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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 13@F THE SECURITIES EXCHANGE ACT O
1934.

For the quarterly period ended September 30, z

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR(#l) OF THE SECURITIES EXCHANGE ACT C
1934.

For the transition period frol to

Commission file numbe®00-26966

ADVANCED ENERGY INDUSTRIES, INC.

(Exact name of registrant as specified in its @rart

Delaware 84-0846841

(State or other jurisdiction of incorporation (I.LR.S. Employer Identification No.)
or organization

1625 Sharp Point Drive, Fort Collins, CO 80525

(Address of principal executive office (Zip Code)
Registrant’s telephone number, including area c(@i#)) 221-4670

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastdégs. Yes [X] No [ ].

Indicate by check mark whether the registrant iaaselerated filer (as defined in Rule 12b-2 offtxehange Act). Yes [X] No [ ].
As of October 27, 2003, there were 32,341,482 shafréhe registrant’'s Common Stock, par value $Dj0€r share, outstanding.
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PART | FINANCIAL INFORMATION

ITEM 1. UNAUDITED FINANCIAL STATEMENTS

ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

September 30, December 31,
2003 2002
(Unaudited) (Unaudited)
ASSETS
CURRENT ASSETS
Cash and cash equivalel $ 33,00 $ 70,18¢
Marketable securitie 103,37¢ 102,15¢
Accounts receivable, n 53,96 43,88
Income tax receivabl 14,08¢ 14,72(
Inventories 58,57¢ 57,30¢
Other current asse 6,72 6,82¢
Deferred income tax assets, — 17,51(
Total current asse 269,74 312,59t
PROPERTY AND EQUIPMENT, ne 43,42¢ 41,17¢
OTHER ASSETS
Deposits and othe 5,451 5,181
Goodwill and intangibles, ni 87,05! 86,60
Demonstration and customer service equipment 4,25( 6,08¢
Deferred debt issuance costs, 3,26¢ 4,091
Total asset $413,18t¢ $455,73:
I L]
LIABILITIES AND STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES:
Trade accounts payak $ 21,02¢ $ 16,05:
Accrued payroll and employee bene 9,59( 9,34¢
Other accrued expens 18,00( 19,96¢
Acquisition related escro — 1,67¢
Customer deposits and deferred reve 1,38t 77
Capital lease obligations, current port 98 691
Senior borrowings, current portic 12,78¢ 14,50¢
Accrued interest payable on convertible subordohatates 1,81(C 2,33¢
Total current liabilities 64,69( 64,65¢
LONG-TERM LIABILITIES:
Capital leases, net of current port 841 66¢
Senior borrowings, net of current porti 6,66¢ 9,99¢
Deferred income tax liabilities, n 3,771 8,66:
Convertible subordinated notes paye 187,71¢ 187,71
Other lon¢-term liabilities 697 694
199,69¢ 207,74
Total liabilities 264,38t 272,39:
STOCKHOLDERY EQUITY 148,79¢ 183,33¢
Total liabilities and stockholde’ equity $413,18¢ $455,73:
| |



The accompanying notes to condensed consolidataddial statements
are an integral part of these condensed consafidatiance 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 September 30,

2003

2002

(Unaudited) (Unaudited)
SALES $ 68,56 $70,67¢
COST OF SALES 45,47 44,07«
Gross profit 23,09: 26,60(
OPERATING EXPENSES
Research and developmt 12,97¢ 12,18¢
Sales and marketir 7,32¢ 9,73t
General and administratiy 6,34( 7,24t
Restructuring charge 1,011 3,22
Intangible asset impairme 1,17¢ —
Total operating expens 28,83« 32,38¢
LOSS FROM OPERATION! (5,74)) (5,78¢)
OTHER INCOME (EXPENSE)
Interest incom 35¢ 74¢
Interest expens (2,81%) (3,169
Foreign currency gain (los 29C (220)
Other expense, n (92 (162)
(2,26)) (2,797)
Loss before income tax (8,007) (8,58%5)
(PROVISION) BENEFIT FOR INCOME TAXE! (29,43¢) 3,00¢
NET LOSS $(27,439) $(5,58()
I |
BASIC AND DILUTED LOSS PER SHARI $ (0.8Y) $ (0.19)
I |
BASIC AND DILUTED WEIGHTED-AVERAGE COMMON SHARES
OUTSTANDING 32,28¢ 32,07:
I |

SALES
COST OF SALES

Gross profit

OPERATING EXPENSES
Research and developmt
Sales and marketir
General and administrati
Litigation damages and expen:
Restructuring charge
Intangible asset impairme

Total operating expens

Nine Months Ended September 30,

2003

2002

(Unaudited) (Unaudited)
$187,67: $181,45:
126,35! 117,16¢
61,31¢ 64,28¢
38,89% 36,02(
23,92( 25,20:
17,485 21,07
— 5,31:
3,28¢ 3,22(
1,17¢ —
84,76 90,82%




LOSS FROM OPERATION!

OTHER INCOME (EXPENSE)

Interest incom
Interest expens
Foreign currency gai
Other expense, n

Loss before income taxi
(PROVISION) BENEFIT FOR INCOME TAXE!

NET LOSS

BASIC AND DILUTED LOSS PER SHARI

BASIC AND DILUTED WEIGHTED-AVERAGE COMMON SHARES

OUTSTANDING

The accompanying notes to condensed consolidataddial statements

(23,45.)

1,32
(8,447
29¢

(529)

(7,35)

(30,80:)
(11,000)

$(41,807)

$ (130

32,21%

are an integral part of these condensed consoliddiements.
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(26,547

2,46t
(9,657)
4,387

(570)

(3,370

(29,91
10,46¢

$(19,44:)

$ (0.61)

31,99¢
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ADVANCED ENERGY INDUSTRIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Nine Months Ended September 30,

2003 2002
(Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $(41,807) $(19,447)
Adjustments to reconcile net loss to net cash usegerating activitie—
Depreciation and amortizatic 17,63( 13,92«
Amortization of deferred debt issuance cc 824 1,00¢
Amortization of deferred compensati 363 39:¢
Provision (benefit) for deferred income ta: 8,95¢ (1,359
Unrealized loss (gain) on foreign currency forweoatracts 57 (1,399
Loss on disposal of property and equipmr 1,88: 32¢
Impairment of marketable secur 17t —
Impairment of intangible ass 1,17t —
Changes in operating assets and liabilities (neseéts and liabilities acquire—
Accounts receivable, n (9,349 (120,009
Inventories (2,100 (579
Other current asse 784 (462)
Deposits and othe 1,06¢€ 272
Demonstration and customer service equipr (2,94%) (2,029
Trade accounts payak 4,451 7,64z
Accrued payroll and employee bene 25 26¢
Customer deposits and other accrued expe (1,47 (13€)
Income taxes payable/receivable, 774 (4,917
Unrealized gain on intercompany foreign currenanl — (3,695
Net changes in operating assets and liabilitiesqhassets and liabilities acquire (8,767%) (13,636
Net cash used in operating activil (19,507 (20,177
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of marketable securil (1,009 (2,990
Sale of marketable securiti — 90,42(
Proceeds from sale of ass 4,79: —
Purchase of property and equipm (15,619 (7,272)
Purchase of investments and advar (400 (1,999
Acquisition of Aera Japan Limited, net of cash doeq — (35,689
Acquisition of Dressler HF Technik GmbH, net of leacquirec (1,67%) (14,399
Acquisition of interest of LITMAS, net of cash adopd — (400
Net cash (used in) provided by investing activi (13,909 28,67
CASH FLOWS FROM FINANCING ACTIVITIES
Payments on notes payable and capital lease dbligi (6,765) (6,382
Proceeds from exercise of stock options and othards 1,86( 1,62
Net cash used in financing activiti (4,90%) (4,759
EFFECT OF CURRENCY TRANSLATION ON CAS 1,132 1,55
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENT (37,18¢) 5,29¢
CASH AND CASH EQUIVALENTS, beginning of peric 70,18¢ 81,95¢
CASH AND CASH EQUIVALENTS, end of perio $ 33,00 $ 87,25:
L] I

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATIO?
Cash paid for intere: $ 8,60¢ $ 9,12



$ 34t $ (2,399

Cash paid (received) for income taxes,
| |
Assets sold for note receivat $ 1,53¢ $ —
| I

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
SEPTEMBER 30, 2003
(UNAUDITED)

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

In the opinion of management, the accompanyitegim unaudited condensed consolidated balaneets, statements of operations and
cash flows contain all adjustments necessary tegnmtefairly the financial position of Advanced Egyetndustries, Inc., a Delaware
corporation, and its wholly owned subsidiaries (fBiempany”) at September 30, 2003 and Decembe2@12, and the results of their
operations for the three- and nine-month periodedrSeptember 30, 2003 and 2002, and cash flovikdarine-month periods ended
September 30, 2003 and 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 accejiettie United States. The financial
statements should be read in conjunction with titétad financial statements and footnotes theretdained in the Company’Annual Repo
on Form 10-K for the year ended December 31, 2fil@d, March 27, 2003.

The preparation of financial statements infeomity with accounting principles generally acasgpin the United States of America requ
the Company’s management to make estimates anthpisas that affect the amounts reported and digeclan the financial statements and
accompanying footnotes. Actual results could diffeterially from those estimates.

GOODWILL AND INTANGIBLES -Goodwill and certain other intangible assets witthefinite lives, if present, are not amortized.
Instead, goodwill and other intangible assets abgest to periodic (at least annual) tests for impant. The impairment testing is performed
in two steps: (i) the Company assesses goodwikh fpotential impairment loss by comparing the ¥alue of a reporting unit with its carrying
value, and (i) if an impairment is indicated byeporting unit whose fair value is less than itgydgag amount, the Company measures the
amount of impairment loss by comparing the impfid value of goodwill with the carrying amount thiat goodwill.

In the fourth quarter of 2002, the Company plated its evaluation of the goodwill and intangillssets recorded as a result of the
acquisitions of Aera, which it acquired on JanutBy 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 b&enel to the Company.

Goodwill and other intangibles consisted @& tbllowing as of December 31, 2002:

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

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

Technolog-basec $ 9,37¢ $(3,715) $ 937 $ 6,60( 6
Contrac-basec 9,21( (3,639 93¢ 6,51z 4
Other 8,50( (537) 1,29¢ 9,261 17
Total amortizable intangible 27,08¢ (7,88¢) 3,171 22,37: 10
Goodwill 58,62¢ — 5,59¢ 64,22¢
Total goodwill and intangible $85,717 $(7,88¢€) $8,77( $86,60!

| | | |
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Goodwill and other intangibles consisted @& thllowing as of September 30, 2003:

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

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

Technolog-basec $ 7,30¢ $(3,52¢) $ 1,30 $ 5,081 6

Contrac-basec 9,21( (5,292 1,41¢ 5,331 4

Other 8,50( (1,17 1,952 9,27¢ 17

Total amortizable intangible 25,01« (9,996 4,67¢ 19,69: 10
Goodwill 58,62¢ — 8,73( 67,35¢
Total goodwill and intangible $83,64: $(9,99¢) $13,40¢ $87,05!:
I ] I |

Aggregate amortization expense related torathiangibles for the three-month periods ended&aper 30, 2003 and 2002 was
approximately $1.1 million and $1.6 million, respeely, and approximately $3.5 million for the ningonth periods ended September 30,
2003 and 2002. Estimated amortization expenseecetatthe Company’s acquired intangibles fluctuatitls changes in foreign currency

exchange rates between the U.S. dollar and thendapagen and the euro. Estimated amortization eepiem each of the five years 2004
through 2008 is as follows:

(In thousands)

2004 $ 4,05(
2005 4,05(
2006 2,16/
2007 84C
2008 67€

During the third quarter of 2003, the Compdsjermined that one of its mass flow controllerduats would require a significant
technological investment in order to conform torajiag customer technologies which would enable hi¢ accepted by the semiconductor
capital equipment industry. As a result, the Conygaerformed an assessment of the carrying valtleeofelated intangible asset. This
assessment consisted of estimating the intangdsiet'a fair value and comparing the estimatedvialine to the carrying value of the asset.
The Company estimated the intangible asset’s firevusing a cash flow model assuming the techizdbimmvestment was made, discounted
at discount rates consistent with the risk of #dated cash flows, and applying a hypothetic rgyite to the projected revenue stream. B
on this analysis the Company determined that tinesddue of the intangible asset was minimal arebrded an impairment of the carrying

value of approximately $1.2 million, which has beeported as an intangible asset impairment irmtttempanying condensed consolidated
financial statements.

FOREIGN CURRENCY TRANSLATIONThke functional currency of the Company’s foreighsidiaries is their local currency. Assets
and liabilities of international subsidiaries ar@nslated to U.S. dollars at period-end exchanggsrand statement of operations activity and

cash flows are translated at average exchangedatig) the period. Resulting translation adjusttaeme recorded as a separate component
of stockholders’ equity.

Transactions denominated in currencies otear the local currency are recorded based on egehates at the time such transactions
arise. Subsequent changes in exchange ratesirefuieign currency transaction gains and losseshware reflected in income as unrealized
(based on period end translation) or realized (Lg&itiement of the transactions). Unrealized tretima gains and losses applicable to
permanent investments by the Company in its forsigrsidiaries are included as cumulative transiadjustments, and unrealized

translation gains or losses applicable to non-paangintercompany receivables from or payablebéddompany and its foreign subsidiaries
are included in income.

The Company recognized gains on foreign ceyéransactions of approximately $290,000 and $X8®for the three- and nine-month
periods ended September 30, 2003, respectivethelsecond quarter of 2002, the Company recogmizeat foreign currency gain of
approximately $4.5 million, the
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majority of which was related to an intercompamgri@f Japanese yen (which was settled in Janu@¥)2bat Advanced Energy U.S. made
to its subsidiary Advanced Energy Japan K.K. (“Apdn”) (which has a functional currency of yen)tfog purpose of effecting the
acquisition of Aera. The loan was transacted irfitise quarter of 2002, for approximately 5.7 laliiyen (approximately $44 million based on
an exchange rate of 130:1). During the first quast€002, the exchange rate between the U.S.rdmfid the Japanese yen remained relat
stable, and an immaterial loss was recorded retat#dus intercompany loan. During the second aguast 2002, the U.S. dollar weakened
significantly against the yen to approximately 119esulting in a gain of approximately $4.6 mitlio

REVENUE RECOGNITION -Fhe Company generally recognizes revenue upon &mipof its products and spare parts, at which time
title passes to the customer, as its shipping tam&$OB shipping point, the price is fixed andexdibility is reasonably assured. Generally,
the Company does not install its products. In éettmited instances, some customers have negdt@teduct acceptance provisions relative
to specific orders. Under these circumstances tiragany defers revenue recognition until the relatsmbptance provisions have been
satisfied. Revenue deferrals are reported as cestdeposits and deferred revenue in the accompauegindensed consolidated balance
sheets.

In certain instances, the Company requirestisiomers to pay for a portion or all of theirghases prior to the Company building or
shipping these products. Cash payments receivedtprshipment are recorded as customer depoditsiefierred revenue in the
accompanying balance sheets, and then recognizedesue upon shipment of the products. The Comgarg not offer price protection to
its customers or allow returns, unless coverechbyGompany’s normal policy for repair of defectpreducts.

The Company has an arrangement with one ofidgr customers, a semiconductor capital equipmmamtufacturer, in which completed
products are shipped to the customer and heldihyitdé warehouse. The customer draws products flasnnventory as needed, at which t
title passes to the customer and the Company rézeggrevenue. The customer is subject to the Coypanrmal 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 coittnent to purchase. On or before the expiratiothefevaluation period, the customer
either rejects the product and returns it to thenany, or accepts the product. Upon acceptanteptsses 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 loastid lower of cost or market, and are includethe amount for demonstration and
customer service equipment, net of accumulatededeion.

INCOME TAXES —Fhe 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 ctiteearates, as well as for the expected tax beokfiet operating loss and tax credit
carryforwards. During the third quarter of 2003% thompany recorded a valuation allowance of $22libmagainst all of its United States
and foreign net deferred tax assets in jurisdistimhere the Company has recognized significantatipgrlosses. This valuation allowance
was recorded because the Company has incurredicégnioperating losses in 2001, 2002 and yearate-through September 30, 2003.
Given such experience, and along with continuinigtildy in our customers’ industries, managememld not conclude that it was more
likely than not that the net deferred tax assetld/ibe realized. While there are indications thatitidustries in which the Company operates
may improve in 2004 and 2005, these indicationgheot yet resulted in a substantial increase iersrétom the Company’s customers.
Accordingly, the Company’s management, in accordamith SFAS No. 109, in evaluating the recoverapidf the net deferred tax asset,
placed greater weight on the Company’s historiealilts as compared to projections regarding fuaxable income. If the Company
generates future taxable income, in the approptéatgurisdiction, against which these tax attrédsuimay be applied,

8
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some portion or all of the valuation allowance Wi reversed and a corresponding reduction in iectax expense will be reported in future
periods.

When recording acquisitions, the Company kaended valuation allowances due to the uncerta@ated to the realization of certain
deferred tax assets existing at the acquisitioasddthe amount of deferred tax assets consideatidaele is subject to adjustment in future
periods if estimates of future taxable income danged. Any reversals of valuation allowances @&oin purchase accounting will be
reflected as a reduction of goodwill in the peraddeversal.

RESTRUCTURING COSTSRestructuring charges include the costs associgitadactions taken by the Company in responsedo 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 incurregit@n activity or cancel an existing contractolaligation, including closure of facilities a
employee termination related charges.

Effective January 1, 2003, the Company adofteflS No. 146, “Accounting for Exit or Disposal Adties.” This statement addresses
significant issues regarding the recognition, messent and reporting of costs that are associaidexit and disposal activities, including
restructuring activities that were previously aauted for pursuant to the guidance set forth in Ejimerissues Task Force (“EITF”) Issue
No. 94-3, “Liability Recognition for Certain Employee Temnation Benefits and Other Costs to Exit an A¢§iviSFAS No. 146 is effective
for exit or disposal activities that are initiatefier December 31, 2002. The adoption of SFAS M6.did not have a material effect on the
Company'’s financial position or results of operatiphowever expense recognition of certain resiring activities in 2003 have been
reported in later periods under SFAS No. 146 thanlvhave been the case under EITF Issue No. 94-3.

At the end of 2002, the Company announced intdjanges in its operations to occur through tliea#r2003. These included establishir
new manufacturing facility in China, consolidatiwgrldwide sales forces, a move to Tier 1 suppliprenarily in Asia, and the intention to
close or sell certain facilities.

Associated with the above plan, the Companggeized charges of approximately $1.0 millionha third quarter of 2003 that consisted
primarily of the recognition of expense for invotary employee termination benefits associated thighCompanys second quarter headco
reduction, asset impairments incurred as a re$eltiting its Longmont, Colorado manufacturing fams, and the involuntary termination of
20 employees in the third quarter of 2003.

In the second quarter of 2003, the Companggeized charges that consisted primarily of the@lamtary termination of 55 manufacturing
and administrative personnel in the Company’s dpgrations. Certain of the employees were termihatel paid prior to the end of the
second quarter of 2003, which resulted in restmirggucharges totaling approximately $768,000 far tiree months ended June 30, 2003. In
addition, certain employees were required to resderice beyond a minimum retention period (geheff days). In accordance with SFAS
No. 146, the Company measured the termination bisrafthe communication date, but approximatelyd200 was recognized as expe
during the third quarter of 2003, and approximagily 0,000 will be recognized as expense in thetfiogquarter of 2003 as these employees
complete their service requirement.

The Company also recorded charges totalingoagppately $1.5 million in the first quarter of 2B@rimarily associated with manufactur
and administrative personnel headcount reductiotiss Company’s Japanese operations. In accordetttdapanese labor regulations the
Company offered voluntary termination benefitsltmaits Japanese employees. The voluntary tertiinadenefits were accepted by 36
employees prior to March 31, 2003, with terminatitates in the second quarter of 2003. All termorabienefits were paid in the second
quarter of 2003.

At September 30, 2003, outstanding liabilitielsited to the 2003 and 2002 restructuring changee approximately $3.2 million. At
December 31, 2002, outstanding liabilities relatethe 2002 restructuring charges were approxim&@Il0 million. Liabilities for
restructuring charges are reported as part of @benued expenses on the accompanying condenssdlidated balance sheets.

9
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The Company recorded restructuring chargedingt $9.1 million in 2002, primarily associatedtfivchanges in operations designed to
reduce redundancies and better align the Comp#mera mass flow controller business within its opiegaframework. The Company’s
restructuring plans and associated costs cong$t®8.0 million to close and consolidate certaimofacturing facilities, and $3.1 million for

related headcount reductions of approximately 28pleyees.

The following table summarizes the componeffithe restructuring charges, the payments andcash-charges, and the remaining acc
as of September 30, 2003:

Employee

Severance and Facility Total
Termination Closure Restructuring
Costs Costs Charges
(In thousands)

Accrual balance December 31, 2( $ 96t $ 46z $1,42]
Third quarter 2002 restructuring chau 1,03: 2,187 3,22(
Payments in the first nine months of 2( (1,424 (408¢) (1,832
Accrual balance September 30, 2( 574 2,241 2,81t
Fourth quarter 2002 restructuring cha 2,021 3,81¢ 5,84(
Payments in the fourth quarter of 2C (98¢) (1,67¢) (2,666
Accrual balance December 31, 2( 1,60 4,38 5,98¢
First quarter 2003 restructuring cha 1,50¢ — 1,50¢
Second quarter 2003 restructuring che 67C 98 76€
Third quarter 2003 restructuring chau 704 307 1,011
Payments in the first nine months of 2( (4,199 (1,91¢) (6,109
Accrual balance September 30, 2( $ 297 $ 2,871 $ 3,16¢
] | ]

STOCK-BASED COMPENSATION R+ior to May 7, 2003 the Company had five stockeldasompensation plans, which are more fully
described in Note 16 to the Company’s Form 10-Kiffieryear ended December 31, 2002. On May 7, 2808bmpany’s stockholders
approved the 2003 Stock Option Plan (the “2003'®ldime 2003 Non-Employee Directors’ Stock OptidarP(the “2003 Directors’ Plan”)
and an amendment to the Employee Stock Purchasd€"EiaPP").

The 2003 Plan provides for the issuance abu$250,000 shares of common stock. Shares masbed under the 2003 Plan on exercise
of incentive stock options or non-qualified stogkions granted under the 2003 Plan or as restrattek awards. Stock appreciation rights
may also be granted under the 2003 Plan, and #reshepresented by the stock appreciation rigiitbevdeducted from shares issuable
under the 2003 Plan. The exercise price of incergtock options and non-qualified stock options matybe less than the market value of the
Company’s common stock on the date of grant. Tha@amy has the discretion to determine the vestangp@ of options granted under the
2003 Plan, however option grants will generallyt\mser four years, contingent upon the optionedinamg to be an employee, director or
consultant of the Company. As of September 30, 20(382,000 shares of common stock were availalgrant under this plan. The
Company’s 1995 Employee Stock Option Plan termohafeon stockholder approval of the 2003 Plan, h@wvexisting stock options
outstanding under the 1995 Employee Stock Optian Rfmain outstanding according to their origiearts.

The 2003 Directors’ Plan provides for the @&ste of up to 150,000 shares of common stock ortiseeof non-qualified stock options
granted under the 2003 Directors’ Plan. The exerngige of options granted under the 2003 Diret®lian may not be less than the market
value of the Company’s common stock on the datgrafit. Non-employee directors are automaticallytgé an option to purchase 15,000
shares on the first date elected or appointednasraber of the Company’s board, and 5,000 sharespulate re-elected as a member of the
board. Options granted on the date first electeappointed as a member of the Company’s board inatedy vest as to one-third of the
shares subject to the grant, then another one-thirgach of the first two anniversaries of the dg#mted, provided the optionee continues to
be a director. Options granted upon re-electioriamediately exercisable. As of September 30, 2@@3,000 shares of common stock were
available for grant under this plan. The Compamos-Employee Directors Stock Option Plan terminatpdn stockholder approval of the

2003
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Directors’ Plan, however existing stock optionsstamding under the Non-Employee Directors Stockddd®lan remain outstanding
according to their original terms.

The Company’s ESPP was amended to increaseithber of common shares reserved for issuance timel@lan from 200,000 shares to
400,000 shares. At September 30, 2003, approxiyna84d,000 shares remained available for futureaisse.

The Company accounts for employee stock-besetbensation using the intrinsic value method pilesd by APB Opinion No. 25,
“Accounting for Stock Issued to Employees” and tediainterpretations. With the exception of certgiions granted in 1999 and 2000 by a
shareholder of Sekidenko prior to its acquisitigrtte Company (which was accounted for as a podafrigterests), all options granted under
these plans have an exercise price equal to thieetealue of the underlying common stock on the aditgrant. Therefore, no stock-based
compensation cost is reflected in the Company’dasst

Had compensation cost for the Company’s pkees) determined consistent with the fair value-hasethod prescribed by SFAS No. 123,
“Accounting for Stock-Based Compensation,” the Camys net loss would have increased to the follgwadjusted amounts:

Three Months Ended Nine Months Ended

September 30, September 30, September 30, September 30,
2003 2002 2003 2002
(Unaudited)
(In thousands, except per share data)
Net loss:
As reportec $(27,43%) $(5,58() $(41,807) $(19,447)

Adjustment for stock-based compensation
determined under fair value based method

for all awards, net of related tax effe (2,562 (2,875 (8,009 (7,55¢)

Less: Compensation expense recognized i
loss 74 82 22€ 24¢€
As adjustec $(29,92¢) $(8,377) $(49,579 $(26,759)
| | I I

Basic and diluted loss per sha
As reportec $ (0.8%) $ (0.17) $ (1.30 $ (0.6])
As adjustec (0.93) (0.26) (1.59) (0.89)

Cumulative compensation cost recognized vétipect to options that are forfeited prior to vests reflected as a reduction of
compensation expense in the period of forfeitu@n@ensation expense related to awards granted threl@ompany’s employee stock
purchase plan is estimated until the period in Wisiettlement occurs, as the number of shares offronstock awarded and purchase price
are not known until settlement.

For SFAS No. 123 purposes, the fair valueamheoption grant and purchase right granted utdeESPP are estimated on the date of
grant using the Black-Scholes option pricing moali¢h the following weighted-average assumptions:

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2003 2002 2003 2002
OPTIONS:
Risk-free interest rate 2.87% 3.81% 2.8% 4.1%
Expected dividend yield ratt 0.C% 0.C% 0.C% 0.C%
Expected live: 7 years 7 years 7 years 7 years
Expected volatility 86.9%% 88.05% 87.2% 87.71%
ESPP:
Risk-free interest rate 1.1(% 1.91% 1.3%% 1.9%%
Expected dividend yield ratt 0.C% 0.C% 0.C% 0.C%
Expected live: 0.5 years 0.5 years 0.5 years 0.5 years
Expected volatility 71.9% 88.0(% 81.4% 88.0(%
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Based on the Black-Scholes option pricing nhatie weighted-average estimated fair value of leyge stock option grants was $14.89
and $14.01 for the three months ended Septemb&083, and 2002, respectively, and was $9.59 andi3Z06r the nine months ended
September 30, 2003 and 2002, respectively. Thehiezigaverage estimated fair value of purchasesighinted under the ESPP was $4.74
and $12.72 for the three months ended Septemb&083, and 2002, respectively, and was $4.71 and%%0r the nine months ended
September 30, 2003 and 2002, respectively.

EARNINGS PER SHARE Basic (loss) earnings per share (“EPS”) is compbtedividing net (loss) income by the weighted-aggr
number of common shares outstanding during the@gefihe computation of diluted EPS is similar te domputation of basic EPS, except
that the numerator is increased to exclude cecta@mges which would not have been incurred, andém@minator is increased to include the
number of additional common shares that would Heeen outstanding (using the if-converted and tmyastiock methods), if securities
containing potentially dilutive common shares (carile notes payable, options and warrants) had benverted to such common shares,
and if such assumed conversion is dilutive. Duda¢oCompany’s net loss for the three- and nine-tmpariods ended September 30, 2003
and 2002, basic and diluted EPS are the sameeassiumed conversion of all potentially dilutivewséies would be anti-dilutive. Potential
shares of common stock issuable under options andhnts for common stock at September 30, 20026868 were approximately
4.1 million and 3.3 million, respectively. Potehshares of common stock issuable upon converditmoCompany’s convertible
subordinated notes payable were approximately Hl®obmand 5.8 million, respectively.

DERIVATIVE INSTRUMENTS Fhe Company, including its subsidiaries, enters foteign currency forward contracts with
counterparties to mitigate foreign currency expesum foreign currency denominated trade purchaedsntercompany receivables and
payables. These derivative instruments are notfoeltlading or speculative purposes.

To the extent that changes occur in currexcha&nge rates, the Company is exposed to markebmists open derivative instruments. This
market risk exposure is generally offset by thexgailoss recognized upon the translation of itsrstompany payables and receivables.
Foreign currency forward contracts are enteredwitb major commercial U.S., Japanese and Germaksithat have high credit ratings, ¢
the Company does not expect the counterpartiesittofmeet their obligations under outstandingtcaets. Foreign currency gains and losses
under these arrangements are not deferred. The &onyenerally enters into foreign currency forwemdtracts with maturities ranging from
one to eight months, with contracts outstandin§egitember 30, 2003 maturing through February 200d.Company did not seek specific
hedge accounting treatment for its foreign currefiocyard contracts.

The Company’s subsidiary AE-Japan entersfor@ign currency forward contracts to buy U.S. ddlto mitigate currency exposure from
its payable position arising from trade purchasesiatercompany transactions with its parent. Agt8mber 30, 2003, AE-Japan held foreign
currency forward contracts with notional amount$65 million and market settlement amounts of $6ilion for an unrealized loss positi
of approximately $300,000 that has been includddrieign currency gain (loss) in the accompanyiogdensed consolidated statements of
operations.

During 2003, the Company’s subsidiary Advangeérgy Industries GmbH (“AE-Germany”) entered ifdceign currency forward
contracts to buy U.S. dollars to mitigate curreagposure from its payable position arising frondé&g@urchases and intercompany
transactions with its parent. At September 30, 28@3 Germany held foreign currency forward contsagtth notional amounts of $400,000
and market settlement amounts of $409,000 for aealized loss position of approximately $9,000 tieg been included in foreign currency
gain (loss) in the accompanying condensed congelidstatements of operations.

NEW ACCOUNTING PRONOUNCEMENFSIn May 2003, the FASB issued SFAS No. 150, “Aatting for Certain Financial
Instruments with Characteristics of both Liabiktiend Equity”. SFAS No. 150 establishes standandb® classification and measurement of
financial instruments with
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characteristics of both liabilities and equity. S&-No. 150 is effective for financial instrumentdezad into or modified after May 31, 2003
and for all financial instruments at the beginnaidhe first interim period beginning after Junge 2803. The adoption of SFAS No. 150 did
not have an impact on the Company'’s financial pmsior results of operations.

In April 2003, the FASB issued SFAS No. 148nfendment of Statement 133 on Derivative Instrumanid Hedging Activities”. SFAS
No. 149 amends SFAS No. 133 to provide clarificatio the financial accounting and reporting of d&tive instruments and hedgi
activities and requires contracts with similar euaeristics to be accounted for on a comparables b8BAS No. 149 is effective for contracts
entered into or modified after June 30, 2003. Tdhgpdon of SFAS No. 149 did not have an impactr@n@ompany’s financial position or
results of operations.

In January 2003 the FASB issued FASB Integti@h No. 46, “Consolidation of Variable Interesities” (“FIN No. 46"). This
interpretation clarifies existing accounting pripleis related to the preparation of consolidatedrfaial statements when the equity investo
an entity do not have the characteristics of arcdiintg financial interest or when the equity atkriis not sufficient for the entity to finance its
activities without additional subordinated finad@apport from others parties. FIN No. 46 requiie®mpany to evaluate all existing
arrangements to identify situations where a comgesya “variable interest” (commonly evidenced lguarantee arrangement or other
commitment to provide financial support) in a “\wdoie interest entity"qgommonly a thinly capitalized entity) and furthetekrmine when suc
variable interests require a company to consolittetevariable interest entities’ financial statetsanith its own. FIN No. 46 is effective
immediately for all variable interest entities deghafter January 31, 2003, and is effective fovaiiable interest entities created prior to that
date beginning January 1, 2004. The adoption of #¢iN46 did not, nor is it expected to, have a matémpact on the Company’s financial
position or results of operations.

In November 2002 the EITF reached a consemsussue No. 00-21, “Revenue Arrangements with idigltDeliverables.” EITF Issue
No. 0(-21 addresses revenue recognition on arrangemecosngassing multiple elements that are delivereatiffgrent points in time,
defining criteria that must be met for elementbdaconsidered to be a separate unit of accourdimfjaddressing the allocation of
consideration among determined separate unitsaofuating. EITF Issue No. 00-21 is effective foreaue arrangements entered into by the
Company beginning July 1, 2003. The adoption offEISSue No. 00-21 did not have a material impadhenCompanys financial position c
results of operations.

In November 2002 the FASB issued FASB Intagiren No. 45, “Guarantor’s Accounting and Disclas®&equirements 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 value kijations assumed under certain guarantee agresnffditional disclosures about
guarantee agreements are also required in intarthaanual financial statements, including a ratward of a company’s product warranty
liabilities. The disclosure provisions of FIN N #were effective for the Company as of Decembe2802. The provisions for initial
recognition and measurement of guarantee agreementdfective on a prospective basis for guararitest are issued or modified after
December 31, 2002. The adoption of FIN No. 45 dithave a material impact on the Company’s findrmaaition or results of operations.

In April 2002 the FASB issued SFAS No. 14BgScission of FASB Statements No. 4, 44, and 64e#dment of FASB Statement No. :
and Technical Corrections.” This statement rescBi@&S No. 4, “Reporting Gains and Losses from Eptishment of Debt,” which required
all gains and losses from extinguishments of delbietaggregated and, if material, classified asxairmordinary item, net of income taxes. As
a result, the criteria in Accounting Principles Bb®pinion No. 30 will now be used to classify ta@gmins and losses. Any gain or loss on the
extinguishment of debt that was classified as draexdinary item in prior periods presented thatsinot meet the criteria in APB 30 for
classification as an extraordinary item shall l#assified. The Company adopted the provisionsFASNo. 145 on January 1, 2003. The
adoption of this Statement will require the Comptmyeclassify its pretax extraordinary gain ofZ28,000 recorded during the fourth qua
of 2002 to income from continuing operations in @@mpany’s 2003 Annual Report on Form 10-K, anfltare filings.
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RECLASSIFICATIONS -Gertain prior period amounts have been reclassifiembnform to the current period presentation.
(2) ACQUISITIONS

LITMAS— During 1998 the Company acquired a 29% ownerstigrest in LITMAS, a privately held, North Cardditbased 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 Compacyuired an additional 27.5% interest in LITMAS &m additional $560,000. The
purchase price consisted of $385,000 in the Conipaimynmon stock and $175,000 in cash. The acqunsitias 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 Company’s consolidateghfifal statements from the date the controllingrigst of 56.5% was acquired. On
October 1, 2000, the Company acquired an additi®:@ interest in LITMAS for an additional $250,0@0inging the Compang’ownershi|
interest in LITMAS to 59.5%. On April 2, 2002, timmpany completed its acquisition of the 40.5% IGMLAS that it did not previously
own, by issuing approximately 120,000 shares ofGbmpany’s common stock valued at approximatel $illion, and approximately
$400,000 of cash. The acquisition of the remaimmigority interest in LITMAS resulted in approximéteés5 million of additional goodwiill.
In the fourth quarter of 2002, the Company revietvesd asset for impairment under the provisionSBAS No. 142. Based on this evaluat
an impairment was not indicated. The Company wailitlue to review this asset in the future for immpent.

DRESSLER -On March 28, 2002, the Company completed its adopunsof Dressler HF Technik GmbH (“Dressler”), avately 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 2003, at which timertdated escrow liability was settled.
The purchase price was also subject to a $3.0omi#arn-out provision if Dressler achieved cerkap business objectives by March 30,
2003. These business objectives were not met farittre 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 wstlbéished 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 ptdadolnology, production efficiency, logistics andrldwide service.

The acquisition was accounted for using thelpase method of accounting in accordance with SRASL41, “Business Combinations,”
and the operating results of Dressler are refleictéde 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 up@parnttient appraisals. In the fourth
quarter of 2002, the Company finalized its purchasee allocation.
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The purchase price, as finalized, was allattdghe net assets of Dressler 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 (319
Accrued payrol (39
Other accrued expens 474
Deferred tax liability (2,945
Income taxes payab (725)
$16,75(

|

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 Company&esxéd these assets for impairment under the pravasid SFAS No. 142. Based on this
evaluation, an impairment was not indicated. Then@any will continue to review these assets in tharé for impairment. The Company
recognized approximately $1.8 million and $450,60@mortization expense related to these amorezaithngibles acquired from Dressle
the nine-month periods ended September 30, 2002@02] respectively.

Prior to the combination, there were transactibetween the Company and Dressler in 2001 anfirgh three months of 2002. In 2001,
Company purchased approximately $2 million of ineey from Dressler, and Dressler purchased appratéim $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’mbas.

AERA— On January 18, 2002, the Company completed gaisition of Aera Japan Limited (“Aera”), a privatdeld Japanese
corporation. The Company effected the acquisitimough its wholly owned subsidiary, AE-Japan, whpcinchased all of the outstanding
stock of Aera. The aggregate purchase price pailEbyapan was 5.73 billion Japanese yen (approeiyn&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 Kiréfth&ermany; and Bundang, South Korea; and sal@service 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 closed its Edinburgh, Scotland facilitying the third quarter of 2003, and
plans to close its Kirchheim, Germany facility laire 2003. Aera supplies the semiconductor capigalipment industry with product lines tl
include digital mass flow controllers, pressuredmhmass flow controllers, liquid mass flow contad, ultrasonic liquid flow meters and
liquid vapor 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 tfespia-based manufacturing process used in the ntamgaf semiconductors, as well as
providing improved access to potential Asian-basestomers for the Company’s other products.

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 assets vexorded at estimated fair values based upa@pernttient appraisals. In the fourth
quarter of 2002, the Company finalized its purcha$ee allocation.
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The purchase price, as finalized, was allattdghe net assets of Aera as summarized below:

(In thousands)

Cash and cash equivalel $ 8,27¢
Marketable securitie 11¢&
Accounts receivabl 8,40¢
Inventories 19,24:
Other current asse 53C
Fixed asset 13,38t
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 debr (19,599
$ 43,96¢

I

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 will continue to review these assets irftigre for impairment. The Company recognized agpnately $1.1 million and

$2.2 million of amortization expense related to én@ortizable intangibles acquired from Aera intiree-month periods ended September 30,
2003 and 2002, respectively.

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 nine-month plegimded September 30, 2002 would not have differarially from the reported results
of operations for the Company.

(3) MARKETABLE SECURITIES

MARKETABLE SECURITIE®nsisted of the following:

September 30, December 31,
2003 2002
(Unaudited) (Unaudited)
(In thousands)

Commercial pape $ 82,63¢ $ 65,25(
Municipal bonds and note 18,50( 34,10(
Institutional money marke 2,24C 2,80¢
Total marketable securitit $103,37¢ $102,15¢

] ]

These marketable securities are stated aigpend market value. The commercial paper considigyh credit quality, short-term
preferreds with maturities or reset dates of apipnately 120 days.
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(4) ACCOUNTS RECEIVABLE

ACCOUNTS RECEIVABLéonsisted of the following:

September 30, December 31,
2003 2002
(Unaudited) (Unaudited)
(In thousands)
Domestic $14,16¢ $16,47¢
Foreign 39,08: 27,37¢
Allowance for doubtful accoun (2,509 (3,05¢)
Trade accounts receivak 50,74 40,797
Other 3,22t 3,08¢
Total accounts receivab $53,96° $43,88¢
| |

(5) INVENTORIES

Inventories include costs of materials, ditabbr and manufacturing overhead. Inventoriessahged at the lower of cost or market,
computed on a first-in, first-out basis and arespreéed net of reserves for obsolete and excesstnye Inventory is written down or written
off when it becomes obsolete, generally becausmgineering changes to a product or discontinuaheegproduct line, or when it is deemed
excess. These determinations involve the exerdisigoificant judgment by management, and as deimates! in recent periods, demand for
the Company’s products is volatile and changexpeetations regarding the level of future salesreanlt in substantial charges against

earnings for obsolete and excess inventory. Invaga@onsisted of the following:

September 30,

December 31,

2003 2002
(Unaudited) (Unaudited)
(In thousands)
Parts and raw materic $42,68( $40,14"
Work in proces: 4,14z 4,43¢
Finished good 11,757 12,72«
Total inventories $58,57¢ $57,30¢
| |

(6) STOCKHOLDERS’ EQUITY

COMPREHENSIVE LOSBr the Company consists of net loss, foreign awydranslation adjustments and net unrealizedihgldains

(losses) on available-for-sale marketable investraecurities as presented below:

Nine Months Ended
September 30, 2003

Nine Months Ended
September 30, 2002

(Unaudited) (Unaudited)
(In thousands)
Net loss, as reporte $(41,809) $(19,44)
Adjustment to arrive at comprehensive net lossphédxes:
Unrealized holding gain (loss) on availe-for-sale marketable securiti 1,02t (2,480
Cumulative translation adjustmet 4,01¢ 2,85t
Comprehensive net lo: $(36,767) $(19,06%)
I |
STOCKHOLDERS' EQUIT¥onsisted of the following (in thousands, exceptyadue):
September 30, December 31,
2003 2002
(Unaudited) (Unaudited)
Common stock, $0.001 par value, 70,000 shares aritlp 32,337 and 32,140 shares issued and
$ 32 $ 32

outstanding, respective



Additional paic-in capital

140,28t 138,42¢

Retained earning 2,391 44,19
Deferred compensatic (179 (542)
Unrealized holding gains (losses) on avail-for-sale securities, net of t: 992 (33)
Cumulative translation adjustments, net of 5,27¢ 1,26(
Total stockholder equity $148,79¢ $183,33¢
| |
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(7) CONVERTIBLE SUBORDINATED NOTES PAYABLE

The Company has approximately $121.5 millib6.600% convertible subordinated notes outstan®®0% Notes”). These notes mature

September 1, 2006, with interest payable on Martlarid September Stof each year beginning March 1, 2002. At Septer86e2003,
approximately $500,000 of interest expense relatete 5.00% Notes was accrued as a current bbili

The Company has approximately $66.2 millio’» @5% convertible subordinated notes outstand®b@%% Notes”). These notes mature
November 15, 2006, with interest payable on Mat"and November 1% each year beginning May 15, 2000. At SeptembeRG03,
approximately $1.3 million of interest expense tedisto the 5.25% Notes was accrued as a currdaiitija

(8) COMMITMENTS AND CONTINGENCIES

GUARANTEES —Fhe Company offers warranty coverage for its proslfmr periods ranging from 12 to 60 months aftépment, with
the majority of its products ranging from 18 tor@énths. The Company estimates the anticipated obsépairing products under warranty
based on the historical cost of the repairs anéeteg failure rates. The assumptions used to estimarranty accruals are reevaluated
periodically in light of actual experience and, whappropriate, the accruals are adjusted. The Coympdetermination of the appropriate
level of warranty accrual is subjective and base@éstimates. Estimated warranty costs are recatiek time of sale of the related product,
are adjusted as appropriate and are considerest afceales.

The following summarizes the activity in therffpany’s warranty reserves during the nine-montiogeended September 30, 2003:

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

(In thousands)

Reserve for warranty obligatiol $9,40: $6,97( $(9,407) $6,96¢

DISPUTES AND LEGAL ACTIONS Fae Company is involved in disputes and legal astiarising in the normal course of its business.
While the Company currently believes that the anh@fimny ultimate potential loss would not be miatleto the Company’s financial
position, the outcome of these actions is inheyattifficult to predict. In the event of an adverm#come, the ultimate potential loss could
have a material adverse effect on the Company&hfiral position or reported results of operationa particular period. An unfavorable
decision, particularly in patent litigation, coulkeljuire material changes in production procességerducts or result in the Company’s
inability to ship products or components found &vé violated third-party patent rights. The Compaogrues loss contingencies in
connection with its litigation when it is probalileat a loss has occurred and the amount of theclosbe 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 fafdiKS 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 agreementa$fect until all patents subject to the litigat expire. Under the settlement agreement,
royalties payable to MKS from sales of the licenpeatluct were not material in any period presented.

In April 2003, the Company filed a claim iretbnited States District Court for the District@blorado seeking a declaratory ruling that its
new plasma source products Xstream™ With Activeddiaig Network™ (“Xstream Products”) are not in @tbn of U.S. Patents held by
MKS. In May 2003, MKS filed a patent infringemeniitsagainst the Company in the United States is@€ourt in Wilmington,
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Delaware, alleging that the CompasyXstream Products infringe five patents held by34Khe Company believes that the Delaware cot
its May 2002 judgment in prior litigation betwedretCompany and MKS, clearly defined the limitstaf MKS technology. The Company
specifically designed its Xstream Products nonhfdnge MKS'’s patents, with the advice of a teaninofependent experts. The Company
intends to pursue its declaratory ruling and defégdrously against the MKS complaint.

(9) SUPPLEMENTAL CASH FLOW DISCLOSURES

In the second quarter of 2003, as part oftbmpany’s ongoing cost reduction measures, the @agnpommitted to a plan to sell certain
inventory and property and equipment assets taslated third party at their respective net boalugs. These assets were primarily used in
the manufacture of a component for the Compsudyrect current and radio frequency products aerkvgold on June 30, 2003. In conjunc
with the sale, the Company received approximatélg $illion in cash and a short-term note receigdbl approximately $1.5 million in
exchange for inventory with a carrying value of epqimately $2.1 million and property and equipmeiith a carrying value of approximat:
$1.0 million.

In the fourth quarter of 2002 the Company amued plans to consolidate certain manufacturiniitias. In the third quarter 2003, the
Company finalized the sale of its Longmont, Colardakility for approximately $2.0 million in cashihe building and land had a carrying
value of approximately $2.2 million, resulting inass of approximately $200,000 which has beenrdembas restructuring expense in the
accompanying condensed consolidated financialratiés.

(10) SUBSEQUENT EVENT

As part of the Company’s previously announsidtegy to reduce its operating breakeven pdistQompany made a strategic decision in
the fourth quarter of 2003, to close its Voorhéémsw Jersey manufacturing and design facility aaddfer its operations to Fort Collins,
Colorado. The Company expects to complete thisuckom the first quarter of 2004.
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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 and Section 21E of theufities Exchange Act of 1934. Statements thabtrer than historical information are
forward-looking statements. For example, statemestitging to our beliefs, expectations and plaesfarward-looking statements, as are
statements that certain actions, conditions ouaiistances will continue. Forward-looking statemémislve risks and uncertainties, which
are difficult to predict and many of which are bagicur control. As a result, our actual results midfier materially from the results discus:
in the forward-looking statements. We assume nigatibn to update any forward-looking statementtherreasons why our actual results
might differ.

Risk and Uncertainties

We have invested significant human and financial ources to establish a China-based manufacturing ddity and transition our
supply base to Tier 1 Asian suppliers.

As part of our strategy to reduce our opegatiash flow breakeven point to a quarterly reveauel of approximately $60 million we are
relying on lower labor and component costs assediatith our new China-based manufacturing facditgl transition to Tier 1 Asian
suppliers. This strategy involves significant righksluding:

. our customers may not accept products manufacairedr Chinese facility

. our customers have strict “copy exact” requireta@vhich may delay or prevent acceptance of lowst components from Tier 1
Asian suppliers

. we may not be able to successfully comply with @'s strict governmental regulatior
. we may not be able to attract and retain key pemidn our Chinese facility

. we may incur significant costs to test and repeaducts manufactured in our China facility toigate the risk of shipping lower
quality products to our custome

. the Chinese government may allow the yuan to #igainst the U.S. dollar, which could significaritigrease our operating cos

. disruption of our United States employee b

The occurrence of any of theses factors anotimgrs could significantly impact our goal to reduar operating cash flow breakeven pc
as well as result in significant costs, expendiued asset impairments.
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Our quarterly operating results fluctuate significantly and are difficult to predict.

Our quarterly operating results have fluctdaignificantly, and we expect them to continuexperience significant fluctuations.
Fluctuations in our quarterly results historicdiigve resulted in corresponding changes in the rhariees of our securities. Our quarterly
operating results are affected by a variety ofdexstmany of which are beyond our control and dlifiti to predict. These factors include:

. changes in economic conditions in the semicormfiantd semiconductor capital equipment industniesather industries in which
our customers operat

. the timing and nature of orders placed by our custs;

. changes in custome¢ inventory management practici

. customer cancellations of previously placed ord@id shipment delay

. pricing competition from our competitor

. customer demands to reduce prices, enhance featamsve reliability, shorten delivery times andaend payment term:

. component shortages or allocations or other fadt@t change our levels of inventory or subssdlgtincrease our spending on
inventory or result in manufacturing dela

. the introduction of new products by us or our cotitpes;
. declines in macroeconomic conditiol
. potential litigation especially regarding intelleat property; ant

. our exposure to currency exchange rate fluctnatietween the several functional currencies igidorlocations in which we have
operations

The semiconductor and semiconductor capital equipm industries are highly volatile, which impacts ow operating results.

The semiconductor and semiconductor capitaipagent industries have historically been cyclisatause of sudden changes in demar
semiconductors and manufacturing capacity. Theaathanges in demand, including end demand, islaating, and the effect of these
changes is occurring sooner, exacerbating theiliglatf these cycles. These changes affect théntinand amount of our customers’
equipment purchases and investments in new tecgnods well as our costs and operations.

During periods of declining demand for semuboctor equipment components, our customers tygicatluce purchases, delay delivery of
products and cancel orders. We might incur sigaiftccharges as we seek to align our cost struetiinethe reduction in sales. In addition,
might not be able to respond adequately or quieklyugh to the declining demand. Our inability tduee costs would adversely affect our
operating results.

During periods of growth in the semiconduand semiconductor capital equipment
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industries, we might not be able to acquire or tgvsufficient manufacturing capacity or inventéoymeet our customersicreasing demar
for our products. In addition, we might be requitednake substantial capital investments to in@eapacity.

A significant portion of our sales is concentratedmong a few customers.

Our ten largest customers accounted for 558®bafR6 of our total sales in the third quarters@2and 2002, respectively, and 53% and
55% of our total sales in the first nine month2@03 and 2002, respectively. Our largest custofgplied Materials, accounted for 17% and
28% of our total sales in the third quarters of2@8d 2002, and 19% and 29% of our total saldsdmine-month periods ended
September 30, 2003 and 2002, respectively. Theolioasy of our significant customers or a materguction in any of their purchase orders
would significantly harm our business, financiahdiion and results of operations. Given the natifreur customer base, we are also subject
to significant pricing pressure.

The markets in which we operate are highly competite.

We face substantial competition, primarilyrfr@stablished companies, some of which have gréatarcial, marketing and technical
resources than we do. Our primary competitors alerly Group, Inc.; Comdel; Daihen Corp.; Huetgnglektronik GmbH and Co. KG;
Kyosan Electric Manufacturing Co. Ltd.; MKS Instrants, Inc.; Mykrolis Corp.; Shindingen; and STEQ.] a Horiba Group Company. We
expect that our competitors will continue to deypeh@w products in direct competition with ours, noye the design and performance of tl
products and introduce new products with enhaneefibpnance characteristics.

To remain competitive, we must improve andagwpour products and product offerings. In addjtisa may need to maintain a high level
of investment in research and development and ekpansales and marketing efforts, particularlysalé of the United States. We might not
be able to make the technological advances andtimesnts necessary to remain competitive. Our iitsalbd improve and expand our prodt
and product offerings would have an adverse affeatur sales and results of operations.

We are exposed to risks associated with previous@usitions and potential future acquisitions

We have made, and may in the future make,isitigns of, or significant investments in, busises with complementary products, serv
and technologies. Acquisitions involve numerouks;isncluding but not limited to:

. diversion of manageme's attention from other operational matte
. the inability to realize expected synergies resglfrom the acquisitior
. failure to commercialize purchased technolc

. significant and unanticipated capital investmestguired to integrate acquired businesses and téaies;
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. retaining existing customers and strategic partatexquired companie
. increased levels of intangible asset amortizatipease
. potential material impairment of acquired intangibksets; an

. dilution of earnings

Mergers and acquisitions are inherently suliggenultiple significant risks. If we are unabtedffectively manage these risks our business,
financial condition and results of operations Wil adversely affected.

We might not be able to compete successfully in etnational markets or meet the service and suppomeeds of our international
customers.

For the nine-month periods ended Septembe2(@18 and 2002 our sales to customers outside titedJStates were approximately 53%
and 37% of our total sales. Our success in compétimternational markets is subject to our apild manage various risks and difficulties,
including but not limited to:

. our ability to develop relationships with suppli@rsd other local business:

. compliance with product safety requirements anddsteds that are different from those of the Unii¢ates
. variations in enforcement of intellectual propeatyd contract rights in different jurisdictior

. trade restrictions and political instabilil

. the ability to provide sufficient levels of techalsupport in different location

. collecting past due accounts receivable from fareigstomers; an

. changes in tariffs, taxes and foreign currency arge rates

Our ability to implement our business stratsgand maintain market share will be compromidegieiare unable to manage these, and
other international risks successfully.

Component shortages exacerbated by our dependence sole and limited source suppliers could affect awbility to manufacture
products and systems, and can delay our shipments.

Our business depends on our ability to manufagroducts that meet the rapidly changing demafdur customers. Our ability to
manufacture depends in part on the timely deliwdparts, components and subassemblies from suppidée rely on sole and limited source
suppliers for some of our parts, components andssdmblies that are critical to the manufacturinguo products. This reliance involves
several risks, including the following:

. the potential inability to obtain an adequate symblrequired parts, components or subassemt

. the potential for a sole source provider to cegeraiions
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. our potential need to fund the operating losses safle source provide
. reduced control over pricing and timing of deliverfyparts, components and subassemblies

. the potential inability of our suppliers to demgltechnologically advanced products to supportgoowth and development of new
products.

If we are unable to successfully qualify aiddial suppliers and manage relationships with aistieg and future suppliers, we will
experience shortages of parts, components or seripaties, increased material costs and shipping/déta our products, which will
adversely affect our results of operations andimiahips with current and prospective customers.

We are highly dependent on our intellectual propery and are exposed to various risks related to legakoceedings and claims.

Our success depends significantly on our petgmy technology. We attempt to protect our istetiial property rights through patents and
non-disclosure agreements. However, we might netdbe to protect our technology, and competitorghinbe able to develop similar
technology independently. In addition, the lawsaife foreign countries might not afford our intefleal property the same protections as do
the laws of the United States. Our intellectualpemty is not protected by patents in several céesmitn which we do business, and we have
limited patent protection in some other countriesie are unable to successfully protect our iettllial property, our results of operations
be adversely affected.

Defending against intellectual property litiga is costly. We have recently faced significeméllectual property litigation, which resulted
in us recording approximately $5.3 million in ligéiion damages and expenses in 2002. In May 200% MKtruments, Inc. filed a patent
infringement suit against us in the United Statesri@t Court in Wilmington, Delaware, alleging traur Xstream™ With Active Matching
Network™ products infringe five patents held by MKS. Weeimd to defend vigorously against the MKS complaiawever, an adverse
determination in the MKS or any future litigatiooutd cause us to lose proprietary rights, subjedbusignificant liabilities to third parties,
require us to seek licenses or alternative teclyiedofrom others or prevent us from manufacturingetling our products and impact future
revenue. Any of these events could threaten ouness, financial condition and results of operation

We must achieve design wins to retain our existingustomers and to obtain new customers.

The constantly changing nature of semiconduetarication technology causes equipment manufactuo continually design new
systems. We must work with these manufacturery @atheir design cycles to modify our equipmentlesign new equipment to meet the
requirements of the new systems. Manufacturerg&jlgichoose one or two vendors to provide the comepts for use with the early system
shipments.
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Selection as one of these vendors is called anl@giy It is critical that we achieve these designs in order to retain existing customers and
to obtain new customers.

Once a manufacturer chooses a component éoinus particular product, it is likely to retalmat component for the life of that product.
Our sales and growth could experience materialpgokbnged adverse effects if we fail to achievagtesvins. In addition, design wins do r
always result in substantial sales or profits.

We believe that equipment manufacturers aftdact their suppliers based on factors such astlerm relationships. Accordingly, we may
have difficulty achieving design wins from equiprhemanufacturers who are not currently customeradidition, we must compete for des
wins for new systems and products of our existingt@mers, including those with whom we have had@mm relationships. If we are not
successful in achieving design wins our sales aadlts of operations will be adversely impacted.

Our success depends upon our ability to attract andetain key personnel.

Our success depends in large part upon olityaii attract, retain and motivate key employassluding our senior management team and
our technical, marketing and sales personnel. Teggdoyees may voluntarily terminate their emplogingith us at any time. The process
hiring employees with the combination of skills aittibutes required to carry out our strategy lbarextremely competitive and time
consuming. We may not be able to successfullymegzisting personnel or identify, hire and integraéw personnel. If we lose the service
key personnel for any reason, including retiremengre unable to attract additional qualified persel, our business, financial condition and
results of operations will be adversely affected.

Warranty costs on certain products may be in excess historical experience.

In recent years we have experienced higher éxpected levels of warranty costs on certainyectsd We have been required to repair,
rework, and in some cases, replace, these prodDotswvarranty costs generally increase when wedltte newer, more complex products.
We recorded warranty costs of approximately $7 lianiand $6.6 million for the nine-month periodsded September 30, 2003 and 2002,
respectively. If such levels of warranty costs [ m@r increase in the future, our financial coimditand results of operations will be adversely
affected.

We are subject to numerous governmental regulations

We are subject to federal, state, local amelifm regulations, including environmental regulat and regulations relating to the design and
operation of our products and control systems. Wghtnncur significant costs as we seek to ensaé dur products meet safety and
emissions standards, many of which vary acrosstdtes and countries in which our products are.usdtie past, we have invested
significant resources to redesign our productotoply with these directives. We believe we areampliance with current applicable
regulations, directives and standards and havensutall
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necessary permits, approvals and authorizationenduct our business. However, compliance withreutegulations, directives and standi
could require us to modify or redesign some praglutiake capital expenditures or incur substantisisc If we do not comply with current or
future regulations, directives and standards:

. we could be subject to fine
. our production could be suspended

. we could be prohibited from offering particular guets in specified market
Our inability to comply with current or futuregulations, directives and standards will advgratect our operating results.

Our Chief Executive Officer owns a significant perentage of our outstanding common stock, which coulénable him to control
our business and affairs.

Douglas S. Schatz, our Chief Executive Offioened approximately 33.8% of our common stocktantding as of September 30, 2003.
This stockholding gives Mr. Schatz significant watipower. Depending on the number of shares thshibor otherwise are not voted on a
particular matter, Mr. Schatz may be able to eddladf the members of our board of directors anddotrol our business affairs for the
foreseeable future.

Other

New risk factors emerge from time to time, &rid not possible for us to predict all such riaktors, nor can we assess the impact of all
risk factors on our business, or the extent to tviaicy factor, or combination of factors, may caastial results to differ materially from
those contained in any forward-looking statemets. expectations, beliefs and projections are esga@ in good faith and are believed to
have a reasonable basis. However, we make no assutizat such expectations, beliefs or projectwitide 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 of America
preparing our financial statements, we must makmates and judgments that affect the reported atsoaf assets and liabilities, revenues
and expenses, and related disclosure of contiragsets and liabilities at the date of our finansiatements. Actual results may differ from
these estimates under different
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assumptions or conditions.

We believe that the following critical accoimgt policies affect our more significant judgmeats] estimates used in the preparation of our
consolidated financial statements.

. Valuation of intangible assets and good»

. Long-lived assets including intangibles subject to aimatibn
. Reserve for excess and obsolete inven

. Reserve for warrant

. Fair value of derivative instrumer

. Commitments and contingenci

. Revenue recognitio

. Stocl-based compensatic

. Deferred income taxe

Please see the discussion of critical accogmiolicies in our Form 10-Q for the three- andmsianth periods ended June 30, 2003, filed
with the Securities and Exchange Commission on Aug8, 2003.

OVERVIEW

We design, manufacture and support a grolgptomponents and subsystems for vacuum procstensy. Our primary products are
complex power conversion and control systems. @aalyrcts also control the flow of gasses into theepss 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 wathklthhrough our customer service and technical sipgganization.

We provide solutions to a diversity of markatsl geographic regions. However, we are focusgti@aemiconductor capital equipment
industry, which accounted for approximately 58% @feélo of our sales in the nine-month periods endgatednber 30, 2003 and 2002,
respectively. Beginning in 2001 the semiconductgital equipment industry saw the steepest cutbacipital equipment purchases in
industry history. The continued industry downtuaslesulted in a significant decrease in demandédoriconductor capital equipment and
related components. Inventory buildups coupled wiithver than expected personal electronics saléslaw global economic growth have
caused semiconductor companies teveluate their capital spending and initiate cedtiction measures. These factors resulted in Isalet
and downward gross margin pressure for our prodlaisg the periods presented. We expect futuesdal the semiconductor capital
equipment industry to represent approximately 56%0% of our total revenue, depending upon theagtreor weakness of the industry
cycles.
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We have incurred significant losses over th&t pen quarters primarily as a result of loweeraes as well as duplicative manufacturing
facilities associated with our new China-based rfeturing facility and transition to Tier 1 Asianppliers. Over the past ten quarters, we
have been unable to achieve profitability at curremenue levels and do not have confidence of@ifstant industry recovery in the short-
term. We have established a goal of reducing oaraimg cash flow breakeven point to a quarterenelie level of approximately
$60 million by the end of 2003, but cannot provéshy assurance that such goals or revenue levetchievable in 2003.

Results of Operations

SALES

Sales were $68.6 million and $70.7 milliorthe third quarters of 2003 and 2002, and $187.Kamiand $181.5 million in the nine-month
periods ended September 30, 2003 and 2002, regplgctDur sales decreased approximately 3% quavesrquarter, and increased
approximately 3% from the 2002 nine-month periothi®2003 nine-month period, primarily due to ocqusitions of Aera and Dressler in
the first quarter of 2002 and strength in our nemigonductor related markets. Our quarterly revdeuels continue to be extremely volatile

due to significant fluctuations in demand for oumngucts from the industries in which we operatpgesally the semiconductor capital
equipment industry.

Due to factors previously discussed, our s@ele semiconductor capital equipment industiglided from the 2002 periods during the
three- and nine-month periods presented, whil®ther industries we serve showed varying leveisngiovement.

The following tables summarize net sales ardgntages of net sales by customer type for tieetland nine-month periods ended
September 30, 2003 and 2002:

Three Months Ended September 30, Nine Months Ended September 30,

2003 2002 2003 2002

(In thousands)

Semiconductor capital equipme $38,01¢ $48,06¢ $108,87t $129,13¢
Data storag: 9,15¢ 5,401 21,30¢ 11,86¢
Flat panel displa 7,14¢ 5,831 19,08: 10,76¢
Advanced product applicatiol 14,24¢ 11,36¢ 38,41( 29,68t
$68,567 $70,67¢ $187,67: $181,45:
| | I I

Three Months Ended September 30, Nine Months Ended September 30,

2003 2002 2003 2002
Semiconductor capital equipme 56% 68% 58% 71%
Data storag: 13 8 11 7
Flat panel displa 10 8 10 6
Advanced product applicatiol 21 16 21 16
10(% 10(% 10(% 10C%
| | | |

Applied Materials, Inc. is our largest custorard accounted for 17% and 28% of our sales ®thhee months ended September 30, 2003
and 2002, and 19% and 29% of our
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sales for the nine months ended September 30, 20D2002. No other customer accounted for more 168 during these periods.

Our acquisitions of Aera and Dressler in fingt fuarter of 2002, our decline in sales to #misonductor capital equipment industry, and
the progression of electronics research and deredapand manufacturing to Asia has resulted ineesed sales in the United States and
increased sales in Europe and Asia Pacific. Thisdtis expected to continue as more companiegimtiustries we serve seek to reduce «
by outsourcing and offshoring in regions other tHaUnited States.

The following tables summarize net sales ardgntages of net sales by geographic region &thitee- and nine-month periods ended
September 30, 2003 and 2002:

Three Months Ended September 30, Nine Months Ended September 30,

2003 2002 2003 2002

(In thousands)
United States and

Canads $29,75: $40,75¢ $ 87,12¢ $113,49!
Europe 15,22 10,82« 38,277 25,00(
Asia Pacific 23,31 18,89: 61,84 42 52¢
Rest of world 281 19¢ 427 43C

$68,56° $70,67: $187,67: $181,45:
[ | [ | | |

Three Months Ended September 30, Nine Months Ended September 30,

2003 2002 2003 2002

United States and Cana 44% 58% 47% 63%

Europe 22 15 20 14

Asia Pacific 34 27 33 23

Rest of world — — — —
10C% 10C% 10C% 10C%
[ | [ | [ | [ |

GROSS MARGIN

Our gross margin was 33.7% and 37.6% in thid ffuarters of 2003 and 2002, respectively. Oosgmargin was 32.7% and 35.4% for
the nine months ended September 30, 2003 and &&€j=ctively. Our gross margin declined from th@2periods to the 2003 periods
primarily due to duplicative costs associated witin China-based manufacturing facility, and traosito Tier 1 Asian suppliers.

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

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

. unanticipated costs to comply with our customeogy exact requirements, especially related toGhina transition and move to
Tier 1 Asian suppliers

. the semiconductor industry’s continued move t0r8t wafers and smaller line widths, which requiegviproducts that early in
their life cycle and at low production levels, tyaily have lower margins than our established pets]
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. cost reduction programs initiated by semiconduetanufacturers and semiconductor capital equipmemtufacturers, which
negatively impact our average selling pri

. warranty costs in excess of historical rates arrdeapectations

. increased levels of excess and obsolete invergither due to market conditions, the introducttbmew products by our
competitors, or our decision to discontinue cerduct lines

. significant patent litigation losses, resultinguimanticipated royalty costs; a

. erosion of our sales base, due to industry cygeseral economic conditions, customer migration@ther factors

We provide warranty coverage for our produatgying from 12 to 60 months, with the majorityoofr products ranging from 18 to
24 months, and estimate the anticipated cost @firieg our products under such warranties baseti@historical cost of the repairs and
expected product failure rates. The assumptionasedo estimate warranty accruals arevaluated periodically in light of actual experier
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 expen$2df million and $2.6 million in the third quartes62003 and 2002 and $7.0 million and
$6.6 million in the nine-month periods ended Sepen80, 2003 and 2002, respectively.

The following summarizes the activity in ouamanty reserve during the three- and nine-monttoge ended September 30, 2003:

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

(In thousands)

Reserve for warranty obligations three months $7,371 $2,18¢ $(2,590) $6,96¢
ended September 30, 20
Reserve for warranty obligations nine months $9,40: $6,97( $(9,407) $6,96¢

ended September 30, 20

As a result of the prolonged downturn in taemgonductor industry, semiconductor manufactuaes semiconductor capital equipment
manufacturers are striving to reduce their costs; €ost reduction programs initiated by semiconduntanufacturers and semiconductor
capital equipment manufacturers could have a sagmf impact on our future gross margins.

RESEARCH AND DEVELOPMENT EXPENSES

We believe continued investment in the redeara development of new products and subsysteor#ical to our ability to serve new and
existing markets, develop new products and impeoisting product designs. However, we cannot pmwasisurance that the products and
subsystems we develop will meet customer requirésnghen those products are introduced to the mafkebe advantageously positioned
fora
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turnaround in demand, we continue to invest heawmilyew product development even during industnymkoirns, which allows us to compete
for ongoing design wins on our customers’ new potidn tools. Since our inception, all of our resdeand development costs have been
expensed as incurred.

Our research and development expenses wer@ Biifion and $12.2 million in the third quartes62003 and 2002, respectively. Rese:
and development expenses were $38.9 million and$86lion in the nine-month periods ended Septen3le 2003 and 2002, respectively.
Despite our cost reduction measures, our reseactklevelopment expenses increased from the thadeuof 2002 to the third quarter of
2003 primarily due to expenditures to launch nesiadrequency and direct current products. Ouraegeand development expenses
increased from the 2002 nine-month period to tH@2tine-month period due to our acquisitions ofad@nd Dressler in the first quarter of
2002 and the new product launches discussed above.

SALES AND MARKETING EXPENSES

As we have expanded our product offeringssates channels through acquisitions, product dpwatmt and the opening of new sales and
service locations our sales and marketing effaatseethecome increasingly complex. We have contitlieeffort to market our products
directly to end users, in addition to our tradiibmarketing to manufacturers of semiconductorteapguipment and other thin-film systems.
Our sales and marketing expenses support domestimternational sales and marketing activities thelude personnel, trade shows,
advertising, and other selling and marketing attigi

Sales and marketing expenses were $7.3 miliwh$9.7 million in the third quarters of 2003 &2, respectively. This represents a
24.7% decrease from the third quarter of 2002 eéathlird quarter of 2003. Our sales and marketimeases were $23.9 million and
$25.2 million in the nine-month periods ended Seytter 30, 2003 and 2002, representing a 5.0% decfeaa the 2002 nineronth period t
the 2003 nine-month period. The decrease during¢hieds presented was primarily due to our ongowsj reduction measures, partially
offset by depreciation of additional demonstratiom customer service equipment.

GENERAL AND ADMINISTRATIVE EXPENSES

Our general and administrative expenses stippomworldwide corporate, legal, patent, tax, fio@l, administrative, information systems
and human resources functions in addition to onegd management. General and administrative ergensre $6.3 million and $7.2 milli
in the third quarters of 2003 and 2002, and $17lkom and $21.1 million in the nine-month perioesded September 30, 2003 and 2002,
respectively. The 12.5% decrease in general andnégtrative expenses from the 2002 three-monthogeio the 2003 thremonth period an
the 17.0% decrease from the 2002 nine-month pésitide 2003 nine-month period were primarily duedo ongoing cost reduction
measures.
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LITIGATION DAMAGES AND EXPENSES

During the second quarter of 2002, we recoaletlarge of approximately $5.3 million pertaintoglamages awarded by a jury in a patent
infringement case in which we were the defendamd,lagal expenses related to the judgment. MKSuUnggnts, Inc. was the plaintiff in the
case, which was tried in a Delaware court. Saléeeproduct in question have accounted for less 8% of total sales since the product’s
introduction. We have entered into a settlemenr¢egent with MKS allowing us to sell the infringipgoduct to our customer subsequent to
the date of the jury award. Royalties payable toMknder the settlement agreement from sales dicéresed product have not been mate

RESTRUCTURING CHARGES

At the end of 2002, we announced major chaimgear operations to occur through the end of 200 se included establishing a
manufacturing location in China, consolidating wiaride sales forces, a move to Tier 1 suppliersnarily in Asia, and the intention to close
or sell certain facilities. We expect to incur rasturing charges totaling approximately $5.0 roillfor the year ending December 31, 2003.

Associated with the above plan, we recognteatges of approximately $1.0 million in the thipdarter of 2003 that consisted primarily
the recognition of expense for involuntary emploterenination benefits associated with our secorattgu headcount reduction, asset
impairments incurred as a result of exiting our ggmont, CO manufacturing facilities, and the invaarg termination of 20 employees in the
third quarter of 2003.

In the second quarter of 2003, we recognitedges that consisted primarily of the involuntemmination of approximately 55
manufacturing and administrative personnel in o18.dperations. Certain of the employees were textad and paid prior to the end of the
second quarter of 2003, which resulted in restnirggucharges totaling approximately $768,000 far tiree months ended June 30, 2003. In
addition, certain employees will be required todemnservice beyond a minimum retention period (gahe60 days). In accordance with
SFAS No. 146, we measured the termination bereffiise communication date, but approximately $100\0as recognized as expense
during the third quarter of 2003, and approximagly 0,000 will be recognized as expense in thetfiogquarter of 2003 as these employees
complete their service requirement.

We also recorded charges totaling approximai&l5 million in the first quarter of 2003 primigrassociated with manufacturing and
administrative personnel headcount reductionseérotlr Japanese operations. In accordance with ds@aabor regulations we offered
voluntary termination benefits to all of our Japsmemployees. The voluntary termination benefitevaecepted by 36 employees prior to
March 31, 2003 with termination dates in the secqpuarter of 2003. All termination benefits werecpai
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in the second quarter of 2003.

In the third quarter of 2002, we recordedriegtiring charges of approximately $3.2 milliorctose two facilities and implement
headcount reductions of approximately 100 emplayees

INTANGIBLE ASSET IMPAIRMENT

During the third quarter of 2003, we deterrditieat one of our mass flow controller products ldaequire a significant technological
investment in order to conform to changing custoteehnologies which would enable it to be acceptethe semiconductor capital
equipment industry. As a result, we performed aesament of the carrying value of the related gitde asset. This assessment consisted of
estimating the intangible asset’s fair value anthgaring the estimated fair value to the carryinyeaf the asset. We estimated the
intangible asset'’s fair value using a cash flow gi@ssuming the technological investment was mdidepunted at discount rates consistent
with the risk of the related cash flow, and applyanhypothetic royalty rate to the projected reeestnieam. Based on this analysis we
determined that the fair value of the intangibleedasvas minimal and recorded an impairment of #reying value of approximately
$1.2 million, which has been reported as an infalegasset impairment in the accompanying condecsesblidated financial statements.

OTHER INCOME (EXPENSE)

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

Interest income was approximately $358,000%#4D,000 in the third quarters of 2003 and 20848, %.3 million and $2.5 million in the
nine-month periods ended September 30, 2003 ar?l ZB@ decrease in interest income for the penwesented was due to lower interest
rates available for investment, and our lower l@féhvestment in marketable securities resultirgrf our use of a portion of our liquid
reserves to fund our operating losses and capitastments, and to repurchase approximately $18liémand $3.5 million of our 5.25% ai
5.00% convertible subordinated notes in the foqttarter of 2002.

Interest expense consists principally of ies¢on our convertible subordinated notes, borrgs/iimder capital lease facilities, debt
assumed in our acquisition of Aera, and amortizatibour deferred debt issuance costs. Interestresgowas approximately $2.8 million and
$3.2 million in the third quarters of 2003 and 20882d $8.4 million and $9.7 million in the nine-ntloperiods ended September 30, 2003 anc
2002, respectively. The decrease in interest expems primarily due to our repurchase of approxétyabl5.4 million and $3.5 million of
our 5.25% and 5.00% convertible subordinated niotése fourth quarter of 2002.
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Our foreign subsidiaries’ sales are primadiégnominated in currencies other than the U.S. dalN& recorded a net foreign currency gain
of $290,000 in the third quarter of 2003 and afaetign currency loss of $220,000 in the third qeiaof 2002. We recorded a net foreign
currency gain of $299,000 and $4.4 million in ttreeamonth periods ended September 30, 2003 and dB@2majority of our nine-month
2002 gain was related to an intercompany loan pddese yen, which was settled in January 2003whabade to our wholly owned
subsidiary Advanced Energy Japan K.K., which hamational currency of yen, for the purpose of efiieg the acquisition of Aera. The loan
was transacted in the first quarter of 2002, fgragimately 5.7 billion yen, approximately $44 nuh based on an exchange rate of 130:1.
During the second quarter of 2002, the U.S. deWleakened significantly against the yen to approkéfyal 19:1, resulting in a gain of
approximately $4.6 million.

We have entered into various foreign curreiocyard contracts to mitigate currency fluctuatiomshe Japanese yen and the euro. At
September 30, 2003, our subsidiary AE-Japan heéddio currency forward contracts with notional amisuof $6.5 million and market
settlement amounts of $6.8 million for an unrealiless position of approximately $300,000 that xsn included in foreign currency gain
(loss) in the accompanying condensed consolidastemnsents of operations.

During 2003, our subsidiary AE-Germany entérgd foreign currency forward contracts to buy Ud8llars to mitigate currency exposure
from its payable position arising from trade pusgEand intercompany transactions. At Septembe2(8IB, AE-Germany held foreign
currency forward contracts with notional amount$400,000 and market settlements amounts of $409@(n unrealized loss position of
approximately $9,000 that has been included inidoreurrency gain (loss) in the accompanying cosddrconsolidated statements of
operations.

Miscellaneous expense was approximately $@2z0@ $162,000 in the third quarters of 2003 ar@R2dhd $529,000 and $570,000 in the
nine-month periods ended September 30, 2003 aril 200

(PROVISION) BENEFIT FOR INCOME TAXES

We account for income taxes in accordance &#AS No. 109, “Accounting for Income Taxes.” SFAS8. 109 requires deferred tax
assets and liabilities to be recognized for tempodéferences between the tax basis and finamebrting basis of assets and liabilities,
computed at current tax rates, as well as for fipeeted tax benefit of net operating loss and tarlit carryforwards. During the third quarter
of 2003, we recorded a valuation allowance of $22illon against all of our United States and fgrenet deferred tax assets in jurisdictions
where we have recognized significant operatingdssshis valuation allowance was recorded becaeseawe incurred significant operating
losses in 2001, 2002 and year-to-date through 8dqate30, 2003. Given such experience, and aloriy aaihtinuing volatility in our
customers’ industries, management could not coedhdt it was more likely than not that the needefd tax asset would be realized. While
there are indications that the industries in whigh
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operate may improve in 2004 and 2005, these inditsihave not yet resulted in a substantial ineré@asrders from our customers.
Accordingly, our management, in accordance with S/Ro. 109, in evaluating the recoverability of tie¢ deferred tax asset, placed greater
weight on our historical results as compared tggutmns regarding future taxable income.

We expect our future effective tax rate toragpnate 35%, subject to variations in the relataenings or losses in the tax jurisdictions in
which we have operations. If we generate futuraltéexincome, in the appropriate tax jurisdictiogaiast which these tax attributes may be
applied, some portion or all of the valuation alioge will be reversed and a corresponding reduatiomcome tax expense will be reported
in future periods. However, if we do not generatteife taxable income we will not realize futuredme tax benefits.

Our income tax benefit for the three- and nimenth periods ended September 30, 2002 was $8i6rmand $10.5 million, respectively
and represented an effective rate of 35% in eadbcge

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 changedeiRais of valuation allowances recorded in purclaseunting will be reflected as a
reduction of goodwill in the period of reversal.

Liquidity and Capital Resources

During the third quarter of 2003 our cashhcaguivalents and short-term marketable secudgeseased by $13.0 million. We have not
undertaken any external financing activities si2@61.

Operating activities used cash of $19.5 millio the first nine months of 2003, reflecting ot loss of $41.8 million partially offset by
non-cash items of $31.1 million, increased by netking capital changes of approximately $8.8 milliblon-cash items primarily consisted
of depreciation and amortization of $17.6 milli@mortization of deferred debt issuance costs ofiE8; provision for deferred income
taxes of $9.0 million; a loss on disposal of prépand equipment of $1.9 million; and an intangiagset impairment of $1.2 million. Net
working capital changes used cash of approxim&@Ig million and primarily consisted of a $9.3 moifl increase in accounts receivable; a
$2.1 million increase in inventories; a $784,000rdase in other current assets; a $1.1 millionedese in deposits and other; a $2.9 million
increase in demonstration and customer servicepatgnt; a $4.5 million increase in trade accounyapke; and a $1.5 million decrease in
customer deposits and other accrued expenses.

Operating activities used cash of $20.2 miliio the first nine months of 2002, reflecting oet loss of $19.4 million partially offset by
non-cash items of $12.9
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million, increased by net working capital changeé$18.7 million. Non-cash items primarily consisi@fddepreciation and amortization of
$13.9 million; amortization of deferred debt issceosts of $1.0 million; a benefit for deferreddme taxes of $1.4 million; and an
unrealized gain on foreign currency forward cortsadt $1.4 million. Net working capital changes disash of approximately $13.6 million
and primarily consisted of a $10.0 million incre@saccounts receivable; a $2.0 million increasdgmonstration and customer service
equipment; a $7.6 million increase in trade accapatyable; a $4.9 million increase in net taxesiw@ble; and a $3.7 million unrealized gain
on an intercompany foreign currency loan discusdeye.

We expect near-term future operating actigit@continue to use cash. Any future decline @itfdustries in which we operate could
substantially affect our ability to generate nevesand collect payments from our customers, coalte us to initiate future reductions in
force requiring substantial severance paymentsp#met cash payments to exit certain operatingities, among other uses of cash.
Conversely, as receivable and inventory balanceste fluctuate with net sales, any future upturthie industries we serve, primarily the
semiconductor capital equipment industry, may taaudn increase in our net receivables and invgriialances. We are typically required to
use our cash reserves to finance our inventoryhases and extend credit to our customers to findmgepurchases from us. We are unable
to provide any assurance regarding our future flashfrom operations. In October 2003 we receivadrecome tax refund of approximately
$13.8 million.

Investing activities used cash of $13.9 millin the first nine months of 2003, and primaribnsisted of the purchase of property and
equipment for $15.6 million and the settlement wf escrow deposit liability related to our acquisitof Dressler in the first quarter of 2003
for $1.7 million, partially offset by proceeds fraime sale of assets of $4.8 million. We expecteelopment of our China-based
manufacturing facility to continue to require sifigant capital expenditures in the near term.

Investing activities provided cash of $28.Tliom in the first nine months of 2002 and primgrilonsisted of cash generated from the sale
of marketable securities of $90.4 million, offsgtgurchases of property and equipment of $7.3 omijlthe acquisition of Aera Japan Limited
for $35.7 million net of $8.3 million of cash acril; the acquisition of Dressler HF Technik GmbH$&4.4 million net of $680,000 of cash
acquired; and the purchase of other investmer$ & 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 gastmarketable securities when we attain
levels of cash that are greater than needed foertoperations.

We plan to spend approximately $2.5 millior$85 million in the fourth quarter of 2003 for thequisition of equipment, leasehold
improvements and furnishings. Our planned levelagfital expenditures is subject to frequent rewisibecause our business
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experiences sudden changes as we move into indystiyns and downturns and expected sales levatsgeh In addition, fluctuations in
foreign currency exchange rates may significamtipact our capital expenditures and depreciatiores@ recognized in a particular period.

Financing activities used cash of $4.9 milliorthe first nine months of 2003, and consistethefrepayment of notes payable and capital
leases of $6.8 million, partially offset by procedtbm common stock transactions of $1.9 millioimaRcing activities used cash of
$4.8 million in the first nine months of 2002, atmhsisted of the repayment of notes payable anitet#gmse obligations of $6.4 million,
partially offset by proceeds from common stock seeiions of $1.6 million.

As of September 30, 2003, we had working ehpit $205.1 million, a decrease of $42.9 millioarh December 31, 2002. Our principal
sources of liquidity consisted of $33.0 millionazsh and cash equivalents and $103.4 million okeiable securities, and a credit facility
consisting of a $25.0 million revolving line of dig none of which was outstanding at Septembe2803. Advances under the revolving |
of credit bear interest at the prime rate (4.00%etbber 27, 2003) minus 1%. Any advances undsmréviolving line of credit will be due a
payable in May 2004. We are subject to covenantsuprine of credit that provide certain restrictsorelated to working capital, net worth,
acquisitions and payment and declaration of divideVe were in compliance with all such covenah&eptember 30, 2003.

We have committed to advance up to $1.0 miltma privately held company in exchange for atiwesive intellectual property license.
The amount and timing of this advance is dependgoi the privately held company achieving certaisitiess development milestones.

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 leastifet twelve months. After that time, we may requaidelitional equity or debt financing to
address our working capital, capital equipmenbquamsion 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 debthibtaled $187.7 million at September 30, 2003. ®00% convertible subordinated notes
of $121.5 million are due September 1, 2006, andbd26% convertible subordinated notes of $66.%anilare due November 15, 2006.
Payment would be required if our common stock prézeains below approximately $30 per share foi5t88% convertible subordinated
notes and approximately $50 per share for the 5.@38%ertible subordinated notes, the prices at lwhie can effect conversion are not met
in the market in which our stock is traded, andttblkelers of our notes choose not to otherwise adnkesuch a situation there can be no
assurance that we will be able to refinance the. d#b may continue to
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repurchase additional notes in the open market from to time, if market conditions and our finaalgdosition are deemed favorable for such
purposes.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Interest Rate Risk

Our exposure to market risk for changes iargdt rates relates primarily to our investmentfplio and long-term debt obligations. We
generally place our investments with high crediliy issuers and by policy are averse to principss and seek to protect and preserve our
invested funds by limiting default risk, marketkrsnd reinvestment risk. As of September 30, 2008 ,nvestments 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 gpécally invested into similar securities. In thest nine months of 2003, the rates we earned
on our marketable securities approximated 1.7% loefare tax equivalent basis. The impact on intareeme of a 10% decrease in the
average interest rate would have resulted in apmetely $130,000 less interest income in the firse months 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&37 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 areggated in countries in Asia and Europe.
During the first nine months of 2003, the U.S. doiveakened approximately 6% against the Japamesagnd approximately 10&gainst th
euro. It is highly uncertain how currency excharages will fluctuate in the future. We have entergd various forward foreign currency
exchange contracts to mitigate currency fluctuationthe Japanese yen and the euro. We will comtiowvaluate various methods to
minimize the effects of currency fluctuations whea translate the financial statements of our feraigbsidiaries into U.S. dollars. At
September 30, 2003, our subsidiary AE-Japan heddgio currency forward contracts to purchase Udlacs with notional amounts of $6.5
million and
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market settlement amounts of approximately $6.8anifor an unrealized loss position of approxinhat300,000, and our AE-Germany
subsidiary held foreign currency forward contrdotpurchase U.S. dollars with notional amounts4ff000 and market settlement amounts
of approximately $409,000 for an unrealized lossifgan of approximately $9,000.

ITEM 4. CONTROLS AND PROCEDURES

(a) Disclosure Controls and Procedurddnder the supervision and with the participatiomof chief executive officer and chief financial
officer, we have implemented controls and othecedures that are designed to ensure that we rguaekss, summarize and report in a
timely manner the information required to be diseld by us in our Exchange Act reports, including Borm 10-Q (“disclosure controls and
procedures”). Our disclosure controls and procesliumelude controls and procedures designed to eribat material information is
accumulated and communicated to our managemehigding our chief executive officer and chief fingalfficer, as appropriate to allow
timely decisions regarding required disclosure. €hief executive officer and chief financial offiaevaluated our disclosure controls and
procedures as of the end of the quarter coverdatigy-orm 10-Q and concluded that such controlspandedures are effective.

(b) Internal Control over Financial Reportinginder the supervision and with the participatiomof chief executive officer and chief
financial officer, we have implemented controls atiger procedures that are designed to provideithsreasonable assurance as to the
reliability of our financial reporting and the paaption of our financial statements for externajjmses in accordance with generally accepted
accounting principles (“internal control over firga reporting”). During the quarter covered bystRiorm 10-Q, there was no change in our
internal control over financial reporting that hmaterially affected, or is reasonably likely to erélly affect, our internal control over
financial reporting.
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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. Our For® 16r the quarter ended June 30, 2003
includes a description of patent litigation betwesrand MKS Instruments, Inc. There were no mdtdeaelopments in that litigation during
the quarter covered by this Form 10-Q.

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 amer

3.2 By-laws(1)

10.1 2003 Stock Option Plar

10.2 2003 Nor-Employee Director Stock Option Plan

10.3 2001 Stock Option Plar

10.4 2002 Stock Option Plar

31.1 Certification of the Chief Executive Officer Pursiiao Rule 13a-14(a) under the Securities Exchaayef
1934, as adopted pursuant to Section 302 of theaBa-Oxley Act of 200z

31.2 Certification of the Chief Financial Officer Pursido Rule 13a-14(a) under the Securities Exchagjef
1934, as adopted pursuant to Section 302 of theaBa-Oxley Act of 2002

32.1 Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350, as adopted pursoant t
Section 906 of the Sarbar-Oxley Act of 200z

32.2 Certification of the Chief Financial Officer Pursido 18 U.S.C. Section 1350, as adopted pursoant t

Section 906 of the Sarbar-Oxley Act of 200z
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(1) Incorporated by reference to the Registrant’siReggion Statement on Form S-1 (File No. 33-97188d September 20, 1995, as
amended

* Compensation Pla
(b) Reports on Form-K

We filed the following reports on Forn-K:

(i)  We filed with the Securities and Exchange Comioisa Current Report on Form 8-K on July 24, 2G®8itnish under Item 12 our
press release announcing our results of operafiiorike thre- and si-month periods ended June 30, 2C
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SIGNATURES

Pursuant to the requirements of the Secuitiehange 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 NovemB®g200:
Officer (Principal Financial Officer
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INDEX TO EXHIBITS

3.1 Restated Certificate of Incorporation, as amer

3.2 By-laws(1)

10.1 2003 Stock Option Plar

10.2 2003 Nor-Employee Director Stock Option Plan

10.3 2001 Stock Option Plar

10.4 2002 Stock Option Plar

31.1 Certification of the Chief Executive Officer Pursiiao rule 13a-14(a) under the

Securities Exchange Act of 1934, as adopted putga&g®ection 302 of the
Sarbane-Oxley Act of 2002

31.2 Certification of the Chief Financial Officer Pursudo rule 13a-14(a) under the
Securities Exchange Act of 1934, as adopted putgaa®ection 302 of the
Sarbane-Oxley Act of 200z

32.1 Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sar-Oxley Act of 200z

32.2 Certification of the Chief Financial Officer Pursiido 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sar-Oxley Act of 200z

(1) Incorporated by reference to the Registrant’'siReggion Statement on Form S-1 (File No. 33-9718&d September 20, 1995, as
amended

* Compensation Pla
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EXHIBIT 3.1
CERTIFICATE OF AMENDMENT
OF
RESTATED CERTIFICATE OF INCORPORATION
OF
ADVANCED ENERGY INDUSTRIES, INC.

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

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

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

"A. This corporation is authorized to issue twosskes of stock to be designated, respectively, "Cam&tock" and "Preferred Stock." The
total number of shares which the corporation idatited to issue is seventy-one million (71,000)0)tares. Seventy million (70,000,000)
shares shall be Common Stock, par value $0.00%hzee, and one million (1,000,000) shares shafreéerred Stock, par value $0.001 per
share."

3. The amendment of the Restated Certificate adrfparation herein certified has been duly adopteakcicordance with the provisions



Section 242 of the General Corporation Law of tteteSof Delaware.
Executed on this 10th day of May, 2002.

/sl Mchael El-HIIow

M chael El-H Il ow,
Seni or Vice President, Finance
and Administration



CERTIFICATE OF AMENDMENT
OF
RESTATED CERTIFICATE OF INCORPORATION
OF
ADVANCED ENERGY INDUSTRIES, INC.

Advanced Energy Industries, Inc., (hereinafterezhthe "Corporation") a Corporation organized axidting under and by virtue of the
provisions of the General Corporation Law of that&bf Delaware (the "General Corporation Law"gslbereby certify:

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

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

"A. This corporation is authorized to issue twosskes of stock to be designated, respectively, "Cam&tock" and "Preferred Stock." The
total number of shares which the corporation idatited to issue is fifty-six million (56,000,006hares. Fifty-five million (55,000,000)

shares shall be Common Stock, par value $0.00%h@ee, and one million (1,000,000) shares shafregerred Stock, par value $0.001 per
share."

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

Executed on this 11th day of June, 2001.

/sl Richard P. Beck

Ri chard P. Beck, Senior Vice

Presi dent, Chief Financial Oficer,
and Assistant Secretary



RESTATED CERTIFICATE OF INCORPORATION
OF
ADVANCED ENERGY INDUSTRIES, INC.

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

1. The name of the corporation is Advanced Enenglystries, Inc. The date of filing of its origir@értificate of Incorporation with the
Secretary of State was Friday, September 1, 1995.

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

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

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

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

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



\A

A. This corporation is authorized to issue two stesof stock to be designated, respectively, "Com8tock" and "Preferred Stock." The tc
number of shares which the corporation is authdrirassue is thirtyane million (31,000,000) shares. Thirty million (300,000) shares sh

be Common Stock, each having a par value of ortb-te#frone cent ($.001). One million (1,000,000)rslssshall be Preferred Stock, each
having a par value of one-tenth of one cent ($.0Bffective upon filing of this Restated Certifieatf Incorporation, each one (1) share of the
Company's Common Stock shall be split into thrdesk@res of Common Stock. Following such splitghevalue of each share of capital
stock shall continue to be $.001.

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

V.

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

A.

(1) The management of the business and the condltiie affairs of the corporation shall be vesteis Board of Directors. The number of
directors which shall constitute the whole Boardakctors shall be fixed exclusively by one or moesolutions adopted by the Board of
Directors.

(2) Subject to the rights of the holders of anyeseof Preferred Stock to elect additional direstander specified circumstances, directors
shall be elected at each annual meeting of stodkh®ffor a term of one ye:



Each director shall serve until his successor Ig diected and qualified or until his death, resiion or removal. No decrease in the number
of directors constituting the Board of Directorabishorten the term of any incumbent director.

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

(4) Subject to the rights of the holders of anyeseof Preferred Stock, any vacancies on the BofRirectors resulting from death,
resignation, disqualification, removal or other s@siand any newly created directorships resultimg finy increase in the number of
directors, shall, unless the Board of Directoredatnes by resolution that any such vacancies wiynereated directorships shall be filled by
the stockholders, except as otherwise providediy be filled only by the affirmative vote of a rogty of the directors then in office, even
though less than a quorum of the Board of Directamsl not by the stockholders. Any director eledtegiccordance with the preceding
sentence shall hold office for the remainder offtiieterm of the director for which the vacancyseareated or occurred and until such
director's successor shall have been elected aaldied.

B.

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

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

(3) Special meetings of the stockholders of th@amtion may be called, for any purpose or purpdsg$i) the Chairman of the Board of
Directors, (ii) the Chief Executive Officer, orijithe Board of Directors pursuant to a resolutolopted by a majority of the total number of
authorized directors (whether or not there exigt\acancies in previously authorized directorskipthe time any such resolution is prese
to the Board of Directors for adoption), and shallheld at such place, on such date, and at suehais the Board of Directors shall 1



(4) Advance notice of stockholder nominations fo election of directors and of business to be dlbby stockholders before any meeting
of the stockholders of the corporation shall beegiin the manner provided in the Bylaws of the ooafion.

VI.

A. A director of the corporation shall not be perally liable to the corporation or its stockholdé&s monetary damages for any breach of
fiduciary duty as a director, except for liabil{fy for any breach of the director's duty of loyaib the corporation or its stockholders, (ii) for
acts or omissions not in good faith or which ineimtentional misconduct or a knowing violationlaiv (iii) under Section 174 of the
Delaware General Corporation Law, or (iv) for argnsaction from which the director derived an inganopersonal benefit. If the Delaware
General Corporation Law is amended after approyahb stockholders of this Article to authorizepanate action further eliminating or
limiting the personal liability of directors, théine liability of a director shall be eliminatedlonited to the fullest extent permitted by the
Delaware General Corporation Law, as so amended.

B. Any repeal or maodification of this Article VI ali be prospective and shall not affect the rightder this Article VI in effect at the time of
the alleged occurrence of any act or omission t@ang rise to liability or indemnification.

VII.

A. The corporation reserves the right to ameneyatthange or repeal any provision contained & @grtificate of Incorporation in the
manner now or hereafter prescribed by statute,paeprovided in paragraph B of this Article \Ahd all rights conferred upon the
stockholders herein are granted subject to thisrvasion.

B. Notwithstanding any other provisions of this tfexate of Incorporation or any provision of lanhigh might otherwise permit a lesser vote
or no vote, but in addition to any affirmative vatiethe holders of any particular class or serfethe Voting Stock required by law, this
Certificate of Incorporation or any Preferred St@signation, the affirmative vote of the holdefsideast sixty-six and two-thirds percent
(66-2/3%) of the voting power of all of the thentstanding shares of the Voting Stock, voting togets a single class, shall be required to
alter, amend or repeal Articles VI or V



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

ADVANCED ENERGY INDUSTRIES, INC.

By /s/ Douglas S. Schatz

Dougl as S. Schat z.

Presi dent, Chief Executive Oficer,
and Chairman of the Board



EXHIBIT 10.1

ADVANCED ENERGY INDUSTRIES, INC.
2003 STOCK OPTION PLAN
ADOPTED FEBRUARY 12, 2003

1. PURPOSE. The purpose of the Plan is to prouwid@eentive to attract, retain and reward individyzerforming services for the Company,
and to motivate such individuals to contributehe growth and profitability of the Company.

2. DEFINITIONS. Whenever the following terms aredsn the Plan, they shall have the meaning indicaelow, unless a different meaning
is required by the context.

(a) "Administrator" means either the Board or a puttee of at least two Board members to which tbar allocates administration of the
Plan.

(b) "Board" means the board of directors of thepboation.
(c) "Code" means the Internal Revenue Code of 188&mended.

(d) "Company" means, collectively, the Corporatéom any "parent corporation” or "subsidiary corgiorg of the Corporation as defined in
Code
Section 424(e) and Section 424(f), respectively.

(e) "Corporation" means Advanced Energy Industtigs, a Delaware corporation.

(f) "Fair Market Value" means, with respect to af&has of any date, the closing sale price of aeStra such date (or previous business d
such date is not a business day) on the princigaiange or market on which Shares are then listedmitted to trading. If, for any reason,
the preceding rule cannot be applied to detern@iveriarket value, then the Administrator shall malkgood faith determination of fair mar
value.

(9) "ISO" means an incentive stock option withie theaning of Code Section 422.
(h) "NSO" means an option that is not an 1SO.

(i) "Participant" means a person who has receivgdhat or award under the Plan. If a grant or avimabsigned pursuant to Section 6(c), the
term "Participant” shall mean the assignee wheuired by the context.

() "Plan" means this Advanced Energy Industrias, 003 Stock Option Plan.

(k) "Service" means the Participant's employmergeasvice with the Company, whether in the capadiitgn employee, a director, or a
consultant.

() "Share" means one share of common stock oCitigoration.



3. ADMINISTRATION. The Plan shall be administeregthe Administrator. Subject to the provisionstoé Plan, the Administrator shall

have the authority to select the persons to betegaoptions under this Plan, to fix the numbertares that each Participant may purchase, to
determine the exercise price of options grantedetdhe terms and conditions of each option (atioly the period over which the option
becomes exercisable), and to determine all othéensaelating to administration and operationhaf Plan. All questions of interpretation,
implementation, and application of the Plan shaltletermined by the Administrator in its sole disicn. Such determinations shall be final
and binding on all persons. No member of the Bearcbmmittee that acts as Administrator shall Bblé for any act or omission on such
member's own part, including but not limited to thercise of any power or discretion given to se@mber under the Plan, except for those
acts or omissions resulting from such member's gress negligence or willful misconduct.

4. SHARES SUBJECT TO THE PLAN. The maximum numbfeBloares that may be issued pursuant to this Bltwée million two hundred
and fifty thousand (3,250,000), subject to adjustnaes provided in Section 6(e), and subject totBohre-issuance as indicated below. If an
option expires, is surrendered, or becomes unesadyig without having been exercised in full, arify unissued Shares are retained by the
Corporation upon exercise of an option in ordesatisfy any withholding taxes due with respectuohsexercise, the unissued or retained
Shares shall become available for future grant utigdePlan (unless the Plan has terminated). Iested Shares are forfeited, such Shares
shall also become available for future grant uriderPlan, but the total number of such forfeitedr8h that become available may not exceed
twice the maximum number set forth above (subjeetdjustment as provided in Section 6(e)). Other&hthat actually have been issued
under the Plan pursuant to an option shall noeh@med to the Plan and shall not become avaifabliture grant under the Plan.

5. ELIGIBILITY. The Administrator may grant an opti or options to any employee or consultant ofGbenpany, as selected in the sole
discretion of the Administrator. No individual megceive aggregate grants or awards under thistRérexceed 25% of the number of Shi
reserved for issuance under

Section 4 (subject to adjustment as provided irni@eé&(e)).

6. GENERAL TERMS AND CONDITIONS.

(a) Option Agreements. Each option granted undePtan shall be authorized by action of the Adntiater and shall be evidenced by a
written agreement in such form as the Administratwall from time to time approve, which agreeméwatiscomply with and be subject to the
terms and conditions of the Plan.

(b) 1ISOs or NSOs. Options granted under the Plai bk designated by the Administrator as eith€4%r NSOs. The Company does not
represent or warrant that an option intended tarbksO qualifies as such. To the extent that tlgeeagte Fair Market Value (determined as
of the date the option is granted) of the Shardis keispect to which ISOs are exercisable for tst fime by any individual during any
calendar year (under all plans of the Company) eds®ne hundred thousand dollars ($100,000), tieroghall be treated as an NSO. If an
ISO is exercised more than three (3) months diedate on which the Participant ceases to be afogee (other than by reason of death or
permanent and total disability as
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defined in Code Section 22(e)(3)), the option Wéltreated as an NSO, and not an ISO, as requir€btte Section 422.

(c) Transferability. Options granted under the Rleamnot transferable by the Participant and siea#xercisable during the Participant's
lifetime only by the Participant; provided, howevirat an option may be transferred upon the agpraithe Administrator (in its sole
discretion) by appropriate instrument pursuant tm@estic relations order described in Rule 16aflhe 1934 Act or to an inter vivos or
testamentary trust in which the option is to bespdgo the Participant's beneficiaries upon thédiaant's death or by gift to the Participant's
immediate family (consisting of the Participantdld, stepchild, grandchild, parent, stepparerangparent, spouse, sibling, mother-in-law,
father-in-law, son-in-law, daughter-in-law, brotheflaw, or sister-in-law, and shall include adweptrelationships). No option or interest
therein may be otherwise transferred, assignedgpl& or hypothecated by the Participant, whetheperation of law or otherwise, or be
made subject to execution, attachment, or similacgss. Any such purported assignment, sale, ggradlegation, or other disposition shall
be null and void.

(d) Modification, Extension, and Renewal. The Adistirator shall have the power to modify, extendresrew outstanding options and
authorize the grant of new options in substitutioerefor, provided that any such action may notehthe effect of significantly impairing any
rights or obligations of any option previously gieshwithout the consent of the affected Participbiowever, the Company will not reduce
the exercise price of any outstanding option ocehautstanding options and grant replacement ngtiath a lower exercise price without
prior approval of the shareholders.

(e) Changes in Capitalization or Corporate Trangactn the event of any merger, consolidationygaaization, recapitalization, stock
dividend, stock split, reverse stock split, separgtliquidation or other change in the corporatacture or capitalization affecting the Shares,
appropriate adjustment shall be made by the Adinaid in the kind, option price, and number ofrglseof stock (including, but not limited

to, the maximum number of Shares reserved undePlth® that are or may become subject to optiodsostmer awards granted or to be
granted under the Plan. If in connection with tharge the Corporation ceases to exist, the surymirsuccessor entity must either assume
the Corporation's rights and obligations with respe outstanding options or substitute for outdiag options substantially equivalent
options for equity interests in the entity. If thés no surviving or successor entity, a Partidigsasutstanding option must be exercised before
the change, or the option will terminate and cead® outstanding.

7. EXERCISE.
(a) Exercise Price. The exercise price of an opghuadl be not less than the Fair Market Value 8hare on the date of the grant of the option.

(b) Time of Exercise. An option shall become ex@able as specified in the option agreement; prayidewever, that (i) an option shall not
be exercisable after the 10th anniversary of the digrant and (ii) unless expressly provided otlige in the option agreement, an option
shall not be exercisable to the extent its exewizeld result (determined
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at the time of exercise) in compensation not deblecby the Corporation under Code Section 162{m)gss a failure to exercise will resul
the termination of the option).

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

(d) Notice of Exercise. Participants may exercisly by providing written notice to the Corporatiahthe address specified in the option
agreement, accompanied by full payment for the &htar be purchased. After receiving proper notfaxercise and payment, the
Corporation shall issue a certificate(s) for theu®k purchased, registered in Participant's namia Rarticipant's name and the name of
Participant's spouse as community property orias fenants with a right of survivorship).

(e) Taxes and Withholding. The Company shall h&eeright to deduct from the Shares issuable upermexiercise of an option, or to accept
from the Participant the tender of, a number of t&hares having a fair market value, as determiyettie Administrator, equal to all or a
part of the federal, state, local and foreign ta¥emny, required by law to be withheld by the Guamy with respect to such option or the
Shares acquired upon the exercise thereof. Altsigtor in addition, in its sole discretion, th@@pany shall have the right to require
Participant, through payroll withholding, cash payror otherwise, including by means of a castdesscise (as described in Section 8(b)),
to make adequate provision for any such tax witthingl obligations of the Company arising in conrattivith the option, or the Shares
acquired upon the exercise thereof.

8. PAYMENT OF EXERCISE PRICE. Payment of any optaexercise price may be made in cash, by checkdr equivalent. At the sole
discretion of the Administrator, the exercise pricay be made as follows:

(a) By Tender of Stock. Payment may be made byetefad by attestation) to the Corporation of Shanesed by Participant having a fair
market value (as determined by the Administrataheuit regard to any restrictions on transferabdipplicable to such Shares by reason of
federal or state securities laws or agreementstW@&hCorporation's underwriter) not less than tter@se price; provided that, an option may
not be exercised by tender to the Corporation aff&hto the extent such tender would constitutelation of the provisions of any law,
regulation or agreement restricting the redemptiibthe Shares. Unless otherwise
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provided by the Administrator, an option may noexercised by tender to the Corporation of Shandsss such Shares either have been
owned by the Participant for more than six (6) rherdgr were not acquired, directly or indirectlygrfr the Corporation.

(b) By Cashless Exercise. The Administrator resgraeany and all times, the right, in the Admirgir's sole and absolute discretion, to
establish, decline to approve or terminate any famogor procedures for the exercise of options byt by the assignment of the proceeds
of a sale or loan with respect to some or all ef$ithares being acquired upon the exercise of tengfncluding, without limitation, through
an exercise complying with the provisions of RegjalaT as promulgated from time to time by the Bbaf Governors of the Federal Rese
System.

(c) By Promissory Note. Payment may be made byrtréicipant's promissory note in a form approvedHhgyAdministrator, except that no
promissory note shall be permitted if the exerofsan option using a promissory note would be dation of any law. Any permitted
promissory note shall be on such terms as the Adirémor shall determine; provided that (i) theenfihcluding interest) shall be full
recourse, (ii) interest shall be payable in attleasual installments at a current market intergst, (iii) the note shall be secured by the St
acquired, and (iv) the remaining balance of the ifstcluding accrued interest) shall be due an@bplywithin 90 days of termination of
Participant's Service for any reason. Unless otiserprovided by the Administrator, if the Corpooatiat any time is subject to the regulati
promulgated by the Board of Governors of the FddReaerve System or any other governmental erffiégting the extension of credit in
connection with the Corporation's securities, amgnpssory note shall comply with such applicablgulations, and Participant shall pay the
unpaid principal and accrued interest, if any hi éxtent necessary to comply with such applicedgealations.

(d) By Other Consideration. Payment may be madsuioh other consideration or by any combinationashg stock, cashless exercise,
promissory note or other consideration as may Ipecaed by the Administrator from time to time tethxtent permitted by applicable laws.

9. TERMINATION OF OPTIONS.

(a) Termination of Service. If a Participant's Segvterminates, his or her rights to exercise aoghen held shall be limited. Participant's
Service shall not be deemed to have terminatedlynieeeause of a change in the capacity in whicHPtrticipant renders Service or a cha
in the Company, provided that there is no intelinrpor termination of Participant's employment envice. Participant's Service with the
Company shall be treated as continuing intact whideParticipant is on military, sick leave, orethona fide leave of absence (such as
temporary employment by the government) approvetheyCompany if the period of such leave does roéed 90 days, or, if longer, so I¢
as the Participant's right to reemployment withGlegporation is guaranteed either by statute ardmtract. Where the period of leave exce
90 days and where the Participant's right to reeympént is not guaranteed either by statute or loyraot, Service will be deemed to have
terminated on the 91st day of such leave. Subgetttet foregoing, the Administrator, in its soleadétion, shall determine whether
Participant's Service has terminated and the éffedate thereof.

-5



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

(c) Termination by Disability. If a Participant ues disabled (within the meaning of Code Sect(e}3)) while in Service, Participant or
his or her qualified representative shall haveritlet for a period of twenty-four (24) months afthe date on which Participant's Service ends
to exercise the option to the extent Participarg etitled to exercise the option on that dateyigdenl the date of exercise is in no event after
the expiration of the term of the option. To théeek the option is not exercised within this perithee option will terminate.

(d) Termination by Retirement. If a Participanimérates Service without cause from the Company adching age 60 and with 5 or more
years of continuous service with the Company, Bigdant shall have 3 years from date of retiremermdercise the option to the exti
Participant was entitled to exercise the optioriha date; provided, however, that the date of@seris in no event after the expiration of the
term of the option. To the extent the option is exrcised within this period, the option will témate. Determination of retirement shall be
the sole discretion of the Committee.

(e) Termination after Death. If a Participant didsle in Service, the person who acquired the rightxercise the option by bequest or
inheritance or by reason of the death of the Hpatit shall have the right for a period of twelt@) months after the date of death to exercise
the option to the extent Participant was entittedxercise the option on that date, provided the dfexercise is in no event after the
expiration of the term of the option. To the extdr option is not exercised within this periode tption will terminate.

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

(g) Option Agreement. The option agreement may ideowles different from those set forth in subiets. (a) through (e).
10. CHANGE IN CONTROL. An option's term may be atted by a Change in Control, as described in #itian.
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(a) Optional Assumption or Substitution. At the ¢éirof a Change in Control, the surviving, continyisigccessor or purchasing corporation or
parent corporation thereof, as the case may be'ftbguiror"), may either assume the Corporatioights and obligations with respect to
outstanding options or substitute for outstandipioms substantially equivalent options for the Bicqr's stock. If the Acquiror is the same
corporate entity as the Corporation, or its suamelsg merger, a reaffirmation of the option shaltteated as an assumption, and a failure to
reaffirm shall be treated as a failure to assume.

(b) No Assumption or Substitution - Termination.tiops that are neither assumed nor substitutedyfdhe Acquiror in connection with a
Change in Control, nor exercised as of the tim#hefChange in Control, shall terminate and ceabe toutstanding.

(c) Definition. For purposes of this Plan, a Chaimg€ontrol means a single Ownership Change Eveobmbination of proximate (in time,
purpose, cause and effect, and/or the identith@pirties involved) Ownership Change Events (ctillely, a "Transaction") wherein the
stockholders of the Corporation immediately befbee Transaction do not retain immediately afterhensaction, in substantially the same
proportions as their ownership of shares of thgp@a@tion's voting stock immediately before the Baation, direct or indirect beneficial
ownership of more than 50% of the total combinetingopower of the outstanding voting stock of therfibration or the corporation or
corporations to which the assets of the Corporatiere transferred (the "Transferee Corporation(gg)the case may be. For purposes of the
preceding sentence, indirect beneficial ownershgll snclude, without limitation, an interest retsng from ownership of the voting stock of
one or more corporations which, as a result offttamsaction, own the Corporation or the Transf€emporation(s), as the case may be, e
directly or through one or more subsidiary corpora. An Ownership Change Event means (i) the toemdirect sale, exchange or transfer
of the voting stock of the Corporation, (ii) a mergr consolidation in which the Corporation isaatp,

(iii) the sale, exchange or transfer of all or gahsally all of the assets of the Corporation(iw) a liquidation or dissolution of the
Corporation. The Board shall have sole discretinddtermine whether any particular facts and cistamces constitute an Ownership Che
Event or a Transaction, and its determination dtwlfinal, binding and conclusive.

11. RESTRICTED STOCK AWARDS.

(a) General Rule. The Administrator may award Shéosea person eligible under Section 5, subjestitth terms and conditions consistent
with this Plan that the Administrator shall imp@seset forth in a separate award agreement.

(b) Vesting. An award under this section may cadadithe vesting of Shares on the performance ofréuservices by the eligible person, and
may alternatively or additionally condition the ting of Shares on such other performance-relateditions that the Administrator shall
impose in its sole discretion.

(c) Transferability. An unvested Share will notttensferable by the Participant until it becomested. The Company shall receive a stock
power duly endorsed in blank with respect to retd Shares, and the related stock certificatd bhat the following legend:
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The transferability of this certificate and the @sa0of stock represented hereby are subject teeltdactions, terms and conditions (including
forfeiture provisions and restrictions against $fan) contained in the Advanced Energy Industtiss, 2003 Stock Option Plan and an award
agreement entered into between the registered asfrserch shares and Advanced Energy Industries Aropy of the plan and agreement is
on file in the office of the Secretary of Advandedergy Industries, Inc.

Such legend shall be removed from the certificaty after the Shares vest. Each certificate issuidiiirespect to Shares subject to this
section, together with the stock powers relatetthéoShares, shall be deposited by the Companyangtistodian designated by the Company
(and which may be the Company or an affiliate).

(d) Voting Rights and Dividends. Unvested Shareg bwavoted by the holder of such Shares. Dividgrayable with respect to unvested
Shares will be paid to the holder of the Sharebawuit regard to restrictions.

(e) Change in Control. An Acquiror described int®st10(a) shall have no obligation to assume bs8tute an award of unvested Shares,
and any such Shares not assumed or substituteshirection with a Change in Control shall be foddiggenerally in the manner described in
Section 10(b).

12. STOCK APPRECIATION RIGHTS. The Administrator yreaward a right to receive in cash the amountttiafair Market Value of a
Share exceeds a stated exercise price (a "stocka@ation right" or "SAR") to a person eligible wardSection 5 on such terms that the
Administrator shall determine, consistent with tbiems of this Plan. An SAR shall be subject toghme general terms that apply to an option
granted hereunder, including (but not limited t terms set forth in Sections 6, 7, 9 and 10 peogpiately modified. An exercised SAR v
reduce the Shares reserved for issuance undetaheifder Section 4.

13. SECURITIES LAW COMPLIANCE.

(a) General Rules. All awards under this Plan dhakubject to compliance with all applicable reguients of federal, state or foreign law
with respect to such securities. Options may naecised if the issuance of Shares upon exengiséd constitute a violation of any
applicable federal, state or foreign securitiesslawother law or regulations or the requiremefhtny stock exchange or market system upon
which the Shares may then be listed. In additionpption may be exercised unless (i) a registrattatement under the Securities Act shall at
the time of exercise of the option be in effectwigspect to the Shares issuable upon exercise aftion, or (ii) in the opinion of legal
counsel to the Corporation, the Shares issuable agercise of the option may be issued in accomlarith the terms of an applicable
exemption from the registration requirements of$leeurities Act. The inability of the Corporatiandbtain from any regulatory body having
jurisdiction the authority, if any, deemed by ther@bration's legal counsel to be necessary toathvéul issuance and sale of any she
hereunder shall relieve the Corporation of anyilitghin respect of the failure to issue or selthushares as to which such requisite authority
shall not have been obtained.
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(b) Conditions of Exercise. As a condition to tixereise of any option, the Corporation may req@iaeticipant to satisfy any qualifications
that may be necessary or appropriate, to evidemepliance with any applicable law or regulation amdnake any representation or warre
with respect thereto as may be requested by theoCation.

14. MISCELLANEOUS.
(a) No Right to an Option. Nothing in the Plan $bal construed to give any person any right to beaeder the Plan.

(b) No Employment Rights. Neither the Plan norghenting of an option nor any other action takerspant to the Plan shall constitute or be
evidence of any agreement or understanding, exprassplied, that the Company will utilize Partiaipt's services for any period of time, or
in any position, or at any particular rate of comgsagion.

(c) No Stockholders' Rights. Participant shall hageights as a shareholder with respect to theeShaovered by his or her options until the
date of the issuance to him or her of a shareficate for the Shares, and no adjustment will belerfar dividends or other rights for which
the record date is prior to the date the certifigatissued.

(d) Claims. Any person who makes a claim for besefnder the Plan or under any option agreemeptahinto pursuant to the Plan shall
file the claim in writing with the Administrator. ¥Nten notice of the disposition of the claim sHadl delivered to the claimant within 60 days
after filing. If the claim is denied, the Adminiator's written decision shall set forth (i) the cifie reason or reasons for the denial, (ii) a
specific reference to the pertinent provisionshef Plan or option agreement on which the denibaged, and (iii) a description of any
additional material or information necessary fa thaimant to perfect his or her claim and an exgi@an of why such material or informati
is necessary. No lawsuit may be filed by the claimantil a claim is made and denied pursuant te shbsection.

(e) Attorneys' Fees. In any legal action or othrecpeding brought by either party to enforce ceriptet the terms of the option agreement
prevailing party shall be entitled to recover rewdude attorneys' fees and costs.

(f) Confidentiality. The terms and conditions oétbption agreement, including without limitatiore thumber of Shares for which the optio
granted, are confidential. The Participant shalldisclose the terms of the option to any thirdypagxcept to Participant's financial or legal
advisors, tax preparer or family members, unlesslasure is required by law.

(9) Corporation Free to Act. An option grant shmdt affect in any way the right or power of the @anation or its stockholders to make or
authorize any or all adjustments, recapitalizatioesrganizations, or other changes in the Cormratcapital structure or its business, or
merger or consolidation of any member of the Compparany issue of bonds, debentures, or preferrguiederence stocks affecting the
Shares or the rights thereof, or of any rightsian®, or warrants to purchase any capital stodk@fCorporation, or the dissolution or
liquidation of the Corporation, any sale or trangfeall or any part of its assets or businessnyr other corporate act or proceedings of the
Corporation, whether of a similar character or oilige.
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(h) Severability. If any provision of the Plan gitimn agreement, or its application to any pergdace, or circumstance, is held by an
arbitrator or a court of competent jurisdictiorb® invalid, unenforceable, or void, that provisghall be enforced to the greatest extent
permitted by law, and the remainder of this Plath eption agreement and of that provision shall iarrafull force and effect as applied to
other persons, places, and circumstances.

(i) Substitution/Assumption. The Company may subttior assume outstanding options granted by anotimpany by either (i) granting an
option under this Plan in substitution of such ot@mpany's option or (ii) assuming such optioiif #had been granted under this Plan if
terms of such assumed option are consistent this Bluch substitution or assumption will be peribiesf the holder of the substituted or
assumed option would have been eligible to be gthah option under this Plan if the other compaany dpplied the rules of this Plan to such
grant. In the event of an assumption hereundeitetimes and conditions of the option will remain hacged, except that the exercise price
the number and nature of shares issuable uponisgertany such option will be adjusted appropljaite the manner described in Code
Section 424(a). If the Company substitutes a netiowfor the old option, such new option may benged with a similarly adjusted exercise
price.

()) Exchange Requirements. The requirements ofstmgk exchange or other established market (sutheasASDAQ), on which the
Corporation's common stock is traded, are heretyrporated into this Plan by reference.

(k) Governing Law. This Plan and the option agreminséall be governed by and construed in accordaitbethe laws of the State of
Colorado applicable to contracts wholly made andiopeed in the State of Colorado.

15. EFFECTIVE DATE OF THE PLAN. The Plan will becereffective upon adoption by the Board, subjectgproval by the Corporation's
stockholders within one year. Options may be ganteder the Plan at any time after the Plan's @lopind before the Plan's termination.
The Plan shall terminate on the 10th anniversaitsafdoption.

16. AMENDMENT OF THE PLAN. The Board may suspendicontinue the Plan or revise or amend it in mspect whatsoever;
provided, however, that without approval of the @wation's stockholders no revision or amendmeall shange the number of Shares
issuable under the Plan (except as provided in

Section 6(e)), change the designation of the daswlividuals eligible to benefit under the Planmaterially increase the benefits accruin
Participants.

IN WITNESS WHEREOF, the undersigned Secretary efGlorporation certifies that this Plan was adoptgthe Board on February 12,
2003, and effective as of the same date.
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EXHIBIT 10.2
ADVANCED ENERGY INDUSTRIES, INC.
2003 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN
ADOPTED FEBRUARY 12, 2003

1. PURPOSE. The purpose of the Plan is to attrattretain the services of experienced and knowlgolgenon-employee directors of
Advanced Energy Industries, Inc., and to providénaentive for such directors to increase theippietary interests in the Company's long-
term success and progress.

2. DEFINITIONS. Whenever the following terms aredsn the Plan, they shall have the meaning indicaelow, unless a different meaning
is required by the context.

(a) "Administrator" means the administrative comegtdescribed in Section 3.
(b) "Board" means the board of directors of the @any.
(c) "Company" means Advanced Energy Industries, en®elaware corporation.

(d) "Non-Employee Director" means any member ofBbard who is a "non-employee director" within theaning of Rule 16b-3(b)(3)(i)
under Section 16 of the Securities Exchange A&984 ("1934 Act").

(e) "Plan" means this Advanced Energy Industries, 2003 Non-Employee Directors' Stock Option Plan.
(f) "Share" means one share of common stock o€Civapany.

3. ADMINISTRATION. The Plan shall be administereg & committee selected by the Board consisting tdfeest 2 individuals each of
whom is either (i) a member of the Board and nNba-Employee Director or (ii) a senior officer éet Company who is not a member of the
Board. Subject to the provisions of the Plan, tldenfistrator shall have the authority to determafiether matters relating to administration
and operation of the Plan. All questions of intetption, implementation, and application of thenEhall be determined by the Administrator
in its sole discretion. Such determinations shalfibal and binding on all persons.

4. SHARES SUBJECT TO THE PLAN. The maximum numkieBloares that may be issued pursuant to optiomgegtainder the Plan is one
hundred fifty thousand (150,000), subject to adinesit as provided in Section 6(e) and subject tddidnre-issuance as indicated below. If an
option expires, is surrendered, or becomes unesadig without having been exercised in full, thissmed or retained Shares shall become
available for future grant under the Plan. Othear8h that actually have been issued under thepRlauant to an option shall not be returned
to the Plan and shall not become available forrugrant under the Plan.

5. ELIGIBILITY. A Non-Employee Director will rece® option grants under this Plan on the terms anditions set forth in Section 6. No
other person may benefit under this P



6. GENERAL TERMS AND CONDITIONS.

(a) Automatic Grants. On and after the date ofatmeual meeting of the Company's stockholders toehe in 2003, and subject to adjustment
under subsection (e), a N&@mployee Director will automatically receive anioptto purchase (i) fifteen thousand (15,000) Stharethe da
first elected or appointed as a member of the Baad(ii) five thousand (5,000) Shares on any datelected (or first elected after an
appointment) as a member of the Board by the Cogpatockholders. Any such option will be subjectite terms and conditions set fortt
this Plan, and will be evidenced by written noficsuch form as the Administrator shall determine.

(b) Options Are Not Qualified. Options granted untiee Plan are not incentive stock options desdribdnternal Revenue Code Section 422.

(c) Transferability. Options granted under the Rieanot transferable by the Non-Employee Direatat shall be exercisable during the Non-
Employee Director's lifetime only by the Non-EmpéayDirector; provided, however, that an option mayransferred upon the approval of
the Administrator (in its sole discretion) by appriate instrument pursuant to a domestic relatmder described in Rule 16a-12 of the 1934
Act or to an inter vivos or testamentary trust imiet the option is to be passed to the Non-Empld@jieector's beneficiaries upon the Non-
Employee Director's death or by gift to his or memediate family (consisting of the Non-Employeedator's child, stepchild, grandchild,
parent, stepparent, grandparent, spouse, siblinthenin-law, father-in-law, son-in-law, daughteriaw, brother-in-law, or sister-in-law,
including adoptive relationships). Except as predidh Section 7(d), no option or interest thereayrhe otherwise transferred, assigned,
pledged, or hypothecated by a Non-Employee Diregthether by operation of law or otherwise, or tBdmsubject to execution, attachment,
or similar process. Any such purported assignnsaig, transfer, delegation, or other dispositicalldie null and void.

(d) Modification, Extension, and Renewal. The Adisiirator shall have the power to modify, extendrearew an outstanding option granted
under this Plan, in a manner consistent with th@seof the Plan, provided that any such action maysignificantly impair the optionholder's
rights without his or her consent. However, the @any will not reduce the exercise price of any @uiding option or cancel outstanding
options and grant replacement options with a loexarcise price without the prior approval of thargolders.

(e) Changes in Capitalization or Corporate Transactn the event of any merger, consolidationygaaization, recapitalization, stock
dividend, stock split, reverse stock split, sepamtiquidation or other change in the corpordtacture or capitalization affecting the Shares,
appropriate adjustment shall be made by the Adin&idy in the kind, option price, and number ofrgiseof stock (including, but not limited
to, the maximum number of Shares reserved undd?ltim that are or may become subject to optioastgd or to be granted under the Plan.
If in connection with the change the Company ce&sesist, the surviving or successor entity mutstee assume the Company's rights and
obligations with respect to outstanding optionsustitute for outstanding options substantiallyieajent options for equity interests in the
entity. If there is no surviving or successor gnt Non-Employee Director's outstanding optionldiecome fully vested and exercisable as
of the date seven (7) calendar days before thegehdrhe exercise of any option that was permissiblely by reason of the change shall be
conditioned upon consummation of the change. Optibat are neither assumed, substituted nor erereis of the time of the change shall
terminate and cease to be outstanding.
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7. EXERCISE.

(a) Exercise Price. The exercise price of an oggluadl be not less than one hundred percent (1@d% fair market value of a Share on the
date of grant. The fair market value of a Sharefasy date means the closing sale price of a Sivasich date (or previous business day if
such date is not a business day) on the princigaiange or market on which Shares are then listedmitted to trading. If, for any reason,
the preceding rule cannot be applied to detern@iveriarket value, then the Administrator shall makgood faith determination of fair mar
value.

(b) Vesting. An option shall be immediately andyfidxercisable (i.e., vested) on the date grameaiyided, however, that the option awarded
on the date first elected or appointed as a mewithe Board shall instead

(i) be immediately exercisable to the extent of-tmied of the Shares subject to the option upomgrthen another ontiird of such Shares «
each of the next two anniversaries of the datetgdarand (ii) become fully exercisable upon a CleaingControl while the optionee is a
member of the Board, as provided in Section 9. tbstanding clauses (i) and (ii) of the precediegtence, no additional vesting will occur
after the date the Non-Employee Director ceasés ta member of the Board.

(c) Payment of Exercise Price. An option may be@ged in whole or in part (to the extent exercigpht any time and from time to time.
The purchase price of Shares purchased under emmampitl be paid in full to the Company incidenttioe exercise of the option by delivery
consideration equal to the product of the optidogpand the number of Shares purchased. Such esasa@h may be paid (i) in cash, (ii) at
the discretion of the Administrator, in shares ofh@bany common stock either already owned by the-Bimployee Director for at least six
(6) months or not acquired, directly or indirectigm the Company, or (iii) any combination therebtie fair market value of such common
stock as delivered shall be valued as of the day o delivery. The Administrator can determinattadditional forms of payment will be
permitted. To the extent permitted by the Admimiir and applicable laws and regulations (includmg not limited to, federal tax and
securities laws, regulations and state corporat k&n option may also be exercised in a "cashlesstcise by delivery of a properly exect
exercise notice together with irrevocable instiutsito a broker designated by the Administratatetiver promptly to the Company the
amount of sale or loan proceeds to pay the purgh@se. A Non-Employee Director shall have nonéhef rights of a stockholder until the
Shares are issued.

(d) Exercise After Death. In the event of the desth Non-Employee Director who holds an exercisaigtion under the Plan, the Non-
Employee Director's option shall (subject to Set8) be exercisable by the legal representatitheestate of such decedent, by any person
or persons whom the decedent shall have desigiratedting on forms prescribed by and filed withret@ompany or, if no such designation
has been made, by the person or persons to whodetieelent's rights have passed by will or the laivdescent and distribution. To the
extent permitted by applicable law and the rulesmrigated under Section 16(b) of the 1934 ActAliministrator may permit a Non-
Employee Director to designate in writing during tion-Employee Director's lifetime a beneficiaryeégeive and exercise stock options in
the event of the Non-Employee Director's death.

8. TERMINATION OF OPTIONS. An option shall ceasebi exercisable after the earlier of (i) six (6)ntis after the date the Non-
Employee Director ceases to be a member of thedB@aeluding by reason of death), (ii) the occunewnf a Change in Control and (iii) the
10th anniversary of the date of grant; providedyéner, that in the case of a Non-Employee Director
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who has served continuously as a member of thedBfoaiat least five (5) years, the period descrilmeclause (i) shall be eighteen (18)
months.

9. CHANGE IN CONTROL. A Non-Employee Director's st&nding option shall become fully exercisablefab® date seven (7) calendar
days before a Change in Control. The exercise piation that was permissible solely by reason 6hange in Control shall be conditioned
upon consummation of the Change in Control. Optibas are not exercised as of the Change in Cositral terminate and cease to be
outstanding. A Change in Control means a single @slip Change Event or combination of proximatdifire, purpose, cause and effect,
and/or the identity of the parties involved) OwingpsChange Events (collectively, a "Transactionferein the stockholders of the Company
immediately before the Transaction do not retaimadiately after the Transaction, in substantidily $ame proportions as their ownership of
shares of the Company's voting stock immediatefgreehe Transaction, direct or indirect benefigainership of more than 50% of the total
combined voting power of the outstanding votingcktof the Company or the company or companies tctwtne assets of the Company w
transferred (the "Transferee Company(s)"), as ése cnay be. For purposes of the preceding sentewloect beneficial ownership shall
include, without limitation, an interest resultirgm ownership of the voting stock of one or mooenpanies which, as a result of the
Transaction, own the Company or the Transferee @ow(ies), as the case may be, either directlyroutfh one or more subsidiary
companies. An Ownership Change Event means (ijiteet or indirect sale, exchange or transfer efithting stock of the Company, (ii) a
merger or consolidation in which the Company isgyp (iii) the sale, exchange or transfer of alsobstantially all of the assets of the
Company, or (iv) a liquidation or dissolution obt@ompany. The Administrator shall have sole dismmeto determine whether any particu
facts and circumstances constitute an Ownershim@h&vent or a Transaction, and its determinati@ail e final, binding and conclusive.

10. SECURITIES LAW COMPLIANCE. The grant of optioasd the issuance of Shares upon exercise of gptioal be subject to
compliance with all applicable requirements of fadiestate or foreign law with respect to such s¢ies. Options may not be exercised if the
issuance of Shares upon exercise would constitutaglation of any applicable federal, state or fgresecurities laws or other law or
regulations or the requirements of any stock exghar market system upon which the Shares maytbdisted. In addition, no option may
be exercised unless (i) a registration statemethéutne Securities Act of 1933 ("1933 Act") shaltlse time of exercise of the option be in
effect with respect to the Shares issuable uporcesesof the option, or (i) in the opinion of ldgaunsel to the Company, the Shares issuable
upon exercise of the option may be issued in aecare with the terms of an applicable exemption fthewregistration requirements of the
1933 Act. The inability of the Company to obtaiorfr any regulatory body having jurisdiction the awity, if any, deemed by the Company's
legal counsel to be necessary to the lawful isstiand sale of any shares hereunder shall reli@v€tmpany of any liability in respect of the
failure to issue or sell such shares as to which sequisite authority shall not have been obtaifeda condition to the exercise of any
option, the Company may require a Non-Employeeddareto satisfy any qualifications that may be resegy or appropriate, to evidence
compliance with any applicable law or regulationl &m make any representation or warranty with refstpeereto as may be requested by the
Company.
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11. MISCELLANEOUS.

(a) No Stockholders' Rights. A Non-Employee Direcdoall have no rights as a stockholder with respethe Shares covered by his or her
options until the date of the issuance to him ardia stock certificate for the Shares.

(b) No Right to Serve. Neither the Plan, nor thenging of an option, nor any other action takeneurttle Plan, shall be evidence of any
agreement or understanding, express or implied atfon-Employee Director has a right to contins@anember of the Board for any period
of time or rate of compensation.

(c) Claims. Any person who makes a claim for basefnder the Plan or under any option agreemesteshinto pursuant to the Plan shall
file the claim in writing with the Administrator. ¥ten notice of the disposition of the claim sHaél delivered to the claimant within 60 days
after filing. If the claim is denied, the Adminiator's written decision shall set forth (i) the cfie reason or reasons for the denial, (ii) a
specific reference to the pertinent provisionshef Plan or option agreement on which the denidased, and (iii) a description of any
additional material or information necessary far thaimant to perfect his or her claim and an exgi@n of why such material or informati
is necessary. No lawsuit may be filed by the claimantil a claim is made and denied pursuant te shbsection.

(d) Attorneys' Fees. In any legal action or othrexcpeding brought by either party to enforce ogripitet the terms of the option agreement
prevailing party shall be entitled to recover rewdue attorneys' fees and costs.

(e) Company Free to Act. An option grant shall aiéct in any way the right or power of the Companyts stockholders to make or
authorize any or all adjustments, recapitalizatioesrganizations, or other changes in the Compampital structure or its business, or any
merger or consolidation of any member of the Comgparmany issue of bonds, debentures, or preferrguiederence stocks affecting the
Shares or the rights thereof, or of any rightsian®, or warrants to purchase any capital stodk@fCompany, or the dissolution or liquidal
of the Company, any sale or transfer of all or past of its assets or business, or any other catp@ct or proceedings of the Company,
whether of a similar character or otherwise.

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

(9) Governing Law. This Plan and the option agragmsball be governed by and construed in accordaitbethe laws of the State of
Colorado applicable to contracts wholly made andiopmed in the State of Colorado.

(h) Exchange Requirements. So long as Sharessted bn any established stock exchange or tradétedNASDAQ National Market or the
NASDAQ SmallCap Market, the applicable requiremeritany such exchange or market shall be herelyrjrocated by referenc

(i) Compliance with Section 16. So long as anyhef Company's equity securities are registered patdo Section 12(b) or 12(g) of the 1934
Act, with respect to awards granted to or
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held by Section 16 insiders, the Plan will complall respects with Rule 16b-3 or any successeraukule of similar application under
Section 16 of the 1934 Act or rules thereunder, drahy Plan provision is later found not to becompliance with such exemption under
Section 16, that provision shall be deemed mod#ietiecessary to meet the requirements of suckcaplgl exemption.

12. EFFECTIVE DATE OF THE PLAN. The Plan will becereffective upon adoption by the Board, subjectgproval by the Company's
stockholders. The Plan shall terminate on the &ftfiversary of its adoption.

13. AMENDMENT OF THE PLAN. With the approval of tiBoard, the Administrator may suspend or discomtithe Plan or revise or
amend it in any respect whatsoever; provided, hewdtiat without approval of the Company's stoclled no revision or amendment shall
change the number of Shares issuable under thg@Xaept as provided in Section 6(e)), change #ségadation of the class of individuals
eligible to receive options, or materially incredéise benefits accruing to Non-Employee Directordarrthe Plan.

IN WITNESS WHEREOF, the undersigned Secretary efGompany certifies that this Plan was adoptechbyBoard on February 12, 2003,
effective as of the same date.
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Exhibit 10.3

ADVANCED ENERGY INDUSTRIES, INC.
2001 STOCK OPTION PLAN
ADOPTED JANUARY 22, 2001
AS AMENDED AND RESTATED JUNE 24, 2002

1. PURPOSE. The purpose of the Plan is to prouwid@eentive to attract, retain and reward individyzerforming services for the Company,
and to motivate such individuals to contributehe growth and profitability of the Company.

2. DEFINITIONS. Whenever the following terms aredsn the Plan, they shall have the meaning inditaelow, unless a different meaning
is required by the context.

(&) "Administrator" means either the Board or a puttee of at least two Board members to which tbar allocates administration of the
Plan.

(b) "Board" means the board of directors of thepoation.
(c) "Code" means the Internal Revenue Code of 188@&mended.

(d) "Company" means, collectively, the Corporatéom any "parent corporation” or "subsidiary corgiorg of the Corporation as defined in
Code
Section 424(e) and Section 424(f), respectively.

(e) "Corporation" means Advanced Energy Industtiss, a Delaware corporation.

(f) "Fair Market Value" means, with respect to afhas of any date, the closing sale price of aeStrasuch date (or previous business d
such date is not a business day) on the princigaiange or market on which Shares are then listedmitted to trading. If, for any reason,
the preceding rule cannot be applied to detern@iveniarket value, then the Committee shall makeaddaith determination of fair market
value.

(9) "Optionee" means a person to whom an optiorbkas granted under the Plan. If an option is assigoursuant to Section 6(b), the term
"Optionee" shall mean the assignee when requiretidogontext.

(h) "Plan" means this Advanced Energy Industries, 2001 Stock Option Plan.

(i) "Service" means the Optionee's employment orise with the Company, whether in the capacitaofemployee, a director, or a
consultant.

() "Share" means one share of common stock o€Citigoration.

3. ADMINISTRATION. The Plan shall be administeregthe Administrator. Subject to the provisionstoé Plan, the Administrator shall
have the authority to select the persons to betgglaoptions under this Plan, to fix the numbert@res that each Optionee may purchase, to
determine the exercise price of options grantedetdhe terms and conditions of each option (atioly the period over which the option
becomes exercisable), and to determine all othé&ensarelating to administration and operationhaf Plan. All questions of interpretation,
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implementation, and application of the Plan shalbletermined by the Administrator in its sole dision. Such determinations shall be final
and binding on all persons. No member of the Bearcbmmittee that acts as Administrator shall bblé for any act or omission on such
member's own part, including but not limited to ¢hercise of any power or discretion given to senember under the Plan, except for those
acts or omissions resulting from such member's gress negligence or willful misconduct.

4. SHARES SUBJECT TO THE PLAN. The maximum numkieBloares that may be issued pursuant to optiomgegtaunder the Plan is
600,000 (Six Hundred Thousand), subject to adjustras provided in section 6(d). If an option expjris surrendered, or becomes
unexercisable without having been exercised in &ulif any unissued Shares are retained by thedation upon exercise of an option in
order to satisfy the exercise price for such optinany withholding taxes due with respect to sexércise, the unissued or retained Shares
shall become available for future grant under tlae Punless the Plan has terminated). If unvestedes are forfeited (repurchased by the
Corporation at their original purchase price), s8tiares shall also become available for futuretgrader the Plan, but the total number of
such forfeited Shares that become available magxm#ed twice the maximum number set forth abowkjést to adjustment as provided in
section 6(d)). Other Shares that actually have ixsered under the Plan pursuant to an option sbalbe returned to the Plan and shall not
become available for future grant under the Plan.

5. ELIGIBILITY. The Administrator may grant an opti or options to any employee or consultant ofGbenpany, as selected in the sole
discretion of the Administrator; provided, howewiat no option may be granted to an individual ywhith respect to the Corporation at the
date of grant, is a director or officer (within threeaning of Section 16 of the Securities Exchangeof1934).

6. GENERAL TERMS AND CONDITIONS.

(a) Option Agreements. Each option granted undePian shall be authorized by action of the Admiiater and shall be evidenced by a
written agreement in such form as the Administratmll from time to time approve, which agreemératiscomply with and be subject to the
terms and conditions of the Plan. All options geahtinder the Plan are nonqualified options, ancharsubject to the provisions of Code
Section 422.

(b) Transferability. Options granted under the Riesanot transferable by the Optionee and shadieecisable during the Optionee's lifetime
only by the Optionee; provided, however, that atioopmay be transferred upon the approval of theniistrator (in its sole discretion) by
appropriate instrument to an inter vivos or testataey trust in which the option is to be passeth&oOptionee's beneficiaries upon the
Optionee's death or by gift to the Optionee's imiatedfamily (consisting of the Optionee's chilggmthild, grandchild, parent, stepparent,
grandparent, spouse, sibling, mother-in-law, fathdaw, son-in-law, daughter-in-law, brother-inslaor sister-in-law, and shall include
adoptive relationships). No option or interest ¢iremmay be otherwise transferred, assigned, pledgdu/pothecated by Optionee, whethe
operation of law or otherwise, or be made subetdecution, attachment, or similar process. Archquurported assignment, sale, transfer,
delegation, or other disposition shall be null andl.
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(c) Modification, Extension, and Renewal. The Adisiirator shall have the power to modify, extendresrew outstanding options and
authorize the grant of new options in substitutioerefor, provided that any such action may nottthe effect of significantly impairing any
rights or obligations of any option previously gieshwithout the consent of Optionee.

(d) Changes in Capitalization or Corporate Trarieacin the event of any merger, consolidationygeaization, recapitalization, stock
dividend, stock split, reverse stock split, sepamtiquidation or other change in the corpordtacture or capitalization affecting the Shares,
appropriate adjustment shall be made by the Adin&idy in the kind, option price, and number ofrgiseof stock (including, but not limited
to, the maximum number of Shares reserved undd?ltimg that are or may become subject to optioastgd or to be granted under the Plan.

7. EXERCISE.
(a) Exercise Price. The exercise price of an opgluadl be not less than the Fair Market Value 8hare on the date of the grant of the option.

(b) Time of Exercise. An option shall become ex@able as specified in the option agreement; prayidewever, that (i) an option shall not
be exercisable after the 10th anniversary of the digrant and (ii) unless expressly provided otlige in the option agreement, an option
shall not be exercisable to the extent its exewizeld result (determined at the time of exercisglompensation not deductible by the
Company under Code Section 162(m).

(c) Notice of Exercise. Optionees may exercise dylyproviding written notice to the Corporationtla address specified in the option
agreement, accompanied by full payment for the &htar be purchased. After receiving proper notfeexercise and payment, the
Corporation shall issue a certificate(s) for ther®k purchased, registered in Optionee's nama @piionee's name and the name of
Optionee's spouse as community property or as feirents with a right of survivorship). Such céette(s) shall bear a legend similar to the
following, if applicable:

This Stock is Subject to Restrictions on Negotiahtly

This stock is held pursuant to a certain Agreeneéfiective as of , a copy of wisdiled with the Secretary of the
Corporation, and this stock cannot be sold, traresfie bequeathed, hypothecated, encumbered, amasieedisposed of, except as provided in
the Agreement and subject to the terms thereof.

(d) Taxes and Withholding. The Company shall hé&eeright to deduct from the Shares issuable uperexercise of an option, or to accept
from Optionee the tender of, a number of whole &having a fair market value, as determined byAdmainistrator, equal to all or any part
of the federal, state, local and foreign taxeanif, required by law to be withheld by the Compuaiith respect to such option or the Shares
acquired upon the exercise thereof. Alternativelinaddition, in its sole discretion, the Compamall have the right to require Optionee,
through payroll withholding, cash payment or otheryincluding by means of a
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cashless exercise (as described in Section 8(bnake adequate provision for any such tax withhgldbligations of the Company arising
connection with the option, or the Shares acquiigoh the exercise thereof.

8. PAYMENT OF EXERCISE PRICE. Payment of any optaexercise price may be made in cash, by checkgr equivalent. At the sole
discretion of the Administrator, the exercise pricay be made as follows:

(a) By Tender of Stock. Payment may be made byetefat by attestation) to the Corporation of Shanesed by Optionee having a Fair
Market Value (as determined by the Administratathaut regard to any restrictions on transferabaipplicable to such Shares by reason of
federal or state securities laws or agreementsth@&hCorporation's underwriter) not less than tter@se price; provided that, an option may
not be exercised by tender to the Corporation aff&hto the extent such tender would constitutelation of the provisions of any law,
regulation or agreement restricting the redemptiibthe Shares. Unless otherwise provided by the iAgtnator, an option may not be
exercised by tender to the Corporation of Sharéssarsuch Shares either have been owned by Optiong®re than six (6) months or were
not acquired, directly or indirectly, from the Corption.

(b) By Cashless Exercise. The Administrator resgraeany and all times, the right, in the Admirigir's sole and absolute discretion, to
establish, decline to approve or terminate any famogor procedures for the exercise of options gt by the assignment of the proceeds
of a sale or loan with respect to some or all ef$tares being acquired upon the exercise of tengfncluding, without limitation, through
an exercise complying with the provisions of RegjalaT as promulgated from time to time by the Rbaf Governors of the Federal Rese
System.

(c) By Promissory Note. Payment may be made bydDp#'s promissory note in a form approved by theiAdstrator, except that no
promissory note shall be permitted if the exerofsan option using a promissory note would be dation of any law. Any permitted
promissory note shall be on such terms as the Adirdmor shall determine; provided that (i) theenfihcluding interest) shall be full
recourse, (ii) interest shall be payable in attleasual installments at a current market intergst, (iii) the note shall be secured by the St
acquired, and (iv) the remaining balance of the ifstcluding accrued interest) shall be due an@bpkywithin 90 days of termination of
Optionee's Service for any reason. Unless othemrseided by the Administrator, if the Corporatiahany time is subject to the regulations
promulgated by the Board of Governors of the Fddeeaerve System or any other governmental erffiégting the extension of credit in
connection with the Corporation's securities, amgnpssory note shall comply with such applicablgulations, and Optionee shall pay the
unpaid principal and accrued interest, if any hi éxtent necessary to comply with such applicedgealations.

(d) By Other Consideration. Payment may be madsuioh other consideration or by any combinationashg stock, cashless exercise,
promissory note or other consideration as may Ipecaed by the Administrator from time to time tethxtent permitted by applicable laws.
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9. TERMINATION OF OPTIONS.

(a) Termination of Service. If an Optionee's Sextierminates, his or her rights to exercise aroogtien held shall be limited. Optionee's
Service shall not be deemed to have terminatediynieeeause of a change in the capacity in whichddpe renders Service or a change in
the Company, provided that there is no interruptiotermination of Optionee's employment or servigptionee's Service with the Company
shall be treated as continuing intact while thei@ye is on military, sick leave, or other bonafidave of absence (such as temporary
employment by the government) approved by the Comfahe period of such leave does not exceeda@@ dor, if longer, so long as the
Optionee's right to reemployment with the Corpamais guaranteed either by statute or by conti@biere the period of leave exceeds 90
days and where the Optionee's right to reemployiisemit guaranteed either by statute or by cont@etvice will be deemed to have
terminated on the 91st day of such leave. Subgetttet foregoing, the Administrator, in its soleadetion, shall determine whether Optionee's
Service has terminated and the effective date tiiere

(b) Regular Termination. Except as otherwise pregith paragraphs (c) through (e), if an Option8eiwice terminates, Optionee shall have
the right for a period of 3 months after the ddteeanination to exercise the option to the ext@ptionee was entitled to exercise the option

on that date; provided, however, that the datexefa@se is in no event after the expiration of tdmen of the option. To the extent the option is
not exercised within this period, the option witinate.

(c) Termination by Disability. If an Optionee becesrdisabled (within the meaning of Code Sectioe#3f) while in Service, Optionee or
his or her qualified representative shall haveritjiet for a period of twelve (12) months after thate on which Optionee's Service ends to
exercise the option to the extent Optionee wadledtio exercise the option on that date, providheddate of exercise is in no event after the
expiration of the term of the option. To the extdr option is not exercised within this periode tption will terminate.

(d) Termination Upon Death. If an Optionee diesle/ini Service, the person who acquired the riglexercise the option by bequest or
inheritance or by reason of the death of the Optiashall have the right for a period of twelve (i®)nths after the date of death to exercise
the option to the extent Optionee was entitledx&rese the option on that date, provided the datxercise is in no event after the expira
of the term of the option. To the extent the opi®not exercised within this period, the optiotl ¥érminate.

(e) Termination for Cause. If an Optionee's Serisderminated by the Company for Cause, Optiohed bave no right to exercise the
option, and the option will terminate. "Cause" me#rat Optionee is determined by the Administréadrave committed an act of
embezzlement, fraud, dishonesty, or breach of fayauty to the Company, or to have deliberatétyatarded the rules of the Company
which resulted in loss, damage, or injury to thenpany, or because Optionee has made any unautthalimelosure of any of the secrets or
confidential information of the Company, has indiieay client or customer of the Company to breaghcmntract with the Company, has
induced any principal for whom the Company actagent to terminate the agency relationship, oremaggged in any conduct that constitutes
unfair competition with the Company. Any actiontbe part of the Optionee that is described in this
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paragraph will constitute Cause, for purposes isffftan, only if the action results in a materiabsignificant loss to the Company, as
determined in the sole discretion of the Administra

(f) Option Agreement. The option agreement may pl@vules different from those set forth in submet (a) through (e), provided that, in
the absence of Cause, the option must be exereifabht least 30 days after termination of Serg&emonths in the case of termination
caused by death or disability), but not after thgimation of the term of the option.

10. CHANGE IN CONTROL. In the event of (i) a mergerconsolidation in which the Corporation is nw surviving corporation or (i) a
reverse merger in which the Corporation is the isimg corporation but the shares of the Corporasi@@mmon stock outstanding
immediately preceding the merger are converteditbyesof the merger into other property, whethethia form of securities, cash or
otherwise then to the extent permitted by applieddlv (collectively, a "Change in Control"), thénhgny surviving corporation shall assume
any options outstanding under the Plan or shatiulte similar options for those outstanding urtther Plan, or (ii) such options shall
continue in full force and effect. In the event auyviving corporation refuses to assume or cometisuch options, or to substitute similar
options for those outstanding under the Plan, theh options shall be terminated if not exercisgar po such event. In the event of a
dissolution or liquidation of the Corporation, angtion outstanding under the Plan shall terminfate@t exercised prior to such event.

11. VESTING OF SHARES.

(a) Vesting. Shares shall become vested as spbaifihe option agreement. Shares acquired on isgesf an option shall first be attributable
to vested Shares, then unvested Shares. Sharbsestes# to vest at the time of termination of Smyvi

(b) Unvested Share Repurchase Right. Shares adquider the Plan that have not vested may be repsied by the Corporation at the
original exercise price if the Optionee's Servigthwihe Company is terminated for any reason oreason, with or without Cause (as defined
in Section 9(e)). The Corporation may assign anyeated Share repurchase right it may have, whetheot then exercisable, to such person
or persons as may be selected by the CorporatlenCbrporation may require the Optionee to plactficates for any unvested Shares in
escrow under reasonable terms established by themstrator.

(c) Exercise of Unvested Share Repurchase Riglet.ufivested Share repurchase right may be exetrysetitten notice to Optionee within
60 days after termination of Optionee's Servicesfarcise of the option, if later). If notice istrgiven within such 60-day period, the
repurchase option shall terminate unless the gantwe extended the time for its exercise. Theroffase right must be exercised for all
unvested Shares, unless the parties agree othe@éash payment (or cancellation of purchase momgghitedness) must be made by the
thirtieth (30th) day after the date of the writtestice to Optionee of the exercise of the repurehight.
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12. SECURITIES LAW COMPLIANCE.

(a) General Rules. The grant of options and theaisse of Shares upon exercise of options shalibest to compliance with all applicable
requirements of federal, state or foreign law wébpect to such securities. Options may not becesaat if the issuance of Shares upon
exercise would constitute a violation of any apgie federal, state or foreign securities lawstbewolaw or regulations or the requirement
any stock exchange or market system upon whicktia@es may then be listed. In addition, no optiay tre exercised unless (i) a
registration statement under the Securities Acll sthéhe time of exercise of the option be in effeith respect to the Shares issuable upon
exercise of the option, or (ii) in the opinion efjhl counsel to the Corporation, the Shares issugdgin exercise of the option may be issued
in accordance with the terms of an applicable exempgrom the registration requirements of the Siti@s Act. The inability of the
Corporation to obtain from any regulatory body Imavjurisdiction the authority, if any, deemed bg tBorporation's legal counsel to be
necessary to the lawful issuance and sale of aagsthereunder shall relieve the Corporation ofliatlity in respect of the failure to issue
or sell such shares as to which such requisiteoaitittshall not have been obtained.

(b) Conditions of Exercise. As a condition to thxereise of any option, the Corporation may req@mionee to satisfy any qualifications that
may be necessary or appropriate, to evidence cangdiwith any applicable law or regulation and ikenany representation or warranty
with respect thereto as may be requested by theoCation.

13. MISCELLANEOUS.
(a) No Right to an Option. Nothing in the Plan $bal construed to give any person any right tofaatgd an option.

(b) No Employment Rights. Neither the Plan norghenting of an option nor any other action takerspant to the Plan shall constitute or be
evidence of any agreement or understanding, exprassplied, that the Company will utilize Optiorigeervices for any period of time, or in
any position, or at any particular rate of compénsa

(c) No Shareholders' Rights. Optionee shall havegius as a shareholder with respect to the Stwaresred by his or her options until the
date of the issuance to him or her of a shareficate for the Shares, and no adjustment will belerfar dividends or other rights for which
the record date is prior to the date the certifidatissued.

(d) Claims. Any person who makes a claim for besefnder the Plan or under any option agreemestehinto pursuant to the Plan shall
file the claim in writing with the Administrator. ¥ten notice of the disposition of the claim sHazél delivered to the claimant within 60 days
after filing. If the claim is denied, the Adminiator's written decision shall set forth (i) the cfie reason or reasons for the denial, (ii) a
specific reference to the pertinent provisionshef Plan or option agreement on which the denibaged, and (iii) a description of any
additional material or information necessary far thaimant to perfect his or her claim and an exgi@n of why such material or informati
is necessary. No lawsuit may be filed by the claimantil a claim is made and denied pursuant te shbsection.
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(e) Attorneys' Fees. In any legal action or othecpeding brought by either party to enforce cerpitet the terms of the option agreement
prevailing party shall be entitled to recover rewdude attorneys' fees and costs.

(f) Confidentiality. The terms and conditions oétbption agreement, including without limitatiore thumber of Shares for which the optio
granted, are confidential. Optionee shall not diselthe terms of the option to any third party egtd¢o Optionee's financial or legal advisors,
tax preparer or family members, unless disclossirequired by law.

(9) Corporation Free to Act. An option grant shradt affect in any way the right or power of the @amation or its shareholders to make or
authorize any or all adjustments, recapitalizatioesrganizations, or other changes in the Corfmratcapital structure or its business, or
merger or consolidation of any member of the Comgparmany issue of bonds, debentures, or preferrguiederence stocks affecting the
Shares or the rights thereof, or of any rightsiao®, or warrants to purchase any capital stodk@{Corporation, or the dissolution or
liquidation of the Corporation, any sale or trangfeall or any part of its assets or businessnyr other corporate act or proceedings of the
Corporation, whether of a similar character or oilige.

(h) Severability. If any provision of the Plan gtimn agreement, or its application to any pergdece, or circumstance, is held by an
arbitrator or a court of competent jurisdictiorb® invalid, unenforceable, or void, that provisghall be enforced to the greatest extent
permitted by law, and the remainder of this Plath @ption agreement and of that provision shall ierirafull force and effect as applied to
other persons, places, and circumstances.

(i) Substitution/Assumption. The Company may subttior assume outstanding options granted by anatimpany by either (i) granting an
option under this Plan in substitution of such ot@mpany's option or (ii) assuming such optioiif #had been granted under this Plan if
terms of such assumed option are consistent this Bluch substitution or assumption will be peribiesf the holder of the substituted or
assumed option would have been eligible to be gthah option under this Plan if the other compaany &pplied the rules of this Plan to such
grant. In the event of an assumption hereundeitetimes and conditions of the option will remain hacged, except that the exercise price
the number and nature of shares issuable uponisgercany such option will be adjusted approphjaite the manner described in Code
Section 424(a). If the Company substitutes a netiowfor the old option, such new option may benged with a similarly adjusted exercise
price.

() Exchange Requirements. The requirements ofstogk exchange or other established market (sutieadASDAQ), on which the
Corporation's common stock is traded, are heretyrporated into this Plan by reference.

(k) Governing Law. This Plan and the option agreminséall be governed by and construed in accordaitbethe laws of the State of
Colorado applicable to contracts wholly made andiopmed in the State of Colorado.
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14. EFFECTIVE DATE OF THE PLAN. The Plan will beceraffective upon adoption of the Board. Options teyranted under the Plan
at any time after the Plan's adoption and befazddimination of the Plan. The Plan shall termimatéhe 10th anniversary of its adoption.

15. AMENDMENT OF THE PLAN. The Board may suspendicontinue the Plan or revise or amend it in mspect whatsoever.

IN WITNESS WHEREOF, the undersigned Secretary ef@lorporation certifies that this Plan was adoptethe Board on January 22, 20
and effective as of the same date.
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Exhibit 10.4

ADVANCED ENERGY INDUSTRIES, INC.
2002 STOCK OPTION PLAN
AS ADOPTED FEBRUARY 12, 2002
AS AMENDED AND RESTATED JUNE 24, 2002

1. PURPOSE. The purpose of the Plan is to prouwid@eentive to attract, retain and reward individyzerforming services for the Company,
and to motivate such individuals to contributehe growth and profitability of the Company.

2. DEFINITIONS. Whenever the following terms aredsn the Plan, they shall have the meaning inditaelow, unless a different meaning
is required by the context.

(&) "Administrator" means either the Board or a puttee of at least two Board members to which tbar allocates administration of the
Plan.

(b) "Board" means the board of directors of thepoation.
(c) "Code" means the Internal Revenue Code of 188@&mended.

(d) "Company" means, collectively, the Corporatéom any "parent corporation” or "subsidiary corgiorg of the Corporation as defined in
Code
Section 424(e) and Section 424(f), respectively.

(e) "Corporation" means Advanced Energy Industtiss, a Delaware corporation.

(f) "Fair Market Value" means, with respect to afhas of any date, the closing sale price of aeStrasuch date (or previous business d
such date is not a business day) on the princigaiange or market on which Shares are then listedmitted to trading. If, for any reason,
the preceding rule cannot be applied to detern@iveniarket value, then the Committee shall makeaddaith determination of fair market
value.

(9) "Optionee" means a person to whom an optiorbkas granted under the Plan. If an option is assigoursuant to Section 6(b), the term
"Optionee" shall mean the assignee when requiretidogontext.

(h) "Plan" means this Advanced Energy Industries, 2002 Stock Option Plan.

(i) "Service" means the Optionee's employment orise with the Company, whether in the capacitaofemployee, a director, or a
consultant.

() "Share" means one share of common stock o€Citigoration.

3. ADMINISTRATION. The Plan shall be administeregthe Administrator. Subject to the provisionstoé Plan, the Administrator shall
have the authority to select the persons to betgglaoptions under this Plan, to fix the numbert@res that each Optionee may purchase, to
determine the exercise price of options grantedetdhe terms and conditions of each option (atioly the period over which the option
becomes exercisable), and to determine all othé&ensarelating to administration and operationhaf Plan. All questions of interpretation,
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implementation, and application of the Plan shalbletermined by the Administrator in its sole dision. Such determinations shall be final
and binding on all persons. No member of the Bearcbmmittee that acts as Administrator shall bblé for any act or omission on such
member's own part, including but not limited to ¢hercise of any power or discretion given to senember under the Plan, except for those
acts or omissions resulting from such member's gress negligence or willful misconduct.

4. SHARES SUBJECT TO THE PLAN. The maximum numkieBloares that may be issued pursuant to optiomgegtaunder the Plan is
600,000 (Six Hundred Thousand), subject to adjustras provided in section 6(d). If an option expjris surrendered, or becomes
unexercisable without having been exercised in &ulif any unissued Shares are retained by thedation upon exercise of an option in
order to satisfy the exercise price for such optinany withholding taxes due with respect to sexércise, the unissued or retained Shares
shall become available for future grant under tlae Punless the Plan has terminated). If unvestedes are forfeited (repurchased by the
Corporation at their original purchase price), s8tiares shall also become available for futuretgrader the Plan, but the total number of
such forfeited Shares that become available magxm#ed twice the maximum number set forth abowkjést to adjustment as provided in
section 6(d)). Other Shares that actually have ixsered under the Plan pursuant to an option sbalbe returned to the Plan and shall not
become available for future grant under the Plan.

5. ELIGIBILITY. The Administrator may grant an opti or options to any employee or consultant ofGbenpany, as selected in the sole
discretion of the Administrator; provided, howewiat no option may be granted to an individual ywhith respect to the Corporation at the
date of grant, is a director or officer (within threeaning of Section 16 of the Securities Exchangeof1934).

6. GENERAL TERMS AND CONDITIONS.

(a) Option Agreements. Each option granted undePian shall be authorized by action of the Admiiater and shall be evidenced by a
written agreement in such form as the Administratmll from time to time approve, which agreemératiscomply with and be subject to the
terms and conditions of the Plan. All options geahtinder the Plan are nonqualified options, ancharsubject to the provisions of Code
Section 422.

(b) Transferability. Options granted under the Riesanot transferable by the Optionee and shadieecisable during the Optionee's lifetime
only by the Optionee; provided, however, that atioopmay be transferred upon the approval of theniistrator (in its sole discretion) by
appropriate instrument to an inter vivos or testataey trust in which the option is to be passeth&oOptionee's beneficiaries upon the
Optionee's death or by gift to the Optionee's imiatedfamily (consisting of the Optionee's chilggmthild, grandchild, parent, stepparent,
grandparent, spouse, sibling, mother-in-law, fathdaw, son-in-law, daughter-in-law, brother-inslaor sister-in-law, and shall include
adoptive relationships). No option or interest ¢iremmay be otherwise transferred, assigned, pledgdu/pothecated by Optionee, whethe
operation of law or otherwise, or be made subetdecution, attachment, or similar process. Archquurported assignment, sale, transfer,
delegation, or other disposition shall be null andl.
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(c) Modification, Extension, and Renewal. The Adisiirator shall have the power to modify, extendresrew outstanding options and
authorize the grant of new options in substitutioerefor, provided that any such action may nottthe effect of significantly impairing any
rights or obligations of any option previously gieshwithout the consent of Optionee.

(d) Changes in Capitalization or Corporate Trarieacin the event of any merger, consolidationygeaization, recapitalization, stock
dividend, stock split, reverse stock split, sepamtiquidation or other change in the corpordtacture or capitalization affecting the Shares,
appropriate adjustment shall be made by the Adin&idy in the kind, option price, and number ofrgiseof stock (including, but not limited
to, the maximum number of Shares reserved undd?ltimg that are or may become subject to optioastgd or to be granted under the Plan.

7. EXERCISE.
(a) Exercise Price. The exercise price of an opgluadl be not less than the Fair Market Value 8hare on the date of the grant of the option.

(b) Time of Exercise. An option shall become ex@able as specified in the option agreement; prayidewever, that (i) an option shall not
be exercisable after the 10th anniversary of the digrant and (ii) unless expressly provided otlige in the option agreement, an option
shall not be exercisable to the extent its exewizeld result (determined at the time of exercisglompensation not deductible by the
Company under Code Section 162(m).

(c) Notice of Exercise. Optionees may exercise dylyproviding written notice to the Corporationtla address specified in the option
agreement, accompanied by full payment for the &htar be purchased. After receiving proper notfeexercise and payment, the
Corporation shall issue a certificate(s) for ther®k purchased, registered in Optionee's nama @piionee's name and the name of
Optionee's spouse as community property or as feirents with a right of survivorship). Such céette(s) shall bear a legend similar to the
following, if applicable:

This Stock is Subject to Restrictions on Negotiahtly

This stock is held pursuant to a certain Agreeneéfiective as of , a copy of wisdiled with the Secretary of the
Corporation, and this stock cannot be sold, traresfie bequeathed, hypothecated, encumbered, amasieedisposed of, except as provided in
the Agreement and subject to the terms thereof.

(d) Taxes and Withholding. The Company shall hé&eeright to deduct from the Shares issuable uperexercise of an option, or to accept
from Optionee the tender of, a number of whole &having a fair market value, as determined byAdmainistrator, equal to all or any part
of the federal, state, local and foreign taxeanif, required by law to be withheld by the Compuaiith respect to such option or the Shares
acquired upon the exercise thereof. Alternativelinaddition, in its sole discretion, the Compamall have the right to require Optionee,
through payroll withholding, cash payment or otheryincluding by means of a
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cashless exercise (as described in Section 8(bnake adequate provision for any such tax withhgldbligations of the Company arising
connection with the option, or the Shares acquiigoh the exercise thereof.

8. PAYMENT OF EXERCISE PRICE. Payment of any optaexercise price may be made in cash, by checkgr equivalent. At the sole
discretion of the Administrator, the exercise pricay be made as follows:

(a) By Tender of Stock. Payment may be made byetefat by attestation) to the Corporation of Shanesed by Optionee having a Fair
Market Value (as determined by the Administratathaut regard to any restrictions on transferabaipplicable to such Shares by reason of
federal or state securities laws or agreementsth@&hCorporation's underwriter) not less than tter@se price; provided that, an option may
not be exercised by tender to the Corporation aff&hto the extent such tender would constitutelation of the provisions of any law,
regulation or agreement restricting the redemptiibthe Shares. Unless otherwise provided by the iAgtnator, an option may not be
exercised by tender to the Corporation of Sharéssarsuch Shares either have been owned by Optiong®re than six (6) months or were
not acquired, directly or indirectly, from the Corption.

(b) By Cashless Exercise. The Administrator resgraeany and all times, the right, in the Admirigir's sole and absolute discretion, to
establish, decline to approve or terminate any famogor procedures for the exercise of options gt by the assignment of the proceeds
of a sale or loan with respect to some or all ef$tares being acquired upon the exercise of tengfncluding, without limitation, through
an exercise complying with the provisions of RegjalaT as promulgated from time to time by the Rbaf Governors of the Federal Rese
System.

(c) By Promissory Note. Payment may be made bydDp#'s promissory note in a form approved by theiAdstrator, except that no
promissory note shall be permitted if the exerofsan option using a promissory note would be dation of any law. Any permitted
promissory note shall be on such terms as the Adirdmor shall determine; provided that (i) theenfihcluding interest) shall be full
recourse, (ii) interest shall be payable in attleasual installments at a current market intergst, (iii) the note shall be secured by the St
acquired, and (iv) the remaining balance of the ifstcluding accrued interest) shall be due an@bpkywithin 90 days of termination of
Optionee's Service for any reason. Unless othemrseided by the Administrator, if the Corporatiahany time is subject to the regulations
promulgated by the Board of Governors of the Fddeeaerve System or any other governmental erffiégting the extension of credit in
connection with the Corporation's securities, amgnpssory note shall comply with such applicablgulations, and Optionee shall pay the
unpaid principal and accrued interest, if any hi éxtent necessary to comply with such applicedgealations.

(d) By Other Consideration. Payment may be madsuioh other consideration or by any combinationashg stock, cashless exercise,
promissory note or other consideration as may Ipecaed by the Administrator from time to time tethxtent permitted by applicable laws.
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9. TERMINATION OF OPTIONS.

(a) Termination of Service. If an Optionee's Sextierminates, his or her rights to exercise aroogtien held shall be limited. Optionee's
Service shall not be deemed to have terminatediynieeeause of a change in the capacity in whichddpe renders Service or a change in
the Company, provided that there is no interruptiotermination of Optionee's employment or servigptionee's Service with the Company
shall be treated as continuing intact while thei@ye is on military, sick leave, or other bonafidave of absence (such as temporary
employment by the government) approved by the Comfahe period of such leave does not exceeda@@ dor, if longer, so long as the
Optionee's right to reemployment with the Corpamais guaranteed either by statute or by conti@biere the period of leave exceeds 90
days and where the Optionee's right to reemployiisemit guaranteed either by statute or by cont@etvice will be deemed to have
terminated on the 91st day of such leave. Subgetttet foregoing, the Administrator, in its soleadetion, shall determine whether Optionee's
Service has terminated and the effective date tiiere

(b) Regular Termination. Except as otherwise pregith paragraphs (c) through (e), if an Option8eiwice terminates, Optionee shall have
the right for a period of 3 months after the ddteeanination to exercise the option to the ext@ptionee was entitled to exercise the option

on that date; provided, however, that the datexefa@se is in no event after the expiration of tdmen of the option. To the extent the option is
not exercised within this period, the option witinate.

(c) Termination by Disability. If an Optionee becesrdisabled (within the meaning of Code Sectioe#3f) while in Service, Optionee or
his or her qualified representative shall haveritjiet for a period of twelve (12) months after thate on which Optionee's Service ends to
exercise the option to the extent Optionee wadledtio exercise the option on that date, providheddate of exercise is in no event after the
expiration of the term of the option. To the extdr option is not exercised within this periode tption will terminate.

(d) Termination Upon Death. If an Optionee diesle/ini Service, the person who acquired the riglexercise the option by bequest or
inheritance or by reason of the death of the Optiashall have the right for a period of twelve (i®)nths after the date of death to exercise
the option to the extent Optionee was entitledx&rese the option on that date, provided the datxercise is in no event after the expira
of the term of the option. To the extent the opi®not exercised within this period, the optiotl ¥érminate.

(e) Termination for Cause. If an Optionee's Serisderminated by the Company for Cause, Optiohed bave no right to exercise the
option, and the option will terminate. "Cause" me#rat Optionee is determined by the Administréadrave committed an act of
embezzlement, fraud, dishonesty, or breach of fayauty to the Company, or to have deliberatétyatarded the rules of the Company
which resulted in loss, damage, or injury to thenpany, or because Optionee has made any unautthalimelosure of any of the secrets or
confidential information of the Company, has indiieay client or customer of the Company to breaghcmntract with the Company, has
induced any principal for whom the Company actagent to terminate the agency relationship, oremaggged in any conduct that constitutes
unfair competition with the Company. Any actiontbe part of the Optionee that is described in this
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paragraph will constitute Cause, for purposes isffftan, only if the action results in a materiabsignificant loss to the Company, as
determined in the sole discretion of the Administra

(f) Option Agreement. The option agreement may pl@vules different from those set forth in submet (a) through (e), provided that, in
the absence of Cause, the option must be exereifabht least 30 days after termination of Serg&emonths in the case of termination
caused by death or disability), but not after thgimation of the term of the option.

10. CHANGE IN CONTROL. In the event of (i) a mergerconsolidation in which the Corporation is nw surviving corporation or (i) a
reverse merger in which the Corporation is the isimg corporation but the shares of the Corporasi@@mmon stock outstanding
immediately preceding the merger are converteditbyesof the merger into other property, whethethia form of securities, cash or
otherwise then to the extent permitted by applieddlv (collectively, a "Change in Control"), thénhgny surviving corporation shall assume
any options outstanding under the Plan or shatiulte similar options for those outstanding urtther Plan, or (ii) such options shall
continue in full force and effect. In the event auyviving corporation refuses to assume or cometisuch options, or to substitute similar
options for those outstanding under the Plan, theh options shall be terminated if not exercisgar po such event. In the event of a
dissolution or liquidation of the Corporation, angtion outstanding under the Plan shall terminfate@t exercised prior to such event.

11. VESTING OF SHARES.

(a) Vesting. Shares shall become vested as spbaifihe option agreement. Shares acquired on isgesf an option shall first be attributable
to vested Shares, then unvested Shares. Sharbsestes# to vest at the time of termination of Smyvi

(b) Unvested Share Repurchase Right. Shares adquider the Plan that have not vested may be repsied by the Corporation at the
original exercise price if the Optionee's Servigthwihe Company is terminated for any reason oreason, with or without Cause (as defined
in Section 9(e)). The Corporation may assign anyeated Share repurchase right it may have, whetheot then exercisable, to such person
or persons as may be selected by the CorporatlenCbrporation may require the Optionee to plactficates for any unvested Shares in
escrow under reasonable terms established by themstrator.

(c) Exercise of Unvested Share Repurchase Riglet.ufivested Share repurchase right may be exetrysetitten notice to Optionee within
60 days after termination of Optionee's Servicesfarcise of the option, if later). If notice istrgiven within such 60-day period, the
repurchase option shall terminate unless the gantwe extended the time for its exercise. Theroffase right must be exercised for all
unvested Shares, unless the parties agree othe@éash payment (or cancellation of purchase momgghitedness) must be made by the
thirtieth (30th) day after the date of the writtestice to Optionee of the exercise of the repurehight.
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12. SECURITIES LAW COMPLIANCE.

(a) General Rules. The grant of options and theaisse of Shares upon exercise of options shalibest to compliance with all applicable
requirements of federal, state or foreign law wébpect to such securities. Options may not becesaat if the issuance of Shares upon
exercise would constitute a violation of any apgie federal, state or foreign securities lawstbewolaw or regulations or the requirement
any stock exchange or market system upon whicktia@es may then be listed. In addition, no optiay tre exercised unless (i) a
registration statement under the Securities Acll sthéhe time of exercise of the option be in effeith respect to the Shares issuable upon
exercise of the option, or (ii) in the opinion efjhl counsel to the Corporation, the Shares issugdgin exercise of the option may be issued
in accordance with the terms of an applicable exempgrom the registration requirements of the Siti@s Act. The inability of the
Corporation to obtain from any regulatory body Imavjurisdiction the authority, if any, deemed bg tBorporation's legal counsel to be
necessary to the lawful issuance and sale of aagsthereunder shall relieve the Corporation ofliatlity in respect of the failure to issue
or sell such shares as to which such requisiteoaitittshall not have been obtained.

(b) Conditions of Exercise. As a condition to thxereise of any option, the Corporation may req@mionee to satisfy any qualifications that
may be necessary or appropriate, to evidence cangdiwith any applicable law or regulation and ikenany representation or warranty
with respect thereto as may be requested by theoCation.

13. MISCELLANEOUS.
(a) No Right to an Option. Nothing in the Plan $bal construed to give any person any right tofaatgd an option.

(b) No Employment Rights. Neither the Plan norghenting of an option nor any other action takerspant to the Plan shall constitute or be
evidence of any agreement or understanding, exprassplied, that the Company will utilize Optiorigeervices for any period of time, or in
any position, or at any particular rate of compénsa

(c) No Shareholders' Rights. Optionee shall havegius as a shareholder with respect to the Stwaresred by his or her options until the
date of the issuance to him or her of a shareficate for the Shares, and no adjustment will belerfar dividends or other rights for which
the record date is prior to the date the certifidatissued.

(d) Claims. Any person who makes a claim for besefnder the Plan or under any option agreemestehinto pursuant to the Plan shall
file the claim in writing with the Administrator. ¥ten notice of the disposition of the claim sHazél delivered to the claimant within 60 days
after filing. If the claim is denied, the Adminiator's written decision shall set forth (i) the cfie reason or reasons for the denial, (ii) a
specific reference to the pertinent provisionshef Plan or option agreement on which the denibaged, and (iii) a description of any
additional material or information necessary far thaimant to perfect his or her claim and an exgi@n of why such material or informati
is necessary. No lawsuit may be filed by the claimantil a claim is made and denied pursuant te shbsection.
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(e) Attorneys' Fees. In any legal action or othecpeding brought by either party to enforce cerpitet the terms of the option agreement
prevailing party shall be entitled to recover rewdude attorneys' fees and costs.

(f) Confidentiality. The terms and conditions oétbption agreement, including without limitatiore thumber of Shares for which the optio
granted, are confidential. Optionee shall not diselthe terms of the option to any third party egtd¢o Optionee's financial or legal advisors,
tax preparer or family members, unless disclossirequired by law.

(9) Corporation Free to Act. An option grant shradt affect in any way the right or power of the @amation or its shareholders to make or
authorize any or all adjustments, recapitalizatioesrganizations, or other changes in the Corfmratcapital structure or its business, or
merger or consolidation of any member of the Comgparmany issue of bonds, debentures, or preferrguiederence stocks affecting the
Shares or the rights thereof, or of any rightsiao®, or warrants to purchase any capital stodk@{Corporation, or the dissolution or
liquidation of the Corporation, any sale or trangfeall or any part of its assets or businessnyr other corporate act or proceedings of the
Corporation, whether of a similar character or oilige.

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

(i) Substitution/Assumption. The Company may subttior assume outstanding options granted by anatimpany by either (i) granting an
option under this Plan in substitution of such ot@mpany's option or (ii) assuming such optioiif #had been granted under this Plan if
terms of such assumed option are consistent this Bluch substitution or assumption will be peribiesf the holder of the substituted or
assumed option would have been eligible to be gthah option under this Plan if the other compaany &pplied the rules of this Plan to such
grant. In the event of an assumption hereundeitetimes and conditions of the option will remain hacged, except that the exercise price
the number and nature of shares issuable uponisgercany such option will be adjusted approphjaite the manner described in Code
Section 424(a). If the Company substitutes a netiowfor the old option, such new option may benged with a similarly adjusted exercise
price.

() Exchange Requirements. The requirements ofstogk exchange or other established market (sutieadASDAQ), on which the
Corporation's common stock is traded, are heretyrporated into this Plan by reference.

(k) Governing Law. This Plan and the option agreminséall be governed by and construed in accordaitbethe laws of the State of
Colorado applicable to contracts wholly made andiopmed in the State of Colorado.
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14. EFFECTIVE DATE OF THE PLAN. The Plan will beceraffective upon adoption of the Board. Options teyranted under the Plan
at any time after the Plan's adoption and befazddimination of the Plan. The Plan shall termimatéhe 10th anniversary of its adoption.

15. AMENDMENT OF THE PLAN. The Board may suspendicontinue the Plan or revise or amend it in mspect whatsoever.

IN WITNESS WHEREOF, the undersigned Secretary ef@lorporation certifies that this Plan was adopiethe Board on February 12,
2002, and effective as of the same date.
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Exhibit 31.1
I, Douglas S. Schatz, certify that:
1. | have reviewed this quarterly report on FormQ@0f Advanced Energy Industries, Inc.;

2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a. designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our supervisior
ensure that material information relating to thgiserant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. evaluated the effectiveness of the registraiEosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c. disclosed in this report any change in the teig's internal control over financial reportitngit occurred during the registrant's most recent
fiscal quarter that has materially affected, aei@sonably likely to materially affect, the regastt's internal control over financial reporting;
and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiernal control over financial reporting,
to the registrant's auditors and the audit committithe registrant's board of directors:

a. all significant deficiencies and material weases in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefraincial information; and

b. any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting



Date: Novenber 3, 2003

/'s/ Douglas S. Schatz

Dougl as S. Schatz

Chi ef Executive Oficer, President
and Chai rman of the Board



Exhibit 31.2
I, Michael El-Hillow, certify that:
1. | have reviewed this quarterly report on Form@0f Advanced Energy Industries, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a. designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our supervisior
ensure that material information relating to thgiserant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. evaluated the effectiveness of the registraiEosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c. disclosed in this report any change in the teig's internal control over financial reportitngit occurred during the registrant's most recent
fiscal quarter that has materially affected, aei@sonably likely to materially affect, the regastt's internal control over financial reporting;
and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiernal control over financial reporting,
to the registrant's auditors and the audit committithe registrant's board of directors:

a. all significant deficiencies and material weases in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefraincial information; and

b. any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting



Date: Novenber 3, 2003

/sl Mchael El-HIlow

M chael El-H Il ow
Executive Vice President, Chief Financial
O ficer (Principal Financial Oficer)



Exhibit 32.1

Certification of the Chief Executive Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursua8tttion 906 of the Sarbanes-Oxley
Act of 2002

In connection with the accompanying Form 10-Q of/&ated Energy Industries, Inc. (the "Company")tifier quarter ended September 30,
2003 (the "Report"), I, Douglas S. Schatz, Chie¢rive Officer and President of the Company, figniursuant to 18 U.S.C. Section 1350,
as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002, that

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.
Date: Novenber 3, 2003

/'s/ Douglas S. Schatz

Dougl as S. Schatz
Chi ef Executive Oficer and President

A signed original of this written statement reqdit®y Section 906 has been provided to the Compady| be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon reque:



Exhibit 32.2

Certification of the Chief Financial Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursue8ettion 906 of the Sarbanes-Oxley Act
of 2002

In connection with the accompanying Form 10-Q of/&ated Energy Industries, Inc. (the "Company")tifier quarter ended September 30,
2003 (the "Report"), I, Michael El-Hillow, Chief iancial Officer of the Company, certify, pursuanii8 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

Date: Novenber 3, 2003

/sl Mchael El-HIlow

M chael El-H Il ow
Chi ef Financial Oficer

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyl be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon request.

End of Filing
Pewerad By EDGAR

ALk

© 2005 | EDGAR Online, Inc.



