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PART | FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS)

JUNE 30,
2000 DECEMBER 31,
(UNAUDITED) 1999
ASSETS
CURRENT ASSETS:
Cash and cash equivalents .........ccccceeeeeeee. e $ 17,790 $ 20,303
Marketable securities - trading .... 201,221 186,440
Accounts receivable, net ............. 53,528 44,759
Income tax receivable ...........cccccoeeeeeen. 149 1,353
INVENIONIES i s 33,910 26,456
Other current assets ........cccoecveeeeeninns 1,610 1,707
Deferred income tax assets, net ................. 3,668 3,668
Total current assets .....ccccvvveevvceeeee s 311,876 284,686
PROPERTY AND EQUIPMENT, N€t .cccovviiiiieices e 18,938 17,295
OTHER ASSETS:
Deposits and other ..........ccocuveeeennennn. 517 535
Goodwill and intangibles, net ................... 9,460 9,783
Demonstration and customer service equipment, net 2,598 2,352
Deferred debt issuance costs, net ............... 4,090 4,410
Total @SSets .ocovvvviieiieeieeeeeeee e, $ 347,479 $ 319,061
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable trade ...........ccccoeeneeen. $ 15,826 $ 15,020
Accrued payroll and employee benefits ........... 8,368 7,448
Other accrued expenses ...........ccccvvveeeenns 2,820 2,759
Customer deposits ..........cceeeeenne 441 804
Accrued income taxes payable 1,843 1,266
Current portion of capital lease obligations and long-term debt .... 2,292 2,535
Accrued interest payable on convertible subordina ted notes ......... 886 886
Total current liabilities ...........ccoee... 32,476 30,718
LONG-TERM LIABILITIES:
Capital lease obligations and notes payable, net of current
POFION woviiiiiie e s 1,143 1,263
Convertible subordinated notes payable .......... L 135,000 135,000
136,143 136,263
Total liabilities ....cccovvvvvvviieicee 168,619 166,981
MINORITY INTEREST ..ooooiiiiiiiiiieiieeeeeeee e 44 128
STOCKHOLDERS' EQUITY ooviiiiiiiiiiiciiieeeeeee v 178,816 151,952
Total liabilities and stockholders' equity .. $ 347,479 $ 319,061

The accompanying notes to consolidated financiéstents are an integral part of these consolidztthce sheets.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

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

THREE MONTHS ENDED JUNE 30,

2000 1999
(UNAUDITED) (UNAUDITED)
SALES .o $ 80,586 $ 43,272
COSTOF SALES ..o 41,247 24,326
Gross profit oo 39,339 18,946
OPERATING EXPENSES:
Research and development ........ccccocoeeeee. L 8,100 6,831
Sales and marketing ................ - 5,049 4,062
General and administrative .........cccceeeeeee. 5,323 3,548
MErger COStS oo 2,333 --
Total operating eXpenses .......cccceceeeeeeeee . 20,805 14,441
INCOME FROM OPERATIONS .....ccocoovviviiiiieiieee e, 18,534 4,505
OTHER INCOME (EXPENSE) ...ccooeovvviiviiiiceees s 734 31
Net income before income taxes and minority inte rest .... 19,268 4,536
PROVISION FOR INCOME TAXES .....ccccoovvvcveieee e, 7,305 1,759
MINORITY INTEREST INNETLOSS ...ccocovvevvieeee (67) -
NET INCOME ...cooiviiiiiiiiiiieiceeeeee $ 12,030 $ 2,777
BASIC EARNINGS PER SHARE ......cccoccovvvvvieeees $ 041 $ 0.10
DILUTED EARNINGS PER SHARE ......ccocoovvvveeees $ 040 $ O0.10
BASIC WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING......... 29,214 27,275
DILUTED WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING.... 30,443 28,504

SIX MONTHS ENDED JUNE 30,

2000 1999
(UNAUDITED) (UNAUDITED)
......... $ 150,837 $ 77,205
......... 77,797 44,583
Gross profit .oocoeevcceveiiiiiiiieeeeeees 73,040 32,622
OPERATING EXPENSES:
Research and development ........ccccocceeeeee. L 15,906 12,696
Sales and marketing ................ - 10,679 7,430
General and administrative ..........ccceeeeeee. 10,547 6,848
MErger COStS ..o, 2,333 --
Total operating eXpenses ........cccoevevvceeeee e 39,465 26,974
INCOME FROM OPERATIONS .....coociiiiiiiiieeeeeee e 33,575 5,648
OTHER INCOME (EXPENSE) ....coovvviiiiiiiiiieeees . 925 (42)
Net income before income taxes and minority inte rest.... 34,500 5,606
PROVISION FOR INCOME TAXES ....cccoocvvvviiiieees e 12,515 2,272
MINORITY INTEREST INNET LOSS ....ccccoevviieeeees. (84) -
NET INCOME ....oooviiiiiiiiiiiee e $ 22,069 $ 3,334
BASIC EARNINGS PER SHARE .......coocovvveviiceeees $ 076 $ 0.12
DILUTED EARNINGS PER SHARE .......ccoccovvveveeeee. $ 073 $ 012
BASIC WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING......... 29,114 27,222
DILUTED WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING.... 30,425 28,433

The accompanying notes to consolidated financiéstents are an integral part of these consolidaedments






ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net inCoOme .......ccovvvvveiiiiieieereenn
Adjustments to reconcile net income to net cash p
activities --
Depreciation and amortization ................
Amortization of deferred debt issuance costs .
Minority interest .........ccccoeevevennnens
Stock issued for services rendered ...........
Provision for deferred income taxes ..........
(Gain) loss on disposal of property and equipm
Earnings from marketable securities, net .....
Writedown of LITMAS investment ...............
Changes in operating assets and liabilities --
Accounts receivable-trade, net .............
Related parties and other receivables ......
INVENLONIesS .....coevviiiiiieiiiieieees
Other current assets ...
Deposits and other ........ccccceeeerennn.
Demonstration and customer service equipment
Accounts payable, trade ....................
Accrued payroll and employee benefits ......
Customer deposits and other accrued expenses
Income taxes payable/receivable, net .......

Net cash provided by (used in) operating

CASH FLOWS FROM INVESTING ACTIVITIES:
Marketable securities transactions ..............
Proceeds from sale of equipment .................
Purchase of property and equipment, net .........

Net cash used in investing activities ...

CASH FLOWS FROM FINANCING ACTIVITIES:
Net change from notes payable and capital lease o
Proceeds from common stock transactions .........

Net cash provided by financing activities

EFFECT OF CURRENCY TRANSLATION ON CASH

DECREASE IN CASH AND CASH EQUIVALENTS ........
CASH AND CASH EQUIVALENTS, beginning of period ....

CASH AND CASH EQUIVALENTS, end of period ..........

(IN THOUSANDS)

SIX MONTHS ENDED JUNE 3

2000 1999

(UNAUDITED)  (UNAUDIT

$ 22,069 $ 33

rovided by operating

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid for interest ..........ccccvvvveeennn.

Cash paid for income taxes, net .................
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4,565 3,6
320
(84)
2,430
- 5
(90)
(4,781) (2
- 2
(8.287) (15,3
(482) 1
(7,454) 21
98 8
(514)
(614) (1

(363) 1,6
3,032 1,8
2,669 3,4

(666) (8
(2,513) (9
20,303 12,3

$ 3780 $ 2

$ 12,066 $ 3

The accompanying notes to consolidated financééstents are an integral part of these consolidatddments.



ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(1) BASIS OF PRESENTATION AND MANAGEMENT OPINION

In the opinion of management, the accompanying dited consolidated balance sheets and statemeonfseadtions and cash flows contain
all adjustments, consisting only of normal recugrittms, necessary to present fairly the finardgition of Advanced Energy Industries,
Inc., a Delaware corporation, and its wholly owisetisidiaries (the "Company") at June 30, 2000 amckhber 31, 1999, and the results of
the Company's operations for the three- and sixtmpariods ended June 30, 2000 and 1999, and lagh for the six month periods ended
June 30, 2000.

The unaudited financial statements presented hbesia been prepared in accordance with the inginscto Form 10-Q and do not include
all the information and note disclosures requirgdyenerally 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, 1999.

(2) ACQUISITIONS

NOAH HOLDINGS, INC.- On April 6, 2000, Noah Holdings, Inc. ("Noah")pevately held, California-based manufacturerafdsstate
temperature control systems used to control praeesperatures during semiconductor manufacturirag merged with a wholly owned
subsidiary of the Company. The Company issued apaiely 687,000 shares of its common stock tofdhemer shareholders of Noah,
including approximately 33,000 shares issued fibmancial advisory fee for Noah, which was accodrfee as merger costs of the acquisit
Each share of Noah common stock was exchanged@v® of one share of the Company's common stackddlition, outstanding Noah
stock options were converted into options to pusehapproximately 29,000 shares of the Company'srmmstock.

The merger constituted a tax-free reorganizatiahleas been accounted for as a pooling of intetester Accounting Principles Board
Opinion No. 16. Accordingly, all prior period cotisiated financial statements presented have bestateg to include the combined balance
sheet, statements of operations and cash flowoahMs though it had always been part of the Coynpdrere were no transactions between
the Company and Noah prior to the combination,iemdaterial adjustments were recorded to conformhi\®accounting policies. Certain
reclassifications were made to conform the Noahrfomal statements to the Company's presentatidresrdsults of operations for the sepa
companies and combined amounts presented in trsoldated financial statements follow:
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SIX MONTHS ENDED JUNE 30,

2000 1999
(IN THOUSANDS)
Sales:
Pre-merger
Advanced ENergy .....cccccccceevveevcceneees e $ 67,171 $ 74,243
NOAN ..o e 3,080 2,962
POSt-MErger ..ccoocviiiiiieeeeeeeeeeeeeeee s 80,586
Consolidated .....ccccoovveviveiiiceees e, $ 150,837 $ 77,205
Net income:
Pre-merger
Advanced ENergy .....cccccccceevveevcceneecs e $ 9,996 $ 3,304
NOAN (o s 43 30
POSt-MErger ..o s 14,363 -
Merger COStS ...ocovveeiiiiiieeiiieeeeeeeee e (2,333)
Consolidated .....ccccoovvevcveiiieeees e, $ 22,069 $ 3,334

LITMAS -- During 1998 the Company acquired a 29%newship interest in LITMAS, a privately held, Notarolina-based start-up
company that designs and manufactures plasma gésnadnt systems and high-density plasma sourcespditchase price consisted of $1
million in cash. On October 1, 1999, the Compamu@ed an additional 27.5% interest in LITMAS for additional $560,000. The purchase
price consisted of $385,000 in the Company's comshock and $175,000 in cash. The acquisition waswted for using the purchase
method of accounting and resulted in $523,000 atkxt to intangible assets as goodwill. The residltsperations of LITMAS have been
consolidated in the accompanying consolidated firmdrstatements from the date the controlling ieséof 56.5% was acquired.

AEV -- On October 8, 1998, RF Power Products, Isince renamed Advanced Energy Voorhees, Inc. ("AEYNew Jersey-based designer
and manufacturer of radio frequency power systenagching networks and peripheral products primddtyoriginal equipment providers in
the semiconductor capital equipment, commercialiegaflat panel display and analytical instrumeiota markets, was merged with a whc
owned subsidiary of the Company. The Company isap@doximately 4 million shares of its common stézkhe former shareholders of
AEV. In addition, outstanding AEV stock options weronverted into options to purchase approximédtéB,000 shares of the Company's
common stock. The merger constituted a tax-freegaozation and has been accounted for as a poolimgerests under Accounting
Principles Board Opinion No. 16. Accordingly, atlgr period consolidated financial statements pness were restated to include the
combined balance sheet, statements of operatiahsaamh flows of AEV as though it had always beemn gisthe Company.

FST -- On September 3, 1998, the Company acquirestantially all of the assets of Fourth State fetbgy, Inc. ("FST"), a privately held,
Texasbased designer and manufacturer of process congelsto monitor and analyze data in the RF proddsspurchase price consistet
$2.5 million in cash, assumption of a $113,000iligh and an earn-out provision, which is basedpoofits over a twelve-quarter period
beginning October 1, 1998. During the fourth quanfel 999 and the first six months of 2000, the @any accrued $240,000 and $36,000,
respectively, to intangible assets as a resuti@&arn-out provision being met during those pesridghproximately $2.6 million of the initial
purchase price was allocated to intangible as$btsresults of operations of FST are included withie accompanying consolidated finan
statements from the date of acquisition.



(3) MARKETABLE SECURITIES - TRADING
MARKETABLE SECURITIES - TRADING consisted of thelfowing:

JUNE 30,

2000 DECEMBER 31,

(UNAUDITED) 1999
(IN THOUSANDS)

$ 151,263 $ 118,894
39,989 67,453

Commercial paper .........cccccvvvveeeeeeenenenn.
Municipal bonds and notes

Money market mutual funds 9,969 93
Total marketable securities .............cocceee.e. L $-20-1221-$186440
(4) ACCOUNTS RECEIVABLE - TRADE
ACCOUNTS RECEIVABLE - TRADE consisted of the follivg:
JUNE 30,

2000 DECEMBER 31,

(UNAUDITED) 1999
(IN THOUSANDS)

$ 25250 $ 20,126
26,559 23,391
(582) (577)

DOMESHIC vovvvvevieeeeeeeeeeecceeee
FOreign ....occvveeeiieeeeeee e
Allowance for doubtful accounts ...................

Trade accounts receivable ...............cceeeee.

Related parties 139 32
Other ....covoii e 2,162 1,787
Total accounts receivable .........cccoccvveeeees $ 53,528 $ 44,759
(5) INVENTORIES
INVENTORIES consisted of the following:
JUNE 30,

2000 DECEMBER 31,

(UNAUDITED) 1999
(IN THOUSANDS)

Parts and raw materials $ 22375 $ 17,512

Work in process ............ 4,532 2,526
Finished goods .........ccccoeviiieiiiiiieeenns 7,003 6,418
Total INVENLONeS ...oeevviiiiiiiiiiiceeeeeeeee s $-3:-3910 ---;—--éé,456
(6) STOCKHOLDERS' EQUITY
STOCKHOLDERS' EQUITY consisted of the following:
JUNE 30,

2000 DECEMBER 31,
(UNAUDITED) 1999

Common stock, $0.001 par value, 40,000 shares autho
29,237 and 28,881 shares issued and outstanding
June 30, 2000 and December 31, 1999, respective

Additional paid-in capital .............ccccee.....

Retained earnings .........ccocccveeeniiieeenns

Accumulated other comprehensive loss ..............

$ 29 $ 29
112,155 106,694
68,188 46,119
(1,556) (890)

Total stockholders' equity .......ccoceevvveeeeeee. e, $ 178,816 $ 151,952
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(7) ACCOUNTING STANDARDS

COMPREHENSIVE INCOME -- In June 1997 the Finandiatounting Standards Board ("FASB") issued SFAS IN&f), "Reporting
Comprehensive Income," which establishes ruleshi®reporting of comprehensive income and its camepts. Comprehensive income for
the Company consists of net income and foreigreasr translation adjustments as presented below a@ibption of SFAS No. 130 in fiscal
1998 had no impact on total stockholders' equitiprBear financial statements have been reclassify conform to the SFAS No. 130
requirements.

SIX MONTHS ENDED SIX MONTHS ENDED
JUNE 30, 2000 JUNE 30, 1 999
(UNAUDITED) (UNAUDITE D)
(IN THOUSANDS)
Netincome, as reported .........ccccevvvveeeeees i, $ 22,069 $ 33 34
Adjustment to arrive at comprehensive net income:
Cumulative translation adjustment ................ L (666) 8 60)
Comprehensive NetiNCOME ......ccccceevvvevceeeees e, $ 21,403 $ 24 74

SEGMENT REPORTING -- In June 1997 the FASB issueEAS No. 131, "Disclosure about Segments of an Bnise and Related
Information,” which requires a public business gmiige to report financial and descriptive inforinatabout its reportable operating
segments. Operating segments are components otenpese about which separate financial infornratioavailable that is evaluated
regularly by the chief operating decision-makedétiding how to allocate resources and in assegg&rfgrmance. SFAS No. 131 was
effective for the Company beginning fiscal 1998.ndgement operates and manages its business oy sgppbwer conversion and control
systems as one operating segment, as their prodawetssimilar economic characteristics and produgbrocesses.

DERIVATIVE HEDGING ACTIVITIES -- In June 1998 theASB issued SFAS No. 133, "Accounting for Derivatlmstruments and
Hedging Activities," which establishes accountimgl aeporting standards for derivative instrumemnis for hedging activity. SFAS No. 133,
as amended by SFAS No. 137 in June 1999, is efeefiir the Company for all periods in fiscal ye@02. SFAS No. 133 requires all
derivatives to be recorded on the balance shegtteer an asset or liability and measured at flagivalue. Changes in the derivative's fair
value will be recognized currently in earnings gslepecific hedging accounting criteria are meASKNo. 133 also establishes uniform
hedge accounting criteria for all derivatives. TBmmpany has not yet evaluated the impact thatdbpteon of SFAS No. 133 will have on 1
financial statements.

REVENUE RECOGNITION -- In December 1999 the stdffree Securities and Exchange Commission issuestdtf Accounting Bulletin
("SAB") No. 101, "Revenue Recognition." SAB No. Ifixbvides guidance on the measurement and timimgvahue recognition in financial
statements of public companies. Changes in acewuptlicies to apply the guidance of SAB No. 101strhe adopted by recording the
cumulative effect of the change in the fiscal geiaending December 31, 2000. Management does fiev&¢hat the adoption of SAB No.
101 will have a material effect on the Companyiaificial position or results of operations.

(8) CONVERTIBLE SUBORDINATED NOTES PAYABLE

In November 1999 the Company issued $135 millionarfvertible subordinated notes payable at 5.239s@& notes mature November 15,
2006, with interest payable on May 15th and Novanis¢h each year beginning May 15, 2000. Net prdsd¢e the Company were
approximately $130.5 million, after deducting $8lion of offering costs, which have been capitatl and are being amortized over a pe
of 7 years. Holders of the notes may convert thesat any time into shares of the Company's constauk, at $49.53 per share. The
Company may convert the notes on or after NoverhBeP002 at a redemption price of 103.00% timegtirecipal amount, and may convert
at successively lesser amounts thereafter untieNder 15, 2006, at which time the Company may ad@ate redemption price equal
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to the principal amount. At June 30, 2000, $0.9iamlof interest expense was accrued as a curgdility, and there had been no conversion
of notes into the Company's common stock.

(9) SUBSEQUENT EVENTS

On July 6, 2000, the Company entered into a defsndigreement to acquire Engineering Measuremenitsp@ny ("EMCO") in an exchange
of stock. The shareholders and option holders oCEMwill receive approximately 900,000 shares of aalsed Energy common stock in the
transaction, which is subject to approval by EMCsXgkholders and certain other conditions. The @amy believes the acquisition will be
accounted for as a pooling of interests, and wgi#rate EMCO as a wholly owned subsidiary. EMCOpadmont, Colorado-based company,
manufactures electronic and electromechanical giggtinstruments for measuring and controllingftber of liquids, steam and gases.

On July 24, 2000, the Company entered into a defenagreement to acquire Sekidenko, Inc. ("Sekid&nin an exchange of stock. The
Company believes the acquisition will be accourfitedis a pooling of interests, and will operatei8ekko as a wholly owned subsidiary.
Sekidenko, a Vancouver, Washington-based comparaysupplier of optical fiber thermometers to thegonductor capital equipment
industry.
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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

The following discussion contains, in addition tstorical information, forward-looking statementsthin the meaning of Section 27A of the
Securities Act of 1933, as amended, and Sectiona21lie Securities Exchange Act of 1934, as amen@edexample, statements relating to
our beliefs, expectations and plans are forwaodking statements, as are statements that cextéions, conditions or circumstances will oc
or continue. Forward-looking statements involv&siand uncertainties. As a result, our actual tesnay differ materially from the results
discussed in the forward-looking statements. Fadtmat could cause or contribute to such differerreprove any forward-looking
statements, by hindsight, to be overly optimistitmachievable, include, but are not limited to fibléowing:

o the significant fluctuations in our quarterly ogting results;

o the volatility of the semiconductor and semicaestidu capital equipment industries;
o timing and success of integration of recent astémtial future acquisitions; and

o supply constraints and technological changes.

For a discussion of these and other factors thgtimpact our realization of our forward-looking &aments, see our Annual Report on Form
10-K for the year ended December 31, 1999, PaEautionary Statements - Risk Factors."

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED JUNE 30, 2000 AND 1999
SALES

We sell power conversion and control systems aashph gas abatement systems primarily to the sethictor capital equipment, data
storage and emerging markets in the United Staiehe flat panel display and data storage maikelapan, and to data storage and eme
markets in Europe. We also sell spare parts aralrregprvices worldwide through our customer seraied technical support organization.

Sales were $43.3 million in the second quarterd®3land $80.6 million in the second quarter of 208presenting an increase of 86%. The
second quarter of 2000 achieved a record quatréf of sales for us and was the sixth consecufiaater of sales growth. Our sales in the
second quarter of 2000 continued to reflect thevery in the
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semiconductor capital equipment industry from tieese downturn of 1998. The recovery, which washaitable to capacity expansion and
increased investment in advanced technology bgengconductor industry, resulted in increased dehfienour systems from manufacturers
of semiconductor capital equipment, including @argest customer. Our experience has shown thatabes to semiconductor capital
equipment customers is dependent on the volagifithat industry, as a result of sudden changesgimiconductor supply and demand, and
rapid technological advances in both semiconduiterices and wafer fabrication processes.

Our sales in the second quarter of 2000 when caoedptarthe second quarter of 1999 were also highesuse of increased sales to the data
storage, flat panel display and emerging marketles3o the flat panel display industry were sigatifitly higher due to increased demand by
that industry in Japan. Sales to the data storadyestry were significantly higher due to increasalds to that industry's entertainment
customer group and to its computer customer grédigalso achieved significantly higher sales of aongr service and technical support.
These increases to all our industries also resuitbégher sales to all our major geographic regjoncluding the United States, Asia Pacific
and Europe.

The following tables summarize net sales and péages of net sales by customer type for us fothteemonth periods ended June 30, 2
and 1999:

THREE MONTHS ENDED JUNE 30,

2000 1999
(IN THOUSANDS)
Semiconductor capital equipment .................. $ 56,413 $ 27,345
Data storage ........cccccvvvvvveeieneeneennnnnnn 7,089 4,437
Flat panel display 6,138 2,342
Emerging markets 7,302 6,704
Customer service technical support ............... 3,644 2,444

$ 80,586 $ 43,272

THREE MONTHS ENDED JUNE 30,

2000 1999
Semiconductor capital equipment .................. 70% 63%
Data storage ........cccocvvvveveeieeieneennnnnnn 9 10
Flat panel display .... 8 5
Emerging markets 9 16
Customer service technical support ............... 4 6
100% 100%

The following tables summarize net sales and péagess of net sales by geographic region for uth®ithree-month periods ended June 30,
2000 and 1999:

THREE MONTHS ENDED JUNE 30,

2000 1999
(IN THOUSANDS)
United States and Canada ..............c.......... $ 57,425 $ 32,249
EUrope ......ccccccveeiiiiiniie 12,420 6,311

Asia Pacific ...... 10,655 4,668
Rest of world 86 44

$ 80,586 $ 43,272
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THREE MONTHS ENDED JUNE 30,

2000 1999
United States and Canada ..................... 71% 74%
EUrope ....oovvvveveeeeieiieiieeees 16 15
Asia Pacific ...........ccooeeviviiiiiiennnn 13 11
Rest of world ..........ccoooiviviiiinen. - --
100% 100%

GROSS MARGIN

Our gross margin was 43.8% in the second quart&®@® and 48.8% in the second quarter of 2000.iMpeovement was due to more
favorable absorption of manufacturing overhead ftbenhigher sales base, lower material costs, @mdrlcosts of customer service and
technical support. We intend to add new facilitre&ort Collins, Colorado in the fourth quarter2ff00, which could adversely impact
absorption of overhead.

RESEARCH AND DEVELOPMENT EXPENSES

We invest in research and development to investigatv technologies, develop new products, and imgpeaisting product designs. Our
research and development expenses were $6.8 miillihve second quarter of 1999 and $8.1 milliothm second quarter of 2000,
representing an increase of 19%. The increasénmmply due to increases in payroll, depreciatiangd higher infrastructure costs for new
product development. As a percentage of salesarasand development expenses decreased from 15 8% second quarter of 1999 to
10.1% in the second quarter of 2000 because dfigter sales base.

We believe continued research and developmenttimesg for development of new systems is criticabtio ability to serve new and existing
markets. Since our inception, the majority of asaarch and development costs have been intefoathed and all have been expensed as
incurred.

SALES AND MARKETING EXPENSES

Our sales and marketing expenses support domestimeernational sales and marketing activitiesoltinclude personnel, trade shows,
advertising, and other marketing activities. Saled marketing expenses were $4.1 million in theséaquarter of 1999 and $5.0 million in
the second quarter of 2000, representing a 24%aser. The increase is primarily due to higher gaynomotion, distribution and
depreciation costs incurred as we continue to asgeur sales management and product managemaebiliegs. As a percentage of sales,
sales and marketing expenses decreased from 9.4% second quarter of 1999 to 6.3% in the secomadter of 2000 because of the higher
sales base.
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GENERAL AND ADMINISTRATIVE EXPENSES

Our general and administrative expenses suppomvotdwide financial, administrative, informatiogséems and human resources functions.
General and administrative expenses were $3.5omiifi the second quarter of 1999 and $5.3 milliothe second quarter of 2000,
representing a 50% increase. The increase is plyntire to higher spending for payroll and purchibservices. As a percentage of sales,
general and administrative expenses decreaseddrah in the second quarter of 1999 to 6.6% in dwosd quarter of 2000 because of the
higher sales base.

We continue to implement our management systenwvaodt including the replacement of existing systémmur domestic and foreign
locations. We expect that charges related to tigiahd implementation of the new software will domé through 2000.

ONE-TIME CHARGES

On April 6, 2000, Advanced Energy acquired Noahditas, Inc. ("Noah") in a merger that was accourfite@s a pooling of interests. This
merger involved the exchange of approximately 687 ghares of Advanced Energy common stock for tivagely held common stock of
Noah. In addition, outstanding Noah stock optioeserconverted into options to purchase approxim&@J000 shares of our common stc
As part of the business combination, we took atime-charge of $2.3 million in the second quarte2@00 for merger costs, which cannot
capitalized and are generally nondeductible fooime tax purposes. We expect to incur additionatatjpey expenses during 2000 related to
consolidating and integrating operations of thisibess combination.

OTHER INCOME (EXPENSE)

Other income consists primarily of interest incoanel expense, foreign exchange gains and other lfaiseeus items. Other income was
$31,000 in the second quarter of 1999. Other incaae $734,000 in the second quarter of 2000, pifyndwe to net interest income from
marketable securities we hold and foreign curregaiys.

PROVISION FOR INCOME TAXES

The income tax provision for the second quartek3%9 was $1.8 million and represented an effet¢tixeate of 39%. The income tax
provision for the second quarter of 2000 was $7lBam and represented an effective tax rate of 38% have implemented several strategic
tax reduction initiatives to reduce our overaleetive rate, and we adjust our income taxes pearatigibased upon the anticipated tax stat

all foreign and domestic entities.
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RESULTS OF OPERATIONS FOR THE SIX MONTHS ENDED JUNE 30, 2000 AND 1999
SALES

Sales were $77.2 million for the first six monttist899 and $150.8 million for the first six monibis2000. The increase was attributable to
increased sales to all the industries to which &lle and also included increases to all of our gaplic regions.

The following tables summarize net sales and péagess of net sales by customer type for us fostknonth periods ended June 30, 2000
and 1999:

SIX MONTHS ENDED JUNE 30,

2000 1999
(IN THOUSANDS)
Semiconductor capital equipment .................. $ 102,193 $ 46,816
Data Storage .........ccccvvvrerieeeeieeeeennnnnn 14,137 9,040
Flat panel display ... 10,863 3,559
Emerging markets .............cccociiiiiinennns 16,143 13,745
Customer service technical support ............... 7,501 4,045

$ 150,837 $ 77,205

SIX MONTHS ENDED JUNE 30,

2000 1999
Semiconductor capital equipment .................. 68% 61%
Data Storage .........cccovvvvererieeieeeennnnnnn 9 12
Flat panel display 7 4
Emerging markets 11 18
Customer service technical support ............... 5 5
100% 100%

The following tables summarize net sales and péagess of net sales by geographic region for uth®isix-month periods ended June 30,
2000 and 1999:

SIX MONTHS ENDED JUNE 30,

2000 1999
(IN THOUSANDS)
United States and Canada ..............c......... $ 106,434 $ 56,193
BEUrOPE ..oovveieiiieeiie e 23,637 12,193
Asia Pacific 20,479 8,457
Rest of world .......coooovoiiiiiiiiieeeeee, 287 362

$ 150,837 $ 77,205

SIX MONTHS ENDED JUNE 30,

2000 1999
United States and Canada ......................... 71% 73%
EUrope .....ccccccvveeeeeeiiiiiis 16 16
Asia Pacific ..... 13 11
Rest of world -- --
100% 100%

GROSS MARGIN

Our gross margin was 42.3% in the first six momth$999 and 48.4% in the first six months of 200Be improvement was due to more
favorable absorption of
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manufacturing overhead from the higher sales lmasfrom lower costs of customer service and techsupport.
RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses were $12.7miillibe first six months of 1999 and $15.9 milliarthe first six months of 2000,
representing an increase of 25%. The increasenmgly due to increases in payroll, materials aogplies, depreciation and higher
infrastructure costs for new product developmemtafoercentage of sales, research and developnparises decreased from 16.4% in the
first six months of 1999 to 10.5% in the first sponths of 2000 because of the higher sales base.

SALES AND MARKETING EXPENSES

Sales and marketing expenses were $7.4 millioharfitst six months of 1999 and $10.7 million i tlirst six months of 2000, representin
44% increase. The increase is primarily due todrigtayroll, promotion and distribution costs. Ageacentage of sales, sales and marketing
expenses decreased from 9.6% in the first six nsooftt1 999 to 7.1% in the first six months of 20@eduse of the higher sales base.

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses were $6.8omilfi the first six months of 1999 and $10.5 millio the first six months of 2000,
representing a 54% increase. The increase is plyntire to higher spending for payroll and purchibservices. As a percentage of sales,
general and administrative expenses decreaseddi@¥h in the first six months of 1999 to 7.0% in tist six months of 2000 because of the
higher sales base.

OTHER INCOME (EXPENSE)

Other income was $925,000 in the first six month2a®0, primarily due to net interest income frorarketable securities we hold, partially
offset by foreign currency losses.

PROVISION FOR INCOME TAXES

The income tax provision for the first six montisl®99 was $2.3 million and represented an effedi@x rate of 41%. The income tax
provision for the first six months of 2000 was $Laillion and represented an effective tax rat8@%. We have implemented several
strategic tax reduction initiatives to reduce ouerall effective rate, and we adjust our incomestageriodically based upon the anticipatet
status of all foreign and domestic entities.
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LIQUIDITY AND CAPITAL RESOURCES

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

Operating activities used cash of $2.3 millionhe first six months of 1999, primarily as a resilincreases in accounts receivable and
inventories, partially offset by net income, dejpméion and amortization, increases in accounts lplayand increased accruals for payroll,
employee benefits and income taxes. Operatingitiesiyprovided cash of $10.3 million in the first snonths of 2000, primarily as a result of
net income, depreciation and amortization, paytiaffset by increases in accounts receivable anenitories. We expect future receivable and
inventory balances to fluctuate with net sales.pi®ide just-in-time deliveries to certain of owstomers and may be required to maintain
higher levels of inventory to satisfy our customdedivery requirements. Any increase in our ineeptevels will require the use of cash to
purchase the inventory.

Investing activities used cash of $1.2 millionle ffirst six months of 1999, and included the pasghof property and equipment for $3.1
million offset by a decrease of marketable seasitif $1.9 million. Investing activities used ca$l$14.9 million in the first six months of
2000, and included the purchase of marketable gesuof $10.0 million and the purchase of propentyl equipment for $5.0 million,
partially offset by proceeds from the sale of equept of $150,000.

Financing activities provided cash of $3.4 milliorthe first six months of 1999, and consisted jariilg of $1.8 million from the exercise of
employee stock options and sale of common sto@utfit our employee stock purchase plan ("ESPP"$ar& million of net changes in
notes payable and capital lease obligations. Fingractivities provided cash of $2.7 million in tfiest six months of 2000, and included $
million from the exercise of employee stock optiams! sale of common stock through our ESPP, paffdet by $363,000 of net changes in
notes payable and capital lease obligations.

We plan to spend approximately $11 million throdigé remainder of 2000 for the acquisition of equépin leasehold improvements and
furnishings, with depreciation expense projecteded4.1 million.

As of June 30, 2000, we had working capital of $2fillion. Our principal sources of liquidity casted of $17.8 million of cash and cash
equivalents, $201.2 million of marketable secusit@end a credit facility consisting of a $30.0 roill revolving line of credit, with options to
convert up to $10.0 million to a three-year termrloAdvances

17



under the revolving line of credit bear interesgithher the prime rate (9.5% at July 31, 2000) rsihi25% or the LIBOR 360-day rate (7.08%
at July 31, 2000) plus 150 basis points, at ouioaptll advances under the revolving line of cteglill be due and payable in December
2000. As of June 30, 2000 there was an advanceaadiag of $1.9 million on our line of credit byodapanese subsidiary, Advanced Energy
Japan K.K. We also have a line of credit of $1.8iom of which $94,000 was outstanding at JuneZ@MO0.

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 portdaind long-term debt obligations. We
generally place our investments with high credaliy 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, 2000, nuestments consisted of commercial paper
and municipal bonds and money market mutual funds.

Our interest expense is sensitive to changes igeheral level of U.S. interest rates with respecur bank facilities of which $2.0 million
was outstanding as of June 30, 2000. Our other, dedttiding our convertible subordinated notedixed rate in nature and mitigates the
impact of fluctuations in interest rates. The failue of our debt approximates the carrying amatidune 30, 2000. We believe the potential
effects of near-term changes in interest ratesusrebt is not material.

FOREIGN CURRENCY EXCHANGE RATE RISK

We transact business in various foreign countfes.primary foreign currency cash flows are geregtan countries in Asia and Europe. We
have entered into various forward foreign exchatwgracts as a hedge against currency fluctuatiotte Japanese yen. We will continue to
evaluate various methods to minimize the effectsuofency fluctuations.
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Eleven European countries have adopted a Singlepgan Currency (the "euro") as of January 1, 1989 avtransition period continuing
through January 1, 2002. As of January 1, 199%¢tledeven of the fifteen member countries of thefean 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 ennies of non-participating countries. Althoughdeenot expect the introduction of the euro
currency to have a significant impact on our rev=nor results of operations, we are unable to aéerwhat effects, if any, the currency
change in Europe will have on competition and cditipe pricing in the affected 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 cureerd any future start-up investments will be subje@ll of the risks inherent in investing
in companies that are not established.
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PART Il OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
We are not aware of any legal proceedings tha¢xgpected to have a material effect on our busirsssgts or property.
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 2000 Annual Meeting of Stockholderddednesday, May 10, 2000, to vote on two propo$atsxy 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 PkBdallis L. Caswell, Ph.D., Arthur A. Noeth, Elwd&pedden, Gerald Starek and
Arthur Zafiropoulo. All eight directors were eledtwith the following votes tabulated:

TOTAL VOTE FOR TOTAL VOTE WITHHELD
NAME OF DIRECTOR EACH DIRECTOR FROM EACH DIRECTOR
CWrschatz 75 152,913
Mr. Backman 24,217,511 152,913
Mr. Beck 24,217,511 152,913
Dr. Caswell 24,217,285 153,139
Mr. Noeth 24,342,710 27,714
Mr. Spedden 24,342,829 27,595
Mr. Starek 24,342,929 27,495
Mr. Zafiropoulo 24,342,912 27,512
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The second proposal was for the ratification ofahpointment of independent auditors for the y€@02 The appointment of the current
auditors, Arthur Andersen LLP, was ratified, wittetfollowing votes tabulated:

FOR AGAINST AB STAIN

24,363,003 4,802 2, 619

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits:

3.1 The Company's Restated Certificate of Inconpamaas amended(1)
3.2 The Company's By-laws(2)

4.1 Form of Specimen Certificate for the Compa@dsnmon Stock(2)

4.2 Indenture dated November 1, 1999 between Statet Bank and Trust Company of California, Nas trustee, and the Company
(including form of 5 1/4% Convertible Subordinafédte due 2006)(3)

4.3 The Company hereby agrees to furnish to the, 8a@n request, a copy of the instruments whicindehe rights of holders of long-term
debt of the Company. None of such instrumentsmmtuded as exhibits herein represents long-termidedxcess of 10% of the consolidated
total assets of the Company.

10.1 Comprehensive Supplier Agreement, dated May 983, between Applied Materials Inc. and the Cany4)+

10.2 Purchase Order and Sales Agreement, dated& @, 1999, between Lam Research Corporatiotten@ompany(3)
10.3 Purchase Agreement, dated November 1, 198&ebp Eaton Corporation and the Company(5)+

10.4 Loan and Security Agreement, dated Augusi 287, among Silicon Valley Bank, Bank of Hawaii ahd Company(6)

10.5 Loan Agreement dated December 8, 1997, byaarahg Silicon Valley Bank, as Servicing Agent ariBaak, and Bank of Hawaii, as a
Bank, and the Company, as borrower(7)

10.6 Lease, dated June 12, 1984, amended Jun892,, Hetween Prospect Park East Partnership ar@ampany for property in Fort
Collins, Colorado(2)
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10.7 Lease, dated March 14, 1994, as amended, &et@learp Point Properties, L.L.C., and the Compangroperty in Fort Collins,
Colorado(2)

10.8 Lease, dated May 19, 1995, between Sharp Poaperties, L.L.C. and the Company for a buildimgort Collins, Colorado(2)

10.9 Lease agreement, dated March 18, 1996, anddimants dated June 21, 1996 and August 30, 1988ebe RF Power Products, Inc.,
and Laurel Oak Road, L.L.C. for property in Voorbelew Jersey(8)

10.10 Form of Indemnification Agreement(2)
10.11 Employment Agreement, dated June 1, 199&deet RF Power Products, Inc., and Joseph Stach(9)
10.12 1995 Stock Option Plan, as amended and ed¢®t
10.13 1995 Non-Employee Directors' Stock Option Ptg9)*
10.14 License Agreement, dated May 13, 1992 betwg#eRower Products and Plasma-Therm, Inc.(10)

10.15 Lease Agreement dated March 18, 1996 anddmmeatts dated June 21, 1996 and August 30, 1996batRF Power Products, Inc.
and Laurel Oak Road, L.L.C. for office, manufaatgrand warehouse space at 1007 Laurel Oak Roadh¥es, New Jersey(8)

10.16 Direct Loan Agreement dated December 20, b@d&een RF Power Products, Inc. and the New J&segomic Development
Authority(8)

10.17 Lease, dated April 15, 1998, between Crods IRaestors, Ltd., and the Company for propertAirstin, Texas(4)
10.18 Lease, dated April 15, 1998, between Came&echnology Investors, Ltd., and the Company fopprty in Austin, Texas(4)

10.19 Agreement and Plan of Reorganization, datadl B, 2000, between the Registrant, Noah Holditgs. and AE Cal Merger Sub, Inc.
(11)

10.20 Escrow and Indemnity Agreement, dated April(0, between the Registrant, the former stodédrslof Noah Holdings, Inc. and
Commercial Escrow Services, Inc.(11)

10.21 Agreement and Plan of Reorganization, datgd21, 2000, by and among the Company, MercurygddeCorporation, a wholly owned
subsidiary of the Company, Sekidenko, Inc., andRay R. Dils

10.22 Agreement and Plan of Reorganization, daitgda] 2000, by and among the Company, Flow ActjoisiCorporation, a wholly owned
subsidiary of the Company, and Engineering MeasargsnCompany

27.1 Financial Data Schedule for the six-monthqakended June 30, 2000

27.2 Financial Data Schedules as restated foréhegnded December 31, 1998, the three-month penided March 31, 1999, the six-month
period ended June 30, 1999, the nine-month peridde September 30, 1999 and the year ended Dec&hbE999

27.3 Financial Data Schedule as restated for tteetmonth period ended March 31, 2000
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(1) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece3® 1999 (File No. 0-26966), filed
July 28, 1999.

(2) Incorporated by reference to the Company's fegion Statement on Form S-1 (File No. 33-9718) September 20, 1995, as
amended.

(3) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 999 (File No. 0-26966), filed
March 20, 2000.

(4) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece3M 1998 (File No. 0-26966), filed
August 7, 1998.

(5) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 995 (File No. 0-26966), filed
March 28, 1996, as amended.

(6) Incorporated by reference to the Company's Redion Statement on Form S-3 (File No. 333-3408@d August 21, 1997, as amended.

(7) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decertied 997 (File No. 0-26966), filed
March 24, 1998.

(8) Incorporated by reference to RF Power Prodéataual Report on Form 10-K for the fiscal year edNovember 30, 1996 (File No. O-
20229), filed February 25, 1997.

(9) Incorporated by reference to the Company's AahReport on Form 10-K for the year ended Decertied 998 (File No. 0-26966), filed
March 24, 1999.

(10) Incorporated by reference to RF Power Prod&esgistration Statement on Form 10 (File N@2D229), filed May 19, 1992 as amenc
(11) Incorporated by reference to the Company'sd@gjon Statement on Form S-3 (File No. 333-373fied May 19, 2000.

* Compensation Plan

+ Confidential treatment has been granted for postiof this agreement.

(b) No reports on Form 8-K were filed by the Compduaring the quarter ended June 30, 2000.
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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 4, 2000
O ficer, Assistant Secretary and

Director (Principal Financial Oficer

and Principal Accounting Oficer)
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EXHIBIT
NO. DESCRIPTION
10.17 Lease, dated April 15, 1998, between Cross
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(1) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece M 1999 (File No. 0-26966), filed
July 28, 1999.

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

(3) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decertied 999 (File No. 0-26966), filed
March 20, 2000.

(4) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece3® 1998 (File No. 0-26966), filed
August 7, 1998.

(5) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 995 (File No. 0-26966), filed
March 28, 1996, as amended.

(6) Incorporated by reference to the Company's fedion Statement on Form S-3 (File No. 333-3408@d August 21, 1997, as amended.

(7) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 997 (File No. 0-26966), filed
March 24, 1998.

(8) Incorporated by reference to RF Power Prodéataual Report on Form 10-K for the fiscal year edNovember 30, 1996 (File No. O-
20229), filed February 25, 1997.

(9) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decertied 998 (File No. 0-26966), filed
March 24, 1999.

(10) Incorporated by reference to RF Power Prodi&ggistration Statement on Form 10 (File N@2B229), filed May 19, 1992 as amenc
(11) Incorporated by reference to the Company'sg@gion Statement on Form S-3 (File No. 333-37%3f&d May 19, 2000.
* Compensation Plan

+ Confidential treatment has been granted for postiof this agreemer



EXHIBIT 10.21
MERGER AGREEMENT
AMONG

SEKIDENKO, INC.
("SEKIDENKO")

DR. RAY R. DILS
(AS THE "PRINCIPAL SHAREHOLDER")

ADVANCED ENERGY INDUSTRIES, INC.
(AS THE "PARENT CORPORATION")

AND

MERCURY MERGER CORPORATION
(AS THE "MERGER SUB")

DATED JULY 21, 2000
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MERGER AGREEMENT
THIS MERGER AGREEMENT (the "AGREEMENT") is datedrfieeference purposes as of July 21, 2000 and abdyamong the following:
PARTIES

Sekidenko, Inc., a corporation duly ("SEKIDENKQO")
incorporated under the laws of the

State of Washington having its

principal office located at:

2501 S.E. Columbia Way, Suite 230

Vancouver, Washington 98661

Dr. Ray R. Dils, (the "PRINCIPAL SHAREHOLDER")
an individual residing at:

1416 N.E. 145th Avenue

Vancouver, Washington 98684

Advanced Energy Industries, Inc., a corporation (the "PARENT CORPORATION")
duly incorporated under the laws of the

State of Delaware and having its

principal office located at:

1625 Sharp Point Drive

Fort Collins, CO 80525

Mercury Merger Corporation, a corporation (the "MERGER SUB")
duly incorporated under the laws of the

State of Washington and having its

principal office located at:

1625 Sharp Point Drive

Fort Collins, CO 80525

RECITALS

A. The Boards of Directors of Sekidenko and Pa@uriporation each have determined that a businesbioation involving Sekidenko and
Parent Corporation would enable each of those camapdo better achieve their long-term strategit famancial objectives and, accordingly,
would be in the best interest of their respectha&sholders and each desires to effect the Meaget€fined herein) on the terms and subject
to the conditions set forth herein.

B. The Principal Shareholder is the record and figaEholder of a majority of the outstanding cabistock of Sekidenko and desires to c:
Sekidenko to enter into this Agreement and to comsate the transactions contemplated hereby.

C. The Parent Corporation has caused the formafiterger Sub for the sole purpose of effectinghterger.
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D. The parties intend that the Merger qualify fedéral income tax purposes as a reorganizationnattile meaning of Section 368 of the
Internal Revenue Code of 1986, as amended (the 'EEDD

E. The parties intend that the Merger be accouimteds a pooling of interests for financial accangtpurposes in accordance with
Accounting Principles Board Opinion Number 16, ithterpretive releases issued pursuant theretotengronouncements of the Securities
and Exchange Commission relating thereto (collettiv'APB NO. 16").

AGREEMENT

NOW THEREFORE, for and in consideration of the pisss and the mutual covenants and agreements wedthérein, and, subject to 1
terms and conditions set forth herein, intendingedegally bound hereby, the parties hereto agsdellows:

1. THE MERGER.

1.1 Articles and Plan of Merger. On the terms anglext to the conditions of this Agreement, on@esing Date (as defined in Section 3.1,
below), Sekidenko and the Merger Sub will executiickes of Merger, including a Plan of Merger, hetform attached hereto as Exhibit 1.1
(the "ARTICLES OF MERGER"), and file such Article§ Merger with the Secretary of State of the Stdté/ashington. Pursuant to these
Articles of Merger, the Merger Sub will be mergeihvand into Sekidenko (the "MERGER").

1.2 Effective Time. The Merger will become effeetias of the date on which Sekidenko and the Me3gerfile the Articles of Merger with
the Secretary of State of the State of Washingtom"EFFECTIVE Time").

1.3 Effect of the Merger. The Merger shall haveeffects set forth in
Section 23B.11.060 of the Washington Business Gatjom Act. Pursuant to the Merger, the separaitgtence of the Merger Sub will cease
and Sekidenko shall, for all purposes, be consitigre surviving corporation (the "SURVIVING CORPORI®N").

1.3.1 The Articles of Incorporation, as amendedsefidenko in effect at and as of the Effective &wvill be the Articles of Incorporation of
the Surviving Corporation.

1.3.2 The Bylaws of the Merger Sub in effect at asaf the Effective Time shall be the Bylaws @& Burviving Corporation.

1.3.3 The officers and directors of the Merger Saghof the Effective Time, will be the officers agidectors of the Surviving Corporation, ¢
all other persons who hold or who may claim to heotgt position as an officer or director of Sekideskall, as of the Effective Time, be
deemed to have been removed from such position.

1.3.4 The Surviving Corporation may, at any timerafhe Effective Time, take any action, includegcuting and delivering any document,
in the name of and on behalf of either SekidenktherMerger Sub in order to carry out and effe@uhé transactions contemplated by this
Agreement.



1.4 Anticipated Tax Treatment of the Merger. Theipa intend that the Merger qualify for federaddme tax purposes as a reorganization
within the meaning of Section 368 of the Code. Heosveno party makes any representation hereinya#rer party or to the shareholders of
any other party as to the actual tax treatmertt@Merger, except as specifically set forth in B&st4.20, 5.6 and 5.7 of this Agreement.

1.5 Anticipated Accounting Treatment of the Mergire parties intend that the Merger be accounteds@ pooling of interests for financial
accounting purposes in accordance with APB NoHbvever, no party makes any representation heoedmy other party as to the actual
accounting treatment of the Merger, except as fipalty set forth in Sections 4.20, 5.6 and 5.7 Agreement.

2. CONVERSION AND EXCHANGE OF SHARES.

2.1 Conversion of Capital Stock of Sekidenko. Scitee@.1 sets forth the record holders of all ofigsued and outstanding shares of
Sekidenko capital stock as of the date of this Agrent (the "SEKIDENKO SHAREHOLDERS", which term BHereinafter also include
any person who becomes a record holder of Sekideagital stock after the date of this Agreememmptd the Closing) and the number of
shares of Sekidenko capital stock held by eacharht For purposes of this Agreement, the "EXCHAN@HECE" shall mean the average
over a 10 trading day period which ends with tlfth tirading day prior to the Closing Date (as heaéer defined) of the last sale price for
shares of the Parent Corporation's common stopkilalicly reported on the Nasdaq National Market.

2.1.1 At the Effective Time, each share of Sekideodmmon stock that is then issued and outstarstiafj automatically be converted into
the right to receive shares of the common stock@Parent Corporation ("MERGER SHARES"), as deiteeoh by this Section 2.1. The
number of Merger Shares to be exchanged for eauie st Sekidenko common stock (the "EXCHANGE RAT)GHall be determined by
dividing (i) $98,050,000 by (ii) the product of tExchange Price and 500,000, provided, howevet tileanumber of Merger Shares shall not
be less than 1,500,000 nor more than 2,000,0@08e lhumber of Merger Shares, calculated as sét iiothe second sentence of this Section
2.1.1,is less than 1,500,000, then the Exchangie Riaall be adjusted upwards so that the numb&tasfyer Shares equals 1,500,000. If the
number of Merger Shares, calculated as set forthdrsecond sentence of this Section 2.1.1, ex&886,000, then the Exchange Ratio shall
be adjusted downwards so that the number of Me3gares equals 2,000,000. The outstanding shaf&skedenko common stock shall be
exchanged for Merger Shares in accordance with@e2t2.

2.1.2 No fractional shares shall be issued to akideénko Shareholder. In lieu of the issuance gffearctional shares, a Sekidenko
Shareholder shall be entitled to receive a casmpay equal to the fractional share which such holmild otherwise be entitled to receive
multiplied by the Exchange Price. No interest Wwal paid or accrued on the cash payable pursuaist&ection 2.1.2.

2.1.3 At the Effective Time, as a result of theeefiveness of the Merger and without any furthéioacon the part of Sekidenko or the
Sekidenko Shareholders, all outstanding sharegkiti8nko common stock shall cease to be outstandivail be cancelled and shall cease to
exist and each Sekidenko Shareholder shall thereedase to have any rights with respect to suatrestexcept for the right to receive Mer
Shares and cash in lieu of fractional shares ioraence with this Section 2.1.

2.2 Procedures for Exchange of Certificates forddeiShares. At Closing, the Parent Corporation sladiver to the Sekidenko Shareholde

(i) one or more certificates in the name of eacthefSekidenko Shareholders for the number of Me8pares to be issued to such Sekidenko
Shareholder pursuant to

Section 2.1.1 of this Agreement, except for thoszddr Shares which are to be deposited with
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the Escrow Agent pursuant to Section 2.3 and é$hdn lieu of fractional shares to be paid toSe&idenko Shareholders pursuant to Section
2.1.2 of this Agreement. At Closing, Sekidenko kbalise each of the Sekidenko Shareholders toatdtivthe Parent Corporation the stock
certificate or certificates representing the shafeSekidenko common stock held by such Sekideriareholder.

2.3 Merger Shares to be Escrowed. A stock certdicapresenting 10% of the Merger Shares to which &ekidenko Shareholder would
otherwise be entitled to receive in exchange ferdniits Sekidenko common stock shall, in lieu @hly delivered to such Sekidenko
Shareholder at Closing, be delivered by the PaCenporation to an escrow agent reasonably acceptatthe Principal Shareholder and the
Parent Corporation (the "ESCROW AGENT") to be Hajdhe Escrow Agent (or its successor as escrowtpgad dispersed in accordance
with the terms of an escrow agreement among Eséigamt, the Sekidenko Shareholders and the Parapio@aion in the form of Exhibit
2.3 hereto ("ESCROW AGREEMENT").

2.4 Merger Sub's Capital Stock. At the Effectiven&j each share of capital stock of the Merger Sustanding immediately prior to the
Effective Time shall be converted into and exchahige one validly issued, fully paid and non-asabss share of common stock of the
Surviving Corporation.

3. CLOSING.

3.1 Date, Time and Place of Closing. The closintheftransactions contemplated by Section 1 h€tbef'CLOSING") will take place at the
offices of Foster Pepper & Shefelman, LLP, in Rovtl, Oregon, at 10:00 a.m. local time, on AugusR080, or at such other date, time and
place as Sekidenko and the Parent Corporation nudyathy agree in writing ("CLOSING DATE").

3.2 Documents to be Delivered at Closing by SelkideAt Closing, Sekidenko will execute and deliaed/or cause to be executed and
delivered to the Parent Corporation the followingtiuments and other documents:

3.2.1 the Articles of Merger duly executed by Sekikb;
3.2.2 the Escrow Agreement duly executed by thedgs@gent and each Sekidenko Shareholder;

3.2.3 a copy of an Employment Agreement by and eetwthe Principal Shareholder and Sekidenko iffiaime attached hereto as Exhibit
3.2.3 duly executed by the Principal ShareholdertanSekidenko;

3.2.4 the closing certificate required by Sectidh duly executed by Sekidenko;
3.2.5 the opinion of legal counsel to Sekidenkainesgl by Section 7.8 of this Agreement;
3.2.6 the stock certificates representing all ef thtstanding shares of Sekidenko common stock;

3.2.7 arepresentation letter signed by each oS#lédenko Shareholders, including any person vdumimes a Sekidenko Shareholder after
the date of this agreement and prior to the CloBiatg, certifying that such person (a) is an "aditee investor" within the meaning of
Regulation D under the Securities Act of 1933 (tBecurities Act"), (b) is acquiring the Merger Stsfor himself, herself or itself and not
any other person, (¢) understands that the Merger



Shares are being issued without registration utideSecurities Act and, therefore, cannot be resotitherwise transferred without
registration of such shares or availability of amraption from registration, and (d) acknowledges tine or more legends relating to the
resale restrictions may be placed on the certdkatpresenting the Merger Shares; and

3.2.8 written agreements from each of the Sekid&tareholders not to transfer or dispose of artfi@Merger Shares issued to them (a)
until such time as financial results have beeniphbtl by the Parent Corporation that include &itl88 days of combined operations
following the Effective Date and (b) in the caseeath Sekidenko Shareholder who may be deemeddn tefiliate” of Sekidenko within
the meaning of Rule 145 under the Securities Aatept in accordance with such Section 145.

3.3 Documents to be Delivered at Closing by themRaCorporation. At Closing, the Parent Corporatiglhexecute and deliver and/or cause
to be executed and delivered to Sekidenko theviddig instruments and other documents:

3.3.1 the Articles of Merger duly executed by therlyer Sub;
3.3.2 the Escrow Agreement duly executed by therRa@orporation and the Escrow Agent;
3.3.3 the closing certificate required by Sectidh @uly executed by the Parent Corporation.

3.3.4 the opinion of legal counsel to the Parenh@any required by
Section 8.6 of this Agreement;

3.3.5 the stock certificates representing the MeS&mres and the cash payments in lieu of anyidraaitshares as provided by Section 2.1.
4. REPRESENTATIONS AND WARRANTIES OF SEKIDENKO ANDHE PRINCIPAL SHAREHOLDER.

Sekidenko and the Principal Shareholder do hefebitly and severally, make the following represdiuns and warranties to the Parent
Corporation and the Merger Sub as of the dateisfAreement and as of the Closing Date:

4.1 Corporate Existence and Powers of Sekidenkatan@rincipal Shareholder.

4.1.1 Sekidenko is a corporation duly organizedidisaexisting and in good standing under the lafthe State of Washington. Sekidenko is
not required to be qualified to do business ageida corporation in any state or other jurisdictiwhere the failure to be so qualified and in
good standing would have a material adverse effiethe business, financial condition or resultsédrations of Sekidenko. Sekidenko ha
requisite corporate power and authority to exealgéyer and perform this Agreement and to consutartiee transactions contemplated
herein.

4.1.2 The Principal Shareholder has the power apddaity to execute, deliver and perform this Agreetrand to consummate the transact
contemplated herein.



4.1.3 Neither Sekidenko nor the Principal Sharetroifcis (a) filed or had filed against it a petitiodankruptcy or a petition to take advan

of any insolvency act, (b) admitted in writing iitbility to pay its debts generally, (c) made asignment for the benefit of creditors, (d)
consented to the appointment of a receiver folfitsehimself or any substantial portion of itstis properties, or (e€) generally committed any
act of insolvency or bankruptcy.

4.2 Authorizations, Enforceability and Effect of riegment.

4.2.1 The Board of Directors of Sekidenko and tbkidnko Shareholders have duly and validly auttearithe execution, delivery and
performance of this Agreement by Sekidenko. Allpmoate actions necessary for Sekidenko to entettlié Agreement and to perform its
obligations hereunder have been duly taken.

4.2.2 Assuming that this Agreement is a valid aimdling obligation of the Parent Corporation and Merger Sub, this Agreement constitu
a valid and binding obligation of each of Sekidemkal the Principal Shareholder, fully enforcealgaiast each of them in accordance with
its terms, subject to applicable bankruptcy, inenbky, moratorium or similar laws relating to credit rights or general principles of equity
and public policy considerations.

4.2.3 The execution, delivery and performance isf fgreement by Sekidenko and by the Principal &malder and the consummation of the
transactions contemplated hereby will not, withwithout the giving of notice or the lapse of tinoe both: (a) violate the articles of
incorporation, bylaws or any resolutions adoptedHhgyboard of directors or shareholders of Sekide(® violate any provision of law,
statute, rule or regulation to which Sekidenkohar Principal Shareholder is subject; (c) violatg jmclgment, order, writ or decree of any
court, arbitrator or governmental agency applicabl8ekidenko, the Principal Shareholder or theeshaf Sekidenko common stock held by
the Principal Shareholder; or (d) result in thedlsfeof or a conflict with any term, covenant, caiodi or provision of, result in the
modification or termination of, constitute a detawhder, or result in the creation or impositioraofy new lien, security interest, charge or
encumbrance upon any of the assets or other prepeftSekidenko or the shares of Sekidenko comstmek held by the Principal
Shareholder pursuant to any contract, agreemeanswument to which Sekidenko or the Principal $hatder is a party or by which any of
the assets or other properties of Sekidenko, timeipal Shareholder or the shares of Sekidenko comstock held by the Principal
Shareholder are or may be bound or affected or fiich Sekidenko derives any material benefit.

4.2.4 No consent, authorization or approval ogxemption by, or filing with any governmental, poldr self-regulatory body or authority is
required in connection with the execution, delivand performance by Sekidenko and the Principatebiudder of this Agreement or any of
the instruments or agreements herein referred tilyeataking of any action herein contemplatedgegxéor (a) the filing of a Premerger
Noatification Form to comply with the H«Scott-Rodino Antitrust Improvements Act of 197Bgt'HSR ACT") and termination or expiration
of the waiting period relating thereto, (b) notieasl filings required in order to comply with thechrities Act and any state securities or "
sky" laws, (c) the filing of Articles of Merger witthe Secretary of State of the State of Washingtod (d) the filing of a Notice of Sale of
Securities on Form D with the Securities and ExgeaBommission. Except as set forth on Scheduld 4f#e execution, delivery or
performance of this Agreement by Sekidenko or thiecibal Shareholder does not require the notifazabr consent of any other party to any
of the Material Contracts as such term is heregmaféfined.



4.2.5 There is no action, suit, proceeding, artitra investigation or hearing or notice of hearpanding or threatened against Sekidenko or
the Principal Shareholder that (a) questions thieitsaof this Agreement or the right of Sekident&iothe Principal Shareholder to enter into
this Agreement or to consummate the transactiotecgmated hereby, or (b) has resulted in or, ifidkdt adversely, might result in, an
injunction or the entry of an order that would metor delay the consummation of the transactionsetnplated by this Agreement.

4.3 Capital Stock of Sekidenko. The authorizedtehptock of Sekidenko consists of 1,000,000 shafe®smmon stock (without par value),
of which 500,000 shares are issued and outstandimno shares of preferred stock. Sekidenko doelsave outstanding any stock
subscriptions, preemptive rights, options, warramntsther rights entitling any party to acquiraedily or indirectly, (a) capital stock or other
securities of Sekidenko or (b) rights to acquirpitza stock or other securities of Sekidenko. Altlee outstanding shares of Sekidenko
common stock have been duly authorized and vaisdiyed and are fully paid, non-assessable anafreeemptive rights.

4.4 Subsidiaries. Sekidenko does not own, diremtiyndirectly, any ownership or management inteiresiny other corporation, company,
limited liability company, business trust, partrieps limited partnership, joint venture, or othetity or association, including without
limitation the Parent Corporation.

4.5 Permits and Compliance with Applicable Lawsi&enko has all requisite corporate power and aitth@nd all permits, licenses and
approvals of governmental and administrative adutilesy to own, lease and operate its propertiestamarry on its business as presently
conducted. Each of such permits, licenses and aplsres in full force and effect, and Sekidenk@isnaterial compliance with each of them.
Neither Sekidenko nor the Principal Shareholderrbasived any notice of any violation by Sekideokany laws, rules, regulations or ord
applicable to Sekidenko's business or of any defiawr violations of any of its permits or liceisse

4.6 Litigation, Orders and Judgments. Except a$ostt in Schedule 4.6, there are no claims, astisnits or proceedings pending before any
federal, state, municipal, foreign or other courany governmental, administrative or sedfiulatory body or agency, or any private arbitna
tribunal or, to the knowledge of Sekidenko or thimépal Shareholder, threatened against, involdngtherwise directly relating to
Sekidenko, its business or its properties or tleegeshof Sekidenko common stock held by the Prih@pareholder. Neither Sekidenko nor
any officer, director, agent or employee of Sekide(including but not limited to the Principal Skholder) has been permanently or
temporarily enjoined or barred by order, judgmemdecree of any court or other tribunal or any agesr self-regulatory body from engaging
in or continuing any conduct or practice in coni@tivith the business engaged in by Sekidenko. & tgenot in existence at present any
order, judgment or decree of any court or othéutral or any agency or self-regulatory body to Wwisekidenko or its assets, other properties
or business or the shares of Sekidenko common skeldkby the Principal Shareholder are subjectyowbich it or they are bound.

4.7 Financial Statements. Sekidenko's fiscal yads ®n December 31st of each year. Sekidenko loaglpd to the Parent Corporation, true
and correct copies of the unaudited balance slé&skidenko as of December 31, 1998 and 1999 aaddited statements of operations for
the fiscal years then ended (the "SEKIDENKO FINAKRCISTATEMENTS"). Subject to normal adjustments whimuld be anticipated if
such statements had been audited, which adjustmakésn as a whole, would not be material in amoumffect and except as set forth on
Schedule 4.7, the Sekidenko Financial Statemeintg fesent in all material respects the finangiasition and results of operations for
Sekidenko for the periods set forth therein andewepared in accordance with United States gdpexadepted accounting principles
applied on a basis consistent with that of priargeThe Sekidenko Financial Statements do not

7



reflect any items of special or nonrecurring incasn@any other income not earned in the ordinarys®wof Sekidenko's business except as
expressly specified therein. The accounts recedvedilected on the Sekidenko Financial Statemerdsadl accounts receivable arising since
December 31, 1999 through the date of this Agre¢m@se from bona fide transactions in the ordiranyrse of Sekidenko's business and
either will have been collected in full on or befdhe Closing Date or will, as of the Closing Ddte fully collectible at their face amounts
(less any applicable reserves reflected in thedgelkio Financial Statements) within ninety (90) dafger the Closing Date. The notes
receivable reflected on the Sekidenko Financiale®tants and all notes receivable arising since mbee 31, 1999 through the date of this
Agreement arose from bona fide advances made hig&®o to its employees, are evidenced by promyssotes that bear interest at a
reasonable rate and have been or will be repdiglim accordance with their terms. Except to éx¢ent reflected or reserved against or
otherwise disclosed in the Sekidenko Financialestants, Sekidenko did not, as of the dates of @henbe sheets contained therein, have any
liabilities, debts or obligations of any natureuigqd under generally accepted accounting prinsifiabe shown or provided for in financial
statements. Since December 31, 1999, Sekidenkodtascurred any liabilities, debts or obligatiasther than those incurred in the ordinary
course of business consistent with past practic@scarred in connection with the transactions eomplated by this Agreement. Since
December 31, 1999, Sekidenko has properly recardiégsl books of account all items of income andemge and all other proper charges and
accruals required to be made in accordance witkrgdp accepted accounting principles and pracfiece December 31, 1999, no accounts
receivable, notes receivable or other debts ogatitins owed to Sekidenko have been forgiven,eskttt compromised except for full
consideration or except in the ordinary courseusfifiess.

4.8 Tax Matters. Sekidenko has prepared and fii¢ld all applicable federal, state and local govegntal agencies and all applicable foreign
governmental agencies, all income, gross recdiatischise, customs, value added, employee incoreithholding, social security, Federal
Insurance Contribution Act, unemployment, propessles, use, excise and other tax returns reqtdrbd filed by Sekidenko for all periods
for which the due date of such return (including eartension periods which Sekidenko is entitledhike use of) was prior to the date of this
Agreement. Schedule 4.8 provides a list of all esien periods which Sekidenko has made use of,lwdstension periods are due to
terminate following the date of this Agreement. ilekko has paid all taxes payable or which havetnecdue and has accrued and properly
reflected as accrued liabilities such taxes notdyetand payable but relating to the operationts dfusiness in the periods reflected in the
Sekidenko Financial Statements. Sekidenko hasxsatuged or filed with the Internal Revenue Serdcany other domestic or foreign taxi
authority any agreement extending the period feessment or collection of any taxes and is notty paany pending action or proceeding
by any governmental authority for assessment dectidn of taxes, and no claim for assessment beat®on of taxes has been asserted or
threatened against Sekidenko for which provisiosiiat been made in the Sekidenko Financial Statesm&omplete and correct copies of
federal income tax returns of Sekidenko for the fisoal years ended December 31, 1998 and 1998edsvith the Internal Revenue
Service, together with all related correspondemckrmtices, have previously been delivered to tref Corporation. Sekidenko is not a
member of any affiliated group within the meanirgsection 1504 of the Internal Revenue Code of 188Gmended.

4.9 Offices and Equipment. The offices and cagitplipment of Sekidenko are in good condition ampaire(except for ordinary wear and t
which does not adversely affect their use) andsait@ble for the uses for which they are intended.

4.10 Insurance. Sekidenko maintains fire, casuptyguct liability, workers compensation and otimsurance policies issued by reputable
companies with policy limits, deductibles and esabms which are customarily carried by other congmmwhose size and business is similar
to that of Sekidenko.



4.11 Material Contracts. As used in this Agreeni®ATERIAL CONTRACT" shall mean any agreement, caatror understanding which
involves a commitment by Sekidenko in excess of 325.00 during the remaining term of such agreementract or understanding
(excluding any renewal periods which are at the s@dcretion of Sekidenko unless Sekidenko hasdjrexercised such renewal option or
will need to decide whether or not to exercise saciewal option within 180 days of the date of thigeement) or any other agreement,
contract or understanding that is material to thedcict of Sekidenko's business. Schedule 4.1¥a#isa complete list of all Material
Contracts, and correct and complete copies of ateMal Contracts have been delivered to the P&entpany prior to the date hereof. Each
of the Material Contracts is valid, binding, inlftdrce and effect and enforceable in accordandk itg terms. With respect to each of the
Material Contracts, there has not occurred any righgefault by Sekidenko or any event which, vilike lapse of time or the election of any
person other than Sekidenko, or any combinatioretifewill become a default of Sekidenko. To thewitedge of Sekidenko or the Principal
Shareholder, there has not occurred any defaudnlgyof the other parties to any of the Material €acts or any event which, with the lapse
of time or the election of any person, will becoadefault by any other party under any of the Gt

4.12 Intellectual Property. Schedule 4.12 setdfartorrect and complete list of all patents, regésl trademarks, registered copyrights an
pending applications for any of the foregoing okiienko. Schedule 4.12 also sets forth all licengést development agreements or other
contracts or agreements to which Sekidenko is ty either as licensor or as licensee). The iteetgasth on Schedule 4.12, together with all
trade secrets, know-how, inventions, discoveriesighs, formulae, computer software and documemtatnd other proprietary information
used or useful in Sekidenko's business, whethenpttle or not, used by Sekidenko in its businessvoed by Sekidenko and relating to its
business and blueprints, drawings and other teahpapers relating to such are herein referred tha"SEKIDENKO INTELLECTUAL
PROPERTY." Except as disclosed in Schedule 4.3%5¢kidenko owns or has the right to use all ofSkkidenko Intellectual Property to the
extent necessary for the conduct by Sekidenkasdiusiness as presently conducted;

(b) the validity of such items and the title theret Sekidenko have not been questioned in amgatitbn to which Sekidenko is a party, nor is
any such litigation threatened; and (c) to the Keowe of Sekidenko and the Principal Shareholtiercbnduct of Sekidenko's business as
now conducted does not and will not in any manwoaflet with patents, patent rights, licenses, &nadrks, trademark rights, trade names,
trade name rights, copyrights or trade secretsighbthers, nor has Sekidenko received any noticeher communication claiming any such
conflict. Each employee or independent contract@ekidenko that has provided technical serviceSekidenko has executed an Employee
Intellectual Property and Non-Compete Agreemeinhéform provided by Sekidenko to the Parent Cation. Sekidenko has used its best
efforts to enforce the provisions of those agredmand is not aware of any person who is or has breeiolation of the terms of such
agreements.

4.13 Compliance with Employment Laws and Labor Rats. Sekidenko is in compliance in all materedpects with all applicable laws,
rules and regulations respecting employment canditand practices and is not liable for any mdtari@arages of wages or any material
taxes or penalties for failure to comply with arfyttee foregoing. Sekidenko has not engaged in afigiulabor practice, nor has it
discriminated on the basis of race, religion, agsex, or other protected category in its employineenditions or practices. Except as set
in Schedule 4.13, there are no: (a) unfair labactce or race, religion, age, sex or other disicrétion complaints pending or threatened
against Sekidenko before any board, departmentiission or agency nor does any basis exist ther@dpexisting or threatened labor
strikes, disputes, grievances, controversies ardéior troubles affecting Sekidenko; or (c) peqgdir threatened union representation
guestions regarding the employees of Sekidenkad&eko is not presently and has not at any timbiwithe past five years been party to
union or collective bargaining agreement and havaeen affected by any labor strike, dispute, gmee, controversy or other labor trouble
involving its employees.



4.14 Hazardous Substances. For purposes of thimBdcl4 "HAZARDOUS SUBSTANCES" will mean any toxicorrosive, inflammable
ignitable substance; any flammable explosives, sieberadioactive materials, hazardous wasteylpatn products including crude oil or ¢
petroleum by-product or derivative, biological wesstor related injurious materials, whether injusidoy themselves or in combination with
other materials; and any other substances definédaaardous materials” or "toxic substances" ufetbaral, state or local laws applicable to
Sekidenko but shall not include commercially ava@eaoffice cleaning or janitorial supplies. For pases of this Section 4.14,
"ENVIRONMENTAL REQUIREMENTS" shall mean all lawsggulations, ordinances or other administrativeicjatior other governmental
actions, orders, requests, determinations or pnoceraents which have the effect of law which retatéhe protection of the environment or
human health, the generation, processing, distabutise, treatment, storage, transportation, @gdr disposal of Hazardous Substance:
or water quality or emission standards that ardiegdge to Sekidenko.

4.14.1 Except as set forth in Schedule 4.14, tktimevliedge of Sekidenko after due inquiry and itigagion:

(a) There has not been any violation of any Envitental Requirements by Sekidenko nor has there &methird party claim or demand
based upon any Environmental Requirements aga@kstdénko;

(b) Sekidenko has not disposed of, stored or usgdHazardous Substance on, nor has it transpontgtHazardous Substance from, any of
the real properties owned, occupied or leased kid8eko in violation of any Environmental Requirantss

(c) No underground storage tanks, asbestos-contamaterial in any friable or damaged form or ctindior materials containing
polychlorinated biphenyls, landfills or surface ioymds exist at any of the real properties ownedypied or leased by Sekidenko; and

(d) None of the real properties owned, occupieltased by Sekidenko is contaminated by any Hazar8obstance in a manner that has
given or is reasonably likely to give rise to angtarial liability on the part of Sekidenko.

4.14.2 Neither Sekidenko nor the Principal Shamrois aware, after due inquiry and investigatfrany event or circumstance that coulc
reasonably expected to result in any of the mastetr$orth in Section 4.14.1.

4.14.3 Except as set forth in Schedule 4.14, neflekidenko nor the Principal Shareholder is awd@ny violations by any other person of
any Environmental Requirements on or related toddrikie real properties owned, occupied or leage8dkidenko, irrespective of whether
such violations occurred during Sekidenko's owripraftcupancy or lease of such property.

4.15 Employee Benefit Plans. Schedule 4.15 is gecband complete list of every stock option, stpakchase, stock appreciation right,
bonus, deferred compensation, incentive compemsatiofit sharing, pension, thrift, savings, ratient, severance or termination pay, excess
benefits, medical, hospitalization, disability de linsurance or other plan providing similar bétsefor other employee benefit plan, program,
agreement, arrangement, commitment or practiceekid®nko providing employee or executive benefitsenefits to any person, including,
but not limited to, plans administered by tradebaigions, area-wide plans, plans resulting froftective bargaining and plans covering
foreign employees ("BENEFIT PLANS"). None of thergéit Plans is a "multi-employer pension plan”fzastterm is
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defined in Section 3(37) of the Employee Retirenirobme Security Act of 1974, as amended, ("ERISERcept as set forth in Schedule
4.15:

4.15.1 each of the Benefit Plans has been opeaai@ddministered in all material respects in aca@oed with applicable laws, including, but
not limited to, ERISA and the Code;

4.15.2 all contributions required to be made ahefdate of this Agreement have been made or atieeguavision has been made for their
payment;

4.15.3 the consummation of the transactions conteetgbby this Agreement will not (i) entitle anyreent or former employee or officer of
Sekidenko to severance pay, unemployment compensatiany other payment or (ii) accelerate the tifnpayment or vesting, or increase
the amount of compensation due any such employe#icer; and

4.15.4 there are no pending claims by or on beadfadhy of the Benefit Plans, by any employee ordfieiary covered under any such Benefit
Plan, or otherwise involving any such Benefit Plather than routine claims for benefits not indivatly exceeding $10,000).

Sekidenko has previously made available to Parerpd@ation true and complete copies of each ofdhewing documents: (i) a copy of
each Benefit Plan (including all amendments they€iip a copy of the annual report, if requiredden ERISA or the Code, with respect to
each such Benefit Plan for any plan year beginaftey December 31, 1997; (iii) a copy of the mestnt actuarial report, if required under
applicable law, with respect to each such Benddih(iv) a copy of the most recent Summary Plasdbiption or a summary of plan benef
(v) if the Benefit Plan is funded through a trustay third party funding vehicle, a copy of thestror other funding agreement (including all
amendments thereto) and the latest financial stiesthereof;

(vi) all other records of any Benefit Plan requddtg Parent Corporation reasonably related to 8ssfefit Plan's compliance with applicable
laws, and

(vii) the most recent determination letter receifrenn the Internal Revenue Service with respe&gach Benefit Plan that is intended to be
qualified under

Section 401(a) of the Code.

4.16 Finders. Except as set forth on Schedule 4dither Sekidenko nor the Principal Shareholdsrthken any action which would give to
any firm, corporation, agency or other person htrig a consultant's or finder's fee, investmemkbey fee or any type of brokerage
commission in relation to or in connection with thensactions contemplated by this Agreement.

4.17 Absence of Certain Changes or Events. Exeepetaforth in Schedule 4.17, since December 349,1@) Sekidenko has conducted its
business only in the ordinary course of such bgsing) Sekidenko has not suffered the occurrefi@my events which, individually or in the
aggregate, have had, or might reasonably be expazteave, a material and adverse effect on Sekaletusiness, financial condition or
results of operations; (iii) Sekidenko has not deadl or paid, or agreed to declare or pay, angldhd or distribution with respect to any of its
capital stock or redeemed or agreed to redeem faityy @apital stock and (iv) Sekidenko has not madg increase in or commitment to
increase the rate of compensation of any emplogeeept for increases in keeping with its past jicas), made any change or commitment to
change any of the Benefit Plans or adopted or rmagiecommitment to adopt any new Benefit Plan.

4.18 Relations with Major Customer. Sales to Apphdaterials, Inc. ("Applied Materials") have comsted a substantial portion of
Sekidenko's revenues and are expected to contnde $0. Under certain agreements and understabetgreen Sekidenko and Applied
Materials, the consummation of the transactionsezoplated by this Agreement either require therpramsent of Applied Materials or can
result in Applied Materials exercising rights tontgnate such agreements. Neither Sekidenko nor the

11



Principal Shareholder has any knowledge of (a)atyal or contemplated termination, cancellatiohiroitation of, or any adverse
modification or change in, the business relatiopstiSekidenko with Applied Materials or (b) anysen to believe that Applied Materials
will not carry on such business relationships vtkkidenko following Closing. Neither Sekidenko tioe Principal Shareholder believes or
has any knowledge that would suggest that AppliedeMals will either withhold its consent to thartsactions contemplated by this
Agreement or terminate its agreements with Sekiddéakowing the consummation of the Merger.

4.19 Books and Records. The books and recordskifi&o are located at Sekidenko's principal offizeVancouver, Washington. The
books of account and other financial and corpamterds of Sekidenko are in all material respecisglete and correct, are maintained in
accordance with good business practices, and atgately reflected in the Sekidenko Financial Stegets. The minute books of Sekidenko,
as previously made available to Parent Corporatiwhits counsel, contain complete and accuratedsad all meetings and accurately ref
all other corporate action of the shareholdersdirattors (and committees thereof) of Sekidenkough the date hereof.

4.20 Pooling of Interests; Tax Reorganization. A@knowledge of Sekidenko and the Principal Shddenphaving sought and obtained the
advice of Sekidenko's accounting advisors, Sekiddvas not taken (or, as of the date hereof, fadadke) any action which would prevent
the accounting for the Merger as a pooling of ie$és in accordance with APB No. 16. To the knowdedfSekidenko and the Principal
Shareholder, Sekidenko has not taken or failedke any action which would prevent the Merger fimonstituting a reorganization within 1
meaning of Section 368 of the Code.

5. REPRESENTATIONS AND WARRANTIES OF THE PARENT CBRRATION AND THE MERGER SUB.

The Parent Corporation and the Merger Sub do hejeloyly and severally, make the following repretsgions and warranties to Sekidenko
as of the date of this Agreement and as of thei@jd3ate:

5.1 Corporate Existence and Powers of the ParemtoCation. The Parent Corporation is a corporatioly organized, validly existing and in
good standing under the laws of the State of Dalawkhe Parent Corporation has all requisite cajgopower and authority to execute,
deliver and perform this Agreement and to consurartis transactions contemplated herein.

5.2 Corporate Existence and Powers of the Mergbr Bue Merger Sub is a corporation duly organizedidly existing and in good standing
under the laws of the State of Washington. The ie8yub has all requisite corporate power and aityhtorexecute, deliver and perform this
Agreement and to consummate the transactions cptdaésd herein. The Merger Sub was organized by#rent Corporation solely for the
purpose of consummating the transactions conteatplat this Agreement and the Merger Sub has n&gadyin any business or other
activities and, as of the date of this Agreemeas, o liabilities of any nature, contingent or otvise, except for liabilities or obligations
arising out of or in connection with the transasti@ontemplated by this Agreement. Prior to thedi¥e Time, the Parent Corporation will
be in control (within the meaning of Section 368(y)f the Code) of the Merger Sub.

5.3 Authorizations, Enforceability and Effect of isgment.

5.3.1 This Agreement has been duly and validly eugkd, executed and delivered by the Parent Catjpor and the Merger Sub and all
corporate actions necessary for the Parent Coiporahd the Merger Sub to enter into this Agreenagitt to perform their respective
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obligations hereunder have been duly taken. Noaapiof the shareholders of the Parent Corporasisaquired by any applicable law or the
listing requirements of the Nasdaqg National Market.

5.3.2 Assuming that this Agreement is a valid aimdling obligation of Sekidenko and the Principah&holder, this Agreement constitutes a
valid and binding obligation of each of the Par@€ntporation and the Merger Sub, fully enforcealgeiast each of them in accordance with
its terms, subject to applicable bankruptcy, insoby, moratorium or similar laws relating to credst rights or general principles of equity
and public policy considerations.

5.3.3 The execution, delivery and performance isf Agreement by the Parent Corporation and by tkeegelr Sub and the consummation of
the transactions contemplated hereby will not, withvithout the giving of notice or the lapse ohé, or both: (a) violate the articles of
incorporation, bylaws or any resolutions adoptedhgyboard of directors or shareholders of eitherRarent Corporation or the Merger Sub,
(b) violate any provision of law, statute, ruleregulation to which the Parent Corporation or therier Sub is subject; (c) violate any
judgment, order, writ or decree of any court, a#biir or governmental agency applicable to theriRa@erporation or the Merger Sub; or
result in the breach of or conflict with any teroyenant, condition or provision of, result in thedification or termination of, constitute a
default under, or result in the creation or imgosiif, any new lien, security interest, chargewcumbrance upon any of the assets or other
properties of the Parent Corporation or the Me&gr pursuant to any contract, agreement or instmtitoevhich the Parent Corporation or
the Merger Sub is a party or by which any of theetsor other properties of the Parent Corporatidhe Merger Sub are or may be bound or
affected or from which the Parent Corporation @ Kherger Sub derives any material benefit.

5.3.4 No consent, authorization or approval oxamption by, or filing with any governmental, paldr self-regulatory body or authority is
required in connection with the execution, delivand performance by the Parent Corporation or teegkt Sub of this Agreement or any of
the instruments or agreements herein referred tilyeataking of any action herein contemplatedgegxéor (a) the filing of a Premerger
Notification Form required to comply with the HSRtfand termination of the waiting period relatihgteto, (b) notices and filings requir

in order to comply with the Securities Act and atgte securities or "blue sky" laws,

(c) the filing of Articles of Merger with the Setagy of State of the State of Washington, andIfd)filing of a Notice of Sale of Securities on
Form D with the Securities and Exchange Commission.

5.3.5 There is no action, suit, proceeding, artitra investigation or hearing or notice of hearpending or threatened against the Parent
Corporation or the Merger Sub that (a) questiorsvtdidity of this Agreement or the right of ther®a Corporation or the Merger Sub to
enter into this Agreement or consummate the traimsacontemplated hereby or

(b) has resulted in or, if decided adversely, migisult in, an injunction or the entry of an ortfeat would prevent or delay the consummation
of the transactions contemplated by this Agreement.

5.3.6 The Merger Shares, when issued in accordaitieg¢he terms of this Agreement, will be duly aotized, validly issued, fully paid, non-
assessable and free of any preemptive rights.

5.4 Capital Stock of the Parent Corporation. Thib@zed capital stock of the Parent Corporationststs of (i) 40 million shares of common
stock ($0.001 par value) and (ii) 1 million shaoépreferred stock ($0.001 par value) of which hares have been designated or issued. As
of July 14, 2000, the Parent Corporation had issueHoutstanding (i) 29,238,252 shares of commuaeksind (ii) no shares of preferred
stock. Since July 14, 2000, the Parent Corpordtamnot issued any capital stock except
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pursuant to the exercise of stock options, warrantgher rights to acquire shares of the Paremp&@ation's capital stock identified in the
Parent Corporation's Securities Filings (as hefeindefined) and has not issued any options, wsrar other rights to acquire shares of the
Parent Corporation's capital stock except purstoaplans or agreements referred to in the ParenidZation's Securities Filings and in
accordance with the Parent Corporation's pastipesctvith respect to such issuances.

5.5 Securities Filings Made by the Parent Corporatbince January 1, 1997, the Parent Corporatishih a timely manner, filed all reports,
forms, filings and notices required to be filedtbg Parent Corporation with the Securities and Brge Commission and with each excha
on which the Parent Corporation's common stocisisd for trading. The Parent Corporation has éeéd or caused to be delivered to
Sekidenko and the Principal Shareholder copiebefarent Corporation's (i) Annual Report on FofKIfor most recently completed fisc
yeatr, (ii) definitive proxy statement for the mostent annual meeting of the Parent Corporatidrasehiolders, (iii) Quarterly Reports

Form 10-Q for each fiscal quarter since the enth@fmost recently completed fiscal year, (iv) Coti@eports on Form B-filed since the er
of the most recently completed fiscal year, (v) adments filed with respect to any of the foregaamgl (vi) any other filings made with the
Securities and Exchange Commission (collectivedy"tPARENT CORPORATION'S SECURITIES FILINGS"). Th€drmation contained i
the Parent Corporation's Securities Filings did wbten filed, contain any untrue statements of genal fact or omit to state a material fact
necessary in order to make the statements contairgdth filings, in light of the circumstances endvhich such statements were made, not
misleading. All financial statements containedha Parent Corporation's Securities Filings wer@aed in accordance with United States
generally accepted accounting principles applied basis consistent with that of prior years oiquks, are correct and complete and fairly
present the financial position and results of ofi@na of the Parent Corporation on a consolidatesishas of the dates and for the periods
indicated therein in each case in accordance wtteally accepted accounting principles subjeagt tmlin the case of unaudited statements
for fiscal quarters which ended other than at yerat; normal year-end audit adjustments and thedaikl footnotes to unaudited financial
statements.

5.6 Tax Matters. The Parent Corporation intendsftibbwing the Effective Time, the Surviving Condion will continue the historic
business of Sekidenko or use a significant poro8ekidenko's historic business assets in a bssjraad Parent Corporation intends to
continue to hold at least 80 percent of all clagdesapital stock issued by the Surviving CorpanatiThe total fair market value of all Merger
Shares issued to the Sekidenko Shareholders Mé¢hger equals at least 80 percent of the totall @omsideration received by the Sekidenko
Shareholders (including cash received for fractishares).

5.7 Pooling of Interests; Tax Reorganization. T@ khowledge of the Parent Corporation, having sbagt obtained the advice of its
accounting advisors, neither the Parent Corporat@rthe Merger Sub has taken (or as of the daeohé&iled to take) any action which
would prevent the accounting for the Merger as@lipg of interests in accordance with APB No. 16.tfie knowledge of the Parent
Corporation, neither the Parent Corporation notMieeger Sub has taken or failed to take any aatibich would prevent the Merger from
constituting a reorganization within the meaningettion 368 of the Code.

6. COVENANTS.

6.1 Investigation. Sekidenko will give full accasghe Parent Corporation and to its counsel, attzmiis and other representatives at any
reasonable time, to such of its properties, pemsihtooks, tax returns, contracts, commitmentsrandrds as relate to the business of
Sekidenko, including without limitation any Benefitan documents described in Section 4.15, andfuvilish to the Parent Corporation
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and its representatives all such additional infdiomeand documents concerning Sekidenko as thenP@aporation or its representatives
may from time to time request prior to Closing. TRerent Corporation will use its best efforts toduct its investigation of Sekidenko,
pursuant to this Section 6.1, in such a manneo aseivent undue speculation among the employestroers or suppliers of Sekidenko.
Neither the Parent Corporation nor any person gatmits behalf will contact or communicate wittyaustomer, supplier or employee
Sekidenko for the purpose of discussing in any reattme transactions contemplated by this Agreemvéhbut an authorized representative
of Sekidenko consenting to or participating in saohtact or communication.

6.2 Confidentiality. The terms, conditions and auaets set forth in a Confidentiality Agreement log &etween Parent Corporation and
Sekidenko are hereby acknowledged and affirmedshatl continue in full force and effect until afrddugh Closing or following any
termination of this Agreement. The Parent Corporasihall advise its counsel, accountants and o#pgesentatives of the existence of such
Confidentiality Agreement and shall be responsibieheir compliance with its terms, conditions amenants.

6.3 Announcements. The initial public announcemnelatting to this Agreement shall occur by meana jmiint press release issued at such
time as Sekidenko and the Parent Corporation d@griee appropriate. Thereafter, Sekidenko and therP&orporation shall consult with
each other and use reasonable efforts to agreethpdaxt of any press release issued by or onlbeheither party or that in any manner
refers to the other party or to the transactiomgeroplated by this Agreement. Notwithstanding thredoing, nothing in this Section 6.3 shall
limit the ability of a party to make any filing wtti such party is required to make with any fedestalte or local regulatory authority or to
make any public statement which such party is reguio make by applicable law or the listing regqmients of the exchange on which its
securities are traded or quoted, provided that pacty will make every reasonable effort to notlfie other party of its need to make such
filing or public statement as early as possible simall limit the information relating to the othgarty or the transactions contemplated by this
Agreement that is contained in such filing or palsiatement to only that information which is reqdi

6.4 Conduct of Sekidenko's Business Until Closkxgept as contemplated by this Agreement or aP#nent Corporation may otherwise
consent to in writing, between the date hereoftardClosing, Sekidenko will and the Principal Shatder will cause Sekidenko to operate
its business in the usual, regular and ordinarymagrand, to the extent consistent with such ofmeratise its best efforts to preserve its
present business organization intact; keep availddd services of its present employees; and pre#srpresent business relationships with
customers, suppliers and others having businesmgdgavith it. Without limiting the generality ohe foregoing, Sekidenko shall not (unles
shall have received the prior written consent efBarent Corporation):

(a) amend its articles of incorporation or bylaws;

(b) enter into or amend any employment, severans@rlar agreement or arrangements with any adiitsctors, executive officers or
employees, except in the ordinary course of businessistent with past practice or as otherwisgigeal in this Agreement;

(c) authorize, propose or announce an intenticautborize or propose, or enter into negotiationsroagreement with respect to any
acquisition of assets or securities, any dispasitibassets or securities or any release or rabhguent of any contract rights, which
acquisitions, dispositions, releases or relinquishis would involve aggregate consideration in exoé$100,000;

(d) issue any shares of capital stock or otherr#tées) declare any dividend or other distributmmits common stock (whether payable in
cash, additional shares of Sekidenko common

15



stock, other securities of Sekidenko or rightsdguare securities of Sekidenko, or other propexy)uthorize a stock split, recapitalization or
similar event or set a record date for any of tiredgoing;

(e) grant, confer or award any options, appreaiatights, warrants, conversion rights, restrictiextls, stock units, performance shares or
similar rights with respect to any shares of itgitzd stock or other securities;

(f) take any actions which would, or would be resaly likely to, prevent the merger from qualifyiag a transaction to be accounted for as a
pooling of interests in accordance with APB No. 16;

(9) take any actions which would, or would be ready likely to, prevent the merger from qualifyiag a reorganization within the meaning
of Section 368 of the Code;

(h) except as required by applicable law (in whiake prompt notice shall be given to the Parenp@ation), amend in any material respect
the terms of any Benefit Plan, including withomiiation any employment, severance or similar apesgs or arrangements in existence on
the date hereof, or adopt any new employee beplafis, programs or arrangements or any employraenerance or similar agreements or
arrangements;

(i) incur, create, assume or otherwise becomedifdal borrowed money or assume, guarantee, endoi@herwise become liable for the
obligations of any individual, corporation or othesttity, except in the ordinary course of busirmmssistent with past practice;

(j) make any loans or advances to any person, ¢xceipe ordinary course of business consistertt wétst practice;
(k) make any material tax election;
() directly or indirectly redeem, purchase or athise acquire any shares of its capital stock dkeremy commitment for any such action; or

(m) agree, in writing or otherwise, to take anyh# foregoing actions or take any action which waubke any representation or warranty in
this Agreement untrue or incorrect as of the Clp&hate.

6.5 No Dividends on or Changes in the Parent Catpor's Common Stock. Except as Sekidenko may comsén writing, between the date
hereof and the Effective Time, the Parent Corponatvill not declare any dividend or other distriloaton its common stock (whether paye
in cash, additional shares of the Parent Corparatimommon stock, other securities of the Parenp@&@ation or rights to acquire securities of
the Parent Corporation, or other property), or atide a stock split, recapitalization or similaeavor set a record date for any of the
foregoing.

6.6 Hart-ScotiRodino Filing. The Parent Corporation and the RpialcShareholder shall each exercise reasonalie®tb prepare and file .
soon as possible all reports or other documentsinegjor requested by the Federal Trade Commissitine Department of Justice under the
HSR Act, and all regulations promulgated thereundencerning the transactions contemplated byAbieement, and comply promptly with
any request by either of such agencies for additioriormation concerning the transactions contextgal by this Agreement, so that the
waiting period specified in the HSR Act will expioe be terminated as soon as possible after theutéire and delivery of this Agreement.
The parties shall furnish to one another such médion concerning Sekidenko, the Principal Shadrodnd
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the Parent Corporation as the parties need torpettoeir obligations hereunder. Each of the pagiesl promptly notify the other parties as
to any material communication received by suchypfaoim the Federal Trade Commission, the Antitidistision of the Department of Justice
or any other governmental or regulatory authogiyarding the transactions contemplated hereby.

6.7 Form S-3 Registration Statement. Promptly feilig the execution of this Agreement, the ParenpGration will commence to prepare a
registration statement on Form S-3 for the resgléhe Sekidenko Shareholders of the Merger Shéines'fORM S-3 REGISTRATION").

6.7.1 The Parent Corporation shall use its besttsfto file the Form S Registration with the Securities and Exchange @a@sion within 3(
days after the Closing Date, to cause the FornmRegistration to become effective no later thandde on which the Parent Corporation files
its Form 10-Q for the quarter ending Septembe280p and to keep the Form3Registration effective and the information conéa thereir
current, complete and accurate for at least oneaféa the Closing Date and during any periodeb#éier during which any Sekidenko
Shareholder is an affiliate of the Parent Corporgtprovided, however, that (a) following the fiestniversary date of the Closing Date, the
Parent Corporation shall not be required to keepFbrm S-3 Registration effective with respectrig Blerger Shares that may be sold
pursuant to Rule 144 under the Securities Act wittamy practical limitation on the number of sharebe sold by the Sekidenko
Shareholder, (b) the Parent Corporation may frone tio time suspend the effectiveness of the FoBrRegistration, by giving notice to the
Sekidenko Shareholders, if the Parent Corporatiaii have determined that any offers or sales nmradeliance on the Form S-3 Registration
would require the Parent Corporation to discloseaterial corporate development, which disclosurdadbe reasonably expected to have a
material effect on the Parent Corporation or thekeigprice of its common stock, and (c) the Paf&arporation's obligations under this
Section 6.7 are conditioned upon the prompt andljimprovision, in writing, by the holders of any Mer Shares covered by the Form S-3
Registration of any information or documents tih&t Parent Corporation deems necessary or appm@jpmiabnnection with the Parent
Corporation's preparation of the Form S-3 Registnathe prospectus included therein or any prasigesupplement thereto.

6.7.2 Each Sekidenko Shareholder agrees by adgnisit Merger Shares that, (a) upon receipt of @oiyce from the Parent Corporation of a
suspension of the effectiveness of the Form S-39Ratjon, such shareholder shall immediately thpom discontinue disposition of Merger
Shares until such holder (i) is advised in writmgthe Parent Corporation that the use of the Fe+&Registration may be resumed, (ii) has
received copies of a supplemental or amended peaspéf applicable, and (iii) has received coméany additional or supplemental filings
which are incorporated or deemed to be incorporaye@ference in the prospectus included in thenF8f3 Registration; and (b) such
shareholder shall indemnify and hold harmlesshéoftill extent permitted by law, the Parent Corfiors its affiliates, agents and
representatives from and against all losses, clalarmages, liabilities, costs (including, withautitation, all reasonable attorneys' fees) and
expenses arising out of or based upon any untatensent of a material fact provided by the shadrah writing expressly for inclusion in
the Form S-3 Registration, the prospectus inclulletkein or any prospectus supplement thereto,isingrout of or based upon any omission
of a material fact required to be stated thereinemessary to make the statements therein, indigiie circumstances under which they were
made, not misleading based upon information praligethe shareholder in writing expressly in corimecwith the Form S-3 Registration.

6.7.3 Parent Corporation agrees to (i) exercisencervially reasonable efforts to avoid or to minientke duration of any period during wh
the effectiveness of the Form S-3 Registratiougpended or any Sekidenko Shareholder is preclisgethy reason within the control of the
Parent Corporation from reselling Merger Sharesywamt to such registration,

(i) promptly provide each Sekidenko Shareholdehwibpies of prospectuses and supplemental or ssdegmrdspectuses, if
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applicable, and (iii) indemnify and hold harmlesske Sekidenko Shareholder and his or its agerfiserd, directors and representatives, to
the full extent permitted by law, from and agaiaéiosses, claims, damages, liabilities, costsl(iding, without limitation, all reasonable
attorneys' fees) and expenses arising out of @doapon any untrue statement of a material fadiafoed in the Form S-3 Registration,
including any and all materials incorporated thet®y reference except to the extent that suchrataits were provided by the shareholder in
writing or were based upon statements providedriting by the shareholder expressly for inclusioriie Form S-3 Registration, the
prospectus included therein or any prospectus sapgit thereto, or arising out of or based uponamigsion of a material fact required to
stated therein or necessary to make the statertrentsin, in light of the circumstances under whindly were made, not misleading unless
based upon information provided by the sharehdfderiting expressly in connection with the FornB3Registration.

6.8 Listing Application. If required by the Nasdidgtional Market, the Parent Corporation shall fitecause to be filed a supplemental listing
application with the Nasdaqg National Market covgrine Merger Shares. Within thirty (30) days follog/the Closing Date, the Parent
Corporation shall have obtained approval of anydisting application, subject to official noticéissuance.

6.9 Advice of Changes. Between the date hereoftamlosing Date, Sekidenko and the Principal Stader will advise the Parent
Corporation in writing of any fact, which (a) if Gwn at the date hereof, would have been requird teet forth or disclosed in any Schedule
to this Agreement, (b) would render any of the espntations and warranties contained in Sectiantrdi@ as of the Closing Date or (c) could
reasonably be expected to have a material advfeszt en Sekidenko's business, financial condibomesults of operations.

6.10 Expenses Associated with the Merger. Whethaobthe Merger is consummated as contemplatatiibyAgreement, each of the parties
shall be responsible for its own costs and expemsesred in connection with the preparation andatiation of this Agreement and the
transactions contemplated hereby.

6.11 Preparation of Audited Financial StatementSeKidenko. Immediately upon the execution of &dseement, the Parent Corporation
shall retain Arthur Andersen LLP to conduct an &oélthe financial statements of Sekidenko for 1888 1999 and as of the end of such
years, and as of such other dates and for such p¢hieds as the Parent Corporation may be reqtiréite audited financial statements
Sekidenko with the Securities and Exchange Comaoris8ekidenko and the Principal Shareholder shatl, Sekidenko shall cause Moss
Adams LLP to, cooperate with Arthur Andersen LLRtomptly and timely provide to Arthur Andersen LBP such information and access
to all such papers, agreements, instruments aredt ddtuments as Arthur Andersen LLP shall reasgn@&gjuest in connection with the
conduct of the audit.

6.12 No Acquisition Discussions. None of Sekidertke, Principal Shareholder nor any of their respeatepresentatives shall encourage,
solicit, participate in or initiate discussionsrmaygotiations with, or provide any non-public inf@tion to, any person (including a corporation,
partnership or other entity or group) in respedhefacquisition by such other person of all or araterial portion of Sekidenko's assets or
equity interest in or business combination withi8ekko. Sekidenko shall not authorize, proposenooance an intention to authorize or
propose any such acquisition. The Principal Shadehshall not sell, transfer or otherwise dispokany of his shares of Sekidenko common
stock, except pursuant to a Stock Option Agreeraentith the prior written consent of the Parent @oation.

6.13 Certificates. Sekidenko, the Sekidenko Shadehns, the Parent Corporation and the Merger Sab shall provide to the requesting p:
or such party's legal counsel or accounting adsisor
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such accurate certificates and other informatiothasequesting party or such party's legal coumisatcounting advisors may reasonably
request in order for the parties to conclude thatMerger will qualify (a) as a transaction to lbeaunted for as a polling of interests under
APB No. 16, and (b) for federal income tax purposssa reorganization within the meaning of Seciéa of the Code.

7. CONDITIONS TO THE OBLIGATIONS OF THE PARENT CORIRATION AND THE MERGER SUB.

Except for the performance of the covenants requee performed by them prior to Closing, thagations of the Parent Corporation and
the Merger Sub under this Agreement are subjettiedulfillment, at or prior to the Closing, of daof the following conditions, any or all of
which may be waived in writing by the Parent Cogtimn, in its sole discretion:

7.1 Accuracy of Representations and Warrantiesh Bathe representations and warranties of Sekidamki the Principal Shareholder
contained in this Agreement will be true on anadfthe Closing Date with the same force and effscthough made on and as of the Closing
Date.

7.2 Performance of Covenants. Sekidenko and tmeiBal Shareholder will have performed and compliéth all covenants, obligations and
agreements to be performed or complied with by tbaror before the Closing Date pursuant to thise&grent.

7.3 Consents. Sekidenko will have delivered toRheent Corporation all consents and approvalsl geasons and entities required to be
obtained by Sekidenko in connection with the Mergesluding without limitation the consents iderdd on Schedule 4.2.4.

7.4 No Change in Major Customer Relationship. Theélenot have been any adverse change in Sekidsmitationship with Applied
Materials, and Applied Materials shall have conedrb the consummation by Sekidenko of the Mergdragher transactions contemplated
by this Agreement.

7.5 Certificate. The Parent Corporation will hageaived an accurate certificate signed on beh&éesidenko by an authorized officer of
Sekidenko and by the Principal Shareholder, datetthe Closing Date, satisfactory in form and sulistato the Parent Corporation and its
counsel, certifying as to the fulfillment of thenthitions specified in Sections 7.1 through 7.5.

7.6 Escrow Agreement. The Escrow Agent and eatheoSekidenko Shareholders will have executed sued# Agreement in form of
Exhibit 2.3.

7.7 HSR Act Waiting Period. The applicable waitpgriod under the HSR Act, and the regulations pigatad thereunder, shall have exp
or been terminated.

7.8 Opinion of Counsel to Sekidenko. The ParenpGtion will have received a favorable opiniorFokter Pepper & Shefelman, LLP,
counsel to Sekidenko, dated on the Closing Datestantially in the form of Exhibit 7.8 hereto.

7.9 Confirmation of Pooling of Interest. The Par€otporation shall have received a letter of ArtAadersen LLP, its independent
accountants, dated on the Closing Date, in formsadtance reasonably satisfactory to the Parenpo@adion, stating that such accountants
concur with management's conclusion that the Mengiégualify as a transaction to be accounteddsra pooling of interests under APB No.
16.
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7.10 Employment Agreement. Sekidenko and the Rran@&hareholder will have entered into an EmployinAgreement, effective as of the
Closing Date, substantially in the form of ExhiBi2.3.

7.11 No Dissenters. No Sekidenko Shareholder bleadintitled to claim, as of the Closing Date, aisgehters' or appraisal rights in respec
such shareholder's shares of Sekidenko common.stock

7.12 Audit of Financial Statements. The audit dfi@enko's financial statements by Arthur Andersé&® ] as described in Section 6.11, will
not have raised any issues, other than those destlon Schedule 4.7, which could be reasonablycteghéo result in a material change or
adjustment to the financial statements providethéoParent Corporation by Sekidenko prior to the déthis Agreement.

7.13 Exemption from Registration. The offer ands#lthe Merger Shares to the Sekidenko Sharelofiesuant to the Merger shall be
exempt from registration under the Securities Act.

7.14 Assignment of Sublicense Royalties. The Ppiaicthareholder shall have assigned to Sekidemkights which he may have, including
the right to receive royalties, under the terma @tchnology Sublicense and Distribution Agreendaéd as of January 1, 1998 by and
between Sekidenko and Y.O. Systems, Inc. and ss&iranent shall be a in form reasonable acceptal?arent Corporation.

8. CONDITIONS TO THE OBLIGATIONS OF SEKIDENKO ANDHE PRINCIPAL SHAREHOLDER.

Except for the performance of the covenants requebe performed by them prior to Closing, theégations of Sekidenko and the Principal
Shareholder under this Agreement are subject tfutfikment, at or prior to the Closing, of eachtbe following conditions, any or all of
which may be waived in writing by Sekidenko, instde discretion:

8.1 Accuracy of Representations and Warrantiesh Bathe representations and warranties of therP&erporation and the Merger Sub
contained in this Agreement will be true on anadfthe Closing Date with the same force and effscthough made on and as of the Closing
Date.

8.2 Performance of Covenants. The Parent Corporatiol the Merger Sub will have performed and cosdpliith all covenants, obligations
and agreements to be performed or complied with by or before the Closing Date pursuant to thigeement.

8.3 Certificate. Sekidenko and the Principal ShalddT will have received an accurate certificagied by the Parent Corporation, dated on
the Closing Date, satisfactory in form and substancSekidenko and its counsel, certifying as oftlfillment of the conditions specified in
Sections 8.1 and 8.2.

8.4 Escrow Agreement. The Parent Corporation aadedtrow Agent will have executed the Escrow Agrertnn the form of Exhibit 2.3.

8.5 HSR Act Waiting Period. The applicable waitperiod under the HSR Act, and the regulations pigatad thereunder, shall have exp
or been terminated.

8.6 Opinion of Counsel to the Parent Corporatia@ki@&nko and the Principal Shareholder will haweeieed a favorable opinion of Thelen
Reid & Priest LLP, counsel to the Parent Corporatiad the Merger Sub, dated on the Closing Datestantially in the form of Exhibit 8.6
hereto.
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9. TERMINATION.

9.1 By Mutual Agreement. This Agreement may be teated prior to the Effective Time by the mutuatemment of Sekidenko and the
Parent Corporation.

9.2 By the Parent Corporation. This Agreement n&yebminated prior to the Closing Date by writtetice from the Parent Corporation to
Sekidenko, if

(a) the Closing has not taken place on or beforguati31, 2000 unless the delay is due to factattsimvihe reasonable control of the Parent
Corporation or the Merger Sub; (b) a United Stédeeral or state court of competent jurisdictiorJoited States federal or state
governmental, regulatory or administrative agencgammission shall have issued an order, decregliag or taken any other action
permanently restraining, enjoining or otherwisehilbding the transactions contemplated by this &gnent and such order, decree, ruling or
other action shall have become final and non-ajaibésl provided, that the Parent Corporation stealehused all reasonable efforts to remove
such injunction, order or decree; (c) SekidenktherPrincipal Shareholder shall have materiallyabhed this Agreement, which breach is
curable or, if curable, is not cured within 30 dafter written notice of such breach is given by Barent Corporation or the Merger Sub to
the breaching party or (d) within 10 business d#ySekidenko providing to the Parent Corporatidnraterials requested by the Parent
Corporation in its request for due diligence materdelivered to Sekidenko on July 12, 2000, thremaCorporation, in its sole discretion, is
not satisfied with its investigation of Sekidenkuits business, properties or financial condition.

9.3 By Sekidenko. This Agreement may be terminatéat to the Closing Date by written notice fromk&kenko to the Parent Corporation, if
(a) the Closing has not taken place on or beforgusti31, 2000 unless the delay is due to factattsimvihe reasonable control of Sekidenko
or the Principal Shareholder; (b) a United Stagekefal or state court of competent jurisdictiotJaited States federal or state governmental,
regulatory or administrative agency or commissiallshave issued an order, decree or ruling orrtaey other action permanently
restraining, enjoining or otherwise prohibiting th@nsactions contemplated by this Agreement anH etder, decree, ruling or other action
shall have become final and non-appealable; proyitfet Sekidenko and the Principal Shareholddf khae used all reasonable efforts to
remove such injunction, order or decree; (c) themaCorporation or the Merger Sub shall have ntgtbreached this Agreement, which
breach is not curable or, if curable, is not cusgtthin 30 days after written notice of such bre&hiven by the Sekidenko or the Principal
Shareholder to the breaching party or (d) if thelange Price is less than $45.00.

9.4 Effect of Any Termination. Any termination dfi$ Agreement shall not relieve either the termimgaparty or any other party of any
respective obligations they may have under Sectoh®r 6.3 of this Agreement. In addition, if thigreement is terminated as a result of a
breach of a representation or warranty or the red@ covenant contained in this Agreement, tieatming party shall, notwithstanding such
termination, remain liable to the other partiesdamages incurred by such other parties as a @fssiich breach but such damages shall be
limited to the out of pocket expenses incurred dighsother parties.

10. GENERAL.

10.1 Binding Effect; Benefits. This Agreement vii# binding upon and inure to the benefit of thdipahereto and, to the extent permitted
under

Section 10.2, their respective heirs, personalesgrtatives, successors and assigns. Nothingsid\gieement, whether expressed or implied,
is intended to confer any rights or remedies ongergon other than Sekidenko, the Sekidenko Shiaieisothe Parent Corporation, the
Merger Sub and those other persons who may béeentiit indemnification under the Escrow Agreeméldthing in this Agreement is
intended to relieve or discharge the obligation
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or liability owed by any third party to Sekidenkbe Principal Shareholder, the Parent Corporatidhe@ Merger Sub.

10.2 Survival of Representations, Warranties ande@ants. The representations, warranties and catemathis Agreement or in any
instrument delivered pursuant to this Agreemenll stod survive the Merger; provided, however, tiis representations and warranties
contained in Section 4 and

Section 5 shall survive the Merger for a periodioé (1) year from the Effective Time, the covenatstained in Section 6 shall survive the
Merger to the extent provided therein and this i8act0 shall survive the Merger. Any claim agaiaisy Sekidenko Shareholder for a breach
of a representation, warranty or covenant of eiSekidenko or the Principal Shareholder shall hesi to and limited by the terms and
conditions of the Escrow Agreement.

10.3 Assignment. Neither this Agreement nor thatsgr obligations of any party under this Agreetmaay be assigned by any party with
the prior written consent of the other parties,shihionsent may be withheld in the sole discretiosuch other parties, except that the Merger
Sub may assign its rights and obligations under Algireement to a different wholly-owned subsidiafyhe Parent Corporation.

10.4 Notices. Any notice, request, demand or atbermunication which is required to be given or whi given in connection with this
Agreement will be in writing and will be deemedntave been duly given if delivered in person, traittsch by facsimile, sent by first class
mail, postage prepaid, return receipt requestesior by overnight courier, addressed as follows:

If to Sekidenko or to the Principal Shareholder to:

Dr. Ray R. Dils
1416 N.E. 145th Avenue
Vancouver, Washington 98684
Facsimile: 800-600-2213

with a copy to:

Foster Pepper & Shefelman, LLP
101 S.W. Main, 15th Floor
Portland, Oregon 97204
Attention: Curt B. Gleaves
Facsimile: 503-221-1510

If to the Parent Corporation or to the Merger Suab,

1625 Sharp Point Drive
Fort Collins, CO 80525
Attention: Douglas Schatz
Facsimile: 970-407-5300

with a copy to:

Thelen Reid & Priest LLP
101 Second Street, 18th Floor
San Francisco, CA 94105
Attention: Carissa C. W. Coze
Facsimile: 415-369-8633

or to such other address as any party may desiggajeving notice to the other parties hereto. bkedidelivered by hand or by facsimile will
be deemed given when actually received. Noticestseregular
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mail will be deemed given three business days #iwy are sent. Notices sent by overnight couriérbe deemed given on the business day
following the date on which they are sent.

10.5 Entire Agreement; Amendment. This Agreemerdl(iding the Exhibits and Schedules hereto) cartssitthe entire agreement of the
parties with respect to the subject matter heradfsupersedes all prior agreements and undersgmdiral and written, between any of the
parties hereto and may not be amended, modifiéeroinated except by a written instrument execbtedll of the parties.

10.6 Governing Law and Interpretation. This Agreatheill be construed as to both validity and penfiance and enforced in accordance !
and governed by the internal laws of the state aghihgton without giving effect to the choice af/lprovisions thereunder. Headings of
sections of this Agreement are for the conveniaiche parties only and shall not be given any gutisve or interpretive effect whatsoever.
In this Agreement, unless the context otherwiseireg, (a) words denoting the singular will inclutie plural, (b) words denoting the plural
will include the singular, (c) words denoting a denwill include persons of either gender, (d) vedeénoting a natural person will include
corporations, limited liability companies, trustedaother business entities and (e) words denotingngity will include natural persons.

10.7 Arbitration. With regard to any claim arisiogt of or relating to this Agreement, if the past@n not resolve such matter after good -
negotiation for at least 15 days, any party maywhtten notice to the other, demand arbitrationhaf claim unless the basis for the claim
involves a potential claim which is at issue in gieg litigation with a third party, in which eveatbitration shall not be commenced until <
amount is ascertained or the parties agree taatibit. Unless the parties otherwise agree, anly digpute shall be settled by arbitration
conducted by three arbitrators. Within fifteen (fiays after such written notice is sent, the Paemporation and the Principal Shareholder
shall each select one arbitrator, and the tworaitoits so selected shall select a third arbitrdtbe. arbitrators shall not have the power or
authority to award punitive or exemplary damagedsséext fraud, collusion or willful misconduct by thbitrators, the decision of the
arbitrators shall be final and binding upon thetipar the decision of a majority of the arbitratehall be binding and conclusive. Judgment
upon any award rendered by the arbitrators maynbe=red in any court having jurisdiction. Any suchitation shall be held in San Francis
California under the commercial rules then in effgfidche American Arbitration Association. The nprevailing party to an arbitration shall
pay its own expenses, the fees of each arbitrédteradministrative fee of the American Arbitratidssociation, and the expenses, including
without limitation, attorneys' fees and costs reasdy incurred by the other party to the arbitnatio

10.8 Counterparts. This Agreement may be execatady number of counterparts, each of which, whetated, will be deemed to be an
original and all of which together will be deemedoe one and the same instrument.

10.9 Waivers. Except as provided in this Agreemeataction taken pursuant to this Agreement, inalgidvithout limitation any investigatic
by or on behalf of any party, shall be deemed ttstitute a waiver by the party taking such actibnampliance with any representations,
warranties, covenants or agreements containedsm\tireement. The waiver by any party of a bredchny provision hereunder shall not
operate or be construed as a waiver of any prisubsequent breach of the same or any other poovigreunder.

10.10 Severability. Any term or provision of thig#ement which is invalid or unenforceable in amysgiction shall, as to that jurisdiction,
be ineffective to the extent of such invaliditywrenforceability without rendering invalid or unerdeable the remaining terms and provis
of this Agreement or affecting the validity or erdeability of any of the terms or provisions ofstifigreement
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in any other jurisdiction. If any provision of tthgreement is so broad as to be unenforceablgrthasion shall be interpreted to be only so
broad as is enforceable.

IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed as of the 24gtod July, 2000
SEKIDENKO: SEKIDENKO, INC.

By /sl RAY R. DILS

Dr. Ray R Dils, President

THE PRI NCl PAL SHAREHOLDER: DR RAY R DI LS

/sl RAY R DILS

THE PARENT CORPORATI ON: ADVANCED ENERGY | NDUSTRI ES, | NC.

By /'s/ RICHARD P. BECK

Its Chi ef Financial Oficer

THE MERGER SUB: MERCURY MERGER CORPORATION

By /'s/ DAVID K. SMTH

Its Chi ef Financial Oficer
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EXHIBIT 10.22
AGREEMENT AND PLAN OF REORGANIZATION

AGREEMENT AND PLAN OF REORGANIZATION (this "Agreenmt"), dated as of July 6, 2000, is made by and aAIDVANCED
ENERGY INDUSTRIES, INC., a Delaware corporationgfént"), FLOW ACQUISITION CORPORATION, a Coloradorporation and a
wholly owned subsidiary of Parent ("Merger Subf)d&NGINEERING MEASUREMENTS COMPANY, a Colorado poration (the
"Company").

RECITALS

A. The Boards of Directors of Parent and the Comppath have determined that a business combina¢éitveen Parent and the Company
would enable the companies to achieve short-ten@rg-term strategic and financial benefits tolleaefit of their respective stockholders
and, accordingly, for that and other reasons thénbest interests of their respective stockholdessh of such Boards of Directors desires to
effect the Merger (as defined herein), on the teams subject to the conditions set forth herein.

B. It is intended that the Merger qualify as a gawmization within the meaning of Section 368 of liiternal Revenue Code of 1986, as
amended (the "Code"), for federal income tax pugpos

C. Itis intended that the Merger be accountedoa pooling of interests for financial accountigposes.
D. Parent has incorporated and organized MergersBlgly to facilitate the Merger.

NOW, THEREFORE, in consideration of the mutual eceav@s and subject to the terms and conditionsostt herein, and for other good a
valuable consideration, the receipt and sufficieoicyhich are hereby acknowledged, the partiestbhergree as follows:

ARTICLE 1
DEFINITIONS

"Affiliate" means each "affiliate" as defined in RUL45 of the rules and regulations promulgateckutite Securities Act.
"Affiliate Letter" has the meaning set forth in $en 6.8.

"Agreement" has the meaning set forth in the peefmove.

"Alternative Proposal" has the meaning set fortBégtion 6.1(b).

"APB No. 16" means the Accounting Principles Bo@muinion Number 16.

"Articles of Merger" has the meaning set forth gcgon 2.3.

"CBCA" has the meaning set forth in Section :



"CERCLA" means the Comprehensive Environmental Besp, Compensation and Liability Act of 1980, agaded.
"Certificate" has the meaning set forth in SecBaz(b).

"Closing" has the meaning set forth in Section 2.2.

"Closing Date" has the meaning set forth in Secfi¢h

"Code" has the meaning set forth in the recitatsvab

"Commission" means the Securities and Exchange Gssion of the United States of America.

"Company" has the meaning set forth in the prefdmsve.

"Company Benefit Plans" means all employee bepédits as defined in

Section 3.3 of ERISA and any other plan, contraeigram, policy or benefit arrangements coveringlegrees or former employees of the
Company and all employee agreements providing casgi®n, severance or other benefits to any employdormer employee of the
Company.

"Company Board" means the Board of Directors ofGaenpany.

"Company Common Stock" means the common stockeo€Cthmpany.

"Company Contract” has the meaning set forth intiSed.10.

"Company Disclosure Schedule" means the disclosthredule delivered by the Company at or prior éogkecution hereof to Parent.

"Company Material Adverse Effect” means a matexiblerse effect on or change in the business, prtspgesults of operations or financial
condition of the Company and its Subsidiaries, tede a whole.

"Company Option Plans" has the meaning set fortheiction 3.2(d)(i).

"Company Options" has the meaning set forth ini6e@&.2(d)(i).

"Company Personnel" has the meaning set forth ati&e6.10(a).

"Company Real Properties" means all real propergéy ewned, leased or occupied by the Company oPaegiecessor.
"Company Reports" has the meaning set forth ini@edt6(a).

"Confidentiality Agreement” has the meaning setifan Section 8.5(c).

"Copyrights" means any and all of Company's copysgcopyrightable works, semiconductor topograag mask work interests, including,
without limitation, all rights of



authorship, use, publication, reproduction, distiitn, performance, transformation, moral rightd amwnership of copyrightable works,
semiconductor topography works and mask works admityhts to register and obtain renewals andresitens of registrations, together with
all other interests accruing by reason of inteowati copyright, semiconductor topography and maskwonventions.

"Current Policy" has the meaning provided in Set8dl4(b).

"Effective Date" means the date upon which thise&gnent has been executed by each of the parties.
"Effective Time" has the meaning set forth in Sext?.3.

"Enforceability Exceptions" has the meaning sethfém Section 4.3(c).

"Environmental Requirements" means any applicades) regulations, ordinances or other provisiongrigethe force or effect of law, or any
judicial, governmental, or administrative ordeeqquests, or determinations, or any common law rements relating to the protection
human health or the environment (both natural aarkplace), including without limitation any Envirmental Requirements concerning (A)
the use, generation, treatment, storage, trangjportdandling or disposal of Hazardous Materié#,the control of soil, surface or
groundwater pollution products, (C) air quality adission standards, or (D) health, safety andrdaammunication matters. Environmel
Requirements include, without limitation, CERCLAgtResource Conservation and Recovery Act, therdaaa Materials Transportation
Act, the Clean Water Act, the Toxic Substances fabrict, the Clean Air Act, SWDA, the Atomic Enerdct, the Federal Food Drug and
Cosmetic Act, and equivalent state and local omtiea and statutes and ordinances in countries ththerthe United States of America.

"ERISA" means the Employee Retirement Income StcGt of 1974, as amended.

"ERISA Affiliate" means any business or entity whis a member of the same "controlled group of aations,” under "common control” or
an "affiliated service group" with an entity withihe meanings of Sections

414(b), (c) or (m) of the Code, or required to ggragated with the entity under Section 414(ohef@ode, or is under "common control"
with the entity, within the meaning of Section 4(){14) of ERISA, or any regulations promulgateghaposed under any of the foregoing
Sections.

"Exchange Act" means the Securities Exchange A&B8#, as amended.
"Exchange Agent" has the meaning set forth in 8a@i3(a).
"Exchange Fund" has the meaning set forth in Se&is(a).

"Exchange Ratio" means the number determined hkdidiy (i) 900,000 by
(i) the total number as of the Effective Time 8§ (outstanding shares of Company Common Stock (@Byshares underlying outstanding
Company Options.



"Future Benefit Plans" has the meaning set fortBention 6.10(b).
"GAAP" means United States generally accepted atemyiprinciples, consistently applied.

"Hazardous Materials" means any toxic, injuriousiazardous materials, substances or wastes, tollitgnts or contaminants, including
petroleum products, crude oil or any pseducts or derivatives thereof as any of the foiegiterms are defined in federal, state and llzcas
applicable to the Company or Parent, as the cagebmabut does not include commercially availalffece cleaning or janitorial supplies.

"Intellectual Property" means any and all of thibofeing of the Company and the Company Subsidiai@®atents; (i) Trademarks; (iii)
Copyrights; and (iv) any and all technology, idéagentions, designs, proprietary information, ublghed research and development
information, manufacturing and operating informatiknow-how, formulae, trade secrets and techmiatd, computer programs, and alll
hardware, software and processes.

"IRS" means the federal Internal Revenue Service.
"ISOs" has the meaning set forth in Section 3.8{d)(

"Issued Patents" means any and all issued pateigsue or reexamination patents, revivals of gaterility models, certificates of invention,
registrations of patents, or extensions theregfamdess of country or formal name.

"Last Report Date" means April 30, 2000.

“Letter of Transmittal" has the meaning set forttSection 3.3(c).
"Merger" has the meaning set forth in Section 2.1.

"Merger Certificates" has the meaning set fortBaction 3.3(a).
"Merger Sub" has the meaning set forth in the meefbove.
"Parent" has the meaning set forth in the prefaoyea.

"Parent Board" means the Board of Directors of Rare

"Parent Common Stock" means the common stock oP#rent.

"Parent Material Adverse Effect" means a mateudiakease effect on or change in the business, préspesults of operations or financial
condition of Parent and its Subsidiaries, takea aole.

"Parent Option Plans" has the meaning set fortheiction 3.2(d)(iv).
"Parent Options" means all options to acquire RaZemmon Stock granted by Parent.
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"Parent Preferred Stock" means the 1,000,000 aa#tshares of Parent preferred stock.
"Parent Reports" has the meaning set forth in 8edi5.
"Parent Share" means any share of the voting constomk of Advanced Energy Industries, Inc.

"Patent Applications" means any and all patenttsigincluding, without limitation, all United Statend foreign utility and design patents,
all published or unpublished nonprovisional andvgional patent applications, including, withouhitation, any and all applications of
additions, divisionals, continuations, continuasian-part, reexaminations, substitutions, extensioanewals, utility models, certificates of
invention or reissues thereof or therefor, invamtisclosures and records of invention for abandgetent applications

"Patents" means the Patent Applications and theetb®atents.

"Permits" means all valid and current permits,riges, orders, authorizations, registrations, agsmand other analogous instruments.
"Person” includes both natural persons and entities

"Post Closing Dividends" has the meaning set fortBection 3.3(f).

"Predecessor" means any Person that owns or haswxed, leased or occupied the Company Real Rieper

"Proxy Statement/Prospectus” has the meaning pedvid Section 6.7(a).

"Qualified Plan" means each Company Benefit Plan idintended to be a "qualified plan” within theaning of Section 401(a) of the Code,
and either

(i) the IRS has issued a favorable determinatitieri¢éhat has not been revoked, or (ii) an appbecafor a favorable determination letter was
timely submitted to the IRS for which no final actihas been taken by the IRS as of the Closing. Date

"Registration Statement" has the meaning set farBection 6.7(a).
"Securities Act" means the Securities Act of 1983amended.

"Significant Subsidiaries" of a party means Sulzsids of such party which constitute "significanbsidiaries" under Rule 405 promulgated
by the Commission under the Securities Act.

"Specified Post-Closing Dividends" has the meamsieigforth in Section 3.3(f).
"Stock Purchase Plan" has the meaning set for8eation 3.2(d)(iv).
"Stockholders Meeting" means a meeting of the hsldé Company Common Stock.
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"Subsidiary" of a party means any corporation dieeobrganization, whether incorporated or unincoafesl, of which such party directly or
indirectly owns or controls at least a majoritytloé securities or other interests having by theims ordinary voting power to elect a majority
of the board of directors or others performing famfunctions with respect to such corporation #hreo organization, or any organization of
which such party is a general partner.

"Substituted Options" has the meaning set fortBantion 3.2(d)(i).
"Surviving Corporation" has the meaning set fortfsection 2.1.
"SWDA" means the Solid Waste Disposal Act, as amednd
"Termination Fee" has the meaning set forth iniSa@.5(a).

"Trademarks" means any and all of Company's tradesneegistered trademarks, applications for regfisin of trademark, service marks,
registered service marks, applications for regdistneof service marks, trade names, registerecetraanes, and applications for registrations
of trade names.

"Transaction" has the meaning provided in Sectidiftf.

ARTICLE 2
THE MERGER

2.1 THE BASIC TRANSACTION. On the terms and subjecthe conditions of this Agreement, at the EffeciTime, Merger Sub shall be
merged with and into the Company in accordance thihhAgreement, and the separate corporate existehMerger Sub shall thereupon
cease (the "Merger"). The Company shall be theigugy corporation in the Merger (sometimes herdierafeferred to as the "Surviving
Corporation™), and shall become a wholly owned &libsy of Parent. The Merger shall have the effegiscified in the Colorado Business
Corporation Act (the "CBCA").

2.2 THE CLOSING. Subject to the terms and cond#iohthis Agreement, the closing of the Merger (Gbsing") shall take place (a) at the
offices of the Company at 10:00 a.m., local timetlee first business day immediately following ttey on which the last to be fulfilled or
waived of the conditions set forth in Article 7 Bt completely fulfilled or waived in accordanicerewith, or (b) at such other time, date or
place as Parent and the Company may agree. Thematbich the Closing occurs is hereinafter reféteas the "Closing Date."

2.3 EFFECTIVE TIME. On the Closing Date, Articlelsderger meeting the requirements of Section 7-10%-of the CBCA in the form of
Exhibit 2.3 (the "Articles of Merger") shall be ex#ed and filed in the office of the Colorado Séammg of State, in accordance with the
CBCA. The Merger shall become effective at (a)ttime of filing of the Articles of Merger with thedlbrado Secretary of State or (b) such
later time as agreed by the parties hereto andl®d in the Articles of Merger as the effectimaet of the Merger (the "Effective Time").
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2.4 ARTICLES OF INCORPORATION AND BY-LAWS. The Adies of Incorporation and By-laws of Merger Suleffect immediately
prior to the Effective Time shall be the ArticleSliocorporation and By-laws of the Surviving Corgtion, until duly amended in accordance
with applicable law.

2.5 DIRECTORS AND OFFICERS OF THE SURVIVING CORPORAN. The directors and officers of Merger Sub intia¢ely prior to
the Effective Time shall be the directors and effecof the Surviving Corporation until their sucg@s are duly appointed or elected in
accordance with applicable law.

ARTICLE 3
CONVERSION AND EXCHANGE OF SECURITIES

3.1 MERGER SUB STOCK. At the Effective Time, eabtlare of common stock of Merger Sub outstanding idiately prior to the Effectiv
Time shall be converted into and exchanged fonatiely issued, fully paid and non-assessable shbhoemmon stock of the Surviving
Corporation.

3.2 COMPANY STOCK; OPTIONS.

(a) EXCHANGE RATIO. At the Effective Time, each shaf Company Common Stock that is issued and andgtg immediately prior to
the Effective Time shall, by virtue of the Mergedawithout any action on the part of the holderdo& be converted into the right to receive
a number of shares of Parent Common Stock equbétexchange Ratio.

(b) CANCELLATION OF COMPANY COMMON STOCK. At the Eéctive Time, as a result of the Merger and witheny action on the

part of the holders thereof, all shares of Compaagnmon Stock outstanding at the Effective Timelstedse to be outstanding, shall be
canceled and retired and shall cease to existeacdl holder of shares of Company Common Stock Bteatkafter cease to have any rights
with respect to such shares of Company Common Seo@ept the right to receive upon the surrender aértificate representing such shares
of Company Common Stock (a "Certificate") (i) thember of shares of Parent Common Stock determmaddordance with this Section
and (ii) cash, without interest, payable (A) irulief any fractional shares of Parent Common Stimcccordance with Section 3.3(b), and (B)
as Specified Post-Closing Dividends, in accordamitie Section 3.3(f).

(c) TREASURY SHARES AND SHARES HELD BY SUBSIDIARIE&t the Effective Time, as a result of the Mergad without any
action on the part of Parent, Merger Sub or the gy, any and all shares of Company Common Stackedsand held in the Company's
treasury shall cease to be outstanding, shall beeted and retired without payment of any constitemgherefor and shall cease to exist.

(d) OPTIONS.

(i) At the Effective Time, as a result of the Mergad without any action on the part of holder ¢oér each option to purchase Company
Common Stock granted by the Company (collectivEdgmpany Options") under one of its stock optioangl (collectively, "Company
Option Plans") that remains outstanding and unésedcas of the



Effective Time, whether or not vested or exercisabhall be assumed by Parent and shall be conviettean option to purchase Parent
Common Stock (collectively, "Substituted Options").

(i) Subject to subsection 3.2(d)(iii) below, (A)e number of shares of Parent Common Stock undgrlyiSubstituted Option shall be equ:
the number of shares of Company Common Stock wyidgrthe subject Company Option multiplied by theEange Ratio and rounded to
the nearest whole number, (B) the exercise pricsipgre of a Substituted Option shall be adjusteggrtionately such that the aggregate
exercise price under the Substituted Options sbaihin substantially unchanged, and (C) each Sutesti Option shall be exercisable on the
same terms and subject to the same conditionsdalsdemn applicable to the related Company Optiocejgixto the extent the number of shares
and exercise price per share have been adjustedanirto (A) and (B), respectively, of this submec8.2(d)(ii).

(iii) It is the intention of the parties that ComrmyaOptions that qualified as incentive stock opsiowithin the meaning of Section 422 of the
Code ("ISOs"), immediately prior to the Effectivari, be converted, when assumed by Parent, intstfButied Options that qualify as ISOs
immediately following the Effective Time, to thetert permitted by Section 422 of the Code and apple terms of the Company Option
Plans. In furtherance of such intention, the fomeukterms and conditions set forth in subsecti@(d}ii) above may be applied to, or
modified for, such Substituted Options as deemadaeably necessary by Parent, so long as any gptibaion or modification does not
materially reduce the benefit of the Substitutedi@pto the holder thereof.

(iv) The Company's Employee Stock Purchase Plan"@bock Purchase Plan") shall be terminated poidine Closing. All funds invested in
the Stock Purchase Plan but not used by emploggasrchase stock thereunder prior to the EffecTivee shall be transferred or otherwise
credited to employees of the Company such thdgviiig the Effective Time, each such employee shalle purchase rights under Parent's
stock purchase plans substantially similar to thegsting under the Stock Purchase Plan immedigtiédy to the Effective Time.

(v) On or prior to the Effective Time, Parent sHiédl with the Commission a Registration Statemmmform S-3 or Form S-8, as determined
by Parent in its sole discretion, relating to tssuance of the Parent Common Stock underlying tihstButed Options or shall cause such
Parent Common Stock to be included in an effed®ggistration Statement on Form S-8 relating toammore of Parent's stock option plans
(collectively, "Parent Option Plans"). So long ay Substituted Options remain outstanding, Pareal sise its reasonable best efforts to
maintain the effectiveness of any Registrationedtant(s) related to the Substituted Options (andaimtain the current status of the
prospectus or prospectuses related thereto). ptior to the Effective Time, Parent shall takecaltporate action necessary to reserve for
issuance a sufficient number of shares of Parentrian Stock for delivery upon exercise of the Stibstd Options. To the extent required
by the relevant market or exchange, Parent sisalbtiqualify all such shares for trading on thiagipal market or exchange on which Parent
Common Stock is traded from time to time.



3.3 EXCHANGE OF CERTIFICATES REPRESENTING COMPANYO®IMON STOCK.

(a) As of the Effective Time, Parent shall depamitshall cause to be deposited, with an exchaggetaeasonably acceptable to the Com;
(the "Exchange Agent"), for the benefit of the lewklof Company Common Stock, for exchange in acswrel with this Article 3, (i)
certificates representing the shares of Parent Gamratock to be issued in connection with the Me(Wderger Certificates"), and (ii)
Parent's good faith estimate of the cash in liefuaftional shares expected to be payable in cammmewith the Merger. Such cash and Mel
Certificates are referred to herein as the "Exchangnd."

(b) No fractional shares of Parent Common Stock Sleassued pursuant hereto. In lieu of the isseaof any fractional share of Parent
Common Stock, cash will be paid in respect of aagtional share of Parent Common Stock that wothliérwvise be issuable, and the amount
of such cash shall be equal to such fractional gntagn of the closing price of one share of Pa@atnmon Stock as reported in The Wall
Street Journal, Eastern Edition, as of the lastpay to the Effective Time on which trading isnctucted on the Nasdaq National Market. No
interest will be paid or accrued on the cash pay#ibholders of shares of Company Common Stock.

(c) Promptly after the Effective Time, Parent sltallise the Exchange Agent to mail to each holdezaufrd of Company Common Stock (i
letter of transmittal, in a typical form and havisigch provisions as Parent may reasonably spétiégtér of Transmittal"), which shall advi
the holder that delivery of Merger Certificateslsha effected, and risk of loss to such holdenares of Company Common Stock shall pass,
only upon delivery of the Certificates represensingh shares to the Exchange Agent, and (ii) instms for use in effecting the surrender of
such Certificates in exchange for Merger Certifisaind cash in lieu of fractional shares from tkehBnge Fund.

(d) Upon surrender of a Certificate to the Exchaagent for cancellation, together with a duly exiecuand properly completed Letter of
Transmittal, (i) the holder of the shares of Comp@ommon Stock represented by such Certificatd beadntitled to receive in exchange
therefor from the Exchange Fund (A) a Merger Ciegtt representing that number of whole sharesacdi® Common Stock determined by
multiplying the number of shares of Company Comr8tock represented by the Certificate by the Excad®atio, and (B) a check
representing (1) the amount of cash in lieu oftfoa@l shares of Parent Common Stock, if any, detezd pursuant to paragraph (b) of this
Section 3.3, and (2) any Specified Post-Closingd®@irnds, in each case less any applicable tax widitty and (ii) the Company Common
Stock represented by the surrendered Certificatt gtereupon be canceled.

(e) In the event of a transfer of ownership of CampCommon Stock which is not registered in thesfar records of the Company, a Mel
Certificate representing the proper number of shafd®arent Common Stock, together with a checkhfercash to be paid in lieu of fractiol
shares, if any, may be issued to such transfersaalf Company Common Stock, if the Certificate @spnting such Company Common St
is presented to the Exchange Agent, accompaniedl bpcuments, in form and substance reasonahfaetory to Parent and the Exchange
Agent, required to evidence and effect such trarsff€ompany Common Stock and to evidence thatsgapjicable stock transfer taxes have
been paid. There shall be no



transfers on the transfer records of the Company, after the Effective Time, of shares of Comp&ommon Stock which were outstanding
immediately prior to the Effective Time.

() Notwithstanding any other provisions of thisr&gment, no dividends or other distributions dedaafter the Effective Time on Parent
Common Stock ("Post-Closing Dividends") shall balpeith respect to any shares of Company CommonkStepresented by a Certificate
until such Certificate is surrendered for exchaag@rovided herein. Subject to the effect of ajgjplie laws, following surrender of any such
Certificate, there shall be paid to the holderhef tertificates representing whole shares of P&entmon Stock issued in exchange therefor,
without interest, (i) at the time of such surrendiee amount of Post-Closing Dividends with a reodate after the Effective Time theretofore
payable with respect to such whole shares of P&emtmon Stock and not paid, less the amount ofsthholding taxes which may be
required thereon ("Specified Post-Closing Dividefdand (ii) at the appropriate payment date, tim@ant of Post-Closing Dividends with a
record date after the Effective Time but prior torender and a payment date subsequent to surrpagable with respect to such whole
shares of Parent Common Stock, less the amoumyofveihholding taxes which may be required thereon.

(9) Certificates surrendered for exchange by arfilidte of the Company shall not be exchanged uPditent has received a written agreer
from such person as provided in Section 6.8.

(h) None of Parent, the Company, the Surviving Goafpion, the Exchange Agent or any other persoh kadiable to any former stockholder
of the Company for any amount properly delivered fuublic official pursuant to applicable abandopeaperty, escheat or similar laws.

3.4 LOST CERTIFICATES. In the event any Certificatall have been lost, stolen or destroyed, upemthking and delivery of an affidavit
(in form and substance satisfactory to the Surg\@wrporation) of that fact by the person claiméngh Certificate to be lost, stolen or
destroyed and, if required by the Surviving Corpiora the posting by such person of a bond in seelsonable amount as the Surviving
Corporation may direct as indemnity against anintlhat may be made against it with respect to Lettificate, the Exchange Agent will
issue in exchange for such lost, stolen or destr@grtificate the shares of Parent Common Stockcastl deliverable in respect thereof
pursuant to this Agreement.

3.5 ADJUSTMENT OF EXCHANGE RATIO. In the event thatibsequent to the date of this Agreement but prithe Effective Time, the
outstanding shares of Parent Common Stock shadl haen changed into a different number of sharesdifferent class as a result of a stock
split, reverse stock split, stock dividend, subsim, reclassification, combination, exchange, pegakzation or other similar transaction, the
Exchange Ratio shall be appropriately adjusted.
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ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth in the Company Disclosure Saleethe Company makes the following representatand warranties to Parent and
Merger Sub, as of the date of this Agreement.

4.1 ORGANIZATION AND STANDING.

(a) The Company (i) is a corporation duly organjaedidly existing and in good standing under te4 of its jurisdiction of incorporation,

(i) has all requisite corporate power and autlydtown, operate and lease its properties ang carits business as now conducted, and (iii)
is duly qualified to do business and is in gooadiag as a foreign corporation in each jurisdicfiomvhich the failure to so qualify, or be in
good standing, would have a Company Material Advé&ffect.

(b) The Company does not have any Subsidiariesexugpt as set forth in the Company Disclosure @dlee does not own any equity
securities or securities convertible into or exdeable or exercisable for equity securities of aiimer company.

(c) The Company has not (i) filed or had filed aghit a petition in bankruptcy or a petition tk@ézaadvantage of any other insolvency act, (ii)
admitted in writing its inability to pay its delgenerally, (iii) made an assignment for the berddfitreditors, (iv) consented to the
appointment of a receiver for itself or any substdpart of its property, or (v) generally comreittany act of insolvency (including the
failure to pay obligations as they become due)amkbuptcy.

4.2 CAPITALIZATION.

(a) The authorized capital stock of the Companysisis of 15,000,000 shares of Company Common S#sckf April 30, 2000, there were
4,125,259 shares of Company Common Stock issueduaisthnding. From such date to the date of thi:&ment, no additional shares of

capital stock of the Company have been issued p¢xeasuant to the exercise of Company OptionsofA&pril 30, 2000, Company Options
to acquire 338,038 shares of Company Common Steck autstanding. From such date to the date ofthieement, no additional Compe
Options have been granted.

(b) All of the issued and outstanding shares of Gamy Common Stock have been duly authorized andlydsued and are fully paid, non-
assessable and free of preemptive or similar rightiser than Company Options, there are no exigtimjoutstanding warrants, rights,
options, subscriptions, convertible securitiesthieoagreements or commitments which obligate thg@any to issue, transfer or sell any
shares of capital stock of the Company.

(c) The Company does not have any outstanding baletentures, notes or other obligations pursuawhich the holders thereof have the
right to vote (or which are convertible into or exisable for securities having the right to votéfhvihe stockholders of the Company on any
matter.
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4.3 AUTHORIZATION; ENFORCEABILITY; NO VIOLATION.
(a) The Company has full corporate power and aitthtur execute and deliver this Agreement and tdguen its obligations hereunder.

(b) Subject only to the approval of this Agreemamd the transactions contemplated hereby by tloklsdiders of the Company in accorda
with the CBCA, all corporate action necessary anghart of the Company for the execution, delivergt performance of this Agreement has
been duly taken.

(c) This Agreement constitutes (assuming this Agrergt is a valid and legally binding obligation &frBnt and Merger Sub) a valid and
legally binding obligation of the Company, enforksain accordance with its terms, subject to ajplie bankruptcy, insolvency, moratorium
or other similar laws relating to creditors' rightsd general principles of equity and public poliopsiderations (the "Enforceability
Exceptions").

(d) The execution, delivery and performance of igseement will not result in any conflict with,dach or violation of or default (or an ev
which, with notice or lapse of time or both, woglohstitute a default), termination or forfeitureden (i) any terms or provisions of the
Articles of Incorporation or the Bylaws of the Coamy, (ii) any statute, rule, regulation, judicighvernmental, regulatory or administrative
decree, order or judgment applicable to the Compangiii) any agreement, lease, license, permittber instrument to which the Compan
a party or to which any of its assets are subgatept where any such breach, violation, defaailinination or forfeiture would not have or
result in a Company Material Adverse Effect.

(e) There is no action, suit, proceeding or ingggton pending or, to the knowledge of the Comp#mgatened against the Company that
guestions the validity of this Agreement or théntigf the Company to enter into this Agreemenbordnsummate the transactions
contemplated hereby.

4.4 NO CONSENTS. Except as set forth in the Compisglosure Schedule, no consent, approval, awtaton, order, registration,
qualification or filing of or with any court or amggulatory authority or any other governmentahdministrative body is required on the
Company's part for the consummation by it of tlesactions contemplated by this Agreement, exéepbiices and filings required in order
to comply with the Securities Act, the Exchange,Aetd state securities or "blue sky" laws, andl{i§ filing of the Articles of Merger with
the Colorado Secretary of State.

4.5 COMPLIANCE WITH LAWS. Except where the failut@ so comply would not have a Company Material AdeeEffect, the Company

() has all valid and current Permits, and eachniités in full force and effect, and (ii) has maalkfilings and registrations and the like,
necessary or required by law to conduct its busiasscurrently conducted. The Company has notwedeiny governmental notice of any
violation by it of any laws, rules, regulation axders applicable to its business. Except wheréaihgre to comply would not have a Company
Material Adverse Effect, (a) the Company is nod@fault under any Permits and is in compliance Withsame, and (b) the business and
operations of the Company are in
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compliance with all applicable foreign, federahtef local and county laws, ordinances, regulatijprigments, orders, decrees or rules of any
court, arbitrator or governmental, regulatory omaustrative agency or entity.

4.6 COMPANY REPORTS.

(a) The Company has filed all reports, forms, regigns, schedules, statements and other documemiged to be filed by it with the
Commission since April 30, 1996 (the "Company R&gdrAs of their respective dates, the CompanydrRspcomplied as to form in all
material respects with the requirements of the B&si Act or the Exchange Act, as the case maybé,the applicable rules and regulations
promulgated thereunder. Except to the extent tifatration contained in any Company Report has laeeended, revised or superseded
Company Report subsequently filed and publicly laéé prior to the date of this Agreement, nonéhefCompany Reports, when filed,
contained any untrue statement of a material faottted to state any material fact required tetag¢ed therein or necessary to make the
statements therein, in light of the circumstanasgen which they were made, not misleading.

(b) Each of the balance sheets of the Companydedun or incorporated by reference into the Corgga@ports (including the related notes
and schedules) fairly presents in all material eetspthe financial position of the Company as®ofldte, and each of the statements of inci
retained earnings and cash flows of the Compariyded in or incorporated by reference into the CanypReports (including any related
notes and schedules) fairly presents in all mdtezgpects the results of operations and cash fidwtise Company for the periods set forth
therein (subject, in the case of unaudited statésnemnormal year-end audit adjustments which @oat be material in amount or effect), in
each case in accordance with GAAP, except as maptaeel therein and subject to the fact that unaddinancial statements do not contain
full notes thereto. The Company has no liabilibe®bligations required to be disclosed in a batagtweet or the notes thereto prepared in
accordance with GAAP, except (i) liabilities or igaitions reflected on, or reserved against in,larfee sheet of the Company or in the notes
thereto, and included in the Company Reportslidiilities or obligations incurred since the L&stport Date in the ordinary course of
business, consistent with past practices, orli@bilities disclosed in a Company Report.

4.7 ABSENCE OF LITIGATION, ORDERS, JUDGMENTS.

(a) There are no actions, suits or proceedingsipgrat, to the knowledge of the Company, threatembith involve transactions of or
otherwise relate to the Company or any of its besses or properties, at law or in equity, or be&mg arbitrator of any kind, or before or by
any federal, state, municipal or other governmeti¢glartment, commission, board, bureau, agencther imstrumentality, domestic or
foreign, that are reasonably likely to have a Comyddaterial Adverse Effect.

(b) There are no outstanding orders, writs, injiomst, decrees, judgments, awards, determinatiodgections, which involve transactions of
or otherwise relate to the Company or any of itsifesses or properties, of any court or arbitratamder any outstanding order, regulatio
demand of any federal, state, municipal or otheegamental
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instrumentality, domestic or foreign, that are oeebly likely to have a Company Material AdverséeEf.

4.8 ABSENCE OF CERTAIN CHANGES. Since the Last R¢pate, the Company has conducted its businegsiotihe ordinary course of
such business, and there has not been (i) any Gonigaterial Adverse Effect or any event which iagenably likely to result in a Company
Material Adverse Effect; (ii) any declaration, segtaside or payment of any dividend or other distion with respect to its capital stock; or
(iii) any material change in its accounting prirles practices or methods.

4.9 TAXES. The Company (i) has timely filed all reaal federal, state and foreign tax returns remlio be filed by it for tax years ended
prior to the date of this Agreement or requestsfdensions have been timely filed and any suchesigshall have been granted and not
expired, and all such returns are complete in allemial respects, (ii) has paid or accrued all$sstewn to be due and payable on such re
and (iii) has properly accrued all such taxes tmhsperiods subsequent to the periods covereddyraturns.

4.10 CONTRACTS. Each (a) agreement, contract anthtitment, whether written or oral, to which the Guamy is a party or by which it is
bound and which is filed as an exhibit to or ddssdiin a Company Report and (b) material agreensentract and commitment entered into
by the Company, or by which it became bound, dfterLast Report Date (collectively, "Company Cociisd), is a valid and legally binding
obligation of the Company and, to the knowledgéhefCompany, the other parties thereto, enforcesddénst the Company and, to the
knowledge of the Company, the other parties theretaccordance with its terms, subject to the Exdability Exceptions. The Company is
not, and to the knowledge of the Company no othetygo any Company Contract is, in material ddfthéreof. The Company has not, an
the knowledge of the Company no other party to@ognpany Contract has, performed any act or omitigebrform any act which act or
omission, with the giving of notice or passageimktor otherwise, will become a material defaudtrtunder.

4.11 INTELLECTUAL PROPERTY.

(a) The Company owns or has the right to use #&llbttual Property used in the operation of itsibaess as presently conducted, without any
interference or conflict with or misappropriationinfringement of the Intellectual Property riglofsothers, other than any interference,
conflict, misappropriation or infringement whichrist reasonably likely to result in (i) a materdalerse effect on the Company's ability to
manufacture or sell any of its material productamy material line of products or otherwise to @peiits business, (ii) a material liability of
the Company, or (iii) material redesign or otherrective costs to the Company. The Company hasite@mmercially reasonable action to
maintain and protect its rights in the materiaéligtctual Property that it owns or uses. Each nedtiéem of Intellectual Property owned or
used by the Company immediately prior to the EffecTime hereunder will be owned or available fee by the Surviving Corporation on
substantially identical terms and conditions imnaggly subsequent to the Effective Time.

(b) Section 4.11 of the Company Disclosure Schesleig forth all Patents, registered Copyrightsisteged Trademarks, joint development
agreements, licenses and
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agreements relating to Intellectual Property owniedsed by the Company (other than agreementsendes for readily available "off-the-
shelf" software) that require a consent or waieerdnsummate the transactions contemplated byAtgrsement.

(c) To its knowledge, the Company has not, withia past four years, interfered with, infringed upmisappropriated, or otherwise come i
conflict with any Intellectual Property rights dfhers other than any interference, infringemensamppropriation or conflict which did not and
is not reasonably likely to result in (i) a matéedverse effect on the Company's ability to maciwfie or sell any of its material products or
any material line of products or otherwise to ofeeits business, (ii) a material liability of th@@pany, or (iii) material redesign or other
corrective costs to the Company. The Company haegegeived, and has no knowledge of, any chargaptaint, claim, demand or notice
alleging any such interference, infringement, mpgapriation, or conflict (including, without limiteon, any claim that the Company must
license or refrain from using any Intellectual Redp rights of any other person), or that the Comyfsuse of the Intellectual Property
constitutes unfair competition.

(d) To the knowledge of the Company, no fraud asrapresentation has been made by the Company af ésyofficers, directors or
employees or the relevant inventors during thegmason of any of the Patents of the Company, agrdny fraud or misrepresentation been
included in any documentation for or other disctesio any governmental agency of the IntellectuapBrty of the Company.

4.12 EMPLOYEE BENEFIT PLANS.

(a) The Company does not maintain or contributerteave any actual or, to its knowledge, potefiadility with respect to any (i) deferred
compensation or bonus or retirement plans or aenaeqts, (ii) qualified or nonqualified defined cdimtition or defined benefit plans or
arrangements which are employee pension benefisfls defined in Section 3(2) of ERISA), or

(iii) employee welfare benefit plans, (as defined®ection 3(1) of ERISA), stock option or stockghase plans, or material fringe benefit
plans or programs whether in writing or oral ancetiler or not terminated. The Company has neveribatd to any multiemployer pension
plan (as defined in Section 3(37) of ERISA) or basr maintained or contributed to any defined biepéin (as defined in Section 3(35) of
ERISA). The Company does not maintain or contritateny Company Benefit Plan which provides healtitident or life insurance benefits
to former employees, their spouses or dependethis; than in accordance with Section 4980B of tbdeC

(b) With respect to each Company Benefit Plan iattended to be a "qualified plan" within the miesy of Section 401(a) of the Code,
either (i) the IRS has issued a favorable detertiindetter that has not been revoked, or (ii) pplaation for a favorable determination letter
was timely submitted to the IRS for which no fiaation has been taken by the IRS. To the knowleddgiee Company, there is no reason that
is not susceptible to cure why the qualified statnder Section 401(a) of the Code of any CompameBePlan would be denied or revoked,
whether retroactively or prospectively.

(c) To the knowledge of the Company, no CompanyefieRlan, any fiduciary thereof, nor the Compaiag incurred any liability or penalty
under
Section 4975 of
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the Code or Section 502(i) of ERISA. Except as Wadt have a Company Material Adverse Effect, €aaimpany Benefit Plan has been
maintained and administered in all material respactompliance with its terms and with ERISA ahd Code, to the extent applicable
thereto.

(d) To the knowledge of the Company, neither thenBany nor any ERISA Affiliate (during the perioditdf affiliated status) has any existi
liability currently due and payable that has natrbsatisfied in full under Title IV of ERISA or S@m 412 of the Code. To the knowledge of
the Company, there are no current plans to termjnatether voluntarily or involuntarily, any matdly underfunded pension plan of the
Company or any ERISA Affiliate that is subject tl& IV of ERISA.

(e) To the knowledge of the Company, there is nujpey or anticipated claim, suit, action or otliggation against or otherwise involving
any of the Company Benefit Plans (excluding clafardbenefits incurred in the ordinary course of @mmpany Benefit Plan activities) exc
those which would either have no Company MateridVeéxse Effect or those which have been releassnhisi$ed, settled or otherwise
satisfied, each of which is set forth in Sectioh?4e) of the Company Disclosure Schedule.

(f) All material contributions required to be maake of the date hereof to the Company Benefit Flangs been made or provided for.

(9) Except as set forth in Schedule 4.12 of the @amy Disclosure Schedule, the execution of, anfbpaance of the transactions
contemplated by, this Agreement will not (eitheared or upon the occurrence of any additional ossgbent events) constitute an event u
any benefit plan, policy, arrangement or agreereany trust or loan that will or is reasonablyelikto result in any payment (whether of
severance pay or otherwise), acceleration, forgssmf indebtedness, vesting, distribution, inaréadvenefits or obligation to fund benefits
with respect to any employee of the Company.

(h) The Company has not entered into any severagi@ements or adopted any severance policies apf@ito the Company or its employ:
which would have a Company Material Adverse Effacivhich have not either been satisfied or proviftedand each such severance
agreement and policy is set forth on Section 4 J1@{lthe Company Disclosure Schedule.

4.13 NO BROKERS. The Company has not entered mgacantract, arrangement or understanding withgargon or firm which will or is
reasonably likely to result in the obligation cét@ompany, Parent or Merger Sub to pay any finfiee's, brokerage or agent's commissions
or other like payments in connection with the negimns leading to this Agreement or the consumomatif the transactions contemplated
hereby, except that the Company has retained ®unancial, Inc. to render a fairness opinion, ttrargements with which have been
disclosed in writing to Parent prior to the datedloé. Other than the foregoing arrangements, theg@my is not aware of any claim for
payment of any finder's fees, brokerage or ageatigmissions or other like payments in connectiadth wie negotiations leading to this
Agreement or the consummation of the transactionseenplated hereby.
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4.14 OPINION OF FINANCIAL ADVISOR. The Company heeceived the opinion of Quist Financial, Inc. sabsally to the effect that, as
of the date hereof, the Exchange Ratio is faiheottolders of Company Common Stock from a finanmdaht of view.

4.15 PARENT STOCK OWNERSHIP. The Company does mat any shares of Parent Common Stock or other giesuconvertible into
Parent Common Stock.

4.16 POOLING OF INTERESTS; TAX REORGANIZATION. The knowledge of the Company, having sought andmdxdzahe advice of
its accounting advisors, the Company has not téieas of the date hereof failed to take) any achtiich would prevent the accounting for
the Merger as a pooling of interests in accordavite APB No. 16, the interpretative releases isspicuant thereto, and the
pronouncements of the Commission. To the knowledgke Company, the Company has not taken or faddgdke any action which would
prevent the Merger from constituting a reorganaatvithin the meaning of Section 368 of the Code.

4.17 ENVIRONMENTAL MATTERS.

(a) There has not been any violation of any Envitental Requirements by the Company or, to the kedgé of the Company, any Company
Predecessor, nor to the knowledge of the Compasyhegie been any third party claim or demand baped any Environmental
Requirements against the Company or any CompardeBessor, other than violations, claims or demé#matshave not resulted, and are not
reasonably likely to result, in a Company MateAdverse Effect.

(b) The Company has not disposed of, stored or asgdHazardous Materials on, nor has it transpatgdHazardous Materials from, any of
the Company Real Properties in violation of apfliesEnvironmental Requirements other than a didpsegaage, use or transport which has
not resulted in and is not reasonably likely taitesm a Company Material Adverse Effect. To thewhedge of the Company, no Company
Predecessor has disposed of, stored or used aryddas Materials on, nor has any such Company Besder transported any Hazardous
Materials from, any of the Company Real Propeiitiegolation of applicable Environmental Requirerten

(c) To the knowledge of the Company, none of thiefdng exists at any of the real property currgrivned, leased or occupied by the
Company or existed at any of the Company Real Ptiepaat the time the Company or the Company Pester operated there: (i)
underground storage tanks, (ii) asbestos-contaimatgrial in any friable or damaged form or cormditi(iii) materials or equipment
containing polychlorinated biphenyls (PCBs), o) (andfills or surface impoundments.

(d) To the knowledge of the Company, none of then@any Real Properties is or has been contamingtethyp Hazardous Materials, in a
manner that has given or is reasonably likely t@ gise to any material liability on the part oét@ompany to any person, including without
limitation any governmental authority, for respogssts, corrective action costs, personal injurgpprty damage, natural resources damages
or attorney fees, pursuant to CERCLA, or SWDA, my ather Environmental Requirements, whether fddstate or locally imposed.
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4.18 INSURANCE. The Company maintains insurancé fitancially sound and reputable insurers, in saitiounts, and with such
deductibles and covering such risks as is custdynzairied by companies engaged in similar busieessid owning similar properties in the
localities where the Company is located. The Comiizisclosure Schedule contains a list of each srsce policy presently maintained by
the Company.

4.19 PROPRIETARY INFORMATION AND INVENTIONS AND CONIDENTIALITY AGREEMENT. Each employee, consultasgrvice
provider, officer and director of the Company hasauted a proprietary information and inventiond aanfidentiality agreement, copies of
which have been provided to Parent. The Compangtigware that any of such persons is in violatiwreof, and the Company will use its
best efforts to prevent any such violation.

4.20 ACCURACY OF DOCUMENTS AND INFORMATION. The cas of all instruments, agreements, other docunamdswritten
information delivered by the Company to Parent®counsel are and will be complete and correatlimaterial respects as of the date of
delivery thereof. No representations or warramiesle by the Company in this Agreement, nor any ehecu, written information, statement,
financial statement, letter, certificate or exhiimiépared and furnished or to be prepared andstuedi by the Company or its representative
Parent pursuant hereto or in connection with taedactions contemplated hereby, contains or wiltain any untrue statement of material
fact, or omits or will omit to state a material fae@cessary to make the statements or facts cedlthierein or therein not misleading. There is
no presently existing event, fact or condition thauld have a Company Material Adverse Effect @t ttould reasonably be expected to do
so, which has not been set forth in this Agreenoefthe exhibits hereto or otherwise disclosed leyGlompany to Parent in writing in the
Company Disclosure Schedule.

421 TITLE TO PROPERTIES; ENCUMBRANCES. The Compéa@ngclosure Schedule contains a complete and aeclistaof all real

property owned by the Company and all real propedges to which the Company is a party. Excefistsl in the Company Disclosure
Schedule, the Company has good and marketablédtiile properties, interests in properties anétzsseal and personal, used in or necessar
for the operation of the business of Company, & clear of all liens and encumbrances. The eceripiwf Company used in the operatio

its business is, taken as a whole, (i) adequatthéobusiness conducted by Company and (ii) in gypatating condition and repair, ordinary
wear and tear excepted. To the knowledge of thegaom all real or personal property leases to wliompany is a party are valid, binding
and enforceable against Company and effectivedordance with their respective terms.

ARTICLE 5
REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

Parent and Merger Sub make the following representand warranties to the Company as of the afafeis Agreement.
5.1 ORGANIZATION AND STANDING.

(a) Parent and each of its Significant Subsidigfileis a corporation duly organized, validly exist and in good standing under the laws of its
jurisdiction of
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incorporation, (ii) has all requisite corporate govand authority to own, operate and lease itsgitgs and carry on its business as now
conducted, and

(iii) is duly qualified to do business and is inoglbstanding as a foreign corporation in each jistszh in which the failure to so qualify, or be
in good standing, would have a Parent Material Aslwé=ffect.

(b) Merger Sub is a corporation duly organizedidiylexisting and in good standing under the lafvgojurisdiction of incorporation. Merg
Sub was organized for purposes of consummatingainsactions contemplated by this Agreement. MeBgdr has not engaged in any
activity other than as provided in, or contemplatgdthis Agreement and, as of the date hereofpbdgbilities of any nature, contingent or
otherwise, other than liabilities or obligationatimay arise from this Agreement or the transast@mmtemplated hereby. The authorized
capital stock of Merger Sub consists of 1,000 shaféMerger Sub Common Stock, all of which arediglissued, fully paid and
nonassessable and are owned by Parent.

(c) Neither Parent nor any of its Subsidiaries|(iding without limitation Merger Sub) has (i) filemt had filed against it a petition in
bankruptcy or a petition to take advantage of ahgioinsolvency act, (ii) admitted in writing itsability to pay its debts generally, (iii) made
an assignment for the benefit of creditors, (iv)sented to the appointment of a receiver for itselny substantial part of its property or (v)
generally committed any act of insolvency (incluglthe failure to pay obligations as they becomé dudankruptcy.

5.2 CAPITALIZATION.

(a) The authorized capital stock of Parent consist¥),000,000 shares of Parent Common Stock &@D)00 shares of Parent Preferred
Stock. As of March 31, 2000, there were 28,487 $ifdres of Parent Common Stock, and no shares efiffareferred Stock, issued and
outstanding. From such date to the date of thiséwgrent, no additional shares of capital stock ofehave been issued, except pursuant to
the exercise of Parent Options. As of March 31,02@@&rent Options to acquire 1,933,578 sharesreinP&ommon Stock were outstanding.
From such date to the date of this Agreement, wiitiadal Parent Options have been granted.

(b) All of the issued and outstanding shares oéRa€ommon Stock have been duly authorized andlyatisued and are fully paid, non-
assessable and free of preemptive rights. OtharRaaent Options, there are no existing and oudsigrwarrants, rights, options,
subscriptions, convertible securities or other agrents or commitments which obligate Parent teeisgansfer or sell any shares of capital
stock of Parent or Merger Sub.

(c) All of the shares of Parent Common Stock iskiab consideration in the Merger at the EffecTiime, when issued in accordance with
the terms and conditions of this Agreement, willdody authorized, validly issued, fully paid andwrassessable and free of preemptive rig

5.3 AUTHORIZATION; ENFORCEABILITY; NO VIOLATION.

(a) Each of Parent and Merger Sub has full corpguatver and authority to execute and deliver tigse@ment, and to perform its respective
obligations hereunder.
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(b) All corporate action necessary on the partareRt and Merger Sub for the execution, delivery performance of this Agreement has
been duly taken. No approval of the stockholdelBarent is required by applicable law or the rofiethe Nasdaqg National Market in
connection with the consummation by Parent or Me8h of the transactions contemplated hereby.

(c) This Agreement constitutes (assuming this Agreret is a valid and binding obligation of the Comypja a valid and legally binding
obligation of each of Parent and Merger Sub, emfabte against Parent and Merger Sub, as applidaldecordance with its terms, subject to
the Enforceability Exceptions.

(d) The execution, delivery and performance of gseement will not result in any conflict with,dach or violation of or default (or an ev
which, with notice or lapse of time or both, woglohstitute a default), termination or forfeitureden (i) any terms or provisions of the
Certificate of Incorporation or the By-laws of Patrer any of its Subsidiaries (including withouhltation Merger Sub), (ii) any statute, rule,
regulation, judicial, governmental, regulatory dranistrative decree, order or judgment applicablParent or any of its Subsidiaries
(including without limitation Merger Sub), or (iigny agreement, lease, license, permit or othénuiment to which Parent or any of its
Subsidiaries (including without limitation Mergeul§ is a party or to which any of its assets atgest, except where any such breach,
violation, default, termination or forfeiture wouft have or result in a Parent Material Adversedtf

(e) There is no action, suit, proceeding or ingzgton pending or threatened against Parent oohity Subsidiaries that questions the vali
of this Agreement or the right of Parent or Mer§eb to enter into this Agreement or to consumniadriansactions contemplated hereby.

5.4 NO CONSENTS. No consent, approval, authoripatioder, registration, qualification or filing of with any court or any regulatory
authority or any other governmental or administetiody is required on the part of Parent or anysdbubsidiaries for the consummation by
Parent and Merger Sub of the transactions contaatplay this Agreement, except (i) notices andd#imequired in order to comply with the
Securities Act, the Exchange Act and state seeardr "blue sky" laws, (i) the filing of the Artees of Merger with the Colorado Secretary of
State and (iii) any notices and filings necessargomply with the rules of the Nasdaq National MarBystem.

5.5 PARENT REPORTS.

(a) Parent has filed all reports, forms, registragi schedules, statements and other documentse@d be filed by it with the Commission
since November 17, 1995 (the "Parent Reports"ofAkeir respective dates, the Parent Reports dethpk to form in all material respects
with the requirements of the Securities Act or Eixehange Act, as the case may be, and the apmicalels and regulations promulgated
thereunder. Except to the extent that informationtained in any Parent Report has been amendadedesr superseded by a Parent Report
subsequently filed and publicly available priottiie date of this Agreement, none of the Parent Repehen filed, contained any untrue
statement of a material fact or omitted to
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state any material fact required to be stated therenecessary to make the statements therelighinof the circumstances under which they
were made, not misleading.

(b) Each of the consolidated balance sheets ohPareluded in or incorporated by reference inte Brarent Reports (including the related
notes and schedules) fairly presents in all mdteggpects the consolidated financial position afdht and its Subsidiaries as of its date, and
each of the consolidated statements of incomekistdders' equity and cash flows of Parent incluithedr incorporated by reference into the
Parent Reports (including any related notes anddidhbs) fairly presents in all material respectsititome, stockholders' equity and cash
flows, as the case may be, of Parent and its Siabigig for the periods set forth therein (subjecthe case of unaudited statements, to normal
yearend audit adjustments which would not be maténiamount or effect), in each case in accordantie @AAP, except as may be noted
therein and subject to the fact that unauditednitre statements do not contain full notes thereétrent and its Subsidiaries do not have any
liabilities or obligations required to be disclogadh consolidated balance sheet or the notestthprepared in accordance with GAAP, exc

(i) liabilities or obligations reflected on, or msed against in, a consolidated balance sheeatr@iPor in the notes thereto, and included in
the Parent Reports, (ii) liabilities or obligatiansurred since March 31, 2000 in the ordinary sewf business, consistent with past pract
or (iii) liabilities disclosed in a Parent Report.

5.6 POOLING OF INTERESTS; TAX REORGANIZATION. Todtknowledge of Parent, having sought and obtaineddvice of its
accounting advisors, neither Parent nor any dbitissidiaries has taken (or as of the date herdefifa take) any action which would prewv:
the accounting for the Merger as a pooling of ie$és in accordance with APB No. 16, the interpregakleases issued pursuant thereto, and
the pronouncements of the Commission. To the kndgdeof Parent, neither Parent nor any of its Sidosés has taken or failed to take any
action which would prevent the Merger from constitg a reorganization within the meaning of sec86® of the Code.

5.7 ACCURACY OF DOCUMENTS AND INFORMATION. The cags of all instruments, agreements, other docunsrdswritten
information delivered by Parent to the Companyt®counsel are and will be complete and correatlimaterial respects as of the date of
delivery thereof. No representations or warramiasle by Parent in this Agreement, nor any docunaitten information, statement,
financial statement, letter, certificate or exhimieépared and furnished or to be prepared andstuedi by Parent or its representatives to the
Company pursuant hereto or in connection with thesactions contemplated hereby, contains or wiltain any untrue statement of material
fact, or omits or will omit to state a material faecessary to make the statements or facts cedlthierein or therein not misleading. There is
no presently existing event, fact or condition tvatld have a Parent Material Adverse Effect ot ttmauld reasonably be expected to do so,
which has not been set forth in this Agreemenherexhibits hereto.

5.8 COMPANY OPTIONS. Parent acknowledges that #wting of all Company Options will accelerate & Hifective Time.
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ARTICLE 6
COVENANTS

6.1 ALTERNATIVE PROPOSALS.

(a) Upon execution and delivery of this Agreeméms, Company, its affiliates and their respectiviicefs, directors, employees,
representatives and agents shall immediately @asexisting discussions or negotiations, if amnducted with any parties heretofore with
respect to any acquisition of all or any materi@ttion of the assets of, or any equity interesthie, Company or any business combination
with the Company. Notwithstanding the foregoingg @ompany may issue Company Common Stock issupble exercise of the Company
Options outstanding on the date hereof and purdoghe Stock Purchase Plan, subject to the lifoitatset forth in Section 3.2(d)(iv).

(b) Prior to the Closing Date, the Company mayelydh response to unsolicited requests theretonish non-public information regarding
itself to any corporation, partnership, persontbeoentity or group in respect of, and may pagrtite in discussions and negotiate with such
entity or group concerning, a business combinatiogrger, sale of material assets, sale of shareapital stock or similar transaction
involving the Company (a "Transaction"), providéadtt(i) such entity or group has submitted a wrifteoposal to the Board of Directors of
the Company relating to any such Transaction (dtefAative Proposal"), (ii) the entity or group ergt into confidentiality agreements with
the Company with respect to such non-public infdiomg and (iii) the Company Board, by a majorityteiodetermines in its good faith
judgment, based as to legal matters on the writtieice of legal counsel, that failing to take sackion would constitute a breach of
Company Board's fiduciary duty. The Company Boduwallgrovide a copy of any such written proposaPsrent and Merger Sub
immediately after receipt thereof, unless prohibitg the terms of such proposal.

(c) Neither the Company nor any of its affiliatasy any of such Persons' respective officers, thirecemployees, representatives or agents,
shall, directly or indirectly (i) encourage, sdljgdarticipate in or initiate discussions or negtitins with, or provide any information to, any
corporation, partnership, person or other entitgroup (other than Parent and Merger Sub, anyea#ibr associate of Parent and Merger Sub
or any designees of Parent and Merger Sub) comzpamy Transaction, or (ii) authorize, proposeroraunce an intention to authorize or
propose any Transaction (other than the Mergetgssrand until the Company has received an Altemd&roposal in writing and the
Company Board, by majority vote, has determineisigood faith judgment, based as to legal matiarthe written advice of legal counsel,
that failing to take such action would constitutereach of the Company Board's fiduciary duty; jed, however, that nothing herein shall
prevent the Company Board from taking, and disoip$o the Company's stockholders, a position coplated by Rules 14d-9 and 14e-2
promulgated under the Exchange Act with regarchiotander offers; provided, further, that the CompBoard shall not recommend that the
stockholders of the Company tender their sharesimection with any such tender offer unless then@any Board by a majority vote
determines in its good faith judgment, based dsgal matters on the written advice of legal colirtbat failing to take such action would
constitute a breach of the Company Board's fidydiaity.
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(d) Nothing in this Section 6.1 shall (i) permiet@ompany to terminate this Agreement (except esipally provided in Article 8 hereof),
(il) permit the Company to enter into any agreenveittt respect to a Transaction during the termhaf Agreement (it being agreed that
during the term of this Agreement, the Companylst@tlenter into any agreement with any personphatides for, or in any way facilitates,
a Transaction, other than a confidentiality agrerirecustomary form), or (iii) except as specifiggprovided in Article 8, affect any other
obligation of the Company under this Agreement.

6.2 INTERIM OPERATIONS OF THE COMPANY.

(a) Prior to the Effective Time, except as setHfant Section 6.2 of the Company Disclosure Schedubs contemplated by any other
provision of this Agreement, unless Parent hasextes in writing thereto, the Company:

() shall conduct its operations according to thesinal, regular and ordinary course in substapttah same manner as heretofore conducted;

(i) shall use its reasonable efforts to presentadt its business organizations and goodwill, keeegilable the services of its officers and
employees and maintain satisfactory relationshigis those persons having business relationshigs tvém;

(iii) shall not amend its Articles of Incorporation Bylaws;

(iv) shall promptly notify Parent of (A) any mataradverse change in its condition (financial dreptvise), business, properties, assets,
liabilities or the normal course of its busines®bits properties, (B) any material litigation ¢o,the extent known to the Company, any
material governmental complaints, investigationkesirings against or otherwise involving the Comyp@n communications indicating that
the same may be contemplated), or (C) the breaahyfepresentation or warranty of the Companyainatl herein;

(v) shall promptly deliver to Parent true and cotr@pies of any report, statement or scheduld fiethe Company with the Commission
subsequent to the date of this Agreement;

(vi) shall not enter into or amend any employmeatierance or similar agreements or arrangemertisamit of its directors or executive
officers, except (A) in the ordinary course of Imesis consistent with past practice, or (B) as atiserprovided in this Agreement;

(vii) shall not authorize, propose or announcerdg@rition to authorize or propose, or enter intootiegions or an agreement with respect to
any acquisition of assets or securities, any ditipasof assets or securities or any release @angqalshment of any contract rights, which
acquisitions, dispositions, releases or relinquishi® would be outside the ordinary course of bssimed would involve aggregate
consideration in excess of $100,000;

(viii) shall not issue any shares of capital stoclsecurities, except as permitted by the lastsmat of Section 6.1(a), or effect any stock split
or otherwise change its capitalization;
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(ix) shall not grant, confer or award any optioagpreciation rights, warrants, conversion righgstnicted stock, stock units, performance
shares or other rights, not existing on the datedfewith respect to any shares of its capitatistor other securities of the Company;

(x) shall not take any actions which would, or wbhbk reasonably likely to, prevent the Merger fruralifying as a reorganization within the
meaning of Section 368 of the Code;

(xi) shall not take any actions which would, or Wwbhe reasonably likely to, prevent the Merger froualifying as a transaction to be
accounted for as a pooling of interests in accardamth APB No. 16;

(xii) except as required by applicable law (in whizase prompt notice shall be given by the Compamarent), shall not amend in any
material respect the terms of the Company Ben#its? including without limitation any employmesgverance or similar agreements or
arrangements in existence on the date hereof,aptathy new employee benefit plans, programs angements or any employment,
severance or similar agreements or arrangements;

(xiii) shall not incur, create, assume or otherviseome liable for borrowed money or assume, gteearndorse or otherwise become
responsible or liable for the obligations of anlyeatindividual, corporation or other entity, excepthe ordinary course of business;

(xiv) shall not make any loans or advances to ghgroPerson, except in the ordinary course of lassin

(xv) shall not make any material tax election oftran in the ordinary course, or without the conséParent, which shall not unreasonably
be withheld, settle or compromise any materiallighility;

(xvi) shall not declare, set aside or pay any dinil or make any other distribution or payment wétspect to any shares of its capital stock or
other ownership interests;

(xvii) shall not directly or indirectly redeem, mimase or otherwise acquire any shares of its dapitek, or make any commitment for any
such action; provided that cashless exerciseok siptions shall not be in violation of this claysvii); and

(xviii) shall not agree, in writing or otherwis®, take any of the foregoing actions or take anipaathich would make any representation or
warranty in Article 4 hereof untrue or incorrectainy material respect as of the Closing Date.

6.3 MEETING OF STOCKHOLDERS. The Company will teddeaction necessary in accordance with applickbleand its Articles of
Incorporation and Bylaws to convene a Stockholdde®ting as promptly as practicable to considenastd upon the approval of this
Agreement and the transactions contemplated hetétigss the Company Board by a majority
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vote determines in its good faith judgment, basetbdegal matters on the written advice of legalresel, that taking such action would
constitute a breach of the Company Board's fidyaiarty, the Company Board shall recommend suchosahrand the Company shall take
all lawful action to solicit such approval, incladi, without limitation, timely mailing the Proxy &ement/Prospectus.

6.4 FILINGS; OTHER ACTIONS. Subject to the termslawonditions herein provided, the Company and Rateail: (a) use all reasonable
efforts to cooperate with one another in (i) defaeing which filings are required to be made priothe Effective Time with, and which other
consents, approvals, permits or authorizationseayeired to be obtained prior to the Effective Tifr@m, governmental or regulatory
authorities of the United States, the several statel foreign jurisdictions in connection with #eecution and delivery of this Agreement :
the consummation of the transactions contemplateelly and (ii) timely making all such filings anohély seeking all such consents,
approvals, permits or authorizations; and (b) Ulseeasonable efforts to take, or cause to be ta&kwther action and do, or cause to be done,
all other things necessary, proper or appropriatmhsummate and make effective the transactiomzeplated by this Agreement.

6.5 INSPECTION OF RECORDS. From the date herettie¢dEffective Time, each of the Company and Paskal (a) allow all designated
officers, attorneys, accountants and other reptatees of the other party reasonable access egadbnable times to its respective offices,
records and files, correspondence, audits and giepeas well as to all information relating te iespective commitments, contracts, titles
and financial position, or otherwise pertainingtsorespective business and affairs, (b) furnistihéoother party and the other party's counsel,
financial advisors, auditors and other authorizggtesentatives such financial and operating data#rer information as such persons may
reasonably request and (c) instruct its respeetinployees, counsel and financial advisors to caiperith the other party in the other party's
investigation of its respective business.

6.6 PUBLICITY. The initial press release relatigthis Agreement shall be a joint press releasdl@m@after, until the Effective Time, the
Company and Parent shall, subject to their resgetggal obligations (including requirements ofcétexchanges and similar self regulatory
bodies), consult with each other, and use reasereifarts to agree upon the text of any press seldaefore issuing any such press release or
otherwise making public statements with respethédransactions contemplated hereby and in makirydgilings with any federal or state
governmental or regulatory agency or with any metisecurities exchange with respect thereto.

6.7 PROXY STATEMENT/PROSPECTUS.

(a) Parent and the Company shall cooperate andgilpprepare and Parent shall file with the Comimis&s soon as practicable a
Registration Statement on Form S-4 under the SezuiAct (the "Registration Statement"), with resge the Parent Common Stock issuable
in the Merger, which Registration Statement shatitain the proxy statement with respect to the mgetdf the stockholders of the Company
in connection with the Merger (the "Proxy Statenfiérdspectus”).
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(b) The parties will cause the Proxy Statementfirolis, and Parent will cause the RegistratioreBtant, to comply as to form in all
material respects with the applicable provisionthefSecurities Act, the Exchange Act and the ratesregulations thereunder. Parent shall
use all reasonable efforts, and the Company shapje@rate with Parent, to have the RegistratioreStant declared effective by the
Commission as promptly as practicable.

(c) The information supplied by the Company forirston or incorporation by reference in the Proxgt&ment/Prospectus and the
Registration Statement shall not (i) at the tine Registration Statement is declared effectiviatithe time the Proxy Statement/Prospectus
(or any amendment thereof or supplement theretiisismailed to holders of Company Common StodR, gt the time of the Stockholders'
Meeting, or (iv) at the Effective Time, contain amytrue statement of a material fact or omit téestematerial fact required to be stated
therein or necessary to make the statements thémneime light of the circumstances under whichytaee made, not misleading, and shall
comply as to form and substance with the requiresneiithe Securities Act and the Exchange Act.

(d) The information supplied by Parent for inclusiar incorporation by reference in the Proxy StaetfProspectus and the Registration
Statement shall not (i) at the time the RegistraStatement is declared effective, (ii) at the tiime Proxy Statement/Prospectus (or any
amendment thereof or supplement thereto) is figted to holders of Company Common Stock, (iiijhet time of the Stockholders' Meeting,
or (iv) at the Effective Time, contain any untrdatement of a material fact or omit to state a matéact required to be stated therein or
necessary to make the statements therein, inghedf the circumstances under which they are maalemisleading, and shall comply as to
form and substance with the requirements of then®exs Act and the Exchange Act.

(e) No amendment or supplement to the Proxy StatdRPmspectus will be made by the Company or Pavéghbut the approval of the other
(except to the extent such amendment or supplemearporates by reference other filings of the Campor Parent). Parent will advise the
Company, promptly after it receives notice therebthe time when the Registration Statement hastne effective or any supplement or
amendment has been filed, the issuance of anyostlsy, the suspension of the qualification of theeRt Common Stock issuable in
connection with the Merger for offering or saleaimy jurisdiction, or any request by the Commisg@mmamendment of the Proxy
Statement/Prospectus or the Registration Stateomer@mments thereon and responses thereto or tsquethe Commission for additional
information.

6.8 AFFILIATE LETTERS. Promptly after the date hefieghe Company shall deliver to Parent a list afnes and addresses of those persons
who were, in the Company's reasonable judgmerdf tee record date for the Stockholders' MeetinffiliAtes of the Company. The

Company shall provide Parent such information amtlichents as Parent shall reasonably request veifeceto such Affiliates. The

Company shall use all reasonable efforts to deliverause to be delivered to Parent, prior to tlesi@g Date, from each of the Affiliates of
the Company identified in the foregoing list, afilate letter in form and substance reasonablyeptable to Parent in order to satisfy the
requirements of Rule 145 of the Securities Act ARB No. 16 (collectively, "Affiliate Letters"). Pant shall be entitled to place legends as
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specified in such Affiliate Letters on the certfies evidencing any Parent Common Stock to bevettdiy such Affiliates pursuant to the
terms of this Agreement, and to issue appropri@e sansfer instructions to the transfer agenttierParent Common Stock, consistent with
the terms of such Affiliate Letters. Subject to theeipt by Parent of satisfactory representatitswarranties from the relevant holders
and/or brokers, such legends shall be removedatdtsansfer instructions terminated at the edrpessible date under all applicable laws
and regulations.

6.9 EXPENSES. Whether or not the Merger is consutathall costs and expenses incurred in conneetiinthis Agreement and the
transactions contemplated hereby shall be paithéyparty incurring such expenses except as exgrpsslided herein and except that the
filing fee in connection with the filing of the Ristration Statement or Proxy Statement/Prospeciiisthe Commission and the expenses
incurred in connection with printing and mailingetRegistration Statement and the Proxy Statemeasectus shall be shared equally by the
Company and Parent.

6.10 EMPLOYEE BENEFITS.

(a) From and after the Effective Time, Parent spadvide or cause the Surviving Corporation to jmeuo persons who are employees of the
Company at the Effective Time and who will contirageemployees of the Surviving Corporation afterEffective Time (the "Company
Personnel”) the same employee compensation andityglaes, programs and arrangements as are prov@ether employees of Parent
employed in similar capacities to such Company étersl; provided, however, that subject to the foieg, Parent shall not be precluded
from amending or terminating any particular plammgram or arrangement, or from substituting anyhqulans, programs or arrangements
with plans, programs or arrangements applicableaamadable to other employees of Parent and itsiidries.

(b) Following the Effective Time, Parent shall cadise benefit plans covering the Company Persdotielving the Effective Time (the
"Future Benefit Plans") to continue to recognize $krvice credit of the Company Personnel accraed the Effective Time under the
Company Benefit Plans for purposes of participat@igibility and vesting of benefits, to the ext@ermissible by the terms of such Future
Benefit Plans.

6.11 AGREEMENTS. Between the date hereof and tlesi@d Date, the Company shall not enter into amgement which the Company
knows or has reason to know is reasonably likelyatose any major customer of the Company to tetmisiay material contracts, agreements
or other obligations that exist between that custoam the one hand, and the Company (or the Comfeilowing the Merger), on the other
hand and the Company shall take all reasonableraappropriate to an effort to avoid such termonati

6.12 TAKEOVER STATUTE. If any "fair price,” "moratiam,” "control share acquisition” or other formaniti-takeover statute or regulation
shall become applicable to the transactions corlesthhereby, the Company and the Company Boattigghat such approvals and take
such actions as are reasonably necessary so ¢hmaitisactions contemplated hereby may be consuedraatpromptly as practicable on the
terms contemplated hereby and otherwise act tarediim or minimize the effects of such statute gutation on the transactions contemple
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hereby; provided, however, that the Company andCttrapany Board shall not be required to grant sysgrovals or take such actions if the
Company Board, by majority vote, determines irgited faith judgment, based as to legal matterhiemritten advice of legal counsel, that
granting such approvals or taking such actions @oohstitute a breach of the Company's Board'si@ty duties.

6.13 INTERIM OPERATIONS OF PARENT.

(a) Prior to the Effective Time, except as conteatgd by any other provision of this Agreement, ssiithe Company has consented in writing
thereto, Parent:

(i) shall promptly notify the Company of (A) any tedal adverse change in its condition (financiabtherwise), business, properties, assets,
liabilities or the normal course of its busines®bits properties, (B) any material litigation ¢o,the extent known to Parent, any material
governmental complaints, investigations or hearagginst or otherwise involving Parent (or commations indicating that the same may be
contemplated), or (C) the breach of any represientatr warranty of Parent contained herein;

(i) shall promptly deliver to the Company true atairect copies of any report, statement or scleefiled by Parent with the Commission
subsequent to the date of this Agreement;

(iii) shall not take any actions which would, orwul be reasonably likely to, prevent the Mergenfrgualifying as a reorganization within |
meaning of Section 368 of the Code;

(iv) shall not take any actions which would, or Wwbhe reasonably likely to, prevent the Merger froualifying as a transaction to be
accounted for as a pooling of interests in accardamth APB No. 16; and

(b) shall not agree, in writing or otherwise, tkaany of the foregoing actions or take any actiich would make any representation or
warranty in Article 5 hereof untrue or incorrectainy material respect as of the Closing Date.

6.14 DIRECTORS' AND OFFICERS' INDEMNIFICATION ANCNSURANCE.

(a) The Articles of Incorporation and By-laws oétSurviving Corporation shall contain the respecpivovisions that are set forth, as of the
date of this Agreement, in the Articles of Incoratimn and the Byaws of the Company dealing with indemnificationodficers, directors an

employees of the Company and other persons sptifezein, which provisions shall not be amendepealed or otherwise modified for a

period of six years from the Effective Time in angnner that would affect adversely the rights theder with respect to actions or events

occurring prior to the Effective Time of individisalvho were entitled to such indemnification priothe Effective Time.

(b) The Surviving Corporation shall maintain ineff for at least six years from the Effective Tidiectors' and officers' liability insurance
with an insurance company rated at least "A" by ABdst Company, covering the persons who, as afiaie of this
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Agreement, are covered by the Company's diredarsofficers' liability insurance policy (the "Cant Policy”). The coverage provided by
the directors' and officers' liability insuranceimained by the Surviving Corporation shall be sabsally similar to the coverage provided
the Current Policy.

(c) Parent shall guarantee the obligations of th&i8ing Corporation provided by this Section 6.14.

(d) This Section 6.14 shall survive the consumnmatibthe Merger, is intended to benefit the Compaing Surviving Corporation and each
indemnified party, and shall be enforceable byitldemnified parties.

6.15 RULE 145 COMPLIANCE. For so long as resaleshafres of Parent Common Stock issued pursuahetblérger are subject to the
resale restrictions set forth in Rule 145 underSbeurities Act, Parent will use reasonable effartsomply with Rule 144(c)(1) under the
Securities Act.

6.16 TAX MATTERS. Each party represents and wasamthe other parties that the statements inthegsed form of certificate of such
party (each, a "Party's Certificate" and, togettier,"Parties' Certificates") to be delivered bgtsparty in connection with the opinions to be
delivered pursuant to Article 7 are true and cdrascof the date hereof, assuming for purposeisi®tentence that the Merger had been
consummated on the date hereof. Each party adragsat and prior to the Effective Time, it willtriake any action that would cause any of
the statements in such party's Party's Certifizatee false as of the Effective Time. Unless (drahtonly to the extent) otherwise required by
a "determination” (as defined in Section 1313(adflthe Code) or by a similar applicable provisadfrstate or local income or franchise tax
law, each party agrees (i) to report the Mergealbtax returns and other filings as a tax-freeganization within the meaning of

Section 368(a) of the Code and (ii) not to take position in any audit, administrative proceedimgdjtigation that is inconsistent with the
characterization of the Merger as such a reorgtaiza

ARTICLE 7
CONDITIONS TO CLOSING

7.1 CONDITIONS TO EACH PARTY'S OBLIGATION TO EFFECTHE MERGER. The respective obligation of eachy#oteffect the
Merger shall be subject to the fulfillment at oigprto the Closing Date of the following conditions

(a) This Agreement and the transactions contenplageeby shall have been approved by the requistt2of the holders of the issued and
outstanding shares of capital stock of the Company.

(b) None of the parties hereto shall be subjeantporder or injunction of a court of competentgdiction in the United States which
prohibits the consummation of the transactionseoplated by this Agreement. In the event any sudbrar injunction shall have been
issued, each party agrees to use its best effohltauve any such injunction lifted.
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(c) The Registration Statement shall have becoffieetéfe and shall be effective at the Effective &irand no stop order suspending
effectiveness of the Registration Statement skaadktbeen issued, no action, suit, proceeding @sinyation by the Commission to suspend
the effectiveness thereof shall have been initiatetibe continuing, and all material approvals usthite securities laws relating to the
issuance or trading of the Parent Common Stocletisdued to the Company stockholders in conneutitinthe Merger shall have been
received.

(d) All consents, authorizations, orders and apgisowf (or filings or registrations with) any gomaerental commission, board or other
regulatory body required in connection with theax®n, delivery and performance of this Agreensdrall have been obtained or made,
except for the filing of the Articles of Merger aady other documents required to be filed afterBffective Time and except where the
failure to have obtained or made any such consethorization, order, approval, filing or registoatwould not have a material adverse ef
on the business of Parent (and its Subsidiaried}tzenCompany, taken as a whole, following the &ffe Time.

7.2 CONDITIONS TO OBLIGATION OF THE COMPANY TO EFRET THE MERGER. The obligation of the Company tceeffthe
Merger shall be subject to the fulfillment at oigprto the Closing Date of the following conditions

(a) Parent shall have performed in all materigbeess its agreements contained in this Agreemeyuiined to be performed on or prior to the
Closing Date, the representations and warranti€aofnt and Merger Sub contained in this Agreemedtin any document delivered in
connection herewith shall be true and correctlimalterial respects as of the Closing Date, exttegitthose representations and warranties
which address matters only as of a particular dagdl have been true and correct as of such datiethe Company shall have received a
certificate of an executive officer of Parent, detiee Closing Date, certifying to such effect.

(b) The Company shall have received, prior to fifrecéive date of the Registration Statement, thi@iop of Chrisman, Bynum & Johnson,
P.C., counsel to the Company, to the effect thaMlerger will be treated for federal income taxgmsges as a reorganization within the
meaning of section 368(a) of the Code, and thaCibrapany, Parent and Merger Sub each will be § pathat reorganization within the
meaning of section 368(b) of the Code, and such $ihall have reconfirmed such opinion as of thesi@ip Date. In rendering such opinion,
Chrisman, Bynum & Johnson, P.C. may require andugbn such certificates of the Company, ParentMerdyer Sub and/or their respective
officers or principal stockholders as are custonfarysuch opinions.

(c) From the date of this Agreement through the&ffe Time, there shall not have occurred a Paviettiérial Adverse Effect.

7.3 CONDITIONS TO OBLIGATION OF PARENT AND MERGERUB TO EFFECT THE MERGER. The obligations of Parand
Merger Sub to effect the Merger shall be subjethéofulfillment at or prior to the Closing Date thie following conditions:
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(a) The Company shall have performed in all mategigpects its agreements contained in this Agreéneguired to be performed on or prior
to the Closing Date, the representations and waesanf the Company contained in this Agreementiarahy document delivered in
connection herewith shall be true and correctlimalterial respects as of the Closing Date, exttggitthose representations and warranties
which address matters only as of a particular dlagdl have been true and correct as of such datieParent shall have received a certifica
an executive officer of the Company, dated the i@pHate, certifying to such effect.

(b) Parent shall have received a letter of Arthadérsen LLC, its independent public accountantgdias of the Closing Date, in form and
substance reasonably satisfactory to Parent, gttitat such accountants concur with managementtdusion that the Merger will qualify as
a transaction to be accounted for in accordande tivé pooling of interests method of accountingeurtle requirements of APB No. 16.

(c) Parent shall have received, prior to the effeatiate of the Registration Statement, the opiwnibfihelen Reid & Priest LLP, counsel to
Parent and Merger Sub, to the effect that the Mexglebe treated for federal income tax purposes aeorganization within the meaning of
section 368(a) of the Code, and that the Compaangr? and Merger Sub each will be a party to thatganization within the meaning of
section 368(b) of the Code, and such firm shalkh@eonfirmed such opinion as of the Closing Ditteendering such opinion, Thelen Reid
& Priest LLP may require and rely upon such cedifes of the Company, Parent and Merger Sub atidorrespective officers or principal
stockholders as are customary for such opinions.

(d) The Stock Purchase Plan shall have been tetadirzand any stock and/or cash distributed therewemiset forth in Section 3.2(d)(iv).
(e) From the date of this Agreement through the&i¥e Time, there shall not have occurred a Compdaterial Adverse Effect.

ARTICLE 8
TERMINATION

8.1 TERMINATION BY MUTUAL CONSENT. This Agreementay be terminated and the Merger may be abandoreay&tme prior to
the Effective Time, before or after the approvatto$ Agreement by the stockholders of the Comphagyhe mutual consent of Parent and
Company.

8.2 TERMINATION BY EITHER PARENT OR THE COMPANY. Tt Agreement may be terminated and the Merger neaghlandoned by
action of the Board of Directors of either Parenth@ Company if (a) the Merger shall not have bemmsummated by December 31, 2000, or
(b) the approval of the Company's stockholdersirediby Section 7.1(a) shall not have been obtaaigtle Stockholders' Meeting or any
adjournment thereof, or (c) a United States fedaratate court of competent jurisdiction or Unittadtes federal or state governmental,
regulatory or administrative agency or commissiallshave issued an order, decree or ruling orrtaey other action permanently
restraining, enjoining or otherwise
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prohibiting the transactions contemplated by thigeement and such order, decree, ruling or oth@rashall have become final and non-
appealable; provided, that the party seeking toiteate this Agreement pursuant to this paragrapbHhall have used all reasonable efforts to
remove such injunction, order or decree; and pexich the case of a termination pursuant to papy(a) of this Section 8.2, that the
terminating party shall not have breached in antene respect its obligations under this Agreemerany manner that shall have
proximately contributed to the failure to consumenthie Merger by December 31, 2000.

8.3 TERMINATION BY THE COMPANY. This Agreement mde terminated and the Merger may be abandonedydinaa prior to the
Effective Time, before or after the adoption angrapal by the stockholders of the Company refeteeith paragraph (a) of Section 7.1, by
action of the Company Board, if (a) the Companyr#phy majority vote, determines in its good fgitdigment, based as to legal matters on
the written advice of legal counsel, that termingtihis Agreement and abandoning the Merger isiredjitoy the Company Board's fiduciary
duties, or (b) there has been a breach by Paréveger Sub of any representation or warranty doathin this Agreement that has had or is
reasonably likely to have a Parent Material Advé&tfect, which breach is not curable or, if curaliéenot cured within 30 days after written
notice of such breach is given by the Company tefaor (c) there has been a material breachybéthe covenants or agreements set {

in this Agreement on the part of Parent, which tinda not curable or, if curable, is not cured witBO days after written notice of such
breach is given by the Company to Parent.

8.4 TERMINATION BY PARENT. This Agreement may berténated and the Merger may be abandoned at amygiior to the Effective
Time, by action of the Board of Directors of Paréihfa) the Company Board shall have (i) withdrammmodified in a manner materially
adverse to Parent its approval or recommendatiahi®fAgreement or the Merger or (ii) recommendediliernative Proposal to the
Company stockholders, or (b) there has been albt®athe Company of any representation or warraatyained in this Agreement that has
had or is reasonably likely to have a Company Maltémdverse Effect, which breach is not curableifocurable, is not cured within 30 days
after written notice of such breach is given byegato the Company, or (c) there has been a mbbeaach of any of the covenants or
agreements set forth in this Agreement on theqdatte Company, which breach is not curable azuifable, is not cured within 30 days after
written notice of such breach is given by ParenthtoCompany.

8.5 EFFECT OF TERMINATION AND ABANDONMENT.

(a) If this Agreement is terminated by the CompaniParent pursuant to Section 8.2(b), 8.3(a) ofaj.4nd (x) prior to such termination, a
proposal with respect to a Transaction shall haentmade, and (y) within two

(2) years after such termination, either the Compariers into any agreement with respect to a B@imn whereby any third party shall
acquire beneficial ownership of more than 50% ef@mpany's (i) outstanding shares of voting stwdfi) assets (measured by fair market
value), then the Company shall pay Parent, by tkénesfer of immediately available funds, a fee (fhermination Fee") of Five Million
Dollars ($5,000,000) within fifteen (15) businesgyd after the execution of such agreement or theuwramation of such acquisition
(whichever shall first occur).
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(b) The Company acknowledges that the agreementaioed in this

Section 8.5 are an integral part of the transasttmntemplated in this Agreement, and that, witllbese agreements, Parent and Merger Sub
would not enter into this Agreement; accordinglythe Company fails to promptly pay the Terminatiege when due and, in order to obtain
such payment, Parent or Merger Sub commences wisigi results in a judgment against the Compamy Gompany shall reimburse Parent
for its costs and expenses (including attornegs)fencurred in connection with such suit, togethigh interest on the amount of the
Termination Fee at the prime rate, as then quatddhe Wall Street Journal, from the date the Teatnim Fee was required to be paid.

(c) In the event of termination of this Agreementighe abandonment of the Merger pursuant to thiglé 8, all obligations of the parties
hereto shall terminate, except (i) the obligatiohthe parties set forth in this

Section 8.5 and Section 6.9, (ii) the provisionSettions 9.3, 9.6, 9.9 and 9.13, and (iii) the fCiemtiality Agreement previously executed
between the Company and Parent (the "Confidentialireement"). Moreover, in the event of terminataf this Agreement pursuant to
Section 8.3 or 8.4, nothing herein shall prejudiezability of the nonbreaching party from seekitagnages, after taking into account payr
of the Termination Fee, if such fee has been gaid) any other party for any willful breach of ttAgreement, including without limitation,
attorneys' fees and the right to pursue any reragthw or in equity.

8.6 EXTENSION; WAIVER. At any time prior to the Efftive Time, any party hereto, by action takentbyBioard of Directors, may, to the
extent legally allowed, (a) extend the time for geeformance of any of the obligations or othes attthe other parties hereto, (b) waive any
inaccuracies in the representations and warramtgete to such party contained herein or in any dectrelivered pursuant hereto and (c)
waive compliance with any of the agreements or itimmd for the benefit of such party contained irerAny agreement on the part of a party
hereto to any such extension or waiver shall belhmlly if set forth in an instrument in writinggsied on behalf of such party.

ARTICLE 9
GENERAL PROVISIONS

9.1 NONSURVIVAL OF REPRESENTATIONS, WARRANTIES ANDOVENANTS. The representations, warranties and cants in this
Agreement or in any instrument delivered pursuaithis Agreement shall not survive the Merger; mted, however, that the covenants
contained in Article 3, Section 6.9, Section 6.1hd this Article 9 shall survive the Merger, but betyond the extent, if any, specified therein.

9.2 NOTICES. Any notice required to be given hedarrshall be sufficient if in writing, and sent facsimile transmission and by courier
service (with proof of service), hand delivery ertdied or registered mail (return receipt reqedsind first-class postage prepaid), addressec
as follows:
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If to Parent or Merger Sub:

Advanced Energy Industries, Inc.
1625 Sharp Point Drive
Fort Collins, Colorado 80525

Attn.: Richard P. Beck
Facsimile: (970) 407-5300

with copies to:

Thelen Reid & Priest LLP
333 West San Carlos Street, 17th Floor San José51A0-2701
Attn.: Jay L. Margulies, Esq. Facsimile: (408) 28740

If to the Company:

Engineering Measurements Company
600 Diagonal Highway
Longmont, Colorado 80501

Attn.: Charles E. Miller
Facsimile: (303) 678-7152

with copies to:

Chrisman, Bynum & Johnson, P.C. 1900 Fifteenthe$tre
Boulder, CO 80302

Attn: G. James Williams, Jr.

Facsimile: (303) 449-5426

or to such other address as any party shall spbgifyritten notice so given, and such notice shalleemed to have been delivered as of the
date so telecommunicated, personally deliveredaileih.

9.3 ASSIGNMENT; BINDING EFFECT. Neither this Agreent nor any of the rights, interests or obligatibeseunder shall be assigned by
any of the parties hereto (whether by operatiolawfor otherwise) without the prior written consefithe other parties. Subject to the
preceding sentence, this Agreement shall be bingiyag and shall inure to the benefit of the pattieseto and their respective successors anc
assigns. Notwithstanding anything contained in #gseement to the contrary (except as providedectiBn 6.14), nothing in this Agreement,
expressed or implied, is intended to confer on@argon other than the parties hereto or their msgeheirs, successors, executors,
administrators and assigns any rights, remedidigations or liabilities under or by reason of tihigreement.

9.4 ENTIRE AGREEMENT. This Agreement, the Exhibttsg Company Disclosure Schedule, the Confidettidlgreement and any
documents delivered by the parties in
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connection herewith constitute the entire agreerasming the parties with respect to the subjectanatireof and supersede all prior
agreements and understandings among the partiesesjpect thereto. No addition to or modificatidraoy provision of this Agreement shall
be binding upon any party hereto unless made itingrand signed by all parties hereto.

9.5 AMENDMENT. This Agreement may be amended byghdies hereto, by action taken by their respedéiwards of Directors, at any
time before or after approval of the Merger by steckholders of the Company, but after any suctkstmlder approval, no amendment shall
be made which by law requires the further appro¥atockholders without obtaining such further awad. This Agreement may not be
amended except by an instrument in writing signetehalf of each of the parties hereto.

9.6 GOVERNING LAW. This Agreement shall be goveridand construed in accordance with the laws @f3tate of Colorado without
regard to its rules of conflict of laws.

9.7 COUNTERPARTS. This Agreement may be executethbyarties hereto in separate counterparts, @aghich when so executed and
delivered shall be an original, but all such coypdets shall together constitute one and the sastaument. Each counterpart may consist
number of copies hereof each signed by less thabutltogether signed by all of the parties hereto

9.8 HEADINGS. Headings of the Articles and Sectiohthis Agreement are for the convenience of thei@s only, and shall be given no
substantive or interpretive effect whatsoever.

9.9 INTERPRETATION. In this Agreement, unless tloatext otherwise requires, words describing thgudar number shall include the
plural and vice versa, and words denoting any geslai! include all genders and words denoting na@feersons shall include corporations,
partnerships and other business entities and sy

9.10 WAIVERS. Except as provided in this Agreemenataction taken pursuant to this Agreement, inalgidwithout limitation, any
investigation by or on behalf of any party, sha&ldeemed to constitute a waiver by the party takingh action of compliance with any
representations, warranties, covenants or agresmentained in this Agreement. The waiver by anyypaereto of a breach of any provision
hereunder shall not operate or be construed asvamat any prior or subsequent breach of the sarmany other provision hereunder.

9.11 INCORPORATION OF EXHIBITS. The Company Disalos Schedule and all Exhibits attached hereto efaired to herein are hereby
incorporated herein and made a part hereof fqruajposes as if fully set forth herein.

9.12 SEVERABILITY. Any term or provision of this Agement which is invalid or unenforceable in anysfliction shall, as to that
jurisdiction, be ineffective to the extent of suntalidity or unenforceability without renderingvalid or unenforceable the remaining tet
and provisions of this Agreement or affecting tladidity or enforceability of any of the terms oopisions of this Agreement in any other
jurisdiction. If any provision of this Agreementds broad as to be unenforceable, the provisiolh Ishanterpreted to be only so broad a
enforceable.
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9.13 ENFORCEMENT OF AGREEMENT. The parties herejrea that irreparable damage would occur in thetewat any of the
provisions of this Agreement was not performeddocadance with its specific terms or was othenkissached. It is accordingly agreed that
the parties shall be entitled to an injunctionmuictions to prevent breaches of this Agreemedttarenforce specifically the terms and
provisions hereof in any Colorado court, this bamgddition to any other remedy to which they anétled at law or in equity.

9.14 KNOWLEDGE. For purposes of this Agreement,"{@)he knowledge of the Company" or words of likgort shall mean to the
knowledge of Charles Miller or William Ringer, affn) "to the knowledge of Parent" or words of likeport shall mean to the knowledge of
Douglas Schatz, Richard Beck or Joseph Monkowski.
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IN WITNESS WHEREOF, the parties have executedAlgieement and caused the same to be duly delivareldeir behalf on the day and

year set forth in the Preamble her¢

COMPANY:

MERGER SUB:

PARENT:

ENGINEER
By:
Name:
Title:
FLOW ACQ
ADVANCED
By:
Name:
Title:

37
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ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD START
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSE!
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS BASIC

EPS DILUTED

6 MOS
DEC 31 200
JAN 01 2001
JUN 30 200

17,79(

201,22
54,11
(582)
33,91(
311,87
40,29
(21,356
347,47
32,47¢
135,00(
0

0

29
178,78°
347,47
150,83°
150,83°

77,79

77,79

39,46¢

0
4,11:

34,50

12,51¢

22,06¢
0

0

0
22,06¢
0.7€
0.7¢



ARTICLE 5

RESTATED:
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD START
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSE!
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS BASIC

EPS DILUTED

YEAR !
DEC 31 199
JAN 01 199
DEC 31 199

12,32t
15,83¢
16,62:

(622)
22,35!
75,54’
30,48¢

(14,525

103,60t

13,62¢
0

0

0

27
89,16¢
103,60¢
130,33¢
130,33¢
92,33:
92,33:
53,17¢
0

431
(14,927
(3,790
(11,137
0

0

0
(11,137
(0.41
(0.40

3 MOS!
DEC 31 199
JAN 01 199!

MAR 31 199¢
11,79:
15,00¢
23,00¢

(596
23,25:
81,06(
31,63:
(15,677
108,27(
17,00¢
0

0

0

27
90,55(
108,27(
33,93:
33,93:
20,25’
20,25’
12,53:

42
1,07C
51c
557
0

0

0
557
0.0z
0.0z

6 MOS!
DEC 31 199
JAN 01 199
JUN 30 199

11,39¢
14,20¢
31,76(

(599,
24 54¢
88,87’
32,05¢

(15,607

116,30!
22,08¢
0

0

0

27
93,45:
116,30!
77,20
77,20
44 58:
44 58:
26,97«

97
5,60¢
2,272
3,33¢

0

0

0
3,33¢
0.1Z
0.1Z

9 MOS!
DEC 31 199
JAN 01 199!
SEP 30 199

11,28°
17,32¢
38,73t
(595)
24,79¢
98,55¢
33,19:
(16,978
127,94(
23,92¢
0

0

0

28
102,68:
127,94(
130,11¢
130,11¢
74,17:
74,17:
42,49¢

154
14,477
5,58¢
8,88¢

8,88¢
0.3¢
0.31

1 RESTATED PER POOLING MERGER OF ADVANCED ENERGY & M® HOLDINGS, INC. IN Q2 200!

YEAR !
DEC 31 199
JAN 01 199!
DEC 31 199

20,30:
186,44(
45,33¢
(577)
26,45¢
284,68t
35,55"

(18,256

319,06

30,71¢

135,00(

0
0
29

151,92:

319,06

191,57

191,57

106,20¢

106,20¢
59,47¢
0
1,41€
27,441
10,35:
17,02:
0

0

0
17,02:
0.62
0.5¢



ARTICLE 5

RESTATED:
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD START
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSE!
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS BASIC

EPS DILUTED

1 RESTATED PER POOLING MERGER OF ADVANCED ENERGY & M® HOLDINGS, INC. IN Q2 200!

3 MOS!
DEC 31 200
JAN 01 2001

MAR 31 200(
17,99:
198,71
51,15¢

(583)

29,33
302,44
37,39t

(19,752

336,50
35,42'
135,00(
0

0

29
164,81
336,50
70,25:
70,25:
36,55(
36,55(
18,66(
0

2,02t
15,23:
5,21(
10,03¢
0

0

0
10,03¢
0.3
0.3¢

End of Filing
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