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ADVANCED ENERGY INDUSTRIES, INC.

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD
MAY 5, 1999

To our Stockholders:

The 1999 Annual Meeting of Stockholders of AdvanEagrgy Industries, Inc. will be held on Wednesddgy 5, 1999, at 10:00 a.m., in the
Monarch Room at Advanced Energy's corporate offit625 Sharp Point Drive, Fort Collins, Colorad®38. At the Annual Meeting, you
will be asked to vote on the following matters:

1. Election of eight directors. Management of tbempany has proposed that the stockholders retsedurrent directors: Douglas S. Schatz,
G. Brent Backman, Richard P. Beck, Hollis L. Casgwaithur A. Noeth, Elwood Spedden, Gerald M. Skaaed Arthur W. Zafiropoulo.

2. Approval of an increase in the number of auttestishares of Advanced Energy's common stock fl@miBion shares to 40 million
shares.

3. Approval of an amendment to the 1995 Stock @pftan to increase the total number of shares wihoon stock issuable under such plan
from 4,625,000 shares to 5,625,000 shares.

4. Approval of an amendment to the 1995 Non-Emmdy&ectors' Stock Option Plan to increase thd tmianber of shares of common stock
issuable to Advanced Energy's non-employee dire¢tom 50,000 shares to 100,000 shares.

5. Approval of stock options that were receivedwy former RF Power Products directors who becoirectbrs of Advanced Energy,
following the acquisition of RF Power Products iot@ber 1998.

6. Ratification of the appointment of Arthur AndensLLP as independent auditors of Advanced Enesg$9$99.
7. Any other matters of business properly brougtibie the Annual Meeting.
Each of these matters is described in detail irmttmmpanying Proxy Statement, dated April 1, 1999.

People who owned common stock at the close of basinn March 8, 1999 are entitled to receive thike and to vote at the Annual
Meeting.

All stockholders are cordially invited to attenétAnnual Meeting in person. However, to assureybat voice is heard, you are urged to
return the enclosed form of proxy as promptly assfide in the postage prepaid envelope, by teleploithrough the Internet.

By Order of the Board of Directors

Jay L. Margulies
SECRETARY

Fort Collins, Colorado
April 1, 1999

YOUR VOTE IS IMPORTANT



[LOGO]
To: Our Owners Date: April 1, 1999
From: Douglas S. Schatz

Subject: Invitation to our 1999 Annual Meeting

Please come to our 1999 Annual Meeting to learmghdvanced Energy and what we have done in the/éss. The Annual Meeting will k
held:

WEDNESDAY, MAY 5, 1999
10:00 A.M.
MONARCH ROOM
ADVANCED ENERGY'S CORPORATE OFFICES
1625 SHARP POINT DRIVE
FORT COLLINS, COLORADO 80525

This proxy statement describes the matters thaagement of Advanced Energy intends to presentaatiiickholders at the Annual Meeting.
Accompanying this proxy statement is Advanced Eyier§998 Annual Report to Stockholders and a fofiproxy. These proxy materials ¢
first being sent to stockholders on or about Apyil 999.

This year, to make it easier for you to vote, weeharranged for you to deliver your proxy by mtglephone or through the Internet. If you
vote by telephone or through the Internet this ygan can choose to receive next year's proxy liadgesn-line rather than in the mail. You
can change your vote at any time before the Anklgating or by revoking your proxy and voting at #henual Meeting in person.
Instructions for voting are included in this prostatement.

The Securities and Exchange Commission requirepaaias to write some of their documents in "plamglish." Although the proxy
statement is not one of the documents requireé ta plain English, we are trying to make it easeryou to read. We welcome your
feedback on the new format.

| look forward to seeing you at the Annual Meeting.
Douglas S. Schatz

CHAIRMAN, PRESIDENT AND CHIEF
EXECUTIVE OFFICER

1625 Sharp Point Drive, Fort Collins, Colorado 8097 (-221-4670



GENERAL

This proxy statement and the accompanying mateai@$eing sent to stockholders of Advanced Enasgyart of a solicitation for proxies
for use at the 1999 Annual Meeting of Stockhold&re solicitation for proxies is being made by ngeraent of Advanced Energy. By
delivering the enclosed proxy card, you will appddouglas S. Schatz and Richard P. Beck as yourtagad proxies to vote your shares of
common stock at the Annual Meeting. In this protatement, "proxy holders" refers to Messrs. Schat¥ Beck in their capacities as your
agents and proxies.

Advanced Energy's principal executive offices aated at 1625 Sharp Point Drive, Fort Collins,dZadlo 80525. The telephone number is
(970) 221-4670. In this Proxy Statement, the "Comypaefers to Advanced Energy and its subsidiaries.

PROPOSALS
Management of the Company intends to present sipgsals to the stockholders at the Annual Meeting:

1. Election of Directors. Management has nominatech of the current directors: Douglas S. SchatBrént Backman, Richard P. Beck,
Hollis L. Caswell, Arthur A. Noeth, Elwood Speddéserald M. Starek and Arthur W. Zafiropoulo. Segpa.

2. Approval of an increase in the number of auttestishares of Advanced Energy's common stock fl@miBion shares to 40 million
shares. See page 14.

3. Approval of an amendment to the 1995 Stock @pftan to increase the total number of shares wihoon stock issuable under such plan
from 4,625,000 shares to 5,625,000 shares. Seelage

4. Approval of an amendment to the 1995 Non-Emmdyaectors' Stock Option Plan to increase thd taienber of shares of common stock
issuable to the non-employee directors from 504)@0es to 100,000 shares. See page 19.

5. Approval of stock options that were receivedtmsytwo former RF Power Products directors who bexdirectors of Advanced Energy,
following the Company's acquisition of RF PowerdRrets in October 1998. See page 23.

6. Ratification of the appointment of Arthur AndensLLP as independent auditors of the Company 9601See page 26.

Management does not know of any other matters subeitted to the stockholders at the Annual Megtihany other matters properly col
before the meeting, it is the intention of the préwlders to vote the shares they represent aBdhed of Directors may recommend.

RECORD DATE AND SHARE OWNERSHIP

The people who owned shares of Advanced Energysnmm stock as of the close of business on Mardl989 are entitled to vote on the
proposals that are presented at the Annual Medfinghat date, 26,891,782 shares of common stook issued and outstanding, and such
shares were held of record by 970 persons, acaptdithe records of Boston EquiServe, Advanced @gnetransfer agent.

VOTING

Each share of common stock entitles its holdemiwte on each of the proposals that are presantbe Annual Meeting. Votes cast at the
Annual Meeting (by proxy or in person) will be caead by the inspector of the election, with the stssice of Advanced Energy's transfer
agent. The



inspector also will determine whether or not a guois present at the Annual Meeting. A quorum balipresent at the Annual Meeting if a
majority of the shares of common stock entitleddte at the Annual Meeting are represented at thetimg, either by proxy or by the person
who owns the shares.

If a quorum is present at the Annual Meeting, tightenominees for director who receive the mosesatill be elected as directors for the
year. In order for the other proposals that arsgmted at the meeting to be passed, assuming amu®present, a majority of the sha
present at the Annual Meeting and entitled to ¥byeproxy or in person) must be cast in favor & pioposal. If you return your proxy or if
you are present at the meeting, but abstain frofing@n one or more proposals, your abstentiontvelle the effect of voting against 1
proposals.

If your shares are held by a broker, a proxy carsltieen sent to the broker. You may have recehisghtoxy statement directly from your
broker, together with instructions as to how teedirthe broker how to vote your shares. If you dbgive your broker instructions or
discretionary authority to vote your shares on anmore of the proposals, but your broker retunesgroxy card indicating such lack of
authority, your shares will be "broker non-votesthwespect to the proposals for which the brol@sinot have authority to vote. Broker
non-votes will be counted as present for purpo$éei@rmining a quorum, but will not be countedshares entitled to vote. As a result,
broker non-votes will have no effect on whethergheposals presented to the meeting are passed.

COSTS OF SOLICITATION

Advanced Energy has retained the services of BdstpiServe to aid in the solicitation of proxiesrfr bankers, bank nominees and other
institutional owners. The Company estimates thailitpay Boston EquiServe a fee of not more tharb8$0 for its services. The Company
also will reimburse Boston EquiServe for its outpafcket expenses. The Company may reimburse broédirans and other persons
representing beneficial owners of common stockHeir expenses in sending proxies to such owneosi¢s also may be solicited by som
the Company's directors, officers and regular egg#g, without additional compensation, personallgyotelephone or facsimile.

DELIVERY AND REVOCABILITY OF PROXIES
This year, you may vote your shares by deliveripgaxy in one of the following ways:
- BY MAIL. You may mark the enclosed proxy card andlil it in the enclosed postage-prepaid envelope.

- BY TELEPHONE. You may call from the United StateB-free at 1-877-PRX-VOTE (1-877-779-8683) corft outside the United States
collect at 1-201-536-8073. You will need to enteusycontrol number (found on your proxy card abgeer name) and then follow the voice
prompts.

- BY INTERNET. You may access the website www.eprmte.com/aeis. You will need to enter your contrember and then follow the
prompts.

If you deliver your proxy by telephone or electraily, please do not mail the enclosed proxy cHigbu deliver your proxy and change your
mind before the Annual Meeting, you may revoke youxy by delivering notice that you wish to revolaur proxy or by delivering another
proxy with a later date. You may vote your shangatbending the meeting in person but, if you hdekvered a proxy before the Annual
Meeting, you must revoke it before the Annual Megtbegins. Attending the meeting will not automaiticrevoke your previously delivered

proxy.

The Internet and telephone voting procedures asigded to authenticate stockholders' identitiestaradlow stockholders to vote their shares
and confirm that their instructions have been prigpe



recorded. The Company has been advised by couraehe procedures that have been put in placeomsstent with the requirements of
applicable law. Stockholders voting via the Intérsteould understand that there may be costs assdaidth electronic access, such as usage
charges from Internet access providers and telepbompanies, that would be borne by the stockholder

COMMON STOCK OWNERSHIP BY MANAGEMENT AND OTHER STOC KHOLDERS
The following table sets forth the beneficial owstép of Advanced Energy's common stock as of Ma&HhL999, by the following:
- persons known to Advanced Energy to own more 8%rof the outstanding common stock
- each of the directors and named executive offi(teee EXECUTIVE COMPENSATION)

- the current directors and executive officers gsoap

SHARES
BENEFICIALLY APPROXIMATE

NAME OF STOCKHOLDER OWNED PERCENT OWNED
Douglas S. Schatz, Chairman, Chief Executive Office r and President (2)......... 12,339500 ------ 459-
G. Brent Backman, DIreCtor (2)......cccccceeveeeees e 2,214,000 8.2
Franklin Resources, INC. (3)..vuuueeeveieneeeas e 1,756,100 6.5
Capital Guardian Trust Company and Capital Internat ional, Inc. (4).......c.... 1,320,000 4.9
Richard A. Scholl, Chief Technical Officer (5)..... e, 395,703 1.5
Richard P. Beck, Senior Vice President and Chief Fi nancial Officer and Director

(B).eeieiiiiiiii it e 162,101 *
Hollis L. Caswell, Chief Operating Officer and Dire Ctor (7).ceeeeeeeiiieenn. 87,118 *
Eric A. Balzer, Vice President, Operations (8)..... e 266,681 *
James Gentilcore, Vice President, Sales and Marketi [ATo () I 40,625 *
Elwood Spedden, Director (10).......ccoevcvcccceee e 7,500 *
Arthur A. Noeth, Director (11).....ccccceveevcceees s 2,500 *
Gerald M. Starek, DIrector (12).....cccccceveeees s 51,787 *
Arthur W. Zafiropoulo, Director (13).....ccccceeeee s 53,462 *
All current executive officers and directors, as a group

(O PErsonS) (14) ..o s 15,644,845 57.8

* Less than one percent (1.0%)
(1) Mr. Schatz' address is c/o Advanced Energystriks, Inc., 1625 Sharp Point Drive, Fort Colli@®lorado 80525.
(2) Mr. Backman's address is 946 Lochland Countt Eollins, Colorado 80524.

(3) Information as to the amount and nature of bieia& ownership was obtained from the Schedule 18 with the Securities and
Exchange Commission ("SEC") on January 26, 199%rhpklin Resources, Inc., Charles B. Johnson, Rishelohnson, Jr., and Franklin
Advisers, Inc. (the "Franklin Group"). Accordingsach Schedule 13G, the shares reported as ownie Iiranklin Group are beneficially
owned by one or more open or closed-end investomnpanies or other managed accounts which areeatiis direct and indirect
investment advisory subsidiaries of Franklin Resesy Inc. Charles B. Johnson and Rupert H. Johdsoare the principal shareholders of
Franklin Resources, Inc. Franklin Advisers, Inais



registered investment adviser and a subsidiaryaflffin Resources, Inc. The address for each menflibe Franklin Group is 777 Mariners
Island Boulevard, San Mateo, California 94404.

(4) Information as to the amount and nature of bieiaé ownership was obtained from Amendment Néo Bchedule 13G filed with the SEC
on February 12, 1999, by Capital Guardian Trust gamy ("Capital Guardian") and Capital Internatiomiat. ("Capital International"). At
that time, the shares beneficially owned by Casiaardian and Capital International represente#hm0the common stock then outstandi
According to the Schedule 13G, Capital Guardian@agital International both are subsidiaries of@agpital Group of Companies, Inc.
Capital Guardian is a bank that is deemed to beia#fi own common stock as a result of servingramaestment manager of various
institutional accounts. Capital Guardian reporie soting power over 1,012,000 shares of commocksémd sole investment power over
1,320,000 shares of common stock. Capital Intesnatiis a registered investment adviser that isnéekto beneficially own common stock
a result of acting as an investment adviser toouarinvestment companies and institutional acco@sdpital International reports sole voting
and dispositive power over 286,500 shares of comshoek. Although Capital Guardian and Capital In&ional have filed this Schedule
13G jointly, they disclaim membership in a groupdtl other purposes. The address for each of @la@itardian and Capital International is
11100 Santa Monica Boulevard, Los Angeles, Calito@9025-3384.

(5) Includes 15,131 shares that Brenda Scholl,Sdholl's wife, has the right to acquire within 6yd of March 26, 1999 pursuant to stock
options granted by the Company. Mrs. Scholl is sifess unit manager for the Company.

(6) Includes 5,000 shares that Mr. Beck has tha tigacquire within 60 days of March 26, 1999 parg to stock options granted by the
Company. Does not include 200 shares held in feimancy by Mr. Beck's wife and a person unrelabedit Beck. Mr. Beck disclaims
beneficial ownership of such 200 shares.

(7) Includes 86,875 shares that Dr. Caswell hasigii to acquire within 60 days of March 26, 1999suant to stock options granted by the
Company.

(8) Includes 6,125 shares that Mr. Balzer hasitte to acquire within 60 days of March 26, 1999suant to stock options granted by the
Company.

(9) Includes 27,825 shares that Mr. Gentilcorethagight to acquire within 60 days of March 2692%ursuant to stock options granted by
the Company.

(10) Consists of shares that Mr. Spedden has gih¢ 10 acquire within 60 days of March 26, 1999spant to a stock option granted by the
Company.

(11) Consists of shares that Mr. Noeth has the tghcquire within 60 days of March 26, 1999 parsuo a stock option granted by the
Company.

(12) Includes 15,644 shares that Mr. Starek hasighéto acquire within 60 days of March 26, 1988suant to stock options granted or
assumed by the Company. Mr. Starek's right to aedqyb17 of such shares is subject to approvahéytockholders. See PROPOSAL NC
Does not include 6,292 shares held by Mr. Stareites Mr. Starek disclaims beneficial ownershiphig wife's shares.

(13) Includes 20,573 shares that Mr. Zafiropouls thee right to acquire within 60 days of March 2899 pursuant to stock options grante
assumed by the Company. Mr. Zafiropoulo's righdaaquire 3,600 of such shares is subject to applovtie stockholders. See PROPOSAL
NO. 5.

(14) Includes 169,923 shares that the executiveastf and directors collectively have the rightwgyuire within 60 days of March 26, 1999
pursuant to stock options granted or assumed bgtimepany. Messrs. Starek's and Zafiropoulo's righeequire an aggregate of 6,217 of
such shares are subject to approval by the stod&lmlSee PROPOSAL NO. 5.
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PROPOSAL NO. 1
ELECTION OF DIRECTORS

A board of eight directors is to be elected atAhaual Meeting. Management has nominated eacheoftinrent directors. In the event that
any of such nominees is unable to or declinesreesas a director at the time of the Annual Meetthg proxy holders will vote in favor of

any nominee designated by the Board of Directofiltine vacancy. The Company is not aware of angninee who will be unable or who

will decline to serve as a director. The term dioaf of each person elected as a director at theuAhMeeting will continue from the end of
the Annual Meeting until the next Annual MeetingSibckholders (expected to be held in the year p@bQuntil a successor has been elected
and qualified.

NOMINEES
DIR ECTOR PRINCIPAL OCCUPATION AND BUSINESS EXPERIE NCE DURING PAST FIVE

NAME AGE S INCE YEARS

Douglas S. Schatz............... 53 1981 Douglas S. Schatz is a co-founder of the C ompany and has been
its President and Chief Executive Officer and a director since
its incorporation in 1981. Mr. Schatz also co-founded Energy
Research Associates, Inc. and served as it s Vice President of
Engineering from 1977 through 1980.

G. Brent Backman................ 59 1981 G. Brent Backman is a co-founder and has b een a director of the
Company since its incorporation in 1981. M r. Backman had been a
Vice President of the Company from its inc orporation until April
1998, when he became Senior Vice President , Special Projects.
Mr. Backman served in such position until December 1998. Prior
to co-founding the Company, Mr. Backman wa s a Business Manager
at lon Tech, Inc. and a Laboratory Adminis trator at Hughes
Aircraft Company.

Richard P. Beck................. 65 1995 Richard P. Beck joined the Company in Marc h 1992 as Vice
President and Chief Financial Officer and became Senior Vice
President in April 1998. He became a direc tor of the Company in
September 1995. From 1987 to 1992, Mr. Bec k served as Executive
Vice President and Chief Financial Officer of Cimage
Corporation, a computer software company. Mr. Beck is a
director, and serves on the compensation c ommittee, of Applied
Films Corporation, a publicly held manufac turer of flat panel
display equipment.

Elwood Spedden (1,2)............ 61 1995 Elwood Spedden joined the Board of Directo rs of the Company in

September 1995. Mr. Spedden was a senior v
Tencor Instruments, a manufacturer of auto
used in the fabrication of semiconductors,
June 1997. From 1990 through March 1996, M
Credence Systems Corporation, a manufactur
equipment used in the fabrication of semic
senior management positions including Pres
Officer and Vice-Chairman of the Board of

is also a director of Insight Objects, a p
company.
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DIR

NAME AGE S
Hollis L. Caswell............... 67
Arthur A. Noeth (1,2)........... 63
Gerald M. Starek (1)............ 57
Arthur W. Zafiropoulo (2)....... 60

(1) Member of the Audit Committee

(2) Member of the Compensation Committee

There is no family relationship between any offttregoing nominees or between any of such nomiaadsany of the Company's executive

officers. Messrs. Starek and Zafiropoulo were apieai

ECTOR PRINCIPAL OCCUPATION AND BUSINESS EXPERIE
INCE YEARS
1997 Hollis L. Caswell joined the Board of Dire

in February 1997 and joined the Company as
Officer in June 1997. From 1990 to 1994, D
Chairman of the Board and Chief Executive
Inc., a manufacturer of superconducting el
that time, Dr. Caswell served as senior vi
Corporation, an information technology com
such company's Computer Systems Group.

1997 Arthur A. Noeth joined the Board of Direct
July 1997. From 1993 to 1998, Mr. Noeth wa
Implant Center, a provider of ion implant
electronics industry. From April 1987 to S
president of A.N. Services, a business con

1998 Gerald M. Starek joined the Board of Direc
October 1998, following the acquisition by
Power Products. Mr. Starek had been a non-
RF Power Products since February 1994. Mr.
founder of Silicon Valley Group, Inc., a s
wafer processing equipment for the semicon
served as Silicon Valley Group's Chairman
September 1991 and as Vice Chairman from S
1993. Mr. Starek also is a director of AML
a manufacturer of amplifiers for telecommu

1998 Arthur W. Zafiropoulo joined the Board of
Company in October 1998, following the acq
Company of RF Power Products, Inc. Mr. Zaf
non-employee director of RF Power Products
Zafiropoulo is the founder of Ultratech St
that develops, manufactures and markets ph
equipment for the semiconductor industry.
been Chief Executive Officer and Chairman
Directors of Ultratech Stepper since March
also has served as President of Ultratech
1997, as he did from March 1993 to March 1
is a director of Semi/Sematech, an associa
suppliers of equipment, materials and serv
semiconductor industry and SEMI (Semicondu
Materials International), an international

NCE DURING PAST FIVE

ctors of the Company
Chief Operating

r. Caswell was

Officer of HYPRES,
ectronics. Prior to

ce president of Unisys
pany, and president of

ors of the Company in
s president of the
services to the
eptember 1993, he was
sulting service.

tors of the Company in
the Company of RF
employee director of
Starek was the

upplier of automated
ductor industry. He
from September 1984 to
eptember 1991 to April
Communications Inc.,
nications equipment.

Directors of the
uisition by the
iropoulo had been a
since July 1992. Mr.
epper, Inc., a company
otolithography

Mr. Zafiropoulo has
of the Board of

1993. Mr. Zafiropoulo
Stepper since May
996. Mr. Zafiropoulo
tion of U.S.-owned
ices to the
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to the Board of Directors in connection with then@many's acquisition of RF Power Products in Octdi$88.
REQUIRED VOTE

The eight nominees receiving the highest numberfofnative (FOR) votes at the Annual Meeting viié elected as directors. Stockholders
do not have the right to cumulate their votes fier ¢lection of directors. Unless otherwise ins&dgcthe proxy holders will vote the proxies
received by them FOR each of management's eighime@s Votes withheld from a nominee will be codrfer purposes of determining
whether a quorum is present, but will not be codigte an affirmative vote for such nominee.

THE BOARD OF DIRECTORS OF THE COMPANY RECOMMENDS A VOTE "FOR" THE ELECTION
OF EACH OF THE EIGHT NOMINEES NAMED ABOVE.
DIRECTOR COMPENSATION

Non-employee directors receive meeting fees of $3,00@dch Board of Directors meeting attended, dthean telephonic meetings, and $
for each committee meeting attended. Such direaissare reimbursed for reasonable out-of-pockett expenses.

Non-employee directors participate in the Company3519on-Employee Directors' Compensation Plan (ieettor Plan™). Under the
Director Plan, upon first becoming a nemployee director, each participant is grantedgion to purchase 7,500 shares of common stot
the fair market value of the common stock on the @& grant. Such options are exercisable as @02sbares upon grant and vest as to an
additional 2,500 shares on each of the secondhamtlanniversary of the grant date. Also underRirector Plan, on each anniversary of the
participant becoming a non-employee director, quenson is automatically granted an option to pusel3500 shares of common stock at the
fair market value of the common stock on the déigrant. Such options vest in full on the third smnsary of the grant date. All options
granted under the Director Plan have terms of Hds/ffom the date of grant. 50,000 shares of comstmek have been reserved for issuance
under the Director Plan. As of March 26, 1999, amito purchase an aggregate of 47,500 sharesowestanding under the Director Plan. A
proposal to increase the number of shares issualbller the Director Plan will be presented at theuat Meeting.

See PROPOSAL NO. 4.

BOARD AND COMMITTEE MEETINGS

The Board of Directors held nine meetings in 1988uding three telephonic meetings. The Board wé&ors has an Audit Committee an
Compensation Committee. There is no Nominating Cataenor committee performing the functions of animating committee. In 1998, all
incumbent directors, other than Messrs. Starekzatfidopoulo who were elected to the Board of Dioestin October 1998, attended at least
75% of the meetings of the Board of Directors anléast 75% of the meetings of the Committees oiclvhe served.

The Audit Committee met once in 1998. At the timi¢he meeting, the Audit Committee consisted of 8desSpedden and Noeth. The Audit
Committee is responsible for recommending engagenfehe Company's independent auditors, reviewliegscope of the audit, evaluating
the comments made by the independent auditor witpect to accounting procedures and internal dsraral the determining whether to
bring such comments to the attention of Companyagament, and reviewing the internal accountinggutaces and controls with the
Company's financial and accounting staff. In Decermit®998, the Board of Directors added Mr. StarethéoAudit Committee.
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The Compensation Committee met twice in 1998. Attilme of the meetings, the Compensation Commitbesisted of Messrs. Spedden and
Noeth. The Compensation Committee is responsiblesflommending salaries, incentives and other cosgi®n for directors and officers
the Company, administering the Company's incerttbrapensation and benefit plans for officers andmenending to the Board of Directors
policies relating to such compensation and bepédits. In December 1998, the Board of Directorsedddr. Zafiropoulo to the
Compensation Committee.



EXECUTIVE COMPENSATION

SUMMARY OF CASH AND CERTAIN OTHER COMPENSATION

The following table provides certain informatiomeerning compensation paid or accrued by the Coynfmaar on behalf of the Company's
Chief Executive Officer and the five most highlynmeensated persons, other than the Chief Execufifiee® who were executive officers of
the Company during 1998 (the "named executive ef§i).

SUMMARY COMPENSATION TABLE

LONG-TERM
COMPENSATION
AWARDS
ANNUAL COM PENSATION SECURITIES OTHER
-------------------------- UNDERLYING COMPENSATION
NAME AND PRINCIPAL POSITION YEAR SALARY ($) (1 ) BONUS ($) OPTIONS (#) (%) (2)
Douglas S. Schatz............. 1998 279,690 0 0 5,000
Chairman of the Board, Chief 1997 299,755 300,000 0 2,531
Executive Officer and
President 1996 288,989 50,568 0 10,290
Hollis L. Caswell............. 1998 220,213 0 37,500 5,000
Chief Operating Officer 1997 126,609(3) 86,287(3) 300,000 0
1996 -(3) -(3) -@3) -(3)
Richard A. Schall............. 1998 191,710 0 0 5,000
Senior Vice President 1997 205,344 97,235 0 1,765
and Chief Technical Officer 1996 189,750 0 0 0
Richard P. Beck............... 1998 184,280 0 20,000 5,000
Senior Vice President 1997 197,181 93,301 5,000 1,699
and Chief Financial Officer 1996  150,460(4) 0 19,000(4) 0
James Gentilcore.............. 1998 168,855 0 18,000 5,000
Vice President, Sales and
Marketing 1997 180,526 85,086 30,000 1,564
1996 165,823 0 20,000 0
Eric A. Balzer................ 1998 154,861 0 10,000 5,000
Vice President, Operations 1997 166,667 81,905 10,000 1,445
1996 147,820 0 0 0

(1) In March 1998, each of the named executiveceff agreed to a 10% salary reduction for the lbelah 1998.
(2) Reflects amounts contributed by the Comparsaith of the named executive officers under the Garyip 401(k) profit sharing plan.
(3) Dr. Caswell joined the Company in June 1997.

(4) In 1996, Mr. Beck voluntarily reduced his sglay 80% for the fourth quarter of 1997, and waand¢gd in lieu of such salary an incentive
stock option to purchase 19,000 shares at thenfaiket value of the common stock on the grant date.
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OPTION GRANTS IN 1998

The following table sets forth information as todt options granted to the named executive offiged998. No options were granted by the
Company in 1998 to either Mr. Schatz or Mr. Scholl.

POTENTIAL REALIZABLE

VALUE AT
ASSUMED ANNUAL RATES

NUMBER OF PERCENT OF OF STOCK

SECURITIES TOTAL OPTIONS PRICE APPRECIATION

UNDERLYING GRANTED TO FOR OPTION TERM

OPTIONS EMPLOYEES EXERCISE EXP IRATION = -----m-mmmmmemeeeee

NAME GRANTED (#) IN 1998 PRICE ($) DATE 5% 10%
Hollis L. Caswell..........cccccooiiiiiinnns .. 37,500 4.0% 15.28 2/16/08 360,356 913,214
Richard P. Beck...... ... 20,000 2.2% 15.28 2/16/08 192,190 487,048
Eric A. Balzer......... ... 10,000 1.1% 15.28 2/16/08 96,095 243,524
James Gentilcore 18,000 1.9% 15.28 2/16/08 172,971 438,343

These options were granted under the Company's $8%% Option Plan. Each option vests as to ongHaf the underlying shares on the
first anniversary of its grant date and as to afitamhal one-sixteenth of the underlying sharesrtauly thereafter, until fully vested. The
exercise price of each option is equal to therfairket value of the common stock on the date aftges reported on the Nasdaqg National
Market.

AGGREGATED OPTION EXERCISES IN 1998 AND OPTION VALU ES AT DECEMBER 31, 1998

The following table sets forth information as tdiops granted by the Company that were exercisethidyamed executive officers during
1998 and options held by the named executive affiaeDecember 31, 1998. Mr. Schatz did not exermisold any options during 1998.

VALUE OF UNE XERCISED
VAL UE REALIZED SHARES UNDERLYING IN- THE-MONE Y OPTIONS
ON UNEXERCISED OPTIONS AT AT DECEMBER 31, 1998
SHARES ACQUIRED EX ERCISE ($) DECEMBER 31, 1998 (#) ($)
NAME ON EXERCISE (#) 1) EXERCISABLE/UNEXERCISABLE EXERCISABLE/ UNEXERCISABLE
Hollis L. Caswell............ 0 n/a 125,000/222,500 1,656,250/ 2,838,875
Richard A. Scholl (2)........ 0 n/a 22,874/0 403,855/0
Richard P. Beck.............. 19,000 45,125 5,000/20,000 74,06 5/163,160
Eric A. Balzer............... 2,000 12,750 1,750/16,250 28,65 6/117,344
James Gentilcore............. 12,800 148,000 11,250/43,950 184,21 9/357,791

(1) Reflects the aggregate market value of the comstock acquired on the date of exercise minugxleecise price.

(2) Consists of shares that his wife, Brenda Schals the right to acquire pursuant to options..[8choll is a business unit manager for the
Company.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The current members of the Compensation Commiteeddhur A. Noeth, Elwood Spedden and Arthur Wfiidgoulo. None of such
persons is or has been an officer or employeeso€Ctmpany, nor has any of such persons had a diré@udirect interest in any business
transaction with the Company involving an amourgxocess of $60,000.

During 1998, none of the executive officers of @@mmpany served as a member of board of directocsmpensation committee of another
company which has any executive officers or dinescgerving on the Company's Board of Directors am@ensation Committee.
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REPORT ON EXECUTIVE COMPENSATION

The Compensation Committee, which consists of thmeemployee directors, reviews and makes recordatems with respect to the
Company's executive compensation policies anddhgensation to be paid to each of the executiviees. The recommendations of the
Compensation Committee with respect to each exexofficers’ compensation are subject to approydhb Board of Directors. The
Committee also reviews the compensation policyti@darly with respect to stock options, for keymagers who are not corporate officers.

COMPENSATION POLICIES

One of the primary goals in setting compensatidicigs is to maintain competitive, progressive peogs to attract, retain and motivate high
caliber executives, foster teamwork and maximizeldimg-term success of the Company by appropriagsiarding such individuals for their
achievements. Another goal is to provide an ineertid executives to focus efforts on long-termtsgy goals for the Company by closely
aligning their financial interests with stockholdeterests. To attain these goals the Companysuéixe compensation program was designed
to include base salary, annual incentives and teng-incentives.

In formulating and administering the individual rlents of the Company's executive compensation anegplanning, implementing and
achieving long-term objectives are emphasized tabéish performance-objectives, evaluate perforraaand determine actual incentive
awards.

COMPENSATION COMPONENTS
BASE SALARY

The base salaries of executive officers are estadadi after review of relevant data of other exeegtiwith similar responsibilities from
published industry reports and surveys of similaityated companies. The objective is to mainftain@ompany's annual executive salaries at
levels competitive with the market average basargaif executive officers in similar positions. Timarket reviewed is comprised of simila
sized high technology companies within and outtiéeCompany's industry. The Compensation Comniitbseestablished base salary and
incentives for the executive officers for 1999.

ANNUAL INCENTIVES

Aggressive incentive bonus levels for executivesiatended to provide the appropriate elementsaafbility and risk. Bonus payments are
tied specifically to targeted corporate performaridee Compensation Committee establishes a baseslaonount, determined through rev

of a competitive market survey for executives atilgir levels, which will be incrementally reducédiie Company does not meet its targeted
performance or increased if the Company exceedariigeted performance. There is no minimum or maxkinpercentage by which the bonus
can be reduced or increased.

STOCK OPTIONS

The Compensation Committee grants stock optiongwitneg Company's 1995 Stock Option Plan to foces#tecutives' attention on the long-
term performance of the Company and on maximiztogkholder value. The grant of stock options iselg tied to individual executive
performance. The Compensation Committee will gsarch stock options after a review of various fagtorcluding the executive's potential
contributions to the Company, current equity owhigrén the Company and vesting rates of existioglsbptions, if any. Incentive stock
options and non-statutory stock options are grawiddan exercise price of at least 100% and 8%Xpectively, of the fair market value of
the common stock subject to the option on the ditke grant. The Compensation Committee sets
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vesting periods to encourage retention of execuffieers. Because of the direct benefit executiffecers receive through improved stock
performance, the Compensation Committee believiek siptions serve to align the interests of exeeutifficers closely with those of other
stockholders.

COMPENSATION OF CHIEF EXECUTIVE OFFICER

The compensation of the Chief Executive Officer, Bouglas S. Schatz, is based on the policies emxkdures applicable generally to
executive officers of the Company. In determining Bichatz's base salary and bonus, compensatiels lier other chief executive officers
high technology firms within and outside the indystere examined. This information was comparethéoperformance of such firms
relative to the Company's performance.

EFFECT OF SECTION 162(M) OF THE INTERNAL REVENUE CO DE

Section 162(m) of the Internal Revenue Code of 1886 "Tax Code") generally limits the corporateldetion for compensation paid to
certain executive officers to $1 million, unlese tompensation is performance-based. Each of thedBif Directors and the Compensation
Committee has carefully considered the potentiglaiat of this limitation on executive compensatiod &as concluded in general that the
interests of the Company and the stockholdersbegilserved if certain of the Company's stock-based-term incentives qualify as
performance-based compensation within the mearfitiigeoTax Code. It is the Board of Director and Qamsation Committee's intention
that, so long as it is consistent with the Comptosa&ommittee's overall compensation objectivésyally all executive compensation will
be deductible for federal income tax purposes.

THE COMPENSATION COMMITTEE
Elwood Spedden
Arthur A. Noeth
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STOCK PERFORMANCE GRAPH

Advanced Energy's common stock has been registemder the Securities Exchange Act of 1934 since&Ciirapany's initial public offering
November 1995. The following graph reflects the alative total shareholder return on Advanced Ensrggmmon stock since that tin
compared with each of The Nasdaq Stock Market &h8.the Hambrecht & Quist Semiconductor Index.dfisal stock price performance is
not necessarily indicative of any future stock emerformance.

EDGAR REPRESENTATION OF DATA POINTS USED IN PRINTED GRAPHIC

ADVANCED ENERGY INDUSTRIES, INC.
H&Q SEMICONDUCTOR SECTOR INDEX
NASDAQ STOCK MARKET -U.S. INDEX

Advanced Energy Industries, Inc . Nasdaq Stock Market -U.S. H&Q Semiconductor Sector
11/17/95 100.0 0 100.00 100.00
Nov-95 105.0 0 101.34 98.54
Dec-95 90.0 0 100.80 86.11
Jan-96 87.5 0 101.29 84.94
Feb-96 82.5 0 105.15 85.37
Mar-96 80.0 0 105.50 81.32
Apr-96 87.5 0 114.25 93.17
May-96 80.0 0 119.49 90.29
Jun-96 77.5 0 114.11 77.94
Jul-96 58.7 5 103.93 69.19
Aug-96 70.0 0 109.75 75.73
Sep-96 53.7 5 118.15 88.48
Oct-96 41.2 5 116.84 89.29
Nov-96 66.2 5 124.07 112.53
Dec-96 53.7 5 123.95 111.52
Jan-97 75.0 0 132.76 134.45
Feb-97 65.0 0 125.42 128.00
Mar-97 75.0 0 117.23 125.33
Apr-97 88.7 5 120.89 136.09
May-97 122.5 0 134.60 146.95
Jun-97 153.7 5 138.72 141.35
Jul-97 250.0 0 153.36 172.88
Aug-97 315.0 0 153.13 176.16
Sep-97 283.1 2 162.18 176.69
Oct-97 207.5 0 153.78 138.32
Nov-97 197.5 0 154.55 133.44
Dec-97 149.3 7 152.07 117.61
Jan-98 125.0 0 156.87 131.37
Feb-98 168.7 5 171.59 144.32
Mar-98 145.6 2 177.93 134.85
Apr-98 148.7 5 180.95 146.68
May-98 142.5 0 171.02 120.54
Jun-98 116.2 5 183.08 115.86
Jul-98 105.6 3 181.15 119.46
Aug-98 62.5 0 145.63 91.31
Sep-98 73.1 3 165.75 101.01
Oct-98 131.2 5 172.52 126.46
Nov-98 181.2 5 189.52 143.79
Dec-98 250.0 0 213.77 165.09

CERTAIN TRANSACTIONS WITH MANAGEMENT

The Company's executive offices and manufacturegifies in Fort Collins, Colorado are leased frBnospect Park East Partnership and
from Sharp Point Properties, LLC, a Colorado limitiability company. Douglas S. Schatz, Presid@higf Executive Officer and Chairman
of the Board of the Company, holds a 26.67% mernmtterest and G. Brent Backman, a director, hold86& member interest in each of s
leasing entities. Aggregate rental payments ungleh feases for 1998 totaled approximately $1.6ionillThe Company also leases a
condominium in Breckenridge, Colorado from AEI Pedjes, a partnership in which Mr. Schatz hold9%&eneral partnership interest and
Mr. Backman holds a 40% general partnership inteféee Company uses the condominium to provide résvand incentives to its
customers, suppliers and employees. Aggregatel gaenents under such lease for 1998 totaled appedgly $36,000. The Company
believes that the terms of each of the foregoiagds are no less favorable than could have beamebtfrom a third party lessor for similar

property.

In connection with the Company's acquisition of Riwer Products, Joseph Stach entered into an emplityagreement with the Company.
Dr. Stach is a Senior Vice President of Advancedrgynand is the President of RF Power Productislovember 1998, in accordance with
the terms of the
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employment agreement, the Company loaned to Dch$$65,000.00. The loan bore interest at the fasixgercent per annum. Dr. Stach
repaid the loan in full in March 1999.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRNCE

Section 16(a) of the Securities Exchange Act of41@Rjuires Advanced Energy's executive officersdirettors and persons who own more
than ten percent of the outstanding common stoféiketan initial report of ownership on Form 3 actthnges in ownership on Form 4 or 5
with the Securities and Exchange Commission. Sechgns are also required to furnish the Comparly eapies of all Section 16(a) forms
they file. Based solely on its review of the copaésuch forms received by it and written repreagons from such reporting persons, the
Company believes that each of such persons tinlety dll Section 16(a) reports required to be figdsuch person in 1998 or with respect to
1998 transactions, except that Douglas Schatziftdléimely file a Form 5 to report three giftsldfO shares each, which gifts were made in
January 1998.

PROPOSAL NO. 2
INCREASE IN THE NUMBER OF AUTHORIZED SHARES OF COMM ON STOCK

GENERAL

Advanced Energy's Certificate of Incorporation eutly authorizes the issuance of 30,000,000 sluresmmon stock and 1,000,000 shares
of preferred stock. As of March 26, 1999, 26,908,56ares of common stock were outstanding and ditiathl 2,219,512 shares were
reserved for issuance under the Company's stoadrophd purchase plans, including the RF Power iitschlans assumed by the Company
in October 1998. The Board of Directors has appipaad is submitting to the stockholders at theushiMeeting, amendments to the 1995
Stock Option Plan and Director Plan. If such amesatsiare approved, an additional 1,050,000 shar#eiaggregate will be reserved for
issuance under such plans. See PROPOSALS NO. 38.and

On February 9, 1999, the Board of Directors adoptegsolution to amend the Certificate of Incorpiorato increase the authorized number
of shares of common stock to 40,000,000 sharegcuib stockholder approval of the amendment. hNenge is being proposed to the
authorized number of shares of Preferred Stodkelfproposed amendment is approved by the stoostsylBtaragraph A of Article IV of the
Certificate of Incorporation would be amended tadrén its entirety as follows:

This corporation is authorized to issue two clasgestock to be designated, respectively, "CommimtiS and "Preferred Stock.” The total
number of shares which the corporation is authdrieessue is forty-one million (41,000,000) shafesrty million (40,000,000) shares shall
be Common Stock, par value $0.001 per share, amdndhion (1,000,000) shares shall be Preferredi§tpar value $0.001 per share.

The authorized capitalization of the Company haseen changed since Advanced Energy' initial jpuliffiering in 1995. Since that time, t
Company has grown significantly through both in&mxpansion and acquisitions. In October 1997 Cbmpany sold in a public offering
1,000,000 shares of common stock, for net proceedpproximately $28.7 million, which were usedépay indebtedness and for corporate
purposes. In October 1998, the Company acquireB&ier Products and issued to the former sharelswotdd®F Power Products
approximately 4,000,000 shares of common stock. At
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such time, the Company also reserved for issuan@xercise of the RF Power Products options assioy#ue Company an additional
148,418 shares of common stock.

POTENTIAL USES OF COMMON STOCK

Although the Company has no immediate plans or ciimemts to issue additional shares of common stottler than pursuant to its existing
stock option and purchase plans, the Board of Biredelieves that the availability of additionattorized but unissued shares will provide
the Company with desired flexibility to issue conmstock for proper corporate purposes which maigéetified in the future. For example,
it may become advantageous for the Company to enigeany or all of the following:

- to raise additional capital through equity or eenible debt offerings

- to acquire other companies using common stock

- to adopt additional benefit plans involving tBsuance of common stock to employees, directocsmsultants
- to declare a stock distribution to the stockhodde

If required to call a special meeting of stockhodd® approve an increase in the authorized c&atadn when such purposes are identified,
the Company may be prevented from taking advaredgach opportunities because of the time or uag#st involved in obtaining such
approval.

DILUTIVE EFFECTS ON CURRENT STOCKHOLDERS

If the stockholders approve the proposed incraasiee authorized number of shares of common stoxladditional action or authorization
the Company's stockholders would be necessary foriitie issuance of such shares, unless requiregjdicable law or the rules of the
Nasdaqg National Market. If the Company issues amitit shares of common stock, such issuance cawld h dilutive effect on earnings |
share, as well as the voting power of the currergkbholders. Under the Certificate of Incorporatidvanced Energy's stockholders do not
have preemptive rights with respect to the comntooks This means that, when the Company issuedianali shares of common stock, the
current stockholders do not have any preferentiaits to purchase such shares.

POTENTIAL ANTI-TAKEOVER EFFECTS; MANAGEMENT CONTROL

The proposed increase in the authorized numberares of common stock could, under certain circantsts, have an anti-takeover effect,
although this is not the intention of this propogadr example, in the event of a hostile attempake over control of the Company, it may be
possible for the Company to issue shares of constamk to dilute the voting power of the other camsling shares and increase the potential
cost to acquire control of the Company. By potélytidiscouraging initiation of an unsolicited takess attempt, the proposed increase in the
authorized shares may limit the opportunity foicktwlders to dispose of their shares at the highiee generally available in takeover
attempts or that may be available under a merggrgsal.

The proposed amendment also may have the eff@arofitting the Company's current management, imetuthe current Board of Directors,
to retain their positions, and place them in advgibsition to resist changes that stockholders wisly to make if dissatisfied with the cond
of the Company's business.

REQUIRED VOTE

Approval of the proposed amendment to the Certiicd Incorporation to increase the authorizedtedipation of Advanced Energy, as
described above, requires the affirmative (FORgvot
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of a majority of the shares present at the Annua¢fihg and entitled to vote on this matter. Untebgrwise instructed on the proxy card, the
proxy holders will vote the proxies received byrthEOR this proposal. Abstentions will have the &ffef voting against the proposal.

Approval of this proposal is required to effect greposed amendment to the 1995 Stock Option Blarctease the number of shares isst
under such plan. See PROPOSAL NO. 3.

THE BOARD OF DIRECTORS OF THE COMPANY RECOMMENDSVOTE "FOR" THE PROPOSED INCREASE IN THE NUMBER
OF AUTHORIZED SHARES OF THE COMPANY'S COMMON STOGKROM 30 MILLION SHARES TO 40 MILLION SHARES.

PROPOSAL NO. 3
AMENDMENT OF 1995 STOCK OPTION PLAN

On February 9, 1999, the Board of Directors amertded 995 Stock Option Plan (the "Option Plan")inerease the number of shares of
common stock issuable under the plan to the Conipamyployees, directors and advisors from 4,625sb@@es to 5,625,000 shares, subject
to approval by the stockholders at the Annual MegtA copy of the Option Plan may be obtained ftomPlan Administrator at the
Company's corporate offices at 1625 Sharp PointeDfort Collins, Colorado 80525; telephone numbggn-221-4670.

OVERVIEW

The stated purposes of the Option Plan are to gecaimeans by which the Company can seek to rtsiservices of its existing employees,
directors and consultants, to secure and retaisghgces of new employees, directors and condsltard to provide incentives for such
persons to exert maximum efforts for the succesekefCompany.

Options to purchase common stock may be issued tnel®©ption Plan to any person employed by the @y, including an officer or
director, or to any other person who is paid byG@oepany to render consulting services. Last ytharOption Plan was amended to fix the
number of shares issuable under the plan at 4,625@ares. At that time, approximately 575 persegre eligible to receive options under
the Option Plan. Since that time, the Company ha/g substantially through internal development aoquisitions. As of March 26, 1999,
approximately 875 persons were eligible to recepons under the Option Plan.

The Company believes that options are a criticedmanent of its employees' compensation. As of M2@h1999, options to purchase an
aggregate of 4,451,251 shares of common stock & pranted since the inception of the Option Ra®93. The Option Plan will expire
June 2003. The proposed amendment to the Optigni®latended to provide a sufficient reserve ahowon stock issuable under the plan to
attract and retain the services of employees anduttants who are essential to the Company's leng-growth and success, including
persons who join the Company in connection withuégitions and other business transactions.

If the proposed amendment to the Option Plan isaygul, the Board of Directors intends to grantamito the Company's employees and
consultants from time to time during 1999. The pessselected to be granted options, as well asuh@er and terms of the options, will be
determined by the Board of Directors in its discret The Board of Directors has not made any deatetions as to the allocation of options
in 1999 among the employees, officers and condgltan

The potential benefit to be received from an opt#odependent on increases in the market prickeo€dbmmon stock. The ultimate dollar
value of the options that have been or may be gdambder the Option Plan is not currently asceatadin On March 23, 1999, the closing
price of the common stock as reported on the Nablzdigpnal Market was $22.875.
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CERTAIN INFORMATION REGARDING THE PLAN
ADMINISTRATION BY THE BOARD OF DIRECTORS

The Option Plan is administered by the Board o&Btiors. The Board may grant options from timeruetto selected employees and advis
and set the terms and conditions of the optionthédrcase of the grants to executive officersBibard has delegated to the Compensation
Committee the authority to grant options and talseterms and conditions of such options. Frone timtime, the Board may delegate all or
any portion of its administrative authority to anomittee of two or more directors, such as the Camapton Committee.

The Board may amend or terminate the Option Plamgatime and for any reason, subject to any requiegulatory approval and stockhol
approval. Stockholder approval shall be requirdiéfamendment effects any of the following:

- increases the number of shares issuable undgtahg

- modifies the requirements as to eligibility farpcipation in the plan (to the extent such madifion requires stockholder approval in order
for the plan to satisfy the requirements of Sectig@ of the Tax Code); or

- modifies the plan in any other way if such magifion requires stockholder approval in order ffigr plan to satisfy the requirements of
Section 422 of the Tax Code or to comply with teguirements of Rule 16b-3 under the Exchange Act.

DESCRIPTION OF OPTIONS
The provisions of separate options need not beim#nbut each option is subject to the followjmagrameters:
- the term of any option may not be longer than(id)) years from the date of grant;
- the exercise price of an incentive stock opticaymot be less than 100% of the fair market vafué®underlying common stock;
- the exercise price of a nonstatutory stock opsioall not be less than 85% of the fair market eafithe underlying common stock;
- each option shall vest as to at least twentyqrer20%) of the underlying common stock per yaad

- the options may not be transferred except by avilby the laws of descent and distribution orthia case of nonstatutory stock options,
pursuant to a qualified domestic relations order.

Incentive stock options (ISOs) are options thatiatended to qualify for favorable treatment un8ection 422 of the Tax Code. All other
options are nonstatutory stock options (NSOs).

If a change is made to the common stock, the BohRIrectors may make appropriate adjustmentsémtimber of shares subject to the then
outstanding options. The proposed increase in tingber of authorized shares of common stock (seeFRBFEAL NO. 2), however, would n
result in any adjustment in the options outstandinder the Option Plan.

EXERCISE OF OPTIONS

Payment of the exercise price of an option mushhde in one of the following forms at the time tpgion is exercised. Payment may be
made in cash or in any other form of legal consitlen that is approved by the Board of DirectorgctSother forms of legal consideration
may include other shares of common stock, full vese promissory notes or other deferred paymeahgements.
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UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

Options granted under the Option Plan may be ISO$S®Ds. The Option Plan is not subject to any miovis of the Employee Retirement
Income Security Act of 1974 ("ERISA").

There are no federal income tax consequences ¢pteonee or the Company by reason of the granhafgion under the Option Plan.
INCENTIVE STOCK OPTIONS

On exercise of an ISO, the optionee generally mgtl recognize any taxable income for federal incéaxepurposes; however, exercise of the
option may subject the optionee to alternative mimn tax liability.

Taxable income is not recognized by the holdemofSD until the holder sells or otherwise dispasiethe common stock acquired on exer

of the option. For federal income tax purpose®ssaf stock acquired on exercise of an ISO areldi/into two categories: qualifying
dispositions and disqualifying dispositions. Inerdor a sale to be a "qualifying disposition," ti@der must not sell the stock until two years
after the grant date of the ISO and one year #iteexercise date of the ISO. If one or both o¢hieolding periods are not met, the sale will
be a "disqualifying disposition."

Upon a qualifying disposition, the selling employeconsultant generally will recognize a long-terapital gain equal to the excess, if any,
of the sale price of the shares over the exercise pf the 1ISO. Upon a disqualifying dispositidine selling employee or consultant generally
will recognize (a) ordinary income equal to theess; if any, of the fair market value of the shameshe exercise date over the exercise price
of the ISO, and (b) a capital gain equal of theess¢if any, of the sale price of the shares dwefair market value of the shares on the
exercise date. In the event of a disqualifying dgsfion, the Company may be entitled to a busieapense deduction in the year and to the
extent that ordinary income is recognized by thHingeemployee or consultant.

NSOs

On exercise of an NSO, the optionee will recogoiinary income for federal income tax purposesaétputhe excess, if any, of the then -
market value of the shares of common stock acquived the exercise price of the option. Such exatsswill be subject to employment
taxes if the optionee is an employee. The Compadhy® entitled (subject to the requirement of k@ableness, the provisions of Section 162
(m) of the Tax Code and the satisfaction of certainreporting obligations) to a corresponding bass expense deduction in the year and to
the extent year that ordinary income is recognlagthe employee or consultant on exercise of an NSO

When a holder sells or otherwise disposes of tinencon stock acquired on exercise of an NSO, thangetimployee or consultant will
recognize long-term or short-term capital gainasslequal to the difference, if any, between thegéce and the seller's tax basis in the
shares sold. Generally, the seller's tax basisdrshares would be equal to the sum of the amauidtfpr the shares plus the amount of
ordinary income recognized on exercise of the N&@ether the gain or loss recognized is a long-t@rshort-term capital gain will depend
on whether the seller is deemed to have held theesor more than a year prior to the sale. Thenerally are no federal income tax
consequences to the Company by reason of the fsabenmon stock acquired by an employee or consultpon exercise of an NSO.

CAPITAL GAINS

For dispositions occurring after 1997, long-termita gains will be taxed at a rate of 10% (forqmars in the 15% tax bracket) or 20% (for
other individuals), if the shares were held for etiran one year from the exercise of the optiopit@dosses may generally be used to offset
capital gains
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and are available to offset up to $3,000 or orgifiacome in a given taxable year. Individuals mayrg forward unused capital losses
indefinitely.

DIVIDENDS
Dividends payable on common stock out of earnimgbspofits are ordinary income, taxable at ordinagome tax rates.

The foregoing summarizes the principal United Stételeral income tax consequences to the Compahtoasptionees who are resident in
the United States. The summary is based on therduyprovisions of the Tax Code and the regulattbeseunder and on the Company's
understanding, in consultation with its legal cainef the current administrative practices of limernal Revenue Service. Participants in the
Option Plan have been advised to obtain indeperathiite from their own tax advisors.

REQUIRED VOTE

Approval of the proposed amendment to the 1995kSByation Plan to increase the number of shareswincon stock issuable under such
plan, as described above, requires the affirmdB@R) vote of a majority of the shares presenbhatXnnual Meeting and entitled to vote.
Unless otherwise instructed on the proxy cardptiegy holders will vote the proxies received byrthEOR this proposal. Abstentions will
have the effect of voting against the proposal.

Approval of this proposal also requires approvahef proposed amendment to the Certificate of jmm@tion to increase the authorized
capitalization of Advanced Energy. See PROPOSAL RIO.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" AMEMNENT OF THE 1995 STOCK OPTION PLAN TO INCREASE
THE NUMBER OF SHARES OF COMMON STOCK ISSUABLE UNDERJUCH PLAN FROM 4,625,000 SHARES TO 5,625,000
SHARES.

PROPOSAL NO. 4
AMENDMENT OF 1995 NON-EMPLOYEE DIRECTORS' STOCK OPT ION PLAN

On February 9, 1999, the Board of Directors amertdedirector Plan to increase the number of shafresmmon stock issuable to the non-
employee directors under such plan from 50,000eshi&@r 100,000 shares, subject to approval by trokistlders at the Annual Meeting. A
copy of the Director Plan may be obtained fromRlen Administrator at the Company's corporate effiat 1625 Sharp Point Drive, Fort
Collins, Colorado 80525; telephone number:

970-221-4670.

OVERVIEW

The stated purpose of the Director Plan is to pl®a means by which each non-employee directodehAced Energy can be given an
opportunity to purchase stock of the Company. Thm@any also uses the Director Plan to seek torrétai services of its current non-
employee directors, to secure and retain the s=\0€ new non-employee directors and to provideritiges for such persons to exert
maximum efforts for the success of the Company. Cbmpany believes that the options granted unaebthector Plan are a critical
component of its non-employee directors' compeosath person is a "non-employee director" and,dfae, eligible to participate in the
Director Plan, if he or she is a director of Advaddnergy, but not otherwise an employee of or aiteanst to the Company. Directors of
subsidiaries of Advanced Energy are not eligiblpadicipate in the Director Plan.

As of March 26,1999, 2,500 shares of common steckbeen purchased by non-employee directors uhddditector Plan and options to
purchase an aggregate of 45,000 shares of commckwere outstanding. The Directors' Plan initiallgs adopted in September 1995. At
that time, the
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Board of Directors had five members, two of whickreznon-employee directors. The Board of Directans has eight members, five of
which are non-employee directors. The Board of s expects that it will continue to have at tda® nonemployee directors. In additic
although no increase in the size of the Board oé®ors is planned, the Board of Directors expws if the size of the Board is increased,
any new director positions likely will be filled thi non-employee directors.

The potential benefit to be received from an opt#odependent on increases in the market priceeo€dmmon stock. The ultimate dollar
value of the options that have been or may be gdamtder the Director Plan is not currently asoeatale. On March 23, 1999, the closing
price of the common stock as reported on the Nabl@dipnal Market was $22.875.

CERTAIN INFORMATION REGARDING THE DIRECTOR PLAN
AUTOMATIC GRANTS
Each non-employee director automatically is granteder the Director Plan the following options:
- an option to purchase 7,500 shares of commork sipan first being elected as a non-employee direeind

- an option to purchase an additional 2,500 shafreemmon stock on each anniversary of the paditijpeing elected as a non-employee
director, so long as the director continues tos@w~a non-employee director.

The Company expects that, in 1999, automatic gtansirchase an aggregate of 17,500 shares willdnke to the non-employee directors.
Such expectation assumes that the current diresfbrise re-elected at the Annual Meeting and th@hew non-employee directors will be
elected to the Board of Directors during 1999. Backman would be granted an option to purchased7%&8@res of common stock on the date
of the Annual Meeting, as it will be the first tinteat he is elected as a non-employee directoh Bathe other non-employee directors
(Messrs. Noeth, Spedden, Starek and Zafiropoulajldvibe granted an option to purchase 2,500 sh&msnomon stock on the anniversary of
his being elected as a nemployee director. If the proposed amendment t®ihector Plan is not approved by the stockholderthe Annue
Meeting, the Company will not be able to grant saptions to the non-employee directors, as thelldo@ian insufficient number of shares
authorized to be issued under the plan.

If a change is made to the common stock, the BohRIrectors may make appropriate adjustmentsémtimber of shares subject to the then
outstanding options. The proposed increase in tingber of authorized shares of common stock (seeFRBFEAL NO. 2), however, would n
result in any adjustment in the options outstandinder the Director Plan.

VESTING OF OPTIONS

Options granted upon a person first being electes mon-employee director are immediately vestedexercisable as to 2,500 shares and
become vested and exercisable as to an additigs@0 2hares on each of the second and third asaimeof the grant date, provided that the
director continuously serves as a director, emmayeconsultant of the Company during such timeiddp granted on an anniversary of the
person being elected as a non-employee directblaneisbecome exercisable in full on the third aarsary of the grant date provided that the
director continuously serves as a director, emm@ayeconsultant of the Company during such time.
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EXERCISE OF OPTIONS

Options are granted under the Director Plan at 10D86e fair market value of the common stock satje such options on the grant date.
The Board of Directors uses the closing price efdbmmon stock, as reported on the Nasdaq Natiaeket, on the trading day immediat
preceding the grant date as the fair market valleeocommon stock. The most recent grants of aptimnder the Director Plan were made in
October 1998, at an exercise price of $6.75 paesha

Payment of the exercise price is due in full inhcapon exercise, if the number of shares beinghased is less than 1,000 shares. If the
number of shares being purchased on exercise gbtaon is 1,000 shares or more, the optionee mest & pay the exercise price in cash, by
delivering common stock already owned by the o@®ar by delivering a combination of cash and comstock. Payment of the exercise
price, in full or in part, by delivering common skois subject to certain conditions, including @dig period to avoid a charge to the
Company's reported earnings.

TERM OF OPTIONS

All options granted under the Director Plan havengeof 10 years from their grant date, unless eardirminated. If a non-employee director's
service to the Company terminates, for any rease season, any options held by such person deasgsst as of the service termination ¢
and each such option terminates on the earlidreo$theduled expiration date of the option or tite @vhich is six (6) months after the sen
termination date.

If any of the following events occur, the time chgiwhich outstanding options that were granted uttdeDirector Plan may be exercised
be accelerated, and such options will terminatwifexercised prior to the event:

- a merger or consolidation in which Advanced Egéasgnot the surviving corporation

- a reverse merger in which Advanced Energy isstheiving corporation but the common stock outstaggbrior to the merger is converted
by virtue of the merger into other property

- any other capital reorganization in which morantb0% of the common stock is exchanged for othapayty
NON-TRANSFERABILITY

All options granted under the Director Plan are-transferable except by will or the laws of desaamd distribution or pursuant to a qualified
domestic relations order.

AMENDMENTS TO THE DIRECTOR PLAN

The Board of Directors may amend the Director Plam time to time. Amendments to the Director Plalating to the amount, price or
timing of grants may not be made more than onceyesig months, unless such amendments are madmtpart with changes in the Tax
Code, the Employee Retirement Income Security A@9d4 or the regulations under such statutes.kBtider approval of amendments to
the Director Plan is not required, except in thofeing circumstances:

- the amendment increases the number of shares wiay be issued under the Director Plan;
- stockholder approval is required by applicable ta the rules of the Nasdaq National Market; or

- stockholder approval is required in order fonsactions under the Director Plan to qualify urfdele 16b-3 under the Securities Exchange
Act of 1934
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UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS.
Options granted under the Director Plan are nomstat stock options. The Director Plan is not sabte any provisions of ERISA.

There are no federal income tax consequences ¢o-gmployee director or the Company by reasonefjtiant of a non-statutory stock
option.

Upon exercise of an option, the exercising non-eyg® director will recognize ordinary income fodéeal income tax purposes equal to the
excess, if any, of the then fair market value efshares of common stock acquired over the exepcise of the option. Taxes on self-
employment income also may apply to the exercismg-employee director. The Company will be entiflgabject to the requirement of
reasonableness and the satisfaction of certairefaoeting obligations) to a corresponding busiregense deduction in the year and to the
extent that ordinary income is recognized by the-employee director on exercise of an option.

Dividends payable on the common stock out of egsand profits are ordinary income, taxable atmandi income tax rates.

When a non-employee director sells common stockieed) on exercise of an option granted under thheddor Plan, the selling noemploye:
director will recognize long-term or short-term tapgain or loss equal to the difference, if abgtween the sale price and the non-employee
director's tax basis in the shares sold. Generéiéynon-employee director's tax basis in the shaild be equal to the sum of the amount
paid for the shares plus the amount of ordinargnne recognized on exercise of the option. Whetinegain or loss recognized is a loiegm

or short-term capital gain will depend on whettrer hon-employee director is deemed to have heldtihges for more than a year prior to the
sale. For dispositions occurring after 1997, loagrt capital gains will be taxed at a rate of 1086 ffersons in the 15% tax bracket) or 20%
(for other individuals), if the shares were heldrfwore than one year from the exercise of the apt@apital losses may generally be used to
offset capital gains and are available to offsetau$$3,000 or ordinary income in a given taxablaryéndividuals may carry forward unused
capital losses indefinitely. There generally ardaderal income tax consequences to the Compamgdspon of a non-employee director's sale
of common stock.

If the time during which outstanding options unttex Director Plan may be exercised is acceleradedulse of a merger, consolidation or
other capital reorganization and if the non-empéoglzector is deemed to have received a "paragrayment” within the meaning of section
280G of the Tax Code, the Company will not be abldeduct any amounts that are "excess parachyteqras” within the meaning of such
Tax Code section.

The foregoing summarizes the principal United Stételeral income tax consequences to the Compahtoamonemployee directors who ¢
resident in the United States. The summary is basdtie current provisions of the Tax Code anddgelations thereunder and on the
Company's understanding, in consultation withatgal counsel, of the current administrative prastiof the Internal Revenue Service. Non-
employee directors have been advised to obtaimpemttent advice from their own tax advisors.

REQUIRED VOTE

Approval of the proposed amendment to the 1995 Eimployee Directors Stock Option Plan to increasebmber of shares of common
stock issuable under such plan, as described abeyaires the affirmative (FOR) vote of a majonfythe shares present at the Annual
Meeting and entitled to vote. Unless otherwiserirded on the proxy card, the proxy holders willesthe proxies received by them FOR this
proposal. Abstentions will have the effect of vgtagainst the proposal.
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THE BOARD OF DIRECTORS OF THE COMPANY RECOMMENDSVOTE "FOR" AMENDMENT OF THE 1995 NON-EMPLOYEE
DIRECTORS' STOCK OPTION PLAN TO INCREASE THE NUMBEBF SHARES OF COMMON STOCK ISSUABLE THEREUNDER
FROM 50,000 SHARES TO 100,000 SHARES.

PROPOSAL NO. 5
APPROVAL OF STOCK OPTIONS RECEIVED BY FORMER RF POW ER PRODUCTS DIRECTORS

BACKGROUND OF OPTIONS

The Company acquired RF Power Products in Octo®@8 by issuing Advanced Energy common stock tg#rsons who at the time were
RF Power Products shareholders. The number of slsf®E common stock issuable in exchange for saelne of RF Power Products
common stock was determined by dividing 4 milligntbe number of shares of RF Power Products constamk outstanding at the time of
the acquisition.

In connection with the acquisition, the Companyuassd the outstanding options to purchase RF PoregiuBts common stock then held by
such company's employees, officers and directarsh $ptions were then converted into options tauaeqcommon stock of Advanced
Energy. Among the options assumed and converted amions that had been granted under the RF PRrmoeiucts, Inc. 1993 NoBmployee
Directors Stock Option Plan to two RF Power Progldiitectors who became directors of Advanced Enégbgyald M. Starek and Arthur W.
Zafiropoulo. Mr. Starek had been a director of RwEr Products since 1994, and Mr. Zafiropoulo he€inba director of RF Power Products
since 1992.

Under the rules of the Nasdaq National Market, Me<sStarek's and Zafiropoulo's converted optiorssabject to approval by the
stockholders of Advanced Energy to the extent guregate number of shares that may be purchaseresaise of such options exceeds
25,000 shares of Advanced Energy common stockot¢kbolder approval is not obtained at the Annuaklihg, Mr. Starek's and
Zafiropoulo's Advanced Energy options will be cdlezkto the extent of such excess.

The Company believes that it would be unfair to 8tesStarek and Zafiropoulo to cancel any portibtheir converted options, because such
action would have the effect of treating them fas®rably than all of the other former RF PowerdRicts option holders. Further, the Board
of Directors does not have the discretion to ghantStarek or Zafiropoulo any additional AdvanceukEgy options or other benefits in the
event such options are cancelled. Stockholder appi® required for Messrs. Starek's and Zafiropaubptions because they became dire

of Advanced Energy following the acquisition, whitie Company believes was an advantageous resthi¢ afcquisition.
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CERTAIN INFORMATION REGARDING THE OPTIONS
MATERIAL TERMS OF CONVERTED OPTIONS

Messrs. Starek's and Zafiropoulo's RF Power Predymtiions were converted into the following optidtmgurchase Advanced Energy
common stock:

SHARES
OPTION SUBJECT TO EXERCISE PR ICE ORIGINAL
NAME SHARES (# APPROVAL (#) PER SHARE ($) GRANT DATE
Gerald M. Star€K.........ccovevveriiieiiiennnnn. 4,929 0 8.7 6 11/94
4,929 0 8.7 6 11/95
1,643 974 11.0 5 11/96
1,643 1,643 15.0 3 11/97
Arthur W. Zafiropoulo...........cccccevvvveennnen. 4,929 0 0.6 7 11/93
4,929 0 8.7 6 11/94
4,929 314 8.7 6 11/95
1,643 1,643 11.0 5 11/96
1,643 1,643 15.0 3 11/97

Each of the RF Power Products options originalpnggd to Messrs. Starek and Zafiropoulo was graattéloe fair market value of the
underlying RF Power Products common stock on thetgtate and became fully vested and exercisablaaiths after the grant date. When
such options were converted into options to purelfed/anced Energy common stock, the Company di¢imatge the vesting schedule. The
exercise price of and number of shares subjeci¢h eption were converted based on the same forapgllicable to the exchange of RF
Power Products common stock for Advanced Energyncomstock to effect the acquisition.

The potential benefit to be received by Messrs.eBtand Zafiropoulo from these options is dependernincreases in the market price of the
common stock. The ultimate dollar value of thesions is not currently ascertainable. On March1Z®9, the closing price of the common
stock as reported on the Nasdaq National Market$2as875.

Each option will expire on the first of the followg to occur:
- the tenth anniversary of its original grant date

- the date that is three months following the dlageoption holder's service as a non-employee tired Advanced Energy terminates for any
reason other than death or disability

- the date that is one year following the datedpion holder's service as a nemployee director of Advanced Energy terminatesaagon ¢
death or disability

In the event of a "change in control" of AdvancetH)y, the Board of Directors may take whateveioadt deems necessary or desirable
with respect to Messrs. Starek's and Zafiropowpt®ns, including accelerating the expirationerntination date of such options. A "change
in control" may be deemed to occur upon the follaygvents:

- approval by the Board of Directors or the stodibos, if required, of a plan to dissolve or ligatie the Company

- approval by the Board of Directors or the stodikos, if required, of a definitive agreement teptise of substantially all of the Company's
assets

- approval by the Board of Directors or the stod&kos, if required, and by any other constituempocation of a definitive agreement to
merge or consolidate Advanced Energy with or ineddther corporation, subject to certain exceptions
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- acquisition by an entity, person or group (otifran the Company or Douglas S. Schatz) of more 1884 of the outstanding shares of
Advanced Energy common stock

EXERCISE OF OPTIONS

To exercise the foregoing options, Mr. Starek dirdpoulo, as the case may be, must deliver tddbmpany notice of his intent to purchase
shares of common stock together with payment inofthe exercise price for such shares. Paymetii@éxercise price must be made in ¢
or by certified or cashier's check, unless the BadmDirectors approves of a different mode of paptmsuch as delivery of shares of
Advanced Energy common stock already owned by tkecesing option holder.

NON-TRANSFERABILITY

Messrs. Starek's and Zafiropoulo's options aretranmsferable except by will or the laws of des@amd distribution or pursuant to a qualified
domestic relations order.

AMENDMENTS TO THE OPTIONS

The Board of Directors may amend Messrs. StarekiZafiropoulo's options, provided that the apgdleaoption holder approves of the
amendment. Stockholder approval will not be reglfe any such amendment, unless such approvagjisinred by applicable law or the rules
of the Nasdaq National Market.

UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS.
Messrs. Starek's and Zafiropoulo's options aretatutsry stock options and are not subject to aoyipions of ERISA.

There were no federal income tax consequence®tGaompany or Messrs. Starek and Zafiropoulo byoreas$ the conversion of RF Power
Products options into Advanced Energy options.

Upon exercise of an Advanced Energy option, theasieg option holder will recognize ordinary incerfor federal income tax purposes
equal to the excess, if any, of the then fair mavikdéue of the shares of common stock acquired theeexercise price of the option. Taxes on
self-employment income also may apply to the exergioption holder. The Company will be entitled

(subject to the requirement of reasonablenesqrthasions of Section 162(m)

of the Tax Code and the satisfaction of certainrggoorting obligations) to a corresponding busireeggense deduction in the year and to the
extent year that ordinary income is recognized oy $4arek or Zafiropoulo on exercise of an option.

Dividends payable on the common stock out of egsand profits are ordinary income, taxable atrandi income tax rates.

When Mr. Starek or Zafiropoulo sells common stocijuared on exercise of an option, he will recognareg-term or short-term capital gain
or loss equal to the difference, if any, betweendale price and his tax basis in the shares @aderally, his tax basis in the shares would be
equal to the sum of the amount paid for the shgltesthe amount of ordinary income recognized @r@se of the option. Whether the gain
or loss recognized is a long-term or short-ternitahgain will depend on whether he is deemed teeteeld the shares for more than a year
prior to the sale. Long-term capital gains willtaged at a rate of 10% (for persons in the 15%btakket) or 20% (for other individuals), if
the shares were held for more than one year frenexiercise of the option. Capital losses may gdgdra used to offset capital gains and are
available to offset up to $3,000 or ordinary incame given taxable year. Individuals may carryfard unused capital losses indefinitely.
There generally will be no federal income tax copsmces to the Company by reason of Mr. StarelZafiropoulo’s sale of common stock.
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If the time during which Mr. Starek's or Zafiropold options may be exercised is accelerated becdiasehange in control and if either or
both of them are deemed to have received a "par@gayment” within the meaning of section 280Ghef Tax Code, the Company will not
be able to deduct any amounts that are "excesshpaeapayments"” within the meaning of such Tax Csmigion.

The foregoing summarizes the principal United Stételeral income tax consequences to the Compahtodvlessrs. Starek and Zafiropot
The summary is based on the current provisionkefTax Code and the regulations thereunder andeo€bmpany's understanding, in
consultation with its legal counsel, of the curradininistrative practices of the Internal Reveneges/iBe. Mr. Starek and Zafiropoulo have
been advised to obtain independent advice fronn tven tax advisors.

REQUIRED VOTE

Approval of the portion of Messrs. Starek's andrdabulo's options that are subject to stockholmaroval requires the affirmative (FOR)
vote of a majority of the shares present at theuahiMeeting and entitled to vote. Unless otheninstructed on the proxy card, the proxy
holders will vote the proxies received by them FBR proposal. Abstentions will have the effectofing against the proposal.

THE BOARD OF DIRECTORS OF THE COMPANY RECOMMENDS A VOTE "FOR" APPROVAL OF
MESSRS. STAREK'S AND ZAFIROPOULO'S STOCK OPTIONS.

PROPOSAL NO. 6
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

Arthur Andersen LLP has been the Company's indegr@raliditors since 1994. On February 9, 1999, thedBof Directors approved of the
continued appointment of Arthur Andersen LLP foB9If the stockholders fail to ratify the appoirm of Arthur Andersen LLP, the Board
of Directors will reconsider its selection.

Audit services of Arthur Andersen LLP during 1988luded the examination of the consolidated finalnstatements of the Company and
services related to filings with the Securities &xdhange Commission and other regulatory bodies.

The Audit Committee of the Company intends to nvétt Arthur Andersen LLP in 1999 on a quarterlynoore frequent basis. At such tim
the Audit Committee will review the services penfad by Arthur Andersen LLP, as well as the feesgdtafor such services.

A representative of Arthur Andersen LLP is expedtete present at the Annual Meeting and will harepportunity to make a statement if
he or she so desires. The representative alsgpéected to be available to respond to appropriagstipns form the stockholders.

REQUIRED VOTE

Ratification of the appointment of Arthur AnderddrP as the independent auditors for the Company 889 requires the affirmative (FOR)
vote of a majority of the shares present at theuahiMeeting and entitled to vote. Unless othenimstructed on the proxy card, the proxy
holders will vote the proxies received by them FBR proposal. Abstentions will have the effectofing against the proposal.

THE BOARD OF DIRECTORS OF THE COMPANY RECOMMENDS A VOTE "FOR" RATIFICATION
OF ARTHUR ANDERSEN LLP AS INDEPENDENT AUDITORS FOR THE COMPANY FOR 1999.
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PROPOSALS OF STOCKHOLDERS

Proposals that stockholders desire to have inclirdéte Company's proxy materials for the 1999 AairMieeting of Stockholders of the
Company must be received by the Secretary of thepgaay at its principal office (1625 Sharp PointvetiFort Collins, Colorado 80525) no
later than December 2, 1999 in order to be cons@l®r inclusion in such proxy materials.

FORM 10-K

A copy of the Company's 1998 Annual Report on FafsK will be available without charge upon requestinvestor Relations, Advanced
Energy Industries, Inc. 1625 Sharp Point Drive t&wllins, Colorado 80525.

OTHER MATTERS

It is important that your stock be representedhatrheeting, regardless of the number of sharedwjia hold. You are, therefore, urged to
execute and return, at your earliest conveniemesatcompanying proxy card in the envelope whichtfeen enclosed or to deliver your
proxy by telephone or through the Internet. Ingtamns as to how to deliver your proxy are includethis proxy statement under the caption
"Delivery and Revocability of Proxies" on page 2iam the proxy card.

THE BOARD OF DIRECTORS
Dated: April 1, 1999
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ADVANCED ENERGY INDUSTRIES, INC.

1995 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN
ADOPTED ON SEPTEMBER 20, 1995,
AS AMENDED ON FEBRUARY 9, 1999

1. PURPOSE.

(a) The purpose of the 1995 N&mployee Directors' Stock Option Plan, as amentted"Plan") is to provide a means by which eachadm
of Advanced Energy Industries, Inc. (the "Compamtp is not otherwise an employee of or consultanthe Company or of any Affiliate of
the Company (a "Non-Employee Director") will be givan opportunity to purchase stock of the Company.

(b) The word "Affiliate" as used in the Plan meany parent corporation or subsidiary corporatiothefCompany as those terms are defined
in Sections 424(e) and (f), respectively, of theelnal Revenue Code of 1986, as amended from ortime (the "Code").

(c) The Company, by means of the Plan, seeks anrtiie services of persons now serving as Non-&yegl Directors of the Company, to
secure and retain the services of persons capabérang in such capacity, and to provide inceggifor such persons to exert maximum
efforts for the success of the Company.

2. ADMINISTRATION.

(&) The Plan shall be administered by the Boardimdctors of the Company (the "Board") unless antil the Board delegates administration
to a committee, as provided in subparagraph 2(b).

(b) The Board may delegate administration of tr@nRb a committee composed of not fewer than twan@mbers of the Board (the
"Committee"). If administration is delegated to en@nittee, the Committee shall have, in connectiith the administration of the Plan, the
powers theretofore possessed by the Board, subjgegver, to such resolutions,



inconsistent with the provisions of the Plan, ay i@ adopted from time to time by the Board. Thamanay abolish the Committee at any
time and revest in the Board the administratiothefPlan.

3. SHARES SUBJECT TO THE PLAN.

(a) Subject to the provisions of paragraph 10 irgatb adjustments upon changes in stock, the dtaatkmay be sold pursuant to options
granted under the Plan shall not exceed in theeggge One Hundred Thousand (100,000) shares @dhmany's common stock. If any
option granted under the Plan shall for any reasquire or otherwise terminate without having beeereised in full, the stock not purchased
under such option shall again become availabl¢hiPlan.

(b) The stock subject to the Plan may be unisshatkes or reacquired shares, bought on the marlkatherwise.
4. ELIGIBILITY.

Options shall be granted only to Non-Employee Doecof the Company.

5. NON-DISCRETIONARY GRANTS.

(a) Each person who, on September 20, 1995, isaByaployee Director automatically shall be gramdaedhat date an option to purchase
Seven Thousand Five Hundred (7,500) shares of canstock of the Company (an "Initial Grant") on teems and conditions set forth
herein.

(b) Each person who, after September 20, 199%dtesl for the first time to be a Nd&mployee Director automatically shall, upon theedai
his or her initial election to be a Non-Employeedator by the Board or stockholders of the Compaegeive an Initial Grant on the terms
and conditions set forth herein.

(c) Each Non-Employee Director automatically shallgranted, on the first and each subsequent asaiyeof his or her Initial Grant, an
option to purchase Two Thousand Five Hundred (2,5SB@res of common stock of the Company (an "An@uaht") on the terms and
conditions set forth herein.
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6. OPTION PROVISIONS.
Each option shall be subject to the following teamsl conditions:

(&) The term of each option commences on the t&erianted and, unless sooner terminated asrhttierein, expires on the date
("Expiration Date") ten (10) years from the dateydnt. If the optionee's service as director opleyee of or consultant to the Company or
any Affiliate of the Company terminates for anysea or for no reason, the option shall terminat¢herearlier of the Expiration Date or the
date six (6) months following the date of terminatof service. In any and all circumstances, aaphay be exercised following
termination of the optionee's service as a diregt@mployee of or consultant to the Company orAffifiate of the Company only as to that
number of shares as to which it was exercisabklaemate of termination of such service under tio@ipions of subparagraph 6(e).

(b) The exercise price of each option shall betomedred percent (100%) of the fair market valuthefstock subject to such option on the
date such option is granted.

(c) Payment of the exercise price of each optiatuis in full in cash upon any exercise when the memof shares being purchased upon such
exercise is less than 1,000 shares; but when timbauof shares being purchased upon an exercis@d® or more shares, the optionee may
elect to make payment of the exercise price underas the following alternatives:

(i) Payment of the exercise price per share in eashe time of exercise; or

(i) Provided that at the time of the exercise @@npany's common stock is publicly traded and queoggularly in the Wall Street Journal,
payment by delivery of shares of common stock efGlompany already owned by the optionee, heldh®iperiod required to avoid a charge
to the Company's reported earnings, and ownedafideclear of any liens, claims, encumbrances arrggénterest, which common stock
shall be valued at its fair market value on thegaeceding the date of exercise; or

(iif) Payment by a combination of the methods ofrpant specified in subparagraph 6(c)(i) and 6(catiove.
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Notwithstanding the foregoing, this option may bereised pursuant to a program developed under|R&gu T as promulgated by tl
Federal Reserve Board which results in the re@dipash (or check) by the Company prior to theasse of shares of the Company's
common stock.

(d) An option shall not be transferable except Iy av by the laws of descent and distribution pairsuant to a domestic relations order
satisfying the requirements of Rule 18lunder the Securities Exchange Act of 1934, asdet (the "DRO"), and shall be exercisable du
the lifetime of the person to whom the option iarged only by such person or by his or her guardidagal representative or transferee
pursuant to a DRO. The person to whom the Optigmdated may, by delivering written notice to thenipany, in a form satisfactory to the
Company, designate a third party who, in the evéttie death of the Optionee, shall thereafterriiled to exercise the Option.

(e) Upon an Initial Grant, one-third of the Optig500 shares) shall be fully vested and exeraisdh each of the second and third
anniversaries of an Initial Grant, an additionag-dhird of the Option (2,500 shares) shall becoutlg f/ested and exercisable, provided that
the optionee has, during the entire period prisuch vesting date, continuously served as a directemployee of or consultant to the
Company or any Affiliate of the Company. The Optiepresenting an Annual Grant shall become fullsteg and exercisable on the third
anniversary of the Annual Grant, provided thatdpb&onee has, during the entire period prior tchsugsting date, continuously served as a
director or employee of or consultant to the Conypamany Affiliate of the Company.

(f) The Company may require any optionee, or amggeto whom an option is transferred under sulgvapd 6(d), as a condition of
exercising any such option: (i) to give writtenwassces satisfactory to the Company as to the mgtis knowledge and experience in
financial and business matters; and

(i) to give written assurances satisfactory to @mmpany stating that such person is acquiringtbek subject to the option for such person's
own account and not with any present intentionedifrey or otherwise distributing the stock. These
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requirements, and any assurances given pursuaatkorequirements, shall be inoperative if (i)idgiance of the shares upon the exercise of
the option has been registered under a then-cly+effiective registration statement under the SigeisrAct of 1933, as amended (the
"Securities Act"), or (ii), as to any particulaquerement, a determination is made by counselferGompany that such requirement need not
be met in the circumstances under the then-appdicazurities laws.

(9) Notwithstanding anything to the contrary congal herein, an option may not be exercised unkesshares issuable upon exercise of such
option are then registered under the SecuritiesoAdt such shares are not then so registeredCtmpany has determined that such exercise
and issuance would be exempt from the registraggnirements of the Securities Act.

7. COVENANTS OF THE COMPANY.

(a) During the terms of the options granted unterRlan, the Company shall keep available atrattsithe number of shares of stock requ
to satisfy such options.

(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 uporcisesof the options granted under the Plan; PRBDDHOWEVER, that this undertaking
shall not require the Company to register undeiStbeurities Act either the Plan, any option granteder the Plan, or any stock issued or
issuable pursuant to any such option. If, aftesoeable efforts, the Company is unable to obtaimfany such regulatory commission or
agency the authority which counsel for the Compad@gms necessary for the lawful issuance and sal@cdi under the Plan, the Company
shall be relieved from any liability for failure tssue and sell stock upon exercise of such options

8. USE OF PROCEEDS FROM STOCK.
Proceeds from the sale of stock pursuant to optijoasted under the Plan shall constitute generalwf the Company.
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9. MISCELLANEOQOUS.

(a) Neither an optionee nor any person to whompdiow is transferred under subparagraph 6(d) sleatieemed to be the holder of, or to |
any of the rights of a holder with respect to, ahgres subject to such option unless and until pacson has satisfied all requirements for
exercise of the option pursuant to its terms.

(b) Throughout the term of any option granted parguo the Plan, the Company shall make availabthd holder of such option, not later
than one hundred twenty (120) days after the adésach of the Company's fiscal years during theoogerm, upon request, such financial
and other information regarding the Company as c@ap the annual report to the stockholders ofdbmpany provided for in the Bylaws
the Company and such other information regardiegdbmpany as the holder of such option may reaspnadpest.

(c) Nothing in the Plan or in any instrument exedupursuant thereto shall confer upon any Non-Eyg@director any right to continue in
the service of the Company or any Affiliate or $ladflect any right of the Company, its Board orcétioolders or any Affiliate to terminate the
service of any Non-Employee Director with or withcause.

(d) No Non-Employee Director, individually or asreember of a group, and no beneficiary or othergrecsaiming under or through him or
her, shall have any right, title or interest inf@any option reserved for the purposes of the Blaept as to such shares of common stock, if
any, as shall have been reserved for him or hesuyaunt to an option granted to him or her.

(e) In connection with each option made pursuathédPlan, it shall be a condition precedent toGbenpany's obligation to issue or transfer
shares to a Non-Employee Director, or to evidehea¢moval of any restrictions on transfer, thahsNon-Employee Director make
arrangements satisfactory to the Company to inatethe amount of any federal or other withholdiag required to be withheld with resp
to such sale or transfer, or such removal or lagseade available to the Company for timely paytoérsuch tax.
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(f) As used in this Plan, fair market value measspf any date, the value of the common stockefXbmpany determined as follows:

(i) If the common stock is listed on any establalstock exchange or a national market system, dimoduwithout limitation the Nasdaq
National Market, the Fair Market Value of a shafea@mmon stock shall be the closing sales pricestmh stock (or the closing bid, if |
sales were reported) as quoted on such systentbaege (or the exchange with the greatest voluntieding in common stock) on the last
market trading day prior to the day of determimatias reported in the Wall Street Journal or subbressource as the Board deems reliable;

(i) If the common stock is quoted on The NasdaBBap Market or is regularly quoted by a recogdigecurities dealer but selling prices
are not reported, the Fair Market Value of a sloiimdmmon stock shall be the mean between therndaaked prices for the common stock
on the last market trading day prior to the dagetermination, as reported in the Wall Street Jaluon such other source as the Board deems
reliable;

(iii) In the absence of an established markettieraommon stock, the Fair Market Value shall bemteined in good faith by the Board.
10. ADJUSTMENTS UPON CHANGES IN STOCK.

() If any change is made in the stock subjedi¢dRlan, or subject to any option granted undePthre (through merger, consolidation,
reorganization, recapitalization, stock dividenidjdend in property other than cash, stock spghjyidating dividend, combination of shares,
exchange of shares, change in corporate structwtherwise), the Plan and outstanding optionslvélappropriately adjusted in the class(es)
and maximum number of shares subject to the Pldrtanclass(es) and number of shares and pricehpee of stock subject to outstanding
options.

(b) In the event of: (1) a merger or consolidaiiomvhich the Company is not the surviving corparafi(2) a reverse merger in which the
Company is the surviving corporation but the shafdbe Company's common stock outstanding immeljigareceding the merger are
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converted by virtue of the merger into other propexhether in the form of securities, cash or othge; or (3) any other capital
reorganization in which more than fifty percent¥&0of the shares of the Company entitled to voéeexichanged, the time during which
options outstanding under the Plan may be exeraiali be accelerated and the options terminatedtieéxercised prior to such event.

11. AMENDMENT OF THE PLAN.

(a) The Board at any time, and from time to timeyramend the Plan, PROVIDED, HOWEVER, that the Badrall not amend the plan
more than once every six (6) months, with respetiié provisions of the Plan which relate to theant, price and timing of grants, other
than to comport with changes in the Code, the Eygadretirement Income Security Act, or the rulesd@hnder. Except as provided in
paragraph 10 relating to adjustments upon chamge®tk, no amendment shall be effective unlessoapp by the stockholders of the
Company within twelve (12) months before or aftex adoption of the amendment, where the amendmiént w

() Increase the number of shares which may beeésmder the Plan;

(i) Modify the requirements as to eligibility f@articipation in the Plan (to the extent such miodifon requires stockholder approval in or
for the Plan to comply with the requirements of &kubb-3); or

(iii) Modify the Plan in any other way if such mdidation requires stockholder approval in ordertfue Plan to comply with the requirements
of Rule 16b-3.

(b) Rights and obligations under any option graftefibre any amendment of the Plan shall not beealter impaired by such amendment
unless
(i) the Company requests the consent of the pamsaitom the option was granted and (ii) such pecsmsents in writing.

12. TERMINATION OR SUSPENSION OF THE PLAN.

(a) The Board may suspend or terminate the Planyatime. Unless sooner terminated, the Plan sdrallinate on September 20, 2005. No
options may be granted under the Plan while the Blauspended or after it is terminated.
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(b) Rights and obligations under any option grantéde the Plan is in effect shall not be alterednopaired by suspension or termination of
the Plan, except with the consent of the persavhiom the option was granted.

(c) The Plan shall terminate upon the occurrenangfof the events described in Section 10(b) above
13. EFFECTIVE DATE OF PLAN; CONDITIONS OF EXERCISE.

(a) The Plan shall become effective upon adoptiothb Board of Directors, subject to the conditsaibsequent that the Plan is approved by
the stockholders of the Company.

(b) No option granted under the Plan shall be égedcor exercisable unless and until the conditosubparagraph 13(a) above has been
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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 AND FEBRUARY 9, 1999

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 Employe&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@utie Plan shall, in the discretion of the Boardroy 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 attiime of grant, and in such form as
issued pursuant to Section 6, and a separateicadifor certificates will be issued for shareschased on exercise of each type of Option.

2. DEFINITIONS.

(a) "AFFILIATE" means any parent corporation or sidiary 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
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(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 thatetime "Consultant” shall not include Directors wdre paid only a director's fee by the
Company or who are not compensated by the Comparthédir 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 discretion, may determine whetBontinuous Status as an Employee,
Director or Consultant shall be considered inteiedpn the case of: (i) any leave of absence apguatddy the Board, including sick leave,
military leave, or any other personal leave; ort(ansfers between locations of the Company onéeh the Company, Affiliates or their
SuUCCessors.

(h) "COVERED EMPLOYEE" means the Chief Executivei€dr and the four
(4) other highest compensated officers of the Campa

() "DIRECTOR" means a member of the Board.

()) "DISINTERESTED PERSON" means a Director whdeit (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 anysdadffiliates entitling the participants
therein to acquire equity securities of the Compangny of its affiliates except as permitted byeRL6b-3(c)(2)(i); or (ii) is otherwise
considered to be a "disinterested person” in aecmwa with Rule 16b-3(c)(2)(i), or any other apiearules, regulations or interpretations of
the Securities and Exchange Commission.

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

() "EXCHANGE ACT" means the Securities Exchangd 8£1934, as amended.
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(m) "FAIR MARKET VALUE" means the value of the conam 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 intexato 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@ithe 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 eittfgris 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
corporation receiving compensation for prior seggi¢other than benefits under a tax qualified manplan), was not an officer of the
Company or an affiliated corporation at any timag & not currently receiving compensation for paes services in any capacity other than
as a Director, or (ii) is otherwise considered antSide director” for purposes of Section 162(mfhef Code.

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

(v) "RULE 16b-3" means Rule 16b-3 of the Exchan@e @t any successor to Rule 16b-3, as in effectwdigcretion is being exercised with
respect to the Plan.
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3. ADMINISTRATION.

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

(b) The Board shall have the power, subject to,waitldin 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 @pfievhen and how each Option shall be
granted; whether an Option will be an IncentivecBt®@ption or a Nonstatutory Stock Option; the psasis 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 ffogver, 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 fiidgtare.

(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 discretioneoBtrard, 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 Commifteedject, 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 Adt nmtwithstanding anything to the contrary corgdin
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herein, the Board may delegate administration @flan to any person or persons and the term "Cteehishall apply to any person or
persons to whom such authority has been delegdtedithstanding anything in this Section 3 to tlomtrary, the Board or the Committee
may delegate to a committee of one or more mendfdh®e Board the authority to grant Options to iblig persons who (1) are not then
subject to Section 16 of the Exchange Act and/or

(2) are either (i) not then Covered Employees ardat expected to be Covered Employees at thedfmecognition of income resulting
from such Option, or (ii) not persons with respecivhom the Company wishes to comply with Secti6g(in) of 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 Cortiee expressly declares that such
requirement shall not apply. Any Disinterested Bershall otherwise comply with the requirementfafe 16b-3.

4. SHARES SUBJECT TO THE PLAN.

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

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

(&) Incentive Stock Options may be granted onligitployees. Nonstatutory Stock Options may be gcaobdy to Employees, Directors or
Consultants.
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(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 comylty the requirements of Rule 16b-3.
This subsection 5(b) shall not apply (i) prior be tdate of the first registration of an equity ségwof the Company under Section 12 of the
Exchange Act, or (i) if the Board or Committee eegsly declares that it shall not apply.

(c) No person shall be eligible for the grant ofption if, at the time of grant, such person oferss deemed to own pursuant to Section 424
(d) of the Code) stock possessing more than tezepe(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 thegte of grant.

(d) Subject to the provisions of Section 10 relgatio adjustments upon changes in stock, no petsalhtse eligible to be granted Options
covering more than three hundred thousand (300.§it8es of the Company's common stock in any cateyehr.

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:

(a) TERM. No Option shall be exercisable afterekpiration of ten
(10) years from the date it was granted.



(b) PRICE. The exercise price of each IncentivelStption shall be not less than one hundred pe(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 Vahfethe stock subject to the Option on the dateQp#on is granted.

(c) CONSIDERATION. The purchase price of stock aegipursuant 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 discretiortted 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 ggdror to whom the Option is transferred pursuarstbsection 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 lasfslescent 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 pursti@uat 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
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the Company, designate a third party who, in thenewf the death of the Optionee, shall there&iteentitled to exercise the Option.

(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 geothiat from time to time during each of such ithstant periods, the Option may
become exercisable ("vest") with respect to somalaf the shares allotted to that period, and fagxercised with respect to some or all of
the shares allotted to such period and/or any peoiod as to which the Option became vested batnveafully exercised. The Option may be
subject to such other terms and conditions onithe or times when it may be exercised (which map&sed on performance or other crite

as the Board may deem appropriate. The vestinggioos of individual Options may vary but in ea@se will provide for vesting of at least
twenty percent (20%) per year of the total numbeshares subject to the Option. The provisionshf $ubsection 6(e) are subject to any
Option provisions governing the minimum numberludres as to which an Option may be exercised.

(f) SECURITIES LAW COMPLIANCE. The Company may régqany 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 businestsers 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 tinekssubject to the Option for such person's owsoant and not with any present intention
of selling or otherwise distributing the stock. Theegoing requirements, and any assurances givesugnt 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
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of 1933, as amended (the "Securities Act"), orgd)to any particular requirement, a determinasanade by counsel for the Company that
such requirement need not be met in the circumstanoder the then applicable securities laws. Tdrapgany may, upon advice of counsel to
the Company, place legends on stock certificatged under the Plan as such counsel deems necessaguyropriate in order to comply with
applicable securities laws, including, but not tiedi to, legends restricting the transfer of thelsto

(g) TERMINATION OF EMPLOYMENT OR RELATIONSHIP AS MIRECTOR OR CONSULTANT. In the event an Optionee's
Continuous Status as an Employee, Director or Atarguterminates (other than upon the Optioneeisider 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, wliicho event shall be less than thirty (30) dapectfied 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, Directoioas@tant terminates as a result
of the Optionee's disability, the Optionee may eiser his or her Option (to the extent that the @ue 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 shalléss than six (6) months, specified in the Opfigreement), or (ii) the expiration of the
term of the Option as set forth in the Option Agneat. If, at the date of termination, the Optioigerot entitled to exercise his or her entire
Option, the shares covered by the unexercisabléopaf the Option shall revert to and again bec@awailable for issuance under the Plan
after termination,
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the Optionee does not exercise his or her Optidhimvthe time specified herein, the Option shaiii@ate, and the shares covered by such
Option shall revert to and again become availatréssuance 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) byOhonee's estate, by a person who acquired ghe 1o 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 nof;lude 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 iurchase price to be equal to the
original purchase price of the stock, or to anyeottestriction the Board determines to be approgrAROVIDED, HOWEVER, that (i) the
right to repurchase at the original purchase ied| lapse at a minimum rate of twenty percen¥gpper year over five (5) years from the
date the Option was granted, and (ii) such rightldie exercisable only within (A) the ninety (38y period following the termination of
employment or
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the relationship as a Director or Consultant, grgch longer period as may be agreed to by thep@agnand the Optionee (for example, for
purposes of satisfying the requirements of Secd(c)(3) of the Code (regarding "qualified snimiliness 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 Compaiyezpgl to the difference between the original pase price and the stock's Fair Market
Value if the original purchase price is less tHamdgtock's Fair Market Value.

(k) WITHHOLDING. To the extent provided by the tesraf an Option Agreement, the Optionee may saéisfyfederal, 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 sto@retke issuable to the participant as a
result of the exercise of the Option; or (3) defing to the Company owned and unencumbered shathe common stock of the Company.

7. COVENANTS OF THE COMPANY.

(a) During the terms of the Options, the Comparglldteep available at all times the number of shafestock required to satisfy such
Options.

(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 uporcisesof the Options; PROVIDED, HOWEVER, that thisdertaking shall not require the
Company to register under the Securities Act eitherPlan, any Option or any stock issued or idsyalirsuant to any such Option. If, after
reasonable efforts, the Company is unable to olfitam any such regulatory commission or agencyathtbority which counsel for the
Company deems necessary for the lawful issuancsaadf stock under the Plan, the Company shakleved from any liability for failure
to issue and sell stock upon exercise of such @ptimless and until such authority is obtained.
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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) shatléemed 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 tecess to equivalent information.

(c) Nothing in the Plan or any instrument execute®ption granted pursuant thereto shall confenugay 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 Markéu&éetermined at the time of grant) of stock wehkpect to which Incentive Stock Options
granted after 1986 are exercisable for the firsetby any Optionee during any calendar year untiptaas 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@togk Options.

(e) (1) The Board or the Committee shall have thtearity to effect, at any time and from time tmé (i) the repricing of any outstanding
Options under the Plan and/or (ii) with the
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consent of the affected holders of Options, theebation of any outstanding Options and the gnausubstitution therefor of new Options
under the Plan covering the same or different numbgshares of Common Stock, but having an exemige per share not less than eighty-
five percent (85%) of the Fair Market Value (oneatired percent (100%) of the Fair Market Value im ¢hse of an Incentive Stock Option

in the case of a ten percent (10%) stockholded¢fised in subsection 5(c), not less than one haedhend ten percent (110%) of the Fair
Market Value) per share of Common Stock on the geamt date.

(2) Shares subject to an Option canceled undesthisection 9(e) shall continue to be counted ag#ie maximum award of Options
permitted to be granted pursuant to subsectiondi(tf)e Plan. The repricing of an Option under gibsection 9(e), resulting in a reduction
of the exercise price, shall be deemed to be aetlation of the original Option and the grant afubstitute Option; in the event of such
repricing, both the original and the substitutedi@ys shall be counted against the maximum awafr@ptions permitted to be granted
pursuant to subsection 5(d) of the Plan. The pianisof this subsection 9(e) shall be applicably tmthe extent required by

Section 162(m) of the Code.

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 prayedther than cash, stock split, liquidating dimdi, combination of shares, exchange of
shares, change in corporate structure or otherwtise)Plan 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 5(d), and the outstandirtgp@pwill be appropriately adjusted in the clasy@nd number of shares and price per
share of stock subject to such outstanding Options.

(b) In the event of: (1) a merger or consolidaiimmvhich the Company is not the surviving corparator (2) a reverse merger in which the
Company is the surviving corporation
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but the shares of the Company's common stock oulisigimmediately preceding the merger are conddstevirtue of the merger into other
property, whether in the form of securities, casbtberwise then to the extent permitted by appliedaw: (i) any surviving corporation shall
assume any Options outstanding under the Planadirsibstitute similar Options for those outstagdimder the Plan, or (ii) such Options
shall continue in full force and effect. In the tzany surviving corporation refuses to assumeoatioue such Options, or to substitute
similar options for those outstanding under thenPtlaen such Options shall be terminated if not@sed prior to such event. In the event
dissolution or liquidation of the Company, any @p8 outstanding under the Plan shall terminatetieercised 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@aticd 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 folo@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 modéiion requires stockholder approval in order figr Plan to satisfy the requirements of
Section 422 of the Code or to comply with the regmients 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 didoility of compensation paid to certain execu
officers.
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(c) Itis expressly contemplated that the Board ewaend the Plan in any respect the Board deemsseageor advisable to provide Option
with the maximum benefits provided or to be prodideder the provisions of the Code and the reguiatpromulgated thereunder relating to
Incentive Stock Options and/or to bring the Plad/anincentive Stock Options granted under it icbonpliance 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 consent of the pasarinom the Option was granted and (ii) such pecssents in writing.

12. TERMINATION OR SUSPENSION OF THE PLAN.

(a) The Board may suspend or terminate the Planyatime. Unless sooner terminated, the Plan $érafiinate on June 5, 2003 which shal
within ten (10) years from the date the Plan ispaeld by the Board or approved by the stockholdetseoCompany, whichever is earlier. No
Options may be granted under the Plan while the Blauspended or after it is terminated.

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

13. EFFECTIVE DATE OF PLAN.

The Plan shall become effective as determined éyBttard, but no Options granted under the Plari Beadxercised unless and until the Plan
has been approved by the stockholders of the Coynparich approval shall be within twelve (12) momthefore or after the date the Plan is
adopted by the Board, and, if required, an appatgmpermit has been issued by the Commissioneoigfdations of the State of California.
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THIS IS YOUR PROXY
YOUR VOTE IS IMPORTANT

Regardless of whether you plan to attend the Anklgating of Stockholders, you can be sure youreshare represented at the meeting by
promptly delivering your proxy.

In addition to the election of Directors, there five proposals being submitted by the Board ofbliors. The Board of Directors recomme
a vote in favor (FOR) of each of the nominees disgielow and in favor (FOR) each of its other pr@es

These telephone and Internet voting proceduredesigned to authenticate stockholders' identitiesta allow stockholders to vote their
shares and confirm that their instructions havenlpreperly recorded. Advanced Energy has been edidg counsel that the procedures that
have been put in place are consistent with theiregents of applicable law. Stockholders votingthia Internet should understand that there
may be costs associated with electronic accesb,asiasage charges from Internet access providdrekphone companies, that would be
borne by the stockholder.

PROXY
ADVANCED ENERGY INDUSTRIES, INC.

PROXY SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF
THE COMPANY FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 5, 1999

The undersigned hereby constitutes and appointglBe®. Schatz and Richard P. Beck, and each wf, this, her or its lawful agents and
proxies with full power of substitution in each,rgpresent the undersigned, and to vote all oftlaeges of common stock of Advanced Ene
Industries, Inc. which the undersigned may be ledtiio vote at the Annual Meeting of Stockholddradvanced Energy Industries, Inc.,
which meeting will be held in the Monarch Room loé Itorporate offices of Advanced Energy Industiies, 1625 Sharp Point Drive, Fort
Collins, Colorado on Wednesday, May 5, 1999 atQam, local time, and at any adjournment thereoflbmatters coming before the
meeting.

IF SPECIFIC INSTRUCTIONS ARE INDICATED, THIS PROXWILL BE VOTED IN ACCORDANCE WITH SUCH INSTRUCTIONS.
UNLESS A CONTRARY DIRECTION IS INDICATED, THIS PROXWILL BE VOTED FOR THE NOMINEES LISTED IN PROPOSA
1 AND FOR PROPOSALS 2 THROUGH 6.

You may deliver this proxy by signing and returnthg proxy card in the enclosed envelope, or lgpteone or through the Internet. DO
NOT RETURN THIS PROXY CARD IF YOU VOTE BY TELEPHONBR THROUGH THE INTERNE

CONTINUED AND TO BE SIGNED ON REVERSE SIDE



VOTE BY TELEPHONE
It's fast, convenient and immediate! Call Toll-Foeea Touch-Tone Phone 1-877-PRX-VOTE (1-877-8883). Follow these four easy ste

1. Read the accompanying Proxy Statement and RPaxy

2. Call the toll-free number 1-877-PRX-VOTE (1-8779-8683). For stockholders residing outside thaddrStates, call collect on a touch-
tone phone 1-201-536-8073.

3. Enter your 14-digit Voter Control Number locatadyour Proxy Card above your name

4. Follow the recorded instructions

Your vote is important. Call 1-877-PRX-VOTE anytime
VOTE BY INTERNET
It's fast, convenient and your vote is immediatapfirmed and posted. Follow these four easy steps:

1. Read the accompanying Proxy Statement and RZaxy

2. Go to the Website: http://www.eproxyvote.congaei

3. Enter your 14-digit Voter Control Number locat@dyour Proxy Card above your name
4. Follow the instructions provided.

Your vote is important. Go to http://www.eproxyvatem/aeis anytime. DO NOT
RETURN YOUR PROXY CARD IF YOU ARE VOTING BY TELEPHO NE OR INTERNET.

[X] Please mark votes as in this example.
[ ] Mark here for address change and note below.

Proposal No. 1: Election of the following nomindesdirector: Douglas S. Schatz, G. Brent BackniRichard P. Beck, Hollis L. Caswell,
Arthur A. Noeth, Elwood Spedden, Gerald Starek Artdur Zafiropoulo.

For all nominees Withhold authority téevior all nominee

For all nominees, except vote withheld from thevaoominees
Proposal No. 2 Increase the number of authorizadestof Advanced Energy's common stock from 3Ganilshares to 40 million shares
For Against Abstain

Proposal No. 3: Amendment to the 1995 Stock O#ilam to increase the total number of shares of comsiock issuable under the plan
from 4,625,000 shares to 5,625,000 shares

For Against Abstain

Proposal No. 4: Amendment to the 1995 Non-Empldyieectors' Stock Option Plan to increase the totahber of shares of common stock
issuable under the plan from 50,000 shares to 00Gshares

For Against Abstain

Proposal No. 5: Approval of stock options that wereeived by two former RF Power Products directdrs become directors of Advanced
Energy, following the acquisition of RF Power Protduin October 1998

For Against Abstain
Proposal No. 6: Ratification of the appointmenfothur Andersen LLP as independent auditors of Anbesl Energy for 1999
For Against Abstain

Please sign exactly as your name appears hereahodmers should each sign. When signing as atgrexecutor, administrator, trustee, or
guardian, please give full title as such. If sigisea corporation, please give full corporate name have a duly authorized officer sign, sta



title. If signer is a partnership, please signantpership name by authorized person.

Signature: Date: Signature: Date:

End of Filing
Powerad By Fimi‘i'\[_{'

© 2005 | EDGAR Online, Inc.



