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PART | FINANCIAL INFORMATION

ITEM 1. UNAUDITED FINANCIAL STATEMENTS

ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED BALANCE SHEETS

(IN THOUSANDS)

(UNAUDITED)

JUNE 30,
2001

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Marketable securities - trading ....
Accounts receivable, net
Notes receivable
Income tax receivable
Inventories, net
Other current assets
Deferred income tax assets, net

Total current assets

PROPERTY AND EQUIPMENT, net

OTHER ASSETS:
Deposits and other
Goodwill and intangibles, net
Investments - available for sale
Demonstration and customer service equipment, net
Deferred debt issuance costs, net

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payable - trade
Accrued payroll and employee benefits
Other accrued expenses
Customer deposits
Accrued income taxes payable
Current portion of capital lease obligations and
Accrued interest payable on convertible subordina

long-term debt .
ted notes

Total current liabilities

LONG-TERM LIABILITIES:
Notes payable, net of current portion
Deferred income tax liabilities, net
Convertible subordinated notes payable

Total liabilities

MINORITY INTEREST

STOCKHOLDERS' EQUITY

Total liabilities and stockholders' equity ..

The accompanying notes to consolidated condensaddial statements are an integral part of thesedatmlated condensed balance sheets.
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DECEMBER 31,
2000
(UNAUDITED)

$32,448 $31,716
129,180 157,811
43,099 76,545
2,472 2,472
9,865 74
47,462 45,266
2,658 2,508
9,040 7,483
276,224 323,875
33,245 24,101
687 995
24,936 9,890
2,452 1,824
4,155 2,889
2,015 2,261
$343,714  $365,835
$ 8,673 $18,250
8,285 11,723
6,376 4,383
537 104
1,313 7,923
216 1,337
529 529
25,929 44,249
230 1,043
1,116 -
81,600 81,600
82,946 82,643
108,875 126,892
185 145
234,654 238,798
$343,714  $365,835




ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

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

THREE MONTHS ENDED JUNE 30,

2001 2000
(UNAUDITED) (UNAUDITED)
SALES ..o e $46,171 $ 85,701
COST OF SALES ....coiiieeeeneeee e 38,390 43,338
Gross Profit cooeevcceeeiiiiiiieiiieeeeeee e 7,781 42,363
OPERATING EXPENSES:
Research and development ............cccccoe..... 11,040 8,504
Sales and marketing ................ 5,963 5,373
General and administrative ... 5,645 5,810
Goodwill impairment ..........ccccccvvvereennn. 5,446 -
Restructuring charge ......ccccocvvveeeeeeeee. s 614 --
MErger COSIS i s -- 2,333
Total operating eXpenses ......cccoevvveeeceeeee s 28,708 22,020
(LOSS) INCOME FROM OPERATIONS ...ooiiiiiiiieeees e (20,927) 20,343
OTHER (EXPENSE) INCOME .....cocccviieiiiiiieeeeee e (70) 731
Net (loss) income before income taxes and minori ty interest ...... (20,997) 21,074
(BENEFIT) PROVISION FOR INCOME TAXES .....ccccooee. e (6,553) 8,023
MINORITY INTEREST IN NET INCOME (LOSS) ...ccceveeee. i 105 (67)
NET (LOSS) INCOME ....oooeviiiiiieiiieieeneeeee e $(14,549) $13,118
BASIC (LOSS) EARNINGS PER SHARE ......ccoocccceeees e $ (0.46) $ 0.42
DILUTED (LOSS) EARNINGS PER SHARE ........cccocee. s $ (0.46) $ 0.40
BASIC WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING.................. 31,698 31,314
DILUTED WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING............. 31,698 32,543
SIX MONTHS ENDED JUNE 30,
2001 2000
(UNAUDITED) (UNAUDITED)
SALES ..o e $ 120,885 $ 160,729
COST OF SALES ....ccoiiiiiiiieieeeeeeeee e 81,881 81,699
Gross profit ..o e 39,004 79,030
OPERATING EXPENSES:
Research and development ........cccccceeeeeeee. L. 23,429 16,617
Sales and marketing .........cccceeevveiiininns 12,592 11,240
General and administrative ... 11,819 11,449
Goodwill impairment ............. 5,446 -
Restructuring charge ..........cccoccveeeenine 614 -
Litigation reCovery ......ccooccvvvceveeenneeee e, (1,500) -
MErger COSES oo s -- 2,333
Total operating eXpenses ......cccccceeeeeeeeee e 52,400 41,639
(LOSS) INCOME FROM OPERATIONS ....oooviiviieiees e (13,396) 37,391
OTHER INCOME (EXPENSE) ...ocovviiiiiiiiiiiiceee e, 117 851
Net (loss) income before income taxes and minori ty interest ...... (13,279) 38,242
(BENEFIT) PROVISION FOR INCOME TAXES .....ccoccoee. e (3,864) 13,970
MINORITY INTEREST IN NET INCOME (LOSS) ...cccoveeee. i 40 (84)
NET (LOSS) INCOME .....coooviiiiiiiiiiieeeeeeeee e $ (9,455) $ 24,356
BASIC (LOSS) EARNINGS PER SHARE ......ccoocccceeees s $ (0.30) $ 0.78
DILUTED (LOSS) EARNINGS PER SHARE ........cccocee. s $ (0.30) $ 0.75




BASIC WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING.................. 31,623 31,238

DILUTED WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING............. 31,623 32,528

The accompanying notes to consolidated condensaddial statements are an integral part of thessatimlated condensed statements.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENT OF CASH FLOWS
(IN THOUSANDS)

SIX MONTHS ENDED JU NE 30,
2001 2 000
(UNAUDITED) (UNA UDITED)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net (I0SS) INCOME ...ooovvvieviiccieeiieeeeee e $(9,455) $2 4,356
Adjustments to reconcile net (loss) income to net cash provided by
operating activities --
Depreciation and amortization ................ . L 8,151 4,843
Amortization of deferred debt issuance costs . 246 320
Amortization of deferred compensation ........ 262 197
Minority interest ........ccccccovieeeenne 40 (84)
Stock issued for services rendered and merger - 2,430
Provision for deferred income taxes .......... (713) 41)
Provision for inventory and product-related li 7,116 -
Provision for restructuring 614 -
Provision for bad debt ............. 200 -
Impairment of goodwill ....................... 5,446 -
Earnings from marketable securities, net ..... (2,695) ( 4,781)
Changes in operating assets and liabilities --
Accounts receivable-trade, net ............. 34,129 ( 8,527)
Related parties and other receivables ...... 284 (732)
INVeNtories ......cccceeveveevciiniinns (5,134) ( 8,021)
Other current assets .... (61) 101
Deposits and other ..........ccccceeeenee 307 6
Demonstration and customer service equipment (1,752) (614)
Accounts payable, trade .................... (9,932) 683
Accrued payroll and employee benefits ...... (3,843) 1,026
Customer deposits and other accrued expenses (1,101) (400)
Income taxes payable/receivable, net ....... (14,810) 1,976
Net cash provided by operating activites 7,299 1 2,738
CASH FLOWS FROM INVESTING ACTIVITIES:
Marketable securities transactions .............. 32,000 (1 0,000)
Proceeds from sale of equipment ................. - 150
Purchase of property and equipment, net ......... (9,442) ( 5,279)
Purchase of investments ..........cccccceee... (639) (531)
Acquisition of Engineering Measurements Company, net of cash acquired ...... (29,932) -
Net cash used in investing activities ... L (8,013) 1 5,660)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net change from notes payable and capital lease o bligations ................ (1,934) (363)
Proceeds from common stock transactions ......... . 2,735 3,032
Net cash provided by financing activites L 801 2,669
EFFECT OF CURRENCY TRANSLATION ON CASH ....cccccce. e 645 (666)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS .. oo 732 (919)
CASH AND CASH EQUIVALENTS, beginning of period .... s 31,716 2 1,043
CASH AND CASH EQUIVALENTS, end of period ........... e, $ 32,448 $2 0,124
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest ......cccccceevcceeeeees e $ 2,282 $ 3,787
Cash paid for inCOome taxes ......ccccoeeveeeeees e $ 11,524 $1 3,568

The accompanying notes to consolidated condensaddial statements are an integral part of thessdadimlated condensed statements.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
(1) BASIS OF PRESENTATION AND MANAGEMENT OPINION

In the opinion of management, the accompanying dited consolidated condensed balance sheets ardhstats of operations and cash
flows contain all adjustments necessary to prefséry the financial position of Advanced Energydlrstries, Inc., a Delaware corporation,
and its wholly owned subsidiaries (the "Company'June 30, 2001 and December 31, 2000, and théseduhe Company's operations and
cash flows for the three- and six-month periodseeingline 30, 2001 and 2000.

The unaudited financial statements presented hbesia been prepared in accordance with the ingingcto Form 10-Q and do not include
all the information and note disclosures requirgdybnerally accepted accounting principles. Tharfaial statements should be read in
conjunction with the audited financial statememtd aotes thereto contained in the Company's AnRegbrt on Form 10-K for the year
ended December 31, 2000, filed March 27, 2001.

The preparation of the Company's consolidated amsbbfinancial statements requires the Companysmgement to make certain estimates
and assumptions that affect the amounts reportédiiaclosed in the consolidated condensed finasti@éments and accompanying notes.
Actual results could differ from those estimates.

(2) ACQUISITIONS

EMCO -- On January 2, 2001, Engineering Measuresn@ntnpany ("EMCO"), a publicly-held, Longmont, Geldo-based manufacturer of
electronic and electromechanical precision instmisiéor measuring and controlling the flow of ligej steam and gases, was merged with a
wholly owned subsidiary of the Company. The Comppaig the EMCO shareholders cash in an aggregatersnof approximately $30
million. The acquisition was accounted for using flurchase method of accounting, and the operegsgts of EMCO are reflected in the
accompanying financial statements prospectivelsnftbe date of acquisition. The purchase price Wasaed to the net assets of EMCO as
summarized below:

(In thousands )

(UNAUDITED)
Cash and cash equivalents $ 459
Marketable securities 674
Accounts receivable 1,167
Inventories 1,678
Deferred income tax assets, current 584
Other current assets 88
Fixed assets 4,596
Goodwill and intangibles 23,152
Accounts payable (355)
Accrued payroll (405)
Other accrued expenses (391)
Deferred income tax liability (856)

$30,391



SEKIDENKO, INC. -- On August 18, 2000, Sekidenkag.| ("Sekidenko"), a privately-held, Vancouver, \Magton state-based supplier of
optical fiber thermometers to the semiconductoiteapquipment industry, was merged with a whollyned subsidiary of the Company. The
Company issued 2.1 million shares of its commonoksto the former shareholders of Sekidenko.

NOAH HOLDINGS, INC.--- On April 6, 2000, Noah Holdings, Inc. ("Noah3) privately-held, California-based manufacturesaifd state
temperature control systems used to control praegsperatures during semiconductor manufacturirag merged with a wholly owned
subsidiary of the Company. The Company issued apadely 687,000 shares of its common stock in eation with the acquisition. In
addition, outstanding Noah stock options were cardeinto options to purchase approximately 40 8i@dres of the Company's common
stock. In April 2001 Noah was merged with its wha@lwvned subsidiary and the name of Noah Holdings, Was changed to Noah Precision,
Inc.

The Sekidenko and Noah mergers constituted taxréesyanizations and have been accounted for dspge®f interests under Accounting
Principles Board Opinion No. 16. Accordingly, atlgr period consolidated financial statements pne=g have been restated to include the
combined balance sheet, statements of operatiahsaash flows of Noah and Sekidenko as though eadhahvays been part of the Compe
There were no transactions between the Companyh Bliod Sekidenko prior to the combinations, and itenie adjustments were recorded
at Noah and Sekidenko to conform their accountimigcigs. Certain reclassifications were made tdf@on the Noah and Sekidenko financial
statements to the Company's presentations. Thégedwperations for the separate companies antboswed amounts presented in the
consolidated financial statements follow:

SIX MONTHS ENDED JUNE 30,

2000
(UNAUDITED)

(IN THOUSANDS)

Sales:
Pre-Noah and Sekidenko mergers
Advanced ENergy .....cc.ccceceevvvevcveeeeees e, $67,171
NOAN (oo . 3,080
Sekidenko ....cccoovviiiiiiiiiieeees e, 4777
Advanced Energy and Noah combined before Sekidenk 0 merger .... 80,586
Sekidenko before Sekidenko merger .......cccc..... L. 5,115
Post-Noah and Sekidenko mergers ........cceee... L. -
Consolidated .....cccccovvvvvvvvienieaees e, $160,729
Net income:
Pre-Noah and Sekidenko mergers
Advanced ENergy ......ccccceceevvvevcveeeeees e, $ 9,996
NOAN (oo 43
Sekidenko ........cocceeeieiiiiiieeiiieen 1,199
Advanced Energy and Noah combined before Sekidenk 12,030
Sekidenko before Sekidenko merger 1,088
Post-Noah and Sekidenko mergers ................. --
Consolidated ......ccccoovvvvveviieaie . $ 24,356

LITMAS -- During 1998 the Company acquired a 29%newship interest in LITMAS, a privately-held, No@arolina-based start-up
company that designs and manufactures plasma gésnaént systems and high-density plasma sourcespditthase price consisted of $1
million in cash. On October 1, 1999, the Compamyu@ed an additional 27.5% interest in LITMAS for additional $560,000. The purchase
price consisted of $385,000 in the Company's comshack and $175,000 in cash. The acquisition waswtted for using the purchase
method of accounting and resulted in $523,000 atkxt to intangible assets as goodwill. The resiltperations of LITMAS have been
consolidated in the accompanying consolidated firrstatements from the date the controlling ieséof 56.5% was acquired. On October
1, 2000, the Company acquired an additional 3.a&ést in LITMAS for an additional $250,000, bringithe Company's ownership interest
in LITMAS to 59.5%.



(3) MARKETABLE SECURITIES -- TRADING

MARKETABLE SECURITIES -- TRADING consisted of thelfowing:

JUNE 30, DECEMBER 31,
2001 2000
(UNAUDITED) (UNAUDITED)
(INT HOUSANDS)
Commercial paper ...........c....... $103,634 $ 85,827
Municipal bonds and notes .......... 24,107 54,022
Mutual funds ..........ccccvvvvens 1,119 17,962
Treasury bills and other ........... 320 -
Total marketable securities ........ $129,180 $157,811

These marketable securities are stated at periddnanket value, and have original costs of $128@®XYand $157,112,000 as of June 30,
2001 and December 31, 2000, respectively. Inclik¢ldese balances is accrued interest income d3,$80 and $699,000 as of June 30,
2001 and December 31, 2000, respectively.

(4) ACCOUNTS RECEIVABLE -- TRADE

ACCOUNTS RECEIVABLE -- TRADE consisted of the folling:

JUNE 30, DECEMBER 31,
2001 2000
(UNAUDITED) (UNAUDITED)
(INT HOUSANDS)
DOMESLIC ...ccvvvveeeeciieeees $ 14,656 $ 41,545
Foreign ....cccccveeeeieiiniinns 23,394 31,971
Allowance for doubtful accounts .... (952) (784)
Trade accounts receivable .......... 37,098 72,732
Related parties .........ccccceeee. 38
Other .....cooevvviiiiiiiiiees 3,775
Total accounts receivable $ 76,545
(5) INVENTORIES
INVENTORIES consisted of the following:
JUNE 30, DECEMBER 31,
2001 2000
(UNAUDITED) (UNAUDITED)
(INT HOUSANDS)
Parts and raw materials ............ $32,050 $34,462
Work in process ............ccue.... 2,776 3,777
Finished goods .........ccccceuuee 12,636 7,027
Total inventories .................. $47,462 $45,266

(6) INVESTMENTS -- AVAILABLE FOR SALE AND OTHER

In the third quarter of 2000 the Company exercisadants of a supplier in a cashless transactidrreceived 458,000 shares of the suppl
common stock, which is publicly traded. Concurneith the exercise, the Company sold 320,000 shafréee supplier's common stock and
recognized a gain of approximately $4.8 millioneTemaining 138,000 shares have been classifiadalsble-for-sale securities and are
reflected as an investment of approximately $1M8aniin the accompanying balance sheet. Also idetliin investments is $700,000 of

private company equity securities accounted foreuttide cost method.
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(7) STOCKHOLDERS' EQUITY
STOCKHOLDERS' EQUITY consisted of the following:

JUNE 30, DECEMBER 31,
2001 2000
(UNAUDITED) (UNAUDITED)

Common stock, $0.001 par value, 55,000 and 40,000 s hares

authorized, respectively; 31,775 and 31,537 share s

issued and outstanding, respectively ............ ... $ 32 $ 32
Additional paid-in capital ........ccccoccveeeee. Ll 129,337 124,930
Retained earnings .......cccoovvvvvvvvvvvvveeeees 107,516 116,971
Deferred compensation ..........ccooeevvvvvveceeee (1,358) (1,620)
Accumulated other comprehensive loss ............... ... (873) (1,515)
Total stockholders' equity ......ccoceevvveeeeeeees $ 234,654 $ 238,798

(8) ACCOUNTING POLICIES

COMPERHENSIVE INCOME -- Comprehensive income fag ompany consists of net income, foreign currdranyslation adjustments
and an unrealized holding loss as presented below

SIX MONTHS ENDED SIX MONT HS ENDED
JUNE 30, 2001 JUNE 30 , 2000
(UNAUDITED) (UNAU DITED)
(IN THOUSANDS)
Net (loss) income, as reported .......ccccceeeeeeee e $ (9,455) $2 4,356
Adjustment to arrive at comprehensive net (loss) in come:
Unrealized holding loss on available-for-sale mar ketable securities .... 3) -
Cumulative translation adjustment ................ L 645 (666)
Comprehensive net (I0SS) INCOME .....cccoceeeeeee. e, $ (8,813) $2 3,690

SEGMENT REPORTING -- SFAS No. 131, "Disclosure at®egments of an Enterprise and Related InformAtiequires a public business
enterprise to report financial and descriptive infation about its reportable operating segmenter@jng segments are components of an
enterprise about which separate financial infororais available that is evaluated regularly bydhief operating decision-maker in deciding
how to allocate resources and in assessing perfmendanagement operates and manages the Compansyiess as one operating segment,
because all of its products and systems have sigglanomic characteristics and production proce&iase the Company operates in one
segment, all financial segment information requitgdSFAS No. 131 is found in the consolidated firiahstatements.

DERIVATIVE INSTRUMENTS -- In June 1998 the FASB iismd SFAS No. 133, "Accounting for Derivative Instrents and Hedging
Activities." The Company, as required, adopted SRS 133, as amended by SFAS No. 137, on Janu&Qll,. SFAS No. 133 establishes
accounting and reporting standards for derivatingtruments and for hedging activity by requirinigdairivatives to be recorded on the bale
sheet as either an asset or liability and measatrttkir fair value. Changes in the derivativelsalue will be recognized currently in
earnings unless specific hedging accounting caitere met. SFAS No. 133 also establishes unifoiaigdnaccounting criteria for all
derivatives. The Company will not seek specificdeedccounting treatment for its foreign currenawird contracts. The adoption of SFAS
No. 133 did not have a material impact on the Camjsdinancial condition or results of operatio

The Company's subsidiary Advanced Energy Japan éqtérs into foreign currency forward contractbty U.S. dollars to mitigate curren
exposure from its payable position arising frondé&rgurchases and intercompany transactions wigiaisnt. Foreign currency forward
contracts reduce the Company's exposure to theh@khe eventual net cash outflows resulting ftbepurchase of products denominate
other currencies will be adversely affected by desnin exchange rates. Foreign currency forwartracts are entered into with a major
commercial Japanese bank that has a high creitjra@nd the Company does not expect the countgrfzafail to meet its obligations under
outstanding contracts.



Foreign currency gains and losses under the abhoaegements are not deferred. The Company genenatiéyrs into foreign currency forward
contracts with maturities ranging from one to sewemths, with contracts outstanding at June 301 26tturing through January 2002. All
forward contracts are held until maturity. At JB@ 2001, the Company held foreign forward excharaggracts with nominal amounts of
$13.5 million and market settlement amounts of 6Xillion for an unrealized gain position of $90000that has been included in other
income and expense in the accompanying condensgingnt of operations.

REVENUE RECOGNITION -- In December 1999 the stdffree Securities and Exchange Commission issuestdtf Accounting Bulletin
("SAB") No. 101, "Revenue Recognition." SAB No. lIfirbvides guidance on the measurement and timimgvahue recognition in financial
statements of public companies. Changes in acemupbtlicies to apply the guidance of SAB No. 10Xemequired to be adopted by
recording the cumulative effect of the change mfthcal quarter ending December 31, 2000. The tamtopf SAB No. 101 did not have a
material effect on the Company's financial conditiw results of operations.

BUSINESS COMBINATIONS, INTANGIBLE ASSETS AND GOODW.L -- In June 2001, the FASB issued SFAS No. 18lsiness
Combinations" and SFAS No. 142, "Goodwill and Otlitangible Assets." These statements prohibitipgedf-interests accounting for
transactions initiated after June 30, 2001, recthieeuse of the purchase method of accountinglifeombinations after June 30, 2001, and
establish new standards for accounting for goodamitl other intangibles acquired in business contibima Goodwill will continue to be
recognized as an asset, but will not be amortizggr@viously required by APB Opinion No. 17, "Ingé#rie Assets.” Certain other intangible
assets with indefinite lives, if present, may aist be amortized. Instead, goodwill and other igtiale assets will be subject to periodic (at
least annual) tests for impairment, and recognibibimpairment losses in the future could be rezpiipased on a new methodology for
measuring impairments prescribed by these prononects. The revised standards include transiticesrahd requirements for identification,
valuation and recognition of a much broader lisintdingibles as part of business combinations e practice, most of which will contin
to be amortized. The Company's prospective findistiements may be significantly affected by #wuits of future periodic tests for
impairment. In addition, the amount and timing ofircash charges related to intangibles acquirddisiness combinations will change
significantly from prior practice.

During the second quarter of 2001, the Companyiterted the operations of its Tower Electronics, Bubsidiary ("“Tower") and its Fourth
State Technology ("FST") product line, due to d@nlj sales of their respective products, loss gfdestomers, terminations of key
employees and some customers' newly developedugehoapabilities. It was during the second quaft@001 that the Company determined
that the long-term outlook for these businessegetwerate cash flow was impaired, and as part sfriggegic restructuring, determined that
these businesses were no longer part of its maimsfarhe Company recorded a charge of $3.6 mibfogoodwill impairment related to the
dissolution of Tower and a charge of $1.8 millidrgoodwill impairment related to the terminationf$T. These amounts represented the
carrying values of these assets on June 30, 2@@drebthe writedown. These charges are disclosé@asdwill Impairment” in the Operatir
Expenses section of the accompanying unauditecbtidated condensed statement of operations.

During the second quarter of 2001, the Companyemphted a restructuring program that resultederréduction of approximately 135
regular employees. The reduction in force beganveasicompleted during the second quarter of 208&.Jompany recorded a restructuring
charge of approximately $614,000 related primadlgeverance and fringe benefits. In additionniheber of temporary and contract
workers employed by the Company was also reduced.

(9) CONVERTIBLE SUBORDINATED NOTES PAYABLE

In November 1999 the Company issued $135 millioB.86% convertible subordinated notes. These mogtare November 15, 2006, with
interest payable on May 15th and November 15th gaah
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beginning May 15, 2000. Net proceeds to the Compeerg approximately $130.5 million, after deduct##5 million of offering costs,
which have been capitalized and are being amortized a period of seven years. Holders of the noig convert the notes at any time into
shares of the Company's common stock, at $49.58hzge. The Company may convert the notes on er ldfivember 19, 2002 at a
conversion price of 103.00% times the principal antpand may convert at successively lesser amaolatsafter until November 15, 2006,
at which time the Company may convert at a redesnpgirice equal to the principal amount. At JuneZm1, $529,000 of interest expense
related to these notes was accrued as a currbitityia

In October and November 2000, the Company repuethas aggregate of approximately $53.4 million gigal amount of its 5.25%
convertible subordinated notes in the open maf&eg cost of approximately $40.8 million. Theseghases resulted in an after-tax
extraordinary gain of $7.6 million. The purchasetes have been cancelled. Approximately $81.6 onilprincipal amount of the notes
remains outstanding. The Company may continue toh@se additional notes in the open market frone tiontime, if market conditions and
the Company's financial position are deemed faverfds such purposes.

(10) LITIGATION RECOVERY

In March 2001, the Company received a $1.5 milsettlement for recovery of legal expenses pertgitona patentrfringement suit in whic
the Company was the plaintiff.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
SPECIAL NOTE ON FORWARD LOOKING STATEMENTS

This Form 10-Q, including the following discussi@ontains forward looking statements, within theamiag of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of thar8ies Exchange Act of 1934, as amended. Statesrikat are other than historical
information are forward looking statements. Forrege, statements relating to our beliefs, expemtatand plans are forward looking
statements, as are statements that certain actionditions or circumstances will occur or contingerward looking statements involve risks
and uncertainties. As a result, actual results diigr materially from the results discussed in thevard looking statements. Factors that
could cause or contribute to such differences ovgiany forward looking statements, by hindsightée overly optimistic or unachievable,
include, but are not limited to the following:

o changes or slowdowns in economic conditions énsemiconductor and semiconductor capital equipimenistries or other industries in
which our customers operate;

o changes in customers' inventory management pescti

o timing and challenges of integrating recent aoigptial future acquisitions;

0 component shortages or allocations or other fadt@mt change our levels of inventory or substdigtincrease our spending on inventory;
o introduction of new products by our competitansgl

o our ability to attract and retain key personnel.

For a discussion of these and other factors thgtimpact our realization of our forward looking tet@ents, see our Annual Report on Form
10-K for the year ended December 31, 2000, Patautionary Statements - Risk Factors."

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED JUNE 30, 2001 AND 2000
SALES

We sell power conversion and control systems alade@ equipment primarily to the semiconductor tgquipment, data storage, flat panel
display and advanced product applications marketise United States, to the flat panel display ameanced product
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applications markets in the Asia Pacific regiord émdata storage, semiconductor capital equipraetitadvanced product applications
markets in Europe. We also sell spare parts arairreprvices worldwide through our customer sergicd technical support organization.

Sales were $46.2 million in the second quarter0&12 down 46% from sales of $85.7 million in thea®d quarter of 2000, and down 38%
from sales of $74.7 million in the first quarter2@01. The second quarter of 2001 included saldENbgO, a wholly owned subsidiary we
acquired on January 2, 2001, which was accountedyfthe purchase method of accounting. The fogutirter of 2000 was the eighth
consecutive quarter of sales growth, which was @rilynattributable to capacity expansion and inseghinvestment in advanced technology
by the semiconductor industry, which resulted créased demand for our systems from manufactufeengiconductor capital equipment.
During the first quarter of 2001 and continuingoiigh the second quarter of 2001, a worldwide slawdim demand for semiconductors
resulted in a sudden and rapid decline in demandeimiconductor manufacturing equipment, as invgritaildups and slower global
economic growth resulted in slower capital investti®ey semiconductor manufacturers and their sugplidur experience has shown that our
sales to semiconductor capital equipment customdrighly correlated to the volatile activity inistindustry, which results from sudden
changes in semiconductor supply and demand, asawetipid technological advances in both semicaondaevices and wafer fabrication
processes. Our sales to the semiconductor capgdment industry in the second quarter of 200kekesed 55% from sales to that industry
from the second quarter of 2000, and decreasedfdBtosales to that industry from the first quadé2001. We expect sales to the
semiconductor capital equipment industry for theaender of 2001 to be lower than the comparabledsiin 2000.

Our sales to the data storage industry decreasigdi®®n the second quarter of 2000 to the secondeuaf 2001, primarily due to slowdov
in growth of demand for CVD and DVD replication gguent and personal computers, and overcapaciyai manufacturing equipment.
Sales to the flat panel display industry decre&d€d from the second quarter of 2000 to the secoiadter of 2001. Sales to advanced pro
applications industries increased 14% from the sécmarter of 2000 to the second quarter of 2001.

The following tables summarize net sales and péagess of net sales by customer type for us fothreeemonth periods ended June 30, 2
and 2000:

THREE MO NTHS ENDED JUNE 30,
2001 2000
( N THOUSANDS)

Semiconductor capital equipment ....... $27,75 6 $61,528
Data storage ...........ccccuvvvvnnns 2,28 4 5,564
Flat panel display ...........ccc...... 3,73 5 7,663
Advanced product applications ......... 8,31 9 7,302
Customer service technical support .... 4,07 7 3,644

$46,17 1 $85,701
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THREE MO NTHS ENDED JUNE 30,

2001 2000
Semiconductor capital equipment ....... 6 0% 72%
Data storage ........cccccevvvvvnnnnnn. 5 7
Flat panel display ...........ccc...... 8 9
Advanced product applications ......... 1 8 8
Customer service technical support .... 9 4

The following tables summarize net sales and péagess of net sales by geographic region for uth®three-month periods ended June 30,
2001 and 2000:

THREE MO NTHS ENDED JUNE 30,
2001 2000
| N THOUSANDS)
United States and Canada............... $28,56 3 $62,506
EUrope .....ccccccvvveeeeeiiiiiiis 7,00 7 12,420
Asia Pacific ...........cccccvvineen 10,35 1 10,689
Rest of world ... 25 0 86
$46,17 1 $85,701
THREE MO NTHS ENDED JUNE 30
2001 2000
United States and Canada .............. 6 2% 73%
EUrope ... 1 5 15
Asia Pacific ...........ccccvvvnnenns 2 2 12
Rest of world ... 1 -
10 0% 100%

GROSS MARGIN

Our gross margin was 49.4% in the second quart2®@d and 16.9% in the second quarter of 2001.dElceease was due to lower absorption
of manufacturing overhead and fixed costs, and.& @ifllion writedown related to the identificati@md future disposal of excess and obsi
inventory and additional warranty provision recatde reflect our current experience and anticiptetdemental repairs and retrofits. We
added new facilities in Fort Collins, Colorado lire ffirst quarter of 2001 to increase our manufaegucapacity, which increased our lease
depreciation costs. This adversely impacted abisorpf overhead because the increased capacityetdslly utilized due to decreased
demand. In addition, the sudden and pronouncedndeicl demand caused a significant increase inntorees deemed to be excessive or
obsolete. Any further decreases in our level ofsal the future could have an additional negatiyeact on our gross margin.

RESEARCH AND DEVELOPMENT EXPENSES

We invest in research and development to identfiy technologies, develop new products and impraistieg product designs. Our resez
and development expenses were $8.5 million in ¢sersd quarter of 2000 and $11.0 million in the selcguarter of 2001, representing an
increase of 30%. The increase is primarily duentmdéases in payroll, purchased services and higfrastructure costs for new product
development, and partly due to the inclusion of EM@search and development expenses
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in the second quarter of 2001. As a percentagale§sresearch and development expenses increase® 0% in the second quarter of 2000
to 23.9% in the second quarter of 2001 becaudeedfigher spending and lower sales levels.

We believe continued investment in the researchdawvelopment of new systems is critical to our loeign strategy and our ability to serve
new and existing markets, and we continue to invesew product development during industry downsuiSince our inception, the majority
of our research and development costs generally hagn internally funded and all have been expeaséucurred.

SALES AND MARKETING EXPENSES

Our sales and marketing expenses support domestimternational sales and marketing activitiesoltinclude personnel, trade shows,
advertising, and other marketing activities. Salled marketing expenses were $5.4 million in theséaquarter of 2000 and $6.0 million in
the second quarter of 2001, representing an 11%ase. The increase is primarily due to the inolusif EMCO sales and marketing
expenses in the second quarter of 2001 and higheolh, promotion and distribution costs. We inagrithese expenses to continue to inct
our sales management and product management dapsbils a percentage of sales, sales and magkekipenses increased from 6.2% ir
second quarter of 2000 to 12.9% in the second guaft2001 because of the higher spending and lsales levels.

GENERAL AND ADMINISTRATIVE EXPENSES

Our general and administrative expenses supponvotdwide financial, administrative, informatiogstems and human resources functions.
General and administrative expenses were $5.8omilfi the second quarter of 2000 and $5.6 milliothe second quarter of 2001,
representing a 3% decrease. General and administextpenses for the second quarter of 2001 inajaadelwill amortization resulting from
the acquisition of EMCO. As a percentage of sajeagral and administrative expenses increased6t8% in the second quarter of 2000 to
12.2% in the second quarter of 2001 because dbther sales levels.

We continue to implement our management systernwaodt including the replacement of existing systénmmur domestic and foreign
locations. We expect that charges related to paeddraining and implementation of our managemgstesn software will continue through
2001.

GOODWILL IMPAIRMENT

During the second quarter of 2001 we terminatedatfmns of our Tower Electronics, Inc. subsidiang @ur Fourth State Technology proc
line due to declining sales of their respectivedpigis, loss of related key customers, terminatadey employees and some customers'
newly developed in-house capabilities. We deterohthat the long-term outlook for these businessegherate cash flow was impaired and,
as part of
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our strategic restructuring we determined thate¢Hmssinesses were no longer part of our main fosesrecorded a charge of $3.6 million of
goodwill impairment related to the dissolution off @ ower Electronics, Inc. subsidiary and a chaig®l.8 million of goodwill impairment
related to the termination of our Fourth State Tetbgy product line. These amounts representedritiee amount of the net carrying values
of these assets on the date they were written down.

RESTRUCTURING CHARGE

During the second quarter of 2001, in responskaalbwnturn in the semiconductor capital equipniedistry, we implemented two
reductions in force and recorded a charge of $&DAOr restructuring and severance costs.

MERGER COSTS

Merger costs of $2.3 million for the second quaaie?000 were incurred for the acquisition of Nd#didings, Inc., which was accounted for
as a pooling of interests.

OTHER (EXPENSE) INCOME

Other expense (income) consists primarily of irgenlecome and expense, foreign exchange gainsoasdd and other miscellaneous gain,
loss, income and expense items. Other income waik,&J0 in the second quarter of 2000, and incl@#8 million of interest income offset
by $2.1 million of interest expense, $118,000 aéfgn currency gain and $58,000 of other exper@twr expense was $70,000 in the
second quarter of 2001, and included $1.3 millibmterest income offset by $1.2 million of intetrexpense, $68,000 of foreign currency
loss and $115,000 of other expenses.

(BENEFIT) PROVISION FOR INCOME TAXES

The income tax provision for the second quarte2aff0 was $8.0 million and represented an effet¢tixgate of 38%. The income tax benefit
for the second quarter of 2001 was $6.6 millionax@es in our earnings relative to the earningsiofareign subsidiaries and the writedown
of certain intangible assets affected our constdifi@ffective tax rate. We adjust our provisionifmome taxes periodically based upon the
anticipated tax status of our foreign and domesstidties.

RESULTS OF OPERATIONS FOR THE SIX MONTHS ENDED JUNE 30, 2001 AND 2000
SALES

Sales were $160.7 million for the first six monti2000 and $120.9 million for the first six moniis2001. The decrease was attributable to
decreased sales to semiconductor capital equipmiatat storage and flat panel display customergsSal
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the United States, Canada and Europe were lowée waies to Asia Pacific were higher in the fiigtraonths of 2001 when compared to the
first six months of 2000.

The following tables summarize net sales and p¢ages of net sales by customer type for us fositkenonth periods ended June 30, 2001
and 2000:

SIX MO NTHS ENDED JUNE 30,
2001 2000
( N THOUSANDS)
Semiconductor capital equipment ....... $78,8 03 $112,085
Data storage ..........ccooevvvvvnnes 4,4 83 11,370
Flat panel display ...........ccc...... 10,4 45 13,630
Advanced product applications ......... 19,2 93 16,143
Customer service technical support .... 7,8 61 7,501
$120,8 85 $160,729
SIX MO NTHS ENDED JUNE 30,
2001 2000
Semiconductor capital equipment ....... 65% 70%
Data storage ........cccccvvvvvnnnnnn. 4 7
Flat panel display ...........ccc...... 9 8
Advanced product applications ......... 16 10
Customer service technical support .... 6 5

1 00% 100%

The following tables summarize net sales and péages of net sales by geographic region for uth®six-month periods ended June 30,
2001 and 2000:

SIX MO NTHS ENDED JUNE 30,
2001 2000
(1 N THOUSANDS)
United States and Canada............... $81,3 61 $116,219
EUrope .....cccccveveeeeeiiiiiis 20 23,637
Asia Pacific ..... 43 20,586
Rest of world 61 287
85 $160,729
SIX MO NTHS ENDED JUNE 30,
2001 2000
United States and Canada .............. 67% 72%
EUrope .....cccocvvveeeeiiiiiiis 13 15
Asia Pacific ..... 20 13
Rest of world -- --
1 00% 100%

GROSS MARGIN

Our gross margin was 49.2% in the first six momh2000 and 32.3% in the first six months of 200fe decrease was due to lower
absorption of manufacturing overhead and fixedsastl a $7.1 million writedown related to the idferation and future disposal of excess
and obsolete inventory and additional warranty jsion recorded to reflect our current experienag amicipated incremental repairs and
retrofits. We added new facilities in Fort Collifdlorado in the first quarter of 2001 to increase manufacturing capacity, which increased
our lease and depreciation costs. This adversgiadted absorption of overhead because the increapedity was not fully utilized due to
decreased demand. In addition, the sudden and gnoed decline in demand caused a
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significant increase in inventories deemed to leessive or obsolete. Any further decreases inexl lof sales in the future could have an
additional negative impact on our gross margin.

RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses were $16.6miillibe first six months of 2000 and $23.4 milliarthe first six months of 2001,
representing an increase of 41%. The increasénmmply due to increases in payroll, materials aodplies, purchased services and higher
infrastructure costs for new product developmemd, gartly due to the inclusion of EMCO research dedelopment expenses in the first six
months of 2001. As a percentage of sales, reseatidevelopment expenses increased from 10.3% ifirgh six months of 2000 to 19.4 %
in the first six months of 2001 because of the éigdpending and lower sales levels.

SALES AND MARKETING EXPENSES

Sales and marketing expenses were $11.2 millidhdrfirst six months of 2000 and $12.6 million fretfirst six months of 2001, representing
a 12% increase. The increase is primarily duegdrtblusion of EMCO sales and marketing expens#sdriirst six months of 2001 and
higher payroll, promotion and distribution costse Wicurred these expenses to continue to incraasgates management and product
management capabilities. As a percentage of ssdéss and marketing expenses increased from 7.@8 ifirst six months of 2000 to 10.4%
in the first six months of 2001 because of the eigdpending and lower sales levels.

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses were $11.&omil the first six months of 2000 and $11.9 roifliin the first six months of 2001,
representing a 3% increase. The increase is ptintre to the inclusion of goodwill amortizatiorstdting from the acquisition of EMCO,
partially offset by lower spending for payroll. Apercentage of sales, general and administratpenses increased from 7.1% in the first
months of 2000 to 9.8% in the first six months 602.

MERGER COSTS AND OTHER INFREQUENT EXPENSES (INCOME)

The first six months of 2000 included $2.3 milliohmerger costs incurred for the acquisition of Né#oldings, Inc., which was accounted
for as a pooling of interests. Additionally, thesfisix months of 2001 included $5.4 million of g@dll impairment and $614,000 for a
restructuring charge. Income for the first six nienof 2001 included a $1.5 million settlement fecavery of legal expenses pertaining to a
patent-infringement suit in which we were the piidiin
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OTHER INCOME (EXPENSE)

Other income consists primarily of interest incoanel expense, foreign exchange gains and lossestlagdmiscellaneous gain, loss, income
and expense items. Other income was $851,000 ifirgheaix months of 2000, and included $5.3 milliof interest income offset by $4.1
million of interest expense, $201,000 of foreigmrency loss and $114,000 of other expenses. Otlcerme was $117,000 in the first six
months of 2001, and included $3.1 million of instrmcome offset by $2.5 million of interest expen$51,000 of foreign currency loss and
$426,000 of other expenses.

(BENEFIT) PROVISION FOR INCOME TAXES

The income tax provision for the first six montH26000 was $14.0 million and represented an effedtix rate of 36%. The income tax
benefit for the first six months of 2001 was $3.@ion. Changes in our earnings relative to then@ggs of our foreign subsidiaries and the
writedown of certain intangible assets affectedaansolidated effective tax rate. We adjust ouwision for income taxes periodically based
upon the anticipated tax status of our foreign dmahestic entities.

LIQUIDITY AND CAPITAL RESOURCES

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

Operating activities provided cash of $12.7 milliarthe first six months of 2000, primarily as auk of net income, depreciation and
amortization, partially offset by increases in aguts receivable and inventories. Operating actisiprovided cash of $7.3 million in the first
six months of 2001, primarily as a result of defaton and amortization, a decrease in accountsvable, a provision for inventory and
warranty and a loss on goodwill impairment, paliaffset by net loss, accrued earnings from maiidet securities, decreased accruals for
income taxes, payroll and employee benefits, dseaccounts payable and increased inventories.

Investing activities used cash of $15.7 milliorthie first six months of 2000, and included the pase of marketable securities of $10.0
million, property and equipment for $5.3 millioncaimvestments of $531,000, partially offset by geds from the sale of equipment of
$150,000. Investing activities used cash of $8Maniin the first six months of 2001, and includix acquisition of EMCO for $29.9
million, the purchase of property and equipmentf@# million and investments for $639,000, palftiaffset by the sale of marketable
securities of $32.0 million.
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Financing activities provided cash of $2.7 milliorthe first six months of 2000, and included ofGs&illion from the exercise of employee
stock options and sale of common stock througheayployee stock purchase plan ("ESPP"), offset IBBER0 of net changes in notes
payable and capital lease obligations. Financinigities provided cash of $801,000 in the first sionths of 2001, and included proceeds of
$2.7 million from the exercise of employee stockiams and sale of common stock through our ESFBeblby $1.9 million of net decreases
in notes payable and capital lease obligations.

We plan to limit capital spending to items crud¢@bur operations through the remainder of 200rBe&ation expense is projected to be
approximately $5.4 million through the remainde2601.

As of June 30, 2001, we had working capital of $35Million. Our principal sources of liquidity caated of $32.4 million of cash and cash
equivalents, $129.2 million of marketable secusitiznd a credit facility consisting of a $30.0 mill revolving line of credit. Advances under
the revolving line of credit bear interest at eitthee prime rate (6.75% at July 31, 2001) minu®%®r the LIBOR 360-day rate (3.8200% at
July 31, 2001) plus 175 basis points, at our opthdhadvances under the revolving line of credili Wwe due and payable May 2003. As of
June 30, 2001 there were no advances outstanditigsoline of credit.

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

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

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
INTEREST RATE RISK

Our exposure to market risk for changes in interasis relates primarily to our investment portda@nd long-term debt obligations. We
generally place our investments with high crediliy issuers and by policy are averse to princips$ and seek to protect and preserve our
invested funds by limiting default risk, marketkrsnd reinvestment risk.

As of June 30, 2001, our investments consistedariynof equity securities, commercial paper, mipat bonds and notes and money market
mutual funds which had an original cost of $128iBiom, and earned $1.3 million for the quarterrtended, at
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an average interest rate of approximately 3.8%.iffipact on interest income of a decrease of tecgmeiin the average interest rate would
have resulted in approximately $125,000 less istereome for the quarter ended June 30, 2001.

As of June 30, 2001, all of our debt was at fixetgliest rate. The impact on interest expense @f @ércent increase in the average interest
rate would have been immaterial to our financiaippon and results of operations.

FOREIGN CURRENCY EXCHANGE RATE RISK

We transact business in various foreign countfes.primary foreign currency cash flows are geregtam countries in Asia and Europe. We
have entered into various forward foreign excharmgracts to mitigate against currency fluctuationthe Japanese yen. These currency
swaps offset changes in the exchange rate in thewlgen intercompany transactions we conduct withsabsidiary in Japan are settled.
Changes in the exchange rates of the U.S. dolléraether currencies in which we operate are immetai/e will continue to evaluate varic
methods to minimize the effects of currency flutituras.

Eleven European countries adopted a Single Europeamency (the "euro™) as of January 1, 1999 witfaasition period continuing through

at least January 1, 2002. As of January 1, 19@8¢tleleven of the fifteen member countries of tii@Eean Union (the "participating
countries") established fixed conversion rates betwtheir existing sovereign currencies and the.dtor three years after the introduction of
the euro, the participating countries can perfamarfcial transactions in either the euro or thegioal local currencies. This will result in a
fixed exchange rate among the participating coestrvhereas the euro (and the participating casgitturrencies in tandem) will continue to
float freely against the U.S. dollar and other enaies of non-participating countries. A twelfthr&pean country adopted the euro on January
1, 2001. Although we do not expect the introductibthe euro currency to have a significant impatbur revenues or results of operations,
we are unable to determine what effects, if ang,dlrrency change in Europe will have on competiind competitive pricing in the affect
regions.

OTHER RISK

We have invested in start-up companies and mayatiuture make additional investments in start-oqmganies that develop products which
we believe may provide future benefits. The curstatt-up investments and any future start-up itmeents will be subject to all of the risks
inherent in investing in companies that are nadldisthed.
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PART Il OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

From time to time, we are party to various legalgeedings relating to our business. We are noentlyrparty to any material legal
proceedings, except the civil action describedunguarterly report on Form 10-Q for the quartedeshMarch 31, 2001, filed May 9, 2001.

ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS

Not applicable

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Not applicable

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

We held our 2001 Annual Meeting of Stockholderdaednesday, May 9, 2001, to vote on five propogilexy statements were sent to all
shareholders. The first proposal was for the edeatif the following eight people as directors:

Douglas S. Schatz, G. Brent Backman, Richard PkBeaing T. Doan, Arthur A. Noeth, Elwood Speddérrald M. Starek and Arthur W.
Zafiropoulo. All eight directors were elected witie following votes tabulated:
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TOTAL VOTE FOR TOTAL VOTE WITHHELD

NAME OF DIRECTOR EACH DIRECTOR FROM EACH DIRECTOR
Mr.Schatz 25301546 2 899,639

Mr. Backman 27,150,588 1 ,050,597

Mr. Beck 25,421,670 2 , 779,515

Mr. Doan 27,149,010 1 ,052,175

Mr. Noeth 27,148,645 1 ,052,540

Mr. Spedden 27,148,795 1 ,052,390

Mr. Starek 27,149,712 1 ,051,473

Mr. Zafiropoulo 27,147,710 1 ,053,475

The second proposal was to increase the numbertloddzed shares of our common stock from 40,00Dg}ares to 55,000,000 shares. The
increase was ratified, with the following votesukdted:

FOR AGAINST ABSTAIN

27,690,424 496,793 13,968

The third proposal was to amend our 1995 StockdDd®lan to increase the total number of sharesioEommon stock issuable under the
plan from 5,625,000 shares to 8,125,000 sharesirithease was ratified, with the following votebukated:

FOR AGAINST ABSTAIN NON VOTE

17,490,834 6,077,905 23,957 4,608,489

The fourth proposal was to amend our 1995 Non-Eggadirectors' Stock Option Plan to increase thed ttumber of shares of our common
stock issuable under the plan from 100,000 shar26®,000 shares. The increase was ratified, Wwitfdallowing votes tabulated:

FOR AGAINST ABSTAIN NON VOTE

21,672,939 1,898,617 21,140 4,608,489
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The fifth proposal was for the ratification of tappointment of independent auditors for the ye&120he appointment of the current
auditors, Arthur Andersen LLP, was ratified, wittetfollowing votes tabulated:

FOR AGAINST ABSTAIN

27,810,836 371,365 18,984

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits:

3.1 The Company's Restated Certificate of Incorpamaas amended

3.2 The Company's By-laws(1)

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

(b) No reports on Form 8-K were filed by the Compduaring the quarter ended June 30, 2001.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned, thereunto duly authorized.

ADVANCED ENERGY INDUSTRIES, INC.

/sl Richard P. Beck

Ri chard P. Beck

Seni or Vice President, Chief Financial August 13, 2001
Oficer, Assistant Secretary and

Director (Principal Financial Oficer

and Principal Accounting Oficer)
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INDEX TO EXHIBITS

EXHIBIT
NO. DESCRIPTION
3.1 The Company's Restated Certificate o f Incorporation, as amended
3.2 The Company's By-laws(1)

(1) Incorporated by reference to the Company's fegion Statement on Form S-1 (File No. 33-97188) September 20, 1995, as
amended.
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EXHIBIT 3.1
CERTIFICATE OF AMENDMENT
OF
RESTATED CERTIFICATE OF INCORPORATION
OF
ADVANCED ENERGY INDUSTRIES, INC.

Advanced Energy Industries, Inc., (hereinafteraththe "Corporation™) a Corporation organized axidteng under and by virtue of the
provisions of the General Corporation Law of thet&of Delaware (the "General Corporation Law"eslbereby certify:

1. The name of the Corporation is Advanced Enengystries, Inc.

2. The Restated Certificate of Incorporation of @@ poration is hereby amended by striking outdetiV. A thereof and by substituting in
lieu of said Article V. A the following new Artie IV. A:

"A. This corporation is authorized to issue twosskes of stock to be designated, respectively, "Com&tock" and "Preferred Stock." The
total number of shares which the corporation ikiatized to issue is fifty-six million (56,000,0080ares. Fifty-five million (55,000,000)

shares shall be Common Stock, par value $0.00%hzee, and one million (1,000,000) shares shafre&erred Stock, par value $0.001 per
share."

3. The amendment of the Restated Certificate ajriparation herein certified has been duly adopteacicordance with the provisions of
Section 242 of the General Corporation Law of tteteSof Delaware.

Executed on this 11th day of June, 2001.

/sl Richard P. Beck

Ri chard P. Beck, Senior Vice

Presi dent, Chief Financial Oficer,
and Assistant Secretary



RESTATED CERTIFICATE OF INCORPORATION
OF
ADVANCED ENERGY INDUSTRIES, INC.

Advanced Energy Industries, Inc., a corporatioraniged and existing under and by virtue of the @a&r@orporation Law of the State of
Delaware, DOES HEREBY CERTIFY:

1. The nature of the corporation is Advanced Enéngystries, Inc. The date of filing of its origir@ertificate of Incorporation with the
Secretary of State was Friday, September 1, 1995.

2. This Restated Certificate of Incorporation hasrbduly adopted in accordance with Sections 228.axd 245 of the Delaware General
Corporation Law.

3. This Restated Certificate of Incorporation retand integrates and further amends the Cetéfmncorporation of this corporation by
restating the text of the original Certificate nEorporation in full to read as follows:

l.
The name of this corporation is ADVANCED ENERGY INBTRIES, INC.
Il.

The address, including street, number, city, anthtyg of the registered office of the corporatiarthie State of Delaware is 32 Loockerman
Square, Suite L-100, City of Dover, 19904, Count¥Kent; and the name of the registered agent ottmporation in the State of Delaware at
such address is The Prentice-Hall Corporation 8yshec.

The purpose of this corporation is to engage inlamjul act or activity for which a corporation mhg organized under the Delaware Ger
Corporation Law.

V.

A. This corporation is authorized to issue two stesof stock to be designated, respectively, "Com8tock" and "Preferred Stock." The tc
number of shares which the corporation is authdrteessue is thirt-one million (31,000,000) shares. Thirty milli



(30,000,000) shares shall be Common Stock, eadhdawpar value of one-tenth of one cent ($.00he @illion (1,000,000) shares shall be
Preferred Stock, each having a par value of ontb+tgione cent ($.001). Effective upon filing ofstRestated Certificate of Incorporation,
each one (1) share of the Company's Common Staklshsplit into three (3) shares of Common StéeKlowing such split the par value of
each share of capital stock shall continue to b81$.

B. The Preferred Stock may be issued from timéne in one or more series. The Board of Directsrisareby authorized, by filing a
certificate (a "Preferred Stock Designation™) parstito the Delaware General Corporation Law, tafialter from time to time the
designation, powers, preferences and rights o$liaees of each such series and the qualificatiomisations or restrictions of any wholly
unissued series of Preferred Stock, and to eshafntisn time to time the number of shares constituiny such series or any of them; and to
increase or decrease the number of shares of @rg sebsequent to the issuance of shares ofdhiassbut not below the number of shares
of such series then outstanding. In case the nuoflarares of any series shall be decreased indance with the foregoing sentence, the
shares constituting such decrease shall resurrsahes that they had prior to the adoption of #solution originally fixing the number of
shares of such series.

V.

For the management of the business and for theuotiod the affairs of the corporation, and in fertllefinition, limitation and regulation of
the powers of the corporation, of its directors ahils stockholders or any class thereof, as #s=anay be, it is further provided that:

A. (1) The management of the business and the abmdthe affairs of the corporation shall be vdsteits Board of Directors. The number
of directors which shall constitute the whole Boafdirectors shall be fixed exclusively by onenoore resolutions adopted by the Board of
Directors.

(2) Subject to the rights of the holders of anyeseof Preferred Stock to elect additional direstander specified circumstances, directors
shall be elected at each annual meeting of stodkheffor a term of one year. Each director shallesantil his successor is duly elected and
qualified or until his death, resignation or remlowo decrease in the number of directors constifuthe Board of Directors shall shorten the
term of any incumbent director.

(3) Subject to the rights of the holders of anyeseof Preferred Stock, no director shall be rerdovéhout cause. Subject to any limitations
imposed by law, the Board of Directors or any inmdiixal director may be removed from office at amgetiwith cause by the affirmative vote
the holders of a majority of the voting power dftak then-outstanding shares of voting stock efdarporation, entitled to vote at an election
of directors (the "Voting Stock").

(4) Subject to the rights of the holders of anyeseof Preferred Stock, any vacancies on the BoRirectors resulting from death,
resignation, disqualification, removal



or other causes and any newly created directorsaggting from any increase in the number of doex; shall, unless the Board of Directors
determines by resolution that any such vacanciegwty created directorships shall be filled by sheckholders, except as otherwise
provided by law, be filled only by the affirmativete of a majority of the directors then in offieyen though less than a quorum of the B
of Directors, and not by the stockholders. Any clioe elected in accordance with the preceding seetshall hold office for the remainder of
the full term of the director for which the vacanggs created or occurred and until such direcsaitgessor shall have been elected and
qualified.

B. (1) Subject to paragraph (h) of Section 43 efBylaws, the Bylaws may be altered or amendedaor Bylaws adopted by the affirmative
vote of at least sixty-six and two-thirds perced8-@/3%) of the voting power of all of the thenstanding shares of the Voting Stock. The
Board of Directors shall also have the power tophdamend, or repeal Bylaws.

(2) The directors of the corporation need not leeteld by written ballot unless the Bylaws so previd

(3) Special meetings of the stockholders of thgpamtion may be called, for any purpose or purpdsgsi) the Chairman of the Board of
Directors, (ii) the Chief Executive Officer, orijithe Board of Directors pursuant to a resolutolopted by a majority of the total number of
authorized directors (whether or not there exigt\acancies in previously authorized directorskipthe time any such resolution is prese
to the Board of Directors for adoption), and shallheld at such place, on such date, and at suehats the Board of Directors shall fix.

(4) Advance notice of stockholder nominations far election of directors and of business to bedbby stockholders before any meeting
of the stockholders of the corporation shall beegiin the manner provided in the Bylaws of the ocoafion.

VI.

A. A director of the corporation shall not be perally liable to the corporation or its stockholdéys monetary damages for any breach of
fiduciary duty as a director, except for liabil{iiy for any breach of the director's duty of loyatb the corporation or its stockholders, (ii) for
acts or omissions not in good faith or which inelatentional misconduct or a knowing violationl@iv (iii) under Section 174 of the
Delaware General Corporation Law, or (iv) for argnsaction from which the director derived an inganopersonal benefit. If the Delaware
General Corporation Law is amended after approydhbé stockholders of this Article to authorizemanmate action further eliminating or
limiting the personal liability of directors, théie liability of a director shall be eliminatedlomited to the fullest extent permitted by the
Delaware General Corporation Law, as so amended.

B. Any repeal or modification of this Article VI ah be prospective and shall not affect the righider this Article VI in effect at the time of
the alleged occurrence of any act or omission t@iang rise to liability or indemnification.
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VII.

A. The corporation reserves the right to ameney atthange or repeal any provision contained & @wrtificate of Incorporation in the

manner now or hereafter prescribed by statute,maeprovided in paragraph B of this Article \Ahd all rights conferred upon the
stockholders herein are granted subject to thisrvasion.

B. Notwithstanding any other provisions of this tfexate of Incorporation or any provision of lanhigh might otherwise permit a lesser vote
or no vote, but in addition to any affirmative vatiethe holders of any particular class or serfethe Voting Stock required by law, this
Certificate of Incorporation or any Preferred St@dsignation, the affirmative vote of the holdefadeast sixty-six and two-thirds percent

(66-2/3%) of the voting power of all of the thentstanding shares of the Voting Stock, voting togets a single class, shall be required to
alter, amend or repeal Articles VI or VILI.

IN WITNESS WHEREOF, said Advanced Energy Industries. has caused this Certificate to be signe®byglas S. Schatz, its President,
this 18th day of September, 1995.

ADVANCED ENERGY INDUSTRIES, INC.

By /s/ Douglas S. Schatz

Dougl as S. Schat z.
Presi dent, Chief Executive Oficer,
and Chai rman of the Board
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