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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held May 7, 2003

To Our Stockholders:

The 2003 Annual Meeting of Stockholders ofvAdced Energy Industries, Inc. (Advanced Energyl)lvei held on Wednesday, May 7,
2003, at 10:00 a.m., at Advanced Energy’s corpatitees, 1625 Sharp Point Drive, Fort Collins, @aldo 80525. At the meeting, you will
be asked to vote on the following matters:

1. Election of six directors. The Nominating Comtenit of the Board of Directors of Advanced Energy peoposed that the

stockholders re-elect the following directors: DlasgS. Schatz, Richard P. Beck, Trung T. Doan, &rth Noeth, Elwood Spedden and
Gerald M. Starek

2. Approval of the 2003 Stock Option Plan.
3. Approval of the 2003 Non-Employee Directors’ &t@ption Plan.

4. Approval of an amendment to the Employee Stagkliase Plan to increase the total number of sludirgammon stock issuable
under the plan from 200,000 shares to 400,000 sf

5. Ratification of the appointment of KPMG LLP aslépendent auditors of Advanced Energy for 2003.
6. Any other matters of business properly brougfibte the meeting.
Each of these matters is described in ditdile accompanying proxy statement, dated AprdQQ3.

If you owned common stock of Advanced Eneaagthe close of business on March 17, 2003, yoeatided to receive this notice and to
vote at the meeting.

All stockholders are cordially invited toexttl the meeting in person. However, to assureythatvoice is heard, you are urged to return
the enclosed proxy card as promptly as possihlledrpostage prepaid envelope provided.

By Order of the Board of Directors

Jay L. Margulies
Secretary

Fort Collins, Colorado
April 4, 2003

YOUR VOTE IS IMPORTANT




A_ ADVANCED
L ENERGY

Date: April 4, 2003

To: Our Owners
From: Douglas S. Scha
Subject: Invitation to Our 2003 Annual Meeting of Stockhalsl

Please come to our 2003 Annual Meeting of Stockdrsldb learn about Advanced Energy, what we hagemaplished in the last year a
what we hope to achieve in 2003. The meeting welhbld:

Wednesday, May 7, 2003
10:00 a.m.
Advanced Energy’s Corporate Offices
1625 Sharp Point Drive
Fort Collins, Colorado 80525

This proxy statement describes the mattesrttanagement of Advanced Energy intends to présehe stockholders at the annual
meeting. Accompanying this proxy statement is AademhEnergy’s 2002 Annual Report to Stockholdersafatm of proxy. All voting on
matters presented at the annual meeting will bpamer proxy or by presence in person, in accordasitbethe procedures described in this
proxy statement. Instructions for voting are in@ddn the proxy statement. Your proxy may be redokieany time prior to the meeting in the
manner described in this proxy statement.

I look forward to seeing you at the meeting.

Douglas S. Schatz
Chairman and Chief Executive Officer

This proxy statement and the accompanying proxg aee first being sent to stockholders on or al#qutl 4, 2003.




GENERAL

This proxy statement and the accompanyingerizds are being sent to stockholders of Advanaser @y as part of a solicitation for
proxies for use at the 2003 Annual Meeting of Shmitters. The Board of Directors of Advanced Enasgyaking this solicitation for
proxies. By delivering the enclosed proxy card, yéliappoint each of Douglas S. Schatz and MicliedHillow as your agent and proxy to
vote your shares of common stock at the meetinthignproxy statement, “proxy holders” refers toddes. Schatz and El-Hillow in their
capacities as your agents and proxies.

Advanced Energy’s principal executive offiege located at 1625 Sharp Point Drive, Fort Cs]lDolorado 80525. The telephone number
is (970) 221-4670.

Proposals

We intend to present five proposals to tleldiolders at the meeting:

1. Election of six directors. The Nominating Comtenit of the Board of Directors of Advanced Energy peoposed that the
stockholders re-elect the following directors: DlasgS. Schatz, Richard P. Beck, Trung T. Doan, &rth Noeth, Elwood Spedden and
Gerald M. Starek

2. Approval of the 2003 Stock Option Plan.
3. Approval of the 2003 Non-Employee Directors’ &t@ption Plan.

4. Approval of an amendment to the Employee Stagkliase Plan to increase the total number of sledirgammon stock issuable
under the plan from 200,000 shares to 400,000 sf

5. Ratification of the appointment of KPMG LLP aslépendent auditors of Advanced Energy for 2003.

We do not know of any other matters to bemwtted to the stockholders at the meeting. If athepmatters properly come before the
meeting, the proxy holders intend to vote the shtrey represent as the Board of Directors maymeoend.

Record Date and Share Ownership

If you owned shares of Advanced Energy comstonk in your name as of the close of businesdonday, March 17, 2003, you are
entitled to vote on the proposals that are predeaitéhe meeting. On that date, which is referoedstthe “record date” for the meeting,
32,177,067 shares of Advanced Energy common steck i8ssued and outstanding and were held by appet&ly 880 stockholders of
record, according to the records of American Stbaasfer & Trust Company, Advanced Energy’s tranafgent.

Voting Procedures

Each share of Advanced Energy common staaikytbu hold entitles you to one vote on each oftogposals that are presented at the
annual meeting. The inspector of the election déllermine whether or not a quorum is present aatineial meeting. A quorum will be
present at the meeting if a majority of the shafesommon stock entitled to vote at the meetingrapgesented at the meeting, either by p
or by the person who owns the shares. Advancedgl¢isetransfer agent will deliver a report to thepector of election in advance of the
annual meeting, tabulating the votes cast by psodturned to the transfer agent. The inspecteteattion will tabulate the final vote count,
including the votes cast in person and by proxjhatmeeting.

If a broker holds your shares, this proxyesteent and a proxy card have been sent to the brgke may have received this proxy
statement directly from your broker, together witstructions as to how to direct the broker concgytow to vote your shares. Under the
rules for NASDAQIlisted companies, brokers cannot vote on any optbposals without instructions from you. If you mlat give your broke
instructions or discretionary authority to vote yghares on one or more of the proposals beingdenesi at the meeting and your broker
returns the proxy card without voting on a proppgalr shares will be recorded as “broker
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non-votes” with respect to the proposals on whiehtiroker does not vote. Broker non-votes will berted as present for purposes of
determining a quorum, but will not be counted emrab entitled to vote. Under Advanced Energy’s ®glamost stockholder actions taken at
a meeting where a quorum is present are by a mapfrthe votes cast, excluding abstentions. If gbstain from voting on a proposal, your
shares will be counted as present at the meetingpurposes of determining a quorum, and entitbeebte, but will have no effect on the
outcome of the voting on the proposals describebigproxy statement.

The following table reflects the vote reqdifer each proposal and the effect of broker notes@and abstentions on the vote, assuming a
qguorum is present at the meeting:

Effect of Broker
Non-Votes and

Proposal Vote Required Abstentions

Election of directors The six nominees who receive the most votes No effec
will be electec

Approval of the 2003 Stock Option Plan Majority of the shares present at the meeting No effec

(by proxy or in person) and voting “For” or
“Agains” the proposa

Approval of the 2003 Non-Employee Majority of the shares present at the meeting No effec
Directors’ Stock Option Plan (by proxy or in person) and voting “For” or

“Agains” the proposa
Approval of an amendment to the Employee Majority of the shares present at the meeting No effec

Stock Purchase Plan to increase the total (by proxy or in person) and voting “For” or
number of shares of common stock issuable “Against” the proposal
under the plan from 200,000 shares to

400,000 share
Ratification of the appointment of KPMG LLP Majority of the shares present at the meeting No effec
as independent auditors (by proxy or in person) and voting “For” or

“Agains” the proposa

If any other proposals are properly presetuetie stockholders at the meeting, the numbeptas required for approval will depend on
the nature of the proposal. Generally, under Delavaw the number of votes which may be requiredpiorove a proposal is either a majc
of the shares of common stock represented at tieéimgeand entitled to vote, or a majority of theids of common stock represented at the
meeting and casting votes either for or againshihtter being considered. The enclosed proxy caabgliscretionary authority to the proxy
holders to vote on any matter not included in phisxy statement that is properly presented to thekbolders at the annual meeting.

Costs of Solicitation

Advanced Energy will bear the costs of solicitimg)pes in connection with the annual meeting. Idiidn to soliciting your proxy by thi
mailing, proxies may be solicited personally ortbephone or facsimile by some of Advanced Enerdiractors, officers and employees,
without additional compensation. We may reimbursetmansfer agent, American Stock Transfer & T@smpany, brokerage firms and ot
persons representing beneficial owners of Advarteetgy common stock for their expenses in sendingi@s to the beneficial owners.

Delivery and Revocability of Proxies

You may vote your shares by marking the enclosegypcard and mailing it to American Stock Transfefrust Company in the enclos
postage prepaid envelope. If you mail your proxgape allow sufficient time for it to be receivedaidvance of the annual meeting.

If you deliver your proxy and change your thivefore the meeting, you may revoke your proxylélvering notice to Jay Margulies, our
Secretary, at Advanced Energy Industries, Inc.51%2arp Point




Drive, Fort Collins, Colorado 80525, stating thatiywish to revoke your proxy or by delivering arertbroxy 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 automatiga#tvoke your previously-delivered proxy.

Delivery of Documents to Stockholders Sharing an Adress

If two or more stockholders share an addiédsanced Energy may send a single copy of thigypstatement and other soliciting
materials, as well as the 2002 Annual Report tel3tolders, to the shared address, unless Advanted)i£ has received contrary instructi
from one or more of the stockholders sharing thdress. If a single copy has been sent to multipplekbiolders at a shared address, Advancec
Energy will deliver a separate proxy card for esttitkholder entitled to vote. Additionally, AdvanicEnergy will send an additional copy of
this proxy statement, other soliciting materiald #me 2002 Annual Report to Stockholders, prompggn oral or written request by any
stockholder to Investor Relations, Advanced Enénglustries, Inc., 1625 Sharp Point Drive, Fort @all Colorado 80525; telephone number
(970) 221-4670. If any stockholders sharing an esklreceive multiple copies of this proxy statemettier soliciting materials and the 2002
Annual Report to Stockholders and would prefehmm future to receive only one copy, such stockhsldey make such request to Investor
Relations at the same address or telephone number.

Common Stock Ownership by Management and Other Stétolders

The following table sets forth the benefi@alnership of Advanced Energy common stock as afchkla7, 2003 by:
« each person known to us to beneficially own moamth% of the outstanding common stock;

« each director and nominee for director;

« each named executive officer identified on pageat#;

« the current directors and executive officers asoam

Name of Stockholder Shares Beneficially Owned Percent Owned

Douglas S. Schatz, Chairman, Chief Executive Offaoal

Presiden 11,037,78(1) 34.2%
Capital Group International, Inc.; Capital Guardiamst Compan' 4,317,34(2) 13.2%
Franklin Resources, Inc. and Franklin Advisers, | 3,730,27(3) 11.€%
Richard P. Beck, Directc 101,0744,5) *
Trung T. Doan, Directc 8,00((4) *
Arthur A. Noeth, Directo 12,50((4) *
Elwood Spedden, Directt 14,50((4) *
Gerald M. Starek, Directc 49,60((4,6) *
Arthur W. Zafiropoulo, Directo 42,8844) *
Michael El-Hillow, Executive Vice President of Fmze and

Administration and Chief Financial Offic 27,7744) *
Richard A. Scholl, Senior Vice President and Chiechnical

Officer 243,1144) *
Brenda M. Scholl, Senior Vice President and Gerdaiager of

Power Strategic Business U 32,65(4) *
Charles S. Rhoades, Senior Vice President and @ldvianager o

Control Systems and Instrumentat 0 *
All current executive officers and directors, agraup (19 person: 11,671,65(7) 36.2%
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(1)

(2)

(3)

(4)

()

(6)

(7)

Less than 1% of the outstanding shares of our camstark

Includes 10,857,782 shares held by the fatniigt of Mr. Schatz and his wife. Mr. Schatz isustee of a charitable foundation that is
the record holder of 180,000 shares of common stbthe issuer. The three other trustees of theitelde foundation are members of
Mr. Schatz’ immediate family. Accordingly, Mr. Sdkanay be deemed to share with the other trustetisgvand dispositive power
with respect to the charitable foundation’s 180,60B8res. Mr. Schatz disclaims beneficial ownershine 180,000 shares held by the
charitable foundation, which shares are includetthéntable. Mr. Schatz’ address is c/o Advanceddndustries, Inc., 1625 Sharp
Point Drive, Fort Collins, Colorado 805z

Information as to the amount and nature of berafmivnership was obtained from Amendment No. GieoSchedule 13G filed with tt
SEC on February 10, 2003 by Capital Group Inteonati, Inc. and Capital Guardian Trust Company. Aditm to the Schedule 13G,
Capital Group International, Inc. is the parentditeg company of a group of investment managememipemies that hold investment
power and, in some cases, voting power over therisies reported in the Schedule 13G, and Capitar@ian Trust Company is a bank
that may be deemed to beneficially own common sssch result of serving as an investment managearafus institutional accounts.
Capital Group International, Inc. reports sole ngtpower over 3,233,510 shares of common stoclsaleddispositive power over
4,317,340 shares of common stock. Capital Guartlimet Company reports sole voting power over 2,BB9shares of common stock
and sole dispositive power over 3,922,940 shares.atldress for each of Capital Guardian and Cdpitinational is 11100 Santa
Monica Boulevard, Los Angeles, CA 900:

Information as to the amount and nature of beradfmivnership was obtained from Amendment No. Zé&S3chedule 13G filed with t
SEC on January 29, 2003 by Franklin Resourcesaimt Franklin Advisers, Inc. According to the Salledl3G, Franklin Resources,
Inc. is a parent holding company for direct andrigxt investment advisory subsidiaries, includimgriklin Advisers, Inc., and the sha
reported are beneficially owned by one or more eperclosed-end investment companies or other mehagcounts. Franklin
Advisors, Inc. reports sole voting and disposifpsver over 3,201,800 shares, or 100%. The addfe=zch of Franklin Resources, Inc.
and Franklin Advisors, Inc. is One Franklin Parkw&gn Mateo, CA 9440.

Includes beneficial ownership of the followingmbers of shares that may be acquired withingg@ @f March 17, 2003 pursuant to
stock options granted or assumed by Advanced En

* Beck 2,50(
e Doan 5,00(
* Noeth 12,50¢(
 Spedder 14,50(
* Starek 23,14«
» Zafiropoulo 10,00(
« El-Hillow 25,77¢
* Richard A. Schol 33,49
* Brenda M. Schol 12,36:

The shares reported in the table do not irelR@D shares held in joint tenancy by Mr. Beck’'seveind a person unrelated to Mr. Beck.
Mr. Beck disclaims beneficial ownership of thesarsis.

The shares reported in the table do not irecid00 shares held by Mr. Staelife. Mr. Starek disclaims beneficial ownershifghese
shares

The shares reported in the table include Z&5ghares that the 19 executive officers and dirsatollectively have the right to acquire
within 60 days of March 17, 2003 pursuant to stopkions granted or assumed by Advanced Ene
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PROPOSAL NO. 1

ELECTION OF DIRECTORS

A board of six directors is to be electethatannual meeting. The Nominating Committee of@bard of Directors has nominated for
election, the persons listed below. In the eveat #imy nominee is unable to or declines to sensedigector at the time of the meeting, the
proxy holders will vote in favor of a nominee dested by the Nominating Committee of the Board wé€tors to fill the vacancy. We are

not aware of any nominee who will be unable or wiilbdecline to serve as a director. The term dfoef of each person elected as a director

at the meeting will continue from the end of theetiteg until the next Annual Meeting of Stockholdéegpected to be held in the year 2004),
or until a successor has been elected and qualified

Nominees

Name

Age

Director
Since

Principal Occupation and Business
Experience During Past Five Years

Douglas S. Schatz(1)

Richard P. Beck(4)

Trung T. Doan(1,3,4)

Arthur A. Noeth(1,2,3)

57

69

44

67

1981

199t

200(

1997

Douglas S. Schatz is a co-founder of Advanced Bnangl has been its
Chairman and Chief Executive Officer since its ipaation in 1981.
Until July 1999, he also served as President. Inckl2001, Mr. Schatz
was reappointed as President. From September 260ZFebruary 2003,
Mr. Schatz served as interim Chief Operating Offi&nce December
1995, Mr. Schatz has also served as a directodgfAced Power
Technology, Inc., a publicly held company that pdes high power, hig
voltage and high performance semiconductors ancepavedules
Richard P. Beck joined Advanced Energy in March2188 Vice
President and Chief Financial Officer and becanméd®é&/ice President
in February 1998. In October 2001, Mr. Beck retifieuin the position of
Chief Financial Officer, but remained as a Seni@e\President until
May 2002. Mr. Beck is Chairman of the Board of ApgIFilms
Corporation, a publicly held manufacturer of flaingl display equipmel
He is also a director of Photon Dynamics, Inc.uhbligly held
manufacturer of flat panel display test equipmet ia chairman of its
audit committee. Mr. Beck is also a director of TTdchnologies, Inc.,
publicly held manufacturer of printed circuit bosydnd serves as
chairman of its audit committe

Trung T. Doan has been employed by Micron Technglbtr., a
provider of semiconductor memory solutions, sin@88lL He has served
as Micron’s Vice President of Process DevelopmartesJuly 1997. Mr.
Doan was a non-employee director of Engineeringsveaments
Company, until it was acquired by Advanced Energyanuary 2001.
Mr. Doan also is a director of NuTool, Inc., a @tely held
semiconductor equipment manufactu

Arthur A. Noeth retired in 1998. From 1993 to 1988, Noeth was
President of the Implant Center, a provider ofimplant services to the
electronics industry
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Director Principal Occupation and Business
Name Age Since Experience During Past Five Years

Elwood Spedden(1,2,3) 65 199t Elwood Spedden has been the Chief Executive Ofti€&hoton
Dynamics, Inc., a publicly held manufacturer of flanel display test
equipment, since January 2003. In January 2002Skkdden joined the
Board of Directors of Photon. From July 1996 toel897, he was a vi
president of KLA- Tencor Semiconductor, a manufeatef automatic
test equipment used in the fabrication of semiceotais. From 1989
through March 1996, Mr. Spedden was with Crederystetns
Corporation, a manufacturer of automatic test egeipt used in the
fabrication of semiconductors, in various senionagement positions
including President, Chief Executive Officer and®/iChairman of the
Board of Directors

Gerald M. Starek(1,2,4) 61 199¢ Gerald M. Starek joined the Board of Directors alvAnced Energy
following its acquisition of RF Power Products. Mitarek had been a
non-employee director of RF Power Products sindelaery 1994.

Mr. Starek founded Silicon Valley Group, Inc., gplier of automated
wafer processing equipment for the semiconductustry. He served as
Silicon Valley Group’s Chairman from September 188&eptember
1991 and as Vice Chairman from September 1991 td A9O3.

Mr. Starek is a director and serves on the compiemseommittee of
AML Communications, Inc., a publicly held manufaetiuof components
for wireless communications syster

(1) Member of the Nominating Committe

(2) Member of the Audit and Finance Committ
(3) Member of the Compensation Committ

(4) Member of the Governance Committ

Richard A. Scholl and Brenda M. Scholl aremed. There are no other family relationships kew any of the directors, nominees or
executive officers of Advanced Energy.

Required Vote

The six nominees receiving the highest nunobeffirmative (FOR ) votes at the meeting will be elected as direct8tsckholders do ni
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 the six nominees. Votes withfreim a nominee will be counted for purposes dédrining whether a quorum is
present, but will not be counted as an affirmatige for such nominee.

The Board of Directors recommends a vote “FOR” theelection of each of the six nominees named above.
Director Compensation

On February 12, 2003, the Board of Direcapproved a change in the non-employee directorapemsation effective after the annual
meeting of the Company’s shareholders in May 2003 is the first




increase in directors’ compensation since Advarkteergy went public in 1995 and is based on marét telative to Board compensation at
companies that have profiles similar to Advancedrgn.

Cash compensation for each non-employeetdiradll be as follows:

+ $15,000 annual retainer paid quarterly in July,dDet, February and April,

« $3,000 per full board meeting; if a board meetmgiore than one day, each board member will rec8y@00 for each additional day;
* $1,500 per telephonic meeting which requires adwoate;

* $3,000 per Audit and Finance Committee meetingHerChairman and $1,500 per meeting for each caenihember; and

* $1,500 per meeting for all other Committee Chairrfidominating, Governance and Compensation) and $@sbneeting for each
committee membe

Previously, non-employee directors receivedatainer, meeting fees of $3,000 for each Bo&iir@ctors’ meeting attended, other than
telephonic meetings, and $300 for each committeetingeattended.

Advanced Energy is also asking for appro¥a new Non-Employee Directors’ Stock Option Pldnder this plan, options will be
awarded and vest as follows:

+ 15,000 options on initial election or appointmemthie board, which vest 5,000 on election and 5d@08ach of the next two annivers
dates; ant

+ 5,000 options annually on the date of re-electioih@ annual meeting, to vest on date of grant.

Currently, under the 1995 Non-Employee DiwesiStock Option Plan, non-employee directors wec@j500 options on initial election,
2,500 of which vest on grant and 2,500 on each®fecond and third anniversary. They also re@&Bb@0 options annually that vest on the
third anniversary of the grant. The 1995 Plan bdlterminated and no additional stock options méligranted under it, if the new Directors’
Stock Option Plan is approved and implemented."Besposal No. 3 — Approval of the 2003 Non-Employgieectors’ Stock Option Plan,”
beginning on page 19 of this proxy statement.

As of March 17, 2003, options to purchasaggregate of 104,500 shares were outstanding timeldi995 Directors Plan.
Board Meetings

The Board of Directors held seven meeting®id2, including one telephonic meeting. In 2002, Board of Directors had an Audit and
Finance Committee, a Nominating Committee and a j@@rsation Committee. In 2003, the Board of Direxcformed a Governance
Committee. In 2002, each incumbent director attdratdeast 75% of the meetings of the Board of @aes and at least 75% of the meetings
of the committees on which he served.

Audit and Finance Committee Meetings

The Audit and Finance Committee consists ebss. Starek (Chairman), Noeth and Spedden, aihofm are “independent directors”
under Rule 4200(a)(14) of the National AssociatibSecurities Dealers’ listing standards. Nonehef nembers of the Audit and Finance
Committee, nor any member of his immediate fantihs been an officer or employee of Advanced Ener@ny of its subsidiaries. The
Audit and Finance Committee met five times in 2002.




Report of the Audit and Finance Committee

The Audit and Finance Committee is governgd lvritten charter, included as Appendix A to thisxy statement, that was originally
adopted in 1999, and updated in 2003. The Commigtezsponsible for, among other things:

« selecting Advanced Energy’s independent auditors;

 approving the scope, fees and results of the andihgement;

« determining the independence and performance ofAckd Energy’s independent and internal auditors;
 approving in advance, any non-audit services aesl ébarged by the independent auditors;

« evaluating the comments made by the independeiitbaudth respect to accounting procedures andivalecontrols and determining
whether to bring such comments to the attentioAdyfanced Enerc’'s managemen

* reviewing the internal accounting procedures androts with Advanced Energy’s financial and accangstaff and approving any
significant changes; ar

« establishing and maintaining procedures for, apdlizy of, open access to the members of the AQdihmittee by the employees of
and consultants to Advanced Energy to enable th@#ames and consultants to bring to the attentfdhe Audit Committee concerns
held by such employees and consultants regardafjrtancial reporting of the corporation, and tpag potential misconduct to the
Audit Committee

The Committee also conducts financial revigsth Advanced Energy’s independent accountants poi the release of financial
information in the Company’s Forms 10-K and 10-Q.

Management has primary responsibility for Adeed Energy’s financial statements and the ovexpdirting process, including systems of
internal controls. The independent auditors atnditannual financial statements prepared by managespress an opinion as to whether
those financial statements fairly present the famrposition, results of operations and cash flofvAdvanced Energy in conformity with
generally accepted accounting principles and dsseuth the Committee any issues they believe shbaldhised.

The Committee has reviewed Advanced Energydited financial statements and met separately lwdith management and the auditors
to discuss and review those financial statemerds@ports prior to issuance. In addition, the Cottenihas discussed with the independent
auditors the matters outlined in Statement on Anting Standards No. 61 (Communication with Audin@nittees) to the extent applicable
and received the written disclosures and the I&tben the independent auditors required by Indepand Standards Board Standard No. 1
(Independence Discussions with Audit CommitteeBe Tommittee has also discussed with the indep¢idslitors their independence.

Based on our review and discussion of thegoing matters and information, the Committee renemded to the Board of Directors that
the audited financial statements be included inakded Energy’s 2002 Annual Report on Form 10-K.

THE AUDIT AND FINANCE COMMITTEE
Gerald M. Starek, Chairman

Arthur A. Noeth

Elwood Spedden
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Nominating Committee Meeting

The Nominating Committee consists of MesNieth (Chairman), Doan, Schatz, Spedden and StahekNominating Committee is
responsible for:

« establishing and administering the procedures doninating persons to serve as directors;
« identifying and recommending candidates for noniamato the Board of Directors;

« considering any nominees recommended by stockigldad

« determining the appropriate number of authorizedators of Advanced Energy.

The Nominating Committee did not meet in 2002 acted once by unanimous written consentolf gre a stockholder and wish to
recommend a candidate for nomination to the Bo&mirectors, you should submit your recommendatiowriting to the Nominating
Committee, in care of the Secretary of Advanced@@nat 1625 Sharp Point Drive, Fort Collins, Colbwa80525. Your recommendation
should include your name and address, the numtsrases of Advanced Energy common stock that yay, tve name of the person you
recommend for nomination, the reasons for yourmauendation, a summary of the person’s businesgriziahd other qualifications as a
director of Advanced Energy and whether such pehs@nagreed to serve, if elected, as a directddeénced Energy. Please also see the
information under “Proposals of Stockholders” og@&5 of this proxy statement.

Compensation Committee Meetings

The Compensation Committee met once in 2082.membership of the Compensation Committee ctiyreansists of Messrs. Noeth
(Chairman), Doan and Spedden. The Compensation @teeris responsible for recommending salariesritives and other compensation
for directors and officers of Advanced Energy, auistiering Advanced Energy’s incentive compensadiod benefit plans for officers and
recommending to the Board of Directors policieatiah to such compensation and benefit plans. Nétiee members of the Compensation
Committee is or has been an officer or employe&dyfanced Energy or any of its subsidiaries.

REPORT ON EXECUTIVE COMPENSATION
Compensation Policies

One of the primary goals in setting compensapolicies is to maintain competitive, progregsprograms to attract, retain and motivate
high-caliber executives, foster teamwork and mazithe longeerm success of Advanced Energy by appropriatelarding such individua
for their achievements. Another goal is to prowageincentive to executives to focus efforts on loegn strategic goals for Advanced Energy
by closely aligning their financial interests witockholder interests. To attain these goals Adediitnergy’s executive compensation
program was designed to include base salary, ammeeitives and long-term incentives.

In formulating and administering the indivadelements of Advanced Energy’s executive compgarsarogram, planning, implementing
and achieving long-term objectives are emphasiaexbtablish performance objectives, evaluate pmdace and determine actual incentive
awards.

Compensation Components
Base Salan

The base salaries of executive officers atabdished after review of relevant data of othecetives with similar responsibilities from
published industry reports and surveys of similaityated companies. The market reviewed is comgrig similarly sized high technology
companies within and outside Advanced




Energy’s industry as described and reported irRheford Executive Compensation Survey (“Radfordf)ere are approximately 90
companies in the Radford universe used by the Cosgtimn Committee.

The base salaries of the Chief Executived®ffi Chief Financial Officer and Chief Operatindi€dr (who was hired on February 10,
2003), are at approximately 80% of the market dataussed above. All other executives’ base salarie at levels competitive with the
market base salary of executive officers in similasitions.

In March and June 2001, each of Advanced @feexecutive officers agreed to salary reductimmaling up to 20% of base salary.
Effective January 1, 2002, the executive offickase salaries returned to March 2001 levels. Tdusunts for the higher base salary in 2002
when compared with 2001.

Annual Incentive

The Compensation Committee determines thgeraf possible annual bonuses for individual exeeatby reviewing a competitive
market survey for executives at similar levels aimdilarly sized companies as described and repdyefadford. Actual bonus payments
within this range are tied to meeting specific avgie and executive performance targets. Advanoeddy’s revenue increased 23% from
2001 to 2002. However, adjusting for acquisitioredmin 2002, the 2002 revenue amount would have é&gsentially the same as 2001.
Advanced Energy also reported a net loss of $41lldomin 2002.

While certain executive’s individual perforntz targets were met in 2002, the Committee bdigvat Advanced Energy’s financial
performance, principally due to a malaise in theneeny in general and the semiconductor industpairiicular, makes the payment of an
annual bonus to its executives unwarranted.

The Committee believes that having a higlegcentage of the Chief Executive Officer, Chiefdfinial Officer and Chief Operating
Officer’s cash compensation derived from their airincentive payments, when compared to competfiogtions and other executives
within Advanced Energy, is prudent given Advanceeigy’s recent financial results and the fact thay are Advanced Energy’s major
decision makers.

When Advanced Energy does achieve finanargits that may qualify executives for annual besuthe Committee may award bonuses
to the Chief Executive Officer, Chief Financial @#r and Chief Operating Officer at levels that rbaiyng their total cash compensation at
least to an amount competitive with market compemsdor similar positions.

Stock Option:

The Board of Directors grants stock optiondar Advanced Energy’s stock option plans to gixeceatives a stake in the long-term
performance of Advanced Energy and to focus tht&én&on on maximizing stockholder value. In gragtoptions, the Compensation
Committee may consider several factors, includimg®ecutive’s individual performance, potential tritrutions to Advanced Energy, the
vesting rates of existing stock options, if anyd aptions granted to executives in similar posgiosing the market data discussed above.
Vesting schedules also may be used to encouraderthderm retention of executive officers. Opti@re granted with exercise prices equal
to or greater than the fair market value of the wmm stock subject to the option on the date oftgamreported on the NASDAQ National
Market.

Compensation of the Chief Executive Officer

The compensation of the Chief Executive @ffiOouglas S. Schatz, is based on the policiepeaswkdures applicable generally to
executive officers of Advanced Energy. In determinMr. Schatz’ base salary and bonus, compensigi@hs for other chief executive
officers in high technology firms within and outsithe industry were examined. The salary paid to9dhatz for 2002 was below the
40th percentile of compensation paid to chief ekeeuwfficers of companies of similar size in siariindustries, based on the Radford data,
because the Committee believes that Mr. SchatzZdheceive a higher percentage of his cash compiensaom his annual incentive
payments.
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Given the extended downturn in the semicotaitindustry and the negative financial impactastnad on the operating results of
Advanced Energy, the Committee determined that9dhatz’ base salary would not be changed in 2003vnald he receive a bonus for
2002. In February 2003, the Board awarded Mr. Sch@®,000 stock options that vest 25,000 per year the next four years. This is the f
time that Mr. Schatz has received options.

Effect of Section 162(m) of the Internal Revenue Giz

Section 162(m) of the Internal Revenue CddE986 (the “Tax Code”) generally limits to $1 nolh the corporate deduction for
compensation paid to certain executive officersesmthe compensation is “performance-based” (fsedkin Section 162(m)). Each of the
Board of Directors and the Compensation Commitesedarefully considered the potential impact of timitation on executive compensat
and has concluded in general that the best inteoégtdvanced Energy and the stockholders willdéreed if certain of Advanced Energy’s
stock-based long-term incentives qualify as perforoe-based compensation within the meaning of @e&62(m). It is the intention of the
Board of Directors and Compensation Committee $@mtong as it is consistent with the Compensaliommittee’s overall compensation
objectives, virtually all executive compensatiorl e deductible for federal income tax purposes.

THE COMPENSATION COMMITTEE
Arthur A. Noeth, Chairman
Trung Doan

Elwood Spedden
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EXECUTIVE COMPENSATION

Summary of Cash and Certain Other Compensation

The following table sets forth the compermatarned in 2002 by Advanced Energy’s Chief Exeeudfficer and the four highest-paid

executive officers, other than the Chief Executdfécer, based on salary and bonus in 2002. Thigseofficers are referred to as the “named
executive officers.” Each executive officer is ajppped annually by the Board of Directors. The taddso sets forth compensation earned in
2002 by Advanced Energy’s former Executive Vicesittent and Chief Operating Officer.

Summary Compensation Table

Long-Term
Compensation Awards All Other
Annual Compensation Annual
Securities Underlying Compensation
Name and Principal Position Year Salary($)(1) Bonu$) Options(#) $)(2)
Douglas S. Scha 200z 390,67" 0 0 1,20(
Chairman of the Boar 2001 340,65: 0 0 5,10(
Chief Executive Office 200c 373,51 187,60( 0 4,80(
and Presider
Michael E-Hillow 200z 240,52- 0 50,00( 37,70((4)
Executive Vice Presidel 2001 35,35( 0 50,00( 25,00((4)
and Chief Financial Officer(<
Richard A. Schol 200z 244 ,43: 0 40,00( 1,10(¢
Senior Vice President at 2001 230,31 0 21,00( 5,10(
Chief Technical Office 200c 230,12! 92,40( 10,00( 4,80(
Brenda M. Schol 200z 166,11( 0 35,00( 1,00¢
Senior Vice President at 2001 130,82: 30,00( 6,00( 4,50(C
General Manager ¢ 200c 144,39( 13,00( 2,00( 4,70C
Power Strategic Business Uniti
Charles S. Rhoadt 200z 50,00( 0 40,00( 27,444(7)
Senior Vice President at
Manager of Control Systen
and Instrumentation(¢
James F. Gentilcol 200z 271,33: 0 45,00( 120,00((8)
Former Executive Vice Preside 1,10(
and Chief Operating Officer(¢ 2001 220,67¢ 0 47,00( 5,10(
200C 220,24 93,50( 10,00( 4,80(

1)

(2)

(3)
(4)
()
(6)

(7)

In March and June 2001, each of Advanced Bierxecutive officers agreed to salary reductitarialing up to 20% of base salary.
Effective January 1, 2002, the executive offi’ base salaries returned to March 2001 ley

Reflects amounts contributed by Advanced Epgogeach of the named executive officers underahded Energy’s 401(k) profit
sharing plan

Mr. El-Hillow was appointed Chief Financial Officer on Oloer 10, 2001 and was appointed Executive ViceidRresin February 200
Mr. El-Hillow was paid a relocation bont
Mrs. Scholl was appointed Senior Vice President@aderal Manager of Power Strategic Business driidtober 200z

Mr. Rhoades joined Advanced Energy in Septer@b82, and was appointed Senior Vice PresidenGerteral Manager of Control
Systems and Instrumentation in October 2(

Mr. Rhoades was paid a relocation bor
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(8) Mr. Gentilcore left Advanced Energy on November 2802 and was paid severance benefits upon hisatepa
Option Grants in 2002

The following table sets forth informationtasstock options granted in 2002 to those namedgive officers who received options. No
stock options were granted to Mr. Schatz in 2002.

Individual Grants Potential Realizable
Value at Assumed
Percent of Annual Rates of Stock
Number of Total Options Price Appreciation for
Securities Granted to Option Term
Underlying Options Employees in Exercise Expiration
Name Granted(#) Fiscal Year Price($/Sh) Date 5%($) 10%($)
Michael E-Hillow 12,50( 0.65% 24.9( 2/12/201. 195,74 496,05:
12,50( 0.65% 38.5¢ 4/16/201: 303,04¢ 767,98!
12,50( 0.65% 17.8¢ 7/18/201. 140,32: 355,60«
12,50( 0.65% 7.7C 10/17/201; 60,53: 153,39¢
50,00( total 2.6(% tota
Richard A. Schol 10,00¢( 0.52% 24.9( 2/12/201. 156,59! 396,84
10,00¢( 0.52% 38.5¢ 4/16/201: 242,43¢ 614,38¢
10,00¢( 0.52% 17.8¢ 7/18/201. 112,25¢ 284,48
10,00¢( 0.52% 7.7C 10/17/201; 48,42°¢ 122,71¢
40,00( total 2.08% tota
Brenda M. Schol 6,25( 0.32% 24.9( 2/12/201. 97,87: 248,02t
6,25( 0.32% 38.5¢ 4/16/201: 151,52- 383,99.
6,25( 0.32% 17.8¢ 7/18/201. 70,16: 177,80:
6,25( 0.32% 7.7C 10/17/201; 30,26¢ 76,69¢
10,00¢( 0.52% 14.5C 12/11/201; 91,19( 231,09:
35,00( total 1.84% tota
Charles S. Rhoadt 30,00( 1.56% 7.7C 10/17/201; 145,27! 368,15!
10,00¢( 0.52% 14.5C 12/11/201; 91,19( 231,09
40,00( total 2.08% tota
James F. Gentilcol 15,00¢( 0.7¢% 24.9( 2/12/201. 234,89:. 595,26
15,00( 0.7¢% 38.5¢ 4/16/201: 363,65¢ 921,58
15,00( 0.7¢% 17.8¢ 7/18/201. 168,38 426,72!
45,00( total 2.3%% tota

All options reflected in the table above wgranted under Advanced Energy’s 1995 Stock ORilan. Each option vests as to one-fourth
of the underlying shares on the first anniversdrysogrant date and as to an additional one-sikteef the underlying shares quarterly
thereafter until fully vested. The exercise pri€each option is equal to the fair market valuéhef common stock on the date of grant, as
reported on the NASDAQ National Market.
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Aggregated Option Exercises in 2002 and Option Vaks at December 31, 2002

The following table sets forth informationtasoptions granted by Advanced Energy under tt851®ock Option Plan that were exercised
by the named executive officers during 2002 anibaptheld by the named executive officers at Deaarh, 2002. Mr. Schatz did not
exercise or hold any options during 2002.

Number of

Securities Underlying Value of Unexercised

Unexercised Options In-the-Money Options

Shares Acquired at Fiscal Year-End(#) at Fiscal Year-End($)

Name on Exercise(#) Value Realized($) Exercisabletxercisable Exercisable/Unexercisable(1)

Michael E-Hillow 0 0 12,500/87,50 $ 0/$62,75!
Richard A. Schol 0 0 24,120/56,88 $29,075/$50,20
Brenda M. Schol 0 0 7,910/38,97 $ 8,600/$31,37
Charles S. Rhoadt 0 0 0/40,00( $  0/$150,60
James F. Gentilcore(; 5,29¢ $40,44( 53,340/ $ 20,475/%!

(1) Reflects the aggregate market value of the comramk sicquired at ye-end 2002, minus the exercise pri

(2) Mr. Gentilcore left Advanced Energy on NovemB®8, 2002. Upon his separation Mr. Gentilcoredied 81,660 unvested stock
options.

Compensation Committee Interlocks and Insider Parttipation

The current members of the Compensation Cdétaenare Messrs. Noeth, Spedden and Doan. Nongbfpgersons is or has been an
officer or employee of Advanced Energy, nor has @insuch persons had a direct or indirect inteéreany business transaction with
Advanced Energy involving an amount in excess &,$80.

During 2002, no executive officer of Advande&gergy served as a member of the Board of DireapCompensation Committee of
another company that has any executive officedirectors serving on Advanced Energy’s Board okbiors or its Compensation
Committee.

Equity Compensation Plan Information

The following table presents information &she end of Advanced Energy’s fiscal year 200hwéspect to equity compensation plans
(exclusive of the proposed approval of the 2002I5@ption Plan pursuant to Proposal 2; the propagguloval of the 2003 Non-Employee
Directors’ Stock Option Plan pursuant to Proposar®l the proposed increase to the shares restmvisduance under the Employee Stock
Purchase Plan pursuant to Proposal 4):

(@

Number of Securities to Weighted-average Number dsecurities Remaining
be Issued Upon Exercise Exercise Price of Availabfer Future Issuance Under
of Outstanding Options, Outstanding Options, EquityCompensation Plans (Excluding
Warrants and Rights Warrants and Rights SecuritiesReflected in Column (a))
Equity compensation plans
approved by security holders
(1) 2,483,59(2) $23.1(2) 2,286,78.
Equity compensation plans not
approved by security holde 1,103,27! $28.4¢ 96,72¢
Total 3,586,87: 2,383,501
— —

(1) Consists of the 1995 Employee Stock OptiomPhehich expires in June 2003, the Non-Employe@®ars Stock Option Plan, which
expires in September 2005, and the Employee StoodhBse Plar

(2) Does not include purchase rights accruing utfte Employee Stock Purchase Plan for offeringgrivéng after October 31, 2002, the
number and exercise price of which will not be deiaable until the expiration of such offering pets.



14




STOCK PERFORMANCE GRAPH

The following graph reflects the cumulatie¢al stockholder return on the Advanced Energy comstock since December 31, 1997,

compared with each of the NASDAQ Composite andPthidgadelphia Semiconductor Index (SOXX). Historistdck price performance is not
necessarily indicative of any future stock pricef@enance.
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CERTAIN TRANSACTIONS WITH MANAGEMENT

Advanced Energy leases its executive offaresd certain manufacturing facilities in Fort CddlirColorado from Prospect Park East
Partnership and from Sharp Point Properties, L@, lzas secured future leasing rights for a parfclelnal from Sharp Point Properties, LLC.
Aggregate payments under such leases for 2002 tbtgdproximately $2.8 million. Douglas S. Schatzie€Executive Officer and Chairman
of the Board of Advanced Energy, holds a 26.67% berinterest in each of these leasing entities.9¢hatz did not participate in the
negotiations of these leases. At the time of thgotiations, Advanced Energy compared the lease eatd other terms of similar properties in
the Fort Collins area. Advanced Energy believesttimlease rates and other terms of the leasbsRmitspect Park East Partnership and £
Point Properties, LLC are no less favorable to Adeal Energy than could have been obtained frorrdplarty lessor of similar property.

Advanced Energy leases a condominium in Bredlge, Colorado from AEI Properties, a partngrsiiwhich Mr. Schatz holds a 60%
interest. Advanced Energy uses the condominiuntdgighe rewards and incentives to its customerspliens and employees. Aggregate
payments to AEI Properties for 2002 totaled apprately $67,000. The rental rate was determineddoagen a comparison of rental rates

and other lease terms of similar properties inafe&. Advanced Energy believes that the termseoleifise with AEI Properties is no less
favorable than could have been obtained from al érty lessor for similar property.

Advanced Energy charters an airplane from timénte from Lochland Aviation, Inc., a company ownegd\r. Schatz. Aggregate char

payments to Lochland in 2002 were approximately332@0. Advanced Energy believes that the termh@tharters are no less favorable
than could have been obtained from third-party telaservice companies.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchangeckdi934 requires Advanced Energy’s executive offi@nd directors and persons who own
more than ten percent of the outstanding commarkgtoeporting persons”) to file with the Securgtiand Exchange Commission an initial
report of ownership on Form 3 and changes in ovimgien Forms 4 and 5. The reporting persons areratpuired to furnish Advanced
Energy with copies of all forms they file. Basedefpon its review of the copies of forms receimdit and written representations from the
reporting persons, Advanced Energy believes thet efithe reporting persons timely filed all regarequired to be filed in 2002 or with
respect to transactions in 2002.

PROPOSAL NO. 2
APPROVAL OF THE 2003 STOCK OPTION PLAN

The Board of Directors of Advanced Energgudmitting for stockholder approval the 2003 St@gkion Plan (the 2003 Plan). On
February 12, 2003, the Board of Directors apprcved adopted the 2003 Plan, subject to approvéidgtockholders of Advanced Energy.
The 2003 Plan provides for an aggregate of 3,280sb@res that may be issued under the plan as gpoicis, restricted stock awards and
stock appreciation rights. The 3,250,000 shareesegmts an incremental increase of approximat@®yQ1000 shares to be reserved because
the 1995 Plan, which terminates in June 2003 aticempire upon approval of this plan, still has egpppmately 2,000,000 shares reserved for
issuance.

The Board of Directors has determined that édvisable to continue to provide stock-basedritive compensation to Advanced Enesgy’
employees, thereby continuing to align the intere$tsuch individuals with those of the stockhosend that awards are an effective means
of providing such compensation. In addition, th@2@lan gives the Compensation Committee the pbditjualify cash and non-cash
compensation paid to executive officers as perfomasbased compensation, thereby preserving Advaaceryy’s ability to take a tax
deduction with respect to such compensation.

General Nature of the 2003 Plan

The principal purposes of the 2003 Plan are toigemincentives for employees to further the growtéyelopment and financial succes
Advanced Energy by personally benefiting throughdlwnership of Advanced Energy’s common stock,tarabtain and retain the services
of such individuals who are considered essentiiiédong term success of Advanced Energy throhglgtant or issuance of options,
restricted stock and stock appreciation rightsléctively, “Awards”).

The principal features of the 2003 Plan armarsarized below, but the summary is qualified $neibtirety by reference to the 2003 Plan
itself, which is included as Appendix B to this pycstatement.

Shares Reserved

Under the 2003 Plan, the aggregate numbgharies of common stock that may be issued upoexereise of options or any other Award
is 3,250,000 shares.

On March 17, 2003, the average of the highlaw price for a share of Advanced Energy’s commsimtk on the NASDAQ Stock Market
was $8.60.

The shares of common stock available foraese under the 2003 Plan are previously authoaredunissued shares. The 2003 Plan
provides for appropriate adjustments in the nunoibshares subject to the 2003 Plan and to outsignilivards thereunder in the event of a
merger, consolidation, reorganization, recapitéilimga stock dividend, stock split, reverse stocktspeparation, liquidation or other change in
the corporate structure or capitalization affectyanced Energy’s shares. Available for futur@igxe under the 2003 Plan are (i) shares
subject to expired, surrendered or unexercisalierg (ii) shares which are forfeited; and (iiijases retained by Advanced Energy upon the
exercise of an option to satisfy the related witthng taxes.
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Administration

The 2003 Plan is administered by the BoarDiodctors with recommendations from the Compepsaiommittee, consisting of at least
two members of the Board of Directors who are imthefent directors as defined by Rule 4200(a)(14h@National Association of Securities
Dealers’ listing standards.

The administrator is authorized to determireeindividuals who will receive Awards (the Paggants), fix the number of shares that each
Participant may purchase, to determine the exeprise of the awards, whether options are to beritice stock options (ISOs) or non-
qualified stock options (NSOs), and to set the seamd conditions of each option, including thedver which the Award becomes
exercisable, and all other matters relating tcath@inistration and operation of the 2003 Plan. d¢ministrator is also authorized to suspend
or discontinue the 2003 Plan or revise and ameimdaiby respect whatsoever; provided, however lihiout approval of Advanced Energy’
stockholders no revision or amendment shall chamg@umber of shares issuable, or effectively redhe exercise price of any outstanding
option under the 2003 Plan.

Eligibility

Awards under the 2003 Plan may be granteshyoemployee of Advanced Energy, provided thatdividual may receive aggregate
Awards under this plan that exceed 25% of the nurabshares reserved for issuance.

Awards Under the 2003 Plan

The 2003 Plan provides that the administratay grant options, both ISOs within the meanin&e€tion of 422 of the Internal Revenue
Code and options which do not qualify as ISOs withie meaning of Section 422 of the Internal Reegdade or NSOs, restricted stock and
stock appreciation rights. Each award will be sethfin a separate written agreement.

Fair market value means the closing saleepyfa share on such date as reported on the painexchange or market on which shares are
then listed or admitted for trading.

The exercise price of a NSO granted undeR@®8 Plan may not be less than the fair marketevaf a share on the date of the option
grant, and usually will become exercisable (atdiseretion of the administrator) in one or mordafiments after the grant date. NSOs may
not be granted for any term exceeding 10 years tiftegrant date.

ISOs will be designed to comply with the psians of the Internal Revenue Code and will bgestthio certain restrictions contained in
the Internal Revenue Code. Among such restrictitB®s must have an exercise price not less thafaithmarket value of a share on the date
of the option grant, may only be granted to empésyenust expire within a specified period of tiradwing the optionee’s termination of
employment, and must be exercised within 10 yeftes #he date of grant; but may be subsequentlyifieadto disqualify them from
treatment as 1SOs. In the case of an ISO grantad tndividual who owns stock possessing at 1e@%t of the combined voting power of all
classes of Advanced Energy, the 2003 Plan provitdghe exercise price must be at least 110%eofain market value of a share on the «
of grant and the ISO must expire no later tharfiftteanniversary of the date of its grant. The wegmte fair market value determined at the
time of grant of shares with respect to which a@ ISfirst exercisable by a Participant during aalendar year cannot exceed $100,000.

Restricted stock may be awarded to a persgeting the eligibility requirements discussed abdwgeneral, restricted stock may not be
sold, or otherwise transferred until vested. Hddafrrestricted stock, unlike recipients of optiondl have voting rights and will receive
dividends if declared by Advanced Energy, priovésting. The terms of all stock appreciation rigires determined by the 2003 Plan
administrator.

Stock appreciation rights may be awardedgeraon meeting the eligibility requirements diseusabove. In general, stock appreciation
rights award a Participant the right to receiveash the amount that the
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fair market value of a share exceeds a stated isggudce. The terms of all stock appreciation tsghre determined by the 2003 Plan
administrator.

Terms of Awards

The dates on which Awards under the 2003 fsinbecome exercisable and on which they expitiebe set forth in individual Award
agreements. These agreements generally will pralimteAwards expire upon termination of the Papticit's employment, although the
administrator may provide that such Awards contittulee exercisable following a termination, or hesmof the Participarg’death, disabilit
or otherwise.

Generally, the exercise price may be paichsh, by check, or in cash equivalent. At the dison of the administrator, the exercise price
may be paid by tender of shares of Advanced Engiapk having a fair market value not less tharettercise price.

Certain Federal Income Tax Consequences

The federal income tax consequences of tB8 Blan under current federal income tax law anensarized in the following discussion
which deals with the general tax principles apjtlieao the 2003 Plan, and is intended for genafalination only. In addition, the tax
consequences described below are subject to titatiioms of Internal Revenue Code Section 162(m)jiacussed in further detail below.
Alternative minimum tax and other federal taxes fordign, state and local income taxes are notudsed, and may vary depending on
individual circumstances and from locality to latal

For federal income tax purposes, the rectp@hNSOs granted under the 2003 Plan will not hax@ble income upon the grant of the
option, nor will Advanced Energy then be entitlecahy deduction. Generally, upon exercise of N3$@sptionee will realize ordinary
income, and Advanced Energy will be entitled teeduttion, in an amount equal to the difference betwthe option exercise price and the
fair market value of the stock at the date of elserc

An optionee generally will not recognize thleaincome upon either the grant or exercise dsh However, the amount by which the
fair market value of the shares at the time of eiserexceeds the exercise price will be an “itertanfpreference” for the optionee. Generally,
upon the sale or other taxable disposition of tieres of common stock acquired upon exercise t&@nthe optionee will recognize income
taxable as capital gains in an amount equal t@xicess, if any, of the amount realized in suchatigpn over the option exercise price,
provided that no disposition of the shares hasrtgitace within either (a) two years from the ddtgrant of the 1ISO or (b) one year from the
date of exercise. If the shares of stock are sotitteerwise disposed of before the end of the cea-gnd two-year periods specified above,
the difference between the ISO exercise price haddir market value of the shares on the dateefoise generally will be taxable as
ordinary income; the balance of the amount realfeath such disposition, if any, generally will kexed as capital gain. If the shares of stock
are disposed of before the expiration of the orsg-g&d two-year periods and the amount realizésbssthan the fair market value of the
shares at the date of exercise, the optionee’sarglincome generally is limited to the excessnif, of the amount realized in such
disposition over the option exercise price paidvéduted Energy (or other employer corporation) gahewill be entitled to a tax deduction
with respect to an 1SO only to the extent the a@has ordinary income upon sale or other digposif the shares of stock.

An option will only qualify as an ISO to teatent that the aggregate fair market value oftiaes with respect to which the option
becomes exercisable for the first time in any adéeryear is equal to or less than $100,000. Fqugaas of this rule, the fair market value of
shares shall be determined as of the date thed$@anted. To the extent an ISO is exercisablsHares in excess of this $100,000 limitation,
the excess shares shall be taxable under thefanlBksSOs described above.

A Participant to whom restricted stock isuesd will not have taxable income upon issuancefadvhnced Energy will not then be entitled
to a deduction, unless an election is made undetid®e83(b) of the Internal Revenue Code. Howewden restrictions on shares of restric
stock lapse, such that the
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shares are no longer subject to repurchase bpei®drticipant will realize ordinary income andwi# be entitled to a deduction in an
amount equal to the fair market value of the shatelse date such restrictions lapse, less thehpaecprice. If an election is made under
Section 83(b) with respect to restricted stock,amployee will realize ordinary income at the daftessuance equal to the difference between
the fair market value of the shares at that dat® tlee purchase price therefore and Advanced Eneliglye entitled to a deduction in the sa
amount.

No taxable income is generally recognizedhgyParticipant upon the receipt of a stock apptiei right, but upon exercise of the stock
appreciation right the cash received generally béltaxable as ordinary income to the Participamhé year of such exercise. Advanced
Energy generally will be entitled to a compensatieduction for the same amount that the Participaodgnizes as ordinary income.

Under Internal Revenue Code Section 162 (mdeneral, income tax deductions of publicly-tradethpanies may be limited to the extent
total compensation (including base salary, annaalb, stock option exercises and nonqualified lisngdid in 1994 and thereafter) for
certain executive officers exceeds $1 million iy ane taxable year. However, under Internal Revé@nee Section 162(m), the deduction
limit does not apply to certain “performance-basedfhpensation established by an independent cormpemgommittee which conforms to
certain restrictive conditions stated under theriml Revenue Code and related regulations. Tha R@h has been structured with the intent
that Awards granted under the 2003 Plan may mesatetfuirements for “performance-based” compensatiwhinternal Revenue Code
Section 162(m), at the administrator’s discreti@astricted stock granted under the 2003 Plan malifgas “performance-based” under
Internal Revenue Code Section if it vests baseglysapon the performance criteria.

The foregoing summarizes the principal Unitdtes federal income tax consequences to Advaaeryy and to optionee’s who are
residents in the United States. The summary ischasehe current provisions of the Tax Code andéjgelations thereunder and on
Advanced Energy’s understanding, in consultatioth it legal counsel, of the current administrafivactices of the Internal Revenue
Service. Participants have been advised to obtaiependent advice from their own tax advisors.

Required Vote

Approval of the proposed 2003 Stock OptioanRequires the affirmativeHOR ) vote of a majority of the shares of common stoakt
on the matter. For purposes of determining the rarmbvotes cast on the matter, only those cast™#0"Against” are included. Abstentior
and broker non-votes are not included.

The Board of Directors recommends a vote “FOR” thgproposed 2003 Stock Option Plan.

PROPOSAL NO. 3
APPROVAL OF THE 2003 NON-EMPLOYEE DIRECTORS’ STOCK OPTION PLAN

The Board of Directors of Advanced Energgudmitting for stockholder approval the 2003 Nongioyee Directors’ Stock Option Plan
(the Directors’ Plan). On February 12, 2003, thafloof Directors approved and adopted the DirecBlen, subject to approval by the
stockholders of Advanced Energy. The DirectorshRleovides for an aggregate of 150,000 sharesnbgtbe issued under the plan as NSOs.

The Directors’ Plan serves as a success@dvanced Energy’s 1995 Non-Employee Directors’ 8tOption Plan, which terminates in
September 2005 and will expire upon stockholderag of the 2003 Plan. The Board of Directors tiatermined that it is advisable to
continue to provide stock-based incentive compémséb Advanced Energy’s independent directordti@et and retain as well as provide an
incentive for such directors to increase their pietpry interests in Advanced Energy’s long-terracass and progress, thereby continuing to
align the interests of such individuals with tho$¢he stockholders, and that awards under thecRirs’ Plan are an effective means of
providing such compensation.
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General Nature of the Directors’ Plan

The principal purposes of the Directors’ Péaa to provide incentives for independent direstorfurther the growth, development and
financial success of Advanced Energy by persormhefiting through the ownership of Advanced Energgmmon stock, and to obtain and
retain the services of such individuals who aresaered essential to the long term success of AmhdEnergy through the grant or issuance
of NSOs.

The principal features of the Directors’ Ple summarized below, but the summary is qualifigits entirety by reference to the
Directors’ Plan itself, which is included as Appen@ to this proxy statement.

Shares Reserved

Under the Directors’ Plan, the aggregate nremalb shares of common stock that may be issued thmexercise of NSOs is
150,000 shares.

On March 17, 2003, the average of the highlaw price for a share of Advanced Energy’s comrstmtk on the NASDAQ Stock Market
was $8.60.

The shares of common stock available foraese under the Directors’ Plan are previously aigbd and unissued shares. The Directors
Plan provides for appropriate adjustments in thalmer of shares subject to the Directors’ Plan anoutstanding NSOs thereunder in the
event of a merger, consolidation, reorganizatienapitalization, stock dividend, stock split, resgestock split, separation, liquidation or other
change in the corporate structure or capitalizagibecting Advanced Energy’s shares. Shares sutgjestpired, surrendered or unexercisable
NSOs are available for future issuance under theddire Plan.

Administration

The Directors’ Plan is generally administebyda committee selected by the Board of Directoossisting of at least two individuals each
of whom is either a member of the board and naireemployee director, or a senior officer of Advath&Energy who is not a member of the
board.

The administrator is solely responsible far interpretation, implementation and applicatibthe Directors’ Plan.
Awards Under the Directors’ Plan

The Directors’ Plan provides that a non-empidirector will automatically receive an optienpurchase 15,000 shares on the first date
elected or appointed as a member of the board5&9M) shares on any date re-elected as a membe bbard by Advanced Energy’s
stockholders. All awards granted under the DirexttBtan are not considered 1SOs within the meanirgection of 422 of the Internal
Revenue Code.

Fair market value means the closing saleemi a share on such date as reported on thdagairexchange or market on which shares are
then listed or admitted for trading. Options grant@der the Directors’ Plan must have an exerdise jof at least 100% of fair market value
of a share on the date of option grant.

A NSO granted upon the date first electedppointed as a member of the board is immediatedycesable as to one-third of the shares
subject to the grant, then another one-third o @ithe next two anniversaries of the date gramieards issued upon re-election are
immediately vested. NSOs may not be granted fortamy exceeding 10 years after the grant date.

Terms of Awards

Awards under the Directors’ Plan generallpiexafter the earlier of (i) six months after thete the non-employee director ceases to be a
member of the board, including by reason of de@hthe occurrence of a change in control; anil {iie 10th anniversary of the date of grant.
If a director has served continuously as a membtreoboard for at least five years, the periodarrsiibsection (i) above is eighteen months.
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Generally, the exercise price may be paichsh. At the discretion of the administrator, tkereise price may be paid by tender of shares
of Advanced Energy stock having a fair market vadaeless than the exercise price, provided thegdlshares were owned by the non-
employee director for a period of at least six rhanbr not acquired directly or indirectly from Aahced Energy.

Certain Federal Income Tax Consequences

The federal income tax consequences of theclirs’ Plan under current federal income tax @/ summarized in the following
discussion which deals with the general tax prilesimpplicable to the Directors’ Plan, and is idishfor general information only. In
addition, the tax consequences described belowudnject to the limitations of Internal Revenue C8aetion 162(m), as discussed in further
detail below. Alternative minimum tax and otherdeal taxes and foreign, state and local incomestaxe not discussed, and may vary
depending on individual circumstances and fromllgcto locality.

For federal income tax purposes, the rectp@hNSOs granted under the DirectoP$an will not have taxable income upon the grarthe
option, nor will Advanced Energy then be entitlecahy deduction. Generally, upon exercise of N3$@sptionee will realize ordinary
income, and Advanced Energy will be entitled teeduttion, in an amount equal to the difference betwthe option exercise price and the
fair market value of the stock at the date of elserc

The foregoing summarizes the principal Unistdtes federal income tax consequences to Advaaerdyy and to noemployee directol
who are residents in the United States. The sumimdrgsed on the current provisions of the Tax Guodkthe regulations thereunder and on
Advanced Energy’s understanding, in consultatiothits 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 2003 Non-EmployereEtors’ Stock Option Plan requires the affirmafi\ ®OR ) vote of a majority of the
shares of common stock cast on the matter. Forogesof determining the number of votes cast omtier, only those cast “For” or
“Against” are included. Abstentions and broker nartes are not included.

The Board of Directors recommends a vote “FOR” thgproposed 2003 Non-Employee Directors’ Stock OptioRlan.

PROPOSAL NO. 4
APPROVAL OF AN AMENDMENT TO THE EMPLOYEE STOCK PURC HASE PLAN

The Board of Directors of Advanced Energgudmitting for stockholder approval an amendmenhefEmployee Stock Purchase Plan
(the Purchase Plan). On February 12, 2003, thedBafdDirectors approved, subject to approval bysteekholders of Advanced Energy, an
increase in number of common shares reserveddoaige under the plan from 200,000 shares to 408@8es. At March 17, 2003,
Advanced Energy had 28,000 shares unissued froinitfeg reservation of 200,000 shares in 1995.

General Nature of the Purchase Plan

The principal purpose of the Purchase Pldo govide a means by which employees of Advariteelgy may be given an opportunity to
purchase stock in Advanced Energy. The Purchasei®latended to qualify as an “employee stock pase plan” under section 423 of the
Internal Revenue Code.

The principal features of the Purchase Ptarsammarized below, but the summary is qualifieis entirety by reference to the Purchase
Plan itself, which is included as Appendix D tostproxy statement.
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Shares Reserved

Under the Purchase Plan, the aggregate nuofilsbares of common stock that may be reserv2@d€00. Subject to stockholder
approval, the board has amended the PurchasedPilacréase the share reserve to 400,000 shares.

On March 17, 2003, the average of the highlaw price for a share of Advanced Energy’s comrmstmtk on the NASDAQ Stock Market
was $8.60.

The shares of common stock available foraese under the Purchase Plan are previously améitbaind unissued shares. The Purchase
Plan provides for appropriate adjustments in thalmer of shares subject to the Purchase Plan ievibet of a merger, consolidation,
reorganization, recapitalization, stock dividendjdend in property other than cash, stock spliyidating dividend, combination of shares or
other change in the corporate structure or capétdin affecting Advanced Energy’s shares. Shaasquired or bought on the market are
available for future issuance under the Purchase. Pl

Administration

The Purchase Plan is generally administeyesl dbmmittee composed of not fewer than two membgéthe Board of Directors, or the
board itself. The administrator is solely respolesfbr the interpretation, implementation and agatiion of the Purchase Plan. The Board of
Directors is also authorized to suspend or termittaé Purchase Plan or revise and amend it inespect whatsoever, provided, however
without approval of Advanced Energy’s stockholdeogevision or amendment shall change the numbsharfes issuable under the Purchase
Plan, or modify the Purchase Plan in any way ihsmodification requires stockholder approval inasrtbr the Purchase Plan to obtain
employee stock purchase plan treatment under 8e¢#8 of the Internal Revenue Code, or to compt wie requirements of SEC Rule 16b-
3.

Eligibility

Rights under the Purchase Plan may be graotedy employee of Advanced Energy, provided siiah employee shall not be eligible to
be granted rights under the Purchase Plan, urdagbge offering date, such employee has been ienty@oy of Advanced Energy for such
continuous period preceding such grant as the asimator may require. In no event shall the requieriod of continuous employment be
greater than two years. In addition, no employed! $le eligible to be granted rights under the Rase Plan, unless, on the offering date,
employees customary employment with Advanced Energy isatdeast twenty hours per week and at least fivathmper year. No employ
shall be eligible for the grant of any rights untte Purchase Plan if, immediately after such sigine granted, such employee owns stock
possessing 5% percent or greater of the combinggvpower of all classes of stock of Advanced Eger

Awards Under the Purchase Plan

The Purchase Plan provides that the admat@tmay grant or provide for the grant of rigltgtirchase common stock of Advanced
Energy under the Purchase Plan to eligible empkbgeea date or dates selected by the administiBteradministrator is authorized to
determine the form, terms and conditions as theigidirator deems appropriate, subject to the requént under section 423(b)(5) of the
Internal Revenue Code, stating that all employeastgd rights to purchase stock under the PurdPlseshall have the same rights and
privileges. The period during which an offering klbe effective cannot exceed twenty-seven mongtgrining on the offering date.

Purchase Price

On each offering date, each eligible emplastea! be granted the right to purchase up to theber of shares of Advanced Energy
common stock purchasable with a percentage desdgtthe administrator not exceeding 15% of suchleyee’s earnings. The
administrator may also specify a maximum numbeshafres which may be purchased by any employeelhasse maximum aggregate
number of shares which may be purchased by alb&#igmployees pursuant to such offering.
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The purchase price of stock acquired purstaanghts granted under the Purchase Plan shabeéess than the lesser of (i) an amount
equal to 85% of the fair market value of the stonkhe offering date; or (ii) an amount equal t&8f the fair market value of the stock on
the purchase date.

Certain Federal Income Tax Consequences

The federal income tax consequences of the Puré¢Hasaunder current federal income tax law are sarized in the following discussi
which deals with the general tax principles apfieao the Purchase Plan, and is intended for géivdormation only. Alternative minimum
tax and other federal taxes and foreign, statd@ral income taxes are not discussed, and maydepgnding on individual circumstances
and from locality to locality.

For federal income tax purposes, a Partigipathe Purchase Plan will not have taxable incaipen the grant of a right or purchasing
shares of stock under the terms of the Purchase Pla

If the Participant disposes of shares purethamder the Purchase Plan within two years framfitet day of the applicable offering period
or within one year from the purchase date, knowa disqualifying disposition, the Participant wilalize ordinary income in the year of such
disposition equal to the amount by which the fadrket value of the shares on the purchase dated@sdtke purchase price, and Advanced
Energy will receive a similar deduction. The amoofordinary income will be added to the Participgbasis in the shares, and any
additional gain or resulting loss recognized ondisposition of the shares will be a capital gaitoss if the Participant’s holding period is
greater than 365 days.

If the Participant disposes of shares purethamder the Purchase Plan at least two yearstiaédirst day of the applicable offering period
and at least one year after the purchase dat@dtiripant will realize ordinary income in the yed disposition equal to the lesser of (i) the
excess of fair market value of the shares on the afadisposition over the purchase price or @&ydof the fair market value of the shares on
the first day of the applicable offering period.eTéimount of any ordinary income will be added ®Rtarticipans basis in the shares, and
additional gain recognized upon the dispositiorratich basis adjustment will be a long-term cagaa. If the fair market value of the
shares on the date of disposition is less thaptinehase price, there will be no ordinary income any loss recognized will be a long-term
capital loss.

The foregoing summarizes the principal Uniidtes federal income tax consequences to Advaaeedyy and to Participants who are
residents of the United States. The summary iscbasehe current provisions of the Tax Code and¢igelations thereunder and on
Advanced Energy’s understanding, in consultatiothits legal counsel, of the current administrafivactices of the Internal Revenue
Service. Participants have been advised to obtaiependent advice from their own tax advisors.

Required Vote

Approval of the proposed amendment to the leyge Stock Purchase Plan requires the affirmdB@R) vote of a majority of the shares
of common stock cast on the matter. For purposeeigrmining the number of votes cast on the maitdy those cast “For” or “Againstre
included. Abstentions and broker non-votes aranubtided.

The Board of Directors recommends a vote “FOR” theamendment to the Employee Stock Purchase Plan

PROPOSAL NO. 5
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

On February 12, 2003, the Audit and Finance Conemittcommended to the Board of Directors, and dadof Directors approved, t
continued appointment of KPMG LLP for 2003 as inglegent auditors. If the stockholders fail to rathe appointment of KPMG LLP, the
Board of Directors and the Audit and Finance Cortewitvill reconsider their selection.
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The Audit and Finance Committee intends to medt WRMG LLP in 2003 on a quarterly or more frequieasis. At such times, the Au
and Finance Committee will review the services grend by KPMG LLP, as well as the fees chargedtimh services.

A representative of KPMG LLP is expected ¢éopoesent at the meeting and will have an oppdyttaimake a statement if he or she so
desires. Moreover, the representative is expectee tavailable to respond to appropriate quesfroms the stockholders.

On July 15, 2002, Advanced Energy appointed/iG LLP to replace Arthur Andersen LLP as its ineleglent accountants. The decision
to change public accountants was recommended bgrfahd Energy Audit and Finance Committee and approved by therdof Directors

In connection with the audits of Advanced fgyés consolidated financial statements as of amdte two years ended December 31,
2001, and with respect to the subsequent peri@dighr March 31, 2002, there were no disagreemetitsAvthur Andersen LLP on any
matter of accounting principles or practices, ficiahstatement disclosure, or auditing scope ocgulares, which disagreements if not
resolved to their satisfaction, would have caubedtto make reference in connection with their igpiron the subject matter of the
disagreement.

Arthur Andersen LLP’s reports on the consaikédl financial statements of Advanced Energy amndffor the two years ended
December 31, 2001 did not contain any adverse apioi disclaimer of opinion, nor were they quatifier modified as to uncertainty, audit
scope or accounting principles.

None of the reportable events described uhder 304(a)(1)(v) of Regulation S-K occurred withihe two years ended December 31,
2001, and the subsequent interim period ended MatcR002.

During the two years ended December 31, 20@flithe subsequent interim period ended March @12,2Advanced Energy did not
consult with KPMG LLP regarding any of the mattersevents set forth in Item 304(a)(2)(i) and (fi)Regulation S-K.

Fees Billed by KPMG LLP and Arthur Andersen LLP

Audit services of KPMG LLP and Arthur Andensel P during 2002 included the examination of tbasolidated financial statements of
Advanced Energy and its benefit plans and serviglased to filings with the Securities and Excha@genmission and other regulatory
bodies.

Audit Fees
Arthur
KPMG LLP Andersen LLP

Audit Fees $243,00( $10,00(
Financial Information Systems Design and Implemiborte — —

All Other Fees
Audit Relatec 15,75( 47,30(
Consultation Regarding the Application of AccougtiPrinciples 4,20( 2,30C
Subscription Service 1,35( —
21,30( 49,60(
TOTAL FEES $264,30( $59,60(
I |

No other services were provided by KPMG LitFAathur Andersen LLP during 2002.

The Audit and Finance Committee consideredniiture and extent of the services and fees pgezbander'Audit Fees” and“All Other
Fee?! in the table above to be compatible with maintajrtime principal accountants’ independence.
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Required Vote

Ratification of the appointment of KPMG LLB the independent auditors for Advanced Energ@@3 requires the affirmativeHOR )
vote of a majority of the common stock cast onrttagter. For purposes of determining the numbemntéwy cast on the matter, only those cast
“For” or “Against” are included. Abstentions andker non-votes are not included.

The Board of Directors recommends a vote “FOR” thgroposed ratification of the appointment of indepedent auditors.
PROPOSALS OF STOCKHOLDERS

Proposals that a stockholder desires to lmoheded in Advanced Energy’s proxy materials foe 2004 Annual Meeting of Stockholders
of Advanced Energy in accordance with SEC Rule 84aust be received by the Secretary of Advanceddyreg its principal office (1625
Sharp Point Drive, Fort Collins, Colorado 80525)later than December 5, 2003 in order to be consdifor inclusion in such proxy
materials. The proxy solicited by management of @&ubed Energy for the 2004 Annual Meeting of Stoddés will confer discretionary
authority to vote on any stockholder proposal pneei at that meeting, unless Advanced Energy igigeed with notice of the proposal no
later than February 18, 2004.

FORM 10-K

A copy of Advanced Energy’s 2002 Annual Remor Form 10-K is included in the 2002 Annual ReporStockholders accompanying
this proxy statement. You can request an additioopy of the 2002 Annual Report on Form 10-K bylmgia request to the Secretary of
Advanced Energy at 1625 Sharp Point Drive, Forti@nlColorado 80525.

OTHER MATTERS

It is important that your stock be represdratethe meeting, regardless of the number of sttaet you hold. You are therefore urged to
execute and return, at your earliest convenietesatcompanying proxy card in the envelope thabkas enclosed. Instructions as to how to
deliver your proxy are included in this proxy statmt under the caption “Delivery and RevocabilityPooxies” on page 2 and on the proxy
card.

THE BOARD OF DIRECTORS

Dated: April 4, 2003
Fort Collins, Colorado
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APPENDIX A
AUDIT AND FINANCE COMMITTEE CHARTER
Organization

There shall be an audit and finance commiifeébe board of directors of Advanced Energy Indas, Inc., which shall be an “audit
committee” within the meaning of Section 3(a)(58jh® Securities Exchange Act of 1934 (the “ExclaAgt”). The audit and finance
committee which is appointed by the board, shattdraposed of at least 3 directors, none of whortt BBamployees of the corporation and
each of whom shall be free from any relationshat thould interfere with the exercise of his or lmetependent judgment, as determined by
the Board of Directors and in accordance with titeependence requirements of the Nasdag Stock M@hNasdaqg”), Section 10A(m)(3) of
the Securities Exchange Act of 1934 (the “Exchafigi), and the rules and regulations of the Semsiand Exchange Commission (“SBC”
At least one member of the audit and finance cotemishall also be an “audit and finance commiitegntial expert” as defined by the SEC.
Each member shall be financially literate as deieeoh by the Board of Directors in its business judgt.

Statement of Policy

The audit and finance committee shall prowadsistance to the board of directors in fulfillitgyresponsibility to the stockholders,
potential stockholders, and investment communitgtireg to corporate accounting, reporting practicethe corporation, and the quality and
integrity of the financial reports of the corpoaati In so doing, it is the responsibility of thed#wand finance committee to maintain free and
open means of communication between the diredfoesndependent auditors, the internal auditord,tha financial management of the
corporation. The audit and finance committee shiath establish procedures, and maintain easy atréss audit and finance committee, for
all employees and consultants to the corporatiomioce concerns and report potential misconduthécaudit and finance committee. The
audit and finance committee shall have a clear tgtaieding with management and the independent@sdhat the independent auditors are
to report directly to the audit and finance comedttand that the independent auditors are ultimatadountable to the Board and the audit
and finance committee, as representatives of theocation’s stockholders. The committee shall haweeeting at least quarterly each fiscal
year and at any additional time as either the boattle committee deems advisal

Responsibilities

The audit and finance committee’s policied procedures in carrying out the committee’s resfimiities should remain flexible, in order
to best react to changing conditions and to ensutiee directors and stockholders that the corpaaatounting and reporting practices of the
corporation are in accordance with all requiremanis are of the highest quality.

In carrying out its responsibilities, the @whd finance committee will:
* Have sole authority to hire and terminate the imthelent auditors, who are ultimately accountabkaécaudit and finance committee.

* Be responsible for reviewing and approving the saoithe audit and the audit fees to be paid akagedny significant variations to the
original scope and fe

- Evaluate on a periodic basis the independent asditogaged to audit the financial statements o€tingoration and its divisions and
subsidiaries

* Have the sole authority to approve non-audit ses/io be performed by the independent auditorsphiytas permitted by the Nasdaq
rules and the rules and regulations of the SECghvauthority the audit and finance committee mdgghte to one or more members of
the audit and finance committee. In the event ohgilelegation, the member or members to whom thtsoaity has bee
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delegated shall report any decisions made wither@dp non-audit services to the full audit andfice committee at such committee’s
next scheduled meetin

» Meet with the independent auditors and financiahaggement of the corporation to review the scopb@fproposed audit for the curre
year and the audit procedures to be utilized, atldeaconclusion thereof review such audit, inahgdany comments ¢
recommendations of the independent audi

 Review with the independent auditors, the corporegiinternal auditor, if applicable, and financiad accounting personnel, the
adequacy and effectiveness of the accounting awadhdial controls of the corporation, and elicit aegommendations for the
improvement of such internal control procedurepaticular areas where new or more detailed cantroprocedures are desirable.
Particular emphasis should be given to the adeqoBsych internal controls to expose any payméraasactions, or procedures that
might be deemed illegal or otherwise improper. rertthe committee periodically should review comppolicy statements to
determine their adherence to the corporis code of conduc

« Review the internal audit function of the corparatincluding the independence and authority oféfmorting obligations, the proposed
audit plans for the coming year, and the coordimatif such plans with the independent audit

* Receive prior to each meeting, a summary of finglifngm completed internal audits and a progressrtem the proposed internal audit
plan, with explanations for any deviations from trigjinal plan.

* Review the financial statements contained in threuahreport to stockholders with management andnttiependent auditors, as well as
all significant correcting adjustments identifieglthe independent auditors or disagreements betmasragement and the independent
auditors, to determine that the independent awgldoe satisfied with the disclosure and contemt@fiinancial statements to be
presented to the stockholders. Any changes in adicmuprinciples should be reviewed as well as @mnges in the selection,
application and disclosure of critical accountiruigies.

* Review, at least quarterly, with the independenlitats the corporation’s critical accounting padisiand practices and alternative
treatments of financial information within geneyadiccepted accounting principles that have beatudéed with manageme

« Provide sufficient opportunity for the internalgipplicable, and independent auditors to meet thighmembers of the audit and finance
committee without members of management presenargnthe items to be discussed in these meetingbatiadependent auditors’
evaluation of the corporation’s financial, accongtiand auditing personnel, and the cooperatiartiiegasindependent auditors received
during the course of the audit, including theires=xto all requested records, data and informe

« Receive written statements from the independentasgdielineating all relationships between thesipehdent auditors and the
corporation consistent with Independence Standdodsd Standard No. 1, and consider and discussthgtlauditors any disclosed
relationships or services that could affect theitaus! objectivity and independence, and if so deieed by the audit and finance
committee, take appropriate action to resolve issagarding the independence of the audi

» Review accounting and financial human resourcessandession planning within the corporation.

« Investigate any matter brought to its attentiorhimithe scope of its duties, with the power toiretand pay for, out of corporation fun
outside counsel and other advisors for this purffoseits judgment, that is appropria

* Review and discuss with management the financtstents and Management’s Discussion and Analgstfos of the corporation’s
Annual Reports on Form -K and Quarterly Reports on Form-Q and recommend the filing of the rep«

» Review and approve (to the extent not previousfyrayed by the corporation’s Board of Directorshatetl party transactions as such
term is used by SFAS No. 57 or as otherwise requoée disclose
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in the corporation’s financial statements or peaddiings with the SEC. It is management’s respbitisy to bring such related party
transactions to the attention of the members ottt and finance committe

» Review corporation press releases containing fimhimdformation for the purpose of ensuring thatlspress releases properly disclose
financial information presented in accordance witherally accepted accounting principles (GAAPgcdhtely disclose how any
information differs from financial information prested in accordance with GAAP and does not givaiamominence to such non-
GAAP information or otherwise provide misleadinggentations of the corporat’s results of operations or financial conditi

« Review and approve the hiring of any employee veéhenmployed by the independent auditor, or has begrloyed by the independent
auditor within the five years prior to the datedetermination whether or not to hire such emplo

« Establish and maintain procedures for, and a pafcgpen access to the members of the audit aadde committee by the employees
and consultants to the corporation to enable thgi@maes and consultants to bring to the attentfdheaudit and finance committee
concerns held by such employees and consultardasdieg the financial reporting of the corporatiand to report potential misconduct
to the audit and finance committe

* Prepare the report of the audit and finance coramitéquired by the rules of the Securities and &xgh Commission to be included in
the corporatio’s annual proxy stateme!

» Review and assess the adequacy of this charteqaged and recommend any proposed changes toénd for approval.

« Submit the minutes of all meetings of the audit indnce committee and discuss the matters disdustseach committee meeting with
the board of director:

* Perform such other functions and to have such pewérmay deem necessary or advisable in theeifiand lawful discharge of the
foregoing.

« Establish procedures for dealing with informatidmoat violations of securities laws received frontside counsel or from employees
under the*whistleblowe” provisions of the Sarbar-Oxley Act.

The committee shall periodically receive népdrom and discuss with the Company’s generahselthe adequacy of the policies and
practices of the Company related to compliance Wath regulatory requirements, conflicts of interastl ethical conduct including any
potential or actual conflicts of interest involvidgectors or officers of the Company.

While the committee has the responsibilitd aower set forth in this charter, it is not théydof the committee to plan or conduct audits
or to determine that the Company’s financial staets are complete and accurate and are in accardétitgenerally accepted accounting
principles. This is the responsibility of managetamd the independent auditor. Nor is it the ddtthe committee to conduct investigations
or to assure compliance with laws, regulationsthedCompany’s code of conduct.
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APPENDIX B

ADVANCED ENERGY INDUSTRIES, INC.
2003 STOCK OPTION PLAN
Adopted February 12, 2003

1. PurposeThe purpose of the Plan is to provide an incerttivattract, retain and reward individuals perforgngervices for the
Company, and to motivate such individuals to couiie to the growth and profitability of the Company

2. DefinitionsWhenever the following terms are used in the Rlagy shall have the meaning indicated below, urdedi$ferent
meaning is required by the context.

(a) “Administrator” means either the Boardaccommittee of at least two Board members to wiiiehBoard allocates administration of
the Plan.

(b) “Board” means the board of directorshe Corporation.
(c) “Code” means the Internal Revenue CodE986, as amended.

(d) “Company” means, collectively, the Cormtoon and any “parent corporation” or “subsidiaoyporation”of the Corporation as defin
in Code § 424(e) and § 424(f), respectively.

(e) “Corporation” means Advanced Energy Indas, Inc., a Delaware corporation.

(f) “Fair Market Value” means, with respeata Share as of any date, the closing sale prieeStfare on such date (or previous business
day if such date is not a business day) on theipahexchange or market on which Shares are tetadlor admitted to trading. If, for any
reason, the preceding rule cannot be applied &rhéte fair market value, then the Administratoalsmake a good faith determination of
fair market value.

(9) “ISO” means an incentive stock optionhiritthe meaning of Code § 422.
(h) “NSO” means an option that is not an ISO.

(i) “Participant” means a person who hasiremka grant or award under the Plan. If a graraveard is assigned pursuant to Section 6(c),
the term “Participant” shall mean the assignee wiegnired by the context.

() “Plan” means this Advanced Energy Indigsty Inc. 2003 Stock Option Plan.

(k) “Service” means the Participant’'s empl@nnor service with the Company, whether in theacitp of an employee, a director, or a
consultant.

() “Share” means one share of common std¢ke Corporation.

3. Administration.The Plan shall be administered by the Administre®oibject to the provisions of the Plan, the Adstiaitor shall have
the authority to select the persons to be granp¢idres under this Plan, to fix the number of shaines each Participant may purchase, to
determine the exercise price of options grantedetdhe terms and conditions of each option (tlioly the period over which the option
becomes exercisable), and to determine all othétensarelating to administration and operationhaf Plan. All questions of interpretation,
implementation, and application of the Plan shalbletermined by the Administrator in its sole dision. Such determinations shall be final
and binding on all persons. No member of the Bearcbmmittee that acts as Administrator shall Bblé for any act or omission on such
member’s own part, including but not limited to #weercise of any power or discretion given to smgmber under the Plan, except for those
acts or omissions resulting from such member’s grass negligence or willful misconduct.

4. Shares Subject to the Plarhe maximum number of Shares that may be issuexiipat to this Plan is three million two hundredfif
thousand (3,250,000), subject to adjustment asigedvin
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Section 6(e), and subject to limited re-issuancedisated below. If an option expires, is surrenede or becomes unexercisable without
having been exercised in full, or if any unissubdu®s are retained by the Corporation upon exeotiaa option in order to satisfy any
withholding taxes due with respect to such exerdis®unissued or retained Shares shall becom&ahbleafor future grant under the Plan
(unless the Plan has terminated). If unvested Staeeforfeited, such Shares shall also becoméabilaifor future grant under the Plan, but
the total number of such forfeited Shares that trecavailable may not exceed twice the maximum nurséieforth above (subject to
adjustment as provided in Section 6(e)). Other &htrat actually have been issued under the Plsugnt to an option shall not be returned
to the Plan and shall not become available forrugrant under the Plan.

5. Eligibility. The Administrator may grant an option or optionsuty employee or consultant of the Company, astszlén the sole
discretion of the Administrator. No individual megceive aggregate grants or awards under thistRérexceed 25% of the number of Shi
reserved for issuance under Section 4 (subjedjtsment as provided in Section 6(e)).

6. General Terms and Conditions.

(a) Option Agreementg=ach option granted under the Plan shall be authditby action of the Administrator and shall bedewiced by a
written agreement in such form as the Administratall from time to time approve, which agreeméwatiscomply with and be subject to the
terms and conditions of the Plan.

(b) 1ISOs or NSOptions granted under the Plan shall be desigrigtéde Administrator as either ISOs or NSOs. ThenBany does ni
represent or warrant that an option intended tarbksO qualifies as such. To the extent that tlyeeagte Fair Market Value (determined as
of the date the option is granted) of the Shardis keispect to which ISOs are exercisable for trst fime by any individual during any
calendar year (under all plans of the Company) eds®ne hundred thousand dollars ($100,000), thieroghall be treated as an NSO. If an
ISO is exercised more than three (3) months dfieidate on which the Participant ceases to be atogee (other than by reason of death or
permanent and total disability as defined in Co@2&)(3)), the option will be treated as an NS@] aot an 1SO, as required by Code § 422.

(c) Transferability.Options granted under the Plan are not transfetabthe Participant and shall be exercisable dutegParticipant’s
lifetime only by the Participant; provided, howevéirat an option may be transferred upon the agpraithe Administrator (in its sole
discretion) by appropriate instrument pursuant tmestic relations order described in Rule 16aflthe 1934 Act or to an inter vivos or
testamentary trust in which the option is to bespddo the Participant’s beneficiaries upon thei¢lpant’s death or by gift to the Participant’
immediate family (consisting of the Participanttsld, stepchild, grandchild, parent, stepparerangparent, spouse, sibling, mother-in-law,
father-in-law, son-in-law, daughter-in-law, brotheflaw, or sister-in-law, and shall include adweptrelationships). No option or interest
therein may be otherwise transferred, assignedgpl& or hypothecated by the Participant, whetheperation of law or otherwise, or be
made subject to execution, attachment, or similacgss. Any such purported assignment, sale, ggradlegation, or other disposition shall
be null and void.

(d) Modification, Extension, and Renew@he Administrator shall have the power to modifyte&d, or renew outstanding options and
authorize the grant of new options in substitutioerefor, provided that any such action may nottthe effect of significantly impairing any
rights or obligations of any option previously gieshwithout the consent of the affected Participbiowever, the Company will not reduce
the exercise price of any outstanding option ocehautstanding options and grant replacement ngtiath a lower exercise price without
prior approval of the shareholders.

(e) Changes in Capitalization or Corporate Transactitmthe event of any merger, consolidation, reorggtion, recapitalization, stock
dividend, stock split, reverse stock split, separgtliquidation or other change in the corporatacture or capitalization affecting the Shares,
appropriate adjustment shall be made by the Adinaid in the kind, option price, and number ofrglseof stock (including, but not limited
to, the maximum number of Shares reserved undePlth® that are or may become subject to optiodsodtmer awards granted or to be
granted under the Plan. If in connection with tharge the Corporation ceases to
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exist, the surviving or successor entity must eittssume the Corporation’s rights and obligatioitk vespect to outstanding options or
substitute for outstanding options substantiallyiegjent options for equity interests in the entlfythere is no surviving or successor entity, a
Participant’s outstanding option must be exerclsefdre the change, or the option will terminate e@dse to be outstanding.

7. Exercise.

(a) Exercise PriceThe exercise price of an option shall be not lkas the Fair Market Value of a Share on the datbefrant of the
option.

(b) Time of ExerciseAn option shall become exercisable as specifigtienoption agreement; provided, however, thatr(ipption shall
not be exercisable after the 10th anniversary @fdite of grant and (ii) unless expressly proviotbe@rwise in the option agreement, an op
shall not be exercisable to the extent its exewizeld result (determined at the time of exercisglompensation not deductible by the
Corporation under Code 8§ 162(m) (unless a failarexiercise will result in the termination of thetiop).

(c) Special Rules for 10% Owneihe exercise price of an ISO granted to an indi@dvho owns stock possessing more than ten percer
(10%) of the combined voting power of all classkéstock of the Corporation shall not be less thae bundred ten percent (110%) of the |
Market Value of a Share on the date of grant. N ¢ffanted to an individual who owns stock possessiare than ten percent (10%) of the
total combined voting power of all classes of stotkhe Corporation shall be exercisable afteretkgiration of five (5) years from the date of
grant. For purposes of determining whether an idd& owns stock possessing more than 10 percéft) df the total combined voting
power of all classes of stock of the Corporatitwe, individual shall be considered as owning thekstawned, directly or indirectly, by or for
his or her brothers and sisters (whether by thelevbiohalf blood), spouse, ancestors, and linesteledants. Stock owned, directly or
indirectly, by or for a corporation, partnershiptate, or trust shall be considered as being oynggbrtionately by or for its shareholders,
partners, or beneficiaries. Stock with respect hictv the individual holds an option shall not beicted.

(d) Notice of ExerciseRarticipants may exercise only by providing writtestice to the Corporation at the address spedcifi¢ke option
agreement, accompanied by full payment for the &htar be purchased. After receiving proper notfaxercise and payment, the
Corporation shall issue a certificate(s) for theu®k purchased, registered in Participant’s namia (@articipant’s name and the name of
Participant’s spouse as community property or g jenants with a right of survivorship).

(e) Taxes and Withholding-he Company shall have the right to deduct fromShares issuable upon the exercise of an optiao, or
accept from the Participant the tender of, a nunob&rhole Shares having a fair market value, asrd@hed by the Administrator, equal to
or any part of the federal, state, local and faraaxes, if any, required by law to be withheldthbg Company with respect to such option or
the Shares acquired upon the exercise thereofinaligely or in addition, in its sole discretiohgtCompany shall have the right to require
Participant, through payroll withholding, cash payor otherwise, including by means of a castdesscise (as described in Section 8(b)),
to make adequate provision for any such tax witthingl obligations of the Company arising in conraetivith the option, or the Shares
acquired upon the exercise thereof.

8. Payment of Exercise PricBayment of any option’s exercise price may be niadash, by check or cash equivalent. At the sole
discretion of the Administrator, the exercise pricay be made as follows:

(a) By Tender of Stockayment may be made by tender (or by attestatiotiet Corporation of Shares owned by Participaninigga fair
market value (as determined by the Administrataheuit regard to any restrictions on transferabdipplicable to such Shares by reason of
federal or state securities laws or agreementsthé@hCorporation’s underwriter) not less than tkereise price; provided that, an option may
not be exercised by tender to the Corporation air&hto the extent such tender would constitutelation of the provisions of any law,
regulation or agreement restricting the redemptiibthe Shares. Unless otherwise provided by the iAgtnator, an option may not be
exercised by tender to the Corporation of Sharéssarsuch Shares either have been owned by thHeipamt for more than six (6) months or
were not acquired, directly or indirectly, from t@erporation.
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(b) By Cashless Exercis€he Administrator reserves, at any and all timles,right, in the Administrator’s sole and absolditcretion, to
establish, decline to approve or terminate any famogor procedures for the exercise of options byt by the assignment of the proceeds
of a sale or loan with respect to some or all ef$hares being acquired upon the exercise of tiengfncluding, without limitation, through
an exercise complying with the provisions of RegjalaT as promulgated from time to time by the Bbaf Governors of the Federal Rese
System.

(c) By Promissory NotdRayment may be made by the Participant’s promissoty in a form approved by the Administrator, gtdeat
no promissory note shall be permitted if the ex@rdf an option using a promissory note would klation of any law. Any permitted
promissory note shall be on such terms as the Adirdmor shall determine; provided that (i) theenfihcluding interest) shall be full
recourse, (ii) interest shall be payable in attlaasual installments at a current market intergst, (iii) the note shall be secured by the St
acquired, and (iv) the remaining balance of the ifstcluding accrued interest) shall be due an@bpkywithin 90 days of termination of
Participants Service for any reason. Unless otherwise provijetthe Administrator, if the Corporation at anyé is subject to the regulatic
promulgated by the Board of Governors of the Fddeeaerve System or any other governmental erffiégting the extension of credit in
connection with the Corporation’s securities, amynpissory note shall comply with such applicablgutations, and Participant shall pay the
unpaid principal and accrued interest, if any hi éxtent necessary to comply with such applicedgealations.

(d) By Other ConsideratiorPayment may be made by such other consideratibg any combination of cash, stock, cashless ex@rcis
promissory note or other consideration as may Ipecaied by the Administrator from time to time tethxtent permitted by applicable laws.

9. Termination of Options.

(a) Termination of Servicdf a Participant’s Service terminates, his or hights to exercise an option then held shall betéahi
Participant’s Service shall not be deemed to hasaihated merely because of a change in the cgpaacithich the Participant renders
Service or a change in the Company, provided tieaktis no interruption or termination of Participa employment or service. Participant’s
Service with the Company shall be treated as coiminintact while the Participant is on militaryglsleave, or other bona fide leave of
absence (such as temporary employment by the goxat) approved by the Company if the period of dealre does not exceed 90 days
if longer, so long as the Participant’s right temgloyment with the Corporation is guaranteed eitlyestatute or by contract. Where the
period of leave exceeds 90 days and where thecRartt’s right to reemployment is not guarantedldegiby statute or by contract, Service
will be deemed to have terminated on the 91st daych leave. Subject to the foregoing, the Adntiatsr, in its sole discretion, shall
determine whether Participant’s Service has tertathand the effective date thereof.

(b) Involuntary Separation without Caudexcept as otherwise provided in paragraphs (cugidf), if a Participant leaves the company
involuntarily without cause, Participant shall hdke right for a period of 180 calendar days afterdate of separation to exercise the option
to the extent Participant was entitled to exerttigeoption on that date; provided, however, thatdhte of exercise is in no event after the
expiration of the term of the option. To the extdrd option is not exercised within this periode tption will terminate.

(c) Termination by Disabilitylf a Participant becomes disabled (within the megmif Code § 22(e)(3)) while in Service, Participan
his or her qualified representative shall haveritjet for a period of twenty-four (24) months afthe date on which ParticipastService enc
to exercise the option to the extent Participarg etitled to exercise the option on that dateyidem the date of exercise is in no event after
the expiration of the term of the option. To théeet the option is not exercised within this peyithee option will terminate.

(d) Termination by Retiremernif.a Participant terminates Service without causenfthe Company after reaching age 60 and with 5 or
more years of continuous service with the Comp®&ayticipant shall have 3 years from date of retéehto exercise the option to the extent
Participant was entitled to exercise the
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option on that date; provided, however, that the daexercise is in no event after the expiratibthe term of the option. To the extent the
option is not exercised within this period, theioptwill terminate. Determination of retirement 8hee at the sole discretion of the
Committee.

(e) Termination after Deathf a Participant dies while in Service, the persdro acquired the right to exercise the option byusst or
inheritance or by reason of the death of the Hpatit shall have the right for a period of twelt@) months after the date of death to exercise
the option to the extent Participant was entitteexercise the option on that date, provided thie dbexercise is in no event after the
expiration of the term of the option. To the extdrd option is not exercised within this periode tption will terminate.

(f) Termination for Cause or Voluntary Separatitira Participant’s Service is terminated by the @amy for Cause or the Participant
voluntarily leaves the Company, Participant shalldino right to exercise the option, and the optidhterminate. “Cause” means that
Participant is determined by the Administrator &wvé committed an act of embezzlement, fraud, disbignor breach of fiduciary duty to the
Company, or to have deliberately disregarded thesrof the Company, under circumstances that coachally be expected to result in loss,
damage, or injury to the Company, or because Raatit has made any unauthorized disclosure of &ttyecsecrets or confidential
information of the Company, has induced any cl@ntustomer of the Company to break any contrattt the Company, has induced any
principal for whom the Company acts as agent tmitgte the agency relationship, or has engagendyirtanduct that constitutes unfair
competition with the Company.

(g) Option AgreemeniThe option agreement may provide rules differemtnfthose set forth in subsections. (a) through (e).
10. Change in ControlAn option’s term may be affected by a Change int@bnas described in this section.

(a) Optional Assumption or Substitutiofit the time of a Change in Control, the survivingntinuing, successor or purchasing
corporation or parent corporation thereof, as #imeanay be (the “Acquiror”), may either assumeGbeporations rights and obligations wit
respect to outstanding options or substitute fastanding options substantially equivalent optiforgshe Acquiror’s stock. If the Acquiror is
the same corporate entity as the Corporationsautcessor by merger, a reaffirmation of the opditall be treated as an assumption, and a
failure to reaffirm shall be treated as a faillweassume.

(b) No Assumption or Substitution — Terminati@ptions that are neither assumed nor substitutebyféhe Acquiror in connection with
a Change in Control, nor exercised as of the tifrtt@Change in Control, shall terminate and céadr outstanding.

(c) Definition. For purposes of this Plan, a Change in Control meagingle Ownership Change Event or combinatigerafimate (in
time, purpose, cause and effect, and/or the ideotithe parties involved) Ownership Change Evéotdiectively, a “Transaction”) wherein
the stockholders of the Corporation immediatelyobethe Transaction do not retain immediately dfierTransaction, in substantially the
same proportions as their ownership of shareseo€ibrporation’s voting stock immediately before Tmansaction, direct or indirect
beneficial ownership of more than 50% of the totahbined voting power of the outstanding votingktof the Corporation or the
corporation or corporations to which the assethefCorporation were transferred (the “Transferegp@Gration(s)”), as the case may be. For
purposes of the preceding sentence, indirect baak@iwnership shall include, without limitatiom aterest resulting from ownership of the
voting stock of one or more corporations whichaaesult of the Transaction, own the CorporatiotherTransferee Corporation(s), as the
case may be, either directly or through one or rsaiesidiary corporations. An Ownership Change Ewezdns (i) the direct or indirect sale,
exchange or transfer of the voting stock of thep@aation, (ii) a merger or consolidation in whittetCorporation is a party, (iii) the sale,
exchange or transfer of all or substantially althe# assets of the Corporation, or (iv) a liquiolatr dissolution of the Corporation. The Board
shall have sole discretion to determine whetherganicular facts and circumstances constitute @nédship Change Event or a Transaction,
and its determination shall be final, binding anddusive.
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11. Restricted Stock Awards.

(a) General RuleThe Administrator may award Shares to a persorb&iginder Section 5, subject to such terms anditons
consistent with this Plan that the Administrataalsihmpose as set forth in a separate award agneeme

(b) Vesting.An award under this section may condition the wgstif Shares on the performance of future senbyete eligible person,
and may alternatively or additionally condition tresting of Shares on such other performance-klzdaditions that the Administrator shall
impose in its sole discretion.

(c) Transferability.An unvested Share will not be transferable by tagi€pant until it becomes vested. The Companyl skeeive a
stock power duly endorsed in blank with respecesiricted Shares, and the related stock cergishall bear the following legend:

The transferability of this certificate afgbtshares of stock represented hereby are subjtut testrictions, terms and conditions
(including forfeiture provisions and restrictiongainst transfer) contained in the Advanced Enenglystries, Inc. 2003 Stock Option Plan
an award agreement entered into between the registevner of such shares and Advanced Energy Indsisinc. A copy of the plan and
agreement is on file in the office of the Secretanadvanced Energy Industries, Inc.

Such legend shall be removed from the cedtii only after the Shares vest. Each certificatiedd with respect to Shares subject to this
section, together with the stock powers relatetthéoShares, shall be deposited by the Companyanstistodian designated by the Company
(and which may be the Company or an affiliate).

(d) Voting Rights and Dividendklnvested Shares may be voted by the holder of Shehes. Dividends payable with respect to unvested
Shares will be paid to the holder of the Sharebawuit regard to restrictions.

(e) Change in ControlAn Acquiror described in Section 10(a) shall hageobligation to assume or substitute an award wésted
Shares, and any such Shares not assumed or stdasiiticonnection with a Change in Control shalfdséeited generally in the manner
described in Section 10(b).

12. Stock Appreciation Right$he Administrator may award a right to receive askt the amount that the Fair Market Value of a &har
exceeds a stated exercise price (a “stock appi@tiagiht” or “SAR”) to a person eligible under Sien 5 on such terms that the
Administrator shall determine, consistent with thiens of this Plan. An SAR shall be subject toghme general terms that apply to an option
granted hereunder, including (but not limited tm terms set forth in Sections 6, 7, 9 and 10 peogpiately modified. An exercised SAR v
reduce the Shares reserved for issuance undetaheifder Section 4.

13. Securities Law Compliance.

(a) General RulesAll awards under this Plan shall be subject to cliampe with all applicable requirements of fedesadite or foreign
law with respect to such securities. Options maybeoexercised if the issuance of Shares upon iseenmuld constitute a violation of any
applicable federal, state or foreign securitiesslawother law or regulations or the requiremeftny stock exchange or market system upon
which the Shares may then be listed. In additionpption may be exercised unless (i) a registrattatement under the Securities Act shall at
the time of exercise of the option be in effectwigspect to the Shares issuable upon exercise aftion, or (ii) in the opinion of legal
counsel to the Corporation, the Shares issuabla agercise of the option may be issued in accomaith the terms of an applicable
exemption from the registration requirements of$eeurities Act. The inability of the Corporatiandbtain from any regulatory body having
jurisdiction the authority, if any, deemed by ther@bratior's legal counsel to be necessary to the lawfuldese and sale of any shares
hereunder shall relieve the Corporation of any
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liability in respect of the failure to issue orls&lich shares as to which such requisite authshiyl not have been obtained.

(b) Conditions of ExerciséAs a condition to the exercise of any option, tleepgration may require Participant to satisfy any
qualifications that may be necessary or appropriatevidence compliance with any applicable lawegulation and to make any
representation or warranty with respect theretmag be requested by the Corporation.

14. Miscellaneous.
(a) No Right to an OptioriNothing in the Plan shall be construed to give p@gson any right to benefit under the Plan.

(b) No Employment RightBleither the Plan nor the granting of an optionamay other action taken pursuant to the Plan sbabtitute ol
be evidence of any agreement or understandingesggr implied, that the Company will utilize Peigant’s services for any period of time,
or in any position, or at any particular rate ofrgensation.

(c) No Stockholders’ Right®articipant shall have no rights as a shareholdé&rrnespect to the Shares covered by his or héompuntil
the date of the issuance to him or her of a shenéicate for the Shares, and no adjustment vélhiade for dividends or other rights for
which the record date is prior to the date theifagate is issued.

(d) Claims.Any person who makes a claim for benefits undeiPfam or under any option agreement entered intsuamt to the Plan
shall file the claim in writing with the Administiar. Written notice of the disposition of the clagiall be delivered to the claimant within
60 days after filing. If the claim is denied, thdrAinistrator's written decision shall set forthtfie specific reason or reasons for the denial,
(i) a specific reference to the pertinent prowisi®f the Plan or option agreement on which theadlénbased, and (iii) a description of any
additional material or information necessary fa thaimant to perfect his or her claim and an exgi@an of why such material or informati
is necessary. No lawsuit may be filed by the claimantil a claim is made and denied pursuant te shbsection.

(e) Attorneys’ Feesin any legal action or other proceeding brougheiblyer party to enforce or interpret the termshef dption
agreement, the prevailing party shall be entittecktover reasonable attorneys’ fees and costs.

() Confidentiality.The terms and conditions of the option agreemanh)ding without limitation the number of Shares ¥idhich the
option is granted, are confidential. The Partictrall not disclose the terms of the option to Hiigd party, except to Participant’s financial
or legal advisors, tax preparer or family membendess disclosure is required by law.

(g) Corporation Free to ActAn option grant shall not affect in any way thehtigr power of the Corporation or its stockholdersnake
or authorize any or all adjustments, recapitalaej reorganizations, or other changes in the Gatjon’s capital structure or its business, or
any merger or consolidation of any member of then@any or any issue of bonds, debentures, or pesfenr preference stocks affecting the
Shares or the rights thereof, or of any rightsian®, or warrants to purchase any capital stodk@{Corporation, or the dissolution or
liquidation of the Corporation, any sale or trangfeall or any part of its assets or businessnyr other corporate act or proceedings of the
Corporation, whether of a similar character or oilige.

(h) SeverabilityIf any provision of the Plan or option agreementit®application to any person, place, or circuamse, is held by an
arbitrator or a court of competent jurisdictiorb® invalid, unenforceable, or void, that provisghall be enforced to the greatest extent
permitted by law, and the remainder of this Plath eption agreement and of that provision shall iarrafull force and effect as applied to
other persons, places, and circumstances.

(i) Substitution/ Assumptioithe Company may substitute or assume outstanditignspgranted by another company by either
(i) granting an option under this Plan in subsiitutof such other company’s
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option or (ii) assuming such option as if it hae&granted under this Plan if the terms of suchrass option are consistent this Plan. Such
substitution or assumption will be permissiblenié tholder of the substituted or assumed option evbalre been eligible to be granted an
option under this Plan if the other company hadiaghe rules of this Plan to such grant. In tiierg of an assumption hereunder, the terms
and conditions of the option will remain unchangextept that the exercise price and the numbenande of shares issuable upon exercise
of any such option will be adjusted appropriatelyiie manner described in Code § 424(a). If the fizom substitutes a new option for the
option, such new option may be granted with a sirlyiladjusted exercise price.

() Exchange RequirementiBhe requirements of any stock exchange or othabksihed market (such as the NASDAQ), on which the
Corporation’s common stock is traded, are herebgrjporated into this Plan by reference.

(k) Governing LawThis Plan and the option agreement shall be godeogeand construed in accordance with the lawbeftate of
Colorado applicable to contracts wholly made andiopeed in the State of Colorado.

15. Effective Date of the Plaifhe Plan will become effective upon adoption byBoard, subject to approval by the Corporation’s
stockholders within one year. Options may be gateder the Plan at any time after the Plan’s adotnd before the Plan’s termination.
The Plan shall terminate on the 10th anniversaitsatdoption.

16. Amendment of the Plaiihe Board may suspend or discontinue the Planvise®r amend it in any respect whatsoever; prakide
however, that without approval of the Corporatiost@ckholders no revision or amendment shall chamg@umber of Shares issuable under
the Plan (except as provided in Section 6(e)), ghdhe designation of the class of individualsiblegto benefit under the Plan, or materially
increase the benefits accruing to Participants.

IN WITNESS WHEREOF, the undersigned Secretdithhe Corporation certifies that this Plan wasgtdd by the Board on February 12,
2003, and effective as of the same date.
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APPENDIX C

ADVANCED ENERGY INDUSTRIES, INC.
2003 NON-EMPLOYEE DIRECTORS’ STOCK OPTION PLAN
Adopted February 12, 2003

1. PurposeThe purpose of the Plan is to attract and retadrs#rvices of experienced and knowledgeable norege directors of
Advanced Energy Industries, Inc., and to providénaentive for such directors to increase theippietary interests in the Company’s long-
term success and progress.

2. Definitions.Whenever the following terms are used in the Rlagy shall have the meaning indicated below, urdedi§ferent
meaning is required by the context.

(a) “Administrator” means the administrato@mmittee described in Section 3.
(b) “Board” means the board of directorshe Company.
(c) “Company” means Advanced Energy Industriec., a Delaware corporation.

(d) “Non-Employee Director” means any membethe Board who is a “non-employee director” withine meaning of Rule 16b-3(b)(3)
(i) under Section 16 of the Securities Exchangedkd934 (“1934 Act”).

(e) “Plan” means this Advanced Energy Indastrinc. 2003 Non-Employee Directors’ Stock Optilan.
(f) “Share” means one share of common std¢ked Company.

3. Administration.The Plan shall be administered by a committee salduy the Board consisting of at least 2 individwach of
whom is either (i) a member of the Board and nNba-Employee Director or (ii) a senior officer éiet Company who is not a member of the
Board. Subject to the provisions of the Plan, tldenfistrator shall have the authority to determafiether matters relating to administration
and operation of the Plan. All questions of intetption, implementation, and application of thenFdhall be determined by the Administrator
in its sole discretion. Such determinations shalfibal and binding on all persons.

4. Shares Subject to the Plarhe maximum number of Shares that may be issuexipnt to options granted under the Plan is one
hundred fifty thousand (150,000), subject to adinesit as provided in Section 6(e) and subject tddidnre-issuance as indicated below. If an
option expires, is surrendered, or becomes unesadig without having been exercised in full, thissmed or retained Shares shall become
available for future grant under the Plan. Othear8k that actually have been issued under thepRlaguant to an option shall not be returned
to the Plan and shall not become available forrugrant under the Plan.

5. Eligibility. A Non-Employee Director will receive option gramtsder this Plan on the terms and conditions sét farSection 6. No
other person may benefit under this Plan.

6. General Terms and Conditions.

(a) Automatic GrantsOn and after the date of the annual meeting o€itiapany’s stockholders to be held in 2003, andesibp
adjustment under subsection (e), a Nonployee Director will automatically receive anioptto purchase (i) fifteen thousand (15,000) S¢
on the date first elected or appointed as a mewitthie Board and (ii) five thousand (5,000) Shamesny date relected (or first elected af
an appointment) as a member of the Board by thepaogis stockholders. Any such option will be subjecthe terms and conditions set
forth in this Plan, and will be evidenced by writteotice in such form as the Administrator shatbdaine.

(b) Options Are Not Qualifiedptions granted under the Plan are not incentiveksbptions described in Internal Revenue CodeZ% 42
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(c) Transferability.Options granted under the Plan are not transfetabtbe Non-Employee Director and shall be exeltesduring the
Non-Employee Director’s lifetime only by the Non-Empé&e Director; provided, however, that an option ayransferred upon the
approval of the Administrator (in its sole discoefj by appropriate instrument pursuant to a domestations order described in Rule 16a-12
of the 1934 Act or to an inter vivos or testamentaust in which the option is to be passed toNlba-Employee Director’s beneficiaries upon
the Non-Employee Director’s death or by gift to bisher immediate family (consisting of the Non-Hayge Director’s child, stepchild,
grandchild, parent, stepparent, grandparent, spsiag, mother-in-law, father-in-law, son-in-ladaughter-in-law, brother-in-law, or sister-
in-law, including adoptive relationships). Exceptmovided in Section 7(d), no option or interéstréin may be otherwise transferred,
assigned, pledged, or hypothecated by a Non-EmelByector, whether by operation of law or othemyisr be made subject to execution,
attachment, or similar process. Any such purpoatgsignment, sale, transfer, delegation, or othgradition shall be null and void.

(d) Modification, Extension, and Renew@he Administrator shall have the power to modifyte@d, or renew an outstanding option
granted under this Plan, in a manner consisteft tivé terms of the Plan, provided that any sucioachay not significantly impair the
optionholder’s rights without his or her consenbw¢ver, the Company will not reduce the exercisgepof any outstanding option or cancel
outstanding options and grant replacement optidtisaiower exercise price without prior approvéthee shareholders.

(e) Changes in Capitalization or Corporate Transactibmthe event of any merger, consolidation, reorg@tion, recapitalization, stock
dividend, stock split, reverse stock split, separgtliquidation or other change in the corporatacture or capitalization affecting the Shares,
appropriate adjustment shall be made by the Adinaid in the kind, option price, and number ofrglseof stock (including, but not limited
to, the maximum number of Shares reserved undePlt® that are or may become subject to optioastgd or to be granted under the Plan.
If in connection with the change the Company ce&sesist, the surviving or successor entity mutsise assume the Company’s rights and
obligations with respect to outstanding optionsustitute for outstanding options substantiallyieajent options for equity interests in the
entity. If there is no surviving or successor gniit Non-Employee Director’s outstanding optionlsbacome fully vested and exercisable as
of the date seven (7) calendar days before thegehdrhe exercise of any option that was permissiblely by reason of the change shall be
conditioned upon consummation of the change. Osgtibat are neither assumed, substituted nor exereis of the time of the change shall
terminate and cease to be outstanding.

7. Exercise.

(a) Exercise PriceThe exercise price of an option shall be not lbas bne hundred percent (100%) of the fair markktesof a Share on
the date of grant. The fair market value of a Slkaref any date means the closing sale price dfaeSon such date (or previous business day
if such date is not a business day) on the prih@pehange or market on which Shares are therdlst@dmitted to trading. If, for any reas
the preceding rule cannot be applied to detern@ivariarket value, then the Administrator shall malkgood faith determination of fair mar
value.

(b) Vesting.An option shall be immediately and fully exercisabi.e., vested) on the date granted; provided, howevet tiigsoption
awarded on the date first elected or appointedrasraber of the Board shall instead (i) be immedjaggercisable to the extent of one-third
of the Shares subject to the option upon granhy &mother one-third of such Shares on each oféketwo anniversaries of the date granted,
and (ii) become fully exercisable upon a Chang&antrol while the optionee is a member of the Bpagdprovided in Section 9.
Notwithstanding clauses (i) and (ii) of the precepdsentence, no additional vesting will occur affter date the N-Employee Director ceas
to be a member of the Board.

(c) Payment of Exercise PricAn option may be exercised in whole or in parttfte extent exercisable) at any time and from time t
time. The purchase price of Shares purchased wmdeption will be paid in full to the Company ineit to the exercise of the option by
delivery of consideration equal to the producthaf option price and the number of Shares purch&ezh consideration may be paid (i) in
cash, (ii) at the discretion of the Administratorshares of Company common stock either alreadyeovby the Non-Employee Director for
at least six (6) months or not acquired, directlyndirectly, from the Company,
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or (iii) any combination thereof. The fair marketlwe of such common stock as delivered shall beedbhs of the day prior to delivery. The
Administrator can determine that additional formhi@ayment will be permitted. To the extent pernutly the Administrator and applicable
laws and regulations (including, but not limited fiederal tax and securities laws, regulationssiate corporate law), an option may also be
exercised in a “cashless” exercise by delivery pfaperly executed exercise notice together witwmcable instructions to a broker
designated by the Administrator to deliver promptlthe Company the amount of sale or loan proctegay the purchase price. A Non-
Employee Director shall have none of the righta sfockholder until the Shares are issued.

(d) Exercise After Deathn the event of the death of a Non-Employee Dineatibo holds an exercisable option under the PlaaaNon-
Employee Director’s option shall (subject to Sett®) be exercisable by the legal representatitheestate of such decedent, by any person
or persons whom the decedent shall have desigiratedting on forms prescribed by and filed withret@ompany or, if no such designation
has been made, by the person or persons to whodetteelent’s rights have passed by will or the lafadescent and distribution. To the
extent permitted by applicable law and the rulesmrigated under Section 16(b) of the 1934 ActAliministrator may permit a Non-
Employee Director to designate in writing during thon-Employee Director’s lifetime a beneficiaryréxeive and exercise stock options in
the event of the Non-Employee Director’s death.

8. Termination of OptionsAn option shall cease to be exercisable after #kee of (i) six (6) months after the date the Nemployee
Director ceases to be a member of the Board (imofubly reason of death), (ii) the occurrence othaige in Control and (iii) the 10th
anniversary of the date of grant; provided, howetret in the case of a Non-Employee Director was $erved continuously as a member of
the Board for at least five (5) years, the periedalibed in clause (i) shall be eighteen (18) mnanth

9. Change in ControlA Non-Employee Director’s outstanding option shmtome fully exercisable as of the date sevengléndar
days before a Change in Control. The exercise poation that was permissible solely by reason 6hange in Control shall be conditioned
upon consummation of the Change in Control. Opttbas are not exercised as of the Change in Cosliall terminate and cease to be
outstanding. A Change in Control means a single @sltip Change Event or combination of proximateitie, purpose, cause and effect,
and/or the identity of the parties involved) OwinpsChange Events (collectively, a “TransactionHesein the stockholders of the Company
immediately before the Transaction do not retaimadiately after the Transaction, in substantidily $ame proportions as their ownership of
shares of the Comparsyvoting stock immediately before the Transactiirect or indirect beneficial ownership of moreritz0% of the tote
combined voting power of the outstanding votingktof the Company or the company or companies ticlwine assets of the Company w
transferred (the “Transferee Company(s)”), as #seanay be. For purposes of the preceding sentedagect beneficial ownership shall
include, without limitation, an interest resultirgm ownership of the voting stock of one or mooenpanies which, as a result of the
Transaction, own the Company or the Transferee @og{es), as the case may be, either directlyrautih one or more subsidiary
companies. An Ownership Change Event means (ijiteet or indirect sale, exchange or transfer efithting stock of the Company, (ii) a
merger or consolidation in which the Company is#yp (iii) the sale, exchange or transfer of alsobstantially all of the assets of the
Company, or (iv) a liquidation or dissolution ott@ompany. The Administrator shall have sole dismmego determine whether any particu
facts and circumstances constitute an Ownershim@h&vent or a Transaction, and its determinatiaii e final, binding and conclusive.

10. Securities Law Complianc&he grant of options and the issuance of Shares apercise of options shall be subject to compkanc
with all applicable requirements of federal, statéoreign law with respect to such securities.i@pg may not be exercised if the issuance of
Shares upon exercise would constitute a violatfcang applicable federal, state or foreign secesitaws or other law or regulations or the
requirements of any stock exchange or market sysfgn which the Shares may then be listed. In sfgiho option may be exercised unl
(i) a registration statement under the Securitiesof 1933 (“1933 Act”) shall at the time of exeseiof the option be in effect with respect to
the Shares issuable upon exercise of the optiofii) é@m the opinion of legal counsel to the Compathe Shares issuable upon exercise of the
option
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may be issued in accordance with the terms of alicale exemption from the registration requiretsenf the 1933 Act. The inability of the
Company to obtain from any regulatory body havingsgiction the authority, if any, deemed by thex@any’s legal counsel to be necessary
to the lawful issuance and sale of any shares hdegishall relieve the Company of any liability@spect of the failure to issue or sell such
shares as to which such requisite authority stmlhave been obtained. As a condition to the egerof any option, the Company may req

a NonEmployee Director to satisfy any qualificationstthey be necessary or appropriate, to evidence kkanee with any applicable law
regulation and to make any representation or warnaith respect thereto as may be requested b dmpany.

11. Miscellaneous.

(a) No Stockholders’ Righté&s Non-Employee Director shall have no rights asogléholder with respect to the Shares covered §yhi
her options until the date of the issuance to himes of a stock certificate for the Shares.

(b) No Right to ServeNeither the Plan, nor the granting of an optior, amy other action taken under the Plan, shalMdeace of any
agreement or understanding, express or implied athon-Employee Director has a right to contins@anember of the Board for any period
of time or rate of compensation.

(c) Claims.Any person who makes a claim for benefits undeiPfa@ or under any option agreement entered intsuaunt to the Plan
shall file the claim in writing with the Administiar. Written notice of the disposition of the clagiall be delivered to the claimant within
60 days after filing. If the claim is denied, thdrAinistrator's written decision shall set forthtfie specific reason or reasons for the denial,
(i) a specific reference to the pertinent provisief the Plan or option agreement on which theallénbased, and (iii) a description of any
additional material or information necessary far thaimant to perfect his or her claim and an exgi@n of why such material or informati
is necessary. No lawsuit may be filed by the claimantil a claim is made and denied pursuant te shbsection.

(d) Attorneys’ Feesln any legal action or other proceeding broughetblger party to enforce or interpret the termshef option
agreement, the prevailing party shall be entittecktover reasonable attorneys’ fees and costs.

(e) Company Free to AcAn option grant shall not affect in any way thehtigr power of the Company or its stockholders akenor
authorize any or all adjustments, recapitalizatioeasrganizations, or other changes in the Comsargpital structure or its business, or any
merger or consolidation of any member of the Comgparmany issue of bonds, debentures, or preferrguiederence stocks affecting the
Shares or the rights thereof, or of any rightsiao®, or warrants to purchase any capital stodk@fCompany, or the dissolution or liquidal
of the Company, any sale or transfer of all or past of its assets or business, or any other catp@ct or proceedings of the Company,
whether of a similar character or otherwise.

(f) SeverabilityIf any provision of the Plan or option agreementt®application to any person, place, or circuanse, is held by an
arbitrator or a court of competent jurisdictiorb® invalid, unenforceable, or void, that provisghall be enforced to the greatest extent
permitted by law, and the remainder of this Plath eption agreement and of that provision shall iarrafull force and effect as applied to
other persons, places, and circumstances.

(g) Governing LawThis Plan and the option agreement shall be goddogeand construed in accordance with the lawbefState of
Colorado applicable to contracts wholly made andiopeed in the State of Colorado.

(h) Exchange Requiremento long as Shares are listed on any establishekl st@hange or traded on the NASDAQ National Madket
the NASDAQ SmallCap Market, the applicable requieets of any such exchange or market shall be hénebyporated by reference.

(i) Compliance with Section 160 long as any of the Company’s equity securitiegegistered pursuant to Section 12(b) or 12(¢ghef
1934 Act, with respect to awards granted to or bhgl&ection 16
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insiders, the Plan will comply in all respects wiRhle 16b-3 or any successor rule or rule of singfgplication under Section 16 of the 1934
Act or rules thereunder, and, if any Plan provis®tater found not to be in compliance with sugbraption under Section 16, that provision
shall be deemed modified as necessary to meeetiurements of such applicable exemption.

12. Effective Date of the Plaihe Plan will become effective upon adoption byBoard, subject to approval by the Company’s
stockholders. The Plan shall terminate on the &@ttiversary of its adoption.

13. Amendment of the Plaiith the approval of the Board, the administrat@ynsuspend or discontinue the Plan or revise ondrite
in any respect whatsoever; provided, however,whigtout approval of the Comparsystockholders no revision or amendment shall obéimg
number of Shares issuable under the Plan (excepbailed in Section 6(e)), change the designaifahe class of individuals eligible to
receive options, or materially increase the besefitcruing to Non-Employee Directors under the Plan

IN WITNESS WHEREOF, the undersigned Secretdithe Company certifies that this Plan was adbptethe Board on February 12,
2003, effective as of the same date.

C-5




APPENDIX D

ADVANCED ENERGY INDUSTRIES, INC.
EMPLOYEE STOCK PURCHASE PLAN
Adopted September 20, 1995

1 Purpose

(a) The purpose of the Employee Stock Pueldan (the “Plan”) is to provide a means by whéatployees of Advanced Energy
Industries, Inc. (the “Company”), and its Affilisteas defined in subparagraph 1(b), which are datég as provided in subparagraph 2(b),
may be given an opportunity to purchase stock ®@Gbmpany.

(b) The word “Affiliate” as used in the Plareans any parent corporation or subsidiary corfporaf the Company, as those terms are
defined in Sections 424(e) and (f), respectivefythe Internal Revenue Code of 1986, as amended'@hde”).

(c) The Company, by means of the Plan, seekeatain the services of its employees, to seantkretain the services of new employees,
and to provide incentives for such persons to axestimum efforts for the success of the Company.

(d) The Company intends that the rights tcpase stock of the Company granted under theb®awonsidered options issued under an
“employee stock purchase plan” as that term isn@efin Section 423(b) of the Code.

2. Administration.

(a) The Plan shall be administered by ther@o# Directors (the “Board”) of the Company unlessl until the Board delegates
administration to a Committee, as provided in subgi@ph 2(c). Whether or not the Board has deldgadeninistration, the Board shall have
the final power to determine all questions of pplnd expediency that may arise in the administnadif the Plan.

(b) The Board shall have the power, subgecanhd within the limitations of, the express psians of the Plan:

(i) To determine when and how rights to purchaeeksbf the Company shall be granted and the prowssof each offering of such
rights (which need not be identice

(i) To designate from time to time which Affiliszeof the Company shall be eligible to participaté¢hie Plan.

(iii) To construe and interpret the Plan and rigiri@nted under it, and to establish, amend andkeemdes and regulations for its
administration. The Board, in the exercise of fiagver, may correct any defect, omission or incdasiy in the Plan, in a manner and to
the extent it shall deem necessary or expediemtatice the Plan fully effective

(iv) To amend the Plan as provided in paragraph 13.

(v) Generally, to exercise such powers and to perfsuch acts as the Board deems necessary or erpéalipromote the best
interests of the Company and its Affiliates andaeory out the intent that the Plan be treated dsiaployee stock purchase plan” within
the meaning of Section 423 of the Ca

(c) The Board may delegate administratiothefPlan to a Committee composed of not fewer thvan(2) members of the Board (the
“Committee”). If administration is delegated to ar@mittee, the Committee shall have, in connectiith the administration of the Plan, the
powers theretofore possessed by the Board, subjgegver, 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 revesiterBoard the administration of the
Plan.
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3. Share Subject to the Pla

(a) Subject to the provisions of paragraphelating to adjustments upon changes in stockstiiek that may be sold pursuant to rights
granted under the Plan shall not exceed in theeggge two hundred thousand (200,000) shares @ahgany’s common stock (the
“Common Stock”). If any right granted under therP&hoall for any reason terminate without havingrbexercised, the Common Stock not
purchased under such right shall again becomeadlaifor the Plan.

(b) The stock subject to the Plan may beawgd shares or reacquired shares, bought on thenwarotherwise.

4. Grant of Rights; Offering

(a) The Board or the Committee may from timéime grant or provide for the grant of rightgpiarchase Common Stock of the Company
under the Plan to eligible employees (an “Offer)ngsi a date or dates (the “Offering Date(s)”) selddy the Board or the Committee. Each
Offering shall be in such form and shall containlsterms and conditions as the Board or the Coraengthall deem appropriate, which shall
comply with the requirements of Section 423(b)(6)he Code that all employees granted rights talpage stock under the Plan shall haw
same rights and privileges. The terms and conditadran Offering shall be incorporated by refereinée the Plan and treated as part of the
Plan. The provisions of separate Offerings needaatientical, but each Offering shall include ¢tigh incorporation of the provisions of t
Plan by reference in the memorandum documentin@ffexing or otherwise) the period during which tB#fering shall be effective, which
period shall not exceed twenty-seven (27) montlgéninéng with the Offering Date, and the substancéhe provisions contained in
paragraphs 5 through 8, inclusive.

(b) If an employee has more than one righ$tanding under the Plan, unless he or she othelndicates in agreements or notices
delivered hereunder: (1) each agreement or noétieetled by that employee will be deemed to applglt of his or her rights under the Plan,
and (2) a right with a lower exercise price (oreanlier-granted right, if two rights have identiealercise prices), will be exercised to the
fullest possible extent before a right with a higleercise price (or a later-granted right, if tights have identical exercise prices) will be
exercised.

5, Eligibility.

(a) Rights may be granted only to employddéke Company or, as the Board or the Committee desygnate as provided in
subparagraph 2(b), to employees of any Affiliatehaf Company. Except as provided in subparagraph &0 employee of the Company or
any Affiliate shall not be eligible to be grantéghts under the Plan, unless, on the Offering Daieh employee has been in the employ ¢
Company or any Affiliate for such continuous perféceding such grant as the Board or the Commiterequire, but in no event shall
required period of continuous employment be grethten two (2) years. In addition, unless otherwdsgermined by the Board or the
Committee and set forth in the terms of the apple®ffering, no employee of the Company or anyilistie shall be eligible to be granted
rights under the Plan, unless, on the Offering Dsteh employee’s customary employment with the amg or such Affiliate is for at least
twenty (20) hours per week and at least five (5hthe per calendar year.

(b) The Board or the Committee may provide thathgzerson who, during the course of an Offeringt fhtecomes an eligible employe:
the Company or designated Affiliate will, on a datedates specified in the Offering which coincidéth the day on which such person
becomes an eligible employee or occurs thereafteejve a right under that Offering, which rightiblthereafter be deemed to be a part of
that Offering. Such right shall have the same attarsstics as any rights originally granted undhet tOffering, as described herein, except
that:

(i) the date on which such right is granted shaltte “Offering Date” of such right for all purpaséncluding determination of the
exercise price of such rigt
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(i) the period of the Offering with respect to buight shall begin on its Offering Date and enihcimlent with the end of such
Offering; and

(iii) the Board or the Committee may provide tHaguch person first becomes an eligible employdhiwa specified period of time
before the end of the Offering, he or she will reateive any right under that Offerir

(c) No employee shall be eligible for thergraf any rights under the Plan if, immediatelyeatiny such rights are granted, such employee
owns stock possessing five percent (5%) or motaefotal combined voting power or value of allsslas of stock of the Company or of any
Affiliate. For purposes of this subparagraph 5{eg, rules of Section 424(d) of the Code shall applgetermining the stock ownership of any
employee, and stock which such employee may puechiader all outstanding rights and options shatréated as stock owned by such
employee.

(d) An eligible employee may be granted rigimider the Plan only if such rights, together \aitly other rights granted under “employee
stock purchase plans” of the Company and any Afé, as specified by Section 423(b)(8) of the Cddaot permit such employee’s rights
to purchase stock of the Company or any Affilia@tcrue at a rate which exceeds tweivg-thousand dollars ($25,000) of fair market &
of such stock (determined at the time such rigresggaanted) for each calendar year in which sugifitsiare outstanding at any time.

(e) Officers of the Company and any designatediafé shall be eligible to participate in Offeringsder the Plan, provided, however,
the Board may provide in an Offering that certaimpédoyees who are highly compensated employeesmiitie meaning of Section 423(b)(4)
(D) of the Code shall not be eligible to participat

6. Rights; Purchase Price

(a) On each Offering Date, each eligible employpeesuant to an Offering made under the Plan, figafjranted the right to purchase u
the number of shares of Common Stock of the Companghasable with a percentage designated by thedBw the Committee not
exceeding fifteen (15%) of such employee’s Earni@@gsdefined in subparagraph 7(a)) during the pesibich begins on the Offering Date
(or such later date as the Board or the Committéerchines for a particular Offering) and ends andhte stated in the Offering, which date
shall be no later than the end of the Offering. Bbard or the Committee shall establish one or ndates during an Offering (the “Purchase
Date(s)”) on which rights granted under the Plaalldbe exercised and purchases of Common Stocledasut in accordance with such
Offering.

(b) In connection with each Offering made entthe Plan, the Board or the Committee may specifiaximum number of shares which
may be purchased by any employee as well as a maxiaggregate number of shares which may be purdhmgsall eligible employees
pursuant to such Offering. In addition, in connatvith each Offering which contains more than Baechase Date, the Board or the
Committee may specify a maximum aggregate numbsharfes which may be purchased by all eligible eyg@s on any given Purchase
Date under the Offering. If the aggregate purcludshares upon exercise of rights granted unde®ffexing would exceed any such
maximum aggregate number, the Board or the Comarsttall make a pro rata allocation of the sharadable in as nearly a uniform manr
as shall be practicable and as it shall deem tgbéable.

(c) The purchase price of stock acquiredyamsto rights granted under the Plan shall bdesstthan the lesser of:
(i) an amount equal to eighty-five percent (85%jhaf fair market value of the stock on the Offeridate; or
(i) an amount equal to eighty-five percent (85%jhe fair market value of the stock on the Purehaate.
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7. Participation; Withdrawal; Terminatior

(a) An eligible employee may become a paréint in the Plan pursuant to an Offering by delhvgr participation agreement to the
Company within the time specified in the Offerimgsuch form as the Company provides. Each suakeagent shall authorize payroll
deductions of up to the maximum percentage speldifiethe Board or the Committee of such employEeings during the Offering.
“Earnings” is defined as an employee’s regularryada wages (including amounts thereof electedetaé&ferred by the employee, that would
otherwise have been paid, under any arrangemaetilissted by the Company intended to comply withti®act01(k), Section 402(e)(3),
Section 125, Section 402(h), or Section 403(bhef@ode, and also including any deferrals undemaqualified deferred compensation plan
or arrangement established by the Company), wihiah mclude or exclude bonuses, commissions, awerpay, incentive pay, profit
sharing, other remuneration paid directly to theleayee, the cost of employee benefits paid forheyGompany or an Affiliate, education or
tuition reimbursements, imputed income arising wraagy group insurance or benefit program, travelingenses, business and moving
expense reimbursements, income received in commewgith stock options, contributions made by thenpany or an Affiliate under any
employee benefit plan, and similar items of compéns, as determined by the Board or Committee. gdyoll deductions made for each
participant shall be credited to an account fohsparticipant under the Plan and shall be depositddthe general funds of the Company. A
participant may reduce (including to zero) or irs® such payroll deductions, and an eligible eng@dayay begin such payroll deductions,
after the beginning of any Offering only as prodder in the Offering. A participant may make adllial payments into his or her account
only if specifically provided for in the Offeringnd only if the participant has not had the maximammount withheld during the Offering.

(b) At any time during an Offering, a panpiant may terminate his or her payroll deductiondeurthe Plan and withdraw from the
Offering by delivering to the Company a notice dgthdrawal in such form as the Company provides hSwithdrawal may be elected at any
time prior to the end of the Offering except asvied by the Board or the Committee in the Offeridgon such withdrawal from the
Offering by a participant, the Company shall disite to such participant all of his or her accunadgpayroll deductions (reduced to the
extent, if any, such deductions have been usedduii@ stock for the participant) under the Offgriwithout interest, and such participant’s
interest in that Offering shall be automaticallyméated. A participant’s withdrawal from an Offiegi will have no effect upon such
participant’s eligibility to participate in any athOfferings under the Plan but such participatitlve required to deliver a new participation
agreement in order to participate in subsequergr@fis under the Plan.

(c) Rights granted pursuant to any Offeringer the Plan shall terminate immediately uponatéss of any participating employee’s
employment with the Company and any designatedidtii for any reason, and the Company shall dhiste to such terminated employee all
of his or her accumulated payroll deductions (reduto the extent, if any, such deductions have beed to acquire stock for the terminated
employee), under the Offering, without interest.

(d) Rights granted under the Plan shall motrénsferable by a participant otherwise than yowthe laws of descent and distribution, or
by beneficiary designation as provided in paragriphand otherwise during his or her lifetime, sbalexercisable only by the person to
whom such rights are granted.

8. Exercise.

(a) On each date specified therefor in thevent Offering (“Purchase Date”), each particigmatcumulated payroll deductions and other
additional payments specifically provided for ie tBffering (without any increase for interest) viaél applied to the purchase of whole shares
of stock of the Company, up to the maximum numbeshares permitted pursuant to the terms of the &tal the applicable Offering, at the
purchase price specified in the Offering. No frawtil shares shall be issued upon the exercisglufrgranted under the Plan. The amount, if
any, of accumulated payroll deductions remainingdnh participant’s account after the purchaséafes which is less than the amount
required to purchase one share of stock on théRinechase Date of an Offering shall be held irheagh participant’s account for the
purchase of shares under the next Offering unaePthn, unless such participant withdraws from swett Offering, as
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provided in subparagraph 7(b), or is no longerileliégto be granted rights under the Plan, as pexvid paragraph 5, in which case such
amount shall be distributed to the participantregtech final Purchase Date, without interest. Tinewant, if any, of accumulated payroll
deductions remaining in any participant’s accoutgrahe purchase of shares which is equal to theust required to purchase whole shares
of stock on the final Purchase Date of an Offeghgll be distributed in full to the participanteafsuch Purchase Date, without interest.

(b) No rights granted under the Plan mayxsased to any extent unless the shares to bedsgpon such exercise under the Plan
(including rights granted thereunder) are covengdrbeffective registration statement pursuanh&Securities Act of 1933, as amended (the
“Securities Act”) and the Plan is in material comapte with all applicable state, foreign and otbexurities and other laws applicable to the
Plan. If on a Purchase Date in any Offering hereutite Plan is not so registered or in such compéiano rights granted under the Plan or
any Offering shall be exercised on such Purchase,@ad the Purchase Date shall be delayed uatiPtan is subject to such an effective
registration statement and such compliance, exbepthe Purchase Date shall not be delayed maretthelve (12) months and the Purchase
Date shall in no event be more than twenty-sevéh ifbnths from the Offering Date. If on the PurehBsite of any Offering hereunder, as
delayed to the maximum extent permissible, the Rlamot registered and in such compliance, no sigih&nted under the Plan or any Offering
shall be exercised and all payroll deductions acdatad during the Offering (reduced to the extédratny, such deductions have been used to
acquire stock) shall be distributed to the par#ois, without interest.

9. Covenants of the Compar

(a) During the terms of the rights grantedemthe Plan, the Company shall keep availabld tirges the number of shares of stock
required to satisfy such rights.

(b) The Company shall seek to obtain fromhefaderal, state, foreign or other regulatory cossioin or agency having jurisdiction over
the Plan such authority as may be required to iasdesell shares of stock upon exercise of thagigtanted under the Plan. If, after
reasonable efforts, the Company is unable to olfitain any such regulatory commission or agencyatft@ority which counsel for the
Company deems necessary for the lawful issuancsaadf stock under the Plan, the Company shakleved from any liability for failure
to issue and sell stock upon exercise of suchgightess and until such authority is obtained.

10. Use of Proceeds from Stot

Proceeds from the sale of stock pursuarigtds granted under the Plan shall constitute gériends of the Company.

11 Rights as a Shareholde

A participant shall not be deemed to be thidér of, or to have any of the rights of a holaéh respect to, any shares subject to rights
granted under the Plan unless and until the ppatitis shareholdings acquired upon exercise of rightieuthe Plan are recorded in the bc
of the Company.

12, Adjustments upon Changes in Stc

(a) If any change is made in the stock sulifethe Plan, or subject to any rights grantedeurtide Plan (through merger, consolidation,
reorganization, recapitalization, stock dividenidjdend in property other than cash, stock sghjyidating dividend, combination of shares,
exchange of shares, change in corporate structw#her transaction not involving the receipt ofisidleration by the Company), the Plan and
outstanding rights will be appropriately adjustadhe class(es) and maximum number of shares gubjéwe Plan and the class(es) and
number of shares and price per share of stock aufoj@utstanding rights. Such adjustments shathbde by the Board or Committee, the
determination of which shall be final, binding as@hclusive. (The conversion of any convertible sites of the Company shall not be
treated as a “transaction not involving the recefptonsideration by the Company.”)
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(b) In the event of: (1) a dissolution or liquidatiof the Company; (2) a merger or consolidatiowlirich the Company is not the surviv
corporation; (3) a reverse merger in which the Canygs the surviving corporation but the sharethefCompany’s Common Stock
outstanding immediately preceding the merger anvexded by virtue of the merger into other propewniiether in the form of securities, cash
or otherwise; or (4) any other capital reorgana@ain which more than fifty percent (50%) of theuss of the Company entitled to vote are
exchanged, then, as determined by the Board 8olesdiscretion (i) any surviving corporation magame outstanding rights or substitute
similar rights for those under the Plan, (ii) suigfhts may continue in full force and effect, ai)(participants’accumulated payroll deductic
may be used to purchase Common Stock immediatily forthe transaction described above and theggaahts’ rights under the ongoing
Offering terminated.

13. Amendment of the Pla

(a) The Board at any time, and from timeiieet may amend the Plan. However, except as prdvidparagraph 12 relating to
adjustments upon changes in stock, no amendmehbsheffective unless approved by the shareholdétse Company within twelve
(12) months before or after the adoption of the raangent, where the amendment will:

(i) Increase the number of shares reserved fotgighder the Plan;

(i) Modify the provisions as to eligibility for pacipation in the Plan (to the extent such modifion requires shareholder approve
order for the Plan to obtain employee stock purelpdan treatment under Section 423 of the Code ooinply with the requirements of
Rule 161-3 promulgated under the Securities Exchange A&B8#, as amende*“Rule 161-3")); or

(iif) Modify the Plan in any other way if such mdidation requires shareholder approval in ordertifier Plan to obtain employee
stock purchase plan treatment under Section 4&30€ode or to comply with the requirements of RL8E-3.

It is expressly contemplated that the Boaay mmend the Plan in any respect the Board deecessary or advisable to provide eligible
employees with the maximum benefits provided dsggrovided under the provisions of the Code anddlgulations promulgated thereun
relating to employee stock purchase plans and/britg the Plan and/or rights granted under it campliance therewith.

(b) Rights and obligations under any rightanged before amendment of the Plan shall not Ipairad by any amendment of the Plan,
except with the consent of the person to whom sigttts were granted, or except as necessary to lgomih any laws or governmental
regulation, or except as necessary to ensurehb@®lan and/or rights granted under the Plan comfttythe requirements of Section 423 of
the Code.

14 Designation of Benefician

(a) A participant may file a written desiginatof a beneficiary who is to receive any shares$ @ash, if any, from the participasticcoun
under the Plan in the event of such participargath subsequent to the end of an Offering but poidkelivery to the participant of such
shares and cash. In addition, a participant mayefiritten designation of a beneficiary who isdoeive any cash from the participant’s
account under the Plan in the event of such ppaitis death during an Offering.

(b) Such designation of beneficiary may banged by the participant at any time by writtenigeotin the event of the death of a
participant and in the absence of a beneficiaridiyatlesignated under the Plan who is living attihee of such participant’s death, the
Company shall deliver such shares and/or cashetestbcutor or administrator of the estate of théiqipant, or if no such executor or
administrator has been appointed (to the knowledglee Company), the Company, in its sole discrgtinay deliver such shares and/or cash
to the spouse or to any one or more dependentdativies of the participant, or if no spouse, dejesn or relative is known to the Company,
then to such other person as the Company may ddsign
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15, Termination or Suspension of the Pl

(a) The Board may suspend or terminate the Bl any time. Unless sooner terminated, the $Hah terminate at the time that all of the
shares subject to the Plan’s share reserve, asaiset and/or adjusted from time to time, have sered under the terms of the Plan. No
rights may be granted under the Plan while the Rlaaspended or after it is terminated.

(b) Rights and obligations under any rightsnged while the Plan is in effect shall not ber&t or impaired by suspension or termination
of the Plan, except as expressly provided in tlaa Bl with the consent of the person to whom siglits were granted, or except as neces
to comply with any laws or governmental regulationexcept as necessary to ensure that the Pldaraights granted under the Plan com
with the requirements of Section 423 of the Code.

16. Effective Date of Plar

The Plan shall become effective upon the tidowf enabling resolutions by the Company’s Boafrirectors (the “Effective Date"jut
no rights granted under the Plan shall be exeraiséess and until the Plan has been approved bstileholders of the Company within
12 months before or after the date the Plan istaeddpy the Board or the Committee, which date nepiior to the Effective Date.
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[FORM OF PROXY]

THIS IS YOUR PROXY.
YOUR VOTE IS IMPORTANT.

Regardless of whether you plan to attend the 20@3ual Meeting of Stockholders, you can be sure ghares are represented at the meeting
by promptly delivering your proxy.

In addition to the election of Directors, there fmer proposals being submitted by the Board oEBtors. The Board of Directors
recommends a vote in favor (FOR) of each of thesixinees listed below and in favor (FOR) of Pra®{, 3, 4 and 5.

All voting on matters presented at the meeting ballby paper proxy or by presence in person, inra@emce with the procedures described in
the proxy statement.

PLEASE DETACH HERE AND MAIL IN THE ENVELOPE PROVIDE.
ADVANCED ENERGY INDUSTRIES, INC.

PROXY SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
FOR THE 2003 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 7, 2003

The undersigned hereby constitutes and appointglBs®. Schatz and Michael El-Hillow, and eachhei, his, 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 2003 Annual Meeting of Stockleosdof Advanced Energy Industries,
Inc., 1625 Sharp Point Drive, Fort Collins, Colavazh Wednesday, May 7, 2003 at 10:00 a.m., looa teand at any adjournment or
postponement thereof, on all matters coming befmeneeting.

IF SPECIFIC INSTRUCTIONS ARE INDICATED, THIS PROXYHEN PROPERLY EXECUTED, WILL BE VOTED IN
ACCORDANCE WITH SUCH INSTRUCTIONS. UNLESS A CONTRARDIRECTION IS INDICATED, THIS PROXY WILL BE
VOTED FOR THE SIX NOMINEES LISTED IN PROPOSAL 1 ANBOR PROPOSALS 2, 3, 4 AND 5.

You may deliver this proxy by signing and returnthgs proxy card in the enclosed envelope.

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 thesixinees listed below and in favor (FOR) of Pra®{, 3, 4 and 5.

Please mark your votes as in this example.




FOR WITHHELD Nominees

1. Election of Six Directors: O O (01) Douglas S. Sche
(02) Richard P. Beck
For all nominees, except vote withheld from the (03) Trung T. Doan
following nominee(s) (indicate by name(s)): (04) Arthur A. Noeth

(05) Elwood Spedden
(06) Gerald M. Stare

FOR AGAINST ABSTAIN

2. Approval of the 2003 Stock Option PI O O O
3. Approval of the 2003 Non-Employee Directors’ O O O
Stock Option Plai
4. Approval of an amendment to the Employee O O O
Stock Purchase Ple
5. Ratification of the appointment of KPMG LLP O O O
independent auditol
6. In their discretion, the proxy holders are authedizo vote upon any other matters
of business which may properly come before the imggebr, any adjournment(s)
thereof.
Change of Address O | plan to attend the O | do not plan to O
on Reverse Sid Meeting attend the meetin

Please sign exactly as your name appears on ttisdmnt owners should each sign. When signinat@asney, executor, administrator,
trustee, or guardian, please give full title. Ifnm¢han one trustee, all should sign. If signer c®rporation, please give full corporate name
and have a duly authorized officer sign, statitig.tif signer is a partnership, please sign irtrpaship name by authorized person.

Signature: Date:

Signature Date:

PLEASE DATE, SIGN AND MAIL YOUR PROXY PROMPTLY.



