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PART | FINANCIAL INFORMATION
ITEM 1. UNAUDITED FINANCIAL STATEMENTS
ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

March 31, December 31,
2003 2002
(Unaudited) (Unaudited)
ASSETS
CURRENT ASSETS
Cash and cash equivale $ 58,30: $ 70,18¢
Marketable securitie 102,51¢ 102,15¢
Accounts receivable, n 40,91t 43,88¢
Income tax receivabl 13,76¢ 14,72(
Inventories 55,952 57,30¢
Other current asse 5,40z 6,82¢
Deferred income tax assets, 22,89¢ 17,51(
Total current asse 299,75: 312,59t
PROPERTY AND EQUIPMENT, ne 40,77 41,17¢
OTHER ASSETS
Deposits and othe 4,711 5,181
Goodwill and intangibles, n 86,42( 86,60
Demonstration and customer service equipment 6,66( 6,08¢
Deferred debt issuance costs, 3,81¢ 4,091
Total asset $442,13( $455,73:
I L]
LIABILITIES AND STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES:
Trade accounts payak $ 14,55¢ $ 16,05¢
Accrued payroll and employee bene 9,17¢ 9,34¢
Other accrued expens 19,761 19,96¢
Acquisition related escro — 1,67¢
Customer deposi 332 77
Capital lease obligations, current port 42% 691
Senior borrowings, current portit 13,86 14,50¢
Accrued interest payable on convertible subordohatetes 1,601 2,33¢
Total current liabilities 59,71t 64,65¢
LONG-TERM LIABILITIES:
Capital leases, net of current port 64¢ 66¢
Senior borrowings, net of current porti 8,70 9,99¢
Deferred income tax liabilities, n 8,771 8,66:
Convertible subordinated notes paye 187,71¢ 187,71
Other lon¢-term liabilities 742 694
206,59( 207,74
Total liabilities 266,30! 272,39:
STOCKHOLDERY EQUITY 175,82! 183,33¢
Total liabilities and stockholde’ equity $442,13( $455,73:



The accompanying notes to condensed consolidataddial statements
are an integral part of these condensed consatidatiance sheets.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)

Three Months Ended March 31,

2003 2002
(Unaudited) (Unaudited)
SALES $ 56,15¢ $ 42,881
COST OF SALE¢ 38,20¢ 29,51
Gross profi 17,95( 13,37¢
OPERATING EXPENSES
Research and developm 13,361 11,24¢
Sales and marketir 8,33( 6,751
General and administrati\ 5,62¢ 6,79¢
Restructuring charge 1,50¢ —
Total operating expens 28,83¢ 24,797
LOSS FROM OPERATION! (20,88 (11,429
OTHER (EXPENSE) INCOME
Interest incom 52C 94(
Interest expens (2,86€) (3,297%)
Foreign currency (loss) ga (78) 11t
Other (expense) income, r (32¢) 24t
(2,750 (1,997
Loss before income taxi (13,63%) (13,420
BENEFIT FOR INCOME TAXES (5,045) (4,697)
NET LOSS $ (8,590 $ (8,729
| |
BASIC AND DILUTED LOSS PER SHARI $ (0.29) $ (0.29)
| |
BASIC AND DILUTED WEIGHTED-AVERAGE COMMON SHARES
OUTSTANDING 32,15¢ 31,87
| |

The accompanying notes to condensed consolidataddial statements
are an integral part of these condensed consotidatements.
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash usegerating activitie--
Depreciation and amortizatic
Amortization of deferred debt issuance ct
Amortization of deferred compensati
Benefit for deferred income tax
Impairment of investmer
Loss on disposal of property and equiprr
Changes in operating assets and liabilities (nesséts and liabilities acquire--
Accounts receivable, n
Inventories
Other current asse
Deposits and othe
Demonstration and customer service equipr
Trade accounts payak
Accrued payroll and employee bene
Customer deposits and other accrued expe
Income taxes payable/receivable,

Net changes in operating assets and liabilitiesqhassets and liabilities acquire
Net cash used in operating activit
CASH FLOWS FROM INVESTING ACTIVITIES
Marketable securities transactic
Purchase of property and equipm
Investments and advanc
Acquisition of Aera Japan Limited, net of cash aceq
Acquisition of Dressler HF Technik GmbH, net of ltacquirec
Net cash used in investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES
Payments on notes payable and capital lease dblig:
Proceeds from common stock transacti
Net cash used in financing activiti

EFFECT OF CURRENCY TRANSLATION ON CAS

DECREASE IN CASH AND CASH EQUIVALENT?
CASH AND CASH EQUIVALENTS, beginning of peric

CASH AND CASH EQUIVALENTS, end of perio

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATIO!
Cash paid for intere:

Cash received from income taxes,

Three Months Ended March 31,

2003

2002

(Unaudited) (Unaudited)
$ (8,590) $ (8,729
6,19: 3,892
27¢€ 33t
122 131
(5,81¢) (72)
17¢ —
631 —
2,89: (4,55¢)
1,50z (1,550
1,48¢ 1,09t
19¢ 164
(2,417) (239
(1,589 3,25¢
(144) (156)
(52€) (3,057
1,02( (1,086)
2,437 (6,127)
(4,579 (10,569
(379) 29,14
(3,417) (2,305
— (1,582)
— (35,689
(1,675 (14,399
(5,46() (24,830
(2,337 (3,150)
351 50¢
(1,987 (2,647
134 (119
(11,886 (38,154
70,18¢ 81,95¢
$ 58,30: $ 43,80:
L] L]
$ 3,32¢ $ 3,492
— —
$ 31¢ $ 2,07¢
L] L]

The accompanying notes to condensed consolidataddial statements
are an integral part of these condensed consotidasgements
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

(1) BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICAN T ACCOUNTING POLICIES

In the opinion of management, the accompanyimaudited condensed consolidated balance shestnents of operations and cash fl
contain all adjustments necessary to present fdigyfinancial position of Advanced Energy Indwesrilnc., a Delaware corporation, and its
wholly owned subsidiaries (the “Company”) at Ma&h 2003 and December 31, 2002, and the resutted€ompany’s operations and cash
flows for the three-month periods ended March 03and 2002.

The unaudited financial statements presengeglith have been prepared in accordance with thigi®ns to Form 10-Q and do not
include all the information and note disclosuresuieed by accounting principles generally accejitettie United States. The financial
statements should be read in conjunction with thiitad financial statements and notes thereto ewdan the Company’s Annual Report on
Form 10-K for the year ended December 31, 20024 fillarch 27, 2003.

The preparation of the Company’s condensedalaated financial statements requires the Compangnagement to make certain
estimates and assumptions that affect the amoeptsted and disclosed in the condensed consolidiagtkial statements and accompan:
notes. Actual results could differ from those esties.

CASH AND CASH EQUIVALENTSFor purposes of reporting cash flows, the Compaomsiders all amounts on deposit with financial
institutions and highly liquid investments with ariginal maturity of 90 days or less to be cash emgh equivalents.

MARKETABLE SECURITIES The Company has investments in marketable equityrges and municipal bonds, which have original
maturities of 90 days or more. In accordance wittiednent of Financial Accounting Standards (“SFASS) 115, “Accounting for Certain
Investments in Debt and Equity Securities,” thesestments are classified as available-for-salargexs and reported at fair value with
unrealized gains and losses included in other cehgrsive income. Due to the short-term, highlyitiquature of the marketable securities
held by the Company, the cost, including accruéer@st of such investments, is typically the samthair fair value.

The Company also has investments in marketaplédy securities which have been included withad#ts and other in the accompanying
condensed consolidated balance sheets. In accerdaticSFAS No. 115, these investments are classés available-for-sale securities and
reported at fair value with unrealized holding gaémd losses included in other comprehensive incBueng the first quarter of 2003, the
fair value of one of these securities continuedéoline. Under the provisions of SFAS No. 115 aldted interpretations the Company
recorded an other than temporary decline in valymirment of approximately $175,000 which is inéddn other expense in the
accompanying condensed consolidated statemenfeeadtions. If the fair value of this investment tiones to decline, the Company will
record additional impairments equal to the diffeebetween the carrying value of $1.8 million atrtha31, 2003, and its fair value. Any
subsequent recovery in the fair value of this itwest will be recorded as other comprehensive irconthe Company’s statements of
stockholders’ equity.

INVENTORIES -inventories include costs of materials, direct ladnad manufacturing overhead. Inventories are \hiidhe lower of
market or cost, computed on a first-in, first-oasis and are presented net of reserves for obsoidtexcess inventory. Inventory is written
down or written off when it becomes obsolete, galtegbecause of engineering changes to a produtisoontinuance of a product line, or
when it is deemed excess. These determination$vietioe exercise of significant judgment by
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management, and as demonstrated in recent pededsnd for the Company’s products is volatile amahges in expectations regarding the
level of future sales can result in substantiargba against earnings for obsolete and excesstmyen

PROPERTY AND EQUIPMENT Property and equipment is stated at cost or estirfair value upon acquisition. Additions,
improvements, and major renewals are capitalizeainddnance, repairs, and minor renewals are exgeassicurred.

Depreciation is provided using the straightlmethod over three to ten years for machinenyipesent, furniture and fixtures, with
computers and communication equipment depreciatedathree-year life. Amortization of leaseholgpnovements and leased equipment is
provided using the straight-line method over tteséeterm or the estimated useful life of the assdtehever period is shorter.

DEMONSTRATION AND CUSTOMER SERVICE EQUIPMENJemonstration and customer service equipment arefaetured
products that are utilized for sales demonstradioth evaluation purposes. The Company also utittiesquipment in its customer service
function as replacement and loaner equipment tiagi customers.

The Company depreciates this equipment basdtd estimated useful life of three years.

GOODWILL AND INTANGIBLES Fhe Company adopted Statement of Financial Accogr8tandards (“SFAS”) No. 142, “Goodwill
and Other Intangible Assets” on January 1, 200ASSRNo. 142 established new standards for accoumingoodwill and other intangibles
acquired in business combinations. Goodwill corgsito be recognized as an asset, but is no longenrtiaed as previously required by
Accounting Principles Board (“APB”) Opinion No. 1Tntangible Assets.Certain other intangible assets with indefiniteesiyif present, me
also not be amortized. Instead, goodwill and otii@ngible assets are subject to periodic (at laastial) tests for impairment. The
impairment testing is performed in two steps:i{§ Company assesses goodwill for a potential impeit loss by comparing the fair value of
a reporting unit with its carrying value, and {fipn impairment is indicated by a reporting unhage fair value is less that its carrying
amount, the Company measures the amount of impairlogs by comparing the implied fair value of gadtiwith the carrying amount of
that goodwill.

In accordance with SFAS No. 142, the Compaased amortizing goodwill on January 1, 2002, aadsessed its goodwill and other
intangible assets. The Company determined thatl#ssifications it made and the useful lives iigrssd were appropriate for the goodwill
and amortizable intangibles it held as of Decen®ier2001.

In the fourth quarter of 2002, the Company plated its evaluation of the goodwill and intangillksets recorded as a result of the
acquisitions of Aera, which it acquired on JanueBy 2002, Dressler, which it acquired on MarchZB)2, and the remaining 40.5% of
LITMAS that the Company did not previously own oprA 2, 2002. In the fourth quarter of 2002, then@pany also performed its annual
goodwill impairment test, and concluded that beedhs estimated fair value of the Company’s repgrtinits exceeded their carrying
amounts, no impairment of goodwill was indicated.the Company is required to perform the testrfgrairment at least annually, it is
reasonably possible that a future test may indicapairment, and the amount of impairment may bén to the Company. Intangible
assets are separately recognized if the benefieohtangible asset is obtained through contractuather legal rights, or if the asset can be
sold, rented, transferred, licensed, or exchangegrdless of the Company’s intent to do so.
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Goodwill and other intangibles consisted @& tbllowing as of December 31, 2002:

Cumulative
Original Effect of
Gross Changes in Weighted-
Carrying Accumulated Exchange Net Carrying average
Amount Amortization Rates Amount Useful Life

(In thousands, except weighted-average useful life)
Amortizable intangibles

Technolog-basec $ 9,37¢ $ (3,719 $ 937 $ 6,60( 6
Contrac-basec 9,21( (3,639 93¢ 6,512 4
Other 8,50( (537 1,29¢ 9,261 17
Total amortizable intangible 27,08¢ (7,88¢) 3,171 22,37: 10
Goodwill 61,95¢ (3,326 5,59¢ 64,22¢
Total goodwill and intangible $89,04: $(11,217) $8,77( $86,60!

I I | |

Goodwill and other intangibles consisted @& tbllowing as of March 31, 2003:

Cumulative
Original Effect of
Gross Changes in Weighted-
Carrying Accumulated Exchange Net Carrying average
Amount Amortization Rates Amount Useful Life

(In thousands, except weighted-average useful life)
Amortizable intangibles

Technolog-basec $ 9,37¢ $ (4,067) $1,02¢ $ 6,33¢€ 6
Contrac-basec 9,21( (4,179 1,10z 6,13¢ 4
Other 8,50( (74€) 1,40C 9,15¢ 17
Total amortizable intangible 27,08¢ (8,98¢) 3,52 21,62¢ 10
Goodwill 61,95¢ (3,326 6,162 64,79:
Total goodwill and intangible $89,04: $(12,317) $9,68¢ $86,42(

I I | |

Aggregate amortization expense related torathiangibles for the thremonth periods ended March 31, 2003 and 2002 wa®zippately
$1.1 million and $750,000, respectively. Estimagetbrtization expense related to the Compsiagquired intangibles fluctuates with char
in exchange rates between the U.S. dollar, thengseayen and the euro. Estimated amortization eepfem each of the five years 2003
through 2007 is as follows:

(In thousands)

2003 $4,18(
2004 4,18(
2005 4,18(
2006 2,32i
2007 1,102

CONCENTRATIONS OF CREDIT RISKFnancial instruments, which potentially subjee tompany to credit risk include cash,
marketable securities and trade accounts receivab&eCompany maintains cash and cash equivalemtstments, and certain other
financial instruments with various major finandiastitutions. The Company performs periodic evabrat of the relative credit standing of
these financial institutions and limits the amoahtredit exposure with any one institution. Then@@any’s customers generally are
concentrated in the semiconductor capital equiprimehustry. As a result the Company is generallyoeg to credit risk associated with this
industry. Sales by the Company’s foreign subsid&&re primarily denominated in currencies othen tthe U.S. dollar. The Company
establishes an allowance for doubtful accountscapen factors surrounding the credit risk of sfieciustomers, historical trends and other
information.

WARRANTY POLICY Fhe Company offers warranty coverage for its préslémr periods ranging from 12 to 36 months aftepsent,
with the majority of its products ranging from 1824 months. The Company estimates the anticipaists of repairing products under
warranty based on the historical cost of the repaid expected failure rates. The assumptionstosestimate warranty accruals i



reevaluated periodically in light of actual expade and, when appropriate, the accruals are adjuste Company’s
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determination of the appropriate level of warraatgrual is subjective and based on estimates.richesiries in which the Company operates
are subject to rapid technological change and,rasudt, the Company periodically introduces newssre complex products, which tend to
result in increased warranty costs. Estimated wéyreosts are recorded at the time of sale oféhsted product, are adjusted as appropriate
and are considered a cost of sales.

FOREIGN CURRENCY TRANSLATION ke functional currency of the Company’s foreighsdiaries is their local currency. Assets
and liabilities of international subsidiaries ar@nslated to U.S. dollars at period end exchanggs,rand income statement activity and cash
flows are translated at average exchange ratesgitite period. Resulting translation adjustmentsracorded as a separate component of

equity.

Transactions denominated in currencies ottear the local currency are recorded based on egehates at the time such transactions
arise. Subsequent changes in exchange ratesireguigign currency transaction gains and losseistware reflected in income as unrealized
(based on period end translation) or realized (wg&itiement of the transactions). Unrealized tretisa gains and losses applicable to
permanent investments by the Company in its forsigrsidiaries are included as cumulative transiaidjustments, and unrealized
translation gains or losses applicable to non-paengintercompany receivables from or payableh@éddompany and its foreign subsidiaries
are included in income.

The Company recognized a loss on foreign aggréransactions of approximately $78,000 for tire¢ months ended March 31, 2003 and
a gain of approximately $115,000 for the three msmnded March 31, 2002.

REVENUE RECOGNITION Fhe Company generally recognizes revenue upon ghripof its products and spare parts, at which time
title passes to the customer, as its shipping tamm$-OB shipping point, the price is fixed andextibility is reasonably assured. Generally,
the Company does not generate revenue from thadlatin of its products.

In certain instances the Company requiresussomers to pay for a portion or all of their fhases prior to the Company building or
shipping these products. Cash payments receivedtprshipment are recorded as customer depositeiaccompanying balance sheets, then
recognized as revenue upon shipment of the prodlicesCompany does not offer price protectionss@ustomers or allow returns, unless
covered by the Company’s normal policy for repdidefective products.

The Company has an arrangement with one ofidgr customers, a semiconductor capital equipmmamtufacturer, in which completed
products are shipped to the customer and helddy th their warehouse. The customer draws prodrats this inventory as needed, at
which time title passes to the customer and the fiamy recognizes revenue. The customer is subjébet@ompany’s normal warranty
policy for repair of defective products.

In certain instances the Company delivers petgito customers for evaluation purposes. In thessmgements, the customer retains the
products for specified periods of time without coitment to purchase. On or before the expiratiothefevaluation period, the customer
either rejects the product, and returns it to tbenBany, or accepts the product. Upon acceptarnieepéisses to the customer, the Company
invoices the customer for the product, and revesuecognized. Pending acceptance by the cust@ueh, products are reported on the
Company’s balance sheet at an estimated value loastied lower of cost or market, and are includethe amount for demonstration and
customer service equipment, net of accumulatededégion.

INCOME TAXES -The Company accounts for income taxes in accordaitbeSFAS No. 109, “Accounting for Income TaxeSFAS
No. 109 requires deferred tax assets and lialsilttbebe recognized for temporary differences betvibe tax basis and financial reporti
basis of assets and liabilities, computed at ctiteeqrates, as well as for the expected tax beokfiet operating loss and tax credit
carryforwards. A valuation allowance is recordedaduce the carrying amounts of deferred tax assets
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unless it is more likely than not that such aseitde realized. The Company has previously reedrd valuation allowance on a portion of
its deferred tax assets. At March 31, 2003 the Compeassessed its valuation allowance and detedntitat no adjustment to the valuation
allowance was required based on the Company’s gsiotl that it is more likely than not that its deéel tax assets net of related deferred tax
liabilities and valuation allowance will be realizehrough future taxable income. Should circumstarchange such that the Company’s
conclusion changes, this valuation allowance cbelihcreased to reserve all or a portion of thede&trred tax assets and the amount of the
related charge could be material.

RESTRUCTURING COSTSRestructuring charges include the costs assocwatadactions taken by the Company in responseéo th
continuing downturn in the semiconductor capitalipment industry and as a result of the ongoingetien of the Company’s strategy.
These charges consist of costs that are incrententad Company’s ongoing operations, and are ineduto exit an activity or cancel an
existing contractual obligation, including closwfefacilities and employee termination related ges: Other related costs, consisting
primarily of employee relocation, are expensechaarired.

In June 2002, the Financial Accounting Stads@oard (“FASB”) issued SFAS No. 146, “Accountiiog Exit or Disposal Activities.”
This statement addresses significant issues regatide recognition, measurement and reporting stsciat are associated with exit and
disposal activities, including restructuring adies that were previously accounted for pursuaniéoguidance set forth in EITF Issue No. 94-
3, “Liability Recognition for Certain Employee Teimation Benefits and Other Costs to Exit an AcyivitSFAS No. 146 is effective for exit
or disposal activities that are initiated after Beber 31, 2002. The Company adopted the provisib88AS No. 146 on January 1, 2003.
The adoption of SFAS No. 146 did not have a mdteffact on the Company’s financial position orukts of operations, however expense
recognition of certain future restructuring aciedét may be delayed due to its adoption.

The Company recorded restructuring chargedingt$1.5 million in the first quarter of 2003 prérily associated with manufacturing and
administrative personnel headcount reductionsénGbmpany’s Japanese operations. In accordancelaptmese labor regulations the
Company offered voluntary termination benefits ltmaits Japanese employees. Approximately 36 eyges accepted the voluntary
termination benefits prior to March 31, 2003 wighnination dates in the second quarter of 2003teithination benefits will be paid in the
second quarter of 2003, and are not dependenttorefservice.

At March 31, 2003, outstanding liabilitiesateld to the 2003 and 2002 restructuring charges agproximately $6.1 million, and were
reported as part of other accrued expenses orctivergpanying condensed consolidated balance sheet.

The Company recorded restructuring chargedingt $9.1 million in 2002, primarily associatedthvchanges in operations designed to
reduce redundancies and better align the Comp@mra mass flow controller business within its opiegaframework. The Company’s
restructuring plans and associated costs consi$i®6.0 million to close and consolidate certaimofacturing facilities, and $3.1 million for
related headcount reductions of approximately 28Bleyees.

Included in the $6.0 million facility chargeeathe closure of the Company’s Advanced Energyriees (“AEV”) manufacturing facilities,
due to the transfer of the manufacturing of AEVfeducts to Fort Collins, Colorado, and the closafra manufacturing facility in Fort
Collins, expected to be completed by the third tprasf 2003; the closure of EMCO’s manufacturingilfies due to the transfer of the
manufacturing of EMCG products to Fort Collins, Colorado and Shenzfdnina, expected to be completed by the third quaft2003; anc
the closure of LITMAS, which was completed in tivstfquarter of 2003. During the fourth quarte26D2, the Company closed its San Jose,
California sales and service location; and the Camyfs Austin, Texas manufacturing facility for thera-brand mass flow controller
products, due to the transfer of the manufactueiinidpese products to Hachioji, Japan, to be cotémtavith Aera Japan Limited. These costs
consist primarily of payments required under opegalease contracts and costs for writing downteeldeasehold improvements.

The employee termination costs of $3.1 milliocluded severance benefits. All terminations and
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termination benefits were communicated to the ééfeemployees prior to the accrual of the relateatges. The affected employees were all
part of the Company’s U.S. operations and includéetime permanent and temporary employees, amsisted primarily of manufacturing
and administrative personnel.

At December 31, 2002, outstanding liabilitiegted to the 2002 restructuring charges werecqpately $6.0 million, and were reported
as part of other accrued expenses on the acconmupogndensed consolidated balance sheet.

The following table summarizes the componeitde restructuring charges, the payments andcash-charges, and the remaining acc
as of March 31, 2003:

Employee
Severance and Facility Total
Termination Closure Restructuring
Costs Costs Charges
(In thousands)
Accrual balance December 31, 2( $ 96t 462 1,427
Payments in the first quarter of 20 (842 (107) (949
Accrual balance March 31, 20i 123 361 484
Third quarter 2002 restructuring chau 1,03: 2,18i 3,22(
Fourth quarter 2002 restructuring cha 2,021 3,81¢ 5,84(
Payments in the last nine months of 2 (1,570 (1,985 (3,555
Accrual balance December 31, 2( 1,607 4,38z 5,98¢
First quarter 2003 restructuring cha 1,50¢ — 1,50¢
Payments in the first quarter of 20 (844) (599 (1,43%)
Accrual balance March 31, 20 $ 2,272 $3,78¢  $6,061]
| | [ |

STOCK-BASED COMPENSATIONAt March 31, 2003, the Company had five stock-bas®edpensation plans, which are more fully
described in Note 16 to the Company’s Form 10-Kiffieryear ended December 31, 2002. The Companyatcfor employee stock-based
compensation using the intrinsic value method pilesd by APB Opinion No. 25, “Accounting for Stotdsued to Employees” and related
interpretations. With the exception of certain op§ granted in 1999 and 2000 by a shareholderlafi&ko, prior to its acquisition by the
Company (which was accounted for as a pooling tefrésts), all options granted under these plans haexercise price equal to the market
value of the underlying common stock on the datgraht, therefore no stock-based compensationicostiected in net loss.

Had compensation cost for the Company’s plees) determined consistent with SFAS No. 123, “Aoting for Stock-Based
Compensation” as amended by SFAS No. 148, “Accagrftir Stock-Based Compensation — Transition arsglBsure, an Amendment of
FASB Statement No. 123,” the Company’s net lossldvbave increased to the following adjusted amaunts

March 31, March 31,
2003 2002

(Unaudited)
(In thousands, except
per share data)
Net loss:
As reportec $ (8,590 $ (8,727
Adjustment for stock-based compensation
determined under fair value based method for

awards, net of related tax effe: (2,690 (2,095
As adjustec $(11,28() $(10,819)
| I

Basic and diluted loss per sha
As reportec $ (0.29) $ (0.279)
As adjustec (0.3%) (0.39)
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Cumulative compensation cost recognized instdfl net loss with respect to options that affeited prior to vesting is adjusted as a
reduction of adjusted compensation expense in¢hieg of forfeiture. Compensation expense relategitards granted under the Company’s
employee stock purchase plan is estimated untipénimd in which settlement occurs, as the numbshares of common stock awarded and
purchase price are not known until settlement.

For SFAS No. 123 purposes, the fair valueazheoption grant is estimated on the date of graimg the Black-Scholes option pricing
model with the following weighted-average assumpgio

2003 2002
Risk-free interest rate 2.9(% 4.3(%
Expected dividend yield ratt 0.C% 0.C%
Expected live: 7 year: 7 year:
Expected volatility 87.7% 87.46%

For the quarters ended March 31, 2003 and,ZR22,000 and $131,000, respectively, of stocleh@®mpensation expense was included
in the determination of net loss as reported rdltaeSekidenko option grants made prior to the Camyjs acquisition of Sekidenko.

EARNINGS PER SHAREBasic Earnings Per Share (“EPS”) is computed biditig (loss) income available to common stockhaddey
the weighted-average number of common shares adiataduring the period. The computation of diluERIS is similar to the computation
of basic EPS except that the numerator is incretserclude certain charges which would not havenbircurred, and the denominator is
increased to include the number of additional comistwares that would have been outstanding (usang-ttonverted and treasury stock
methods), if securities containing potentially tile common shares (convertible notes payablepnptand warrants) had been converted to
such common shares, and if such assumed convésdidative. Due to the Company’s net loss for thmrters ended March 31, 2003 and
2002, basic and diluted EPS are the same, as $henasd conversion of all potentially dilutive seties would be anti-dilutive. Potential
shares of common stock issuable under options amdhnts for common stock at March 31, 2003 and 2@€&2 approximately 3,700,000 ¢
2,400,000 respectively. Potential shares of comstock issuable upon conversion of the Company'sedible subordinated notes payable
were 5,411,000 and 5,838,000, respectively.

COMPREHENSIVE (LOSS) INCOMEGemprehensive loss for the Company consists olfosst foreign currency translation adjustm
and net unrealized holding (losses) gains on dvailfor-sale marketable investment securities asgmted below:

Three Months Three Months
Ended Ended
March 31, 2003 March 31, 2002
(Unaudited) (Unaudited)
(In thousands)
Net loss, as reporte $(8,590) $(8,727)
Adjustment to arrive at comprehensive net lossphédxes:
Unrealized holding (loss) gain on availe-for-sale marketable securiti (89) 151
Cumulative translation adjustmel 692 (64¢)
Comprehensive net lo: $(7,987) $(9,220)
| |

SEGMENT REPORTING The Company operates in one segment for the maudaenarketing and servicing of key subsystems,
primarily to the semiconductor capital equipmentistry. In accordance with SFAS No. 131, “DisclesuAbout Segments of an Enterprise
and Related Information,” the Company’s chief ofiagadecision maker has been identified as thec®ffif the Chief Executive Officer,
which reviews operating results to make decisidirmifallocating resources and assessing perfornfantee entire company. SFAS
No. 131, which is based on a management approasdgioent reporting, establishes requirements mrreplected segment informati
quarterly and to report annually entity-wide distlces about products and services, major customedsthe countries in which the entity
holds material assets and reports revenue. Allmiaatgperating units qualify for aggregation un@AS No. 131 due to their similar
customer base and similarities in: economic chargstics; nature of products and
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services; and procurement, manufacturing and bigtan processes. To report revenues from exteustbmers for each product and service
or group of similar products and services wouldb®practicable. Since the Company operates irsegment, all financial information
required by SFAS No. 131 can be found in the ac@mying condensed consolidated financial statements.

GAINS AND LOSSES FROM EXTINGUISHMENT OF DEB April 2002, the FASB issued SFAS No. 145, “Resmn of FASB
Statements No. 4, 44, and 64, Amendment of FASBBtent No. 13, and Technical Corrections.” Thisesteent rescinds SFAS No. 4,
“Reporting Gains and Losses from ExtinguishmeriDebt,” which required all gains and losses from extingmiehts of debt to be aggrege
and, if material, classified as an extraordinagynit net of income taxes. As a result, the critieridaccounting Principles Board Opinion No.
will now be used to classify those gains and los&ay gain or loss on the extinguishment of delt thas classified as an extraordinary item
in prior periods presented that does not meetriteria in APB 30 for classification as an extraosaty item shall be reclassified. The
provisions of SFAS No. 145 are effective for fisgahrs beginning after May 15, 2002, with earlyleagion encouraged. The Company
adopted the provisions of SFAS No. 145 on Janua®pQ3. The adoption of this Statement will requlive Company to reclassify its pretax
extraordinary gain of $4,223,000 recorded for tharyended December 31, 2002 to income from comignoperations in future financial
statements.

DERIVATIVE INSTRUMENTS The Company accounts for its derivative instruméntsccordance with SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities.” SEA0. 133 establishes accounting and reportinglatas for derivative instruments and
for hedging activity by requiring all derivatives be recorded on the balance sheet as either enaxdmbility and measured at their fair
value. Changes in the derivative’s fair value Ww#l recognized currently in earnings unless speleéitging accounting criteria are met. SFAS
No. 133 also establishes uniform hedge accountiteyia for all derivatives. The Company did notkeapecific hedge accounting treatm
for its foreign currency forward contracts.

The Company, including its subsidiaries, enteto foreign currency forward contracts with ctarparties to mitigate foreign currency
exposure from foreign currency denominated tradehases and intercompany receivables and paydaifiese derivative instruments are not
held for trading or speculative purposes. To themthat changes occur in currency exchange rdtesSompany is exposed to market risk
on its open derivative instruments. This markek egposure is generally offset by the gain or leg®gnized upon the translation of its
intercompany payables and receivables. Foreigreoayrforward contracts are entered into with maeg@nmercial U.S., Japanese and
German banks that have high credit ratings, an€Ctimapany does not expect the counterparties todfaileet their obligations under
outstanding contracts. Foreign currency gains assdls under these arrangements are not deferredCdrhpany generally enters into fore
currency forward contracts with maturities rangiragm four to eight months, with contracts outstamgdat March 31, 2003 maturing through
September 2003.

The Company’s subsidiary Advanced Energy J&pKn (“AE-Japan”) enters into foreign currency fiaard contracts to buy U.S. dollars to
mitigate currency exposure from its payable positidasing from trade purchases and intercompamgé#etions with its parent. At March 31,
2003, AEJapan held foreign currency forward contracts wiational amounts of $5,000,000 and market settl¢meounts of $5,020,000
an unrealized loss position of approximately $20,0tt has been included in foreign currency (lgsé) in the accompanying condensed
consolidated statements of operations.

During the first quarter of 2003, the Compangubsidiary Advanced Energy Industries GmbH (“A&rBGany”) entered into foreign
currency forward contracts to buy U.S. dollars ftigate currency exposure from its payable positiasing from trade purchases and
intercompany transactions with its parent. At MaBdh 2003, AE-Germany held foreign currency forwemdtracts with notional amounts of
$1,000,000 and market settlements amounts of $00a8or an unrealized loss position of approxinya$d8,000 that has been included in
foreign currency (loss) gain in the accompanyingdemsed consolidated statements of operations.
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ESTIMATES AND ASSUMPTIONSThe preparation of the Company’s condensed coraelidfinancial statements in conformity with
accounting principles generally accepted in theté¢hStates requires the Company’s management te psiknates and assumptions that
affect the reported amounts of assets and ligdslithnd disclosure of contingent assets and ligisilat the date of the financial statements and
the reported amounts of revenues and expensegydhgreporting period. Significant estimates aeduwhen establishing allowances for
doubtful accounts, determining useful lives for @epation and amortization, assessing the neetrfjpairment charges, establishing
restructuring accruals and warranty reserves, aillog purchase price among the fair values of asssjuired and liabilities assumed,
accounting for income taxes, accounting for stoakdal compensation, and assessing excess and elisedattory and various others items.
The Company evaluates these estimates and judgm®e@ats ongoing basis and bases its estimates tomib# experience, current conditions
and various other assumptions that are believée teasonable under the circumstances. The redulisse estimates form the basis for
making judgments about the carrying values of asmed liabilities as well as identifying and assegthe accounting treatment with respect
to commitments and contingencies. Actual resultg differ from these estimates under different agstimns or conditions.

NEW ACCOUNTING PRONOUNCEMENTS3n January 2003, the FASB issued FASB Interpretatio. 46, “Consolidation of Variable
Interest Entities” (“FIN No. 467). This interpretan clarifies existing accounting principles retate the preparation of consolidated financial
statements when the equity investors in an entitpat have the characteristics of a controllin@gficial interest or when the equity at risk is
not sufficient for the entity to finance its acties without additional subordinated financial sogggrom others parties. FIN No. 46 requires a
company to evaluate all existing arrangementseatity situations where a company has a “variablerest” (commonly evidenced by a
guarantee arrangement or other commitment to pedundncial support) in a “variable interest ertfgommonly a thinly capitalized entity)
and further determine when such variable intenesfaire a company to consolidate the variable @stegntities’ financial statements with its
own. The Company is required to perform this asaess by September 30, 2003 and consolidate anghblarinterest entities for which it w
absorb a majority of the entities’ expected lossa®ceive a majority of the expected residual gidifanagement has not yet performed this
assessment and is currently evaluating the impaisdinancial statements of adopting this Staddar

In November 2002, the FASB issued FASB Intetgtion No. 45, “Guarantor’'s Accounting and Discl@sRequirements for Guarantees,
Including Indirect Guarantees of Indebtedness be@t’ (“FIN No. 45”). This interpretation requiradiability to be recognized at the time a
company issues a guarantee for the fair valuesbbiigations assumed under certain guaranteeragrdgs. Additional disclosures about
guarantee agreements are also required in thénnéerd annual financial statements, including &foolvard of the company’s product
warranty liabilities. The disclosure provisionsFdN No. 45 were effective for the Company as of &aber 31, 2002. The provisions for
initial recognition and measurement of guaranteeemgents are effective on a prospective basisufaramtees that are issued or modified
after December 31, 2002. The adoption of FIN Nodiébnot have a material impact on the Companyiarftial position or results of
operations.

In December 2002, the FASB issued SFAS No, 14&ounting for Stock-Based Compensation, Traosiand Disclosure”. SFAS
No. 148 provides alternative methods of transifmma voluntary change to the fair value based wekthf accounting for sto-based
employee compensation. SFAS No. 148 also requhiagdisclosures of the pro forma effect of usingfiir value method of accounting for
stockbased employee compensation be displayed more peothy and in a tabular format. Additionally, SFA®. 148 requires disclosure
the pro forma effect in interim financial statenwenfthe transition and disclosure requirements &SNo. 148 were effective for the
Company’s fiscal year ended December 31, 2002 atloption of SFAS No. 148 did not have a materifdatfon the consolidated financial
statements.

RECLASSIFICATIONS €E€ertain prior period amounts have been reclassifiesbnform to the current period presentation.
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(2) ACQUISITIONS

LITMAS-- During 1998 the Company acquired a 29% ownersghgrest in LITMAS, a privately held, North Canmi-based early-stage
company that designed and manufactured plasmabgdsnaent systems and high-density plasma sourbespdrchase price consisted of
$1 million in cash. On October 1, 1999, the Compaoyuired an additional 27.5% interest in LITMAS &m additional $560,000. The
purchase price consisted of $385,000 in the Compamyynmon stock and $175,000 in cash. The acquisitias accounted for using the
purchase method of accounting and resulted in $8P3llocated to intangible assets as goodwill. fBsalts of operations of LITMAS have
been consolidated in the Compasgbnsolidated financial statements from the dagecontrolling interest of 56.5% was acquired. QrnoBe!
1, 2000, the Company acquired an additional 3.G&est in LITMAS for an additional $250,000, bringithe Company’s ownership interest
in LITMAS to 59.5%. On April 2, 2002, the Compamynepleted its acquisition of the 40.5% of LITMAS tlitadid not previously own, by
issuing approximately 120,000 shares of the Compazmgmmon stock valued at approximately $4.2 niilliand approximately $400,000 of
cash. The acquisition of all the minority intergst.ITMAS resulted in approximately $5 million oflditional goodwill.

DRESSLER -©On March 28, 2002, the Company completed its a@gpnsof Dressler HF Technik GmbH (“Dressler”), ayately owned
Stolberg, Germany-based provider of power supplifesmatching networks, for a purchase price of@pprately $15 million in cash and a
$1.7 million escrow. The escrow fund was retaingdhe Company until January 6, 2003, at which ttheerelated escrow liability was
settled. The purchase price was also subject &@illion earn-out provision if Dressler achiewazttain key business objectives by
March 30, 2003. These business objectives werensbprior to the expiration date.

The Company believes that Dressler will expdredCompany’s product offerings to customers engamiconductor, data storage, and flat
panel equipment markets due to its strong poweduarioportfolio that includes a wide range of povesels and RF frequencies. In addition,
with inroads already made into the laser and médieakets, Dressler will be used to explore newkagopportunities for the Company.
Dressler will also strengthen the Company’s presém¢he European marketplace. Dressler has watbéished relationships with many
European customers, who look to Dressler for intisgaechnical capability, quality products, andhly responsive customer service. The
Company also expects to achieve synergies in ptadoknology, production efficiency, logistics amndrldwide service.

The acquisition was accounted for using thelpase method of accounting in accordance with SRASL41, “Business Combinations,”
and the operating results of Dressler are refleictdéde accompanying condensed consolidated fiahstatements prospectively from the ¢
of acquisition. The tangible assets acquired aatullities assumed were recorded at estimated &ireg as determined by the Company’s
management. Goodwill and other intangible assete vexorded at estimated fair values based upa@parnttient appraisals. In the fourth
quarter of 2002, the Company finalized its purcha$ee allocation. The purchase price, as finaljzeas allocated to the net assets of Dre
as summarized below:

(In thousands)

Cash and cash equivalel $ 68C
Accounts receivabl 1,93¢
Inventories 1,111
Other current asse 83
Fixed asset 26C
Goodwill 9,40¢
Other intangible: 7,75C
Other asset 19
Accounts payabl (3149
Accrued payrol (39
Other accrued expens (4749
Deferred tax liability (2,945
Income taxes payab (725)
$16,75(

|

15




Table of Contents

The excess purchase price over the estimateddiue of tangible net assets acquired was atémtto goodwill and intangibles (see Note
1). In the fourth quarter of 2002, the Companyeesdd these assets for impairment under the provgid SFAS No. 142. Based on this
evaluation, an impairment was not indicated. Then@any will continue to review these assets in thare for impairment. The Company
recognized approximately $586,000 of amortizatiopesse related to these amortizable intangiblesigedifrom Dressler in the quarter
ended March 31, 2003. Due to the acquisition odogion the last business day of the quarter endaativi31, 2002, no amortization expense
was recognized during this quarter.

Prior to the combination, there were transedibetween the Company and Dressler in 2001 anfirsih three months of 2002. In 2001,
Company purchased approximately $2 million of irreeyn from Dressler, and Dressler purchased appratép $200,000 of inventory from
the Company. In the first three months of 2002,Goenpany purchased approximately $500,000 of irorgritom Dressler. These purchases
were made in the normal course of the Company’sbss.

AERA-- On January 18, 2002, the Company completectgsiaition of Aera Japan Limited (“Aera”), a priest held Japanese
corporation. The Company effected the acquisitionugh its wholly owned subsidiary, AE-Japan, whicinchased all of the outstanding
stock of Aera. The aggregate purchase price pailEbyapan was 5.73 billion Japanese yen (approein&d4 million, based upon an
exchange rate of 130:1), which was funded fromQbmpany’s available cash. In connection with thguéition, AE-Japan assumed
approximately $34 million of Aera’s debt. Aera, whiis headquartered in Hachioji, Japan, has maturfag facilities there and
manufacturing, sales and service offices in Kird¢ith&ermany; and Bundang, South Korea; and salésarvice offices in Dresden,
Germany and Edinburgh, Scotland. In response tedh&nuing downturn in the semiconductor capitplipment industry and as a result of
the ongoing execution of the Company’s strategy, Gbmpany plans to close its Edinburgh, Scotlamtikirchheim, Germany facilities later
in 2003. Aera supplies the semiconductor capitalgggent industry with product lines that includgitil mass flow controllers, pressure-
based mass flow controllers, liquid mass flow colters, ultrasonic liquid flow meters and liquidpa delivery systems.

The Company believes that Aera provides ibwikey leadership position in the gas deliverykagand expands the Company’s offering
of critical sub-system solutions that enable trespla-based manufacturing process used in the nemgaf semiconductors.

The acquisition was accounted for using thelpase method of accounting in accordance with SRASL41, “Business Combinations,”
and the operating results of Aera are reflecteatiénaccompanying condensed consolidated finan@itdraents prospectively from the date of
acquisition. The tangible assets acquired andliligisiassumed were recorded at estimated fairegahis determined by the Company’s
management. Goodwill and other intangible assete vexorded at estimated fair values based upa@parnttient appraisals. In the fourth
quarter of 2002, the Company finalized its purchasee allocation. The purchase price, as finaljzegs allocated to the net assets of Aera as
summarized below:

(In thousands)

Cash and cash equivalel $ 8,27¢
Marketable securitie 11F
Accounts receivabl 8,40t
Inventories 19,24:
Other current asse 53C
Fixed asset 13,38¢
Goodwill 24,86¢
Other intangible: 12,50(
Other asset 427
Accounts payabl (2,329
Accrued payrol (2,929
Other liabilities (2,169
Deferred tax liability (4,765
Current portion of lon-term debt (12,009
Long-term debt (19,599
$ 43,96¢

I
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There were no transactions between the ComaadyAera prior to the combination. The excesshmse price over the estimated fair
value of tangible net assets acquired was allodatgdodwill and intangibles (see Note 1). In therth quarter of 2002, the Company
reviewed these assets for impairment under theigioms of SFAS No. 142. Based on this evaluatianpgpairment was not indicated. The
Company recognized approximately $351,000 and $B05f amortization expense related to the amdikizetangibles acquired from Aera
in the quarters ended March 31, 2003 and 2002¢otisply.

Had the acquisitions of Aera and Dressler oeclion January 1, 2002, the pro forma, unaud@echbined results of operations for the
Company, Aera and Dressler for the three-monttogeznded March 31, 2002 would not have differedeniaty from the results of
operations for the Company.

(3) MARKETABLE SECURITIES

MARKETABLE SECURITIE®nsisted of the following:

March 31, December 31,
2003 2002
(Unaudited) (Unaudited)

(In thousands)

Commercial pape $ 43,43¢ $ 65,25(
Municipal bonds and note 54,785 34,10(
Institutional money marke 4,29: 2,80¢
Total marketable securitit $102,51¢ $102,15¢

I L]

These marketable securities are stated aigpenid market value. The commercial paper considigyh credit quality, short-term money
market common and preferreds, with maturities setreates of 120 days or less.

(4) ACCOUNTS RECEIVABLE

ACCOUNTS RECEIVABLé&onsisted of the following:

March 31, December 31,
2003 2002
(Unaudited) (Unaudited)
(In thousands)

Domestic $12,61( $16,47¢
Foreign 27,74: 27,37¢
Allowance for doubtful accoun (3,110 (3,05€)
Trade accounts receivak 37,24 40,797
Other 3,67( 3,08¢
Total accounts receivab $40,91¢ $43,88¢
[ | [ |

(5) INVENTORIES

INVENTORIESonsisted of the following:

March 31, December 31,
2003 2002
(Unaudited) (Unaudited)

(In thousands)

Parts and raw materie $39,94¢ $40,14°
Work in proces: 4,724 4,43¢
Finished good 11,28¢ 12,72«
Total inventories $55,95: $57,30¢



Inventories include costs of materials, ditabbr and manufacturing overhead. Inventoriesrahged at the lower of market or cost,
computed on a first-in, first-out basis. Inventa@expensed as cost of sales
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upon shipment of product.
(6) STOCKHOLDERS' EQUITY

STOCKHOLDERS'’ EQUIT¥onsisted of the following:

March 31, December 31,
2003 2002
(Unaudited) (Unaudited)

(In thousands, except par value)

Common stock, $0.001 par value, 70,000 shares apdiolp 32,178 and 32,140 shares

issued and outstanding, respectiv $ 32 $ 32
Additional paic-in capital 138,78 138,42¢
Retained earning 35,60: 44,19:
Deferred compensatic (420 (542
Unrealized holding losses on availe-for-sale securitie (122 (33
Cumulative translation adjustmel 1,952 1,26(
Total stockholder equity $175,82! $183,33¢

| |

(7) DEFERRED COMPENSATION

During 1999 and 2000, prior to its acquisitipnthe Company, a shareholder of the Company’diwbwned subsidiary, Sekidenko, Inc.,
granted employees options under a preexisting geraent to purchase shares of his common stockdgl@astanding at exercise prices
below fair value. Under this agreement, 29,700 20@50 of such options were granted in 1999 and 2@&pectively. These options resul
the Company recognizing $109,000 as compensatiparee over the four-year vesting period relateti¢d 999 grants, and $1,995,000 as
compensation expense over the four-year vestiriggeglated to the 2000 grants. Compensation expehapproximately $122,000 and
$131,000 was recognized in the threenth periods ended March 31, 2003 and 2002, résplc These amounts are presented as a redt
of stockholders’ equity, and the remaining amoudrdederred compensation of $420,000 as of Marci2B03 is being amortized over the
four-year vesting period of the related stock apio

(8) CONVERTIBLE SUBORDINATED NOTES PAYABLE

In August 2001, the Company issued $125 milb65.00% convertible subordinated notes. Thesesnmature September 1, 2006, with
interest payable on March 1st and September Jssaaif year beginning March 1, 2002. Net proceetlset@ompany were $121.25 million,
after deducting $3.75 million of offering costs, ialinhave been capitalized and are being amortigetiditional interest expense over a
period of five years. Holders of the notes may @vhthe notes at any time before maturity into ebanf the Company’s common stock at a
conversion rate of 33.5289 shares per each $1,00€ gl amount of notes, equivalent to a convergidce of approximately $29.83 per
share. The conversion rate is subject to adjustineggrtain circumstances. The Company may redéemates, in whole or in part, at any
time before September 4, 2004, at specified redemptices plus accrued and unpaid interest, if &amyhe date of redemption if the closing
price of the Company’s common stock exceeds 1508eotonversion price then in effect for at leastrading days within a period of 30
consecutive trading days ending on the tradingtadgre the date of mailing of the provisional regéion notice. Upon any provisional
redemption, the Company will make an additionalrpagt in cash with respect to the notes calledddemption in an amount equal to
$150.56 per $1,000 principal amount of notes, lkeamount of any interest paid on the note. The@my may also make this additional
payment in shares of its common stock, and any paghment will be valued at 95% of the average efdlosing prices of the Company’s
common stock for the five consecutive trading deryding on the day prior to the redemption date. Tampany will be obligated to make an
additional payment on all notes called for provigsioredemption. The Company may also redeem thesricam September 4, 2004 through
August 31, 2005 at 102% times the principal amoinaim September 1, 2005 through August 31, 2008486 times the principal amount,
and thereafter at 100% of the principal amount. Atkes are subordinated to the

18




Table of Contents

Companys present and potential future senior debt, an@ffeetively subordinated in right of payment tbiatiebtedness and other liabiliti
of the Company’s subsidiaries. At March 31, 20Qfraximately $520,000 of interest expense relateitiése notes was accrued as a current
liability.

In November 1999, the Company issued $135anibf 5.25% convertible subordinated notes. Theges mature November 15, 2006,
with interest payable on May 15th and November Eatth year beginning May 15, 2000. Net proceetlse@ompany were approximately
$130.5 million, after deducting $4.5 million of effng costs, which have been capitalized and argtzmortized as additional interest
expense over a period of seven years. Holderseafidtes may convert the notes at any time intoeshafrthe Company’s common stock, at
$49.53 per share. The Company may redeem the ootesafter November 19, 2002 at a redemption mfcE03.00% times the principal
amount, and may redeem at successively lesser aseneafter until November 15, 2006, at whichetitthe Company may redeem at a
redemption price equal to the principal amountMatrch 31, 2003, approximately $1.1 million of irdet expense related to these notes was
accrued as a current liability.

In October and November 2002, the Companyroased approximately $15.4 million and $3.5 millrincipal amounts of its 5.25%
and 5.00% convertible subordinated notes, respegtiThese purchases were made in the open méoketcost of approximately
$14.5 million, and resulted in a pre-tax gain of3pdillion in the fourth quarter of 2002. At Mar8li, 2003, approximately $66.2 million and
$121.5 million principal amounts of the 5.25% an@(8%6 notes remained outstanding.

In October and November 2000, the Companyrodyased an aggregate of approximately $53.4 mipiamcipal amount of its 5.25%
convertible subordinated notes in the open maf&eg cost of approximately $40.8 million.

The Company may continue to purchase additiooi@s in the open market from time to time, ifrke conditions and the Company’s
financial position are deemed favorable for suctppses.

(9) COMMITMENTS AND CONTINGENCIES
GUARANTEES

The Company offers warranty coverage for itedpcts for periods ranging from 12 to 36 monthsraghipment, with the majority of its
products ranging from 18 to 24 months. The Compstiynates the anticipated costs of repairing prisdueder warranty based on the
historical cost of the repairs and expected failates. The assumptions used to estimate warrantyals are reevaluated periodically in light
of actual experience and, when appropriate, theuatxare adjusted. The Company’s determinatichefppropriate level of warranty
accrual is subjective and based on estimates. Bsthwarranty costs are recorded at the time efafahe related product, are adjusted as
appropriate and are considered a cost of sales.

The following summarizes the activity in ther@pany’s warranty reserves during the three-moatfod ended March 31, 2003:

Balance at  Additions Balance at
Beginning of  Charged End of
Period to Expense Deductions Period

(In thousands)

Reserve for warranty obligatiol $9,40z $314 $(1,377) $8,34:
DISPUTES AND LEGAL ACTION

The Company is involved in disputes and legaions arising in the normal course of its busin®ghile the Company currently believes
that the amount of any ultimate potential loss wiaudt be material
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to the Company’s financial position, the outcomehafse actions is inherently difficult to predict.the event of an adverse outcome, the
ultimate potential loss could have a material askveffect on the Company’s financial position qrorted results of operations in a particular
period. An unfavorable decision, particularly irntgya litigation, could require material changeginduction processes and products or result
in the Company’s inability to ship products or campnts found to have violated third-party pategihts. The Company accrues loss
contingencies in connection with its litigation whi¢ is probable that a loss has occurred and ieuat of the loss can be reasonably
estimated.

In May 2002, the Company recognized approxétye#5.3 million of litigation damages and relatedal expenses pertaining to a judgn
entered by a jury against the Company and in fabfdiKS Instruments, Inc. (“MKS”) in a patent-infigement suit in which the Company
was the defendant. The Company has entered irgtilarsent agreement with MKS allowing it to sek timfringing product subsequent to the
date of the jury award. The settlement agreementeaéfect until all patents subject to the litigat expire. Under the settlement agreement,
royalties payable to MKS from sales of the relgteatiuct were approximately $57,000 for the threexh@eriod ended March 31, 2003, and
are recorded as a component of cost of sales.
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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 addittorhistorical information, forward-looking statentg, within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Se2fiéof the Securities Exchange Act of 1934, asraleé. Statements that are other than
historical information are forward-looking staterteer-or example, statements relating to our beletpectations and plans are forward-
looking statements, as are statements that cextsions, conditions or circumstances will continserward-looking statements involve risks
and uncertainties. As a result, our actual reso#yg differ materially from the results discussedhie forward-looking statements. Factors that
could cause or contribute to such differences overany forward-looking statements, by hindsightyé overly optimistic or unachievable,
include, but are not limited to the following:

. changes or slowdowns in general economic comditay conditions in the semiconductor and semicotwdicapital equipment
industries and other industries in which our cugimsoperate

. the spread of infectious diseases in any ofé¢lgeons in which we operate, including but not lexito Severe Acute Respiratory
Syndrome

. the timing and nature of orders placed by majotamasrs, including their product acceptance crite
. changes in custome¢ inventory management practici

. customer cancellations of previously placed ordeid shipment delay

. pricing competition from our competitor

. component shortages or allocations or other fadtat change our levels of inventory or substédigtincrease our spending on
inventory;

. the introduction of new products by us or our cotitpes;

. costs incurred and judgments resulting from pateiwther litigation;

. costs incurred by responding to specific featugeiests by customer

. timing and challenges of integrating recent anepial future acquisitions and strategic alliant

. our ability to attract and retain key personnef
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. our exposure to currency exchange rate fluctnatimetween the several functional currencies igidorlocations in which we have
operations

For a discussion of these and other factasrttay impact our realization of our forward-logistatements, see our Annual Report on
Form 10-K for the year ended December 31, 20024 fMarch 27, 2003, Part | “Cautionary StatemerfRisk Factors.”

New risk factors emerge from time to time, &rid not possible for management to predict adltsrisk factors, nor can it assess the impact
of all such risk factors on its business, or theeeixto which any factor, or combination of factarsy cause actual results to differ materially
from those contained in any forward-looking statataeOur expectations, beliefs and projectionseapmessed in good faith and are believed
to have a reasonable basis. However, we make noaage that such expectations, beliefs or projestigill be achieved.

Because of the risks and uncertainties, imvesthould not place undue reliance on forwardilogpktatements as a prediction of actual
results. We have no obligation or intent to relgadalicly any revisions to any forward-looking gtatents, whether as a result of new
information, future events, or otherwise.

Critical Accounting Policies

The following discussion and analysis of doafcial condition and results of operations isgoiagpon our condensed consolidated
financial statements, which have been prepareddardance with accounting principles generally pteg in the United States. In preparing
our financial statements, we must make estimatéguaigments that affect the reported amounts aftasnd liabilities, revenues and
expenses, and related disclosure of contingentsaasd liabilities at the date of our financialtstaents. Actual results may differ from these
estimates under different assumptions or conditidves believe that the following critical accountipglicies affect our more significant
judgments and estimates used in the preparationrofondensed consolidated financial statem

VALUATION OF INTANGIBLE ASSETS AND GOODWIL:IWe have approximately $86.4 million of intanigilassets and goodwill as
of March 31, 2003, including approximately $21.8liom related to amortizable intangibles and $6#i8ion in goodwill. In addition to the
original cost of these assets, their recorded vialimpacted by a number of our policy electionsjuding estimated useful lives, foreign
currency fluctuations and impairment charges, ¥.dn accordance with SFAS 142, “Goodwill and Otheangible Assets,” we identified
three reporting units. Generally, we allocated gatido the reporting unit that created goodwillarpits acquisition. However, we believe 1
our recently acquired companies provide future dincopportunities to our core business and as dtneswallocated approximately 25% of
the goodwill created upon the acquisitions of Aznd EMCO to our core business. We performed ananmpairment analysis of our non-
amortizable intangible assets and
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goodwill during the fourth quarter of 2002, whictdicated that no impairment was required. Thisssaent requires estimates of future
revenue, operating results and cash flows, asagadistimates of critical valuation inputs suchiasalint rates, terminal values and similar
data. We will continue to perform periodic and aanimpairment analyses of the non-amortizable igitale assets and goodwill resulting
from our acquisitions. As a result of future per@at least annual, impairment analyses we magrdeienpairment charges that have a
material adverse impact on our financial positiod aperating results. Additionally, we may makatggic business decisions in future
periods which impact the fair value of our intagibssets and goodwill, which could result in digant impairment charges.

LONG-LIVED ASSETS INCLUDING INTANGIBLES SUBJECTAMDRTIZATION - Depreciation and amortization of our long-lived
assets is provided using the straight-line methaat their estimated useful lives. Changes in cirstamces such as the passage of new laws ¢
changes in regulations, technological advances)gdsto our business model or changes in our tapigegy could result in the actual
useful lives differing from initial estimates. Indse cases where we determine that the usefufléidong-lived asset should be revised, we
will depreciate the net book value in excess ofdbimated residual value over its revised remginseful life. Factors such as changes ir
planned use of equipment, customer attrition, @mtral amendments or mandated regulatory requiresncenld result in shortened useful
lives.

Long-lived assets and asset groups are eealdiat impairment whenever events or changes auuistances indicate that the carrying
amount of such assets may not be recoverable. Stheated future cash flows are based upon, amdrey things, assumptions about
expected future operating performance and mayrdiffen actual cash flows. Long-lived assets evaddor impairment are grouped with
other assets to the lowest level for which idealife cash flows are largely independent of the fas¥s of other groups of assets and
liabilities. If the sum of the projected undiscoemhtash flows excluding interest is less than #reying value of the assets, the assets will be
written down to the estimated fair value in theigein which the determination is made. Impairmemilsalso be assessed when assets are
determined to be held-for-sale, as opposed todmaddused in operations.

RESERVE FOR EXCESS AND OBSOLETE INVENTORWentory is valued at the lower of cost or mark&ten the rapid change in
technology, we monitor and forecast expected irargnteeds based on our constantly changing salesdst. Inventory is written down or
written off when it becomes obsolete, generallydose of engineering changes to a product or diseanrice of a product line, or when it is
deemed excess. These determinations involve theisgef significant judgment by management, andeasonstrated in recent periods
demand for our products is volatile and changespectations regarding the level of future salesreault in substantial charges against
earnings for obsolete and excess inventory.
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RESERVE FOR WARRANTYWe provide warranty coverage for our products, iggndrom 12 to 36 months, with the majority of our
products ranging from 18 to 24 months, and estirtr@enticipated costs of repairing our producidenrsuch warranties based on the
historical costs of the repairs and expected profdulare rates. The assumptions we use to estimateanty accruals are reevaluated
periodically in light of actual experience and, wtappropriate, the accruals are adjusted. Ourm@tation of the appropriate level of
warranty accrual is subjective, and based on estgndhe industries in which we operate are suljecpid technological change. As a
result, we periodically introduce newer, more cosmpgbroducts, which tend to result in increased arayr costs. We expect the industries in
which we operate to continue to require the intaiidun of new technologies, which could cause ourrargty costs to increase in the future.
Should product failure rates differ from our estietza actual costs could vary significantly from eMpectations.

FAIR VALUE OF DERIVATIVE INSTRUMENTSNe have entered into various foreign currency foda@ntracts to mitigate our
foreign currency exposure from foreign currencyateimated trade purchases and intercompany recesalnld payables. These derivative
instruments are not held for trading or speculapwgoses. The valuation of derivative instrumemtger SFAS No. 133 requires us to make
estimates and judgments that affect the fair vafube instruments. Fair value of our derivativeslétermined relative to changes in the
forward yield curves and discount rates. Such arrsoare subject to significant estimates which ntagnge in the future.

COMMITMENTS AND CONTINGENCIESWe are involved in disputes and legal actions rgigh the normal course of our business.
While we currently believe that the amount of attimate potential loss would not be material to foancial position, the outcome of these
actions is inherently difficult to predict. In tleeent of an adverse outcome, the ultimate potelatal could have a material adverse effect on
our financial position or reported results of opieras in a particular quarter. An unfavorable decisparticularly in patent litigation, could
require material changes in production processegarducts or result in our inability to ship pratiior components found to have violated
third-party patent rights. We accrue loss contimgesnin connection with our litigation when it isopable that a loss has occurred and the
amount of the loss can be reasonably estimated.

REVENUE RECOGNITION We generally recognize revenue upon shipment opoattucts and spare parts, at which time title ga$s
the customer, as our shipping terms are FOB shgppaint, the price is fixed and collectibility isasonably assured. Generally, we do not
generate revenue from the installation of our pobslu

In certain instances we require our custorteepmy for a portion or all of their purchases ptmour building or shipping the products. We
record cash payments received prior to shipmentissomer deposits in the accompanying condensesblidated balance sheets, then
recognize revenue upon shipment of the productsd@veot offer price protections to our customeraltow returns, unless covered by our
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normal policy for repair of defective products.

We have an arrangement with one of our majetamners, a semiconductor capital equipment maturic in which completed products
are shipped to the customer and held by them inwsrehouse. The customer draws products fromithisntory as needed, at which time
title passes to the customer and we recognize vevélrhe customer is subject to our normal warraoticy for repair of defective products.

In certain instances we deliver products tstamers for evaluation purposes. In these arrangesmhe customer retains the products for
specified periods of time without commitment toghase. On or before the expiration of the evalongtieriod, the customer either rejects the
product, and returns it to us, or accepts the mbdipon acceptance, title passes to the customeeinvoice the customer for the product, and
revenue is recognized. Pending acceptance by #teroer, such systems are reported on our balaeet ahan estimated value based on the
lower of cost or market, and are included in th@ants for demonstration and customer service ecgiipnmet of accumulated depreciation.

While we maintain a stringent credit apprgwalcess, significant judgments are made by manageimeonnection with assessing our
customers’ ability to pay at the time of shipmédgspite this assessment, from time to time, outocusrs are unable to meet their payment
obligations. We continue to monitor our customersdit worthiness, and use our judgment in estaibigsthe estimated amounts of customer
receivables which will ultimately not be collectédsignificant change in the liquidity or financiadsition of our customers could have a
material adverse impact on the collectibility of @aecounts receivable and our future operatingltesu

STOCK-BASED COMPENSATION As allowed by SFAS No. 123, we have elected toinaetto account for our employee stock-based
compensation plans using the intrinsic value methatcordance with Accounting Principles Boardiigm No. 25, “Accounting for Stock
Issued to Employeesdnd related Interpretations, which do not requinmgensation expense to be recorded if the consider@ be receive
is at least equal to the fair value of the comntorlsto be received at the measurement date. Wadarinformation as to what our earnings
and earnings per share would have been had wethisdair value method prescribed by SFAS No. 123.

DEFERRED INCOME TAXES Each reporting period we estimate our ability talize our net deferred tax assets. Realizatioruohet
deferred tax assets is dependent upon our gergmatfficient taxable income in the appropriatejtaisdictions in future years to obtain
benefit from the reversal of net deductible tempptifferences and from tax loss and tax creditydarwards. We have previously recorde
valuation allowance on a portion of our deferredaasets. At March 31, 2003 we reassessed ourtiaiuslowance and determined that no
adjustment to the valuation allowance was requi@sked on our conclusion that it is more likely thahthat our deferred tax assets net of
related deferred tax liabilities and valuation aiémce will be realized through future
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taxable income. Should circumstances change satloti conclusion changes, this valuation allowasméd be increased to reserve all or a
portion of the net deferred tax assets and the atrafithe related charge could be material.

When recording acquisitions, we have recorgddation allowances due to the uncertainty relédetie realization of certain deferred tax
assets existing at the acquisition dates. The atafudeferred tax assets considered realizableligst to adjustment in future periods if
estimates of future taxable income are changedb#lieve that it is more likely than not that welwdalize the benefits of our deferred tax
asset, net of valuation allowance. Reversals afatain allowances recorded in purchase accountitidpavreflected as a reduction of
goodwill in the period of reversal.

Results of Operations for the Three Months Ended Mech 31, 2003 and 2002
OVERVIEW

We design, manufacture and support a grolgptomponents and subsystems for vacuum procstensy. Our primary products are
complex power conversion and control systems. @uualyrcts also control the flow of gases into thecpes chambers and provide thermal
control and sensing within the chamber. Our custsrase our products in plasma-based thin-film psicg equipment that is essential to the
manufacture of semiconductors; compact disks, D¥i$other digital storage media; flat-panel compatel television screens; coatings for
architectural glass and optics; industrial laset mredical applications; and a power supply for adea technology computer workstations.
We also sell spare parts and repair services watklthhrough our customer service and technical siggganization.

We provide solutions to a diversity of markaitsl geographic regions. However, we are focusdti@semiconductor capital equipment
industry, which accounted for approximately 59%wof sales in the first quarter of 2003, and 71%first quarter of 2002. In 2002 and
2001 the semiconductor capital equipment indusivy the steepest cutback in capital equipment pseshin industry history. This cutback
continues to affect our sales to the industry. Weeet future sales to the semiconductor capitaipggent industry to represent approximately
55% to 70% of our total revenue, depending uporstiength or weakness of the industry cycles. Aaldditly, two of the other major indust
groups which use our products, data storage ahgdlzel display, are also highly cyclical and haxperienced significant reductions in
demand during this period.

We have incurred significant losses over th&t pight quarters primarily as a result of lovearenues. Our results in the first quarter of
2003 include revenues from two companies acquiteihd the first quarter of 2002, Aera and Dresdtexcluding revenue from these
acquired companies, our revenues would have inede25% from the first quarter of 2002 to the fgatrter of 2003, instead of the 31%
actual increase.
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To date, we have been unable to achieve profitalaticurrent revenue levels and do not have cenfid of an industry recovery in the short-
term. We have established a goal of reducing oaraimg cash flow breakeven point to a quartereneie level of approximately
$55 million to $60 million by the end of 2003, lm#tnnot provide any assurance that such goals enoevievels are achievable in 2003.

Our losses during the quarters ended Marcl2@23 and 2002 were impacted by high product @stisother expenses, primarily research
and development, sales and marketing, and genetaddministrative expenses. To address producs eastre in the process of shifting a
significant portion of our manufacturing to Chimabalancing our supply chain to tier one Asian $epp and relocating certain domestic
operations to our headquarters in Fort Collinso@ualo. We will also attempt to reduce researchdmweélopment, sales and marketing, and

general and administrative expenses without sicgnifily impacting our future competitive positiontire rapidly changing industry in which
we operate.

SALES

Sales were $56.2 million in the first threentis of 2003 and $42.9 million in the first threenths of 2002, representing an increase of
31% from the first three months of 2002 to thetfimee months of 2003. Excluding sales from Aera Bressler, our sales would have
increased approximately 25% during these periolds.révenue increase came primarily from the flaepdisplay and advanced product
applications markets, while the semiconductor ehgitjuipment industry remained relatively flat. Tistorical volatility in the semiconduc
industry as well as general economic conditionginae to impact overall investment activities, whied to semiconductor manufacturers
purchasing less capital equipment.

The following tables summarize net sales ardgntages of net sales by customer type for tieetmonth periods ended March 31, 2003
and 2002. Sales for the three-month periods endaediv31, 2003 and 2002, include combined sales &era and Dressler subsequent to
their acquisitions of approximately $11.0 millionda$6.7 million, respectively:

Three Months Ended March 31,

2003 2002

(In thousands)

Semiconductor capital equipme $33,07¢ $30,44:
Data storagt 3,88: 2,421
Flat panel displa 6,68¢ 2,25(
Advanced product applicatiol 12,51 7,76¢
$56,15¢ $42,88"

| |

Three Months Ended March 31,

2003 2002
Semiconductor capital equipme 59% 71%
Data storag: 7 6
Flat panel displa 12 5
Advanced product applicatiol 22 18

10C% 10C%
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The following table summarizes annual peraggmizhanges in net sales by customer type for ns fihe three-month period ended
March 31, 2002 to the three-month period ended M&idg 2003:

First three months of
2003 change from firs
three months of 2002

Semiconductor capital equipme 9%
Data storag: 60%
Flat panel displa 197%
Advanced product applicatiol 61%
Total sales 31%

The following tables summarize net sales ardgntages of net sales by geographic region éthitee-month periods ended March 31,
2003 and 2002:

Three Months Ended March 31,

2003 2002

(In thousands)

United States and Cana $29,41¢ $26,75:
Europe 9,44: 5,592
Asia Pacific 17,29¢ 10,47:
Rest of world — 71
$56,15¢ $42,88%

[ | [ |

Three Months Ended March 31,

2003 2002
United States and Cana 52% 62%
Europe 17 13
Asia Pacific 31 25
Rest of world — —
10C% 10C%
[ | [ |

GROSS MARGIN

Our gross margin was 32.0% in the first thremths of 2003 and 31.2% in the first three moofa002. Our gross margin improved due
to the higher revenue base and a reduction in esday obsolete and excess inventory and warramgirs, partially offset by costs associi
with our China facility.

While we expect the transition of a portioroof manufacturing to China and move to tier on&Asuppliers will improve our gross
margins in future periods, factors that could camsemargins to be negatively impacted include,dratnot limited to the following:

. costs associated with transitioning a portion afmanufacturing to our new China facilit

. the semiconductor industry’s continued move t0r8th wafers and smaller line widths, which requiegvrproducts that early in
their life cycle and at low production levels, tgaily have lower margins than our established pets]
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. cost reduction programs initiated by original eaqugnt manufacturers and semiconductor capital eqeippmanufacturer:
. warranty costs in excess of historical rates arrceapectations

. increased levels of excess and obsolete invergither due to market conditions, the introductibmew products by our
competitors, or our decision to discontinue cerfduct lines; an

. continued erosion in our sales base, due to ingagtles, general economic conditions and othdofac

Given the rapid change in technology, we nwrdand forecast expected inventory needs basedrocoastantly changing sales forecast.
Inventory is written down or written off when it &@mes obsolete, generally because of engineeriaugge's to a product or discontinuance of
a product line, or when it is deemed excess. THesaminations involve the exercise of significastgment, and as demonstrated in recent
periods, demand for our products is volatile anangfes in expectations regarding the level of fusates can result in substantial charges
against earnings for obsolete and excess inven@arges for obsolete and excess inventory werg,880 in the first quarter of 2003 and
$817,000 in the first quarter of 2002, which aféetgross margins by 1% and 2% in these periodsecésely.

We provide warranty coverage for our produatgying from 12 to 36 months, with the majorityoofr products ranging from 18 to
24 months, and estimate the anticipated costspafiniag our products under such warranties baseati@historical costs of the repairs and
expected product failure rates. The assumptionsseeo estimate warranty accruals are reevaluaeddically in light of actual experience,
and when appropriate, the accruals are adjustedd@armination of the appropriate level of waryaatcrual is subjective and based on
estimates. Should product failure rates differ fromn estimates, actual costs could vary signifigainbm our expectations. We recognized
charges for warranty expense of $314,000 in tis¢ duarter of 2003 and $2.2 million in the firsager of 2002.

The following summarizes the activity in ouamanty reserve during the first quarter of 2003:

Balance at  Additions Balance at
Beginning of  Charged End of
Period to Expense Deductions Period

(In thousands)

Reserve for warranty obligatiol $9,40z $314 $(1,377) $8,34:

Historically, price competition has not hathaterial effect on margins. However, as a resulhefprolonged downturn in the
semiconductor industry, OEMs and semiconductortabpguipment manufacturers are striving to redhe& costs. Any cost reduction
programs initiated by OEMs and semiconductor capi@ipment
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manufacturers could have a significant impact onfoture gross margins.
RESEARCH AND DEVELOPMENT EXPENSES

We believe continued investment in the resdeara development of new products and subsysteor#ical to our ability to serve new and
existing markets, develop new products and impeisting product designs. However, we cannot pmasisurance that the products we
develop will meet customer requirements when thppeducts are introduced to the market. To be a@egausly positioned for a turnaround
in demand we continue to invest heavily in new paiadlevelopment even during industry downturns ciaillows us to compete for ongoi
design wins on our customers’ new production ta®isce our inception, all of our research and deumlent costs have been expensed as
incurred.

Our research and development expenses weré &ifon in the first three months of 2003 andL$Lmillion in the first three months of
2002. This represents an increase of 18.8% fronfirdtehree months of 2002 to the first three ningnbf 2003. The 18.8% increase in
research and development expenses from the 20@Igerthe 2003 period was primarily due to thewasitjons of Aera and Dressler, a
licensing agreement and expenditures to launchradi@ frequency and direct current products. Asentage of sales, research and
development expenses decreased from 26.2% inrttéHiee months of 2002 to 23.8% in the firstéhmeonths of 2003, because of the hig
sales base. We intend to maintain our quarterlpdipg on research and development at approximétys million during each of the last
three quarters of 2003.

SALES AND MARKETING EXPENSES

As we have expanded our product offeringssates channels through acquisitions, our salesramileting efforts have become
increasingly complex. We continue to refine ouesand marketing functions as we acquire and iategrew companies. We have continued
the effort to market directly to end users of orgducts, in addition to our traditional marketirgnhanufacturers of semiconductor capital
equipment and other industries. Our sales and riiagkexpenses support domestic and internationes$ sand marketing activities that inclt
personnel, trade shows, advertising, and othangedind marketing activities.

Sales and marketing expenses were $8.3 mitlidime first three months of 2003 and $6.8 millinrthe first three months of 2002. The
23.4% increase in sales and marketing expensesther2002 period to the 2003 period was primarilg tb the acquisitions of Aera and
Dressler, sales and marketing headcount additiodlapreciation of demonstration and customer sermguipment additions. As a
percentage of sales, sales and marketing expeasesaded from 15.7% in the first three months 6220 14.8% in the first three months of
2003, primarily due to the higher sales base.
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GENERAL AND ADMINISTRATIVE EXPENSES

Our general and administrative expenses stippomworldwide corporate, legal, patent, tax, fic@l, administrative, information systems
and human resources functions in addition to onegd management. General and administrative eggemsre $5.6 million in the first three
months of 2003 and $6.8 million in the first thraenths of 2002. The 17% decrease in general anth&drative expenses from the 2002
period to the 2003 period was primarily due to @uigoing cost reduction measures. Due to theseredsttion measures we expect our
general and administrative expenses to continaettine in 2003. See restructuring charges belowa fdliscussion of these cost reduction
measures.

RESTRUCTURING CHARGES

As part of our ongoing efforts to bring oureoating costs in line with the current market eowiment we recorded restructuring charges
totaling $1.5 million in the first quarter of 20@8marily associated with manufacturing and adntratsve personnel headcount reductions in
our Japanese operations. In accordance with Japéaies regulations we offered voluntary terminati@nefits to all of our Japanese
employees. Approximately 36 employees acceptegtdhatary termination benefits prior to March 3003 with termination dates in the
second quarter of 2003. All termination benefit§ e paid in the second quarter of 2003.

OTHER (EXPENSE) INCOME

Other (expense) income consists primarilyntériest income and expense, foreign currency exghgains and losses and other
miscellaneous gains, losses, income and expemss.ite

Interest income was $520,000 in the firstéhmonths of 2003 and $940,000 in the first threatimoof 2002. The decrease in interest
income was due to our lower level of investmennarketable securities resulting from our use obdipn of our cash reserves to acquire
Aera in January 2002 and Dressler in March 2008gttle a patent infringement case in May 2002,tarfdnd our operating losses.

Interest expense consists principally of aalsrof interest on our convertible subordinatedspbn borrowings under capital lease
facilities and debt assumed in our acquisition efa Interest expense was approximately $2.9 millicthe first three months of 2003 and
$3.3 million in the first three months of 2002. Tdecrease in interest expense was primarily deeitaepurchase of approximately
$15.4 million and $3.5 million of our 5.25% and &% convertible subordinated notes in the fourthriguanf 2002.
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Our foreign subsidiaries’ sales are primadiégnominated in currencies other than the U.S. daN& recorded a net foreign currency loss
of $78,000 in the first three months of 2003 amet&foreign currency gain of $115,000 in the filsee months of 2002. We have entered
various foreign currency forward contracts to natgcurrency fluctuations in the Japanese yenlanduro.

At March 31, 2003, our subsidiary AE-Japardteteign currency forward contracts with notioaatounts of $5,000,000 and market
settlement amounts of $5,020,000 for an unrealiaesl position of approximately $20,000 that hasheeluded in foreign currency
(loss) gain in the accompanying condensed congelidstatements of operations.

During the first quarter of 2003, our subsifiAE-Germany entered into foreign currency forwaomtracts to buy U.S. dollars to mitigate
currency exposure from its payable position aridiog trade purchases and intercompany transactiiridarch 31, 2003, AE-Germany
held foreign currency forward contracts with noibamounts of $1,000,000 and market settlementaiata@f $1,048,000 for an unrealized
loss position of approximately $48,000 that hasmbieeluded in foreign currency (loss) gain in tlee@npanying condensed consolidated
statements of operations.

Miscellaneous expense was $326,000 in thetfiree months of 2003 and consisted primarily $1@5,000 other than temporary decline
in value impairment of a marketable equity secultityhe fair value of this investment continuegitxline we will record an additional
impairment in the second quarter of 2003. Our remgicarrying balance of this investment at Marth2003 was approximately
$1.8 million. Miscellaneous income was $245,00€hmm first three months of 2002.

BENEFIT FOR INCOME TAXES

The income tax benefit for the first three risnof 2003 was $5.0 million and represented agcéffe rate of 37%. The income tax benefit
for the first three months of 2002 was $4.7 millaord represented an effective rate of 35%. Theas® in our effective tax rate was due to
our legal restructuring as discussed in Note luroconsolidated financial statements on Form 1@#ilie year ended December 31, 2002,
filed with the Securities and Exchange CommissioiMarch 27, 2003.

Changes in our relative earnings and the egsnif our foreign subsidiaries affect our consaikdl effective tax rate. We adjust our incc
taxes periodically based upon the anticipated tabus of all foreign and domestic entities, andehagtopted income tax planning strategies to
reduce our worldwide income tax expense.

Realization of our net deferred tax assetiefgndent upon our generating sufficient taxakderire in the appropriate tax jurisdictions in
future years to obtain benefit from the reversatetf deductible temporary differences and fromléas and tax credit
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carryforwards. We have previously recorded a vaduaatllowance on a portion of our deferred tax sss&t March 31, 2003 we reassessed
our valuation allowance and determined that nosidjent to the valuation allowance was required daseour conclusion that it is more
likely than not that our deferred tax assets neelaited deferred tax liabilities and valuatioroalince will be realized through future taxable
income. Should circumstances change such thatamalusion changes, this valuation allowance coeléhibreased to reserve all or a portion
of the net deferred tax assets and the amouneakiated charge could be material.

When recording acquisitions, we have recordddation allowances due to the uncertainty relédetthe realization of certain deferred tax
assets existing at the acquisition dates. The atafuteferred tax assets considered realizableligst to adjustment in future periods if
estimates of future taxable income are changedb&lieve that it is more likely than not that welwdalize the benefits of our deferred tax
asset, net of valuation allowance. Reversals afatain allowances recorded in purchase accountitidpavreflected as a reduction of
goodwill in the period of reversal.

Liquidity and Capital Resources

Our financing strategy has been to raise abfsitm debt and equity markets to provide liquidid enable our investments in acquisitions
and alliances, which support our strategic visibhaing a single source provider of high value ggbEms. We maintain substantial levels of
cash and marketable securities to have fundinglyeaehilable for such investment opportunities whkey arise. Since 1995, to better en
such strategic investments, we have attainedituglity with proceeds from underwritten public @ffngs of our common stock and, since
1999, offerings of convertible subordinated debt.

Operating activities used cash of $4.6 milliethe first three months of 2003, reflecting oet loss of $8.6 million partially offset by non-
cash items of $1.6 million and net working capiiahnges of approximately $2.4 million. Non-casimieprimarily consisted of depreciation
and amortization of $6.2 million, partially offdey a benefit from deferred income taxes of $5.8ioml Net working capital changes provic
cash of approximately $2.4 million and primarilynststed of a $2.9 million decrease in accountsivabée; a $1.5 million decrease in
inventory; a $1.5 million decrease in other cur@sgets; a $2.4 million increase in demonstratf@hcistomer service equipment; a
$1.6 million decrease in trade accounts payablé;aa®1.0 million decrease in net taxes receivable.

Operating activities used cash of $10.6 miliio the first three months of 2002, reflecting oet loss of $8.7 million partially offset by
non-cash items of $4.3 million, increased by wogkiapital changes of $6.1 million. Non-cash itemmarily consisted of depreciation and
amortization of $3.9 million. Net working capitddanges used cash of approximately $6.1 millionmdarily consisted of a $4.6 million
increase in accounts receivable; a $1.5 milliomease in inventory; a $1.1 million
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decrease in other current assets; a $3.3 milliorease in trade accounts payable; a $3.1 milli@nedese in customer deposits and other
accrued expenses; and a $1.1 million increasetiteres receivable.

We expect near-term future operating actisit@continue to use cash. Any future decline @itidustries in which we operate could
substantially affect our ability to generate nevesand collect payments from our customers, coalge us to initiate future reductions in
force requiring substantial severance paymentsp#imet cash payments to exit certain operatingiéies, among other uses of cash.
Conversely, as receivable and inventory balanaes tie fluctuate with net sales any future upturthi industries we serve, primarily the
semiconductor industry, may result in an increasauir net receivables and inventory balances. \Wayaically required to use our cash
reserves to finance our inventory purchases arehdxtredit to our customers to finance their pusebdrom us. We are unable to provide
assurance regarding our future cash flow from djmeTs.

Investing activities used cash of $5.5 milliarthe first three months of 2003, and primaribnsisted of the purchase of property and
equipment of $3.4 million and the settlement of escrow deposit liability related to our acquisitiof Dressler in the first quarter of 2002 of
$1.7 million. Investing activities used cash of #hillion in the first three months of 2002 anéhparily consisted of cash generated from
sale of marketable securities of $29.1 millionseffby purchases of property and equipment of &l®n; the acquisition of Aera Japan
Limited for $35.7 million net of $8.3 million of sh acquired; the acquisition of Dressler HF Tecl@ikbH for $14.4 million net of $680,0(
of cash acquired; and the purchase of other invessrof $1.6 million.

Investing cash flows experience significantfuations from period to period as we buy andrealiketable securities, which we convert to
cash to fund strategic investments, acquisitiond,@ur operating cash flow, and as we transfer s@ehmarketable securities when we attain
levels of cash that are greater than needed foemoperations. However, we do not expect to gaadevels of cash that are greater than
needed for our current operations in the near term.

Financing activities used cash of $2.0 milliorthe first three months of 2003, and consistetth® repayment of notes payable and capital
leases of $2.3 million, partially offset by procedtbm common stock transactions of $351,000. Rimgnactivities used cash of $2.6 million
in the first three months of 2002, and consistethefrepayment of notes payable and capital leafs&3.2 million, partially offset by procee
from common stock transactions of $509,000.

We plan to spend approximately $10 millior$f® million in 2003 for the acquisition of equipnigleasehold improvements and
furnishings, with depreciation expense for 2003quted to be $13 million to $14 million. Our plamhlevel of capital expenditures is subject
to frequent revisions because our business expasesudden changes as we move into industry upamchslownturns and expected sales
levels
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change. In addition, fluctuations in foreign cugmay significantly impact our capital expenditiend depreciation expense recognizec
particular period.

As of March 31, 2003, we had working capita$240.0 million, a decrease of $7.9 million fronedmber 31, 2002. Our principal sour
of liquidity consisted of $58.3 million of cash aodsh equivalents and $102.5 million of marketakleurities, and a credit facility consisting
of a $25.0 million revolving line of credit, nonéwhich was outstanding at March 31, 2003. Advangeder the revolving line of credit bear
interest at the prime rate (4.25% at May 5, 2008)us11%. Any advances under this revolving linerefdit will be due and payable May
2003. We are subject to covenants on our lineeditthat provide certain restrictions related trking capital, net worth, acquisitions and
payment and declaration of dividends. We were mmltance with all such covenants at March 31, 2003.

We have committed to advance up to $1.0 miltma privately held company over the next tworge@he amount and timing of this
advance is dependent upon the privately held cognaahieving certain business development milestones

To finance the facilities for our headquart@ngl main U.S. manufacturing location, we leaseeaecutive offices and manufacturing
facilities in Fort Collins, Colorado from two lingtl liability partnerships whose ownership includas of our directors, who is also an officer
and other individuals unrelated to us. The leaskding to these spaces expire in 2009, 2011 ahé aAd contain monthly payments of
approximately $67,000, $55,000 and $64,000, resbgt

We believe that our cash and cash equivalerdgketable securities, cash flow from operatiarnd available borrowings, will be sufficient
to meet our working capital needs for at leastife twelve months. After that time, we may requaidelitional equity or debt financing to
address our working capital, capital equipmentquamsion needs. In addition, any significant adtjaiss we make may require additional
equity or debt financing to fund the purchase priicpaid in cash. There can be no assurance tigitianal funding will be available when
required or that it will be available on terms gutedle to us. In 2006, when our convertible subwitid notes become due, it is possible we
may need substantial funds to repay such debthwhas $187.7 million at March 31, 2003. Our 5.008twertible subordinated notes of
$121.5 million are due September 1, 2006, and ®5§% convertible subordinated notes of $66.2 nmilkwe due November 15, 2006.
Payment would be required if our common stock préceains at low levels throughout this period, ghiees at which we can effect
conversion are not met in the market in which daclsis traded, and the holders of our notes chaoséo otherwise convert. In such a
situation there can be no assurance that we wilthe to refinance the debt. We may continue tanaase additional notes in the open
market from time to time, if market conditions amgt financial position are deemed favorable fothspgrposes.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Interest Rate Risk

Our exposure to market risk for changes iariggt rates relates primarily to our investmentfplio and 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 March 31, 2003, iovestments in marketable securities
consisted primarily of commercial paper, municipadl state bonds and notes and institutional morakets. These securities are highly
liquid. Earnings on our marketable securities gpéctlly invested into similar securities. In thest quarter of 2003, the rates we earned on
our marketable securities approximated 1.3% orf@r®d¢ax equivalent basis. Because the FederalriResepeatedly lowered interest rates
throughout 2001 and 2002, the interest rates we @aour investments likewise decreased substbntidlis, in conjunction with using our
available cash and cash reserves for acquisitinalsiding the EMCO acquisition in January 2001, Aega acquisition in January 2002, the
Dressler acquisition in March 2002, and the repasehof a portion of our convertible subordinatettsdn the fourth quarter of 2002, has
greatly reduced our recent and anticipated inténesime. The impact on interest income of a 10%ekese in the average interest rate would
have resulted in approximately $52,000 less inténesme in the first quarter of 2003.

The interest rates on our subordinated debfieed, specifically, at 5.25% for the $66.2 naitliof our debt due November 2006, and at
5.00% for the $121.5 million of our debt that isedBeptember 2006. Our offerings of subordinated idet®99 and 2001 increased our fixed
interest expense upon each issuance, though inexesnse was partially reduced by the repurchiaeortion of these offerings in 2002.
Because these rates are fixed, we believe ther@risk of increased interest expense.

The interest rates on our Aera Japan subgigi&34 million credit lines are variable and curlerdnge from 1.28% to 3.1%. We believ
10% increase in the average interest rate on thesements would not have a material effect onfmamcial position or results of operatio

Foreign Currency Exchange Rate Risk

We transact business in various foreign caesitOur primary foreign currency cash flows areagated in countries in Asia and Europe.
During the first quarter of 2003, the U.S. dollazakened approximately 1% against the Japanesenge#a against the euro. It is highly
uncertain how currency exchange rates will flueuatthe future. We have entered into various fodafareign currency exchange contracts
to mitigate against
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currency fluctuations in the Japanese yen anduh® /e will continue to evaluate various methaasinimize the effects of currency
fluctuations when we translate the financial staets of our foreign subsidiaries into U.S. dolls&sMarch 31, 2003, our subsidiary AE-
Japan held a foreign currency forward contracfauirechase U.S. dollars with notional amounts of 88,000 and market settlement amounts
of approximately $5,020,000 for an unrealized lpssition of approximately $20,000, and our AE-Gemgnaubsidiary held foreign currency
forward contracts to purchase U.S. dollars witharal amounts of $1,000,000 and market settlemmouats of approximately $1,048,000
for an unrealized loss position of approximatel $00.

Other Risk

We have invested in start-up and early-stagepanies and strategic alliances and may in theduhake additional investments in such
companies that develop products which we believe pnavide future benefits. We have written down thejority of the cost of one such
investment in 2001 and 2002, related to a strat@tjance we started in 2000. Such current investsand any future investments will be
subject to all of the risks inherent in investingcompanies that are not established, or in whiak,to our level of investment, we do not
exercise significant management control.

ITEM 4. CONTROLS AND PROCEDURES

Under the supervision and with the participatdf our chief executive officer and chief finaaladfficer, we have implemented controls
other procedures that are designed to ensure tha¢eord, process, summarize and report in a timalyner the information required to be
disclosed by us in our Exchange Act reports, suctiia Form 10-Q. Our disclosure controls and ptaces include controls and procedures
designed to ensure that material information isimdated and communicated to our management, imguzlir chief executive officer and
chief financial officer, as appropriate to allom#ly decisions regarding required disclosure. \Wi80 days prior to the filing date of this
report, our chief executive officer and chief fical officer evaluated our disclosure controls @gnocedures and concluded that they are
effective. There have not been any significant gearin our internal controls or in other factorattbould significantly affect our internal
controls subsequent to the date of managementlaagi@n, including any corrective actions with redjéo significant deficiencies and
material weaknesses.
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PART Il OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

From time to time, we are party to variousalggroceedings related to our business. Duringjtleter ended March 31, 2003, there were
no material developments in any of the materiahlg@goceedings in which we are involved, nor warg af such proceedings terminated. For
a description of the material pending legal progagsito which we are a party, please see our 200814l Report on Form 10-K, filed with
the Securities and Exchange Commission on MarcR2@73.

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
None.
ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
(@) Exhibits:
3.1 Restated Certificate of Incorporation, as amende
3.2  By-laws(2)

99.1 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 200z

99.2 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 200z
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(1) Incorporated by reference to the Registrant’sre@ug Report on Form 10-Q for the quarter endetkeJ80, 2001 (File No. 000-
26966), filed August 13, 200

(2) Incorporated by reference to the Registrant’sifeggion Statement on Form S-1 (File No. 33-9718@d September 20, 1995,
as amendec

(b) Reports on Form-K
We filed the following report on Form-K:

(i)  We filed with the Securities and Exchange Cominisa Current Report on Form 8-K on April 23, 2@63urnish under Item 12
our press release and conference call transcriiuating our results of operations for the firsaider of 2003
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SIGNATURES

Pursuant to the requirements of the Secuiltiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized.

ADVANCED ENERGY INDUSTRIES, INC.

/s! Michael E-Hillow

Michael El-Hillow
Executive Vice President, Chief Financial  Ma&y 2003
Officer (Principal Financial Officer

40




Table of Contents
CERTIFICATIONS

I, Douglas S. Schatz, certify thi
1. | have reviewed this quarterly report on Forn-Q of Advanced Energy Industries, In

2. Based on my knowledge, this quarterly report dasscontain any untrue statement of a materiagldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

3. Based on my knowledge, the financial statememid,other financial information included in thisagierly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report

4.  The registrant’s other certifying officer andreéaesponsible for establishing and maintainingldsure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

a. designed such disclosure controls and procedaressure that material information relating to tbgistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this
quarterly report is being prepare

b. evaluated the effectiveness of the registsadisclosure controls and procedures as of a détéd0 days prior to the filing da
of this quarterly report (th*Evaluation Dat"); and

c.  presented in this quarterly report our conclusiabout the effectiveness of the disclosure cantaiot procedures based on our
evaluation as of the Evaluation Da

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatidhe registrant’s auditors and the
audit committee of registre’s board of directors (or persons performing thevedent function):

a.  all significant deficiencies in the design or mgi®n of internal controls which could adverseffieat the registrant’s ability to
record, process, summarize and report financia datl have identified for the registrant’s audiemg material weaknesses in
internal controls; an

b. any fraud, whether or not material, that involuesnagement or other employees who have a significée in the registrant’s
internal controls; an
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6. The registrant’s other certifying officer anddve indicated in this quarterly report whether ot there were significant changes in
internal controls or in other factors that coulginsiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknes

/sl Douglas S. Scha

Douglas S. Schatz
Chief Executive Officer, President May 12, 2003
and Chairman of the Boa
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I, Michael E-Hillow, certify that:
1. | have reviewed this quarterly report on Forn-Q of Advanced Energy Industries, In

2. Based on my knowledge, this quarterly report dasscontain any untrue statement of a materiagldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

3. Based on my knowledge, the financial statememid,other financial information included in thisagierly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report

4.  The registrant’s other certifying officer andreéaesponsible for establishing and maintainingldsure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

a. designed such disclosure controls and procedaressure that material information relating to tbgistrant, including its
consolidated subsidiaries, is made known to ustbgrs within those entities, particularly during theriod in which this quarterly
report is being prepare

b. evaluated the effectiveness of the registrarisslasure controls and procedures as of a daténdth days prior to the filing date
of this quarterly report (th“Evaluation Dat"); and

c.  presented in this quarterly report our conclusiabout the effectiveness of the disclosure cantaiot procedures based on our
evaluation as of the Evaluation Da

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatidhe registrant’s auditors and the
audit committee of registre’s board of directors (or persons performing thevedent function):

a. all significant deficiencies in the design or gi®n of internal controls which could adverseffieat the registrant’s ability to
record, process, summarize and report financia datl have identified for the registrant’s audiemg material weaknesses in
internal controls; an

b. any fraud, whether or not material, that involuesnagement or other employees who have a significée in the registrant’s
internal controls; an

6.  The registrant’s other certifying officer anddve indicated in this quarterly report whether atrthere were significant changes in
internal controls or in othe
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factors that could significantly affect inteticantrols subsequent to the date of our most tememuation, including any corrective
actions with regard to significant deficiencies anaterial weaknesse

/s/ Michael E-Hillow

Michael El-Hillow

Executive Vice President, Chief Financial  Ma&y 2003
Officer (Principal Financial Officer
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INDEX TO EXHIBITS

3.1 Restated Certificate of Incorporation, as amende
3.2 By-laws(2)
99.1 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 200z

99.2 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 200z

(1) Incorporated by reference to the Registrant’sr@ug Report on Form 10-Q for the quarter endenkJ80, 2001 (File No. 00R6966)
filed August 13, 2001

(2 Incorporated by reference to the Registrant’si®egfion Statement on Form S-1 (File No. 33-97188)d September 20, 1995, as
amended
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Exhibit 99.1

Certification Pursuant to

18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

In connection with the accompanying Form 18f@dvanced Energy Industries, Inc. (the “Comparfpi)the quarter ended March 31,
2003 (the “Report”), I, Douglas S. Schatz, Chie&Eutive Officer and President of the Company, fignpiursuant to 18 U.S.C. § 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that:

(1) The Report fully complies with the reaarirents of Section 13(a) or 15(d) of the Securlieshange Act of 1934; and

(2) The information contained in the Repaitly presents, in all material respects, the faialhcondition and results of operations of the
Company.

A signed original of this written statemenqueed by Section 906 has been provided to the @oypand will be retained by the Company
and furnished to the Securities and Exchange Cosionir its staff upon request.

Date: May 12, 2003

/sl Douglas S. Scha

Douglas S. Schatz
Chief Executive Officer and Preside






Exhibit 99.z

Certification Pursuant to

18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

In connection with the accompanying Form 18f@dvanced Energy Industries, Inc. (the “Comparfpi)the quarter ended March 31,
2003 (the “Report™), I, Michael El-Hillow, Chief Rancial Officer of the Company, certify, pursuamnfi8 U.S.C. § 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 200at:t

(1) The Report fully complies with the reaarirents of Section 13(a) or 15(d) of the Securlieshange Act of 1934; and

(2) The information contained in the Repaitlf presents, in all material respects, the faiaihcondition and results of operations of the
Company.

A signed original of this written statemenqueed by Section 906 has been provided to the @oypand will be retained by the Company
and furnished to the Securities and Exchange Cosionir its staff upon request.

Date: May 12, 2003

/s/ Michael E-Hillow

Michael El-Hillow
Chief Financial Officel



