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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 9, 2001
To our Stockholders:

The 2001 Annual Meeting of Stockholders of AdvanEegrgy Industries, Inc. will be held on Wednesddgy 9, 2001, at 10:00 a.m., in the
Monarch Room at Advanced Energy's corporate offit625 Sharp Point Drive, Fort Collins, Colorad®38. At the meeting, you will be
asked to vote on the following matters:

1. Election of eight directors. Management of Adweh Energy has proposed that the stockholdersent-tble current directors: Douglas S.
Schatz, G. Brent Backman, Richard P. Beck, TrunBdan, Arthur A. Noeth, Elwood Spedden, Gerald k&r&k and Arthur W. Zafiropoulo.

2. Approval of an increase in the number of auttestishares of Advanced Energy common stock fromilidn shares to 55 million shares.

3. Approval of an amendment to the 1995 Stock @pftan to increase the total number of shares wiwon stock issuable under the plan
from 5,625,000 shares to 8,125,000 shares.

4. Approval of an amendment to the 1995 Non-Empdyaectors' Stock Option Plan to increase thd tmianber of shares of common stock
issuable under the plan from 100,000 shares td0R0Gshares.

5. Ratification of the appointment of Arthur AndensLLP as independent auditors of Advanced Enesg2®01.

6. Any other matters of business properly brougioke the meeting.

Each of these matters is described in detail imttemmpanying Proxy Statement, dated April 9, 2001.

If you owned common stock at the close of busimesblarch 12, 2001, you are entitled to receive tioisce and to vote at the meeting.

All stockholders are cordially invited to attene timeeting in person. However, to assure that yoisevis heard, you are urged to return the
enclosed form of proxy as promptly as possibléangostage prepaid envelope, by telephone or thrtheginternet.

By Order of the Board of Directors

Jay L. Margulies
Secretary

Fort Collins, Colorado
April 9, 2001

YOUR VOTE IS IMPORTANT



[ADVANCED ENERGY LOGO]
Date: April 9, 2001

To: Our Owners
From: Douglas S. Schatz
Subject: Invitation to our 2001 Annual Meeting of S tockholders

Please come to our 2001 Annual Meeting of Stocldrsitb learn about Advanced Energy, what we hageraplished in the last year and
what we hope to achieve in 2001. The meeting weilhbld:

Wednesday, May 9, 2001 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 presentaatiickholders at the meeting.
Accompanying this proxy statement is Advanced Eyisrg000 Annual Report to Stockholders and a fofproxy.

To make it easier for you to vote, we have arrarfgegiou to deliver your proxy by mail, telephonetiorough the Internet. If you vote by
telephone or through the Internet this year, youd#ose to receive next year's proxy materialbrenrather than in the mail. If last year you
elected to receive this year's Proxy Statementtammial Report to Stockholders on-line, you will meteive a paper proxy card and should
vote through the Internet, unless you cancel yowolement. Instructions for voting are includedtive proxy statement. Your proxy may be
revoked at any time prior to the meeting in the neardescribed in this proxy statement.

I look forward to seeing you at the meeting.
Douglas S. Schatz Chairman and Chief Executivecexfi

This proxy statement is first being sent to stodtbis on or about April 9, 200



GENERAL

This proxy statement and the accompanying mateai@$eing sent to stockholders of Advanced Enasgyart of a solicitation for proxies
for use at the 2001 Annual Meeting of Stockholdkbtanagement of Advanced Energy is making this g&ation for proxies. By delivering

the enclosed proxy card, you will appoint each oftiflas S. Schatz and Richard P. Beck as your agehproxy to vote your shares of
common stock at the meeting. In this proxy statdmgnoxy holders" refers to Messrs. Schatz andkBecheir 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.

PROPOSALS
We intend to present five proposals to the stoakdrsl at the meeting:

1. Election of eight directors. Management of Adweh Energy has proposed that the stockholdersent-tble current directors: Douglas S.
Schatz, G. Brent Backman, Richard P. Beck, TrunBdan, Arthur A. Noeth, Elwood Spedden, Gerald k&r&k and Arthur W. Zafiropoulo.

2. Approval of an increase in the number of auttestishares of Advanced Energy common stock fromilidn shares to 55 million shares.

3. Approval of an amendment to the 1995 Stock @pftan to increase the total number of shares wiwon stock issuable under the plan
from 5,625,000 shares to 8,125,000 shares.

4. Approval of an amendment to the 1995 Non-Empdyaectors' Stock Option Plan to increase the@ighd number of shares of common
stock issuable under the plan from 100,000 shar26®,000 shares.

5. Ratification of the appointment of Arthur AndensLLP as independent auditors of Advanced Enesg2®01.
Proposal number 3 cannot be effected, even if ajgpkaunless proposal number 2 also is approved.

We do not know of any other matters to be submiitetthe stockholders at the meeting. If any othattens properly come before the meet
the proxy holders intend to vote the shares thpyesent as the Board of Directors may recommend.

RECORD DATE AND SHARE OWNERSHIP

If you owned shares of Advanced Energy common sitoglour name as of the close of business on Mag;2001, you are entitled to vote
on the proposals that are presented at the me@mghat date, which is referred to as the "redat" for the meeting, 31,555,604 shares of
Advanced Energy common stock were issued and owlisigiand were held of record by 962 persons, d@oegito the records of EquiServe,
Advanced Energy's transfer agent.

VOTING

Each share of Advanced Energy common stock thahgtaientitles you to one vote on each of the psafmthat are presented at the mee
The inspector of the election will count the votest at the meeting, with the assistance of AdvadEg®rgy's transfer agent. The inspector
also will determine whether or not a quorum is pre¢sat the meeting. A quorum will be present atntteeting if a majority of the shares of
common stock entitled to vote at the meeting gpeasented at the meeting, either by proxy or byp#rson who owns the shares.

If a broker holds your shares, this proxy statenagdta proxy card have been sent to the broker.nYayihave received this proxy statement
directly from your broker, together with instrugt®as to how to direct the broker how to vote yghares. If you do not give your broker
instructions or discretionary authority



to vote your shares on one or more of the prop@salsyour broker returns the proxy card indicasngh lack of authority, your shares will
"broker non-votes" with respect to the proposatsifbich the broker does not have authority to vBt@ker non-votes will be counted as

present for purposes of determining a quorum, hilinet be counted as shares entitled to vote.

The following table reflects the vote required éaich proposal and the effect of broker non-votethemote, assuming a quorum is present at

the meeting:

PROPOSAL VOTE REQUIR

Election of directors the eight nominees

ED EFFECT OF BROKER NON-VOTES

who receive no effect

the most votes will be elected
Increase in the number of majority of the sha resissued same as a vote against
authorized of common stock  and outstanding as of the the proposal

record date
Increase in the number of majority of the sha
shares issuable under the 1995 at the meeting (by
Stock Option Plan person) and entitle

on the proposal
Increase in the number of majority of the sha
shares issuable under the 1995 at the meeting (by
Non-Employee Director Stock  person) and entitle
Option Plan on the proposal
Ratification of the majority of the sha
appointment of Arthur Andersen at the meeting (by

res present no effect
proxy or in
d to vote

res present no effect
proxy or in
d to vote

res present no effect
proxy or in

LLP as independent auditors  person) and entitle d to vote
on the proposal

Abstentions will have no effect on the electiordoéctors but will have the same effect as a vgaarest each of the other proposals.

If any other proposals are properly presenteddastbckholders at the meeting, the number of wetggired for approval will depend on the
nature of the proposal. Generally under Delawakethtee number of votes required to approve a prdpssamajority of the shares of comn
stock represented at the meeting.

COSTS OF SOLICITATION

We have retained the services of EquiServe toraitlé solicitation of proxies from bankers, banknmees and other institutional owners.
anticipate paying EquiServe a fee of not more B&000 for its services. We also will reimburse Sguve for its out-of-pocket expenses.
We may reimburse brokerage firms and other persgpresenting beneficial owners of Advanced Enemyiroon stock for their expenses in
sending proxies to the beneficial owners. Proxises may be solicited by some of Advanced Energyéectbrs, officers and employees,
without additional compensation, personally or &gphone or facsimile.

DELIVERY AND REVOCABILITY OF PROXIES
You may vote your shares by delivering a proxyrie of the following ways:
- By mail. You may mark the enclosed proxy card arall it in the enclosed postage-prepaid envelope.

- By telephone. You may call from the United Staite€anada toll-free at 1-877-78883. You will need to enter your control numbeuid
in the lower right-hand corner of your proxy caadd then follow the voice prompts.

- Electronically. You may access the website hitputv.eproxyvote.com/aeis. You will need to enteuyoontrol number and then follow the
prompts.



If you deliver your proxy by telephone or electraily, please do not mail the enclosed proxy card.

If you deliver your proxy and change your mind biefthe meeting, you may revoke your proxy by deihg notice to Jay Margulies, our
secretary, at our principal office, stating thatiyeish to revoke your proxy or by delivering anatpeoxy with a later date. You may vote
your shares by attending the meeting in personitoyu have delivered a proxy before the meetiray must revoke it before the meet
begins. Attending the meeting will not automatigatvoke your previously delivered proxy.

Our Internet and telephone voting procedures asigded to authenticate your identity and to allaw yo vote your shares and confirm that
your instructions have been properly recorded. Aded Energy's legal counsel has advised that tteedures that have been put in place
consistent with the requirements of applicable [iwou vote via the Internet, there may be costoaiated with electronic access, such as
usage charges from Internet access providers &mhtene companies, which you will need to pay.

DELIVERY OF DOCUMENTS TO STOCKHOLDERS SHARING AN AD DRESS

If two or more stockholders share an address, Ack@uEnergy may send a single copy of this proxiestant and other soliciting materials
the shared address, unless Advanced Energy hage@@®ntrary instructions from one or more of sieckholders sharing the address. If a
single copy has been sent to multiple stockholdeesshared address, Advanced Energy will delissparate copy of this proxy statement
and other soliciting materials, promptly upon aaivritten request by any of such stockholdersit@stor Relations, Advanced Energy
Industries, Inc., 1625 Sharp Point Drive, Fort ®sll Colorado 80525; telephone number 970-221-4B6&hy stockholders sharing an
address receive multiple copies of this proxy statet and other soliciting materials and would préfehe future to receive only one copy,
such stockholders may make such request to InvB&tiations at the same address or telephone number.

COMMON STOCK OWNERSHIP BY MANAGEMENT AND OTHER STOC KHOLDERS
The following table sets forth the beneficial owstep of Advanced Energy common stock as of Margh20R1 by:
- each persons known to us to beneficially own ntioa@ 5% of the outstanding common stock;
- each director and nominee for director;
- each named executive officer identified on paganel

- the current directors and executive officers gsoalp.

SHARES

NAME OF STOCKHOLDER BENEFICIALLY OWNED PERCENT OWNED
Douglas S. Schatz, Chairman and Chief Executive

Officer(L)...ceevveeiniieiiieeieeriee e ... 11,337,782 35.9%
Capital Group International, Inc.; Capital Guardian

Trust ComMpany(2).....ccceeeeeeuveeeerniiineanns 3,151,600 10.0%
G. Brent Backman, Director(3).........ccccveeeeens 1,217,282 3.9%
Richard P. Beck, Senior Vice President,
Chief Financial Officer and Director(4)............ 132,042 *
Trung T. Doan, Director(5).......cccceeuveeeennnee 7,075 *
Arthur A. Noeth, Director(6)................c..... 7,500 *
Elwood Spedden, Director(7).........cccccvvvvenns 9,500 *
Gerald M. Starek, Director(8)........c.cccuveeen.. 44,600 *
Arthur W. Zafiropoulo, Director(9)................. 37,889 *
Hollis L. Caswell(10).......cccccvvvveevevennennn. 181,382 *
Joseph R. Monkowski, Senior Vice President, Busines s

Development(11).....cccocueeeeiniieeeenninns 51,562 *
Richard A. Scholl, Chief Technical Officer(12)..... 241,062 *
All current executive officers and directors, as a

group (12 persons)(13).......cccevevvvrvveenens 13,314,220 41.8%



* | ess than 1%

(1) Mr. Schatz' address is c/o Advanced Energystréks, Inc., 1625 Sharp Point Drive, Fort Colli@slorado 80525. The shares reported in
the table include 200,000 shares held in trustHferbenefit of Mr. Schatz's children. Mr. Schata isustee of a charitable foundation that is
the record holder of 180,000 shares of common stbtie issuer. The three other trustees of theitelide foundation are members of Mr.
Schatz' immediate family. Accordingly, Mr. Schataybe deemed to share with the other trusteesgratid dispositive power with respec
the charitable foundation's 180,000 shares. Mra&ctiisclaims beneficial ownership of the 180,008rss held by the charitable foundation
that are included in the table.

(2) Information as to the amount and nature of bieia& ownership was obtained from Amendment N¢o &chedule 13G filed with the SEC
on February 12, 2001, by Capital Group Internatioima. and Capital Guardian Trust Company ("Cdgiaardian"). According to the
Schedule 13G, Capital Group International, In¢hesparent holding company of a group of investnmeahagement companies that hold
investment power and, in some cases, voting powarthe securities reported in the Schedule 136 Capital Guardian Trust Company is a
bank that may be deemed to beneficially own comstook as a result of serving as an investment naragarious institutional accounts.
Capital Group International, Inc. reports sole ngtpower over 2,502,400 shares of common stoclsaleddispositive power over 3,151,600
shares of common stock. Capital Guardian Trust Gompeports sole voting power over 2,167,900 shafreemmon stock and sole
dispositive power over 2,817,100 shares. The addozsach of Capital Guardian and Capital Inteomat is 11100 Santa Monica Bouleva
Los Angeles, California 90025.

(3) The shares reported in the table include 121 sb@res held by Mr. Backman's spouse and 5,008sstteat Mr. Backman has the right to
acquire within 60 days of March 12, 2001 pursuarstbck options granted by Advanced Energy. Thietalso includes 700,000 shares
owned by GDBA Investments LLLP which is owned 1069aMr. and Mrs. Backman.

(4) The shares reported in the table include 28s#@8es that Mr. Beck has the right to acquireiwi@® days of March 12, 2001 pursuant to
stock options granted by Advanced Energy, but donadude 200 shares held in joint tenancy by MecBs wife and a person unrelated to
Mr. Beck. Mr. Beck disclaims beneficial ownershipsach 200 shares.

(5) The shares reported in the table include 4dhidBes that Mr. Doan has the right to acquire wiétl days of March 12, 2001 pursuant to
stock options granted by Advanced Energy.

(6) The shares reported in the table consist @ dhares that Mr. Noeth has the right to acquitkinv60 days of March 12, 2001 pursuan
stock options granted by Advanced Energy.

(7) The shares reported in the table consist di®dhares that Mr. Spedden has the right to acutihén 60 days of March 12, 2001 pursu
to stock options granted by Advanced Energy.

(8) The shares reported in the table include 18shédes that Mr. Starek has the right to acquitkiwb0 days of March 12, 2001 pursuant to
stock options granted or assumed by Advanced Enbrgydo not include 2,100 shares held by Mr. &tareife. Mr. Starek disclaims
beneficial ownership of his wife's shares.

(9) The shares reported in the table include 5db@0es that Mr. Zafiropoulo has the right to acguiithin 60 days of March 12, 2001
pursuant to stock options granted or assumed byaAckd Energy.

(10) The shares reported in the table include I@3Bshares that Dr. Caswell has the right to acowittein 60 days of March 12, 2001
pursuant to stock options granted by Advanced Bndédg Caswell served as President and Chief Opgr&fficer and a director of
Advanced Energy during 2000. He has since retireah those positions.

(11) The shares reported in the table consist ggeBshares that Mr. Monkowski has the right tousregwithin 60 days of March 12, 2001
pursuant to stock options granted by Advanced Bnerg



(12) The shares reported in the table include 8siles that Mr. Scholl and 2,401 shares that Br&utholl, Mr. Scholl's wife, have the right
to acquire within 60 days of March 12, 2001 pursuarstock options granted by Advanced Energy. 8choll is a business unit manager for
Advanced Energy.

(13) The shares reported in the table include 295ghares that the 12 executive officers and dirsatollectively have the right to acquire
within 60 days of March 12, 2001 pursuant to stopkons granted or assumed by Advanced Energy.

PROPOSAL NO. 1
ELECTION OF DIRECTORS

A board of eight directors is to be elected atrtteeting. Management has nominated each of thentudiectors. In the event that any
nominee is unable to or declines to serve as atdirat the time of the meeting, the proxy holdeitsvote in favor of a nominee designated
by the Board of Directors to fill the vacancy. We aot aware of any nominee who will be unable bowwill decline to serve as a director.
The term of office of each person elected as atlirat the meeting will continue from the endtd tneeting until the next Annual Meeting

of Stockholders (expected to be held in the ye@2P0or until a successor has been elected andfigdal

NOMINEES
DIRECTOR PRINCIPAL OCCUPATION AND BUSINESS
NAME AGE SINCE EXPERIENCE DURING PAST FIVE YEARS
Douglas S. Schatz.......... 55 1981 Dougl as S. Schatz is a co-founder of Advanced
Energ y and has been its Chairman, Chief Executive
Offic er and a director since its incorporation in
1981. Until July 1999 he also served as
Presi dent. In March 2001, Mr. Schatz was
re-ap pointed as President. Mr. Schatz also
co-fo unded Energy Research Associates, Inc. and
serve d as its Vice President of Engineering from
1997 through 1980.
G. Brent Backman........... 60 1981 G.Br ent Backman is a co-founder and has been a
direc tor of Advanced Energy since its
incor poration in 1981. Mr. Backman was a vice
presi dent of Advanced Energy from its
incor poration until April 1998, when he became
Senio r Vice President, Special Projects. Mr.
Backm an served in that position until December
1998 when he retired from Advanced Energy.
Richard P. Beck............ 67 1995 Richa rd P. Beck joined Advanced Energy in March
1992 as Vice President and Chief Financial
Offic er and became Senior Vice President in
Febru ary 1998. He became a director of Advanced
Energ y in September 1995. From 1987 to 1992, Mr.
Beck served as Executive Vice President and Chief
Finan cial Officer of Cimage Corporation, a
compu ter software company. Mr. Beck is a
direc tor, is chairman of the audit committee and
serve s on the compensation committee, of Applied
Films Corporation, a publicly held manufacturer
of fl at panel display equipment. He is also a
direc tor of Photon Dynamics, Inc. a publicly held
manuf acturer of flat panel display test equipment
and s erves on its audit committee. He is also a
direc tor and chairman of the audit committee of
TT™, Inc. a publicly held manufacturer of printed

circu

it boards.
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PRINCIPAL OCCUPATION AND BUSINESS
EXPERIENCE DURING PAST FIVE YEARS

T. Doan joined the Board of Directors of

ced Energy in July 2000. Mr. Doan has been
yed by Micron Technology, Inc., a provider
miconductor memory solutions, since 1988. He
erved as Micron's Vice President of Process
opment since July 1997. Mr. Doan was a

tor of Engineering Measurements Company,

it was acquired by Advanced Energy in

ry 2001. Mr. Doan also is a director of

I, Inc., a privately held semiconductor

ment manufacturer.

r A. Noeth joined the Board of Directors of
ced Energy in July 1997. Mr. Noeth retired

98. From 1993 to 1998, Mr. Noeth was

dent of the Implant Center, a provider of
mplant services to the electronics industry.

d Spedden joined the Board of Directors of
ced Energy in September 1995. Mr. Spedden
senior vice president of Tencor

uments, a manufacturer of automatic test
ment used in the fabrication of

onductors, from July 1996 to June 1997. From
through March 1996, Mr. Spedden was with
nce Systems Corporation, a manufacturer of
atic test equipment used in the fabrication
miconductors, in various senior management
ions including President, Chief Executive

er and Vice-Chairman of the Board of

tors. Mr. Spedden is a director of Insight

ts, a privately held software company.

d M. Starek joined the Board of Directors of
ced Energy in October 1998, following the
sition by Advanced Energy of RF Power

cts (now named Advanced Energy Voorhees).
tarek had been a non-employee director of RF
Products since February 1994. Mr. Starek

he founder of Silicon Valley Group, Inc., a

ier of automated wafer processing equipment
he semiconductor industry. He served as

on Valley Group's Chairman from September
to September 1991 and as Vice Chairman from
mber 1991 to April 1993. Mr. Starek is a

tor and serves on the compensation committee
L Communications, Inc., a publicly held
acturer of components for wireless

nications systems.



DIRECTOR PRINCIPAL OCCUPATION AND BUSINESS

NAME AGE SINCE EXPERIENCE DURING PAST FIVE YEARS
Arthur W. Zafiropoulo(2)... 62 1998  Arthu r W. Zafiropoulo joined the Board of
Direc tors of Advanced Energy in October 1998,
follo wing the acquisition by Advanced Energy of
RF Po wer Products (now named Advanced Energy
Voorh ees). Mr. Zafiropoulo had been a
non-e mployee director of RF Power Products since
July 1992. Mr. Zafiropoulo is the founder of
Ultra tech Stepper, Inc., a publicly held company
that develops, manufactures and markets
photo lithography equipment for the semiconductor
indus try. Mr. Zafiropoulo has been Chief
Execu tive Officer and Chairman of the Board of
Direc tors of Ultratech Stepper since March 1993.
Mr. Z afiropoulo also served as President of
Ultra tech Stepper from March 1997 to April 1999,
as he did from March 1993 to March 1996. Mr.
Zafir opoulo is a director of Semi/Sematech, an
assoc iation of U.S.-owned suppliers of equipment,
mater ials and services to the semiconductor
indus try, and SEMI (Semiconductor and Equipment
Mater ials International), an international trade
assoc iation.

(1) Member of the Audit and Finance Committee

(2) Member of the Compensation Committee

There is no family relationship between any ofrnibeninees or between any nominee and any of AdvalBoedgy's executive officers.
REQUIRED VOTE

The eight nominees receiving the highest numbaiffofmative (FOR) votes at the meeting will be édgtas directors. Stockholders do not
have the right to cumulate their votes for the tbacof directors. Unless otherwise instructed, phaxy holders will vote the proxies received
by them FOR each of management's eight nominedssWagthheld from a nominee will be counted forgmses of determining whether a
qguorum is present, but will not be counted as fimaditive vote for such nominee.

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

Nor-employee directors receive meeting fees of $3,00@dch Board of Directors meeting attended, dtiean telephonic meetings, and $
for each committee meeting attended. They alsoedmebursed for reasonable out-of-pocket travel agpe incurred to attend board and
committee meetings.

Non-employee directors participate in Advanced Ener@®95 Non-Employee Directors' Stock Option Plae (Director Plan"). Under the
Director Plan, upon first becoming a nemployee director, each participant is grantedioo to purchase 7,500 shares of common stor
the fair market value of the common stock on the @& grant. These options are exercisable asst@0Xhares upon grant and vest as to an
additional 2,500 shares on each of the secondhamblanniversary of the grant date. Also underDirector Plan, on each anniversary of the
participant becoming a non-employee director, tigipant is automatically granted an option toghase 2,500 shares of common stock at
the fair market value of the common stock on the dé grant. These options vest in full on thedtd@nniversary of the grant date. All options
granted under the Director Plan have terms of Hds/from the date of grant. 100,000 shares of comstack have been reserved for issui
under the Director Plan. See PROPOSAL NO. 4 --



Amendment to 1995 Non-Employee Directors' Stocki@pPlan. As of March 12, 2001, options to purchas@aggregate of 79,500 shares
were outstanding under the Director Plan.

BOARD MEETINGS

The Board of Directors held ten meetings in 20A6luding telephonic meetings. The Board of Diresteas an Audit and Finance Committee
and a Compensation Committee. There is no nommatmmittee or committee performing the functioha aominating committee. In

2000, all incumbent directors attended at least 85%e meetings of the Board of Directors anceast 75% of the meetings of the
committees on which he served.

COMPENSATION COMMITTEE MEETINGS

The Compensation Committee met two times in 200@. Compensation Committee consists of Messrs. Neatdirman), Spedden and
Zafiropoulo. The Compensation Committee is resgador recommending salaries, incentives and atberpensation for directors and
officers of Advanced Energy, administering Advan&agergy's incentive compensation and benefit plansfficers and recommending to-
Board of Directors policies relating to such comgaion and benefit plans.

AUDIT AND FINANCE COMMITTEE MEETINGS

The Audit and Finance Committee met four times@A@ The Audit and Finance Committee consists afdvie Starek (chairman), Noeth .
Spedden, all of whom are "independent" directodenmpplicable standards of the National AssoaiatioSecurities Dealers. The Audit and
Finance Committee is responsible for recommendigagement of Advanced Energy's independent audrergwing the scope of the au
evaluating the comments made by the independeitbawdth respect to accounting procedures andiiratiecontrols and the determining
whether to bring such comments to the attentioBamhpany management, and reviewing the internaluattotg procedures and controls with
Advanced Energy's financial and accounting stdfe Audit and Finance Committee is governed by #eavricharter that was adopted in
1999.

During 2000, the Audit and Finance Committee:
- reviewed and discussed with Advanced Energy'sgeddent accountants and with management the aandiad financial statements;

- discussed with the independent accountants thiersautlined in SAS No. 61, Codification of Staents on Auditing Standards, AU
section 380;

- received the written disclosures and the letiemfthe independent accountants required by Indepere Standards Board Standard No. 1,
Independence Discussions with Audit Committees; and

- discussed with the independent accountants tependent accountants' independence.

Based on the Audit and Finance Committee's revigavdiscussion of the foregoing matters and infoiomathe Audit and Finance
Committee recommended to the Board of Directorsttf®@audited financial statements be includeddrakced Energy's 2000 Annual Re|
on Form 10-K.

The Audit and Finance Committee also conducts qugrtinancial reviews with Advanced Energy's indegdent accountants prior to the
release of financial statements and quarterly tegmr Form 10-Q.

THE AUDIT AND FINANCE COMMITTEE

Gerald M. Starek, Chairman
Arthur A. Noeth
Elwood Spedden
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EXECUTIVE COMPENSATION

SUMMARY OF CASH AND CERTAIN OTHER COMPENSATION

The following table sets forth the compensatiomedrin 2000 by Advanced Energy's chief executifieaf and the four highest-paid
executive officers, other than the chief executiffecer, based on salary and bonus in 2000. Theseofficers are referred to as the "named

executive officers."

SUMMARY COMPENSATION TABLE

LONG-TERM
COMPENSATION AWARDS
ANNUAL COMPENSATION  —---emmmmmemoeeeee OTHER
------------------------- SECURITIES UNDERLYING COMPENSAT ION
NAME AND PRINCIPAL POSITION YEAR SALARY ($) (1) BONUS ($) OPTIONS (#) $)(2)
Douglas S. Schatz............... 2000 373,517 187,600 0 4,800
Chairman of the Board, 1999 316,302 235,000 0 4,800
Chief Executive Officer 1998 279,690 0 0 5,000
and President
Hollis L. Caswell(3)............ 2000 310,481 164,000 15,000 4,800
1999 258,784 133,000 35,000 4,800
1998 220,213 0 37,500 5,000
Richard A. Scholl............... 2000 230,125 92,400 10,000 4,800
Senior Vice President and 1999 208,525 74,000 10,000 4,800
Chief Technical Officer 1998 191,710 0 0 5,000
Richard P. Beck................. 2000 247,915 100,000 15,000 4,800
Senior Vice President and 1999 199,342 70,000 15,000 4,800
Chief Financial Officer 1998 184,280 0 20,000 5,000
Joseph R. Monkowski............. 2000 228,750 92,000 60,000 4,800
Senior Vice President, 1999 193,249 70,000 5,000 0
Business Development 1998 151,738 0 50,000 0

(1) In March 1998, each of the named executiveeeff agreed to a 10% salary reduction for the lbalah1998 and for the first quarter of
1999.

(2) Reflects amounts contributed by Advanced Engoggach of the named executive officers under Aded Energy's 401(k) profit sharing
plan.

(3) Dr. Caswell served as President and Chief Qipgr®fficer during 2000. He resigned from this pios in March 2001.

OPTION GRANTS IN 2000

The following table sets forth information as todt options granted in 2000 to the named execuifieers who received options. No optic
were granted to Mr. Schatz in 2000.

POTENTIAL REALIZABLE VALUE AT
PERCENT OF ASSUME D ANNUAL RATES OF
NUMBER OF T OTAL OPTIONS STOCK P RICE APPRECIATION
SECURITIES GRANTED TO FO R OPTION TERM
UNDERLYING OPTIONS EMPLOYEES  EXERCISE EXPIRATION --s--ees e
NAME GRANTED (#) IN2000  PRICE($) DATE 5% 10%
Richard P. Beck.......... 15,000 3.0%  $43.6875 1/13/10 $ 412,1 23 $1,044,399
Hollis L. Caswell......... 15,000 3.0%  $43.6875 1/13/10 $ 412,1 23 $1,044,399
Joseph R. Monkowski....... 60,000 12.0%  $43.6875 1/13/10 $1,648,4 90  $4,177,597
Richard A. Scholl......... 10,000 2.0%  $43.6875 1/13/10 $ 274,7 48  $ 696,266
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All options were granted under Advanced Energy351Stock Option Plan. Each option vests as to onett of the underlying shares on the
first anniversary of its grant date and as to afitamhal one-sixteenth of the underlying sharesrtpuly thereafter until fully vested, except for
Mr. Beck's option which vests as to one-sixteeritthe underlying shares quarterly from the datgraht. The exercise price of each option is
equal to the fair market value of the common stmtkhe date of grant, as reported on the NasdaigidtMarket.

AGGREGATED OPTION EXERCISES IN 2000 AND OPTION VALU ES AT DECEMBER 31, 2000

The following table sets forth information as tdiops granted by Advanced Energy that were exatdigethe named executive officers
during 2000 and options held by the named execufifigers at December 31, 2000 Mr. Schatz did xetreise or hold any options during
2000.

SHARES UNDERLYING VALUE OF UNEXERCISED
VALUE REALIZED UNEXERCISED OPTIONS AT  IN-THE-MON EY OPTIONS AT

SHARES ACQUIRED ONE XERCISE DECEMBER 31, 2000 (#) DECEMBER 31, 2000 ($)
NAME ON EXERCISE (#) % (1) EXERCISABLE/UNEXERCISABLE EXERCISABLE /UNEXERCISABLE
Richard P. Beck.......... 0 0 23,125/31,875 99,2 75/114,500
Hollis L. Caswell........ 111,094 5,2 01,972 122,067/46,406 1,239, 975/84,610
Joseph R. Monkowski...... 0 0 22,188/82,813 297,5 00/297,500
Richard A. Scholl(2)..... 19,992 2 30,683 5,113/20,769 4, 163/32,590

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

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

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The current members of the Compensation Commiteedghur Noeth, Elwood Spedden and Arthur Zafinglpo None of such persons is or
has been an officer or employee of Advanced Energyhas any of such persons had a direct or icidinéerest in any business transaction
with Advanced Energy involving an amount in exces$60,000.

During 2000, no executive officers of Advanced Eyeserved as a member of the board of directoc®mpensation committee of another
company that has any executive officers or diracserving on Advanced Energy's Board of Director€@mpensation Committee.

REPORT ON EXECUTIVE COMPENSATION

The Compensation Committee, which consists of thmmeemployee directors, reviews and makes recordatems with respect to
Advanced Energy's executive compensation poligielstiae compensation to be paid to each of the ¢ixecofficers. The recommendations
of the Compensation Committee with respect to exeltutive officer's compensation are subject ta@@d by the Board of Directors. The
Committee also reviews the compensation policytiq@darly with respect to stock options, for keymagers who are not executive officers.

COMPENSATION POLICIES

One of the primary goals in setting compensatiditigs is to maintain competitive, progressive peogs to attract, retain and motivate high-
caliber executives, foster teamwork and maximizeldimg-term success of Advanced Energy by apprigyisewarding such individuals for
their achievements. Another goal is to providerarentive to executives to focus efforts on longrtstrategic goals for Advanced Energy by
closely aligning their financial interests with slthiolder interests. To attain these goals Advaifitreetgy's executive compensation program
was designed to include base salary, annual ine@nénd long-term incentives.
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In formulating and administering the individual ralents of Advanced Energy's executive compensatiogram, planning, implementing and
achieving long-term objectives are emphasized tabéish performance objectives, evaluate perforraard determine actual incentive
awards.

COMPENSATION COMPONENTS
Base Salary

The base salaries of executive officers are estadudi after review of relevant data of other exeegtivith similar responsibilities from
published industry reports and surveys of similaityated companies. The objective is to maintaimakced Energy's annual executive
salaries at levels competitive with the market agerbase salary of executive officers in similaifpans. The market reviewed is comprised
of similarly sized high technology companies withimd outside Advanced Energy's industry as destabe reported in the Radford
Executive Compensation Survey ("Radford") and stualy conducted for Advanced Energy by SCA Consgltihere are approximately 90
companies in the Radford universe used by the Cosgtimn Committee. The Compensation Committee $iabkshed base salary and
incentives for the executive officers for 2001.

Annual Incentives

Aggressive incentive bonus levels for executivesiatended to provide the appropriate elementsadhbility and risk. Bonus payments are
tied specifically to targeted corporate performaaid to personal objectives. Advanced Energy'stgvéncreased by 77% from 1999 to
2000, and net profit increased from $19.1 milliorlB99 to $68.0 million in 2000. This performancasvithe basis for the corporate objective
portion of the bonus payments. The Compensationrgitiee establishes a base bonus amount, deterrtir@magh review of a competitive
market survey for executives at similar levels alsing the Radford Executive Compensation Surveg. Gase amount is incrementally
reduced if Advanced Energy does not meet its tatgpérformance or increased if Advanced Energyaedsés targeted performance. There
is no minimum or maximum percentage by which theusocan be reduced or increased.

Stock Options

The Compensation Committee grants stock optiongmuAdvanced Energy's stock option plans to focassttecutives' attention on the long-
term performance of Advanced Energy and on maxigistockholder value. The grant of stock optiondasely tied to individual executive
performance. The Compensation Committee will gstmtk options after a review of various factorsjuding the executive's potential
contributions to Advanced Energy, current equitynerghip in Advanced Energy and vesting rates dftenj stock options, if any. Incentive
stock options and non-statutory stock options galyeare granted with exercise prices equal toféliremarket value of the common stock
subject to the option on the date of the grant. Chmpensation Committee sets vesting periods towrage retention of executive officers.
Because of the direct benefit executive officeceiee through improved stock performance, the Camsgiton Committee believes stock
options serve to align the interests of executliears 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 Advanced Energy. In determinMr. Schatz's base salary and bonus, compendatiels for other chief executive
officers in high technology firms within and outsithe industry were examined. This information wasipared to the performance of such
firms relative to Advanced Energy's performances $alary and bonus paid to Mr. Schatz was belove@tie percentile of compensation p
to chief executive officers of companies of siméare in similar industries, based on data from20@0 Radford Executive Compensation
Report and 2000 AEA High-Tech Industry Executivar(pensation Survey.
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EFFECT OF SECTION 162(m) OF THE INTERNAL REVENUE CO DE

Section 162(m) of the Internal Revenue Code of 1888 "Tax Code") generally limits to $1 millionetttorporate deduction for compensa
paid to certain executive officers, unless the censation is "performance-based" (as defined ini@e&62(m)). Each of the Board of
Directors and the Compensation Committee has direfnsidered the potential impact of this limitat on executive compensation and has
concluded in general that the best interests ofafded Energy and the stockholders will be servedrifain of Advanced Energy's stock-
based long-term incentives qualify as performareseld compensation within the meaning of Sectiorfr}3at is the intention of the Board

of Directors and Compensation Committee that, ag s it is consistent with the Compensation Comeli overall compensation
objectives, virtually all executive compensatioril e deductible for federal income tax purposes.

THE COMPENSATION COMMITTEE

Arthur A. Noeth
Elwood Spedden
Arthur W. Zafiropoulo
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STOCK PERFORMANCE GRAPH

The Advanced Energy common stock has been registerger the Securities Exchange Act of 1934 sindeaficed Energy's initial public
offering in November 1995. The following graph esfis the cumulative total stockholder return onAdeanced Energy common stock since
December 31, 1995, compared with each of The NaSttack Market U.S. and the JP Morgan Hambrecht &t@&emiconductor Index.
Historical stock price performance is not necefsardicative of any future stock price performance

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

[PERFORMANCE GRAPH]

Dec-95 Mar-96 Jun-96 Sep-96 Dec-96 Mar-97 Jun-97 Sep-97 Dec-97 Mar-98 Jun-98
Advanced Energy
Industries, Inc.  100.00 88.89 86.11 59.72 59.72 83.33 170.83 314.58 165.97 161.81 129.17
Nasdaq Stock
Market -- U.S. 100.00 104.68 113.21 117.26 123.04 116.36 137.68 160.96 150.69 176.36 181.23
JP Morgan H&Q
Semiconductor
Sector 100.00 94.44 90.52 102.75 129.51 14556 164.15 205.19 136.59 156.60 134.55
Sep-98 Dec-98 Mar-99 Jun-99 Sep-99 Dec-99 Mar-00 Jun-00 Sep-00 Dec-00
Advanced Energy
Industries, Inc.  81.25 277.78 261.81 450.69 343.06 547.22 566.67 654.86 366.67 250.00
Nasdag Stock
Market -- U.S. 163.53 212.51 238.33 260.71 267.20 394.92 443.23 385.35 354.57 237.62
JP Morgan H&Q
Semiconductor
Sector 117.30 191.72 217.48 285.21 320.03 478.47 750.11 734.26 594.52 399.14
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CERTAIN TRANSACTIONS WITH MANAGEMENT

Advanced Energy's executive offices and manufaaguiacilities in Fort Collins, Colorado are leagemm Prospect Park East Partnership and
from Sharp Point Properties, LLC. Douglas S. Schakdef Executive Officer and Chairman of the Boafddvanced Energy, holds a
26.67% member interest in each of such leasingestand G. Brent Backman, a director of Advangedrgy, holds a 6.6% member interest
in each of such leasing entities. Aggregate rggagments under such leases for 2000 totaled appately $2.3 million. Advanced Energy
also leases a condominium in Breckenridge, Colofeata AEI Properties, a partnership in which Mrh8tz holds a 60% general partnership
interest and Mr. Backman holds a 40% interest. Aded Energy uses the condominium to provide rewamdsincentives to its customers,
suppliers and employees. Aggregate rental paymersr such lease for 2000 totaled approximatelyGk&6 Advanced Energy believes that
the terms of each of the foregoing leases aressftavorable than could have been obtained franiré party lessor for similar property.

Advanced Energy charters an airplane from timénte from Westjet Leasing Co., a company owned by$¢hatz. Aggregate charter
payments to Westjet in 2000 were $57,215. Advaraeetgy believes that the terms of the chartersiadess favorable than could have been
obtained from third party charter service companies

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

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 staep@tting persons”) to file with the Securities ahadhange Commission an initial report

of ownership on Form 3 and changes in ownershipam 4 and 5. The reporting persons are also redud furnish Advanced Energy with
copies of all forms they file. Based solely onrésiew of the copies of forms received by it andten representations from the reporting
persons, Advanced Energy believes that each akfharting persons timely filed all reports requitede filed in 2000 or with respect to
transactions in 2000, except that Mr. Schatz wigsitefiling one Form 5 in respect of a donatiorsbéres he made to a charitable foundation,
Mr. Backman was late in filing two Forms 4 with pest to two open market sales of shares, and MiolBweas late in filing one Form 4 with
respect to two open market sales of shares.

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 40,000,000 shuresmmon stock and 1,000,000 shares
of preferred stock. As of March 12, 2001, 31,558,6Rares of common stock were outstanding. In aili5,925,000 shares were reserved
for issuance under Advanced Energy's stock optimhpairchase plans and approximately 1,647,486 shegee reserved for issuance upon
conversion of outstanding convertible notes issmeddvanced Energy in November 1999.

On February 7, 2001, the Board of Directors adopteesolution to amend the Certificate of Incorpiorato increase the authorized number
of shares of common stock to 55 million sharesjestio stockholder approval of the amendment. hNenge is being proposed to the
authorized number of shares of preferred stodkedfstockholders approve the proposed amendmeigi@ah A of Article IV of the
Certificate of Incorporation will be amended todea its entirety as follows:

This corporation is authorized to issue two claggestock to be designated, respectively, "CommimtiS and "Preferred Stock.” The total
number of shares which the corporation is authdrteassue is fifty-six million (56,000,000) shar&4fty-five million (55,000,000) shares
shall be Common Stock, par value $0.001 per sharkpne million (1,000,000) shares shall be Prefegtock, par value $0.001 per share.
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The authorized capitalization of Advanced Energy het been changed since May 1999. Since that fiaheanced Energy has grown
significantly through both internal expansion aedusitions, including two acquisitions, which idved the issuance of an aggregate of
2,787,000 shares of common stock. AdditionallyNovember 1999, Advanced Energy sold in a publierxffy 1,000,000 shares of common
stock, for net proceeds of approximately $37.8iamilland sold convertible notes with a face val®135 million which may be converted at
a price of $49.53 per share. As of March 12, 2@@proximately $81.6 million of convertible notesres@utstanding.

POTENTIAL USES OF COMMON STOCK

Although Advanced Energy has no immediate plarsoarmitments to issue additional shares of commacksbther than pursuant to its
existing stock option and purchase plans, the BoaRirectors believes that the availability of @&dhal authorized but unissued shares will
provide Advanced Energy with desired flexibilityissue common stock for proper corporate purposeshvmay be identified in the future.
For example, it may become advantageous for AdvhBEcergy to do any or all of the following:

- raise additional capital through equity or cotitsde debt offerings
- acquire other companies using common stock
- adopt additional benefit plans involving the @soe of common stock to employees, directors oswitants

If required to call a special meeting of stockhodd® approve an increase in the authorized céatadn when such purposes are identified,
Advanced Energy may be prevented from taking aduwanof the opportunities because of the time oexdamty involved in obtaining such
approval.

DILUTIVE EFFECTS ON CURRENT STOCKHOLDERS

If the stockholders approve the proposed incraasiee authorized number of shares of common stoxkdditional action or authorization
Advanced Energy's stockholders would be necessanytp the issuance of such shares, unless ratjbiyepplicable law or the rules of the
Nasdaqg National Market. If Advanced Energy isswigditeonal shares of common stock, such issuanckldmye a dilutive effect on earnin
per share, as well as the voting power of the atistockholders. Under the Certificate of Incorpiora Advanced Energy's stockholders do
not have preemptive rights with respect to the comistock. This means that, when Advanced Energyessadditional shares of common
stock, the current stockholders do not have anfepetial rights to purchase the shares being edfer

POTENTIAL ANTI-TAKEOVER EFFECTS; MANAGEMENT CONTROL

The proposed increase in the authorized numbdrarks 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 Advanced Energy, it
may be possible for Advanced Energy to issue staresmmon stock to dilute the voting power of tiber outstanding shares and increase
the potential cost to acquire control of Advanceebigy. By potentially discouraging initiation of ansolicited takeover attempt, the
proposed increase in the authorized shares matythmiopportunity for stockholders to dispose @fitlshares at the higher price generally
available in takeover attempts or that may be albdl under a merger proposal.

The proposed amendment also may have the eff@arofitting Advanced Energy's current managemeab,dting the current Board of
Directors, to retain their positions, and placenthie a better position to resist changes that $tolclers may wish to make if dissatisfied with
the conduct of Advanced Energy's business.
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REQUIRED VOTE

Approval of the proposed amendment to the Certdicd Incorporation to increase the authorizedtadipation of Advanced Energy, as
described above, requires the affirmative (FOR®\afta majority of the shares present at the mgetimd entitled to vote on this matter.
Unless otherwise instructed on the proxy cardptioay holders will vote the proxies received byrthEOR this proposal. Abstentions and
broker non-votes will have the effect of voting exgathe proposal.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THEROPOSED INCREASE IN THE NUMBER OF AUTHORIZED
SHARES OF ADVANCED ENERGY'S COMMON STOCK FROM 40 MIION SHARES TO 55 MILLION SHARES.

PROPOSAL NO. 3
AMENDMENT OF 1995 STOCK OPTION PLAN

On February 7, 2001 the Board of Directors amernded 995 Stock Option Plan (the "Option Plan"),jeabto stockholder approval, to
increase the number of shares of common stockbssuader the plan to Advanced Energy's employaies;tors and advisors from
5,625,000 shares to 8,125,000 shares, subjecptoad by the stockholders at the meeting. A cophe Option Plan may be obtained from
the Plan Administrator at Advanced Energy's corgoodfices at 1625 Sharp Point Drive, Fort Colli@slorado 80525; telephone number:
970-221-4670.

OVERVIEW

The stated purposes of the Option Plan are to geaaimeans by which Advanced Energy can seekamrie services of its existing
employees, directors and consultants, to secureedaith the services of new employees, directodscamsultants and to provide incentives
for such persons to exert maximum efforts for thecess of Advanced Energy.

Options to purchase common stock may be issued unel®©ption Plan to any person employed by Advdrifeergy, including an officer or
director, or to any other person who is paid by &uted Energy to render consulting services. In &89 the Option Plan was amended to
fix the number of shares issuable under the pl&n65,000 shares. At that time, approximately 4 & sons were eligible to receive options
under the Option Plan. Since that time, Advanceer§nhas grown substantially through internal depelent and acquisitions. As of March
12, 2001, approximately 1,557 persons were eligibleceive options under the Option Plan.

Advanced Energy believes that options are a cliticenponent of its employees' compensation. As afd 12, 2001, options to purchase an
aggregate of 5,148,139 shares of common stock éean granted since the inception of the Option RId®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 Advanced Energg-term growth and success, including
persons who join Advanced Energy in connection @&iuisitions and other business transactions.

If the proposed amendment to the Option Plan isaqaal, the Board of Directors intends to grantamito Advanced Energy's employees
and consultants from time to time during 2001. phesons to whom Advanced Energy grants optiongedisas the number and terms of the
options, will be determined by the Board of Direstm its discretion. The Board of Directors has made any determinations as to the
allocation of additional options in 2001 among #meployees, officers and consultants.

The potential benefit to be received from an optsodependent on increases in the market prickeo€bmmon stock. The ultimate dollar
value of the options that have been or may be gdamhder the Option Plan is not currently asceatalsn As of March 28, 2001, the closing
price of the common stock on the Nasdaq Nationakktavas $28.188 per share.

16



CERTAIN INFORMATION REGARDING THE PLAN
Administration by the Board of Directors

The Board of Directors administers the Option PTEme Board grants options from time to time to sield employees and advisors, and sets
the terms and conditions of the options. The Boaagt amend or terminate the Option Plan at any sintefor any reason, subject to any
required regulatory approval and stockholder apgitdstockholder approval shall be required if theeadment effects any of the following:

- increases the number of shares issuable undgtahge

- modifies the requirements as to eligibility farpicipation 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 followjmarameters:
- the term of any option may not be longer than(1€)) years from the date of grant;
- the exercise price of an incentive stock opticaymot be less than 100% of the fair market vafub@®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 twentyeyer(20%) of the underlying common stock per yaad

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

At a meeting held on December 13, 2000 the Boalliifctors amended the Option Plan to eliminateatlthority to reprice options.

Incentive stock options (1ISOs) are options thatimtended to qualify for favorable treatment un8ection 422 of the Tax Code. All other
options are nonstatutory stock options (NSOs).

Exercise of Options

Payment of the exercise price of an option may bdarin cash or in any other form of legal consitiencthat is approved by the Board of
Directors. Other forms of legal consideration nragiude other shares of common stock, full recoprsenissory notes or other deferred
payment arrangements.

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 ¢ptionee or Advanced Energy by reason of the grhah ISO or NSO under the Option
Plan.
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Incentive Stock Options

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

The holder of an ISO does not recognize taxablenrecuntil he or she sells or otherwise disposésedtommon stock acquired on exercise
of the option. For federal income tax purposegssaf stock acquired on exercise of an ISO areldivinto two categories: qualifying
dispositions and disqualifying dispositions. In@rfor 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-tezapital gain equal to the excess, if any,
of the sale price of the shares over the exergise pf the ISO. Upon a disqualifying disposititime 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 disfion, Advanced Energy may be entitled to a lessrexpense deduction in the year and to
the extent that ordinary income is recognized leysthlling employee 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. AdvancedrBy will be entitled (subject to the
requirement of reasonableness, the provisions afd@el62(m) of the Tax Code and the satisfactibceotain tax reporting obligations) to a
corresponding business expense deduction in theayehto the extent year that ordinary income é®gaized by the 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 theace and the seller's tax basis in the
shares sold. Generally, the seller's tax basisdarshares 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 theestor more than a year prior to the sale. Thenerally are no federal income tax
consequences to Advanced Energy by reason of la@saommon stock acquired by an employee or dtarsuupon exercise of an NSO.

Capital Gains

Long-term capital gains will be taxed at a ratd @% (for persons in the 15% tax bracket) or 20% ¢tber individuals), if the shares were
held for more than one year from the exercise efaption. Capital losses may generally be usedfsetocapital gains and are available to
offset up to $3,000 or ordinary income in a givaxable year. Individuals may carry forward unusagital 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 Advanced Eedjto optionees who are resident
in the United States. The summary is based onufremt provisions of the Tax Code and the regutatithereunder and on Advanced
Energy's understanding, in consultation with itgalecounsel, of the current administrative prastiokthe Internal Revenue Service.
Participants in the Option Plan have been advisebtain independent advice from their own tax sois.
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REQUIRED VOTE

Approval of the proposed amendment to the 1995k3Bmtion 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 presenbhateeting and entitled to vote. Unless
otherwise instructed on the proxy card, the proalgérs will vote the proxies received by them F@R proposal.

Approval of this proposal also requires approvahef proposed amendment to the Certificate of mm@tion to increase the authorized
capitalization of Advanced Energy. See PROPOSAL RI©.Increase in the Authorized Number of ShafégSammmon Stock.

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 UNDERJCH PLAN FROM 5,625,000 SHARES TO 8,125,000
SHARES.

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

On February 7, 2001, the Board of Directors amertdedirector Plan, subject to stockholder approwaincrease the number of shares of
common stock issuable to the nemployee directors under such plan from 100,000eshta 200,000 shares. A copy of the Director Riay
be obtained from the Plan Administrator at AdvanEeeérgy's corporate offices at 1625 Sharp Pointé)irort Collins, Colorado 80525;
telephone number: 970-221-4670.

OVERVIEW

The stated purpose of the Director Plan is to gl®a means by which each non-employee directodehAced Energy can be given an
opportunity to purchase stock of Advanced Energyvaficed Energy also uses the Director Plan to teerdtain the services of its current
non-employee directors, to secure and retain thaces of new non-employee directors and to proimgentives for such persons to exert
maximum efforts for the success of Advanced Enefglvanced Energy believes that the options graatetkr the Director 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 Advedd&nergy, but not otherwise an employee of oraitenst to Advanced Energy. Directors of
subsidiaries of Advanced Energy are not eligiblpadicipate in the Director Plan.

The Director Plan provides for the grant of optitmgach non-employee director upon his first béngra nonemployee director and on e
anniversary thereafter. See "-- Certain Informaiagarding the Director Plan.”" The Board of Direstioas eight members, six of whom are
non-employee directors. The Board of Directors eipthat it will continue to have at least six remployee directors for the foreseeable
future. In addition, although no increase in ttee gf the Board of Directors is planned, the BazrDirectors expects that, if the size of the
Board is increased, any new director positiondyikéll be filled with non-employee directors.

The potential benefit to be received from an optsodependent on increases in the market prickeo€bmmon stock. The ultimate dollar
value of the options that have been or may be gdambder the Director Plan is not currently asasatsle. On March 28, 2001, the closing
price of the common stock as reported on the NabBlzdigpnal Market was $28.188 per share.
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CERTAIN INFORMATION REGARDING THE DIRECTOR PLAN
Automatic Grants
Each non-employee director automatically is gramteder the Director Plan the following options:
- an option to purchase 7,500 shares of commoik sipon first becoming a non-employee director; and

- an option to purchase an additional 2,500 shafresmmon stock on each anniversary of the paditifpecoming a non-employee director,
so long as the director continues to serve as eengloyee director.

Advanced Energy expects that, in 2001, automatatgrto purchase an aggregate of 15,000 shareBenitlade to the non-employee
directors. Such expectation assumes that the dudiettors will be re-elected at the annual mepéind that no new non-employee directors
will be elected to the Board of Directors duringdd20

If a change is made to the common stock of Advaraeetgy, the Board of Directors may make approgpratjustments to the number of
shares subject to the then outstanding options prdgosed increase in the number of authorizedeshafrcommon stock (see PROPOSAL
NO. 2), however, would not result in any adjustmarthe options outstanding under the Director F

Vesting of Options

Options granted upon a person first becoming aeroployee director are immediately vested and esa&bée as to 2,500 shares and become
vested and exercisable as to an additional 2,58@slon each of the second and third anniversatyeajrant date, provided that the director
continuously serves as a director, employee oruitarg of Advanced Energy during such time. Optigranted on an anniversary of the
person becoming a non-employee director vest aodrne exercisable in full on the third anniversaryhe grant date provided that the
director continuously serves as a director, emmayeconsultant of Advanced Energy during that time

Exercise of Options

Options are granted under the Director Plan at 10D8e fair market value of the common stock satije such options on the grant date.
The Board of Directors uses the closing price efdbmmon stock, as reported on the Nasdaq Natidagket, on the trading day of the grant
date as the fair market value of the common stbhk. most recent grants of options under the Dired@an were made in October 2000, at
an exercise price of $30.625 per share.

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 ddig period to avoid a charge to Advanced
Energy'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 Advanced Energy terminates, for anyaeas no reason, any options held by such persasect® vest as of the service termina
date and each such option terminates on the eafltee scheduled expiration date of the optiotherdate which is six months after the
service termination date.
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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 issthreiving 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 othepayty
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 madetpart with changes in the Tax
Code, the Employee Retirement Income Security A&9d4 or the regulations under such statutes.kBtder 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.

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 Advanced Energy by reagdheogrant 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 exgpcise of the option. Taxes on self-
employment income also may apply to the exercisimg-employee director. Advanced Energy will be téadi

(subject to the requirement of reasonablenesgrthasions 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 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 atrandi income tax rates.

When a non-employee director sells common stockissd| on exercise of an option granted under tlreddr Plan, the selling noemployer
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 ordinargiime recognized on exercise of the option. Whetheigain or loss recognized is a lomegm

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
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individuals), if the shares were held for more tbae year from the exercise of the option. Capatsdes may generally be used to offset
capital gains and are available to offset up t®@®3,0r ordinary income in a given taxable yearidigdials may carry forward unused capital
losses indefinitely. There generally are no feder@me tax consequences to Advanced Energy bpmeafsa 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-empéogizector is deemed to have received a "paraghayment"” within the meaning of section
280G of the Tax Code, Advanced Energy will not ble@o deduct any amounts that are "excess pam@ayments" within the meaning of
such Tax Code section.

The foregoing summarizes the principal United Stételeral income tax consequences to Advanced E@@djto non-employee directors
who are resident in the United States. The sumisargsed on the current provisions of the Tax Goukthe regulations thereunder and on
Advanced Energy's understanding, in consultatidh s legal counsel, of the current administrafivactices of the Internal Revenue
Service. Non-employee directors have been advisetitain independent advice from their own tax sors.

REQUIRED VOTE

Approval of the proposed amendment to the 1995 Eimployee Directors Stock Option Plan to increasenbmber of shares of common
stock issuable under the plan, as described abeguires the affirmative (FOR) vote of a majorifytloe shares present at the meeting and
entitled to vote. Unless otherwise instructed anphoxy card, the proxy holders will vote the pesxieceived by them FOR this proposal.

THE BOARD OF DIRECTORS OF ADVANCED ENERGY RECOMMENDA VOTE "FOR" AMENDMENT OF THE 1995 NON-
EMPLOYEE DIRECTORS' STOCK OPTION PLAN TO INCREASHE NUMBER OF SHARES OF COMMON STOCK ISSUABLE
THEREUNDER FROM 100,000 SHARES TO 200,000 SHARES.

PROPOSAL NO. 5
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

Arthur Andersen LLP has been Advanced Energy'spedéent auditors since 1994. On February 7, 20@1Atdit and Finance Committee
recommended to the Board of Directors, and the doaDirectors approved, the continued appointneéirthur Andersen LLP for 2001. If
the stockholders fail to ratify the appointmentathur Andersen LLP, the Board of Directors and #halit and Finance Committee will
reconsider their selection.

Audit services of Arthur Andersen LLP during 200@luded the examination of the consolidated finalngiatements of Advanced Energy
and services related to filings with the Securitied Exchange Commission and other regulatory Bodie

The Audit and Finance Committee of Advanced Enémggnds to meet with Arthur Andersen LLP in 2001aoguarterly or more frequent
basis. At such times, the Audit and Finance Conemittill review the services performed by Arthur Angen LLP, as well as the fees
charged for such services.

A representative of Arthur Andersen LLP is expedtete present at the meeting and will have an dppity to make a statement if he or ¢
so desires. Moreover, the representative is expgeotbe available to respond to appropriate questitom the stockholders.

FEES BILLED BY ARTHUR ANDERSEN LLP
Audit Fees

The aggregate of the fees billed to Advanced Enbygirthur Andersen LLP for professional servicesdered for the audit of the 2000
annual financial statements and reviews of thetgdgrfinancial statements during 2000 was $136,000
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Other Fees

In addition to the audit fees above, Arthur AndarkeP billed Advanced Energy for the following s&ms: Acquisition related reviews and
opinion fees were $147,868. No other services weseided by Arthur Andersen LLP.

The Audit and Finance Committee considered theraatnd extent of the foregoing services and feée tcompatible with maintaining
Arthur Andersen LLP's independence.

Financial Information Systems Design and Implementéon Services
During 2000, Arthur Andersen LLP did not provideyaf the following services to Advanced Energy:
- operating or supervising the operation of AdvahEeergy's information system
- managing Advanced Energy's local area network

- designing or implementing a hardware or softwatgtem that aggregates source data underlyindgrthiedial statements or generates
information that is significant to Advanced Eneggfjhancial statements taken as a whole

REQUIRED VOTE

Ratification of the appointment of Arthur AnderddrP as the independent auditors for Advanced Engrg2001 requires the affirmative
(FOR) vote of a majority of the shares presenhatteeting and entitled to vote. Unless otherwistruicted on the proxy card, the proxy
holders will vote the proxies received by them FBR proposal.

THE BOARD OF DIRECTORS OF ADVANCED ENERGY RECOMMENDA VOTE "FOR" RATIFICATION OF ARTHUR
ANDERSEN LLP AS INDEPENDENT AUDITORS FOR ADVANCEDNERGY FOR 2001.

PROPOSALS OF STOCKHOLDERS

Proposals that a stockholder desires to have iadlid Advanced Energy's proxy materials for the28@nual Meeting of Stockholders of
Advanced Energy in accordance with SEC Rule 14a:8tine received by the Secretary of Advanced Enatr@g principal office (1625
Sharp Point Drive, Fort Collins, Colorado 80525)later than December 10, 2001 in order to be censdifor inclusion in such proxy
materials. The proxy solicited by management of @&ubed Energy for the 2002 Annual Meeting of Stoddés will confer discretionary
authority to vote on any stockholder proposal pneei at that meeting, unless Advanced Energy igighed with notice of the proposal no
later than February 23, 2002.

FORM 10-K

A copy of Advanced Energy's 2000 Annual Report omi10-K will be available without charge upon reguto: Investor Relations,
Advanced Energy Industries, Inc. 1625 Sharp Poimtd) Fort Collins, Colorado 80525; telephone nunth&)-221-4670.
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OTHER MATTERS

It is important that your stock be representedhatrheeting, regardless of the number of shareythahold. You are therefore urged to
execute and return, at your earliest conveniemeeatcompanying proxy card in the envelope thabkas enclosed or to deliver your proxy
by telephone or through the Internet. Instructiasgo how to deliver your proxy are included irstpioxy statement under the caption
"Delivery and Revocability of Proxies" on page 2lam the proxy card.

THE BOARD OF DIRECTORS
Dated: April 9, 2001
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APPENDIX A
ADVANCED ENERGY INDUSTRIES, INC.
1995 STOCK OPTION PLAN

ADOPTED JUNE 6, 1993
AS AMENDED AND RESTATED SEPTEMBER 20, 1995
AND AS FURTHER AMENDED FEBRUARY 10, 1998, FEBRUARY 9, 1999,
DECEMBER 13, 2000 AND FEBRUARY 7, 2001

1. PURPOSES.

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

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

(c) The Company intends that the Options issue@utiek 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 separateicatifor certificates will be issued for shareschased on exercise of each type of Option.

2. DEFINITIONS.

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

(b) "Board" means the Board of Directors of the @amy.

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

(d) "Committee" means a Committee appointed byBb&rd in accordance with subsection 3(c) of thaPla
(e) "Company" means Advanced Energy Industries, mBelaware corporation.

(f) "Consultant” means any person, including anisaty engaged by the Company or an Affiliate todemconsulting services and who is
compensated for such services, provided that tine " €onsultant” shall not include Directors who pegd only a director's fee by the
Company or who are not compensated by the Comparthédir services as Directors.

(9) "Continuous Status as an Employee, Direct@@anmsultant” means the employment or relationshig Bgector or Consultant is not
interrupted or terminated. The Board, in its sagektion, may determine whether Continuous Stasusn Employee, Director or Consultant
shall be considered interrupted in the case o) leave of absence approved by the Board, imgugick leave, military leave, or any other
personal leave; or (ii) transfers between locatminthie Company or between the Company, Affiliadetheir successors.
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(h) "Covered Employee" means the Chief Executivic®f and the four (4) other highest compensatédess of the Company.
(i) "Director" means a member of the Board.

(j) "Disinterested Person" means a Director whbegi(i) was not during the one year prior to sends an administrator of the Plan grante
awarded equity securities pursuant to the Plamypmogher plan of the Company or any of its affaéisientitling the participants therein to
acquire equity securities of the Company or anigsoéffiliates except as permitted by Rule 16b-@X)); or (ii) is otherwise considered to be
a "disinterested person" in accordance with Rule-3@)(2)(i), or any other applicable rules, rediolas or interpretations of the Securities
and Exchange Commission.

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

() "Exchange Act" means the Securities ExchangeoAd934, as amended.

(m) "Fair Market Value" means the value of the camnmstock as determined in good faith by the Boaudlia a manner consistent with
Section 260.140.50 of Title 10 of the Californiademf Regulations.

(n) "Incentive Stock Option" means an Option inethdo qualify as an incentive stock option wittie meaning of Section 422 of the Code
and the regulations promulgated thereunder.

(0) "Nonstatutory Stock Option" means an Optioninténded to qualify as an Incentive Stock Option.

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

(q) "Option" means a stock option granted purst@aittie Plan.

(r) "Option Agreement” means a written agreemenwben 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 Cltastiwho holds an outstanding Option.

(t) "Outside Director" means a Director who eitfi¢iis not a current employee of the Company otafiliated corporation” (as defined in t
Treasury regulations promulgated under Sectionrpd the Code), is not a former employee of thenBany or an affiliated corporation
receiving compensation for prior services (othantbenefits under a tax qualified pension plan} mat an officer of the Company or an
affiliated corporation at any time, and is not emtty receiving compensation for personal servinemy capacity other than as a Director, or
(i) is otherwise considered an "outside direcfor'purposes of Section 162(m) of the Code.

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

(v) "Rule 16b-3" means Rule 16b-3 of the Exchangedk any successor to Rule 16b-3, as in effectwdigcretion is being exercised with
respect to the Plan.

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 @pfiethen and how each Option shall be
granted; whether an Option will be an Incentivec&t@ption or a Nonstatutory Stock Option; the psouis of each Option granted (which
need not be
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identical), including the time or times such Optioay be exercised in whole or in part; and the nemalb shares for which an Option shall be
granted to each such person.

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

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

(c) The Board may delegate administration of trenRb a committee composed of not fewer than tyon@mbers (the "Committee"), all of
the members of which Committee shall be Disintex$tersons and may also be, in the 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 administradiotie Plan. Additionally, prior to the date oétfirst registration of an equity security of
the Company under Section 12 of the Exchange Ad nmtwithstanding anything to the contrary corgdiherein, the Board may delegate
administration of the Plan to any person or persomksthe term "Committee” shall apply to any pemsiopersons to whom such authority has
been delegated. Notwithstanding anything in thistiSe 3 to the contrary, the Board or the Committesy delegate to a committee of one or
more members of the Board the authority to grartddp to eligible persons who (1) are not then ectjo Section 16 of the Exchange Act
and/or (2) are either (i) not then Covered Emplsyaad are not expected to be Covered Employeés éinte of recognition of income
resulting from such Option, or (ii) not personshwiéspect to whom the Company wishes to comply @&ébtion 162(m) 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 Corttee 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 eight million one hedidwenty-five thousand (8,125,000) shares of the@any's common stock. If any Option
shall for any reason expire or otherwise terminiat@/hole or in part, without having been exercigeflll, the stock not purchased under
such Option shall revert to and again become adailfar issuance under the Plan.

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

(&) Incentive Stock Options may be granted onligitployees. Nonstatutory Stock Options may be gcaobdy to Employees, Directors or
Consultants.

(b) A Director shall in no event be eligible foetbenefits of the Plan unless at the time disanéiexercised in the selection of the Director
as a person to whom Options may be granted, ¢reiniétermination 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 whiohsists 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 ségwf the Company under

Section 12 of the Exchange Act, or (ii) if the Bdar Committee expressly declares that it shallapgty.
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(c) No person shall be eligible for the grant of@tion if, at the time of grant, such person oferss deemed to own pursuant to Section 424
(d) of the Code) stock possessing more than tecepe(10%) of the total combined voting power dfcidsses of stock of the Company or of
any of its Affiliates unless the exercise pricesath Option is at least one hundred ten percef) bf the Fair Market Value of such stock

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

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

6. OPTION PROVISIONS.

Each Option shall be in such form and shall congaich terms and conditions as the Board shall dggaropriate. 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 afterekgiration of ten (10) years from the date it weanged.

(b) Price. The exercise price of each Incentivelsption shall be not less than one hundred pe(d®0%) of the Fair Market Value of the
stock subject to the Option on the date the Opsiaranted. The exercise price of each Nonstatutogk Option shall be not less than
eighty-five percent (85%) of the Fair Market Valfethe stock subject to the Option on the dateQpéon is granted.

(c) Consideration. The purchase price of stock medupursuant to an Option shall be paid, to therbpermitted by applicable statutes and
regulations, either (i) in cash at the time thei@pts exercised, or (ii) at the discretion of B@ard or the Committee, either at the time of the
grant or exercise of the Option, (A) by deliventhe Company of other common stock of the CompéBlyaccording to a deferred payment
or other arrangement (which may include, withomifing the generality of the foregoing, the usethifer common stock of the Company)
with the person to whom the Option is granted arth@m the Option is transferred pursuant to sulme&(d), or (C) in any other form of
legal consideration that may be acceptable to trerd

In the case of any deferred payment arrangementgeist 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 amt®wther than amounts stated to be
interest under the deferred payment arrangement.

(d) Transferability. An Incentive Stock Option shadt be transferable except by will or by the laafslescent and distribution, and shall be
exercisable during the lifetime of the person tmmtthe Incentive Stock Option is granted only bghsperson. A Nonstatutory Stock Option
shall not be transferable except by will or by ldaes of descent and distribution or pursuant taiaified domestic relations order satisfying
the requirements of Rule 16b-3 and the rules thmeteu(a "QDRO"), and shall be exercisable durirglifietime of the person to whom the
Option is granted only by such person or any tiemesf pursuant to a QDRO. The person to whom the®jst granted may, by delivering
written notice to the Company, in a form satisfagto the Company, designate a third party whahaevent of the death of the Optionee,
shall thereafter be entitled to exercise the Option

(e) Vesting. The total number of shares of stodkestt to an Option may, but need not, be allottegariodic installments (which may, but
need not, be equal). The Option Agreement may geothat from time to time during each of such ilstant 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 mapdsed on performance or other crite

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

(f) Securities Law Compliance. The Company may iegany Optionee, or any person to whom an Opsdnainsferred under subsection 6
(d), as a condition of exercising any such Opt{@hto give written assurances satisfactory toGbenpany as to the Optionee's knowledge
and experience in financial and business mattet®ato employ a purchaser representative reaspsatisfactory to the Company who is
knowledgeable and experienced in financial andriass matters, and that he or she is capable afatirad, alone or together with the
purchaser representative, the merits and riskgertcesing the Option; and (2) to give written asswes satisfactory to the Company stating
that such person is acquiring the stock subjetiiédOption for such person's own account and nibt any present intention of selling or
otherwise distributing the stock. The foregoinguiegments, and any assurances given pursuant toregairements, shall be inoperative i
the issuance of the shares upon the exercise @phien has been registered under a then curreffégtive registration statement under the
Securities Act of 1933, as amended (the "Secuit®), or (ii) as to any particular requirementl@termination is made by counsel for the
Company that such requirement need not be meeigitbumstances under the then applicable secitéies. The Company may, upon
advice of counsel to the Company, place legendstark certificates issued under the Plan as sughsad deems necessary or appropriate in
order to comply with applicable securities lawsluding, but not limited to, legends restricting tinansfer of the stock.

(9) Termination of Employment or Relationship d3igector or Consultant. In the event an Option€satinuous Status as an Employee,
Director or Consultant terminates (other than ufhenOptionee's death or disability), the Optiones mxercise his or her Option (to the
extent that the Optionee was entitled to exertiaethe date of termination) but only within symriod of time ending on the earlier of (i) the
date three (3) months after the termination of@ptionee’s Continuous Status as an Employee, BirectConsultant (or such longer or
shorter period, which in no event shall be less théty (30) days, specified in the Option Agree)eor (ii) the expiration of the term of the
Option as set forth in the Option Agreement. Ifeafermination, the Optionee does not exercis@hier Option within the time specified in
the Option Agreement, the Option shall terminatel the shares covered by such Option shall reserht again become available for
issuance under the Plan.

(h) Disability of Optionee. In the event an OptielseContinuous Status as an Employee, Directoioos@tant terminates as a result of the
Optionee's disability, the Optionee may exerciseohiher Option (to the extent that the Optiones &rditled to exercise it at the date of
termination), but only within such period of timeding on the earlier of (i) the date twelve (12)ntts following such termination (or such
longer or shorter period, which in no event shalldss than six (6) months, specified in the Opfigneement), or

(i) the expiration of the term of the Option a$ feeth in the Option Agreement. If, at the dat@eimnination, the Optionee is not entitled to
exercise his or her entire Option, the shares @alvby the unexercisable portion of the Option stealért to and again become available for
issuance under the Plan. If, after termination Qipdionee does not exercise his or her Option withé time specified herein, the Option sl
terminate, and the shares covered by such Optialhrslvert to and again become available for issaamder the Plan.

(i) Death of Optionee. In the event of the deathrofOptionee during, or within a period specifiedie Option after the termination of, the
Optionee's Continuous Status as an Employee, DirectConsultant, the Option may be exercisedh#oetxtent the Optionee was entitled to
exercise the Option at the date of death) by théo®ge's estate, by a person who acquired the togétercise 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 againdee available for issuance under the Plan. Ify aféath, the Option is not exercised within
the time specified
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herein, the Option shall terminate, and the sheogsred by such Option shall revert to and agagoire available for issuance under the
Plan.

(j)) Early Exercise. The Option may, but need nutjtuide a provision whereby the Optionee may eleahg time while an Employee, Direct
or Consultant to exercise the Option as to any qraatl of the shares subject to the Option priothie full vesting of the Option. Any unvest
shares so purchased shall be subject to a repercighs in favor of the Company, with the repurahpsice to be equal to the original
purchase price of the stock, or to any other re#ir the Board determines to be appropriate; piej however, that (i) the right to
repurchase at the original purchase price shadla a minimum rate of twenty percent (20%) par pwer five (5) years from the date the
Option was granted, and (ii) such right shall bereisable only within (A) the ninety (90) day petifollowing the termination of employme
or the relationship as a Director or Consultan{B)rsuch longer period as may be agreed to byCttrapany and the Optionee (for example,
for purposes of satisfying the requirements of i8act202(c)(3) of the Code (regarding "qualifiedadnbusiness stock™)), and (iii) such right
shall be exercisable only for cash or cancellatibpurchase money indebtedness for the sharesld&tieuright of repurchase be assigned by
the Company, the assignee shall pay the Compatyezpsl to the difference between the original pase price and the stock's Fair Market
Value if the original purchase price is less tHaamgtock's Fair Market Value.

(k) Withholding. To the extent provided by the terof an Option Agreement, the Optionee may satisfyfederal, 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 stoakwtke issuable to the participant as a
result of the exercise of the Option; or (3) ddiing to the Company owned and unencumbered shatee common stock of the Company.

7. COVENANTS OF THE COMPANY.

(a) During the terms of the Options, the Comparsll#eep 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 uporceeeof the Options; provided, however, that thidertaking shall not require the Company
to register under the Securities Act either thenPday Option or any stock issued or issuable fansto any such Option. If, after reasonable
efforts, the Company is unable to obtain from amghsregulatory commission or agency the authortyctv counsel for the Company deems
necessary for the lawful issuance and sale of stadler the Plan, the Company shall be relieved fmosnliability for failure to issue and sell
stock upon exercise of such Options unless antisuth authority is obtained.

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

(a) Neither an Optionee nor any person to whom piio® is transferred under subsection 6(d) 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.
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(c) Nothing in the Plan or any instrument execute®ption granted pursuant thereto shall confenugoy Employee, Director, Consultant or
Optionee any right to continue in the employ of @@mpany or any Affiliate or to continue actingeaBirector 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 wéhpect to which Incentive Stock Options
granted after 1986 are exercisable for the firsetby any Optionee during any calendar year untlptaams of the Company and its Affiliates
exceeds one hundred thousand dollars ($100,0@0Dtions or portions thereof which exceed sucit [fatcording to the order in which
they were granted) shall be treated as Nonstat@&togk Options.

10. ADJUSTMENTS UPON CHANGES IN STOCK.

() If any change is made in the stock subjedh¢oRtlan, or subject to any Option (through mergensolidation, reorganization,
recapitalization, stock dividend, dividend in prageother than cash, stock split, liquidating diemdi, combination of shares, exchange of
shares, change in corporate structure or otherwtise)Plan will be appropriately adjusted in thessles) and maximum number of shares
subject to the Plan pursuant to subsection 4(a}t@daximum 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 but the shafdee Company's common stock outstanding immeljigareceding the merger are
converted by virtue of the merger into other propexhether in the form of securities, cash or othge then to the extent permitted by
applicable law: (i) any surviving corporation shetlsume any Options outstanding under the Plahadirsibstitute similar Options for those
outstanding under the Plan, or (ii) such Optioraistontinue in full force and effect. In the evemly surviving corporation refuses to assume
or continue such Options, or to substitute sindlations for those outstanding under the Plan, e Options shall be terminated if not
exercised prior to such event. In the event ofsaalution or liquidation of the Company, any Opsiautstanding under the Plan shall
terminate if not exercised prior to such event.

11. AMENDMENT OF THE PLAN.

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

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

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

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

(b) The Board may in its sole discretion submit athyer amendment to the Plan for stockholder amdrancluding, but not limited to,
amendments to the Plan intended to satisfy theinmgents of Section 162(m) of the Code and thelatigms promulgated thereunder
regarding the exclusion of performantased compensation from the limit on corporate difoility of compensation paid to certain execu
officers.
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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 consehegferson to whom the Option was granted andyih person consents 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 is adopted bBtieed or approved by the stockholders of the Campahichever is earlier. No Options
may be granted under the Plan while the Plan igended or after it is terminated.

(b) Rights and obligations under any Option grantéde the Plan is in effect shall not be alterednapaired by suspension or termination of
the Plan, except with the consent of the persavhtom 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) mosthefore 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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APPENDIX B
ADVANCED ENERGY INDUSTRIES, INC.
1995 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN

ADOPTED ON SEPTEMBER 20, 1995,
AS AMENDED ON FEBRUARY 9, 1999 AND FEBRUARY 7, 2001

1. PURPOSE.

(&) The purpose of the 1995 N&mployee Directors' Stock Option Plan, as amenttedd"Plan") is to provide a means by which eachal
of Advanced Energy Industries, Inc. (the "Compamwhp is not otherwise an employee of or consultanhe 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 trtime (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 inceggior 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 trenRb a committee composed of not fewer than twan@mbers of the Board (the
"Committee"). If administration is delegated to an@nittee, the Committee shall have, in connectigh the administration of the Plan, the
powers theretofore possessed by the Board, subj@egver, to such resolutions, not inconsistent Wit provisions of the Plan, as may be
adopted from time to time by the Board. The Boaay mbolish the Committee at any time and revesterBoard the administration of the
Plan.

3. SHARES SUBJECT TO THE PLAN.

(a) Subject to the provisions of paragraph 10 irgdatio adjustments upon changes in stock, the gtatkmay be sold pursuant to options
granted under the Plan shall not exceed in theegigge Two Hundred Thousand (200,000) shares @@ dnepany's common stock. If any
option granted under the Plan shall for any re@sgire or otherwise terminate without having beeereised in full, the stock not purchased
under such option shall again become availabl¢h@iPlan.

(b) The stock subject to the Plan may be unisshatks or reacquired shares, bought on the marlatherwise.
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.
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(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 (2,5B@res of common stock of the Company (an "An@uaht") on the terms and
conditions set forth herein.

6. OPTION PROVISIONS.
Each option shall be subject to the following telans conditions:

(a) The term of each option commences on the ta@ranted and, unless sooner terminated assghtHerein, 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, aibophay be exercised following
termination of the optionee's service as a direst@mployee of or consultant to the Company orAffifiate of the Company only as to that
number of shares as to which it was exercisabliemate of termination of such service under tiowipions of subparagraph 6(e).

(b) The exercise price of each option shall belwredred percent (100%) of the fair market valughefstock 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 tmbeuof shares being purchased upon an exercis@d8 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

(if) Provided that at the time of the exercise @mmpany's common stock is publicly traded and guoggularly in the Wall Street Journal,
payment by delivery of shares of common stock ef@ompany already owned by the optionee, heldh®period 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.

Notwithstanding the foregoing, this option may Bereised pursuant to a program developed under|Rimu T as promulgated by tl
Federal Reserve Board which results in the recdipash (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 18hmnder the Securities Exchange Act of 1934, asdetk (the "DRQO"), 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 Optigmasted may, by delivering written notice to then@pany, in a form satisfactory to the
Company, designate a third party who, in the evéttte death of the Optionee, shall thereafterriigtled 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 pri@uch 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 thataptonee has, during the
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entire period prior to such vesting date, contiralpgerved as a director or employee of or constittathe Company or any Affiliate of the
Company.

(f) The Company may require any optionee, or amgg@eto whom an option is transferred under sulyapd 6(d), as a condition of
exercising any such option: (i) to give written@ssices satisfactory to the Company as to the mgtis knowledge and experience in
financial and business matters; and (ii) to givétem assurances satisfactory to the Company gtétist such person is acquiring the stock
subject to the option for such person's own accandtnot with any present intention of selling thveswise distributing the stock. These
requirements, and any assurances given pursuaatkorequirements, shall be inoperative if (i)idsiance of the shares upon the exercise of
the option has been registered under a then-ciyreffiective registration statement under the SiéiesrAct 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 SecuritiesoAdf such shares are not then so registered;tilepany 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 underRlan, 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 uporciesezof the options granted under the Plan; pexjidhowever, that this undertaking shall not
require the Company to register under the Secsitie either the Plan, any option granted undePtlag, or any stock issued or issuable
pursuant to any such option. If, after reasonafit@te, the Company is unable to obtain from angtstegulatory commission or agency the
authority which counsel for the Company deems resrgsor the lawful issuance and sale of stock utiie Plan, the Company shall be
relieved from any liability for failure to issue ésell stock upon exercise of such options.

8. USE OF PROCEEDS FROM STOCK.
Proceeds from the sale of stock pursuant to optioasted under the Plan shall constitute generalfwf the Company.
9. MISCELLANEOUS.

(a) Neither an optionee nor any person to whompdiow is transferred under subparagraph 6(d) flsatieemed 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 pacon has satisfied all requirements for
exercise of the option pursuant to its terms.

(b) Throughout the term of any option granted panguo the Plan, the Company shall make availabtke holder of such option, not later
than one hundred twenty (120) days after the addsach 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 oftbmpany provided for in the Bylaws
the Company and such other information regardiegdbmpany as the holder of such option may reaspnedpest.

(c) Nothing in the Plan or in any instrument exedupursuant thereto shall confer upon any Non-Eyggdirector 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.
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(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 in@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 inhatethe 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.

(f) As used in this Plan, fair market value measspf any date, the value of the common stockeftbmpany determined as follows:

(i) If the common stock is listed on any establ@lstock 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 subkressource as the Board deems reliable;

(ii) If the common stock is quoted on The Nasdag@Boap Market or is regularly quoted by a recogdigecurities dealer but selling prices
are not reported, the Fair Market Value of a sloimdmmon stock shall be the mean between therudaaked 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 marketliercommon stock, the Fair Market Value shall bemieined in good faith by the Board.
10. ADJUSTMENTS UPON CHANGES IN STOCK.

(a) If any change is made in the stock subjedb¢oRtlan, or subject to any option granted undePtha (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 optionsvélbppropriately adjusted in the class(es)
and maximum number of shares subject to the Pldrtenclass(es) and number of shares and pricghpee 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
converted by virtue of the merger into other prope~hether in the form of securities, cash or othige; 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 exeracialli be accelerated and the options terminatedtiéxercised prior to such event.

11. AMENDMENT OF THE PLAN.

(a) The Board at any time, and from time to timayramend the Plan, provided, however, that the @shall not amend the plan more than
once every six (6) months, with respect to the jsious of the Plan which relate to the amount,gé&nd timing of grants, other than to
comport with changes in the Code, the Employeer®atnt Income Security Act, or the rules thereunBrcept as provided in paragraph 10
relating to adjustments upon changes in stockmenaiment shall be effective unless approved by the
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stockholders of the Company within twelve (12) ninsnbefore or after the adoption of the amendmehnérarthe amendment will:
() 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 gf¢hson to whom the option was granted and
(i) such person consents 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.

(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 conditsabsequent that the Plan is approved by
the stockholders of the Company.

(b) No option granted under the Plan shall be esedcor exercisable unless and until the conditiosubparagraph 13(a) above has been
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It's fast, convenient, and immediate!
Call Toll-Free on a Touch-Tone Phone
1-877-PRX-VOTE (1-877-779-8683).

Follow these four easy steps:

1. Read the accompanying Proxy Statement and
Proxy Card.

2. Call the toll-free number
1-877-PRX-VOTE (1-877-779-8683).

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

4. Follow the recorded instructions.

YOUR VOTE IS IMPORTANT!
Call 1-877-PRX-VOTE anytime!

DO NOT RETURN YOUR PROXY CARD IF Y

PLEASE MARK
[X] VOTES AS IN
THIS EXAMPLE

In addition to the election of Directors, there are
Directors recommends a vote in favor (FOR) of each

1. Election of the following nominees as Directors
(01) Douglas S. Schatz, (02) G. Brent Backman,
(03) Richard P. Beck, (04) Trung T. Doan,

(05) Arthur A. Noeth, (06) Elwood Spedden,
(07) Gerald M. Starek and (08) Arthur W. Zafiro

FOR WITHHELD
ALL [] [1 FROM ALL
NOMINEES NOMINEES
MARK HER
FOR ADDR
[ CHANGE A
NOTE BEL

FOR ALL NOMINEES, EXCEPT VOTE WITHHELD
FROM THE ABOVE NOMINEES:

Signature: Date:

It's fast, convenient, and your vote is immedi ately
confirmed and posted.

Follow these four easy steps:

1. Read the accompanying Proxy Statement and
Proxy Card.

2. Go to the Website
http://www.eproxyvote.com/aeis

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

4. Follow the instructions provided.

YOUR VOTE IS IMPORTANT!
Go to http://www.eproxyvote.com/aeis anytime!

OU ARE VOTING BY TELEPHONE OR INTERNET

ETACH HERE
four proposals being submitted by the Board of Dir ectors. The Board of
of the nominees listed below and in favor (FOR) of each of the other proposals.
2. Approval of an increase in the numbe rof FOR AGAINST ABSTAIN
authorized shares of Advanced Energy
common stock from 40 million shares to55 [] [1 ]
million shares.
poulo.
3. Approval of an amendment to the 1995
Stock Option Plan to increase the to tal [ [1 1]
number of shares of common stock
issuable under the plan from 5,625,0 00
E shares to 8,125,000 shares.
ESSI]
ND 4. Approval of an amendment to the 1995
ow Non-Employee Directors' Stock Option Plan [] [1 1
to increase the number of shares of
common stock issuable under the plan from
100,000 shares to 200,000 shares.
5. Ratification of the appointment of A rthur
Andersen LLP as independent auditors of [1 [1 I[1I
Advanced Energy for 2001.
6. To act upon any other matters of bus iness properly
brought before the meeting.
Please sign exactly as your name appear s hereon. Joint owners
should each sign. When signing as attor ney, executor, administrator,
trustee, or guardian, please give full title as such. If signer is a
corporation, please give full corporate name and have a duly
authorized officer sign, stating title. If signer is a partnership,
please sign in partnership name by auth orized person.
Signature: Dat e:



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 fmer proposals being submitted by the Board oEBtiors. The Board of Directors
recommends a vote in favor (FOR) of each of theiness listed below and in favor (FOR) of each @bither proposals.

The telephone and internet voting procedures asigded to authenticate stockholders' identitiestarallow stockholders to vote their shares
and confirm that their instructions have been prigpecorded. Advanced Energy has been advisedbgsel that the procedures that have
been put in place are consistent with the requirgsnef applicable law. Stockholders voting via theernet should understand that there may
be costs associated with electronic access, sugbagge charges from Internet access providersedghione companies, that would be borne
by the stockholder.

DETACH HERE
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 9, 2001

The undersigned hereby constitutes and appointglBss. Schatz and Richard P. Beck, and each o, this, her or its lawful agents and
proxies with full power of substitution in each,r&present the undersigned, and to vote all oftizges of common stock of Advanced Ene
Industries, Inc. which the undersigned may be lextiio vote at the Annual Meeting of Stockholddrédvanced Energy Industries, Inc.,
1625 Sharp Point Drive, Fort Collins, Colorado oadilesday, May 9, 2001 at 10:00 a.m., local timd,arany adjournment or postponen
thereof, on all matters 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 2-5.

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 TELEPHONER THROUGH THE INTERNET

SEE REVERSE CONTINUED AND TO BE SIGNED ON REVERSE SDE SEE REVERSE
SIDE SIDE

End of Filing
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