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ADVANCED ENERGY INDUSTRIES, INC.
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

TOBEHELD
MAY 15, 1997

To the Stockholders:

NOTICE IS HEREBY GIVEN that the 1997 Annual MeetiafiStockholders of Advanced Energy Industries,,ladelaware corporatio
(the "Company"), will be held on Thursday, May 1997, at 10:00 a.m., local time, at the MonarchrRoAdvanced Energy Industries, Inc.
1625 Sharp Point Drive, Fort Collins, Colorado 89%@r the following purposes:

1. To elect directors to serve for the ensuing el until their successors are elected and qedlifi

2. To ratify the appointment of Arthur Andersen La®independent auditors of the Company for tlmalffigear ending December 31, 1997.
3. To transact such other business as may propentg before the meeting or any adjournment thereof.

The foregoing items of business are more fully dbed in the Proxy Statement accompanying this ¢¢oti

Only stockholders of record at the close of busirmsMarch 31, 1997 are entitled to notice of andate at the meeting and any adjournment
thereof.

All stockholders are cordially invited to attene timeeting in person. However, to assure your reptason at the meeting, you are urged to
mark, sign, date and return the enclosed proxy@sptly as possible in the postage-prepaid envedoptosed for that purpose. Any
stockholder attending the meeting may vote in peesn if he or she has returned a proxy.

By Order of the Board of Directors

Jay Margulies
SECRETARY

Fort Collins, Colorado
April 9, 1997

YOUR VOTE ISIMPORTANT

IN ORDER TO ASSURE YOUR REPRESENTATION AT THE MEENG, YOU ARE REQUESTED TO COMPLETE, SIGN AND DATE
THE ENCLOSED PROXY CARD AS PROMPTLY AS POSSIBLE ANRETURN IT IN THE ENCLOSED ENVELOPE (TO WHICH NO
POSTAGE NEED BE AFFIXED IF MAILED IN THE UNITED STAES).



ADVANCED ENERGY INDUSTRIES, INC.
PROXY STATEMENT FOR 1997 ANNUAL MEETING OF STOCKHOLDERS
INFORMATION CONCERNING SOLICITATION AND VOTING
GENERAL

The enclosed proxy is solicited on behalf of Adwth&nergy Industries, Inc., a Delaware corporatibe "Company"), for use at the Annual
Meeting of Stockholders (the "Annual Meeting") ® lield on Thursday, May 15, 1997, at 10:00 a.ragllime, or at any adjournment
thereof, for the purposes set forth herein antiénaccompanying Notice of Annual Meeting Of Stodibos. The Annual Meeting will be
held at the Company's executive offices at 1625SRaint Drive, Fort Collins, Colorado 80525. Then@pany's telephone number is

(970) 221-4670.

These proxy solicitation materials were mailed oatwout April 9, 1997 to all stockholders entittedvote at the meeting. A copy of the
Company's 1996 Annual Report to Stockholders acemies this Proxy Statement.

RECORD DATE AND PRINCIPAL SHARE OWNERSHIP

Stockholders of record at the close of busines§larch 31, 1997 (the "Record Date") are entitledemeive notice of and to vote at the
Annual Meeting. On the Record Date, 21,277,495eshaf the Company's Common Stock, $0.001 par \(#hee'Common Stock"), were
issued and outstanding.

REVOCABILITY OF PROXIES

Any proxy given pursuant to this solicitation mag/ tevoked by the person giving it at any time befts use by delivering to the Company a
written notice of revocation or a duly executedxyrbearing a later date or by attending the Aniieéting and voting in person. Attending
the Annual Meeting in and of itself may not conggta revocation of a proxy.

VOTING AND SOLICITATION

Each share of Common Stock entitles its holdemimte on matters to be acted upon at the Annetiklg. VVotes cast by proxy or in
person at the Annual Meeting will be tabulated ley inspector of Elections (the "Inspector") witlk tissistance of the Company's transfer
agent. The Inspector will also determine whetharaira quorum is present. The affirmative vote afaority of shares present in person or
represented by proxy at a duly held meeting at whiquorum is present is required under Delawavefda approval of proposals presente
stockholders. In general, Delaware law also pravitiat a quorum consists of a majority of the sharditled to vote and present or
represented by proxy at the meeting. The Inspedtbtreat abstentions as shares that are preseheatitled to vote for purposes of
determining the presence of a quorum but will nest abstentions as votes in favor of approvingraatter submitted to the stockholders for
a vote. Any proxy which is returned using the fasfiproxy enclosed and which is not marked as taréiqular item will be voted for the
election of directors, for ratification of the appiment of the designated independent auditors amthe case may be with respect to any
items not marked, as the proxy holders deem adeisah the other matters that may come before thetimg. If a broker indicates on the
enclosed proxy or its substitute that it does rastehdiscretionary authority as to certain sharaste on a particular matter ("broker non-
votes"), those shares will not be considered asgntewith respect to that matter. The Company betiehat the tabulation procedures to be
followed by the Inspector are consistent with thagral statutory requirements in Delaware concgrating of shares and determination
quorum.



The cost of soliciting proxies will be borne by t@empany. The Company has retained the servicéeedank of Boston c/o Boston
Equiserve to aid in the solicitation of proxiesrfrdankers, bank nominees and other institutionales®: The Company estimates that it will
pay the Bank of Boston a fee not to exceed $2,60ad services and will reimburse the Bank of Basfor certain out-of-pocket expenses.
The Company may reimburse brokerage firms and q@éesons representing beneficial owners of sharethéir expenses in forwarding
solicitation materials to such beneficial ownenmmxXres may also be solicited by certain of the Canys directors, officers and regular
employees, without additional compensation, perbpoaby telephone, telefax, or telegram.

PROPOSAL NO. 1
ELECTION OF DIRECTORS

NOMINEES

A board of five directors is to be elected at thehal Meeting. The proxies cannot be voted foreatgr number of persons than the five
nominees named below. Unless otherwise instrutitedproxy holders will vote the proxies receivedtim for the Company's five nomini
named below, all of whom are presently directorthefCompany. In the event that any nominee of2iimpany is unable or declines to se
as a director at the time of the Annual Meeting, phoxies will be voted for any nhominee who shalldesignated by the present Board of
Directors to fill the vacancy. The Company is neaee of any nominee who will be unable or will deelto serve as a director. The term of
office of each person elected as a director witittwe until the next Annual Meeting of Stockhoksler until a successor has been electec
qualified.

The following table sets forth certain informatiooncerning the nominees which is based on datéshed by them.

NOMINEES DIRECTOR PRINCIPAL OCCUPATION AND BUSINESS EX PERIENCE
FOR DIRECTOR AGE SINCE DURING PAST FIVE YEARS

Douglas S. Schatz 51 1981 Douglas S. Schatz is a co-founder of the Company and has been its
President and Chief Executive Officer and a direc tor since its
incorporation in 1981. Mr. Schatz also co-founded Energy Research
Associates, Inc. and served as its Vice President of Engineering from
1977 through 1980.

G. Brent Backman 56 1981 G. Brent Backman is a co-founder of the Company a nd has been a Vice
President and a director of the Company since its incorporation in
1981. Mr. Backman became Vice President, Special Projects in 1994.
Prior to co-founding the Company, Mr. Backman was a Business Manager at
lon Tech, Inc. and a Laboratory Administrator at Hughes Aircraft
Company.

Richard P. Beck 63 1995 Richard P. Beck joined the Company in 1992 as Vic e President and Chief

Financial Officer. He became a director of the Co
1987 to 1992, Mr. Beck served as Executive Vice P
Financial Officer of Cimage Corporation, a comput
Mr. Beck is a director of Target Financial, Inc.,
financial services company, since March, 1990.
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NOMINEES DIRECTOR
FOR DIRECTOR AGE SINCE
Elwood Spedden (1,2) 59 1995
Hollis L. Caswell (1,2) 65 1997

(1) Member Of Audit Committee.

PRINCIPAL OCCUPATION AND BUSINESS EX
DURING PAST FIVE YEARS

Elwood Spedden joined the Board of Directors of t
September 1995. Mr. Spedden is a Senior Vice Pres
Instruments, a manufacturer of automatic test equ
fabrication of semiconductors, since July 1996. F
1996, Mr. Spedden was with Credence Systems Corpo
of automatic test equipment used in the fabricati

in various senior management positions including
Executive Officer and Vice-Chairman of the Board
Spedden is a director of Insight Objects, a priva
company, since January 1997.

Hollis L. Caswell joined the Board of Directors o
February 1997. Dr. Caswell has been Chairman of
Inc., a manufacturer of superconducting electroni
1984 to 1990 Dr. Caswell served as Senior Vice Pr
Corporation and President of such company's Compu
Caswell is a director of Thomas Group, Inc., a pu
company, since August, 1991.

PERIENCE

he Company in

ident of Tencor

ipment used in the

rom 1990 through March
ration, a manufacturer
on of semiconductors,
President, Chief

of Directors. Mr.

tely held software

f the Company in

the Board of HYPRES,
cs since 1990. From
esident of Unisys

ter Systems Group. Dr.
blicly held consulting

(2) Member of Compensation Committee.

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

BOARD MEETINGSAND COMMITTEES

On February 10, 1997, Hollis L. Caswell was elec¢tethe Board of Directors to fill the vacancy e Board created by the resignation of
Mr. Jon Tompkins.

The Board of Directors of the Company held a tofadeven meetings, including two telephonic meetjmiyrring the fiscal year ended
December 31, 1996. The Board of Directors has agitAtommittee and Compensation Committee. Ther®islominating Committee or
committee performing the functions of a nominatiognmittee. Other than Dr. Caswell, who was elettatie Board of Directors in Februz
1997, there is no incumbent director who attendéeef than 75% of the meetings of the Board of Dinescin 1996, and no incumbent
director who attended fewer than 75% of the mestfghe committee or committees on which he seimd®96.

During 1996 the Audit Committee, which consistedliméctors Spedden and Tompkins, met twice. Thisrodtee recommends engagement
of the Company's independent auditors, reviewstlpe of the audit, considers comments made bindependent auditors with respect to
accounting procedures and internal controls anddnsideration given thereto by the Company's mamagt, and reviews the internal
accounting procedures and controls with the Comjgdimancial and accounting staff.

The Compensation Committee, which in 1996 consistatirectors Spedden and Tompkins, met three tim&996. This committee
recommends salaries, incentives and other fornesmipensation for directors, officers and other eygés of the Company, administers the
Company's various incentive compensation and bisn@fins and recommends policies relating to soofpensation and benefit plans.
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REQUIRED VOTE

The five nominees receiving the highest numbeffihaative votes of the shares present or represkthy proxy and entitled to be voted for
them shall be elected as directors. Votes withfrelah the respective nominees will be counted fappses of determining the presence of a
quorum but will not be counted as affirmative votetockholders do not have the right to cumulagér thotes in the election of directors.

THE BOARD OF DIRECTORSOF THE COMPANY RECOMMENDSA VOTE FOR THE ELECTION OF
THE FIVE NOMINEESNAMED ABOVE.
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The table below sets forth the beneficial ownerstfiphares of Common Stock of the Company as otMab, 1997 by: (i) each person or
entity who, based on the information provided ® @ompany by such persons or entities, owned bsakfimore than five percent of the
Company's Common Stock and such person or eraitiglsess; (ii) each nominee and director of the Gomp(iii) each named executive
officer identified in the section of this proxy &ment captioned "Executive Compensation and Qttiermation"; and (iv) all current
directors and executive officers as a group.

APPROXIMATE
NAME OF PERSON SHARES O WNED PERCENT OWNED
Douglas S. Schatz 13,162 ,300 61.9%
c/o Advanced Energy Industries, Inc.
1625 Sharp Point Drive
Fort Collins, CO 80525

G. Brent Backman 2,433 ,000 11.4%
c/o Advanced Energy Industries, Inc.

1625 Sharp Point Drive

Fort Collins, CO 80525

Eric A. Balzer 292 ,038 1.4%
Richard P. Beck (1) 277 917 1.3%
Richard A. Scholl (2) 669 ,367 3.1%
Elwood Spedden (3) 2 ,500 *
Hollis L. Caswell (4) 2 ,500 *

All current directors and executive 17,072 ,170 80.2%
officers as a group (10 persons)

(1,2,3,4,5)

* | ess than 1%

(1) Includes 50,517 shares that Mr. Beck has tijie to acquire within 60 days of March 15, 1997spant to a stock option granted by the
Company.

(2) Includes 3,895 shares that his wife, Brendaofdhas a right to acquire within 60 days of Maddh 1997, pursuant to stock options
granted by the Company. Mrs. Scholl is a businegsnuianager for the Company.

(3) Consists of shares that Mr. Spedden has thé tagacquire within 60 days of March 15, 1997 part to stock options granted by the
Company.



(4) Consists of shares that Dr. Caswell has tha tigacquire within 60 days of March 15, 1997 parg to stock options granted by the
Company.

(5) Includes 3,895 shares that a non-named execafficer has the right to acquire within 60 days/arch 15, 1997, pursuant to stock
options granted by the Company

DIRECTOR COMPENSATION

Directors who are not employees of the Companyiveaaeeting fees of $3,000 for each Board of Dwecineeting attended, other than
telephonic meetings, up to a maximum of four megtiplus reimbursement for reasonable out-of-pockegt! expenses. In addition, each
person who is a non-employee director is automltigganted upon becoming a director of the Compamyption to purchase 7,500 shares
of the Company's Common Stock under the Compa®@5s Non-Employee Directors' Stock Option Plan (fbeectors' Plan”) at a price per
share equal to the fair market value of one shatieeoCompany's Common Stock on that date. Eadbroptas a term of ten years and is
immediately exercisable as to 2,500 shares of Cam@tock, and vest as to 2,500 shares of Commork 8tweach of the second and third
anniversaries of the grant date. On each anniweoahe date on which a person becomes a non-gm@@ldirector, an option for an
additional 2,500 shares will be granted under tlred@ors' Plan to such director. Such additionaiaos vest in full on the third anniversary
the grant date and expire ten years after the giatet The exercise price of such options is etquthle fair market value of the Common
Stock on the respective grant date. Fifty-thoug&®0d)00) shares of Common Stock have been resévéssuance pursuant to options to be
granted under the Directors' Plan. As of March1B®7, options to purchase a total of 20,000 shem@sutstanding under the Directors' Plan.

EXECUTIVE COMPENSATION AND OTHER INFORMATION
SUMMARY OF CASH AND CERTAIN OTHER COMPENSATION

The following table provides certain summary infation concerning compensation paid or accrued &ibmpany to or on behalf of the
Company's Chief Executive Officer and each of the bther most highly compensated executive offi¢emamed executive officers”) of the
Company (determined at the end of the last fiseal)for the fiscal year ended December 31, 1996.

SUMMARY COMPENSATION TABLE
YEARSENDED DECEMBER 31, 1996 AND 1995

LONG TERM COMP ENSATION AWARDS
ANNUAL COMPENSATION = -------mmme= e
-------------------- SECURITIES
SALARY UNDERLYING ALL OTHER
NAME AND PRINCIPAL POSITION YEAR ($) BONUS ($) OPTIONS (#) C OMPENSATION (1)
Douglas S. Schatz.......cccccccevvveeeiiiiiinnnnn, . 1996 288,989 0 0 9,500
Chairman of the Board 1995 288,283 50,568 0 10,290
and Chief Executive Officer
G. Brent Backman.............ccccccvvvveveenen.n. . 1996 137,537 0 0 9,500
Vice President, Special Projects 1995 138,366 24,024 0 4,537
Eric A. Balzer.......cococvvveveveiiiiieiiieei, . 1996 147,820 0 0 9,500
Vice President Operations 1995 149,049 25,872 0 4,686
Richard P. BeCK.........cccoevvviiiiiiiiiiiennns . 1996 150,460 0 19,000 9,500
Vice President, Finance 1995 182,519 31,920 0 6,140

and Chief Financial Officer



LONG TERM COMP
ANNUAL COMPENSATION  -----m-mmamm-

-------------------- SECURITIES

SALARY UNDERLYING
NAME AND PRINCIPAL POSITION YEAR ($) BONUS ($) OPTIONS (#) C
Richard A. Scholl.........c.cccoooiiiiiinnne 1996 189,750 0 0
Vice President and Chief Technology Officer 1995 191,700 33,264 0

ENSATION AWARDS

ALL OTHER
OMPENSATION (1)

(1) Amounts contributed by the Company to eacthefrtamed executive officers under the Company'é&d@tofit sharing plan.

(2) In October 1996 Richard P. Beck voluntarilyueed his salary by 80% for the fourth quarter dd@d@nd Mr. Beck was granted in lieu

thereof an incentive stock option for 19,000 shaBe "Option Grants in Fiscal Year 1996".

OPTION GRANTSIN FISCAL YEAR 1996

The following table sets forth information as toiacentive stock option granted to Richard P. Biadieu of 80% of Mr. Beck's salary for tl
fourth quarter of 1996. Such option becomes fullgted and exercisable one year after the dateaof.grhe option was granted under the
terms of the Company's 1995 Stock Option Plan. thercnamed executive officer was granted any stgtlons during the fiscal year ended

December 31, 1996.

POTE NTIAL REALIZABLE
VA LUE AT ASSUMED
NUMBER OF PERCENT OF ANNU AL RATES OF STOCK
SECURITIES TOTAL OPTIONS PRI CE APPRECIATION
UNDERLYING GRANTED TO F OR OPTION TERM
OPTIONS EMPLOYEES IN EXERCISE EXPIRATION ----  =ceeeeeeeeeeees
NAME GRANTED 1996 PRICE DATE 5 % 10%
Richard P. BecK..........cccooeueenee. 19,000 49% $ 37/8 10/23/2006 $ 4 6,302 $ 117,339

AGGREGATED OPTION EXERCISESIN FISCAL YEAR 1996 AND OPTION VALUESAT END OF FISCAL YEAR 1996

The following table sets forth information as tdiops exercised by the named executive officerinduhe fiscal year ended December 31,
1996 and options held by the named executive affiaeDecember 31, 1996.

NUMBER OF SECURITIES  VALUE OF UNEXERCISED
UNDERLYING UNEXERCISED  IN- THE-MONEY OPTION S
OPTIONS AT AT DECEMBER 31, 1996
NAME DECEMBER 31, 1996 $)Q)

Douglas S. Schatz.......ccccccceveveiiiiiiiinnnnn,
G. Brent Backman............cccocvvvivieeennnnnn.
Eric A. Balzer....... -- -
Richard P. BeCK.......coceeevviuvieieeciiieeen, 85,885 $ 218,788
Richard A. Scholl (2)......ccccceevviiieeeeiinnns 14,374 $ 28,619

(1) Market value of underlying securities at yead-eninus exercise price.

(2) Includes 14,374 shares that his wife, Brend@ofchas a right to acquire pursuant to a stodioopgranted by the Company. Mrs. Scholl
is a business unit manager for the Company.

COMPENSATION COMMITTEE INTERLOCKSAND INSIDER PARTICIPATION

The members of the Compensation Committee duriadisial year ended December 31, 1996 were Elwgedi&n and Jon Tompkins.
Neither of such persons is or has been an officermployee of th



Company or any of its subsidiaries, nor has eitfisuch persons had a direct or indirect interesiny business transaction with the Comg
which involved an amount in excess of $60,000. Nafrthe executive officers of the Company has sta&ea member of the board of
directors or on the compensation committee of ahgrocompany of which any member of the Compensaiommittee is or has been an
executive officer.

REPORT ON EXECUTIVE COMPENSATION

The Compensation Committee, which consists of taro-@mployee directors, reviews and makes recomntiendawvith respect to the
Company's executive compensation policies anddhgensation to be paid to each of the executiviees. The recommendations of the
Compensation Committee with respect to each exexofficers’ compensation are subject to approydhb Board of Directors.

COMPENSATION POLICIES

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

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

Following these policies the Company has beentalddtract and retain the executive talent necggdsasupport a corporation which has
increased its revenues by more than 300 percentlogdast four years.

COMPENSATION COMPONENTS

BASE SALARY The base salaries of executive officeese established after review of relevant datatibér executives with similar
responsibilities from published industry reportsl @nrveys of similarly situated companies. The cibje is to maintain the Company's anr
executive salaries at levels competitive with therket average base salary of executive officessnmilar positions. The market is comprised
of similarly sized high technology companies withimd outside the Company's industry. In 1997, gelaportion of each executive officer's
compensation will be in the form of a cash bonusyidled certain target performance objectives age fthe Compensation Committee has
established base salary and incentives for theutixecofficers for 1997.

ANNUAL INCENTIVES The more aggressive incentive bgrievels for executives are intended to provigeappropriate elements of
variability and risk. Bonus payments are tied sfpeally to targeted corporate performance. The Caie will establish a base bonus
amount, determined through review of a competithagket survey for executives at similar levels, shhwill be incrementally reduced if the
Company does not meet its targeted performanagcoeased if the Company exceeds its targeted peafuze. There is no minimum or
maximum percentage by which the bonus can be reldocimcreased.
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STOCK OPTIONS The Committee will grant stock opamder the Company's Stock Option Plan to focagxecutive's attention on the
longterm performance of the Company and on maximizingkholder value. The grant of stock options isely tied to individual executi\
performance. The Committee will grant such stoctoms after a review of various factors, includihg executive's potential contributions to
the Company, current equity ownership in the Comard vesting rates of existing stock optionsnif.dncentive stock options and
nonstatutory stock options are granted with an@serprice of at least 100% and 85%, respectiadlthe fair market value of the Common
Stock subject to the option on the date of the tggad utilize vesting periods to encourage retentibexecutive officers. Because of the di
benefit executive officers receive through improggack performance, the Committee believes stotioeg serve to align the interests of
executive officers closely with those of other &toalders.

COMPENSATION OF CHIEF EXECUTIVE OFFICER

The compensation of the Chief Executive Officer, Mouglas S. Schatz, was based on the policieparwdures described above. In
determining Mr. Schatz's base salary and bonuspeaosation levels for other chief executive officargigh technology firms within and
outside the industry were examined. This infornmati@as compared to the relevant performance of ok relative to the Company's
performance.

EFFECT OF SECTION 162(M) OF THE INTERNAL REVENUE CODE

Section 162(m) of the Internal Revenue Code of 1886 "Code") generally limits the corporate dedwcfor compensation paid to certain
executive officers to $1 million, unless the comgagion is performance based. The Board has cayefofisidered the potential impact of this
tax code provision on the Company and has concliudgdneral that the best interests of the Comeamalythe stockholders will be served if
certain of the Company's stock-based long-termnitiees qualify as performance-based compensatitimmthe meaning of the Code. It is
the Board's intention that, so long as it is cdesiswith its overall compensation objectives,watty all executive compensation will be
deductible for federal income tax purposes.

THE COMPENSATION COMMITTEE
Elwood Spedden
Jon D. Tompkins
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PERFORMANCE GRAPH

The following graph compares, for the period ofdithat the Company's Common Stock has been regjiisterder Section 12 of the Securi
Exchange Act of 1934, the cumulative total stocllkrolreturn for the Company, The Nasdaq Stock MddkBt and the Hambrecht & Quist
Semiconductor Index. The stock price performanctherfollowing graph is not necessarily indicatofduture stock price performance.

EDGAR REPRESENTATION OF DATA POINTSUSED IN PRINTED GRAPHIC

HAMBRECHT AND QUIST NASDAQ ADVANCED ENERGY

Semiconductor Index Stock Market - U.S. Industries, Inc.
11/17/1995 $100.00 $10 0.00 $100.00
Dec-1995 97.00 10 1.00 90.00
Jan-1996 96.00 10 1.00 87.50
Feb-1996 96.00 10 5.00 82.50
Mar-1996 92.00 10 6.00 80.00
Apr-1996 105.00 11 4.00 87.50
May-1996 102.00 12 0.00 80.00
Jun-1996 88.00 11 4.00 77.50
Jul-1996 78.00 10 4.00 56.30
Aug-1996 86.00 11 0.00 70.00
Sep-1996 100.00 11 8.00 53.80
Oct-1996 101.00 11 7.00 41.30
Nov-1996 127.00 12 4.00 66.30
Dec-1996 126.00 12 4.00 53.50

* Assumes $100 invested on November 17, 1995, #ite af the Company's initial public offering, iret@ommon Stock of Advanced Energy
Industries, Inc., and $100 invested on November 295 in the Nasdaqg Stock MarkétS., and the Hambrecht & Quist Semiconductor In

CERTAIN TRANSACTIONS

The Company's executive offices and manufacturgifies in Fort Collins, Colorado are leased fr8marp Point Properties, LLP, a
Colorado limited liability (the "LLP"), in which Daglas S. Schatz, President, Chief Executive Offcet Chairman of the Board of the
Company, and G. Brent Backman, Vice President, i8pBoojects of the Company, hold 26.67% and 6.86&mber interests, respectively.
The Company believes that the terms of such lem®eso less favorable than could have been obtdineda third party lessor. Aggregate
rental payments under such leases for 1996 totgdptbximately $750,420. In May 1995, the Compartgren into a new lease, also with the
LLP, for a building constructed adjacent to the @amy's executive offices in connection with the @amy's expansion. Annual rental
payments under the new lease are approximately,$532In addition, the Company paid approximatdy3#million for leasehold
improvements under this lease. The Company belihatghe terms of the new lease are no less falmthan could have been obtained fi

a third party lessor.

The Company leases a condominium in Breckenridgi&yr&do owned by a partnership formed by Messrsa&cand Backman. The
Company uses the condominium to provide rewardsSrasghtives to its customers, suppliers and emgsy€&he Company believes that the
terms of such lease are no less



favorable than could have been obtained from d harty lessor. Aggregate rental payments unddr kase for 1996 totaled $36,000.

The Company accepted promissory notes in lieu sl @ connection with certain employees' exeraigesock options granted by the
Company. Eric A. Balzer, Vice President, Operatigssued a promissory note to the Company in theipal amount of $225,865; Richard
P. Beck, Vice President and Chief Financial Offiégsued two promissory notes to the Company iratigregate principal amount of
$220,494; Susan C. Schell, Vice President, Humao&ees and Corporate Quality, issued a promigsate/ to the Company in the principal
amount of $182,795; and Richard A. Scholl, Vicesittent and Chief Technology Officer, issued a psswoiy note to the Company in the
principal amount of $454,310. Each of these proamisaotes matures on June 28, 2000 and bearssh&iré.83% per annum.

PROPOSAL NO. 2
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

Unless marked to the contrary, proxies receivetibvilvoted "FOR" the ratification of the appointrhehArthur Andersen LLP as the
independent auditors for the Company for the caryear. Arthur Andersen LLP has been the Compangispendent auditors since 1994. If
the stockholders fail to ratify the appointmenidathur Andersen LLP, the Board of Directors wilcmnsider its selection.

Audit services of Arthur Andersen LLP during thed69iscal year included the examination of the otidated financial statements of the
Company and services related to filings with theugiies and Exchange Commission ("SEC") and otbgulatory bodies.

The Audit Committee of the Company will meet withthur Andersen LLP on an annual or more frequesishb@t such time the Audit
Committee will review the services performed byhtut Andersen LLP for the preceding year, as wethadees charged for such services.

A representative of Arthur Andersen LLP is expedtete present at the Annual Meeting and will har@pportunity to make a statement if
he or she so desires. Moreover, the represeniataxpected to be available to respond to apprpgaestions from the stockholders.

THE BOARD OF DIRECTORSOF THE COMPANY RECOMMENDSA VOTE "FOR" THE
RATIFICATION OF THE APPOINTMENT OF ARTHUR ANDERSEN LLP ASINDEPENDENT AUDITORS.
SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRNCE

Section 16(a) of the Securities Exchange Act reguihe Company's executive officers and directodspeersons who own more than ten
percent of a registered class of the Company'dyegecurities to file an initial report of ownerpton Form 3 and changes in ownership on
Form 4 or 5 with the SEC. Executive officers, diogs and greater than ten percent stockholderalsoerequired by SEC rules to furnish the
Company with copies of all Section 16(a) forms tfiky Based solely on its review of the copieso€h forms received by it, or written
representations form certain reporting personsCibrapany believes that during the last fiscal yakuSection 16(a) filing requirements
applicable to its officers, directors and ten patstockholders were complied with.

PROPOSALS OF STOCKHOLDERS

Proposals that stockholders desire to have inclirdéte Company's proxy materials for the 1998 AairMieeting of Stockholders of the
Company must be received by the Secretary of thepgaay at its principal office (1625 Sharp Pointv@tiFort Collins, Colorado 80525) no
later than December 10, 1997 in order to be consitifr inclusion in such proxy materials.
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FORM 10-K

A copy of the Company's 1996 Annual Report on Faf+K will be available without charge upon requestinvestor Relations, Advanced
Energy Industries, Inc. 1625 Sharp Point Drive t@mnllins, Colorado 80525.

OTHER MATTERS

The Company knows of no other matters to be subchtti the meeting. If any other matters properipedefore the meeting, it is the
intention of the persons named in the enclosed fafrRroxy to vote the shares they represent aBdlaed of Directors may recommend.

It is important that your stock be representedhatrheeting, regardless of the number of shareswiaa hold. You are, therefore, urged to
execute and return, at your earliest convenietesatcompanying proxy card in the envelope whichldeen enclosed.

THE BOARD OF DIRECTORS
Dated: April 9, 1997
1456-PS-97
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