforeseeable future. Furthermore,
Advanced Energy's revolving credit facility prohifbthe declaration or payment of any cash dividemdis common stock.

We issued 12,791 shares of common stock to CuaiBsuS, an employee, as of October 1, 1999. Mr. Camassa founder of LITMAS, a
privately held ion source company in which we naidha 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 2000 Consolidated Financial
Statements, related notes and management's dseussiuded in this Form 10-K. The selected comstbd statement of operations data for
the years ended December 31, 2000, 1999 and 1888ha related consolidated balance sheet dathaasldor the years ended Decembe!
2000 and 1999, were derived from consolidated firdrstatements audited by Arthur Andersen LLPepehdent accountants, whose related
audit report is included in this Form 10-K. Theestéd consolidated statement of operations datinéoyears ended December 31, 1997 and
1996, and the related consolidated balance sh&etdaf December 31, 1998, 1997 and 1996, weieedkfrom audited consolidated
financial statements not included in this Form 10-K

YEARS ENDED DECEMBER 31,

20 00 1999 1998 1997 1996

(IN THOUSANDS, EXCEPT PER SHARE DATA)
STATEMENT OF OPERATIONS DATA:

SaleS i $ 35 9,782 $ 202,849 $ 134,019 $ 188,339 $ 138,074
Gross profit ......ccccoceeeevieeninnans 17 6,453 92,202 40,019 71,656 49,706
Total operating expenses .................. 9 1,253 62,876 54,767 49,889 39,448
Income (loss) from operations ............. 8 5,200 29,326  (14,748) 21,767 10,258
Net income (I0SS) ......ccccevveenne $ 6 8,034 $ 19,066 $ (11,025) $ 12,931 $ 6,128
Diluted earnings (loss) per share ......... $ 210 $ 062 $ (038) $ 048 $ 0.23
Diluted weighted-average common shares

outstanding ........cc.coevereeennnen. 3 2,425 30,934 29,007 27,057 26,493

DECEMBER 31,

200 0 1999 1998 1997 19 96

(IN THOUSANDS)

BALANCE SHEET DATA:
Cash, cash equivalents and marketable

SECUNtIeS....ccvveeereeecreeeinen, $189, 527 $207,483 $28,714 $32,551 $12 ,455
Working capital...........cccoeevneenne. 626 257,484 63,225 77,188 43 ,365
Total assetsS.....ccevcveeerieeenieeene 835 325,433 107,736 136,545 72 517
Total debt................. . 980 139,012 1,603 8,784 5 ,037
Stockholders' equity 798 156,989 92,163 99,969 56 ,495
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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 products aridregscritical to plasma-based manufacturing preasesbhese systems are important
components of industrial manufacturing equipmeat thodifies surfaces or deposits or etches thim filyers on computer chips, CDs, flat
panel displays such as computer screens, DVDs,aniadeyeglasses and other products. We marketedinolis systems primarily to large
global OEMs of semiconductor, data storage andbfiael display manufacturing equipment and for nfesturers of other products in
advanced product applications markets. We recogeizenues upon shipment of our systems.

The semiconductor capital equipment industry actamifor approximately 52% of our sales in 1998, 669999 and 70% in 2000. 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 continue to achieve design wirithvexisting and potential customers will
be critical to our future success.
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We continue to seek to expand our product offerargs$ customer base through internal developmentegdisitions. We took a step towa
achieving further market penetration in Septemi®&8lwhen we acquired the assets of Fourth Statenbémgy, Inc. This acquisition
enhanced our capability to design and manufact&r@dver-related process control systarasd to monitor and analyze data in thin film
processes.

In October 1998 we acquired RF Power Products,(IREPP"), which designs, manufactures and supfitiftpower conversion and control
systems, consisting of generators and matchingarksvWe believe our ability to offer an expandiee lof RF systems to our existing
customer base has strengthened our relationshipselthese products principally to semiconductgital equipment manufacturers. We
also sell similar systems to capital equipment nfecturers in the flat panel display and thin filsita storage industries. In April 1999 we
changed the name of RFPP to Advanced Energy Vosytee and conduct business under that name.

In October 1999 we acquired a majority interedtlifMAS, a company that designs and manufacturesnpéagas abatement systems and
high-density plasma sources.

In November 1999 we completed two underwritten putferings, one for $135 million of convertiblal®rdinated notes, and one for
1,000,000 shares of our common stock, at a pri&38fper share. These offerings provided aggrewztproceeds of approximately $167.1
million.

In December 1999 we completed formation of our Wholned sales and service subsidiary in Taiwan.

In March 2000 we formed a strategic partnershifn\8ymphony Systems, a supplier of network-basetcapipns and open-architecture
software solutions to the semiconductor and sengigctor capital equipment industries, to deliveimdmanced network-based infrastructure
to our customers.

In April 2000 we acquired Noah Holdings, Inc. ("Ndda which manufactures solid state temperaturérobeystems to control process
temperatures during semiconductor manufacturing.

In June 2000 we signed an exclusive distributiore@gent with Berkeley Process Control, Inc., a nfeaturer of integrated motion and
machine control technologies.

In July 2000 we entered into an agreement to aedeMCO, which manufactures electronic and electalrarical precision instruments for
measuring and controlling the flow of liquids, steand gases. EMCO became a wholly owned subsidfaiglvanced Energy in January
2001.
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In August 2000 we acquired Sekidenko, Inc. ("Sefiaé), which supplies optical fiber thermometerstte semiconductor capital equipment
industry.

In October 2000 we opened a representative officghienzhen, China, to be responsible for marketldpwmnent, sales and technical support
in China.

In October and November 2000 we repurchased $5Bidmprincipal amount of our convertible subordird notes on the open market,
leaving us with $81.6 million of such long-term dehtstanding. These purchases resulted in antaftaret extraordinary gain of $7.6
million.

In November 2000 we entered into a strategic imaest agreement with Dressler HF Technik GmbH, eapely held supplier of RF power
solutions for plasma-based applications locate@dermmany.

RESULTS OF OPERATIONS
The following table summarizes certain data asragreage of sales extracted from our statemenpefations:

YEARS ENDED DECEMBER 31,
2000 1999 1998

SAlES i .. 100.0% 100.0% 100.0%
Costof sales ......cceevviiieieiiiiiie s .. 51.0 545 70.1
GrosSsS Margin .....coeeveveevccnvveieiieieeeeeeenn .. 49.0 455 29.9
Operating expenses:
Research and development ............cccccoe..... .. 10.2 14.0 18.2
Sales and marketing ..........cccoeevveviinnnns . 6.7 9.0 10.9
General and administrative ............c......... . 6.8 8.0 9.8
Restructuring charges ...........ccoccceeeeee . 03 - 0.7
Merger COStS ......cccevveeenn. . . 1.3 -- 2.1
Storm recoveries -- -- (0.8)
Total operating eXpenses .........cccceeevvveennn. .. 253 310 40.9
Income (loss) from operations ..................... .. 237 145 (11.0)
Other income (EXPENSE) .......cccovcveveernnnnen. .21 0.7 0.1

Net income (loss) before income taxes, minority
interest and extraordinary item

258 152  (10.9)
5.8

Provision (benefit) for income taxes .... 9.0
27
Minority interest in net income ................... . 0.0 0.0 --
Net income (loss) before extraordinary item ....... .. 16.8 9.4 (8.2)
Extraordinary item (net of applicable taxes) ...... .21 - -
Net income (I0SS) ...vvvvvvvieveiiereeeenieiines .. 189% 94% (8.2)%
SALES

We sell power conversion and control systems alade@ equipment primarily to the semiconductor tgquipment, data storage and
advanced product applications markets in the Urfiiiades, to the flat panel display and data stonaayets in Japan, and to data storage and
advanced product applications and industrial markeEurope. We also sell spare parts and repaiices worldwide through our customer
service and technical support organization.
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Sales were $134.0 million, $202.8 million and $85illion in 1998, 1999 and 2000, respectively resgnting an increase of 51% from 1
to 1999 and an increase of 77% from 1999 to 2000.9ales increases were due to increased unit sales

A substantial portion of our sales growth from 1982000 was due to higher system sales to ourlémgest customers, two of whom are
primarily semiconductor capital equipment OEMs, ohehom is a data storage OEM, and one of whoaflat panel display OEM. Our
sales in 1999 reflected the recovery in the sendiootor capital equipment industry from the severemturn of 1998, and resulted from
capacity expansion and increased investment inredvhtechnology by the semiconductor industry. Téi®very and expansion resulted in
record sales for us in 1999. It also resulted aore sales for us in 1999 to the semiconductortabpguipment industry specifically. This
recovery continued into 2000, and resulted in agotecord year of sales for us in total and tosriconductor capital equipment industry.
Our experience has shown that our sales to semictmidcapital equipment customers is dependeni@nalatility of that industry, as a
result of sudden changes in semiconductor supplydamand, and rapid technological advances in $atticonductor devices and wafer
fabrication processes.

Our sales to the semiconductor capital equipmehtstry in 1999 increased 88% over sales to thatsing in 1998. Sales to the data storage
industry increased 26% from 1998 to 1999. Salakddlat panel display industry increased 92% fl888 to 1999. Sales to advanced
product applications industries decreased 15% ft888 to 1999.

Our sales to the semiconductor capital equipmehidtry in 2000 increased 92% over sales to thatsimg in 1999. Sales to the data storage
industry increased 13% from 1999 to 2000. Salekedlat panel display industry increased 162% fi889 to 2000. Sales to advanced
product applications industries increased 32% fi@99 to 2000.

The following tables summarize annual net saled,pm@ncentages of net sales, by customer type florwesach of the three years in the period
ended December 31, 2000:
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YE ARS ENDED DECEMBER 31,

Semiconductor capital equipment ........... 889 $131,395 $69,894
Data storage ..........cccccvvvvvvvnnennns 751 21,823 17,300
Flat panel display ...........ccccccevunne 273 11,171 5,832
Advanced product applications ............. 726 28,563 33,593
Customer service technical support 143 9,897 7,400
$359, 782 $202,849 $134,019

YEARS E NDED DECEMBER 31,

2000 1999 1998
Semiconductor capital equipment ........ 70% 65% 52%
Data storage ..........cccccvvveveeneens 7 11 13
Flat panel display 8 5 4
Advanced product applications .......... 11 14 25
Customer service technical support ..... 4 5 6

100% 100%  100%

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, 2000:

YEARS ENDED DECE MBER 31,
2000 1999 1998
(IN THOUSAND S)
United States and Canada .... $260,596 $148,424 $ 98,042
Europe .....ccccccvvveeennn. 52,893 32,344 25,986
Asia Pacific .... .. 45874 21,583 9,580
Rest of world ............... 419 498 411
$359,782 $202,849 $134,019
YEARS ENDED DECE MBER 31,
2000 1999 1998
United States and Canada ..... 72% 73% 73%
Europe ........ 15 16 20
Asia Pacific ..... 13 11 7
Rest of world 0 0 0
100%  100% 100%

GROSS MARGIN

Our gross margins were 29.9%, 45.5% and 49.0%98811999 and 2000, respectively. The improvemegtdss margin from 1998 to 1999
was primarily a result of our efforts to reduce emit costs, improve overhead cost controls anaeerfavorable absorption of manufactur
costs which resulted from the higher sales base.ifiprovement in gross margin from 1999 to 2000 prasarily a result of a more
favorable absorption of manufacturing costs, whiedulted from the higher sale base. We added neilitiess in Fort Collins, Colorado in the
first quarter of 2001 to increase our manufactudagacity. Due to substantial fixed costs involirethis expansion, there could be an adv

impact on overhead absorption in 2001 if the insegacapacity is not fully utilized.

In the fourth quarter of 1997 the semiconductoiiteapquipment industry entered a sudden and sal@&mturn which continued through the
end of 1998. The downturn in this industry, witle lesulting underutilization of capacity, signifitly impacted our financial results for 19!

The combination of the expansion and lower salsslted in
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an over-capacity situation for us, leading to unfable absorption of manufacturing overhead arubatantially reduced margin. This
underutilization of manufacturing capacity contidue negatively impact gross margins, until satethe semiconductor capital equipment
market recovered in 1999 and 2000.

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.

We provide warranty coverage for our systems ranfiom 12 to 30 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 idengfly technologies, develop new products and impraistieg product designs. Our reseg
and development expenses were $24.4 million, $28I®n and $37.0 million for 1998, 1999 and 200€spectively, representing an incre

of 16% from 1998 to 1999 and 31% from 1999 to 2009a percentage of sales, research and develomxrpeanses decreased from 18.2% in
1998 to 14.0% in 1999 and decreased again to 12300 because of the increasingly higher sales.bEhe increase in expenses from
1998 to 2000 is primarily due to increases in pkynoaterials and supplies and depreciation of gapgint used for new product development.

We believe continued investment in the researchdawvdlopment of new systems is critical to ourigbib serve new and existing markets,
and we continue to invest in new product develogrdening industry downturns. Since our inceptidre tajority of our research and
development costs generally have been internafigdd and all have been expensed as incurred.

SALES AND MARKETING EXPENSES

Our sales and marketing expenses support domestimternational sales and marketing activitiesolwhinclude personnel, trade shows,
advertising, and other marketing activities. Saled marketing expenses were $14.6 million, $18IBamiand $24.1 million for 1998, 1999
and 2000, respectively. This represents a 25%aserérom 1998 to 1999 and a 32% increase from ®2000. The increase in expenses
from 1998 to 2000 is primarily due to higher pajrobmmissions, promotion, distribution and trave$ts. We incurred these expenses to
continue to increase our sales management and girodinagement capabilities. As a percentage of ssddes and marketing expenses
decreased from 10.9% in 1998 to 9.0% in 1999 ardedsed again to 6.7% in 2000 because of the isiogyg higher sales base, while
dollars spent increased.
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GENERAL AND ADMINISTRATIVE EXPENSES

Our general and administrative expenses suppomvotdwide financial, administrative, informatiogséems and human resources functions.
General and administrative expenses were $13.iomi$16.2 million and $24.6 million for 1998, 198ad 2000, respectively. This
represents a 24% increase from 1998 to 1999 addw@iicrease from 1999 to 2000. The increases frd@8 1o 2000 are primarily due to
higher spending for payroll and purchased servidssa percentage of sales, general and administrakipenses decreased from 9.8% in :

to 8.0% in 1999 and decreased again to 6.8% in B@6Ause of the increasingly higher sales base.

We continue to implement our management systenwvaodt including the replacement of existing systémmur domestic and foreign
locations. We expect that charges related to paeddraining and implementation of the new softwaik continue into 2001.

RESTRUCTURING AND MERGER COSTS AND ONE-TIME CREDIT

In 1998 we recorded a $1.1 million recovery, wiiepresented a settlement with our insurance caelated to storm damage to our
headquarters and main manufacturing facilitiehi@Rort Collins area in 1997. We had previouslyprded $2.7 million of storm damages in
1997.

In August 1998 we announced a restructuring plaregpond to the downturn in the semiconductor ehpiuipment market. The plan
included a reduction of workforce of 128 people thosure of one facility in our Fort Collins, Ccddo campus, and the abandonment of
plans to construct a new manufacturing facilitfrort Collins. We achieved other reductions in worke at the Voorhees facility throughout
1998. We took a charge of $1.0 million for the mesturing in the third quarter of 1998.

On October 8, 1998, Advanced Energy acquired RFeP&roducts, Inc., accounted for as a pooling tefré@sts transaction that involved the
exchange of four million shares of Advanced Enargynmon stock for the publicly-held common stoclR&PP. As part of the business
combination, we incurred $2.7 million of expenseoreled in the fourth quarter of 1998 for mergerts0dé/e incurred additional operating
expenses during 1999 relating to consolidatingiatefjrating operations of this business combination

On April 6, 2000, Advanced Energy acquired Noahditajs, Inc. in a pooling of interests transactioat involved the exchange of
approximately 687,000 shares of Advanced Energyncomstock for the privately held common stock ofaNoAs part of the business
combination, we incurred $2.3 million of expenséha second quarter of 2000 for merger costs. \Wieried additional operating expenses
during 2000 and expect to incur further operatirgemses in 2001 relating to consolidating and iratiédgg operations of this business
combination.
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On July 17, 2000, we announced the consolidatiaruofTower, Inc., facility in Fridley, Minnesotayto our existing facility in Voorhees,
New Jersey. We recorded a restructuring chargd ©f @illion in the third quarter of 2000 relatedthe consolidation, which was comple
during the fourth quarter of 2000.

On August 18, 2000, Advanced Energy acquired Sekiglelnc., in a merger that was accounted for psading of interests. This merger
involved the exchange of 2.1 million shares of Auved Energy common stock for the privately held wmm stock of Sekidenko. As part of
the business combination, we took a charge of 82I®n in the third quarter of 2000 for merger tas/Ne incurred additional operating
expenses during 2000 and expect to incur furtherading expenses in 2001 relating to consolidadimg) integrating operations of this
business combination.

The $2.7 million of merger costs incurred in 1998 &4.6 million of merger costs incurred in 200@rwat be capitalized, and in certain cases
are nondeductible for income tax purposes.

OTHER INCOME (EXPENSE)

Other income (expense) consists primarily of irdeilecome and expense, foreign exchange gainsogsdd and other miscellaneous gains,
losses, income and expense items. Interest incceseapproximately $1.1 million, $2.2 million and $A@nillion for the years 1998, 1999 ¢
2000, respectively. In 1998 interest income wasaaprimarily from earnings on investments madenftbe proceeds of our initial public
offering in 1995 and our underwritten public offegiin 1997. In 1999 and 2000 interest income wasezbprimarily from the proceeds of ¢
offering of convertible subordinated notes and camrstock 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.lbo@terest expense was approximately $340,00@, ®ilion and $7.7 million for the years
1998, 1999 and 2000, respectively. The increasetefest expense from 1998 to 2000 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
$369,000 and $1.5 million for 1998 and 1999, reipely, and a net foreign currency loss of $196,002000. The increase from 1998 to
1999 was primarily due to strengthening of the exgje rate of the Japanese yen to the U.S. doharldss in 2000 was due to a weakening
of the exchange rate of the Japanese yen to thedodll@r offset by the effect of our use of forwdodeign exchange contracts to hedge our
exposure to fluctuations in foreign exchange rad@sce 1997 we have entered into various forwaréifm exchange contracts as a hedge
against currency fluctuations in the JapaneseWenwill continue to evaluate various policies tmimiize the effect of foreign currency
fluctuations.
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Eleven European countries adopted a Single Europeamency (the "euro™) as of January 1, 1999 witfaasition period continuing through

at least January 1, 2002. As of January 1, 19@8¢tkeleven of the fifteen member countries of tin@Eean 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 enaies of non-participating countries. A twelfthr&pean country adopted the euro on January
1, 2001. Although we do not expect the introductibthe euro currency to have a significant impactbur revenues or results of operations,
we are unable to determine what effects, if ang,dirrency change in Europe will have on competiind competitive pricing in the affect
regions.

Miscellaneous expense items were $939,000 and @80&) 1998 and 1999, respectively. Miscellaneogsiine of $4.7 million in 2000 was
primarily due to a $4.8 million gain on a sale ofiavestment.

PROVISION (BENEFIT) FOR INCOME TAXES

The income tax benefit for 1998 was $3.5 million aepresented an effective tax rate of 24%. Thenrectax provision of $11.7 million for
1999 represented an effective rate of 38%. Theniectax provision of $36.8 million in 2000, whictcinded $4.6 million of provision for an
extraordinary item, represented an effective r&t&b86. Changes in our relative earnings and theiegs of our foreign subsidiaries affect
consolidated effective tax rate. We adjust our inedaxes periodically based upon the anticipatedtatus of all foreign and domestic
entities.

EXTRAORDINARY GAIN

In the fourth quarter of 2000 we repurchased ameggde of approximately $53.4 million principal aimé of our convertible subordinated
notes in the open market, for a cost of approxiim&it40.8 million. These purchases resulted in @gprextraordinary gain of $12.2 million,
$7.6 million after tax.

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, 2000. We believe that all necessgungimdents have been included in the amounts shketledv to present fairly such quarterly
information. The operating results for any quaaes not necessarily indicative of results for anysequent period.

43



Sales
Cost of sales ...

Gross profit

Operating expenses:

Research and development .................. 6

Sales and marketing ..........ccccceenee. 3

General and administrative ................ 3
Restructuring charge
Merger COStS ........ccceuene

Total operating expenses ...

Income from operations
Other (expense) income

Net income before income taxes, minority
interest and extraordinary item ........... 2
Provision for income taxes
Minority interest in net income ...
Net income before extraordinary item ........
Extraordinary item (net of income taxes) ....

Net income

Diluted earnings per share before
extraordinary item

Diluted earnings per share from
extraordinary item

Diluted earnings per share .. $
Diluted weighted-average common
shares outstanding 30

MAR. 3
1999
PERCENTAGE OF SALES:
Sales 100.
58.

Gross Margin .......ccceevveersiueeennns 41,
Operating expenses:

Research and development ................ 16.

Sales and marketing ........ 9.

General and administrative . e 9.

Restructuring charge ....... -

Merger costs ..... -
Total operating eXpenses .................. 35.
Income from operations 6.
Other (expense) income .... (0.

Net income before income taxes, minority
interest and extraordinary item ......... 6.

Provision for income taxes ....

Minority interest in net income .

Net income before extraordinary item ......
Extraordinary item (net of income taxes) ..

Netincome .......ccocevveviieeriineenns 3.

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, operating results ma

QUARTERS ENDED

31, JUNE 30, SEPT. 30, DEC. 31, MAR. 31, JUN
99 1999 1999 1999 2000 2

(IN THOUSANDS, EXCEPT PER SHARE DATA)

419 $45,363 $55,626 $65441 $75,028 $8
,187 25,093 30,675 33,692 38,361 4

232 20,270 24,951 31,749 36,667 4

,029 6,983 7,211 8,103 8,113

,970 14,916 16,237 18,753 19,619 2

,262 5354 8,714 12,996 17,048 2
(80) 45 1,063 522 120

182 5399 9,777 13,518 17,168 2
951 2,109 3,687 4,994 5947
- -~ 89 (17

231 3,290 6,090 8,455 11,238 1

,231 $ 3,290 $ 6,090 $ 8,455 $11,238 $1

004 $ 011 $ 020 % 027 $ 035 $

~% ~-$% -$ -3% -8

004 $ 011 $ 020$% 027 $ 035 $

,814 30,604 30,932 31,816 32,512 3

QUARTERS ENDED

1, JUNE 30, SEPT. 30, DEC. 31, MAR. 31, JUNE 3
1999 1999 1999 2000 2000

0% 100.0% 100.0% 100.0% 100.0% 100.
2 563 551 515 511 50

6 154 13.0 124 108 9.
4 9.2 8.2 9.3 7.9
6 8.3 8.0 6.9 7.5

0 119 176 207 229 24
6 4.6 6.7 7.7 7.9 9.

4% 7.3% 10.9% 12.9% 15.0% 15.

E 30, SEPT. 30, DEC. 31,
000 2000 2000

3,338 49,492 52,138

1,074 26,482 27,961
8,023 10,195 8,076
(67) (20 106

3,118 $16,289 $ 27,389

040 $ 050 $ 0.61

- $ - $ 022

040 $ 050 $ 0.83

2,543 32,417 34,078 *

0, SEPT. 30, DEC. 31,
2000 2000

0% 100.0% 100.0%
7 51.4 50.7

9 100 104
2 6.5 6.5
8 7.0 6.2
- 1.0 --

7 2.4 --



adversely affected. A variety of factors have dtuence on the level of our revenues in a particglaarter. These factors include:
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0 general economic conditions;

o specific economic conditions in the semiconduatua semiconductor capital equipment industriesadhér industries in which our
customers operate;

o timing and nature of orders from major customers;

o changes in customers' inventory management peagti

o customer cancellations of previously placed aréed shipment delays;

o0 pricing competition from our competitors;

o costs incurred by responding to specific featagpests by customers;

o0 component shortages resulting in manufacturingyde

o exchange rate fluctuations;

0 management decisions to commence or discontiragript lines;

o our ability to design, introduce and manufactuee 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 experatitiand

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

We are dependent on obtaining orders for shipnmeatparticular quarter to achieve our revenue ¢ibgs for that quarter. Accordingly, it is
difficult for us to predict accurately the timingdlevel of sales in a particular quarter. We apdite quarterly fluctuations in sales to
continue.

Our quarterly operating results in 1999 and 20@@cethe changing demand for our products durig period, principally from
manufacturers of semiconductor capital equipmeat dtorage equipment and flat panel displayspandbility to adjust our manufacturing
capacity to meet this demand. Sales to the semimbodcapital equipment industry increased eachtguthroughout 1999 and 2000. Data
storage sales were flat from the first quarter@99.to the second quarter of 1999, then increasétkithird and fourth quarters of 1999. Data
storage sales then decreased in the first and depaarters of 2000, increased in the third quat@000 and decreased in the fourth quarter
of 2000. Sales to the flat panel display industigréased each quarter of 1999 and 2000. Salevémesld product applications markets,
though fluctuating on a
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quarterly basis throughout 1999 and 2000, weredrighthe second half of 1999 than in the firsf b&lL999, were higher again in the first
half of 2000 and again in the second half of 2@ revenue from all sectors is heavily influenbgdyeneral economic conditions in eact
the industries we serve.

Our gross margin improved on a quarterly basi®9®@9land reached a relatively consistent level ahed the quarters in 2000. Gross margin
improved from 41.8% in the first quarter of 199%t 7% in the second quarter of 1999, then imprdeetf.9% in the third quarter of 1999
and to 48.5% in the fourth quarter of 1999. Thesedases were due to increased utilization of éggptom the recovery in the
semiconductor capital equipment industry and fremincreased efforts to lower material costs. Groasgin improved slightly to 48.9% in
the first quarter of 2000 and again to 49.3% ingbeond and fourth quarters of 2000, with a sligtrease to 48.6% in the third quarter of
2000.

Operating expenses were $13.0 million, $14.9 mmi|l$16.2 million and $18.8 million during the firsecond, third and fourth quarters of
1999, respectively, but declined as a percentagalet throughout 1999 as the sales base increasbdjuarter. Operating expenses
excluding restructuring and merger costs were $8lléon, $19.7 million, $22.7 million and $23.7 hivn during the first, second, third and
fourth quarters of 2000, respectively. Operatingesses, excluding restructuring and merger costdingéd as a percentage of sales in the
first and second quarters of 2000, and increasghitlyl as a percentage of sales in the third andtfioquarters of 2000. As a percentage of
sales, operating expenses have generally decliméagdperiods of rapid sales growth, when salesei@eed at a rate faster than our ability to
add personnel and facilities to support the gro@perating expenses as a percentage of sales bageatly increased during periods of flat
or decreased sales, when our infrastructure igyegtdo support anticipated future growth.

Other income (expense) consists primarily of irdehrecome and expense, foreign currency gain as&l Bind miscellaneous gains, losses,
income and expense items. Interest income and erpaareased significantly in the fourth quartel®®9, when the interest income and
expense from the proceeds of the convertible simate notes and the interest from the proceetiseodommon stock sale began. Interest
income and expense stayed at higher levels thraud@®0. During 1999 we recorded a net foreign arge gain of $1.5 million, which
occurred mostly in the second half of the year, iar@D00 we recorded a $196,000 foreign currensg.l#Ve continue to utilize forward
foreign exchange contracts in Japan to mitigateeffezts of foreign currency fluctuations. The thiuarter of 2000 included a $4.8 million
gain on a sale of an investment.

Our effective rate for income tax provision fludtec throughout 1999 and 2000, varying from 31%4%4The fluctuations were due to
certain nondeductible expenses including mergesscaad due to initiatives we implemented in 20®@educe our overall rate.
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LIQUIDITY AND CAPITAL RESOURCES

Since our inception, we have financed our operatianquired equipment and met our working capi@lirements through borrowings uni
our revolving lines of credit, long-term loans sexliby property and equipment, cash flow from of@na and proceeds from underwritten
public offerings of our common stock and convediblbordinated debt.

Operating activities provided cash of $10.4 milliar.999, primarily as a result of net income, @égmtion, amortization, increases in
accounts payable and increased accruals for pagrojployee benefits and income taxes, offset breases in accounts receivable and
inventories. Operating activities provided casl$22.8 million in 2000, primarily as a result of metome, depreciation, amortization and
increases in accounts payable and increased asdangdayroll, employee benefits and income tapastially offset by increases in
receivables and inventories, gains on retiremenbaf/ertible subordinated notes and a sale of wsiment, and earnings from marketable
securities. We expect future receivable and invgritalances to fluctuate with net sales. We areired to maintain higher levels of buffer
stock inventory to satisfy our customers' deliveaguirements. Any increase in our inventory lewélsrequire the use of cash to finance the
inventory.

Investing activities used cash of $176.2 milliorlB99, and consisted of a net increase in market#urities of $168.9 million, the purchi
of property and equipment of $7.2 million and aditidn to an investment of $175,000. Investing\atis provided cash of $27.4 million in
2000, and consisted of a net decrease in marketableities of $38.1 million, proceeds from a sHlan investment of $4.5 million and
proceeds from a sale of equipment of $150,000ebffg purchases of property and equipment of $dllion, a purchase of technology of
$1.0 million and an addition to an investment 05&200.

Financing activities provided cash of $174.5 millia 1999, and consisted of net proceeds from atibe subordinated debt of $130.5
million, net proceeds from the sale of common stick37.8 million, proceeds from the exercise opéayee stock options and sale of
common stock through our employee stock purchase PESPP") of $4.5 million, and other proceed$hf7 million. Financing activities
used cash of $37.5 million in 2000, and consisfespen market repurchases of our convertible not&&l0.8 million and other uses of $1.6
million, offset by proceeds from the exercise ofpdogee stock options and sale of common stock tittaur ESPP of $4.9 million.

In the fourth quarter of 2000 we repurchased ameagde of approximately $53.4 million principal ambof our convertible subordinated
notes in the open market, for a cost of approxitm&40.8 million. The note purchases were fundednfour available cash. We may
repurchase additional notes in the open market from to time, if market conditions and our finaalgdosition are deemed favorable for such
purchases.
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We plan to spend approximately $12.5 million in 200r the acquisition of equipment, leasehold inweraents and furnishings, with
depreciation expense for 2001 projected to be B8l®n. In January 2001 we used cash to purchlasetitstanding common stock of EM(
for approximately $30 million.

As of December 31, 2000, we had working capité279.6 million. Our principal sources of liquiditgnsisted of $31.7 million of cash and
cash equivalents, $157.8 million of marketable gées, and a credit facility consisting of a $3@dlion revolving line of credit, with

options to convert up to $10.0 million to a thgesar term loan. Advances under the revolving liheredit bear interest at either the prime
(8.5% at February 28, 2001) minus 1.25% or the LIRB&BOday rate (4.88375% at February 28, 2001) plus Esfistpoints, at our option. /
advances under this revolving line of credit wal ue and payable April 7, 2001. As of Decembe2BD0 there was an advance outstanding
of $875,000 to our Japanese subsidiary, Advancedgynlapan K.K. We also had another line of crefd$1.9 million of which there was no
balance outstanding at December 31, 2000. Thistdieel expired in January 2001.

We believe that our cash and cash equivalents,etasle securities, cash flow from operations araillalle borrowings, will be sufficient to

meet our working capital needs through at leasetiteof 2001. After that time, we may require addal equity or debt financing to address
our working capital, capital equipment or expansieerds. In addition, any significant acquisitioreswake may require additional equity or
debt financing to fund the purchase price, if paidash. There can be no assurance that addifiending will be available when required or
that it will be available on terms acceptable to us

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 crediliy issuers and by policy are averse to principss and seek to protect and preserve our
invested funds by limiting default risk, marketkrsnd reinvestment risk. As of December 31, 2000,imvestments consisted primarily of
commercial paper, municipal bonds and notes andiahfunds.

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
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forward foreign exchange contracts to hedge agaimsency fluctuations in the Japanese yen. Weosiltinue to evaluate various method
minimize the effects of currency fluctuations. Aéd@mber 31, 2000, we held foreign forward exchamgeracts with nominal amounts of
$11.5 million and market settlement amounts of $I0illion for an unrealized gain position of $82600

OTHER RISK

We have invested in a start-up company and mdyeriture 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 Advanced Energy Industries, Inc.:

We have audited the accompanying consolidated balsineets of Advanced Energy Industries, Inc. (avizgre corporation) and subsidiaries
as of December 31, 2000 and 1999, and the relatesblidated statements of operations, stockholdgrsty and cash flows for each of the
three years in the period ended December 31, Zltdkse consolidated financial statements and thedsidd 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.

We conducted our audits in accordance with audigtagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabcut whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the financial position of Advan:
Energy Industries, Inc. and subsidiaries as of B 31, 2000 and 1999, and the results of tharaiwns and their cash flows for each of
the three years in the period ended December 30 20conformity with accounting principles genéralccepted in the United States.

Our audits were made for the purpose of forminginion on the basic consolidated financial stateisiéaken as a whole. The schedule
attached to the consolidated financial statemensdsented for purposes of complying with the 8eéesiand Exchange Commission's rules
and is not a part of the basic consolidated firdrstatements. This schedule has been subjecthd tuditing procedures applied in our
audits of the basic consolidated financial stat@sand, in our opinion, is fairly stated in all m@al respects in relation to the basic
consolidated financial statements taken as a whole.

Denver, Colorado ARTHUR ANDERSEN LLP February 1202.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS)

DECEMBER 31,

ASSETS
CURRENT ASSETS:
Cash and cash equivalents ..............cccc.....
Marketable securities - trading
Accounts receivable --

$ 31,716 $ 21,043
157,811 186,440

Trade (less allowances for doubtful accounts o f approximately
$784 and $639 at December 31, 2000 and 1999, respectively) ...... 72,732 44,652
Related parties .........cccccvvvvveveenennn. 38 32
Other .......ccoeene. 3,775 1,787
Notes receivable 2,472 -
Income tax receivable ...........ccccceeeeeen. 74 1,453

INVENONIES v e s 45,266 28,410

Other current assets ........cccocevveeeeninns 2,508 1,803
Deferred income tax assets, net ................. 7,483 3,753
Total current @ssets .....cccoeeceeeeee e 323,875 289,373
PROPERTY AND EQUIPMENT, at cost, net of accumulated
depreciation of $24,427 and $18,629 at December 3 1,
2000 and 1999, respectively .....cccccceeeeeeeee 24,101 17,699
OTHER ASSETS:
Deposits and Other .....cccccoveeeivvvvincceeee s 995 559
Goodwill and intangibles, net of accumulated amor tization of
$6,061 and $3,860 at December 31, 2000 and 199 9, respectively ..... 9,890 11,040
Investments - available for sale ..............~ L 1,824 -
Demonstration and customer service equipment, net of
accumulated depreciation of $2,302 and $2,235 at December 31,
2000 and 1999, respectively ........ 2,889 2,352

2,261 4,410

Deferred debt issuance costs, net

Total @SSetS ..covvvevveiecieeeceeeee e, $ 365,835 $ 325,433

The accompanying notes to consolidated financééstents are an integral part of these consolidstzthce sheets.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS)

DECEMBER 31,

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
$ 18,250 $ 15,702

Accounts payable trade ...........cccccceeeen...

Accrued payroll and employee benefits ........... 11,723 7,606
Other accrued eXpenses .........c.cccveeeeenunnes 4,383 3,040
Customer deposits .........ccccvvvveeeeeeerennn. 104 804
Accrued income taxes payable ..........cceceeee. s 7,923 1,266
Capital lease obligations, current portion ...... 53 100
Notes payable, current portion .................. 1,284 2,485
Accrued interest payable on convertible subordina ted notes .... 529 886
Total current liabilities ... 44,249 31,889
LONG-TERM LIABILITIES:
Capital lease obligations, net of current porton ... - 46
Notes payable, net of current portion ........... 1,043 1,381
Convertible subordinated notes payable .......... ... 81,600 135,000
82,643 136,427
Total liabilities .......ccococvvveeee 126,892 168,316
COMMITMENTS AND CONTINGENCIES (Note 14)
MINORITY INTEREST ..ooooviiiiiiiiiieiiieencie e 145 128
STOCKHOLDERS' EQUITY:
Preferred stock, $0.001 par value, 1,000 shares
authorized, none issued and outstanding ...... L. -- --
Common stock, $0.001 par value, 40,000 shares aut horized;
31,537 and 30,981 shares issued and outstandin g at
December 31, 2000 and 1999, respectively ..... 32 31
Additional paid-in capital ...................... 124,930 108,997
Retained earnings .........ccccocvveeeeniinnnn. 116,971 48,937
Deferred compensation ........cccccceevvcccee. (1,620) (86)
Accumulated other comprehensive l0SS .....c....... L (1,515) (890)
Total stockholders' equity ......cc....... L. 238,798 156,989
Total liabilities and stockholders' equit VARTER $ 365,835 $ 325,433

The accompanying notes to consolidated financééstents are an integral part of these consolidstzthce sheets.




ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

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

SALES ...
COST OF SALES ......cooiiviiiiicii,

Gross Profit ......ccccveeeveesiiiieiiiiieens

OPERATING EXPENSES:
Research and development
Sales and marketing ...........
General and administrative .
Restructuring charges ...........ccccovvveenns
MEIQEr COSES ..o
StOrmM reCoVeries ......ccovvveerveeineeninens

Total operating eXpenses ..........cceeeveees
INCOME (LOSS) FROM OPERATIONS ......ccoevvveennne

OTHER INCOME (EXPENSE):
Interest income
Interest expense .
Foreign currency (loss) gain ....................
Other income (expense), Net ...........ccocee....

Net income (loss) before income taxes, minority

YEARS ENDED

183,329

(L= 2 0 S 92,685
PROVISION (BENEFIT) FOR INCOME TAXES .............. 32,241
MINORITY INTEREST IN NET INCOME ........cccnen 20
NET INCOME (LOSS) BEFORE EXTRAORDINARY ITEM ....... oo, 60,424
EXTRAORDINARY ITEM (LESS APPLICABLE INCOME TAXES OF

$4,566) (NOLE 11) cocvveiviieiiieeiieeeeee e 7,610
NET INCOME (LOSS) .cvviiiiiiiiiiieiiiieeeeee it $ 68,034 $
NET EARNINGS (LOSS) PER SHARE BEFORE EXTRAORDINARY ITEM:

BASIC it e $ 193 $

DILUTED .ot e $ 186 $
EARNINGS PER SHARE FROM EXTRAORDINARY ITEM:

BASIC it e $ 024 %

DILUTED oot e $ 024 %
NET EARNINGS (LOSS) PER SHARE:

BASIC it e $ 217 %

DILUTED oot e $ 210 $
BASIC WEIGHTED-AVERAGE COMMON SHARES

OUTSTANDING .oooiiviieeiieeiieeevieeeeeeee e 31,336
DILUTED WEIGHTED-AVERAGE COMMON

SHARES OUTSTANDING ...cooviviiiiiiiiieiiies e 32,425

DECEMBER 31,

999 1998
02,849 $ 134,019
1 10,647 94,000

28,326 24,405
18,325 14,616
16,225 13,121

- 1,000

- 2,742

- (1117
62,876 54,767
20,326 (14,748)
2,174 1,111
(1,430) (340)
1,504 369
(698) (939)
1,550 201
30,876  (14,547)
11,741 (3,522)
69 -
19,066  (11,025)
19,066 $ (11,025)
064 $ (0.38)
062 $ (0.38)
- $ -

- $ -
064 $ (0.38)
062 $ (0.38)
20,706 29,007
30,934 29,007

The accompanying notes to consolidated financiéstents are an integral part of these consolidastdments.
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COMMON STOCK

BALANCES, December 31,

1997 oo 27,241 $ 27 $
Exercise of stock
options for cash ..... 219 --

Proceeds from

stockholders'

notes receivable...... - -
Sale of common

stock through

employee stock

purchase plan ........ 20 -
Amortization of

deferred

compensation ......... -- -
Issuance of common

stock for

intangibles .......... 1,680 2

Tax benefit related
to shares acquired
by employees under
stock compensation
plans ................ -- --
Adjustment to
conform year-end
of merged entity ..... - --
Comprehensive loss:
Equity adjustment
from foreign
currency
translation .......... - -
Netloss .............. - -
Total comprehensive
l0SS .oiiiis - -

BALANCES, December 31,

1998 .. 29,160 29
Exercise of stock
options for cash ..... 490 1

Sale of common stock

through employee

stock purchase plan .. 22 --
Issuance of common

stock for

intangibles .......... 227 -

Tax benefit related
to shares acquired
by employees under
stock compensation
plans ...
Sale of common stock

through private and

public offerings,

net of approximately

$2,448 of expenses ... 1,070 1
Issuance of common

stock for services

rendered ............. 12 --
Deferred compensation

on stock options

issued ............... - -
Amortization of

deferred compensation -- --
Comprehensive income:
Equity adjustment from

foreign currency

translation .......... - -
Net income ............ - -

Total comprehensive

income .............. - -

BALANCES, December 31,

1999 .o 30,981 31
Exercise of stock
options for cash ..... 488 1

Issuance of common
stock for services

ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
(IN THOUSANDS)

FOR THE YEARS ENDED DECEMBER 31, 2000, 1999 AND 19

ACCUMULATED

ADDITIONAL STOCKHOLDERS' OTHER  TOTAL

PAID-IN RETAINED NOTES DEFERRED COMPREHENSIVE STOCKHOLDERS'
CAPITAL EARNINGS RECEIVABLE COMPENSATION (LOSS) INCOME ~ EQUITY

59,357 $ 41378 $ (67) $ (34) $ (692) $ 99,969

728 - - - - 728

- - 67 - - 67

133 - - - - 133

- - - 34 - 34
2,094 - - - - 2,096

365 - - - - 365

—- (482 - - - (482)

- - - - 278 -

-~ (11,025) - - - -

- - - - ~  (10,747)
62,677 29,871 - - (414) 92,163
4,147 - - - - 4,148
345 - - - - 345
2,335 - - - - 2,335
1,422 - - - - 1,422
37,826 - - - ~ 37,827
136 - - - - 136
109 - - (109) - -

- - - 23 - 23

- - - - (476) -

-~ 19,066 - - - -

- - - - -~ 18,590
108,997 48,937 - (86) (890) 156,989
4,393 - - - - 4,394



provided and merger

COStS ..oovveenen 55 - 2,430 - - - - 2,430
Sale of common stock

through employee

stock purchase plan .. 13 - 520 - - - - 520
Tax benefit related

to shares acquired by

employees under stock

compensation plans ... -- - 6,595 - - -- - 6,595
Deferred compensation

on stock options

issued ............... - -- 1,995 - - (1,995) - -
Amortization of
deferred compensation -- -- -- -- -- 461 -- 461

Comprehensive income:
Equity adjustment from

foreign currency

translation .......... -- -- -- -- -- -- (2,990) --
Unrealized holding

gains ...ccoeveeeene -- -- -- --
Net income ............ - -- - 68,034 -- -
Total comprehensive

income .............. - -- - - - - -- 67,409

BALANCES, December 31,
2000 ..ovieiiiieiane 31,537 $ 32 % 124,930 $ 116,971 $ - $ (1,620) $ (1,515) $ 238,798

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

CONSOLIDATED STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (I0SS) .....cccevieviiiieiiiiens
Adjustment for conforming year-end of merged enti
Adjustments to reconcile net income (loss) to net
activities -
Depreciation and amortization ................
Amortization of deferred debt issuance costs .
Provision for restructuring ..................
Minority interest ..........cccveeereenns
Stock issued for services rendered and merger
Provision for deferred income taxes ..........
Amortization of deferred compensation ........
(Gain) loss on disposal of property and equipm
Gain on sale of investment
Gain on retirement of convertible subordinated
Earnings from marketable securities, net .....
Writedown of LITMAS investment ...............
Changes in operating assets and liabilities -
Accounts receivable-trade, net ............
Related parties and other receivables .....
Notes receivable ...........c.ccccoernee
Inventories ..............
Other current assets
Deposits and other ...........ccccccoevens
Demonstration and customer service equipmen
Accounts payable trade ....................
Accrued payroll and employee benefits .....
Customer deposits and other accrued expense
Income taxes payable/receivable, net ......

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of marketable securities ...............
Sale of marketable securities ........ .
Proceeds from sale of investment ................
Proceeds from sale of equipment ..... .
Purchase of property and equipment, net .........
Purchase of technology ..........ccccccveineene
Purchase of LITMAS, net of cash acquired ........
Acquisition of assets of Fourth State Technology,

Net cash provided by (used in) investing

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notes payable ....................
Repayment of notes payable and capital lease obli
Proceeds from convertible debt, net .............
Repurchase of convertible debt, net .............

Sale of common stock, net of expenses ...........

Sale of common stock through employee stock purch
Proceeds from exercise of stock options and warra
Proceeds from stockholders' notes receivable ...

Net cash (used in) provided by financing activ
EFFECT OF CURRENCY TRANSLATION ON CASH ............

INCREASE IN CASH AND CASH EQUIVALENTS .............
CASH AND CASH EQUIVALENTS, beginning of period ....

CASH AND CASH EQUIVALENTS, end of period ..........
SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING
AND FINANCING ACTIVITIES:
Tax benefit related to shares acquired by empl

Conversion of royalty payable to note payable

Deferred compensation on stock options issued

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid for interest ...........ccoceevueene

Cash paid for income taxes, net .................

(IN THOUSANDS)

cash provided by operating

10,506

(28,080)
(1,994)
(2.472)
(16,856)
(705)
(502)
(1,282)
2,548
4,117
558

nts 4,394

6,595

ENDED DECEMBER 31,

1999 1998
$ 19,066 $ (11,025)
- (482)
8,356 7,113
81 -
- 1,000
69 -
136 -
851  (1,620)
23 34
(15) 120
(1,724) (765)
322 600
(28,822) 20,648
(1,306) 1,473
(4,882) 10,305
(252) 2,109
280 (991)
(563)  (1,034)
9,171  (9,603)
4,467  (2,585)
1,022 916
4,088  (5,929)
10,368 10,284
(170,805)  (1,000)
1,928 6,100
(7,.168)  (5,410)
(175)  (1,000)
~  (2,500)
(176,220)  (3,810)
3,304 2,201
(1,637)  (9,382)
130,509 -
37,827 -
345 133
4,148 728
- 67
174,496  (6,253)
(476) 278
8,168 499
12,875 12,376
$ 21,043 $ 12,875
$ 1422 $ 365
$ 742 $ -
$ 109 $ -
$ 459 $ 423
$ 6221 $ 2395

The accompanying notes to consolidated financiéstents are an integral part of these consolidatdments.
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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 products and systems critical tespla-based manufacturing processes,
which are used by manufacturers of semiconductwdsraindustrial thin film manufacturing processéee Company owns 100% of each of
the following subsidiaries: Advanced Energy Japai.i{'AE-Japan”), Advanced Energy Industries GmBAH-Germany"), Advanced
Energy Industries U.K. Limited ("AE-UK"), Advancdthergy Industries Korea, Inc. ("AE-Korea") and Adead Energy Taiwan, Ltd. ("AE-
Taiwan"). The Company also owns 100% of Advanceer§ynVoorhees, Inc. ("AEV"), formerly RF Power Puats, Inc. ("RFPP"), Tower
Electronics, Inc. ("Tower"), Noah Holdings, IncN@ah") and Sekidenko, Inc. ("Sekidenko") and 59d%ITMAS. As discussed in Note 3,
Noah was merged into the Company on April 6, 2@0@, Sekidenko was merged into the Company on Au)2000. The acquisitions
Noah and Sekidenko have been accounted for aslagaob interests under Accounting Principles Bo@nginion No. 16. Accordingly, a

prior period consolidated financial statements Hasen restated to include Noah and Sekidenko aglhtney had always been part of the
Company. AEV is a New Jersey-based designer andifaemrer of radio frequency power systems, matghietworks and peripheral
products primarily used by original equipment po®rs in the semiconductor capital equipment, comialecoating, flat panel display and
analytical instrumentation markets. Tower is a Misota-based designer and manufacturer of custgimg@arformance switchmode power
supplies used principally in the telecommunicatjenedical and non-impact printing industries. Naah California-based manufacturer of
solid state temperature control systems used tyagrocess temperatures during semiconductor faaturing. Sekidenko is a Washington-
based manufacturer and supplier of optical fibertfometers to the semiconductor capital equipnmehtstry. LITMAS is a startqp compan
that designs and manufactures plasma gas abatsysteins 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 equipmehtstries, customer concentration within
the markets the Company serves, manufacturingtfasitisks, recent and potential future acquissiomanagement of growth, supply
constraints and dependencies, dependence on deisiginbarriers to obtaining new customers, the lheglel of customized designs, rapid
technological changes, competition, internatiomdégs 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 matésjalirect labor and manufacturing overhead. Ineges are valued at the lower of
market or cost, computed on a first-in, first-oasis.
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MARKETABLE SECURITIES - TRADING -- The Company has/estments in marketable equity securities andionpal bonds, which
have original maturities of 90 days or more. Inadance 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.

DEMONSTRATION AND CUSTOMER SERVICE EQUIPMENT -- Damstration and customer service equipment are rmatwred
products utilized for sales demonstration and eaédn purposes. The Company also utilizes thispgent 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 three-year life.

PROPERTY AND EQUIPMENT -- Property and equipmenrdtested 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 and furniture and
fixtures, with computers and communication equiphtEpreciated over a three-year life. Amortizatddheasehold improvements and leased
equipment is provided using the straight-line mdtbwer the life of the lease term or the life of tissets, 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 rangiognfifive to seven years for both the goodwill angl ititangible assets.

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

WARRANTY POLICY -- The Company estimates the casftsepairing products under warranty based on ibtiical average cost of the
repairs. The Company offers warranty coveragetfosystems for periods ranging from 12 to 30 moafter 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 statementsddtms and cash flows at the average exchange dating the respective year.

The Company recognizes gain or loss on foreigreoary transactions, which are not considered tdf ladang-term investment nature. The
Company recognized a loss on foreign currency &etitns of $196,000 for the year ended Decembe2@10, and gains on foreign currency
transactions of $1,504,000 and $369,000 for thesyeaded December 31, 1999 and 1998, respectively.

REVENUE RECOGNITION -- The Company recognizes rexeapon shipment of its systems and spare pangiah time title passes to
the customer. For most of its customers, the Compas established a warranty policy as part afatgract with the customer, to provide for
repairs and replacement of defective systems. Tmpany records an estimate for such repairs bgseulits experience, and does not re:
an offset against revenue for such temporary return
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The Company has an arrangement with one of itsmeafgtomers, a semiconductor capital equipment faaturer, in which completed
systems are shipped to the customer and held by ¢imea consignment basis. The customer draws sgdtem this inventory as needed, at
which time title passes to the customer and the @@y recognizes revenue. The customer is subjeébet@ompany's normal warranty pol
for repair of defective systems.

In some instances the Company delivers systemsstomers for evaluation purposes. In these arraagemnthe customer retains the systems
for specified periods of time without commitmeniparchase. On or before the expiration of the eatédn period, the customer either rejects
the system and returns it to the Company, or asdéptsystem. Upon acceptance, title passes tw#iemer, the Company invoices the
customer for the system, and revenue is recogni2eiding acceptance by the customer, such systemsported on the Company's balance
sheet at an estimated value based on the lowearsbioc market, and are included in the amount &nahstration and customer service
equipment, net of accumulated depreciation.

INCOME TAXES -- The Company accounts for incomeetin accordance with SFAS No. 109, "Accountinglfi@ome Taxes." SFAS No.
109 requires deferred tax assets and liabilitidsetoecognized for temporary differences betweertak basis and financial reporting basis of
assets and liabilities, computed at current tagstadlso, the Company's deferred income tax agsetsde certain future tax benefits. The
Company records a valuation allowance against anyom of those deferred income tax assets whibklieves it will more likely than not

fail to realize.

EARNINGS PER SHARE -- Basic EPS is computed byding 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
numerator is increased to include certain chargéshwvould not have been incurred, and the denaiminsincreased to include the number
of additional common shares that would have be¢standing (using the treasury stock and if-conekentethods) if potentially dilutive
common shares had been issued. For the periodsnpees certain stock options outstanding and caimeiof the convertible subordinated
notes payable were not included in this calculatienause to do so would be anti-dilutive. Basic dihded EPS were the same for fiscal
1998 as the Company incurred losses from operatibasefore, making the effect of all potentialijulve common shares anti-dilutive.

COMPREHENSIVE INCOME (LOSS) -- SFAS No. 130, "Rejimgy Comprehensive Income," established rulesHerreporting of
comprehensive income (loss) and its components.p@aimensive income (loss) for the Company consfst&ebincome

(loss), foreign currency translation adjustmentd anrealized holding gains and is presented irCthresolidated Statement of Stockholders'
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@jng 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 the Compansiyiess as one operating segment
because all of its products and systems have sigtglanomic characteristics and production processes

RECENT ACCOUNTING PRONOUNCEMENTS -- In June 1998 #ASB issued SFAS No. 133, "Accounting for Deilin@ainstruments
and Hedging Activities." The Company is requiredtimpt SFAS No. 133, as amended by SFAS No. 13Jaounary 1, 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
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are met. SFAS No. 133 also establishes uniform dedgounting criteria for all derivatives. The Camyp will not seek specific hedge
accounting treatment for its foreign currency fordvaontracts (Note 18). The Company has assesspdsition with regard to its derivative
and hedging activities and does not believe tratattoption of SFAS No. 133 will have a material &wipon the Company's financial
condition or results of operations.

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 December 3002The adoption of SAB No. 101 did not have a migteffect on the Company's financ
position or results of operations.

In March 2000 the FASB issued FASB Interpretatian 84, "Accounting for Certain Transactions InvalyiStock Compensation" ("FIN No.
44"). FIN No. 44 provides clarification and guidanan applying APB No. 25. Generally, FIN No. 44\pdes for prospective application for
grants or modifications to existing stock optiomsawards made after June 30, 2000. The adoptiéiNdoNo. 44 in 2000 did not have a
material effect on the Company's financial conditiw results of operations.

ESTIMATES AND ASSUMPTIONS -- The preparation of tiempany's consolidated financial statements ifiararity with generally
accepted accounting principles requires the Compangnagement to make estimates and assumptidreffénzt 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 cegyis less than the carrying amount of the aasdtnpairment 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.

RECLASSIFICATIONS -- Certain reclassifications hdheen made to the 1998 and 1999 financial statentemionform to the 2000
presentation.

(3) ACQUISITIONS

SEKIDENKO, INC. -- On August 18, 2000, Sekidenkag.l ("Sekidenko"), a privately held, Vancouver, \Wagton-based supplier of optical
fiber thermometers to the semiconductor capital@gant industry, was merged with a wholly ownedssdiary of the Company. The
Company issued 2.1 million shares of its commouoksto the former shareholders of Sekidenko. In eation with the merger, the Company
recorded in the third quarter of 2000 a chargeperating expenses of $2.3 million for direct mergadated costs.

NOAH HOLDINGS, INC.-- On April 6, 2000, Noah Holdings, Inc. ("Noah8) privately held, California-based manufacturesalfd state
temperature control systems used to control praeesperatures during semiconductor manufacturirag merged with a wholly owned
subsidiary of the Company. The Company issued appaiely 687,000 shares of its common stock in eation with the acquisition. In
addition, outstanding Noah stock options were cardeinto options to purchase approximately 40 8§i8dres of the Company's common
stock. In connection with the merger, the Compamprded in the second quarter of 2000 a chargpedating expenses of $2.3 million for
direct merger-related costs.
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AEV -- On October 8, 1998, RF Power Products, Isince renamed Advanced Energy Voorhees, Inc. ("AEYNew Jersey-based designer
and manufacturer of radio frequency power systenagching networks and peripheral products primddtyoriginal equipment providers in
the semiconductor capital equipment, commercialiegaflat panel display and analytical instrumeiotamarkets, was merged with a wha
owned subsidiary of the Company. The Company isspgdoximately four million shares of its commoacst to the former shareholders of
AEV. In addition, outstanding AEV stock options weronverted into options to purchase approximédtéB;000 shares of the Company's
common stock.

AEV's operating results for the month of Decemi®38lare not reflected in the accompanying consiitiatatement 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.

Each of the above mergers constituted a tax-fregyamization and have been accounted for as angpofiinterests under Accounting
Principles Board Opinion No. 16. Accordingly, atlgr period consolidated financial statements pnesg have been restated to include the
combined balance sheet, statements of operatiahsash flows of AEV, Noah and Sekidenko as thowumthéiad always been part of the
Company. There were no transactions between thep@aym AEV, Noah and Sekidenko prior to the combdare, and immaterial
adjustments were recorded at AEV, Noah and Sekm&mkonform their accounting policies. Certainlassifications were made to conform
the AEV, Noah and Sekidenko financial statementhéoCompany's presentations. The results of dpesator the separate companies and
combined amounts presented in the consolidateddiahstatements follow:

YEARS ENDED DECEMBER 31,

2000 1999 1998

(IN THOUSANDS)
Sales:
Pre-AEV merger

Advanced Energy . $ - $ - $ 86,289

AEV o - - 18,436
Advanced Energy and AEV combined before Noah and

Sekidenko mergers .........ccoceeeeiineennn. 67,171 183,958 19,973
Noah before Noah and Sekidenko mergers .......... 3,080 7,617 5,639
Sekidenko before Noah and Sekidenko mergers ..... 4,777 11,274 3,682
Post-Noah merger

Advanced Energy combined with AEV and Noabh .... .. 123,190 - -

Sekidenko ...........ccueeee. 7,034 - -
Post-Sekidenko merger 154,530 -- --

Consolidated .........ccceeviieiiieninne .. $ 359,782 $ 202,849 $ 134,019

Net income (loss):

Pre-AEV merger

Advanced ENergy ........cccoevevvereernnenne. . $ - $ - $ (2,748)

AEV oo - - (3,859)
Advanced Energy and AEV combined before Noah and

Sekidenko mergers .........ccoceeeeiineennn. 9,996 16,838 (168)
AEV merger COStS ......ocovvveeiiiiiieeeiniinen. - - (2,742)
Noah before Noah and Sekidenko mergers .......... 43 184 (1,620)
Sekidenko before Noah and Sekidenko mergers ..... 1,199 2,044 112
Post-Noah merger

Advanced Energy combined with AEV and Noabh .... 20,809 - -

Sekidenko ........coccveieiiiiiieeiiieen 1,367 - -
Noah merger costs .......... (2,333) - --
Post-Sekidenko merger 39,203 -- --
Sekidenko merger COStS .......ccceeerriieeenn. (2,250) - -

Consolidated ........cccceevvvveniieninenne .. $ 68,034 $ 19,066 $ (11,025)
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OTHER INTANGIBLES -- During 1999 Noah acquired vaus intangible assets, primarily a license agre¢muet patents, by issuing
approximately 214,000 shares of common stock vahtiéd,950,000. The entire purchase price wasathalcto other intangibles and is being
amortized over a seven-year useful life.

During 1998 Sekidenko acquired various intangilsigets, primarily a license agreement, by issuimpgagimately 1,680,000 shares of
common stock valued at $2,096,000. The entire @selprice was allocated to other intangibles aheiisg amortized over a fiwgear usefu
life.

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 sourcespdifthase price consisted of $1
million in cash. On October 1, 1999, the Compamu@ed an additional 27.5% interest in LITMAS for additional $560,000. The purchase
price consisted of $385,000 in the Company's comshock and $175,000 in cash. The acquisition waswated for using the purchase
method of accounting and resulted in $523,000 atkxt to intangible assets as goodwill. The residltperations of LITMAS are included
within the accompanying consolidated financialestagnts from the date the controlling interest ab%%was acquired. On October 1, 2000,
the Company acquired an additional 3.0% interektTiMAS for an additional $250,000, bringing the iBpany's ownership interest in
LITMAS to 59.5%.

FST -- Effective September 3, 1998, the Companyiaed substantially all of the assets of FourthteSteechnology, Inc. ("FST"), a privately
held, Texas-based designer and manufacturer oégsamontrols used to monitor and analyze dataeifRthprocess. The purchase price
consisted of $2.5 million in cash, assumption 8843,000 liability, and an earn-out provision, whis based on profits over a twelve-quarter
period beginning October 1, 1998. Approximatelyedaillion of the initial purchase price was allogato intangible assets. During the fou
quarter of 1999, the Company accrued $240,000tamgible assets as a result of the earn-out pmviseing met during the fifth quarter
period. The results of operations of FST are inetudiithin the accompanying consolidated finandialesnents from the date of acquisition.

(4) PUBLIC OFFERING OF COMMON STOCK

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.

(5) MARKETABLE SECURITIES - TRADING

MARKETABLE SECURITIES - TRADING are reported at théir value and consisted of the following:

DECEMBE R 31,
2000 1999
(IN THOUSA NDS)
Commercial paper .................. $ 85,827 $ 118,894
Municipal bonds and notes ......... 54,022 67,453
Mutual funds ...........ccocee. 17,962 93
$ 157,811 $ 186,440

These marketable securities have original cos#16¥,112,000 and $185,069,000 as of December 8D, &0d 1999, respectively.
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(6) ACCOUNTS RECEIVABLE - TRADE

ACCOUNTS RECEIVABLE - TRADE consisted of the follivg:

DOMESLC ....eeevvveciiecciiec e $
Foreign .....oooveeeviiieiiiiiieeeee
Allowance for doubtful accounts .............

(7) INVENTORIES
INVENTORIES consisted of the following:
DECEM
2000
(INTH
Parts and raw materials ................ $34,462

Work in process
Finished goods

(8) PROPERTY AND EQUIPMENT

PROPERTY AND EQUIPMENT consisted of the following:

Machinery and equipment..............ccccvveeeens
Computers and communication equipment..............
Furniture and fixtures...........ccccceeevnneen.
VehicCles......couviiiiiiiiiciiieee e

Leasehold improvements.........c.ccccceeeveinnnns

Less - accumulated depreciation....................

DECEMBER 31,

(IN THOUSANDS)
41,545 $ 21,877
31,971 23414
(784) (639)

72,732 $ 44,652

OUSANDS)
$19,381
2,526
6,503

DECEMBER 31,

(IN THOUSANDS)
$25,075  $18,121
12,484 8,967

4,026 3,781
197 161
6,746 5,298

48,528 36,328
(24,427)  (18,629)

$ 24,101 $ 17,699

(9) INVESTMENTS IN MARKETABLE SECURITIES, AVAILABLEFOR SALE

In the third quarter of 2000 the Company exercisadants of a supplier in a cashless transactiorraceived 458,000 shares of the suppl
common stock, which is publicly traded. Concurneith the exercise, the Company sold 320,000 shafrdee supplier's common stock and
recognized a gain of approximately $4.8 millioneTemaining 138,000 shares have been classifiadalsble-for-sale securities and are
reflected as an investment of approximately $1[foniin the accompanying balance sheet.
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(10) NOTES PAYABLE

DECEMB ER 31,
2000 1999
(IN THOU SANDS)
Revolving line of credit of $30,000,000, expiring A pril 7, 2001, interest at
bank's prime rate minus 1.25% or the LIBOR 360-da y rate plus 150 basis
points, (average 1.98718% during 2000, 2.39857% a t December 31, 2000)
This line includes $20,000,000 available for gene ral use, with an option
to convert up to $10,000,000 to a three-year term loan; additional
advances up to $5,000,000 each for Optional Curre ncy Rate Advances and
Foreign Exchange Contracts. Borrowing base consis ts of the sum of 80% of
eligible accounts receivable plus the lesser of 2 0% of eligible inventory
or $5,000,000. Loan covenants provide certain fin ancial restrictions
related to working capital, leverage, net worth, payment
and declaration of dividends and profitability .. L, $ 875 $ 1,958
Revolving line of credit of $1,875,000, expired Jan uary 2001, interest at bank's
prime rate plus 3.5% (minimum 12% plus 1% discoun t rate). Loan is secured by a
Certificate of Deposit, certain accounts receivab le, inventory, equipment and
intangibles, and is guaranteed by a stockholder. Agreement provides for an early
termination fee of $30,000 if the line is termina ted prior to maturity ............. -- 241
Note payable, shareholder (see Note 16) ............ e 356 447
Note payable, royalties, with interest at 7%, with monthly payments ranging from
$5,000 to $15,000, including interest, due July 2 002. The note is unsecured ........ 704 738
Note payable, Other .......cccovvs e 120 --
Note payable to the New Jersey Economic Development Authority, with interest at
5%, principal and interest due monthly, matures J anuary 2002 and secured by
machinery and eqUIPMENt ......cceveevvvvneeeee 109 216
Note payable, shareholder (see NOte 16) ............ e 163 266
2,327 3,866
LeSS == CUITEeNt POILION ooovvvviiiiiiiicees e (1,284) (2,485)
$ 1,043 $ 1,381

(11) CONVERTIBLE SUBORDINATED NOTES PAYABLE

In November 1999 the Company issued $135 millionarfvertible subordinated notes payable at 5.239¢s& notes mature November 15,
2006, with interest payable on May 15th and Novanis¢h each year beginning May 15, 2000. Net prdsd¢e the Company were
approximately $130.5 million, after deducting $é8lion of offering costs, which have been capitatl and are being amortized over a p¢
of seven years. Holders of the notes may converhttes at any time into shares of the Companysramn stock, at $49.53 per share. The
Company may convert the notes on or after NoverhBeP002 at a redemption price of 103.00% timegtirecipal amount, and may convert
at successively lesser amounts thereafter untieNdoer 15, 2006, at which time the Company may co@ate redemption price equal to the
principal amount. At December 31, 2000, $529,00&rest expense was accrued as a current liabilit

In October and November 2000, the Company repuechas aggregate of approximately $53.4 million@pal amount of its convertible
subordinated notes in the open market, for a dospproximately $40.8 million. These purchaseslteduin an after-tax extraordinary gain of
$7.6 million. The purchased notes have been catteNpproximately $81.6 million principal amounttb® notes remains outstanding, which
had a fair market value of approximately $66.7 imnillas of December 31, 2000. The Company may acoatio purchase additional notes in
the open market from time to time, if market coindis and its financial position are deemed favadbt such purposes.

(12) INCOME TAXES

For the years ended December 31, 2000, 1999 arf] ft#9provision for income taxes consisted of mowant for taxes currently payable and
a provision for tax effects deferred to future pds. In 1997 the
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\Company's statutory U.S. tax rate increased fréf 8 35%.

The provision (benefit) for income taxes for thaggeended December 31, 2000, 1999 and 1998 wali@s<:

DECEMBER 31,
2000 1999 1998
(IN THOUSAN DS)
Federal ................. $ 28,869 $ 8,08 7 $ (3,843)
State and local ......... 3,592 1,37 6 (561)
Foreign taxes ........... 4,346 2,27 8 882
$ 36,807 $ 11,74 1 $ (3522
Current ........coeeee. $ 40,537 $ 10,89 0 $ (1,902)
Deferred (3,730) 85 1 (1,620)
$ 36,807 $ 11,74 1 $ (3522

The following reconciles the Company's effective tate to the federal statutory rate for the yesnded December 31, 2000, 1999 and 1998:

DECEMBER 31,

2000 1999 1998
(IN THOUSANDS)
Income tax expense (benefit) per federal statutory rate ...... $ 36,703 $ 10,807 $ (5,09 1)
State income taxes, net of federal deduction ...... ... 2,232 894 (36 5)

Foreign sales corporation ....... (2,516) (331) - -

Nondeductible merger costs 1,604 (228) 96 0
Nondeductible intangible and goodwill amortization 618 553 50 0
Other permanent items, net (2,262) (137) (15 9)
Effect of foreign taxes ..........ccccoevveeeene 578 1,000 8 0
Foreign operating loss with no benefit provided ... -- -- 61 0
Change in valuation allowance ..................... -- (717) 10 7
Tax CreditS .oevvcciieiiiiie e . (150) (100) (16 4)
$ 36,807 $ 11,741 $ (3,52 2)
The Company's deferred income tax assets are stipatias follows:
DECEMBER 31, 2 000 CHANGE DECEMBER 31, 1999
(IN THOUSANDS)
Employee bonuses and commissions ... $ 1,851 $ 1,821 $ 30
Warranty reserve ................... 1,046 437 609

Bad debt reserve ................... 229 4) 233

Vacation accrual ................... 1,076 551 525
Royalties ........cccouveeernunnen. - (280) 280
Obsolete and excess inventory ...... 2,433 1,546 887
Investment in LITMAS ............... 395 52 343

Depreciation and amortization ...... 312 (161) 473
Other ....ccoeieiiiiiiieiiiee 141 (232) 373

$ 7,483 $ 3,730 $ 3,753

The domestic versus foreign component of the Coylparet income (loss) before income taxes at Deee®b, 2000, 1999 and 1998, wa:
follows:

DECEMBER 31,

2000 1999 1998
(IN THOUSANDS)
Domestic ........... $ 94,094 $ 25177 $ (15,021)
Foreign ............ 10,767 5,699 474

$ 104,861 $ 30,876 $ (14,547)
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(13) RETIREMENT PLAN

The Company has 401(k) Profit Sharing Plans wharec most full-time employees who have completedrsinths of full-time continuous
service and are age eighteen or older. Dependirigeoplan in which a participant is enrolled, papants may defer up to either 10% or 15%
of their gross pay up to a maximum limit determigdaw. Participants are immediately vested irirtbentributions.

The Company may make discretionary contributiorsetlaon corporate financial results for the fisary Effective January 1, 1998, the
Company increased its matching contribution fotipgrants in the 401(k) Plans up to a 50% matclingontributions by employees up to
6% of the employee's compensation. The Compangbdontributions to the plans were approximately291,000, $848,000 and $754,000
for the years ended December 31, 2000, 1999 angl, 188pectively. Vesting in the profit sharing adnition account is based on years of
service, with most participants fully vested aftee years of credited service.

The Company also has a Money Purchase Pensionvifiash covers certain employees. This plan wasginpeffective July 1, 1998, and the
Company is not required to make contributions ®ptan for future years. The Company's contribwgitinthis plan were $63,000 for 1998
and $62,000 for 2000. The Company made no coniiisiin 1999.

(14) 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 24.7%.
The future minimum lease payments under capitalizasle obligations as of December 31, 2000 arellasvk:

(INT HOUSANDS)
Total minimum lease payments, all 2001 ...... $ 56
Less - amount representing interest ......... 3)
Less - current portion ............ccceee... (53)
$ 0

OPERATING LEASES

The Company has various operating leases for aliib@spequipment, and office and production spated 16). Lease expense under
operating leases was approximately $5,155,00028490 and $4,822,000 for the years ended Dece&ih@000, 1999 and 1998,
respectively.

The future minimum rental payments required unagrcancelable operating leases as of December 80, &@ as follows:

(IN THOUSANDS)

2001 i, $ 5,556

2002 ..oovieiiiieaee 4,980

2003 .vieeiiieeeee 4,017

2004 ..oooiiiiiieen, 3,525

2005 ..o, 3,200

Thereafter .............. 18,156
$ 39,434



GUARANTEE

On April 12, 2000, the Company committed to a lezisgrantee of approximately $1,000,000 through I4@# 2005, to a private company.

The Company received 25,000 shares of the privatgoany's common stock, which is valued at approteim&4,000 and is reflected on the
Company's balance sheet in investments.

(15) FOREIGN OPERATIONS

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

YEARS ENDED DECEMBER 31,

2000 1999 1998
(IN THOUSANDS)
Sales:
Originating in Japan to unaffiliated customers.. ... $ 32,404 $ 16,270 $ 6,300
Originating in Europe to unaffiliated customers. ... 24,375 12,724 8,489
Originating in U.S. and sold to foreign customers ... 35,504 23,996 21,188
Originating in U.S. and sold to domestic customer S e 260,596 148,424 98,042
Originating in South Korea to unaffiliated custom ers ..... 2,989 1,435 -
Originating in Taiwan to unaffiliated customers. ... 3,914 -- --
Transfers between geographic areas .............. ... 48,963 24,053 10,304
Intercompany eliminations ..........ccccoeeeeee. L (48,963) (24,053) (10,304)

$ 359,782 $ 202,849 $ 134,019

Income (loss) from operations:

JAPAN oo $ 6533 $ 1,758 $ (1,505)
BUIOPE it 3,805 2,379 1,722
US e 73,508 25,390 (14,944)
South Korea ....cccccvvvvevveveiiiieeeeieieeeeee 751 188 (186)
TAIWAN oo 594 -

Intercompany eliminations ..........cccceeeeeee. L 9 (389) 165

$ 85,200 $ 29,326 $ (14,748)

JAPAN oo $ 21,567 $ 13,967
BUIOPE oo 19,263 11,950
U.S e 387,953 345,431
......... 2,609 1,393
......... 5,105 -
Intercompany eliminations ........ccccccceeeeee. L (70,662)  (47,308)

$ 365,835 $ 325,433

Intercompany sales among the Company's geograpdas are recorded on the basis of intercompanggastablished by the Company.

(16) RELATED PARTY TRANSACTIONS

The Company leases office and production spaces &rtimited liability partnership consisting of tan officers of the Company and other
individuals. The leases relating to these spacpsesin 2009 and 2011 with monthly payments of agpnately $52,000 and $60,000,
respectively. The Company also leases other offiteproduction space from another limited liabiprtnership consisting of certain offic
of the Company and other individuals. The leasa&tirg to this space expires in 2002 with a mongdyment of approximately $28,000.

Approximately $1,637,000, $1,693,000 and $1,35906fk charged to rent expense attributable to tleeses for the years ended December
31, 2000, 1999 and 1998, respectively.

The Company also leases office and production sfranea shareholder. Approximately $228,000, $100¢,8nd $199,000 were charged to
rent expense attributable to this lease for thesyeaded
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December 31, 2000, 1999 and 1998, respectively.

The Company leases, for business purposes, a camdomowned by a partnership of certain stockhadd&he Company paid the partners
approximately $36,000 for each of the years endecebhber 31, 2000, 1999 and 1998, relating to ¢aisd.

During 1999 a shareholder of Sekidenko granted eyegls options under a preexisting arrangementrichpee shares of his common stock
already outstanding at exercise prices below fairket value. Under this agreement, 29,700 and 84925uch options were exercised in
1999 and 2000, respectively. These options willlteda the Company recognizing $109,000 as comp@rsaxpense over the four-year
vesting period related to the 1999 purchases, &r@P%,000 as compensation expense over the fourvesting period related to the 2000
purchases. Compensation expense of $23,000 andd®6d/as recognized in 1999 and 2000, respectively.

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 exerciseepiiibese notes receivable and accrued interestiderepaid in full.

The Company has an unsecured note payable tolkhstder of $356,000, less current portion of $48,00ith interest at 7%, due November
1, 2002. The note is payable in installments afi@pal and interest of $135,000 in 2001 and $30®j6(®002.

The Company has a note payable to a stockholdgt@&8,000, less current portion of $107,000, witkriest at 5%, due January 2002. The
note is payable in installments of principal angiast due semi-annually on January 13th and Btly. 1

(17) MAJOR CUSTOMERS

The Company has a major customer (sales in exé¢d€¥/o of total sales) that is a manufacturer ofisemductor capital equipment. Sales to
this customer accounted for the following perceesagf sales for the years ended December 31, 2000, and 1998:

DECEMBER 31,

2000 1999 1998

Customer A .............. 39% 34% 24%

(18) FORWARD CONTRACTS

AE-Japan enters into foreign currency forward cacts to buy U.S. dollars to offset foreign currenisk for trade purchases payable and
intercompany transactions with its parent. Foreigmency forward contracts reduce the Company's&xe to the risk that the eventual net
cash outflows resulting from the purchase of préesildenominated in other currencies will be advgraéiected 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 ausrgains and losses under the above
arrangements are not deferred. The Company geyeratrs into foreign currency forward contractthwhnaturities ranging from one to ei
months, with contracts outstanding at Decembe8Q0, maturing through August 2001. All forward tracts are held until maturity. At
December 31, 2000, the Company held foreign foreachange contracts with nominal amounts of $11(Eand market settlement
amounts of $10,674,000 for an unrealized gain osif $826,000 that has been included in otheorime and expense in the accompanying
statement of operations.
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(19) 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 188bu&ry 1998, February 1999 and December 2000Ent@oyee Option Plan allows
issuance of incentive stock options, non-qualifiptions, and stock purchase rights. The exercise pf incentive stock options shall not be
less than 100% of the stock's fair market valu¢herdate of grant. The exercise price of moilified stock options shall not be less than ¢

of the stock's fair market value on the date ofgr@ptions issued in 2000, 1999 and 1998 wereibsti 100% of fair market value with
typical vesting over three to four years. UnderEmeployee Option Plan, the Company has the diserét accelerate the vesting period. The
options are exercisable for ten years from the dhggant. The Company has reserved 5,625,000 slodiommon stock for the issuance of
stock under the Employee Option Plan, which terteisan June 2003.

In connection with the grant of certain stock opsian the second quarter of 1995, the Company decb$142,000 of deferred compensation
for the difference between the deemed fair valu@bézounting purposes and the option price asmd@ied by the Company at the date of
grant. This amount was presented as a reductistookholders' equity and was amortized over theetlyear vesting period of the related
stock options.

In connection with the grant of certain stock opsian the third quarter of 1999, the Company reedr$#109,000 of deferred compensatior
the difference between the deemed fair value fooating purposes and the option price as detedriigyghe Company at the date of grant.
In connection with the grant of certain stock optian 2000, the Company recorded $950,000 and $,00@ of deferred compensation in the
first and second quarters of 2000, respectivelyesElramounts also reflected the difference betweeddemed fair value for accounting
purposes and the option price as determined bZtimepany at the dates of grant. These amounts asemtied as a reduction of stockholders'
equity, and are being amortized over the four-yesting period of the related stock options.

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

Purchase Plan") covering an aggregate of 200,08@slof common stock. Employees are eligible ttigipate 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 umel&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 2000, 1999 and 198Blayees purchased an aggregate of
13,025, 22,390 and 20,264 shares under the Stack#&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 1999ldrewas 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 eisable 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 fie market value of the common stock on the
grant date. The Directors Plan terminates Septe2@@5.
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The following summarizes the activity relating fations for the years ended December 31, 2000, 486891998:

20 00 1999 1998

(in thousands, except shares prices)

Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Stock options:
Incentive stock
options --
Options outstanding at
beginning of period ......... 1,850 $ 13.90 1,987 $ 9.01 1,475 $ 7.02
Granted .........cccevevnne 461 44.45 417  30.31 937 10.23
Exercised .... . (488) 9.12 (487) 8.44 (219) 3.35
Terminated ............ (104) 19.26 (67) 10.44 (206) 6.35
Options outstanding at
end of period ............... 1,719 23.29 1,850 13.90 1,987 9.01
Options exercisable at
end of period ............... 689 14.09 801 9.10 651 6.89
Weighted-average fair value
of options granted during
the period .........cccccevenne. $ 32.75 $ 18.78 $ 6.71
Price range of
outstanding options ......... $0.67 - $60.75 $0.67 -$44.97 $ 0.67 - $31.63
Price range of options
terminated .. $0.83 - $43.69 $3.88- $28.16 $ 0.83 - $12.75
Non-employee directors stock
options--
Options outstanding at
beginning of period 55 $ 18.34 40 $ 12.18 20 $ 14.67
Granted .........ccocueenen. 20 46.48 18 32.94 20 7.55
Exercised ........ccoeenee. -- -- (3) 11.05 -- --
Terminated ................... -- - - - - -
Options outstanding at
end of period ............... 75 26.31 55 18.34 40 12.18
Options exercisable at
end of period ............... 32 18.65 22 17.27 15 11.40
Weighted-average fair value
of options granted during
the period .........cccccvvenne. $ 30.83 $ 20.11 $ 4.93
Price range of
outstanding options ......... $6.13 - $64.94 $6.13 - $36.94 $ 8.63 - $29.88

Price range of options
terminated

Statement of Financial Accounting Standards No, 128counting for Stock-Based Compensation" ("SHA& 123"), defines a fair value
based method of accounting for employee stock nptar similar equity instruments. However, SFAS 23 allows the continued
measurement of compensation cost for such plang tisé intrinsic value based method prescribed B3 ®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 ¥A323 had been applied. The Company has eléateccount for stock-based
compensation plans under APB No. 25, under whichpemsation expense, if any, is recognized basedeoimtrinsic value of stock options
and other stock awards, generally measured atateead grant.

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:

2000 1999 1998
Risk-free interest rates 6.06% 5.92% 5.06%
Expected dividend yield rates 0.0% 0.0% 0.0%
Expected lives 4 years 4 years 4 years
Expected volatility 103.69% 77.33% 87.48%

The total fair value of options granted was comgutebe approximately $15,719,000, $8,192,000 #,03%,000 for the years ended
December 31, 2000, 1999 and 1998, 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 irpréd of forfeiture. Pro forma stc-based compensation, net of the effect of forfegt



and tax, was approximately $4,554,000, $2,999,0@0%2,033,000 for 2000, 1999
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and 1998, respectively.

Had compensation cost for these plans been detednsionsistent with SFAS No. 123, the Company'snoeime (loss) would have been
reduced (increased) to the following pro forma anisu

2000 1999 1998

(IN THOUSANDS, EXCEPT

PER SHARE DATA)
Net Income (Loss):

As reported ..o $ 68 ,034 $ 19,066 $ (11,025)

Proforma .........ccooiiiininns 63 ,480 16,067 (13,058)
Diluted Earnings (Loss) Per Share:

As reported .........ccceevnennne $ 210 $ 062 $ (0.38)

Pro forma .......ccccoeeennnnen. 1.96 0.52 (0.45)

Because the SFAS No. 123 method of accounting dialsaen applied to options granted prior to Jantiaty995, the resulting pro forma
compensation cost may not be representative otahas expected in future years.

The following table summarizes information abow #tock options outstanding at December 31, 2000:

Option s Outstanding Options Exercisable
Weighted -
Average Weighted- Weighted-
Remainin g Average Average
Range of Number Contractu al Exercise Number Exercise
Exercise Prices Outstanding Life Price  Exercisable Price
$0.67 to$ 2.57 17,000 2.8 year $ 1.19 17,000 $ 1.19

S
$3.11 to$ 6.75 200,000 6.9 year s $ 5.68 106,000 $ 491

$7.13 to$ 9.00 308,000 6.6 year s $ 8.19 154,000 $ 8.37

$11.05 to $16.52 391,000 6.8 year s $13.18 279,000 $12.94
$17.32 to $ 26.63 90,000 8.7 year s $20.47 42,000 $19.86
$28.16 to $40.00 326,000 8.4 year s $29.94 98,000 $29.25
$43.69 to $64.94 462,000 9.1 year s $47.08 25,000 $47.17

1,794,000 7.7 year s $2351 721,000 $14.29

(20) SUBSEQUENT EVENTS

ENGINEERING MEASUREMENTS CO.-- On July 6, 2000, fiempany entered into a definitive agreement taimedeEngineering
Measurements Company ("EMCQO"), a Longmont, Colofadsed company which manufactures electronic aatremechanical precision
instruments for measuring and controlling the flofiquids, steam and gases, for 900,000 sharédseo€ompany's common stock. The
Company and EMCO renegotiated the agreement astob@r 20, 2000 to change the consideration frarcksio cash. Completion of the
merger was subject to approval by EMCO's shareholaed certain other conditions. On January 2, 2@.merger was completed, and the
Company paid the EMCO shareholders cash in an gggremount of approximately $30 million, whichlied the exercise prices paid in
cash by EMCO option holders on exercise of any EMB2k options after October 20, 2000 and befogectimpletion of the merger.
Options not exercised before the completion oftleeger were converted into options to acquire thm@any's common stock. The
acquisition will be accounted for using the puréhamethod of accounting.
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(21) QUARTERLY FINANCIAL DATA

The following table presents unaudited quarteraficial data for each of the eight quarters inpmgod ended December 31, 2000. The
quarters ended March 31, 1999 through June 30, B&0€ been restated to include the combined sdlfioncial data of Noah and
Sekidenko as though each had always been paré @dmpany. The Company believes that all necessiugtments have been included in
the amounts stated below to present fairly suchtgug information. The operating results for anyacter are not necessarily indicative of
results for any subsequent period.

QUARTERS ENDED

MAR. 31, JUNE 30, SEPT. 30, DEC. 31, MAR.31, J UNE 30, SEPT. 30, DEC. 31,
199 9 1999 1999 1999 2000 2000 2000 2000
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Sales .o $ 36, 419 $45,363 $55,626 $65441 $75,028 $ 85,701 $96,317 $102,736
Gross profit ........c....... ... 15, 232 20,270 24,951 31,749 36,667 42,363 46,825 50,598
Income from operations ............c........ 2, 262 5354 8,714 12,996 17,048 20,343 20,884 26,925
Net income before extraordinary item ....... 1, 231 3,290 6,090 8,455 11,238 13,118 16,289 19,779
Extraordinary item (net of income taxes) ... -- - - - -- - - 7,610
Netincome .........cccoeevniinicnnne, $ 1, 231 $ 3,290 $ 6,090 $ 8455 $11,238 $ 13,118 $16,289 $ 27,389
Diluted earnings per share before
extraordinary item ..........cc.coeeene. $ 0 .04 $ 011 $ 020 $ 027 $ 035 $ 040 $ 050 $ 0.61
Diluted earnings per share from
extraordinary item ...........c.coeeene. $ - % -$%$ -3 -3 -3 - $ - $ 022

Diluted earnings per share ................. $0 .04 $ 011 $ 020 $ 027 $ 035 $ 040 $ 050 $ 0.83

The following table presents unaudited quarteraficial data for the quarters ended March 31, 18@ugh June 30, 2000, retroactively
combining the selected financial data of Noah aekid&nko for the periods prior to the periods inahheach was merged with the Company.

QUARTERS ENDED

MAR. 31, JUNE 30, SEPT. 30, DEC. 31, MAR. 31, JUNE 30, SEPT. 30, DEC. 31,
19 99 1999 1999 1999 2000 200 0 2000 2000
(IN THOUSANDS, EXCEPT PER SHARE DA TA)
Sales ..o $3, 691 $3,848 $4,484 $6,868 $7,857 $5, 115 $ - $ -

Gross profit ......cccoceveeee 2, 134 1,977 2,407 3,827 4,493 3, 024 - -
Income from operations ..................... 1, 191 886 1,007 901 2,179 1, 809 - -
Net income before extraordinary item ....... 697 520 555 456 1,242 1, 088 - -
Extraordinary item (net of income taxes) ... - - - - - - - -
NEet iNCOME .....vvveeeeeeeeeeeeeeeen $ 697 $ 520 $ 555 $ 456 $1,242 $1, 088 $ - $ --
Diluted earnings per share before

extraordinary item ............cceevene $0 .02 $001 $ - $(0.01) $001 $ - % - $ -
Diluted earnings per share from

extraordinary item ....................... $ - % - % - 3% - $ -3 - $ - % -
Diluted earnings per share ................. $0 .02 $001 $ - $(0.01) $001 $ - % - $ -

The following table presents unaudited quarteraficial data for the Company for each of the aigiatrters in the period ended December
31, 2000, as each period had been originally ptedan quarterly financial statements as reporte@arms 10-Q for the quarterly periods
ended March 31, 1999, June 30, 1999, Septembd939, March 31, 2000 and June 30, 2000, and on EOrit for the quarterly period
ended December 31, 1999. The quarterly period eBeéptember 30, 2000 reflects the same financial @apreviously reported on the
Company's Form 10-Q for that period, and the guagrperiod ended December 31, 2000 reflects theesgmancial data as reported in the
Management's Discussion and Analysis of Finanataddtion and Results of Operations elsewhere mdocument.
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Sales .....ocovviiiiiis $ 32,
Gross profit .............. .
Income from operations .................... 1,
Net income before extraordinary item ......

Extraordinary item (net of income taxes) ..
Netincome ........ccccevviiiiicinnne $

Diluted earnings per share before
extraordinary item ............ccocevene $ 0

Diluted earnings per share from
extraordinary item

Diluted earnings per share

ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

SCHEDULE Il -- VALUATION AND QUALIFYING ACCOUNTS

BA
BEG

Year ended December 31, 1998:
Inventory obsolescence reserve
Allowance for doubtful accounts

$
Year ended December 31, 1999:
Inventory obsolescence reserve ...........
Allowance for doubtful accounts ..........

$

Year ended December 31, 2000:
Inventory obsolescence reserve ...........
Allowance for doubtful accounts ..........

$

QUARTERS ENDED

31, JUNE 30, SEPT.30, DEC. 31, MAR.31, J
9 1999 1999 1999 2000

(IN THOUSANDS, EXCEPT PER SHARE DATA)
728 $41,515 $51,142 $58,573 $67,171 $
098 18,293 22,544 27,922 32,174

071 4,468 7,707 12,095 14,869

534 2,770 5535 7,999 9,996

534 $ 2,770 $ 5535 $ 7,999 $ 9,996 $

.02 $ 010 $ 020 $ 028 $ 034 $

~ % - - % -8 -~ 8

.02 $ 010 $ 020 $ 028 $ 034 $

UNE 30, SEPT. 30, DEC. 31,
2000 2000 2000

80,586 $96,317 $102,736

39,339 46,825 50,598

18,534 20,884 26,925

12,030 16,289 19,779
- - 7,610

12,030 $16,289 $27,389

040 $ 050 $ 0.61

- $ - $ 022

040 $ 050 $ 0.83

LANCE AT

INNING OF ADDITIONS CHARGED BAL ANCE AT

PERIOD  TOEXPENSE  DEDUCTIONS END OF PERIOD

(IN THOUSANDS)

3281 $ 6712 $ 7,367 $ 2,626
587 229 194 622
3868 $ 6941 $ 7,561 $ 3,248
2626 $ 5254 $ 5576 $ 2,304
622 101 84 639
3248 $ 5355 $ 5660 $ 2,943
2304 $ 1437 $ 1488 $ 2,253
639 145 - 784
2943 $ 1582 $ 1488 $ 3,037

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 2001 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 2000.

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

(@)()) Financial Statements:
Report of Independent Public Accountan
Consolidated Financial Statements:

Balance Sheets at December 31, 2000
Statement of Operations for each of
in the period ended December 31,
Statement of Stockholders' Equity f
three years in the period ended
Statement of Cash Flows for each of
in the period ended December 31,

Notes to Consolidated Financial Statem
(i) Financial Statement Schedules for each o
in the period ended December 31, 2000
Schedule Il--Valuation and Qualifying Ac
(iii) Exhibits:

2.1

3.1

3.2

4.1

4.2

4.3

10.1

10.2

10.3

10.4

10.5

10.6

10.7

Agreement and Plan of Reorganiz
1998, by and among the Company,
owned subsidiary of the Company
Inc.(1)

The Company's Restated Certific
amended(2)

The Company's By-laws(3)

Form of Specimen Certificate fo
Stock(3)

Indenture dated November 1, 199
and Trust Company of California
Company (including form of 5 1/
Note due 2006)(4)

The Company hereby agrees to fu
request, a copy of the instrume
of holders of long-term debt of
instruments not included as exh
long-term debt in excess of 10%
assets of the Company.

Comprehensive Supplier Agreemen
between Applied Materials Inc.

Purchase Order and Sales Agreem
between Lam Research Corporatio

Purchase Agreement, dated Novem
Corporation and the Company/(5)+

Loan and Security Agreement, da
Silicon Valley Bank, Bank of Ha

Loan Agreement dated December 8
Valley Bank, as Servicing Agent
Hawaii, as a Bank, and the Comp

Lease, dated June 12, 1984, ame
Prospect Park East Partnership
in Fort Collins, Colorado(3)

Lease, dated March 14, 1994, as
Properties, L.L.C., and the Com
Collins, Colorado(3)

PART IV

ts

and 1999

the three years
2000

or each of the
December 31, 2000
the three years
2000

ents

f the three years

counts

ation, dated as of June 1,
Warpspeed, Inc., a wholly
, and RF Power Products,

ate of Incorporation, as

r the Company's Common

9 between State Street Bank
, N.A., as trustee, and the
4% Convertible Subordinated

rnish to the SEC, upon

nts which define the rights
the Company. None of such
ibits herein represents

of the consolidated total

t, dated May 18, 1998,
and the Company(1)+

ent, dated October 12, 1999,
n and the Company(4)

ber 1, 1995, between Eaton

ted August 15, 1997, among
waii and the Company(6)

, 1997, by and among Silicon
and a Bank, and Bank of
any, as borrower(7)

nded June 11, 1992, between
and the Company for property

amended, between Sharp Point

pany for property in Fort

75

page

51
52
54
55
56
57
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10.8 Lease, dated May 19, 1995, between Sharp Point Properties,
L.L.C. and the Company for a building in Fort Collins,
Colorado(3)

10.9 Lease agreement, dated March 18, 1996, a nd amendments dated
June 21, 1996 and August 30, 1996, betwe en RF Power
Products, Inc., and Laurel Oak Road, L.L .C. for property in
Voorhees, New Jersey(8)

10.10  Form of Indemnification Agreement(3)

10.11  Employment Agreement, dated June 1, 1998 , between RF Power
Products, Inc., and Joseph Stach(9)

10.12 1995 Stock Option Plan, as amended and r estated*

10.13 1995 Non-Employee Directors' Stock Optio n Plan, as amended
and restated(9)*

10.14  License Agreement, dated May 13, 1992 be tween RF Power
Products and Plasma-Therm, Inc.(10)

10.15 Lease Agreement dated March 18, 1996 and amendments dated
June 21, 1996 and August 30, 1996 betwee n RF Power Products,
Inc. and Laurel Oak Road, L.L.C. for off ice, manufacturing
and warehouse space at 1007 Laurel Oak R oad, Voorhees, New
Jersey(8)

10.16  Direct Loan Agreement dated December 20, 1996 between RF
Power Products, Inc. and the New Jersey Economic Development
Authority(8)

10.17  Lease, dated April 15, 1998, between Cro ss Park Investors,
Ltd., and the Company for property in Au stin, Texas(1)

10.18 Lease, dated April 15, 1998, between Cam eron Technology
Investors, Ltd., and the Company for pro perty in Austin,
Texas(1)

10.19 Lease dated March 20, 2000, between Shar p Point Properties,
L.L.C. and the Company for a building in Fort Collins,
Colorado

10.20  Agreement and Plan of Reorganization, da ted April 5, 2000,
between the Registrant, Noah Holdings, | nc. and AE Cal
Merger Sub, Inc.(11)

10.21 Escrow and Indemnity Agreement, dated Ap ril 5, 2000, between
the Registrant, the former stockholders of Noah Holdings,
Inc. and Commercial Escrow Services, Inc .(11)

10.22  Agreement and Plan of Reorganization, da ted July 21, 2000,
by and among the Company, Mercury Merger Corporation, a
wholly owned subsidiary of the Company, Sekidenko, Inc. and
Dr. Ray R. Dils.(12)

10.23  Agreement and Plan of Reorganization, da ted July 6, 2000,
amended and restated as of October 20, 2 000, by and among
the Company, Flow Acquisition Corporatio n, a wholly owned
subsidiary of the Company, and Engineeri ng Measurements
Company(13)

211 Subsidiaries of the Company

23.1 Consent of Arthur Andersen LLP, Independ ent Accountants

24.1 Power of Attorney (included on the signa ture pages to this

Annual Report on Form 10-K)

(b) The Company filed a report on Fornk&n December 1, 2000. The report contains a sumaescription of the Company's repurchas
the open market of a portion of its convertible@alnated notes and that such purchased noteshiesvecancelled.
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®)
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©

(10)

(1)

(12)

(13

Incorporated by reference to the Company
on Form 10-Q for the quarter ended June
000-26966), filed August 7, 1998.

Incorporated by reference to the Company
on Form 10-Q for the quarter ended June
000-26966), filed July 28, 1999.

Incorporated by reference to the Company
Statement on Form S-1 (File No. 33-97188
20, 1995, as amended.

Incorporated by reference to the Company
Form 10-K for the year ended December 31
000-26966).

Incorporated by reference to the Company
Form 10-K for the year ended December 31
000-26966), filed March 28, 1996, as ame

Incorporated by reference to the Company
Statement on Form S-3 (File No. 333-3403
1997, as amended.

Incorporated by reference to the Company
Form 10-K for the year ended December 31
000-26966), filed March 24, 1998.

Incorporated by reference to RF Power Pr
Report on Form 10-K for the fiscal year
1996 (File No. 0-20229), filed February

Incorporated by reference to the Company
Form 10-K for the year ended December 31
000-26966), filed March 24, 1999.

Incorporated by reference to RF Power Pr
Statement on Form 10 (File No. 0-020229)
as amended.

Incorporated by reference to the Company
Statement on Form S-3 (File No. 333-3737
2000.

Incorporated by reference to the Company
on Form 10-Q for the quarter ended June
000-26966), filed August 4, 2000.

Incorporated by reference to the Company
on Form 10-Q for the quarter ended Septe
No. 000-26966), filed October 30, 2000.
Compensation Plan

Confidential treatment has been granted
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)

/'s/ Douglas S. Schatz

Dougl as S. Schatz
Chi ef Executive Oficer, President 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.

Sighatures Title Date
/sl Douglas S. Schatz Chief Executive Office r, President and March 27, 2001
-------------------------- Chairman of the Board
Douglas S. Schatz (Principal Executive O fficer)
/s/ Richard P. Beck Senior Vice President, Chief Financial March 27, 2001
-------------------------- Officer, Assistant Sec retary and
Richard P. Beck Director (Principal Fi nancial Officer
and Principal Accounti ng Officer)
/sl G. Brent Backman Director March 27, 2001

G. Brent Backman

/sl Trung Doan Director March 27, 2001
Trung Doan
Is/ Arthur A. Noeth Director March 27, 2001

Arthur A. Noeth

/sl Elwood Spedden Director March 27, 2001

Elwood Spedden

/sl Gerald Starek Director March 27, 2001

Gerald Starek
sl Arthur W. Zafiropoulo Director March 27, 2001

Arthur W. Zafiropoulo
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EXHIBIT
NUMBER

INDEX TO EXHIBITS

DESCRIPTION

2.1

3.1

3.2

4.1

4.2

4.3

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

Agreement and Plan of Reorganiz
1998, by and among the Company,
owned subsidiary of the Company
Inc.(1)

The Company's Restated Certific
amended(2)

The Company's By-laws(3)

Form of Specimen Certificate fo
Stock(3)

Indenture dated November 1, 199
and Trust Company of California
Company (including form of 5 1/
Note due 2006)(4)

The Company hereby agrees to fu
request, a copy of the instrume
of holders of long-term debt of
instruments not included as exh
long-term debt in excess of 10%
assets of the Company.

Comprehensive Supplier Agreemen
between Applied Materials Inc.

Purchase Order and Sales Agreem
between Lam Research Corporatio

Purchase Agreement, dated Novem
Corporation and the Company(5)+

Loan and Security Agreement, da
Silicon Valley Bank, Bank of Ha

Loan Agreement dated December 8
Valley Bank, as Servicing Agent
Hawaii, as a Bank, and the Comp

Lease, dated June 12, 1984, ame
Prospect Park East Partnership
in Fort Collins, Colorado(3)

Lease, dated March 14, 1994, as
Properties, L.L.C., and the Com
Collins, Colorado(3)

Lease, dated May 19, 1995, betw
L.L.C. and the Company for a bu
Colorado(3)

Lease agreement, dated March 18
June 21, 1996 and August 30, 19
Products, Inc., and Laurel Oak
Voorhees, New Jersey(8)

Form of Indemnification Agreeme

Employment Agreement, dated Jun
Products, Inc., and Joseph Stac

1995 Stock Option Plan, as amen

1995 Non-Employee Directors' St
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License Agreement, dated May 13
Products and Plasma-Therm, Inc.
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EXHIBIT 10.12

ADVANCED ENERGY INDUSTRIES, INC.
1995 STOCK OPTION PLAN

ADOPTED JUNE 6, 1993
AS AMENDED AND RESTATED SEPTEMBER 20, 1995

AND AS FURTHER AMENDED FEBRUARY 10, 1998, FEBRUARY 9, 1999 AND DECEMBER 13, 2000
1. PURPOSES.

(a) The purpose of the Plan is to provide a megnghich selected Employees and Directors of andsGlvants to the Company, and its
Affiliates, may be given an opportunity to purchaseck of the Company.

(b) The Company, by means of the Plan, seeks anrtte services of persons who are now Employe8&srectors of or Consultants to the
Company or its Affiliates, to secure and retaingbevices of new Employees, Directors and Constgitamd to provide incentives for such
persons to exert maximum efforts for the succeseeCompany and its Affiliates.

(c) The Company intends that the Options issue@wutie Plan shall, in the discretion of the Boardryy Committee to which responsibility
for administration of the Plan has been delegatedyant to subsection 3(c), be either IncentivelS@ptions or Nonstatutory Stock Options.
All Options shall be separately designated Incen8tock Options or Nonstatutory Stock Options attime of grant, and in such form as
issued pursuant to Section 6, and a separateicaifor certificates will be issued for shareschased on exercise of each type of Option.

2. DEFINITIONS.

(a) "AFFILIATE" means any parent corporation or sidiiary corporation, whether now or hereafter éxgstas those terms are defined in
Sections 424(e) and (f) respectively, of the Code.

(b) "BOARD" means the Board of Directors of the Guamy.

(c) "CODE" means the Internal Revenue Code of 188@&mended.

(d) "COMMITTEE" means a Committee appointed by Buard in accordance with subsection 3(c) of thaPla
(e) "COMPANY" means Advanced Energy Industries, lacDelaware corporation.

() "CONSULTANT" means any person, including an &dv, engaged by the Company or an Affiliate todemconsulting services and who
is compensated for such services, provided thattime "Consultant” shall not include Directors wdre paid only a director's fee by the
Company or who are not compensated by the Comparthéir services as Directors.

(g) "CONTINUOUS STATUS AS AN EMPLOYEE, DIRECTOR OBONSULTANT" means the employment or relationshiad3irector
or Consultant is not interrupted or terminated. Board, in its sole
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discretion, may determine whether Continuous Stasusn Employee, Director or Consultant shall besiciered interrupted in the case of: (i)
any leave of absence approved by the Board, inufusick leave, military leave, or any other persdeave; or (ii) transfers between locatit
of the Company or between the Company, Affiliatetheir successors.

(h) "COVERED EMPLOYEE" means the Chief Executivei€dr and the four (4) other highest compensatéidest of the Company.
() "DIRECTOR" means a member of the Board.

(j) "DISINTERESTED PERSON" means a Director whaeit(i) was not during the one year prior to senas an administrator of the Plan
granted or awarded equity securities pursuantdd’tn or any other plan of the Company or anysddffiliates entitling the participants
therein to acquire equity securities of the Compamngny of its affiliates except as permitted byeRL6b-3(c)(2)(i); or (ii) is otherwise
considered to be a "disinterested person” in aecec@ with Rule 16b-3(c)(2)(i), or any other apdbiearules, regulations or interpretations of
the Securities and Exchange Commission.

(k) "EMPLOYEE" means any person, including Officared Directors, employed by the Company or anyliaté of the Company. Neither
service as a Director nor payment of a directeestdy the Company shall be sufficient to constitataployment” by the Company.

() "EXCHANGE ACT" means the Securities Exchangd 8£1934, as amended.

(m) "FAIR MARKET VALUE" means the value of the conom stock as determined in good faith by the Boadlia a manner consistent
with Section 260.140.50 of Title 10 of the Calif@iCode of Regulations.

(n) "INCENTIVE STOCK OPTION" means an Option intexadto qualify as an incentive stock option withie tneaning of Section 422 of
the Code and the regulations promulgated thereunder

(0) "NONSTATUTORY STOCK OPTION" means an Option imtended to qualify as an Incentive Stock Option.

(p) "OFFICER" means a person who is an officethef Company within the meaning of Section 16 offEkehange Act and the rules and
regulations promulgated thereunder.

(q) "OPTION" means a stock option granted purst@ihe Plan.

(r) "OPTION AGREEMENT" means a written agreemertideen the Company and an Optionee evidencing thestand conditions of an
individual Option grant. Each Option Agreement sbalsubject to the terms and conditions of thePla

(s) "OPTIONEE" means an Employee, Director or Cétastiwho holds an outstanding Option.

(t) "OUTSIDE DIRECTOR" means a Director who eitlfgris not a current employee of the Company otadfiliated corporation” (as
defined in the Treasury regulations promulgatedenr8tction 162(m) of the Code), is not a former legge of the Company or an affiliated
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corporation receiving compensation for prior seggi¢other than benefits under a tax qualified menplan), was not an officer of the
Company or an affiliated corporation at any timal & not currently receiving compensation for paeg services in any capacity other than
as a Director, or (i) is otherwise considered antSide director” for purposes of Section 162(mthef Code.

(u) "PLAN" means this 1995 Stock Option Plan.

(v) "RULE 16B-3" means Rule 16b-3 of the Exchangx é any successor to Rule 16b-3, as in effectwdiscretion is being exercised with
respect to the Plan.

3. ADMINISTRATION.

(a) The Plan shall be administered by the Boardasméand until the Board delegates administratiam@G@mmittee, as provided in subsection
3(c).

(b) The Board shall have the power, subject to,vaitidin the limitations of, the express provisiasfshe Plan:

(1) To determine from time to time which of the qms eligible under the Plan shall be granted @pfiethen and how each Option shall be
granted; whether an Option will be an IncentivecBt®@ption or a Nonstatutory Stock Option; the psais of each Option granted (which
need not be identical), including the time or tirsash Option may be exercised in whole or in part the number of shares for which an
Option shall be granted to each such person.

(2) To construe and interpret the Plan and Optigpaated under it, and to establish, amend and exdks and regulations for its
administration. The Board, in the exercise of fiogver, may correct any defect, omission or incdasiy in the Plan or in any Option
Agreement, in a manner and to the extent it stedhtinecessary or expedient to make the Plan fiidgtave.

(3) To amend the Plan as provided in Section 11.

(c) The Board may delegate administration of trenRb a committee composed of not fewer than tyon@mbers (the "Committee"), all of
the members of which Committee shall be Disintex$tersons and may also be, in the discretioneoBtard, Outside Directors. If
administration is delegated to a Committee, the @dtae shall have, in connection with the admiitstm of the Plan, the powers theretof
possessed by the Board (and references in thist®tiie Board shall thereafter be to the Committeedject, however, to such resolutions,
not inconsistent with the provisions of the Plasnaay be adopted from time to time by the Boara: Bbard may abolish the Committee at
any time and revest in the Board the administradiotiie Plan. Additionally, prior to the date oétfirst registration of an equity security of
the Company under

Section 12 of the Exchange Act, and notwithstandimgthing to the contrary contained herein, therBoaay delegate administration of the
Plan to any person or persons and the term "Cometiighall apply to any person or persons to whoeh suthority has been delegated.
Notwithstanding anything in th

Section 3 to the contrary, the Board or the Conarithay delegate to a committee of one or more menab¢he Board the authority to grant
Options
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to eligible persons who (1) are not then subje&edotion 16 of the Exchange Act and/or (2) areeeiff) not then Covered Employees and are
not expected to be Covered Employees at the tinnecoignition of income resulting from such Option({ii) not persons with respect to
whom the Company wishes to comply with Section &§2gf the Code.

(d) Any requirement that an administrator of tharPtbe a Disinterested Person shall not apply i@y po the date of the first registration of an
equity security of the Company under Section 1thefExchange Act, or (i) if the Board or the Corttee expressly declares that such
requirement shall not apply. Any Disinterested Bershall otherwise comply with the requirement&ofe 16b-3.

4. SHARES SUBJECT TO THE PLAN.

(a) Subject to the provisions of Section 10 retatim adjustments upon changes in stock, the statkntay be sold pursuant to Options shall
not exceed in the aggregate five million six huddrgenty-five thousand (5,625,000) shares of then@any's common stock. If any Option
shall for any reason expire or otherwise terminiat@/hole or in part, without having been exercigeflll, the stock not purchased under
such Option shall revert to and again become aaitor issuance under the Plan.

(b) The stock subject to the Plan may be unisshatks or reacquired shares, bought on the marlatherwise.
5. ELIGIBILITY.

(@) Incentive Stock Options may be granted onlgrtployees. Nonstatutory Stock Options may be gcaotdy to Employees, Directors or
Consultants.

(b) A Director shall in no event be eligible foetbenefits of the Plan unless at the time disaneiexercised in the selection of the Director
as a person to whom Options may be granted, dreiniétermination of the number of shares which beagovered by Options granted to the
Director: (i) the Board has delegated its discrediy authority over the Plan to a Committee whichsists solely of Disinterested Persons; or
(i) the Plan otherwise complies with the requiremseof Rule 16b-3. The Board shall otherwise commly the requirements of Rule 16b-3.
This subsection 5(b) shall not apply (i) prior be tdate of the first registration of an equity ségwf the Company under

Section 12 of the Exchange Act, or (ii) if the Bdbar Committee expressly declares that it shallapgty.

(c) No person shall be eligible for the grant of@ption if, at the time of grant, such person oferss deemed to own pursuant to Section 424
(d) of the Code) stock possessing more than tecepe(10%) of the total combined voting power dfcidsses of stock of the Company or of
any of its Affiliates unless the exercise pricesath Option is at least one hundred ten percef) bf the Fair Market Value of such stock

at the date of grant and the Option is not exelndésafter the expiration of five (5) years from thagte of grant.

(d) Subject to the provisions of Section 10 relgtio adjustments upon changes in stock, no petsalhtse eligible to be granted Options
covering more than three hundred thousand (300 8lYes of the Company's common stock in any cafteyehr.
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6. OPTION PROVISIONS.

Each Option shall be in such form and shall consaich terms and conditions as the Board shall dgggropriate. The provisions of separate
Options need not be identical, but each Optionl éhellde (through incorporation of provisions hafrby reference in the Option or
otherwise) the substance of each of the followirayisions:

(2) TERM. No Option shall be exercisable aftergkpiration of ten (10) years from the date it weenged.

(b) PRICE. The exercise price of each IncentivelStption shall be not less than one hundred pé(d®9%) of the Fair Market Value of
the stock subject to the Option on the date théo@p$ granted. The exercise price of each Nontatistock Option shall be not less than
eighty-five percent (85%) of the Fair Market Valfethe stock subject to the Option on the dateQp#&on is granted.

(c) CONSIDERATION. The purchase price of stock asegipursuant to an Option shall be paid, to thempermitted by applicable statutes
and regulations, either (i) in cash at the time@ption is exercised, or (ii) at the discretiorttod Board or the Committee, either at the time of
the grant or exercise of the Option, (A) by delivtr the Company of other common stock of the CamipéB) according to a deferred
payment or other arrangement (which may includéaut limiting the generality of the foregoing, thee of other common stock of the
Company) with the person to whom the Option is tgdmr to whom the Option is transferred pursuarsiubsection 6(d), or (C) in any other
form of legal consideration that may be acceptabkhe Board.

In the case of any deferred payment arrangemeatgeist shall be payable at least annually and beatharged at the minimum rate of inte
necessary to avoid the treatment as interest, lardeapplicable provisions of the Code, of any am®wother than amounts stated to be
interest under the deferred payment arrangement.

(d) TRANSFERABILITY. An Incentive Stock Option shalot be transferable except by will or by the laafslescent and distribution, and
shall be exercisable during the lifetime of thesparto whom the Incentive Stock Option is grantely by such person. A Nonstatutory St
Option shall not be transferable except by wilbgrthe laws of descent and distribution or purst@rat qualified domestic relations order
satisfying the requirements of Rule 16b-3 and thesrthereunder (a "QDRO"), and shall be exercésdbting the lifetime of the person to
whom the Option is granted only by such persomgrteansferee pursuant to a QDRO. The person toiwthe Option is granted may, by
delivering written notice to the Company, in a fasatisfactory to the Company, designate a thirtiypaho, in the event of the death of the
Optionee, shall thereafter be entitled to exerttiseOption.

(e) VESTING. The total number of shares of stodijact to an Option may, but need not, be allottegdriodic installments (which may, but
need not, be equal). The Option Agreement may geothat from time to time during each of such ilfstant periods, the Option may
become exercisable ("vest") with respect to somedl@f the shares allotted to that period, and iagxercised with respect to some or all of
the shares allotted to such period and/or any peoiod as to which the Option became vested bstneafully exercised. The Option may be
subject to
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such other terms and conditions on the time orgimleen it may be exercised (which may be basededonmance or other criteria) as the
Board may deem appropriate. The vesting provisadrigdividual Options may vary but in each casd piibvide for vesting of at least twer
percent (20%) per year of the total number of shaubject to the Option. The provisions of thissmdtion 6(e) are subject to any Option
provisions governing the minimum number of shagetavhich an Option may be exercised.

(f) SECURITIES LAW COMPLIANCE. The Company may réguany Optionee, or any person to whom an Opsanainsferred under
subsection 6(d), as a condition of exercising arghOption, (1) to give written assurances satiefgdo the Company as to the Optionee's
knowledge and experience in financial and busingsiters and/or to employ a purchaser representaasonably satisfactory to the
Company who is knowledgeable and experienced anfiral and business matters, and that he or stepable of evaluating, alone or
together with the purchaser representative, thésreamd risks of exercising the Option; and (2)itee written assurances satisfactory to the
Company stating that such person is acquiring tilekssubject to the Option for such person's owgoant and not with any present intention
of selling or otherwise distributing the stock. Theegoing requirements, and any assurances givesuant to such requirements, shall be
inoperative if (i) the issuance of the shares upperexercise of the Option has been registeredruntieen currently effective registration
statement under the Securities Act of 1933, as detk(the "Securities Act"), or (ii) as to any pewtar requirement, a determination is made
by counsel for the Company that such requiremead m®t be met in the circumstances under the thplicable securities laws. The
Company may, upon advice of counsel to the Compalage legends on stock certificates issued urePtan as such counsel deems
necessary or appropriate in order to comply withbliapble securities laws, including, but not lingit®, legends restricting the transfer of the
stock.

(g) TERMINATION OF EMPLOYMENT OR RELATIONSHIP AS MIRECTOR OR CONSULTANT. In the event an Optionee's
Continuous Status as an Employee, Director or dtarguterminates (other than upon the Optioneeaghder disability), the Optionee may
exercise his or her Option (to the extent thatQptionee was entitled to exercise it at the datewhination) but only within such period of
time ending on the earlier of (i) the date threen(®nths after the termination of the Optionee'stibmious Status as an Employee, Director or
Consultant (or such longer or shorter period, wihicho event shall be less than thirty (30) dapectied in the Option Agreement), or (ii)

the expiration of the term of the Option as sethfam the Option Agreement. If, after terminatitime Optionee does not exercise his or her
Option within the time specified in the Option Agmeent, the Option shall terminate, and the sharesred by such Option shall revert to
again become available for issuance under the Plan.

(h) DISABILITY OF OPTIONEE. In the event an Optiais Continuous Status as an Employee, Directooas@tant terminates as a result
of the Optionee's disability, the Optionee may eiserhis or her Option (to the extent that the @ye was entitled to exercise it at the da
termination), but only within such period of timeding on the earlier of (i) the date twelve (12)ntis following such termination (or such
longer or shorter period, which in no event shelldss than six (6) months, specified in the Opfigreement), or

(i) the expiration of the term of the Option as &eth in the Option Agreement. If, at the dataeimination, the Optionee is not entitled to
exercise his or her entire Option, the shares eal/by the unexercisable portion of the Option stealért to and again become available for
issuance under the Plan. If, after
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termination, the Optionee does not exercise higeoOption within the time specified herein, theti@p shall terminate, and the shares
covered by such Option shall revert to and agagoime available for issuance under the Plan.

(i) DEATH OF OPTIONEE. In the event of the deathaof Optionee during, or within a period specifiedhie Option after the termination of,
the Optionee's Continuous Status as an Employeector or Consultant, the Option may be exercisedhe extent the Optionee was entitled
to exercise the Option at the date of death) byOjhonee's estate, by a person who acquired ghe o exercise the Option by bequest or
inheritance or by a person designated to exerbiseption upon the Optionee's death pursuant teestion 6(d), but only within the period
ending on the earlier of (i) the date eighteen (@8hths following the date of death (or such longeshorter period, which in no event shall
be less than six (6) months, specified in the @pfigreement), or (ii) the expiration of the termsoich Option as set forth in the Option
Agreement. If, at the time of death, the Optiones wot entitled to exercise his or her entire Qptibe shares covered by the unexercisable
portion of the Option shall revert to and againdme available for issuance under the Plan. Ify aféaith, the Option is not exercised within
the time specified herein, the Option shall terrténand the shares covered by such Option shatrévand again become available for
issuance under the Plan.

() EARLY EXERCISE. The Option may, but need noflude a provision whereby the Optionee may eleahg time while an Employee,
Director or Consultant to exercise the Option aartg part or all of the shares subject to the @ppidor to the full vesting of the Option. Any
unvested shares so purchased shall be subjecepuechase right in favor of the Company, with iygurchase price to be equal to the
original purchase price of the stock, or to anyeottestriction the Board determines to be approgrigrovided, however, that (i) the right to
repurchase at the original purchase price shadla a minimum rate of twenty percent (20%) par pwer five (5) years from the date the
Option was granted, and (ii) such right shall bereisable only within (A) the ninety (90) day pefifmllowing the termination of employme
or the relationship as a Director or Consultan{B)rsuch longer period as may be agreed to byCttrapany and the Optionee (for example,
for purposes of satisfying the requirements of i8act202(c)(3) of the Code (regarding "qualifiedadinbusiness stock™)), and (iii) such right
shall be exercisable only for cash or cancellatibpurchase money indebtedness for the sharesldtieuright of repurchase be assigned by
the Company, the assignee shall pay the Compatyezpsl to the difference between the original pase price and the stock's Fair Market
Value if the original purchase price is less tHasmgtock's Fair Market Value.

(k) WITHHOLDING. To the extent provided by the tesraf an Option Agreement, the Optionee may sadisfyfederal, state or local tax
withholding obligation relating to the exercisesoich Option by any of the following means or byoabination of such means: (1) tendering
a cash payment; (2) authorizing the Company tohwiith shares from the shares of the common stoaretke issuable to the participant as a
result of the exercise of the Option; or (3) ddiing to the Company owned and unencumbered shatee common stock of the Company.

7. COVENANTS OF THE COMPANY.

(a) During the terms of the Options, the Compargll#eep available at all times the number of shafestock required to satisfy such
Options.
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(b) The Company shall seek to obtain from eachlatgry commission or agency having jurisdiction iotree Plan such authority as may be
required to issue and sell shares of stock uporceeesof the Options; provided, however, that thigertaking shall not require the Company
to register under the Securities Act either thenPday Option or any stock issued or issuable fansto any such Option. If, after reasonable
efforts, the Company is unable to obtain from amghsregulatory commission or agency the authortyctv counsel for the Company deems
necessary for the lawful issuance and sale of stadler the Plan, the Company shall be relieved fmasnliability for failure to issue and sell
stock upon exercise of such Options unless antisuth authority is obtained.

8. USE OF PROCEEDS FROM STOCK.
Proceeds from the sale of stock pursuant to Opsba#i constitute general funds of the Company.
9. MISCELLANEOUS.

(a) Neither an Optionee nor any person to whom piio® is transferred under subsection 6(d) shalldéemed to be the holder of, or to have
any of the rights of a holder with respect to, ahgres subject to such Option unless and until pacdon has satisfied all requirements for
exercise of the Option pursuant to its terms.

(b) Throughout the term of any Option, the Compsingll deliver to the holder of such Option, noetahan one hundred twenty (120) days
after the close of each of the Company's fiscats/daring the Option term, a balance sheet and@mie statement. This section shall not
apply when issuance is limited to key employeessglduties in connection with the Company assuma #ecess to equivalent information.

(c) Nothing in the Plan or any instrument execute®ption granted pursuant thereto shall confenugmty Employee, Director, Consultant or
Optionee any right to continue in the employ of @@mpany or any Affiliate or to continue actingaaBirector or Consultant or shall affect
the right of the Company or any Affiliate to terrate the employment or relationship as a Directa@@msultant of any Employee, Director,
Consultant or Optionee with or without cause.

(d) To the extent that the aggregate Fair Markdu®'édetermined at the time of grant) of stock wékpect to which Incentive Stock Options
granted after 1986 are exercisable for the firsetby any Optionee during any calendar year untlptaas of the Company and its Affiliates
exceeds one hundred thousand dollars ($100,0@0Dpitions or portions thereof which exceed sucit [fatcording to the order in which
they were granted) shall be treated as Nonstat@tmgk Options.

10. ADJUSTMENTS UPON CHANGES IN STOCK.

(a) If any change is made in the stock subjedb¢oRtlan, or subject to any Option (through mergensolidation, reorganization,
recapitalization, stock dividend, dividend in prayeother than cash, stock split, liquidating diedi, combination of shares, exchange of
shares, change in corporate structure or otherwtisePlan will be appropriately adjusted in thess(es) and maximum number of shares
subject to the Plan pursuant to subsection 4(a}tadaximum number of shares subject to awardygarson during any calendar year
pursuant to subsection
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5(d), and the outstanding Options will be apprdpiiaadjusted in the class(es) and number of sfardgrice per share of stock subject to
such outstanding Options.

(b) In the event of: (1) a merger or consolidaiiomvhich the Company is not the surviving corparator (2) a reverse merger in which the
Company is the surviving corporation but the shafdee Company's common stock outstanding immeljigireceding the merger are
converted by virtue of the merger into other propexhether in the form of securities, cash or othge then to the extent permitted by
applicable law: (i) any surviving corporation shetlsume any Options outstanding under the Plahadirsibstitute similar Options for those
outstanding under the Plan, or (ii) such Optioraistontinue in full force and effect. In the evemly surviving corporation refuses to assume
or continue such Options, or to substitute sindlations for those outstanding under the Plan, e Options shall be terminated if not
exercised prior to such event. In the event ofsaalution or liquidation of the Company, any Opsiautstanding under the Plan shall
terminate if not exercised prior to such event.

11. AMENDMENT OF THE PLAN.

(a) The Board at any time, and from time to timeyramend the Plan. However, except as provide@atid® 10 relating to adjustments uj
changes in stock, no amendment shall be effectilesa approved by the stockholders of the Compathiniwelve (12) months before or
after the adoption of the amendment, where the dment will:

(1) Increase the number of shares reserved foo@ptinder the Plan;

(2) Modify the requirements as to eligibility foagicipation in the Plan (to the extent such madifion requires stockholder approval in order
for the Plan to satisfy the requirements of Sectid@ of the Code); or

(3) Modify the Plan in any other way if such modition requires stockholder approval in order fer Plan to satisfy the requirements of
Section 422 of the Code or to comply with the regients of Rule 16b-3.

(b) The Board may in its sole discretion submit athyer amendment to the Plan for stockholder amdrancluding, but not limited to,
amendments to the Plan intended to satisfy theinmgents of Section 162(m) of the Code and thelatigms promulgated thereunder
regarding the exclusion of performantased compensation from the limit on corporate difoility of compensation paid to certain execu
officers.

(c) It is expressly contemplated that the Board mwanend the Plan in any respect the Board deemsseageor advisable to provide Option
with the maximum benefits provided or to be prodidmder the provisions of the Code and the regratpromulgated thereunder relating to
Incentive Stock Options and/or to bring the Plad/anincentive Stock Options granted under it iobonpliance therewith.

(d) Rights and obligations under any Option grattefbre amendment of the Plan shall not be alterechpaired by any amendment of the
Plan unless (i) the Company requests the consehegderson to whom the Option was granted and
(i) such person consents in writing.
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12. TERMINATION OR SUSPENSION OF THE PLAN.

(a) The Board may suspend or terminate the Planyatime. Unless sooner terminated, the Plan siallinate on June 5, 2003 which shal
within ten

(10) years from the date the Plan is adopted bBtieed or approved by the stockholders of the Campahichever is earlier. No Options
may be granted under the Plan while the Plan igended or after it is terminated.

(b) Rights and obligations under any Option grantéde the Plan is in effect shall not be alterednhapaired by suspension or termination of
the Plan, except with the consent of the persavhiom the Option was granted.

13. EFFECTIVE DATE OF PLAN.

The Plan shall become effective as determined éyBttard, but no Options granted under the Plan bbhaxercised unless and until the Plan
has been approved by the stockholders of the Coynparich approval shall be within twelve (12) mosthefore or after the date the Plan is
adopted by the Board, and, if required, an appat@mpermit has been issued by the CommissioneoigfdZations of the State of California.
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EXHIBIT 10.19

LEASE AGREEMENT
OFFICE AND INDUSTRIAL SPACE

This Lease Agreement is made and entered into e d0th day of March, 2000, by and between SRaipt Properties, LLC ("Landlord"),
whose address is 4875 Pearl East Cr. #300, Bouli2i180301, and Advanced Energy Industries, Inceifaint"), whose address is 1625 S|
Point Drive, Fort Collins, CO 80525.

In consideration of the covenants, terms, conditi@greements and payments as herein set forthatiddord and Tenant hereby enter into
the following Lease:

1. Definitions. Whenever the following words or phes are used in this Lease, said words or phshaéi$have the following meaning:

A. "Area" shall mean the parcel of land depicted=xhibit "A" attached hereto and commonly known agifi¢rred to as Lots 9, 10 and 23 of
Prospect East Business Park , Fort Collins , Cdmr@ihe Area includes the Leased Premises andromerm buildings. The Area may
include Common Areas.

B. "Building" shall mean a building located in theea.

C. "Common Areas" shall mean all entrances, ediiseways, curbs, walkways, hallways, parking aréaslscaped areas, restrooms, loa
and service areas, and like areas or facilitieckvhre located in the Area and which are desigrnatetie Landlord as areas or facilities
available for the nonexclusive use in common bypes designated by the Landlord.

D. "Leased Premises" shall mean the premises hieased to the Tenant by the Landlord.

E. "Tenant's Prorata Share" as to the Building lwictvthe Leased Premises are located shall meamannt (expressed as a percentage)
equal to the number of square feet included irLteesed Premises divided by the total number ofildassquare feet included in said
Building. The Tenant's Prorata Share as to Comnre@a#\shall mean an amount (expressed as a peregreggal to the number of square
feet included in the Leased Premises divided bydted number of leasable square feet includedliBwldings located in the Area. The
Tenant's Prorata Share for Common Areas may chHanigetime to time as the leasable square footagd BBuildings located in the Area is
increased or decreased.

2. Leased Premises. The Landlord hereby leaseghmibenant, and the Tenant hereby leases frorahelord, the following described
premises:

Space All in Building located on Lots 9, 10 andd@3rospect East Business Park consisting of 63s§5are feet, all as depicted on Exhibit
"B" attached hereto.

3. Base Term. The term of this Lease shall commah&@:00 noon on November 1, 2000, and, unlessesderminated as herein provided
for, shall end at 12:00 noon on November 1, 20184%e Term"). Except as specifically provided ® ¢bntrary herein, the Leased Premises
shall, upon the termination of this Lease, by artd the expiration of the Lease Term or otherwligereturned to the Landlord by the Tenant
in as good or better condition than when enteremhlyy the Tenant, ordinary wear and tear excepted.

4. Rent. Tenant shall pay the following rent fog tteased Premises:

A. Base Monthly Rent. Tenant shall pay to Landlavithout notice and without setoff, at the addreskandlord as herein set forth, the
following Base Monthly Rent ("Base Monthly RentSgid Base Monthly Rent to be paid in advance ofitsieday of each month during the
term hereof. In the event that this Lease commeogesdate other than the first day of a monthBage Monthly Rent for the first month of
the Lease Term shall be prorated for said part@itin Below is a schedule of Base Monthly Rentghpents as agreed upon:
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During Lease Term

For Period To Peri od A Base Monthly
Starting Endin g Rent of
November 1, 2000 Novembe ri, 2015 $62,230.94 NNN per month ($11.7 5psf) +

annual CPI Increases on:
November 1, 2001
November 1, 2002
November 1, 2003
November 1, 2004
November 1, 2005
November 1, 2006
November 1, 2007
November 1, 2008
November 1, 2009
November 1, 2010
November 1, 2011
November 1, 2012
November 1, 2013
November 1, 2014

B. Lease Term Adjustment. If, for any reason, othan delays caused by the Tenant, the Leased $agmie not ready for Tenant's
occupancy on November 1, 2000, the Tenant's rebtajation and other monetary expenses (i.e. taxdgies, etc.) shall be abated in direct
proportion to the number of days of delay. It isdiy agreed that the premises shall be deemed feadgcupancy on the day the Landlord
receives a T.C.O. or C.O. from the appropriate @itth or on the day the Landlord gives Tenantkbgs to the Leased Premises if a building
permit has not been applied for and/or is not negliby the appropriate authority.

C. Cost of Living Adjustment. The Base Monthly Rargpecified in paragraph 4A above shall be redated for each Lease Year as defined
hereinafter following the first Lease Year of thisase Agreement. The recalculated Base MonthlydRehall be hereinafter referred to as
"Adjusted Monthly Rental". The Adjusted Monthly Rahfor each Lease Year after the first Lease ‘sball be the greater of: (i) the amount
of the previous year's Adjusted Monthly Rental,tfer Base Monthly Rental if calculating the AdjusMonthly Rental for the second Lease
Year), or (ii) an amount calculated by the renuatipent formula set forth below. In applying thetradjustment formula, the following
definitions shall apply:

(1) "Lease Year" shall mean a period of twelve ([d@)secutive full calendar months with the firsake Year commencing on the date of the
commencement of the term of this Lease and eaatesding Lease Year commencing upon the annivedsdeyof the first Lease Year;
however, if this Lease does not commence on teeday of a month, then, the first Lease Year auh esucceeding Lease Year shall
commence on the first day of the first month follogveach anniversary date of this Lease;

(2) "Bureau" shall mean the Bureau of Labor Stagstf the United States Department of Labor or sugcessor agency that shall issue the
Price Index referred to in this Lease Agreement.

(3) "Price Index" shall mean the "Consumer PriagedrAll Urban Consumers-All Items (CPI-U) U.S. Chyerage (1982-84=100)" issued
from time to time by the Bureau. In the event thied’Index shall hereafter be converted to a difi¢istandard reference base or otherwise
revised, the determination of the increase in ttigeRndex shall be made with the use of such caier factor, formula or table as may be
published by Prentice-Hall, Inc. or failing suchbfication, by another nationally recognized puldishf similar statistical information. In the
event the Price Index shall cease to be published, for the purposes of this paragraph 4C thea# be substituted for the Price Index such
other index as the Landlord and the Tenant shafleagpon, and if they are unable to agree withity$60) days after the Price Index ceases
to be published, such matter shall be determinearbiyration in accordance with the Rules of thee&iten Arbitration Association.

(4) "Base Price Index" shall mean the Price Inaddeased to the public during the second calendathmreceding the commencement of
Lease Agreement.
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(5) "Revised Price Index" shall mean the Price ¥n@deased to the public during the second calenatanth preceding the Lease Year for
which the Base Annual Rental is to be adjusted;

(6) "Basic Monthly Rental" shall mean the Basic oy Rental set forth in subparagraph 4A above. i#m adjustment formula used to
calculate the Adjusted Monthly Rental is as follows

Adjusted Monthly = Revised Price Index X Base MdyfRental Rental Base Price Index

Not withstanding the above formula, the Adjustedntiily Rental shall not be less than 103% or grahtem 106% of the previous yee
Adjusted Monthly Rental, or the Basic Monthly Rértauch adjustment is for the Second Lease YEhe. Adjusted Monthly Rental as
herein above provided shall continue to be payatadathly as required in paragraph 4A above with@aaessity of any further notice by the
Landlord to the Tenant.

D. Total Net Lease. The Tenant understands ancagnat this Lease is a total net lease (a "netpeelease™), whereby the Tenant has the
obligation to reimburse the Landlord for a sharalbtosts and expenses (taxes, assessmentsch#rges, insurance, trash removal,
Common Area operation and maintenance and likes @gl expenses), incurred by the Landlord as & efshe Landlord's ownership and
operation of the Area.

5. Security Deposit [THIS SECTION WAS DELETED BY BPARTIES PRIOR TO EXECUTION]

6. Use of Premises. Tenant shall use the Leasexigas only for Office and Manufacturing and foratber purpose whatsoever except with
the written consent of Landlord. Tenant shall dlavaany accumulation of trash or debris on thedeshPremises or within any portion of the
Area. All receiving and delivery of goods and menatlise and all removal of garbage and refuse bbathade only by way of the rear and/or
other service door provided therefore. In the etleat_eased Premises shall have no such doorthiese matters shall be handled in a
manner satisfactory to Landlord. No storage of mayerial outside of the Leased Premises shalllbe/@dl unless first approved by Landlord
in writing, and then in only such areas as aregieged by Landlord. Tenant shall not commit oresuéiny waste on the Leased Premises nor
shall Tenant permit any nuisance to be maintaimethe Leased Premises or permit any disorderly wcinat other activity having a tendency
to annoy or disturb any occupants of any part efAhea and/or any adjoining property.

7. Laws and Regulations. -- Tenant Responsibilihe Tenant shall, at its sole cost and expenseplgonith all laws and regulations of any
governmental entity, board, commission or agen®yrggjurisdiction over the Leased Premises. Temanees not to install any electrical
equipment that overloads any electrical paneliirguitry or wiring and further agrees to comply wihe requirements of the insurance
underwriter or any governmental authorities hayurgsdiction thereof.

8. Landlord's Rules and Regulations. Landlord ressethe right to adopt and promulgate rules andlagigns applicable to the Leased
Premises and from time to time amend or supplesedtrules or regulations. Notice of such rules gdilations and amendments and
supplements thereto shall be given to Tenant, @méft agrees to comply with and observe such andgegulations and amendments and
supplements thereto provided that the same appigromy to all Tenants of the Landlord in the Area.

9. Parking. If the Landlord provides off streetkiag for the common use of Tenants, employees astbmers of the Area, the Tenant shall
park all vehicles of whatever type used by Tenadi@ Tenant's employees only in such areas theieafe designated by Landlord for this
purpose, and Tenant accepts the responsibilitge@ihg that Tenant's employees park only in thesssealesignated. Tenant shall, upon the
request of the Landlord, provide to the Landlocgfise numbers of the Tenant's vehicles and theleshaf Tenant's employees.

10. Control of Common Areas. -- Exclusive contrbtte Landlord. All Common Areas shall at all timaes subject to the exclusive control
and management of Landlord, notwithstanding thaiaifie and/or Tenant's employees and/or customerhmagya nonexclusive right to
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the use thereof. Landlord shall have the right ftome to time to establish, modify and enforce sud@d regulations with respect to the use of
said facilities and Common Areas.

11. Taxes.

A. Real Property Taxes and Assessments. The Tshalitpay to the Landlord on the first day of eaminth, as additional rent, the Tenant's
Prorata Share of all real estate taxes and spessalssments levied and assessed against the Buildithich the Leased Premises are located
and the Common Areas. If the first and last yedth®Lease Term are not calendar years, the dldigmof the Tenant hereunder shall be
prorated for the number of days during the calegdar that this Lease is in effect. The monthlyrmpemts for such taxes and assessments
be $6,356.00 until the Landlord receives the faststatement for the referred to properties. Téftee, the monthly payments shall be based
upon 1/12th of the prior year's taxes and assedsn@nce each year the Landlord shall determinac¢heal Tenant's Prorata Share of taxes
and assessments for the prior year and if the Tdranpaid less than the Tenant's Prorata Shatedarior year the Tenant shall pay the
deficiency to the Landlord with the next paymenBakse Monthly Rent, or, if the Tenant has paidxcess of the Tenant's Prorata Share for
the prior year the Landlord shall forthwith refusaid excess to the Tenant.

Additionally, upon Lease expiration or terminatioandlord shall also determine Tenant's Prorataesbftaxes and assessments for the
calendar year in which the Lease expires or terraghbased on the most recent valuation and estwfigdees provided by Boulder County
the Tenant has paid less than the Tenant's proRatedta Share for the current year the Tenant phglthe deficiency, or, if the Tenant has
paid in excess of the Tenant's prorated ProrateeShathe current year the Landlord shall forthwiéfund the excess to the Tenant.

B. Personal Property Taxes. Tenant shall be redperfer, and shall pay promptly when due, any alhdaxes and/or assessments levied
and/or assessed against any furniture, fixturaspetent and items of a similar nature installed/antbcated in or about the Leased Premises
by Tenant.

C. Rent Tax. If a special tax, charge or assessimnémiposed or levied upon the rents paid or payableunder or upon the right of the
Landlord to receive rents hereunder (other thaheaxtent that such rents are included as a p#red.andlord's income for the purpose of
an income tax), the Tenant shall reimburse the laddor the amount of such tax within fifteen (Idgys after demand therefore is made
upon the Tenant by the Landlord.

D. Other Taxes, Fees and Charges. Tenant shatbpdagndlord, on the first day of each month, asithaithl rent, Tenant's Pro Rata Share of
any "Other Charges" (as hereinafter defined) levésdessed, charged or imposed against the Araayhsle. Unless paid directly by Tenant
to the authority levying, assessing, charging qrasing same, Tenant shall also pay to Landlordheriirst day of the month following
payment of same by Landlord, the entire costs gfsarch "Other Charges" levied, assessed, chargedpoised against the Leased Premises,
Tenant's use of same, or Tenant's conduct of besithereon. For purposes of this provision, "O€@tearges"” shall mean and refer to any and
all taxes, assessments, impositions, user feesdnfiges, utility fees, transportation fees, irtiiacture fees, system fees, license fees, and an
other charge or assessment imposed by any govetahaerhority or applicable subdivision on the Arthee Leased Premises or the
ownership or use of the Area or Leased Premisdbgedousiness conducted thereon, whether or nataily denominated as a tax, assessr
charge or other nominal description, whether noeffact or hereafter enacted or imposed (excludiogyever, Landlord's income taxes).

E. Should Landlord protest and win a reductiorhim iieal estate taxes for the Building and Areaaneshall be obligated to pay its Prorata
Share of the cost of such protest, if the protebiindled by a party other than the Landlord.

12. Insurance.

A. Landlord's Insurance. Landlord shall obtain amaintain such fire and casualty insurance on time and shell of the Building in which the
Leased Premises are located and the Common Aeagllbas such loss of rents, business interruptiability or any other insurance, as it
deems appropriate, with such companies and ontsuacts and conditions as Landlord deems acceptabltgh insurance shall not be required
to cover any of Tenant's inventory, furniture, fshings, fixtures, equipment or tenant improveméwtsether or not installed on the Leased
Premises by or for Tenant and whether or not iredudithin the tenant finish provided by Landlorai)d Landlord shall not be obligated to
repair any damage thereto or replace any of samteTanant shall have no interest in any proceedsuwodllord's insurance.

B. Tenant's Insurance. Tenant shall, at its sob¢ @od expense, obtain and maintain throughouttine of this Lease, on a full replacement
cost basis, "all risk" insurance covering all oh@at's inventory, furniture, furnishings, fixturesjuipment and all tenant improvements or
tenant finish (whether or not installed by Landjoadd betterments located on or within the Leasethizes. In addition, Tenant shall obtain
and maintain, at its sole cost and expense, corapsife general public liability insurance providiomyverage from and against any loss or
damage occasioned by an accident or casualty onf ab adjacent to the Leased Premises, includioteption against death, personal injury
and property damage. Such liability coverage dtwlvritten on an "occurrence" basis, with limitsiof less than $1,000,000.00 combined
single limit coverage.

Initials
Advanced Energy Lease e

Lots9,10&23 o
Page 4 of 21



All policies of insurance required to be carriedTgnant hereunder shall be written by an insuraocepany licensed to do business in the
State of Colorado, and shall name Landlord as ditiadal named insured and/or loss payee, as Latiaf@ay direct. Each such policy shall
provide that same shall not be changed or modifigtadout at least thirty (30) days' prior writtentioe to Landlord and any mortgagee of
Landlord. Certificates evidencing the extent arffdaiveness of all Tenant's insurance shall bevdedid to Landlord. The limits of such
insurance shall not, under any circumstances, timeitliability of Tenant under this Lease.

In the event that Tenant fails to maintain anyhaf insurance required of it pursuant to this piovisLandlord shall have the right (but not
obligation) at Landlord's election, to pay Tenaptismiums or to arrange substitute insurance witmsurance company of Landlord's
choosing, in which event any premiums advanceddndlord shall constitute additional rent payabldarrthis Lease and shall be payable by
Tenant to Landlord immediately upon demand for sdmadlord shall also have the right, but no thikgaltion, whether or not Tenant
maintains coverage to carry any such insuranceandlbrd may elect in order to provide coveragdadvent Tenant fails to properly
maintain such insurance.

The rights of Landlord hereunder shall be in additio, and not in lieu of, of any other rights emedies available to Landlord under this
Lease or provided by law or in equity. Without limg the foregoing, in the event that coveragernf sk for which Tenant is responsible
pursuant to this

Section 12 is ultimately provided by coverage naiiveéd by Landlord, whether due to Tenant's faitarprovided or maintain such insurance
or otherwise, Tenant shall promptly reimburse Lardifor an amount equal to any deductible incurmaeediately upon demand for same.

C. Tenant's High Pressure Steam Boiler Insuramd@nant makes use of any kind of steam or othgn pressure boiler or other apparatus
which presents a risk of damage to the Leased Beznoir to the Building or other improvements ofchihthe Leased Premises are a part or to
the life or limb of persons within such premisesnp@nt shall secure and maintain appropriate boigerance in an amount satisfactory to
Landlord. The Landlord shall be named insured ypnsrch policy or policies. Certificates for suckunance shall be delivered to Landlord
and shall provide that said insurance shall nath@ged, modified, reduced or canceled withoutytli80) days prior written notice thereof
being given to Landlord.

D. Tenant's Share of Landlord Insurance. Tenarlt pag the Landlord as additional rent Tenant'srs&@ Share of the insurance secured by
the Landlord pursuant to "12A" above. Payment diminade on the first day of each month as additient. The monthly payments for
such insurance shall be $ 212.00 until changedangdlord as a result of an increase or decreaseindst of such insurance.

E. Mutual Subrogation Waiver. Landlord and Tenateby grant to each other, on behalf of any inspireviding fire and extended coverage
to either of them covering the Leased PremiseddBwjs or other improvements thereon or conterdgsethf, a waiver of any right of
subrogation any such insurer of one party may aeqgainst the other or as against the Landloiteaant by virtue of payments of any loss
under such insurance. Such a waiver shall be eféesb long as the Landlord and Tenant are empaistergrant such waiver under the terms
of their respective insurance policy or policiesl anch waiver shall stand mutually terminated ahefdate either Landlord or Tenant gives
notice to the other that the power to grant sucivevéhas been so terminated.

13. Utilities.

A. Tenant shall be solely responsible for and prityrpay all charges for heat, water, gas, electdgwyer service and any other utility service
used or consumed on the Leased Premises. Foilié}l sgervices used or consumed on the Leased Besmwihich are included in utility
services to an area larger than the Leased Prenliseant shall pay monthly, commencing with thstfimonth of the Lease Term, as
additional rent due under the terms hereof, a sgumaleo Tenant's Prorata Share of the estimatead émssaid twelve (12) month period,
divided by 12. The estimated initial monthly costs $ N/A for water and $ N/A for Public Serviceng@ each year the Landlord shall
determine the actual costs of the foregoing expeftsehe prior year and if the actual costs aeatgr than the estimated costs, the Tenant
shall pay its Tenant's Prorata Share of the diffegzebetween the estimated costs and the actual toodte Landlord with the next payment of
Base Monthly Rent, or, if the actual costs are thas the estimated costs, the Landlord shall ¥atthrefund the amount of the Tenant's
excess payment to the Tenant. Additionally, upoasieeexpiration or termination Landlord shall alstedmine Tenant's Prorata Share of the
annualized actual costs of the foregoing expermethé number of days the Lease is in effect duttiegcalendar year in which the Lease
expires or terminates. If the annualized actualscase greater than the estimated costs, the Tehalitpay its Tenant's Prorata Share of the
difference between the estimated costs and thesadinad actual costs to the Landlord, or, if thewslized actual costs are less than the
estimated costs, the Landlord shall forthwith reftime excess payment to the Tenant. For purposes@ilating Tenant's share of expenses
under this paragraph, annualized actual costs Bbdhe sum of actual costs for the year at the tifireconciliation plus the total estimated
costs prorated for the number of days from the thetdast actual cost was paid to the end of tlae. yeor all utility services used or consumed
on the Leased Premises in which the utility
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is used solely on the Leased Premises, the Tehalttferthwith upon taking occupancy of the Leagrdmises make arrangements with the
Public Service Company, U.S. West or other appatpnitility company to pay the utilities used oa tleased Premises and to have the same
billed to the Tenant at the address designatetidoyénant. Should there be a time where the Lathd®nains responsible for utilities

supplied to the Leased Premises, the Landlord bhklhe Tenant therefore and the Tenant shalinptly reimburse the Landlord therefore.

In no event shall Landlord be liable for any intgation or failure in the supply of any such utilitythe Leased Premises.

In the event the utility company supplying wated/n sewer to the Leased Premises determinesrtedditional service fee, impact fee,
and/or assessment, or any other type of paymepermalty is necessary due to Tenant's use and aecypéthe Building, nature of operation
and/or consumption of utilities, said expense shalborne solely by the Tenant. Said expense Bhalhid promptly and any repairs reque
by the utility company shall be performed by Tenamhediately and without any delay.

B. Landlord Controls Selection. Landlord has ad¥i$enant that presently Public Service Companyalbado ("Utility Service Provider")
is the utility company selected by Landlord to pdavelectricity and gas service for the BuildingatiNithstanding the foregoing, if permitted
by Law, Landlord shall have the right at any tinmel &rom time to time during the Lease Term to aittntract for service from a different
company or companies providing electricity and/as gervice (each such company shall hereinaftezfbered to as an("Alternative Service
Provider") or continue to contract for service frtime Utility Service Provider.

C. Tenant Shall Give Landlord Access. Tenant gtwdberate with Landlord, Utility Service Providand any Alternative Service Provider at
all times and, as reasonably necessary, shall allovdlord, Utility Service Provider, and any Altative Service Provider reasonable access
to the Building's electric lines, feeders, risevging, gas lines, and any other machinery witla Premises.

D. Landlord Not Responsible for Interruption of @ee. Landlord shall in no way be liable or respblesfor any loss, damage, or expense
that Tenant may sustain or incur by reason of diange, failure, interference, disruption, or defedhe supply or character of the electrical
and/or gas energy furnished to the Premises,theifjuantity or character of the electric and/a gaergy supplied by the Utility Service
Provider or any Alternate Service Provider is nogler available or suitable for Tenant's requiremesmid no such change, failure, defect,
unavailability, or unsuitability shall constitute actual or constructive eviction, in whole or ar{p or entitle Tenant to any abatement or
diminution of rent, or relieve Tenant from any tf dbligations under the Lease.

14. Maintenance Obligations of Landlord. Excephasein otherwise specifically provided for, Landlahall keep and maintain the roof and
exterior of the Building of which the Leased Pressiare a part in good repair and condition. Teshall repair and pay for any damage to
roof, foundation and external walls caused by Tégattion, negligence or fault.

15. Maintenance Obligations of the Tenant. Sulijaty to the maintenance obligations of the Landlascherein provided for, the Tenant
shall, during the entire Lease Term, includingeatiensions thereof, at the Tenant's sole cost gpehse, keep and maintain the Leased
Premises in good condition and repair, includingcscally the following:

A. Electrical Systems. Tenant agrees to maintagoiod working order and to make all required repaird replacements to the electrical
systems for the Leased Premises.

B. Plumbing Systems. Tenant agrees to maintaimadgvorking order and to make all required repaireeplacements to the plumbing
systems for the Leased Premises.

C. Inspections and Service. Upon termination ofseeigreement, Tenant agrees, before vacating peents employ at Tenant's sole cost
and expense, a licensed contractor to inspecticeeand write a written report on the systems reféto in "A" and "B" of this Paragraph.
Landlord shall have the right to order such anaasipn if Tenant fails to provide evidence of simtspection, and, to follow the
recommendations of such reports and to chargexipense thereof to the Tenant.

D. Tenant's Responsibility for Building and AreapRis. Tenant shall be responsible for any repaisired for any part of the Building or
Area of which the Leased Premises are a part Hi sgjgairs are necessitated by the actions or oretif Tenant.

E. Cutting Roof. Tenant must obtain in writing ttendlord's approval prior to making any roof peattms. Failure by Tenant to obtain
written permission to penetrate a roof shall raie€andlord of any roof repair obligations as settfan Paragraph "14" hereof. Tenant further
agrees to repair, at its sole cost and expenseailpenetrations made by the Tenant and to tise,riequested by Landlord, a licensed
contractor selected by the Landlord to make suciefpations and repairs.
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F. Glass and Doors. The repair and replacemerit giiaas and doors on the Leased Premises sh#tidoeesponsibility of the Tenant. Any
such replacements or repairs shall be promptly ¢eteg at the expense of the Tenant.

G. Liability for Overload. Tenant shall be respdmsifor the repair or replacement of any damageed_eased Premises, the Building or the
Area which result from the Tenant's movement oilieaticles therein or thereon. Tenant shall nartmad the floors of any part of the
Leased Premises.

H. Liability for Overuse and Overload of Operatiigstems. Tenant shall be responsible for the reppgrade, modification, and/or
replacement of any operating systems servicindg. &@sed Premises and/or all or part of the Buildigch is necessitated by Tenant's change
or increase in use of or non-disclosed use ofradl part of the Leased Premises. Operating systahgle, but are not limited to, electrical
systems; plumbing systems (both water and natas); fpeating, ventilating, and air conditioningteyss; telecommunications systems;
computer and network systems; lighting systems,dprinkler systems; security systems; and buildomgrol systems, if any.

I. Inspection of Leased Premises "As Is" ConditipftslS SECTION
WAS DELETED BY THE PARTIES PRIOR TO EXECUTION]

J. Failure of Tenant to Maintain Premises. Showdaht neglect to keep and maintain the Leased Besras required herein, the Landlord
shall have the right, but not the obligation, tod¢éhe work done and any reasonable costs plus geteent (10%) overhead charge therefore
shall be charged to Tenant as additional rentalshiatl become payable by Tenant with the paymetiiefental next due.

16. Common Area Maintenance. Tenant shall be resplenfor Tenant's Prorata share of the total dostsrred for the operation,
maintenance and repair of the Common Areas, inctydiut not limited to, the costs and expensesrieduor the operation, maintenance
repair of parking areas (including restriping aapaving); removal of snow; utilities for commonhtgg and signs; normal HVAC
maintenance and elevator maintenance (if appli¢atobesh removal; security to protect and secueefttea; common entrances, exits, and
lobbies of the Building; all common utilities, ingling water to maintain landscaping; replantingrider to maintain a smart appearance of
landscape areas; supplies; depreciation on theimagrand equipment used in such operation, maémes and repair; the cost of personnel
to implement such services; the cost of maintaimingood working condition the HVAC system(s) fbetLeased premises; the cost of
maintaining in good working condition the elevag)rior the Leased Premises, if applicable. Thestsahall be estimated on an annual basis
by the Landlord and shall be adjusted upwards amaards depending on the actual costs for the gdiegdwelve months. Tenant shall pay
monthly, commencing with the first month of the ked erm, as additional rent due under the termeofiest sum equal to Tenant's Prorata
Share of the estimated costs for said twelve (I)tmperiod, divided by 12. The estimated initianthly costs are $2,383.00 Once each
the Landlord shall determine the actual costs efftinegoing expenses for the prior year and ifettteal costs are greater than the estimated
costs, the Tenant shall pay its Tenant's ProrasaeStf the difference between the estimated costdlee actual costs to the Landlord with the
next payment of Base Monthly Rent, or, if the attaests are less than the estimated costs, theldrahshall forthwith refund the amount of
the Tenant's excess payment to the Tenant.

Additionally, upon Lease expiration or terminatioandlord shall also determine Tenant's prorateda®acshare of the annualized actual ¢

of the foregoing expenses for the number of dagd t#ase is in effect during the calendar year iicivthe Lease expires or terminates. If the
annualized actual costs are greater than the dstincasts, the Tenant shall pay its prorated Té&Bnorata Share of the difference between
the estimated costs and the annualized actual to#te Landlord, or, if the annualized actual s@se less than the estimated costs, the
Landlord shall forthwith refund the excess to tlemant. For purposes of calculating Tenant's shfeegpenses under this paragraph,
annualized actual costs shall be the sum of actsb for the year at the time of reconciliationsgthe total estimated costs prorated for the
number of days from the date the last actual castpaid to the end of the year.

17. Inspection of and Right of Entry to Leased Hsest-Regular, Emergency, Reletting. Landlord andéamdlord's agents and employees,
shall have the right to enter the Leased Premisal ttmes during regular business hours andll éin@aes during emergencies, to examine the
Leased Premises, to make such repairs, alteratropspvements or additions as Landlord deems nacgsand Landlord shall be allowed to
take all materials into and upon said Leased Pestilsat may be required therefore without the saonstituting an eviction of Tenant in
whole or in part, and the rent reserved shall invag abate while such repairs, alterations, impmosets or additions are being made, by
reason of loss or interruption of business of Téwamtherwise. During the six months prior to eéxpiration of the term of this Lease or any
renewal thereof, Landlord may exhibit the Leasezhises to prospective tenants and/or purchasersaxgglace upon the Leased Premises
the usual notices indicating that the Leased Presrase for lease and/or sale.
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18. Alteration-Changes and Additions-Responsibiliiypless the Landlord's approval is first securediiting, the Tenant shall not install or
erect inside partitions, add to existing electigavpr service, add telephone outlets, add lightifes, install additional heating and/or air
conditioning or make any other changes or altenatio the interior or exterior of the Leased Presig\ny such changes or alterations shall
be made at the sole cost and expense of the Tektathe end of this Lease, all such fixtures, equépt, additions, changes and/or alterations
(except trade fixtures installed by Tenant) shalblbd remain the property of Landlord; providedyéweer, Landlord shall have the option to
require Tenant to remove any or all such fixtuezgjipment, additions and/or alterations and restard_eased Premises to the condition
existing immediately prior to such change and/stafiation, normal wear and tear excepted, alleataht's cost and expense. All such work
shall be done in a good and workmanlike mannershiadl consist of new materials unless agreed teraiise by Landlord. Any and all
repairs, changes and/or modifications thereto $feathe responsibility of, and at the cost of, Teneandlord may require adequate security
from Tenant assuring no mechanics' liens on acaofnrbrk done on the Leased Premises by Tenantraydpost the Leased Premises, or
take such other action as is then permitted by fayprotect the Landlord and the Leased Premisamsigmechanics' liens. Landlord may ¢
require adequate security to assure Landlord tieak éased Premises will be restored to their calgiondition upon termination of this Lee

19. Sign Approval. Except for signs which are lechinside of the Leased Premises and which arattasthed to any part of the Leased
Premises, the Landlord must approve in writing sigy to be placed in or on the interior or extedbthe Leased Premises, regardless of size
or value. Specifically, signs attached to windowthe Leased Premises must be so approved by tididra. As a condition to the granting

of such approval, Landlord shall have the righteguire Tenant to furnish a bond or other secattyeptable to Landlord sufficient to insure
completion of and payment for any such sign workdaso performed. Tenant shall, during the entegase Term, maintain Tenant's signs in
good condition and repair at Tenant's sole costaxpense. Tenant shall, remove all signs at tmeitation of this Lease, at Tenant's sole risk
and expense and shall in a workmanlike manner pisopepair any damage and close any holes causdéoebipstallation and/or removal of
Tenant's signs. Tenant shall give Landlord pridiagoof such removal so that a representative ofilad shall have the opportunity of being
present when the signage is removed, or shall ppesae the manner and materials used to repair gamad close the holes caused by
removal.

20. Right of Landlord to Make Changes and Additidremdlord reserves the right at any time to mdterations or additions to the Building
or Area of which the Leased Premises are a pandlbad also reserves the right to construct othidings and/or improvements in the Area
and to make alterations or additions thereto,sallandlord shall determine. Easements for light@inére not included in the leasing of the
Leased Premises to Tenant. Landlord further resgheexclusive right to the roof of the Buildingwhich the Leased Premises are a part.
Landlord also reserves the right at any time toaale, vary and adjust the size of any of the imgments or Common Areas located in the
Area, provided, however, that all such changed sleah compliance with the requirements of goveental authorities having jurisdiction
over the Area.

21. Damage or Destruction of Leased Premises.dmrtent the Leased Premises and/or the Buildinghath the Leased Premises are a part
shall be totally destroyed by fire or other cagualtso badly damaged that, in the opinion of Lardilit is not feasible to repair or rebuild
same, Landlord shall have the right to terminai® ltkase upon written notice to Tenant. If the leebBremises are partially damaged by fire
or other casualty, except if caused by Tenant'igewe, and said Leased Premises are not rendatedable thereby, as determined by
Landlord, an appropriate reduction of the rentlghalallowed for the unoccupied portion of the lesh®remises until repair thereof shall be
substantially completed. If the Landlord electgxercise the right herein vested in it to termirthte Lease as a result of damage to or
destruction of the Leased Premises or the Buildinghich the Leased Premises are located, saiti@beshall be made by giving notice
thereof to the Tenant within thirty (30) days aftee date of said damage or destruction.

22. Governmental Acquisition of Property. The peatagree that Landlord shall have complete freeafamegotiation and settlement of all
matters pertaining to the acquisition of the LeaBezinises, the Building, the Area, or any parteb&rby any governmental body or other
person or entity via the exercise of the powerminent domain, it being understood and agreedahgffinancial settlement made or
compensation paid respecting said land or improvese be so taken, whether resulting from negotiszand agreement or legal
proceedings, shall be the exclusive property ofdlaml, there being no sharing whatsoever betweellbad and Tenant of any sum so paid.
In the event of any such taking, Landlord shalléhthe right to terminate this Lease on the datsgssson is delivered to the condemning
person or authority. Such taking of the properigilstiot be a breach of this Lease by Landlord nee gse to any claims in Tenant for
damages or compensation from Landlord. Nothingiherentained shall be construed as depriving theameof the right to retain as its sole
property any compensation paid for any tangibleg@eal property owned by the Tenant which is takeany such condemnation proceeding.

23. Assignment or Subletting. Tenant may not astignLease, or sublet the Leased Premises or anyereof, without the written consent
of Landlord. No such assignment or subletting ffraped by the Landlord shall relieve Tenant of ahits obligations hereunder, and, the
performance or nonperformance of any of the covisnagrein contained by subtenants shall be coresickes the performance or the
nonperformance by the Tenant.

24. Warranty of Title. Subject to the provisiongtoé following three
(3) paragraphs hereof, Landlord covenants it hasl gight to lease the Leased Premises in the matesaribed herein and that Tenant shall
peaceably and quietly have, hold, occupy and ethjeyeased Premises during the term of the Lease.
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25. Access. Landlord shall provide Tenant nonexetuaccess to the Leased Premises through andsdarasand/or other improvements
owned by Landlord. Landlord shall have the rightjinlg the term of this Lease, to designate, anthemge, such nonexclusive access.

26. Subordination. Tenant agrees that this Leaak Ist subordinate to any mortgages, trust deedsoamd leases that may now exist or
which may hereafter be placed upon said LeasediBesrand to any and all advances to be made thegguand to the interest thereon, and
all renewals, replacements and extensions thefeofant shall execute and deliver whatever instrusneray be required for the above
purposes, and failing to do so within ten (10) dafgsr demand in writing, does hereby make, cartstiand irrevocably appoint Landlord as
its attorney-in-fact and in its name, place anddto to do. Tenant shall in the event of the sassignment of Landlord's interest in the
Area or in the Building of which the Leased Premif@m a part, or in the event of any proceedingsipht for the foreclosure of or in the
event of exercise of the power of sale under anstgage made by Landlord covering the Leased Premigtorn to the purchaser and
recognize such purchaser as Landlord under thisd.ea

27. Easements. The Landlord shall have the rigbtaat any easement on, over, under and aboverteefar such purposes as Landlord
determines, provided that such easements do nefrialbt interfere with Tenant's occupancy and usthe Leased Premises.

28. Indemnification and Waiver Except in the cafa breach or default in the performance of anygaltlon under this Lease, each party ¢
indemnify, defend and hold harmless the other pamty nothing in this Lease shall be construed a®gimg any liability on them for any lo
costs, expense (including reasonable attorneys3,feeany claims, suits, actions or damages @ igsom the ownership, use, control or
occupancy of any portion of the Project includihg Building, Common Areas and Premises unless lsssh cost, expense, claim, suit or
action is a result of or caused by the negligets acomissions of such other party or its agesgs/ants, employees, contractors, or invitees.

Tenant shall not indemnify Landlord for acts oftfeg to observe or comply with any of the rulesanmy other Tenant or occupant of the
Building or Project that adversely affect Tenange and occupancy in which Landlord has been pubtine of such adverse impact to
Tenant.

29. Acts or Omission of Others. The Landlord, sreiinployees or agents, or any of them, shall noéggonsible or liable to the Tenant or to
the Tenant's guests, invitees, employees, ageltisyoother person or entity, for any loss or danthgemay be caused by the acts or
omissions of other tenants, their guests or ingiteecupying any other part of the Area or by pesawsho are trespassers on or in the Area, or
for any loss or damage caused or resulting fronbthisting, stoppage, backing up or leaking of wagas, electricity or sewers or caused in
any other manner whatsoever, unless such lossnoagkais caused by or results from the negligestafcthe Landlord, its agents or
contractors.

30. Interest on Past Due Obligations. Any amouettdu_andlord not paid when due shall bear intemest/o (2%) percent per month from
due date until paid. Payment of such interest stwlexcuse or cure any default by Tenant underltbase.

31. Holding Over-Double Last Month's Rent. If Tehslnall remain in possession of the Leased Prerafteisthe termination of this Lease,
whether by expiration of the Lease Term or othesywgithout a written agreement as to such possgsien Tenant shall be deemed a
month-to-month Tenant. The rent rate during sudddwer tenancy shall be equivalent to double thatimy rent paid for the last full month
of tenancy under this Lease, excluding any freeeencessions which may have been made for théulhstonth of the Lease. No holding
over by Tenant shall operate to renew or exterglltbase without the written consent of Landlorduoh renewal or extension having been
first obtained. Tenant shall indemnify Landlord mgaloss or liability resulting from the delay Bgnant in surrendering possession of the
Leased Premises including, without limitation, @tgims made with regard to any succeeding occupbaapded by such holdover period.

32. Modification or Extensions. No modification@xtension of this Lease shall be binding upon timtigs hereto unless in writing and unl
signed by the parties hereto.

33. Notice Procedure. All notices, demands andesiguvhich may be or are required to be given theeparty to the other shall be in

writing and such that are to be given to Tenantl slizkadeemed to have been properly given if seoredenant or an employee of Tenant or
sent to Tenant by United States registered orfisgttnail, return receipt requested, properly sshadéamped and addressed to Tenant at 1625
Sharp Point Drive, Fort Collins CO 80525 or at satter place as Tenant may from time to time dedigin a written notice to Landlord,;

and, such as are to be given to Landlord shalldeenéd to have been properly given if personallyeston Landlord or if sent to Landlord,
United States registered or certified mail, retigceipt requested, properly sealed, stamped anéssit to Landlord at 4875 Pearl East Cr.
#300, Boulder, CO 80301 or at such other placeaasilord may from time to time designate in a wnittetice to Tenant. Any notice given

by mailing shall be effective as of the date oflmgi

34. Memorandum of Lease-Notice to Mortgagee. Thadlard and Tenant agree not to place this Leaseowofrd, but upon the request of
either party to execute and acknowledge so the saayebe recorded a short form lease indicatingitiraes and respective addresses of the
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Landlord and Tenant, the Leased Premises, the Uesse, the dates of the commencement and terminafithe Lease Term and options for
renewal, if any, but omitting rent and other terh¢his Lease. Tenant agrees to an assignment gl of rents and of the Landlord's
interest in this Lease to a mortgagee, if the saenmade by Landlord. Tenant further agrees if retuaeto do so by the Landlord that it will
give to said mortgagee a copy of any request fdfopmance by Landlord or notice of default by Lasrdl, and in the event Landlord fails to
cure such default, the Tenant will give said magma sixty (60) day period in which to cure thesaSaid period shall begin with the last
day on which Landlord could cure such default befbenant has the right to exercise any remedy dgoreof such default. All notices to the
mortgagee shall be sent by United States registaredrtified mail, postage prepaid, return recespjuested.

35. Controlling Law. The Lease, and all terms hedeu shall be construed consistent with the lanth@fState of Colorado. Any dispute
resulting in litigation hereunder shall be resolmedourt proceedings instituted in Larimer Couahgd in no other jurisdiction.

36. Landlord Not a Partner With the Tenant. Nothingtained in this Lease shall be deemed, heldwstcued as creating Landlord as a
partner, agent, associate of or in joint venturd Wenant in the conduct of Tenant's businesgiitdoexpressly understood and agreed th¢
relationship between the parties hereto is and ahall times remain that of Landlord and Tenant.

37. Partial Invalidity. If any term, covenant omdiition of this Lease or the application thereoéity person or circumstance shall, to any
extent, be invalid or unenforceable, the remaimdéhis Lease or the application of such term, cave or condition to persons and
circumstances other than those to which it has be&hinvalid or unenforceable, shall not be affddhereby, and each term, covenant and
condition of this Lease shall be valid and shalehéorced to the fullest extent permitted by law.

38. Default-Remedies of Landlord.
A. The occurrence of any of the following eventalsbonstitute a default by Tenant under this Lease

(1) Failure to make due and punctual payment dfseany other charges, assessments or amounty ghagable or required to be paid under
this Lease; or

(2) Neglect or failure by Tenant to perform or alvse or any other breach of, any other term, comenacondition of this Lease; or

(3) Adjudication of Tenant as bankrupt or insolvemtfiling by or against Tenant of any petitiondankruptcy or for reorganization or for the
adoption of any arrangement under the BankruptayeCapplication is made for the appointment of isesreor conservator for Tenant's
business or property; or assignment by Tenant denodiits property for the benefit of its creditons Tenant's interest in this Lease or any
substantial amount of Tenant's other real or palsmmoperty is levied or executed upon by procédave; or

(4) Petition or other proceeding is made by or @gfalenant for its dissolution or liquidation; aluntary dissolution or liquidation of Tena
or

(5) Abandonment of the Leased Premises, or anytipartof, by Tenant for a period of time in excefthirty (30) consecutive days.

B. If Tenant shall default in the payment of rentrothe keeping of any of the terms, covenantsomditions of this Lease to be kept and/or
performed by Tenant or shall otherwise commit argné of default as defined above, Landlord may upenexpiration of any applicable
cure, immediately, or at any time thereafter, reetite Leased Premises, remove all persons anénpydperefrom, without being liable to
indictment, prosecution for damage therefore, ofdecible entry and detainer and repossess aray¢hg Leased Premises, together with all
additions thereto or alterations and improvememsdof. Landlord may, at its option, at any timd &om time to time thereafter, relet the
Leased Premises or any part thereof for the acaafuignant or otherwise, and receive and collestrémts therefore and apply the same first
to the payment of such expenses as Landlord mag inaurred in recovering possession and for puttiegsame in good order and condition
for rerental, and expense, commissions and cha@ddy Landlord in reletting the Leased Premiges: such reletting may be for the
remainder of the term of this Lease or for a longeshorter period. In lieu of reletting such Lehfgemises, Landlord may occupy the same
or cause the same to be occupied by others. Whethmt the Leased Premises or any part therecélbg Tenant shall pay the Landlord the
rent and all other charges required to be paiddsyaht up to the time of the expiration of this leeas such recovered possession, as the case
may be and thereafter, Tenant, if required by Larjishall pay to Landlord until the end of themeof this Lease, the equivalent of the
amount of all rent reserved herein and all othargés required to be paid by Tenant, less themetiat received by Landlord for such
reletting, if any, unless waived by written notfeem Landlord to Tenant. No action by Landlord twan possession of the Leased Premises
and/or to recover any amount due to Landlord heteushall be taken as a waiver of Landlord's rightequire full and complete performau

by Tenant of all terms hereof,
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including payment of all amounts due hereundesaraelection on the part of Landlord to termirthie Lease Agreement. If the Leased
Premises shall be reoccupied by Landlord, them) fand after the date of repossession, Tenantlsdalischarged of any obligations to
Landlord under the provisions hereof for the paynoément. If the Leased Premises are reoccupietthéy.andlord pursuant hereto, and
regardless of whether the Leased Premises shedldteor possessed by Landlord, all fixtures, adds, furniture, and the like then on the
Leased Premises may be retained by Landlord. Ie\tkat Tenant is in default under the terms hesadf by the sole determination of
Landlord, has abandoned the Leased Premises, Lrdrshall have the right to remove all the Tengmigperty from the Leased Premises and
dispose of said property in such a manner as detedhbest by Landlord, at the sole cost and expeh$enant and without liability of
Landlord for the actions so taken and without ligbbn the part of Landlord for any action so take

C. In the event an assignment of Tenant's busimregsoperty shall be made for the benefit of cradit or, if the Tenant's leasehold interest
under the terms of this Lease Agreement shall\aedeupon by execution or seized by virtue of amif of any court of law, or, if application
be made for the appointment of a receiver for tgirtess or property of Tenant, or, if a petitiol@mkruptcy shall be filed by or against
Tenant, then and in any such case, at Landlordisropvith or without notice, Landlord may termieahis Lease and immediately retake
possession of the Leased Premises without the samiéng any forfeiture of the obligations of Tendmgreunder.

D. Tenant hereby grants to the Landlord a secinigrest in and to any and all of Tenant's propkertated in, on or adjacent to the Leased
Premises as security for Tenant's full and comgdetéormance of the terms and conditions of thiades which security interest is enforce:
by Landlord as provided by the laws of the Stat€aolorado.

E. In addition to all rights and remedies grantetandlord by the terms hereof, Landlord shall havailable any and all rights and remedies
available at law or in equity, or under the stagudethe State of Colorado. No remedy herein oewtise conferred upon or reserved to
Landlord shall be considered exclusive of any otkeredy but shall be cumulative and shall be irtemtdto every other remedy given
hereunder or now or hereafter existing at law aqnity or by statute. Further, all powers and mie®given by this Lease to Landlord may
be exercised, from time to time, and as often aagion may arise or as may be deemed expedierdeldyg or omission of Landlord to
exercise any right or power arising from any deffahhll impair any such right or power or shalldomsidered to be a waiver of any such
default or acquiescence thereof. The acceptanmnbby Landlord shall not be deemed to be a wafany breach of any of the covenants
herein contained or of any of the rights of Landltr any remedies herein given.

F. If Tenant shall, for any reason, vacate the &édd&remises before the current expiration dateldac shall have the right to accelerate
rental payments and any and all future rent paysnéné during the course of the Lease Term shafiroedmmediately payable in full to the
Landlord.

39. Legal Proceedings-Responsibilities. In the eeéproceeding at law or in equity by either pargreto, the defaulting party shall pay all
costs and expenses, including all reasonable effGrifiees incurred by the non-defaulting partyursping such remedy, if such non-
defaulting party is awarded substantially the fekeuested.

40. Administrative Charges. In the event any chbakk draft or negotiable instrument given for amyney payment hereunder shall be
dishonored at any time and from time to time, fay eeason whatsoever not attributable to Landlbashdlord shall be entitled, in addition to
any other remedy that may be available, (1) to neakadministrative charge of $100.00 or three tithedace value of the check, bank draft
or negotiable instrument, whichever is smaller, @)cat Landlord's sole option, to require Tenamnnike all future rental payments in cas
cashiers check.

41. Hazardous Materials and Environmental Constiters

A. Tenant covenants and agrees that Tenant aadétsts, employees, contractors and invitees shapty with all Hazardous Materials

Laws (as hereinafter defined). Without limiting fle@egoing, Tenant covenants and agrees thatlinafluse, generate, store or dispose of,
nor permit the use, generation, storage or dispafddhzardous Materials (as hereinafter defineq)umiler or about the Leased Premises, nor
will it transport or permit the transportation ofkhrdous Materials to or from the Leased Premesea=pt in full compliance with any
applicable Hazardous Materials Laws. Any Hazarddaterials located on the Leased Premises shalabdléd in an appropriately controll
environment which shall include the use of such@gent (at Tenant's expense) as is necessary toanegceed standards imposed by any
Hazardous Materials Laws and in such a way asmiotérfere with any other tenant's use of its pse Upon breach of any covenant
contained herein, Tenant shall, at Tenant's sglerese, cure such breach by taking all action pie=tiby any applicable Hazardous
Materials Laws or by any governmental authorityhwjitrisdiction over such matters.

B. Tenant shall inform Landlord at any time ofgl)y Hazardous Materials it intends to use, genghatedle, store or dispose of, on or about
or transport from, the Leased Premises and (ifjevfant's discovery of any event or condition whiohstitutes a violation
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of any applicable Hazardous Materials Laws. Tesaatl provide to Landlord copies of all communioas to or from any governmental
authority or any other party relating to Hazardblaterials affecting the Leased Premises.

C. Tenant shall indemnify and hold Landlord harmslgem any and all claims, judgments, damages,|pesgafines, costs, liabilities, expen
or losses (including, without limitation, diminuti@mn value of the Leased Premises, damages footagstriction on use of all or part of the
Leased Premises, sums paid in settlement of clanwsstigation of site conditions, or any cleangmoval or restoration work required by
any federal, state or local governmental agendgrragy's fees, consultant fees, and expert feegfwarise as a result of or in connection v
any breach of the foregoing covenants or any ottwdation of any Hazardous Materials laws by Tendihte indemnification contained hert
shall also accrue to the benefit of the employagents, officers, directors and/or partners of Lanad

D. Upon termination of this Lease and/or vacatibthe Leased Premises, Tenant shall properly rerabit¢azardous Materials and shall tl
provide to Landlord an environmental audit repprgpared by a professional consultant satisfactohandlord and at Tenant's sole expense,
certifying that the Leased Premises have not bebjested to environmental harm caused by Tenas#sand occupancy of the Leased
Premises. Landlord shall grant to Tenant and ignesgor contractors such access to the Leased $&em@s is necessary to accomplish such
removal and prepare such report.

E. "Hazardous Materials" shall mean (a) any cheinicaterial, substance or pollutant which poseazatd to the Leased Premises or to
persons on or about the Leased Premises or wouskaaviolation of or is regulated by any Hazarddaserials Laws, and (b) any chemical,
material or substance defined as or included irdéfmitions of "hazardous substances"”, "hazardwmstes", "extremely hazardous waste",
"restricted hazardous waste", "toxic substancesgulated substance", or words of similar impodamany applicable federal, state or local
law or under the regulations adopted or publicatipromulgated pursuant thereto, including, butlinated to, the Comprehensive
Environmental Response, Compensation and Lialilyof 1980, as amended, 42 U.S.C. Sec. 9601 et the Hazardous Materials
Transportation Act, as amended, 49 U.S.C. Sec.,18G%q.; the Resource Conservation and Recowvargsfamended, 42 U.S.C. Sec. 6901,
et seq.; the Solid Waste Disposal Act, 42 U.S.@. 6891 et seq.; the Federal Water Pollution Corted, as amended, 33 U.S.C. Sec. 1251,
et seq.; and Sections 25-15-101, et seq., 25-16€t&kq., 25-7-101, et seq., and 25-8-101, et skthe Colorado Revised Statutes.
"Hazardous Materials Laws" shall mean any fedeedésor local laws, ordinances, rules, regulationgolicies (including, but not limited to,
those laws specified above) relating to the envivent, health and safety or the use, handling, pamation, production, disposal, discharge
or storage of Hazardous Materials, or to indusiniajiene or the environmental conditions on, urateabout the Leased Premises. Said term
shall be deemed to include all such laws as arein@ffect or as hereafter amended and all otheln faws as may hereafter be enacted or

adopted during the term of this Lease.
F. All obligations of Tenant hereunder shall suevand continue after the expiration of this Leasksaearlier termination for any reason.

G. Tenant further covenants and agrees that it sbainstall any storage tank (whether above ¢owehe ground) on the Leased Premises
without obtaining the prior written consent of thendlord, which consent may be conditioned upothirrrequirements imposed by Land|
with respect to, among other things, complianc& &yant with any applicable laws, rules, regulationsrdinances and safety measures or
financial responsibility requirements.

H. Should any local governmental entity havinggdittion over the Leased Premises require anydypavironmental audit or report prior
or during the occupancy of the Leased Premiseldy énant, such cost of the audit or report sheathle sole responsibility of the Tenant.

42. Entire Agreement. It is expressly understoadi @gree by and between the parties hereto thatdaise sets forth all the promises,
agreements, conditions, and understandings bethaiiord and/or its agents and Tenant relativéa¢olteased Premises and that there a
promises, agreements, conditions, or understandiitigesr oral or written, between them other thaat Hre herein set forth.

43. Guarantee and Financial Statements [THIS SEGTMWAS DELETED BY THE
PARTIES PRIOR TO EXECUTION]

44. Estoppel Certificates. Within no more than gdafter receipt of written request, the Tenantl$hmish to the owner a certificate, duly
acknowledged, certifying, to the extent true:

A. That this Lease is in full force and effect.
B. That the Tenant knows of no default hereundetherpart of the owner, or if it has reason toéadithat such a default exists, the nature
thereof in reasonable detail.
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C. The amount of the rent being paid and the latt tb which rent has been paid.

D. That this Lease has not been modified, orhfig been modified, the terms and dates of suchfitatittns. E. That the term of this Lease
has commenced. F. The commencement and expiraites.d

G. Whether all work to be performed by the ownes heen completed. H. Whether the renewal term optas been exercised if applicable
Whether there exist any claims or deductions frontefenses to, the payment of rent.

J. Such other matters as may be reasonably requastawvner.

If the Tenant fails to execute and deliver to thwner a completed certificate as required underdbidion, the Tenant hereby appoints the
owner as its Attorney-In-Fact to execute and delstgh certificate for and on behalf of the Tenant.

45. Financial Statements. As requested by the loaddTenant shall provide copies of its most redimaincial statements and shall also
provide Landlord with up to three (3) prior yeafdinancial statements, if so requested.

46. Brokers. Tenant represents and warrants thasitealt only with N/A (the "Broker") in the negion of this Lease. Landlord shall make
payment of the commission according to the termes s#parate agreement with the Broker. Tenant hemgfees to indemnify and hold
Landlord harmless of an from any and all loss, ;asdmages or expenses (including, without lingtgtall attorney's fees and disbursements)
by reason of any claim of, or liability to, any ettbroker or person claiming through Tenant ansiragiout of this Lease. Additionally, Ten
acknowledges and agrees that Landlord shall haxabhgation for payment of any brokerage fee orisincompensation to any person with
whom Tenant has dealt or may deal with in the futwith respect to leasing of any additional or exgien space in the Building or any
renewals or extensions of this Lease unless spaltifiprovided for by separate written agreemerthwandlord. In the event any claim shall
be made against Landlord by any other broker wiadl staim to have negotiated this Lease on beHalfemant or to have introduced Tenant
to the Building or to Landlord, Tenant hereby indéfies Landlord, and Tenant shall be liable for fayment of all reasonable attorney's 1
costs, and expenses incurred by Landlord in defgnaijainst the same, and in the event such brbladirise successful in any such action,
Tenant shall, upon demand, make payment to sudehbro

47. Lease Exhibits Attached. This Lease includedalowing Lease Exhibits which are incorporateddin and made a part of this Lease
Agreement:

Exhibit "A" - Site Plan Depicting Area Exhibit "B"Interior Space Plan Exhibit "C" - Landlord andn@at's Construction Obligations Exhibit
"D" - Sign Code Obligations Exhibit "E" - Additioh&ierms and Conditions

48. Miscellaneous. All marginal notations and paaph headings are for purposes of reference andshaffect the true meaning and intent
of the terms hereof. Throughout this Lease, whertheewords "Landlord" and "Tenant" are used thegllsnclude and imply to the singular,
plural, persons both male and female, companietmgrahips and corporations, and in reading sa@&bégethe necessary grammatical changes
required to make the provisions hereof mean anty &gpaforesaid shall be made in the same manrtboagh originally included in said
Lease.
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49. Real Estate Broker Disclosure. Tenant acknogdedhat William W. Reynolds (individually as Laodl, or as a principal in Landlord if
Landlord is an entity) is a licensed Colorado esdhte broker, acting on his own behalf in conpeatiith this lease transaction. Tenant
furthermore acknowledges that neither William WyRads nor The W.W. Reynolds Companies, Inc., enged Colorado real estate
brokerage firm, of which William W. Reynolds is @ngipal, is representing Tenant in connection \tfitis lease transaction.

IN WITNESS WHEREOF, the parties have executedlibise as of the date hereof.
LANDLORD: SHARP POINT PROPERTIES, LLC

By: /s/ WIlliam W Reynol ds

TENANT: ADVANCED ENERGY INDUSTRIES, INC.

By: /s/ Richard P. Beck /s/ Hollis L. Caswell /s/ Douglas S. Schatz

RI CHARD P. BECK
VI CE PRESI DENT, FI NANCE

Advanced Energy Lease
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ENVIRONMENTAL INDEMNITY AGREEMENT

THIS INDEMNITY is given as of this 20 day of MarckQ00, by Advanced Energy Industries, Inc. ("Indéonti’ whether one or more), to
and for the benefit of Sharp Point Properties, L({liGandlord").

WHEREAS, Sharp Point Properties, LLC is Landlordemna proposed Lease Agreement dated , 200 0,l(&hse") in which Advanced
Energy Industries, Inc. , a Delaware Corporatiothésproposed tenant ("Tenant"), regarding the ég@&yemises commonly known as Lots 9,
10 and 23 of Prospect East Business Park ("Leasadiges"); and

WHEREAS, Landlord is unwilling to enter into thedse with Tenant unless the Indemnitor agrees timttemnities hereinafter provided.

NOW, THEREFORE, in consideration of the matterstegicabove and to induce Landlord to enter intoltbase with Tenant, Indemnit
undertakes and agrees as follows:

1. Indemnitor shall indemnify, defend and hold Liand harmless from and against any and all su@soas, legal or administrative
proceedings, demands, claims, judgements, dampgesilties, fines, costs, liabilities, expensessés which arise during or after the lease
term as a result of or in connection with the pnese use, storage, disposal, transportation ohdige, by or on behalf of Tenant, of any
Hazardous Materials (as defined in the Lease)roar under or affecting all or any portion of thedsed Premises or any surrounding are:
the disposition or transportation of any Hazardi@lagerials therefrom, or any breach by Tenant ofgfwvisions concerning Environmental
Considerations as contained in paragraph 41 df¢ase, or the failure of the Tenant to comply witly applicable Hazardous Materials Lz
(as defined in the Lease), or otherwise resultioghfor arising out of any action or non-action eh@int or Tenant's operations on the Leased
Premises.

Without limiting the generality of the foregoing.is expressly agreed by Indemnitor that such indgnshall also include the following:
diminution in value of the Leased Premises, damé&wdsss or restriction on use of rental or useagace or any amenity of the Leased
Premises, damages arising from any adverse impatiaoketing of space or delay in delivering posses® a subsequent tenant or
purchaser, restoration of the Leased Premisesdmdition not materially different from its origiheontour, appearance and condition; costs
incurred in connection with any investigation desionditions or any clean-up, remedial, removakstoration work required by any federal,
state or local governmental agency, political suilsthn, court order or lender of the Landlord; sost removal and lawful disposal off site of
all Hazardous Materials; all sums paid in settlenodiclaims, attorneys' fees, consultant fees apeet fees.

The foregoing indemnities shall survive terminat@rexpiration of the Lease and shall also acanube benefit of the employees, agents,
officers, directors and/or partners of Landlord.

2. Indemnitor agrees to pay to Landlord, from timéime,upon demand therefor, an amount equalyaad all expenses therefore incurred
by Landlord for which Landlord is entitled to indaification. Any sums not so paid shall thereafteathinterest at a rate of two percent (2%)
per month until paid in full.

3. The rights and remedies of Landlord under thdemnity shall be in addition to any rights or relies available to Landlord under the te
of the Lease. The obligations of Indemnitor hereurshall not be affected or impaired by: (i) theeation by Landlord against Tenant of any
rights or remedies reserved to Landlord pursuaptdeisions of the Lease; (ii) the commencemersushmary or any other proceedings
against Tenant; (iii) failure of the Landlord toferce any of its rights against Tenant pursuarthélLease or otherwise; (iv) the granting by
Landlord of any extensions of time to Tenant;

(v) the assignment or transfer of the Lease by ierfai) with release or discharge of Tenant frasnabligations under the Lease in any
creditors', receivership, bankruptcy or other peatiegs or the commencement or pendency of any muaeedings; or (vii) the impairment,
limitation or modification of the liability of Temd or the estate of Tenant in bankruptcy, or of @mgedy for the enforcement of tenant's
liability under the Lease, resulting from the opienraof any present or future bankruptcy code beostatute, or from the decision of any
court.

4. Until all Tenant's obligations under the Leasefally performed, Indemnitor (i) waives any righftsubrogation which it might have aga
Tenant by reason of any payments or acts of pedoom by Indemnitor pursuant to its obligations beder; (ii) waives any other right whi
Indemnitor may have against Tenant by reason ofbaeyor more payments or acts in compliance witblifigations hereunder; and (iii)
subordinates any liability or indebtedness of témahd by Indemnitor to the obligations of Tenamtandlord under the Lease.

5. All notices for or allowed hereunder shall bemied given and received with (a) personally dedideor (b) at the time the same is
deposited in the United States mail, postage pdefiest class mail, or addressed to the applicpblty at the address indicated below for !
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party, or as to each party, at such other addseshall be designated by such party in a writtdicado the other party:
If to Indemnitor, to:

Advanced Energy Industries, Inc.
1625 Sharp Point Drive
Fort Collins, CO 80525

If to Landlord, to:

Sharp Point Properties, LLC
4875 Pearl East Circle #300
Boulder, CO 80301

6. In the event of default in its obligations herder, Indemnitor agrees to reimburse Landlord dasonable attorneys' fees and costs inct
by Landlord in the enforcement of such obligations.

7. This Environmental Indemnity Agreement shalllgpp the Lease and any extension or renewal tfiea@al any holdover term following
the term thereof, or any such extension or renewal.

8. This Environmental Indemnity Agreement shalgb@erned by and construed in accordance with thie &f the State of Colorado.

9. The covenants and agreements herein contairadicegtend to and be binding upon the parties loemat their respective successors and
assigns.

IN WITNESS WHEREOF, the parties hereto have exeatthies Environmental Indemnity Agreement on the dagl year first above written.

/sl Richard P. Beck /s/ Hollis L. Caswell /s/ Douglas S. Schatz

"I ndemitor" - ADVANCED ENERGY | NDUS TRI ES, | NC.

/sl WIlliam W Reynol ds

"Landl ord" SHARP PO NT PROPERTI ES, LLC
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EXHIBIT "A"

SITE PLAN
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EXHIBIT "B"
INTERIOR SPACE PLAN
Tenant Improvements shall be added to Exhibit "Bd kter date.
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EXHIBIT "C"
LANDLORD AND TENANT'S CONSTRUCTION OBLIGATIONS

LANDLORD'S CONSTRUCTION OBLIGATIONS

Landlord shall pay for all Tenant Improvementshe Premises based upon a mutually agreed upon pfaacdn no event shall the Landlord
be obligated to any Tenant Improvement cost in &xoé $12.00 psf.

TENANT'S CONSTRUCTION OBLIGATIONS
Tenant shall be responsible for any costs aboveD®sf.

Tenant will, within fifteen (15) business days e€eiving billing, Tenant shall reimburse Landlood the costs associated with any Tenant's
interior improvements directly paid by Landlorda®$ and all costs associated with Tenant's interiprovements will be mutually approved
by both Tenant and Landlord on or before March22®0.
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EXHIBIT "D"

Tenant shall submit signage design to Landlorchfiproval by the Prospect East Business Park Aathit@ Control Committee prior to any
sign(s) installation.
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EXHIBIT "E"
ADDITIONAL TERMS AND CONDITIONS

1. This Lease is contingent upon Landlord's revaenst approval of plans no later than March 15, 2000.
2. Landlord has the right to cancel this Lease Agrent no later than March 15, 2000. Notice to bemgio Tenant by Landlord in writing.
3. The square footage of the Leased Premisestshallijusted to the actual, based upon the appriaed as set forth in Number 1. above.

4. The Base Monthly Rent shall be adjusted to etiasquare footage of the Leased Premises asrdeser in Number 3. above multiplied
by .97917. As way of example, if the square footafgne Leased Premises as determined in Numkar@®.e is 63,200 sf the Base Monthly
Rent shall be (63,200 times .97917) $61,883.00.
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EXHIBIT 21.1

SUBSIDIARIES OF THE REGISTRANT

Name

Advanced 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.

Noah Holdings, Inc.

Noah Precision, Inc.

Sekidenko, Inc.

Engineering Measurements Company
AEI US Subsidiary, Inc.

Advanced Energy California, Inc.
Advanced Energy Nevada, LLC
Advanced Energy Voorhees Nevada, LLC
Advanced Energy Industries Texas, L.P.

AEI International Holdings CV

Jurisdiction of Incorporation

or Organization

Japan
Germany
United Kingdom
Virgin Islands
Minnesota
South Korea
New Jersey
California
Taiwan
California
California
Washington
Colorado
Delaware
California
Nevada
Nevada
Texas

Netherlands



EXHIBIT 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cangehe incorporation by reference of our repnduded in this Form 10-K, into
Advanced Energy Industries, Inc.'s previously fiRelistration Statements on Forms S-8 (File No3-@%16, 333-04073, 333-46705, 333-
57233, 333-65413, 333-79425 and 333-79429); anth&&-3 (File Nos. 333-37378 and 333-47114).

/'s/ Arthur Andersen LLP
Denver, Col orado.

March 26, 2001.

End of Filing
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