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THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETRND MAY BE CHANGED. THE SELLING SECURITY HOLDERS
MAY NOT SELL THESE SECURITIES UNTIL THE REGISTRATIR STATEMENT FILED WITH THE SECURITIES AND
EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUSNOT AN OFFER TO SELL THESE SECURITIES AND IT ISON
SOLICITING AN OFFER TO BUY THESE SECURITIES IN ANSTATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED JANUARY 23, 2002
PROSPECTUS
[ADVANCED ENERGY INDUSTRIES, INC LOGO]

ADVANCED ENERGY INDUSTRIES, INC.
$125,000,000

5.00% Convertible Subordinated Notes due Septeh@006 and Shares of Common Stock Issuable Uporésion of the Notes

This prospectus covers resales by selling seculiigins of our 5.00% Convertible Subordinated Noligs September 1, 2006 and shares of
our common stock issuable upon conversion of thesa&ee "Plan of Distribution."”

MATURITY

The notes are due on September 1, 2006, unlessreamverted, redeemed by us at our option orndased by us at your option.
INTEREST

We will pay interest on the notes on March 1 angt&aber 1 of each year at the rate of 5.00% par, ggemmencing on March 1, 2002.
REDEMPTION

We may redeem the notes, in whole or in part, gitame before September 4, 2004 at a redemptiaemgual to $1,000 per $1,000 principal
amount of notes to be redeemed plus accrued araicduimperest, if any, to the date of redemptiothé closing price of our common stock |
exceeded 150% of the conversion price then in efteat least 20 trading days within a period 0fc®dnsecutive trading days ending on the
trading day before the date of mailing of the psamal redemption notice. If we redeem the notafeuthese circumstances, we will make an
additional "make whole" payment of $150.56 per ¥LA06tes, minus any interest paid or accrued andidrip the redemption date. We may
redeem some or all of the notes at any time aipteSnber 4, 2004.

SUBORDINATION
The notes are subordinated to all of our existimdj fature senior debt.
CONVERSION

You may convert your notes at any time prior toumt or redemption into shares of our common staicl conversion rate of 33.5289 sh
of common stock per $1,000 principal amount of spégjual to a conversion price of approximately.§2®er share, subject to adjustment.

REPURCHASE RIGHT
You have the right to require us to purchase adl portion of your notes upon a change in control.
THE NASDAQ NATIONAL MARKET

Our common stock is quoted on the Nasdaq Natioraakkt under the symbol "AEIS." On January 22, 2002 last reported sale price of our
common stock on the Nasdaq National Market was7Pder share.

We do not intend to apply for listing of the notesany securities exchange or for inclusion ofrtbies in any automated quotation system.

INVESTING IN THE NOTES OR THE COMMON STOCK INTO WIEH THE NOTES ARE CONVERTIBLE INVOLVES RISKS.
PLEASE CAREFULLY CONSIDER THE "RISK FACTORS" BEGINNG ON PAGE 6 OF THIS PROSPECTUS.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NORNY STATE SECURITIES COMMISSION HAS APPROVED C
DISAPPROVED OF THESE SECURITIES OR PASSED UPON TAEEQUACY OR ACCURACY OF THIS PROSPECTUS. AN
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SUMMARY

The following summary is qualified in its entirdty the more detailed information and historical smidated financial statements, including
the notes to those financial statements, appeatsgyvhere in this prospectus or incorporated byreeice herein. Investors should carefully
consider the information set forth under "Risk Bagt. Unless the context otherwise requires, tha té\dvanced Energy" refers to Advanc

Energy Industries, Inc., and the terms "company&"; "us" and "our" refer to Advanced Energy Indiest, Inc., and its subsidiaries.
ADVANCED ENERGY INDUSTRIES, INC.

We design, manufacture and support critical teabmyokolutions for plasma-based manufacturing pseEesThese solutions are important
components in industrial manufacturing equipmeat thodifies surfaces or deposits or etches thim filyers on computer chips, CDs/DVDs,
flat panel displays such as computer screens, windeyeglasses, solar panels and other productsdlutions control various aspects of the
plasma manufacturing process, such as power dgligas flow, temperature measurement and temperatanagement. These technologies
enable manufacturing equipment to produce and dtepay thin films at an even thickness on a masdeswith more accuracy and lower
overall cost of ownership.

The ongoing demand for improvements in the perfoiceacapacity and speed of computer chips, CDs/D¥i&tspanel displays and
advanced product applications drives manufactucedevelop more advanced technology to producedénjmmore consistent and more
precise layers of film. Thin film production proses enable manufacturers to control and alterléntrieal, magnetic, optical and mechani
characteristics of materials. Our systems are psgetarily in plasma-based thin film production pesses. Plasma is commonly created by
applying enough electrical force to a gas at redymwessure to separate electrons from their patents. Plasma-based process technology
was developed to address the limitations of wetrisiey and thermal process technologies and tolemsw applications. Plasma-based
processes are inherently more controllable and moearate for many applications than other thim filroduction processes because of the
electrical characteristics of plasma.

Our core product line includes power delivery systehat refine, modify and control the raw eleetrjpower from a utility and convert it into
power that is uniform and predictable. We contitmiseek to expand our product offerings, custoraseland total available market through
internal development and acquisitions. Some ofrecent acquisitions include a manufacturer of tawipee measurement instrumentation, a
manufacturer of temperature management equipmelntvammanufacturers of mass flow controllers to suea and control the flow of

liquids and gases. These acquisitions add key vagraocess components to our product offering.

Our principal customers include Applied Materigdgcelis Technologies, Lam Research, Novellus, SinguJLVAC, and Unaxis. The
semiconductor capital equipment industry accoufaedpproximately 52% of our total sales in 1998%6in 1999, 70% in 2000 and 61% in
the first nine months of 2001.

We incorporated in Colorado in 1981 and reincorfemtan Delaware in 1995. Our main offices are ledaat 1625 Sharp Point Drive, Fort
Collins, Colorado 80525, and our telephone numb¢d70) 221-4670.
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Events of default.................. The follow ing are events of default

under the indenture for the notes:

- we fail to pay principal of or any
premium on any note when due, whether
ornott he payment is prohibited by
the subo rdinated provisions of the
indentur e;

- we fail to pay any interest on any
note whe n due and that default
continue s for 30 days, whether or not
the paym ent is prohibited by the
subordin ation provisions of the
indentur e;

- we fail to provide the notice that we
are requ ired to give in the event of
a "chang e in control," whether or not
the noti ce is prohibited by the
subordin ation provisions of the
indentur e;

- we fail to perform any agreement or
other co venant in the notes or the
indentur e and that failure continues
for 60 d ays after written notice to
us by th e trustee or by the holders
of atle ast 25% in aggregate
principa | amount of outstanding
notes;

- we or an y of our significant
subsidia ries fail to pay when due,
either a t its maturity or upon
accelera tion thereof, any
indebted ness under any bonds,
debentur es, notes or other evidences
of indeb tedness for money borrowed
(or any guarantee thereof) in excess
of $15 m illion if the indebtedness is
not disc harged, or the acceleration
is not a nnulled, within 30 days after
written notice to us by the trustee
or the h olders of at least 25% in
aggregat e principal amount of the
outstand ing notes; and

- events o f bankruptcy, insolvency or
reorgani zation with respect to us or
any of o ur significant subsidiaries
specifie d in the indenture. See
"Descrip tion of Notes -- Events of
Default. "

Symbol for our common stock......... Our common stock is quoted on the

Nasdaq Nat ional Market under the symbol

"AEIS".



RECENT DEVELOPMENTS

On October 22, 2001, we announced additional @sktation actions in response to the sustained dowin the semiconductor industry and
global economy. As part of our strategy to increseuse of outsourcing to achieve these opergtads, we are taking steps to consolidate
our manufacturing structure. As a first step, wee@rasing out our Austin, Texas manufacturing itgdih order to begin outsourcing the
assembly of certain DC power products.

We also further reduced our workforce by 8 percenf,07 employees, bringing the worldwide headcooirdtl85 employees. This represents
a 26 percent decrease from 1600 employees at Dece8hb2000. We expect to further reduce the nurabemployees at our Voorhees,
New Jersey facility over the course of the nextrsonths.

In connection with these actions, we announcedvtleatxpect to report a restructuring charge of aaprately $2.5 million for the fourth
quarter of 2001.

On October 25, 2001, we announced that we namebadiEl-Hillow Senior Vice President of Finance akdiministration and Chief
Financial Officer to replace Richard Beck, whod$ining. Mr. Beck will remain on our board of ditecs and will retain the title of Senior
Vice President as a part-time consultant over the several months.

On January 18, 2002, Advanced Energy acquired A&pan Ltd. Aera is headquartered in Hachioji, Japahis a leading supplier of mass
flow controllers to the semiconductor capital equgmt industry. The acquisition is valued at apprately $78 million, including cash paic
closing and the assumption of bank debt.

RISK FACTORS

You should read the "Risk Factors" section, begigrin page 6 of this prospectus, to understandgke associated with an investment in
notes and our common stock.



RISK FACTORS

In addition to the other information contained mearporated by reference in this prospectus, youlshcarefully consider the following risk
factors in evaluating an investment in the notdds prospectus includes "forward-looking stateniewithin the meaning of Section 27A of
the Securities Act and Section 21E of the ExchakgeAll statements contained or incorporated Hgmence in this prospectus other than
statements of historical fact are "forward-lookatgtements" for purposes of these provisions, diafpany statements of the plans and
objectives for future operations and any staternéassumptions underlying any of the foregoingsdme cases, forward-looking statements
can be identified by the use of terminology suchnaay," "will," "expects," "plans," "anticipates,éstimates," "potential," or "continue," or
the negative thereof or other comparable terminol@ur actual results could differ materially frahose projected or assumed in these
forward-looking statements because of risks an@dainties, including risks and uncertainties dieéset in the risk factors below and
elsewhere in this prospectus. We assume no oldig&ti update any forward-looking statement or #asons why actual results might differ.

RISKSFACTORSRELATING TO OUR BUSINESS

OUR QUARTERLY OPERATING RESULTSARE SUBJECT TO SIGNIFICANT FLUCTUATIONS, WHICH COULD
NEGATIVELY IMPACT OUR STOCK PRICE AND CONSEQUENTLY THE PRICE OF THE NOTES.

Our quarterly operating results have fluctuatedisicantly and we expect them to continue to exgrece significant fluctuations. Downward
fluctuations in our quarterly results have histallicresulted in decreases in the price of our comistock. Quarterly operating results are
affected by a variety of factors, many of which kegond our control. These factors include:

- changes or slowdowns in economic conditions éngdmiconductor and semiconductor capital equipineostries and other industries in
which our customers operate;

- the timing and nature of orders placed by majmt@mers;

- changes in customers' inventory management pes;ti

- customer cancellations of previously placed as@ard shipment delays;

- pricing competition from our competitors;

- component shortages resulting in manufacturingyde

- the introduction of new products by us or our peitors;

- costs incurred by responding to specific featerpiests by customers; and
- declines in macroeconomic conditions.

In addition, companies in the semiconductor cagitplipment industry and other electronics compagwggrience pressure to reduce costs.
Our customers exert pressure on us to reduce pshegen delivery times and extend payment tefinese pressures could lead to signifi
changes in our operating results from quarter srtgun. These changes often occur quickly and mtadkigficult for us to predict our revenues
or operating results. For example, our currenbilisy on our future operating results is quite Igiven the current downturn in virtually all
forms of technology spending.

In the past, we have incurred charges and costteceto events such as acquisitions, restructanmgstorm damages. In addition, we have
from time to time incurred charges and costs rdlédenew technologies that are being developedibgrs. The occurrence of similar events
in the future could adversely affect our operatiegults in the applicable quarter.
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Our operating results in one or more future quaneay fall below the expectations of analysts awestors. In those circumstances, the
trading price of our common stock would likely desse and, as a result, any trading price of theestible notes may decrease.

THE MARKET PRICE OF OUR COMMON STOCK IS HIGHLY VOLNLE, WHICH COULD LEAD TO FLUCTUATING PRICES OF
THE NOTES, LOSSES FOR INDIVIDUAL INVESTORS AND CO8Y SECURITIES CLASS ACTION LITIGATION.

The market for technology stocks, including our aoon stock, has experienced significant price ardmae fluctuations. These fluctuations
often have been unrelated or disproportionateamtierating performance of the companies. FroniR@rin November 1995 through
January 22, 2002, the closing prices of our comstook on the Nasdaq National Market have ranged $8.50 to $73.25. The market for
our common stock likely will continue to be subjezfluctuations. Many factors could cause theitragbrice of our common stock to
fluctuate substantially, including the following:

- future announcements concerning our businessechnology, our customers or competitors;
- variations in our operating results;
- introduction of new products or changes in praguizing policies by us, our competitors or oustmers;

- changes in earnings estimates by securities stsady announcements of operating results thaiatraligned with the expectations of
analysts and investors;

- reduced spending for consumer electronic items;
- the economic and competitive conditions in ttaustries in which our customers operate; and
- general stock market trends.

In the past, following periods of volatility in thearket price of a particular company's securiesurities class action litigation has often
been brought against that company. Many technatogypanies have been subject to this type of libgatWe may also become involved in
this type of litigation. Litigation is often expdams and diverts management's attention and ressundach could significantly harm our
business, financial condition and results of opensat

THE SEMICONDUCTOR AND SEMICONDUCTOR CAPITAL EQUIPMYT INDUSTRIES ARE HIGHLY VOLATILE AND OUR
OPERATING RESULTS ARE AFFECTED TO A LARGE EXTENT BEVENTS IN THOSE INDUSTRIES.

The semiconductor industry historically has beeyhlyi volatile and has experienced periods of oygpiuresulting in significantly reduced
demand for semiconductor capital equipment. Thedeations, in turn, have significantly reduced dedr our systems. During downtur
some of our customers have drastically reduced tindéers to us and have implemented substantialredsction programs. The
semiconductor industry is currently involved in afehe most significant downturns in its histonydahere is no reason to believe that this
situation will remedy itself in the near term. Sate customers in the semiconductor capital equipimelustry accounted for 52% of our total
sales in 1998, 65% in 1999, 70% in 2000 and 61%erfirst nine months of 2001. We expect that wit eintinue to depend significantly on
the semiconductor and semiconductor capital equipineustries for the foreseeable future.

A rapid decrease in demand for our products canrogith limited advance notice because we suppbsgstems to equipment manufacturers
and make a portion of our shipments on a justfitetbasis. This decrease in demand can adversefctropr business and financial results
disproportionately because of its unanticipatedimat



A SIGNIFICANT PORTION OF OUR SALESISCONCENTRATED AMONG A FEW CUSTOMERS.

Our ten largest customers accounted for 60% ofataf sales in 1998, 67% in 1999 and 72% in 2004 I&rgest customer, Applied
Materials, accounted for 24% of our total sale$988, 34% in 1999 and 39% in 2000. The loss ofairiiese customers or a material
reduction in any of their purchase orders wouldigicantly harm our business, financial conditiordaesults of operations.

THE MARKETSIN WHICH WE OPERATE ARE HIGHLY COMPETITIVE.

We face substantial competition, primarily fromaddished companies, some of which have greatendial marketing and technical
resources than we do. Our primary competitors &tk & subsidiary of Emerson Electric Co. expecteli¢ acquired by MKS Instruments,
Inc.; Applied Science and Technology (ASTeX), assdiary of MKS Instruments, Inc.; Huettinger; Shimgen; Kyosan; Comdel; STEC;
Kinetics; Mykrolis Corporation; and Daihen. We egpthat our competitors will continue to developygroducts in direct competition with
ours, improve the design and performance of theitesns and introduce new systems with enhancedmeaihce characteristics.

To remain competitive, we need to continue to imprand expand our systems and system offeringaddition, we need to maintain a high
level of investment in research and developmenteaapaind our sales and marketing efforts, partibutautside of the United States. We may
not be able to make the technological advancesraedtments necessary to remain competitive.

New products developed by competitors or more iefficproduction of their products could increasespure on the pricing of our systems
addition, electronics companies, including compainethe semiconductor capital equipment industaye been facing pressure to reduce
costs. Either of these factors may require us tkenséggnificant price reductions to avoid losingensl Further, our current and prospective
customers consistently exert pressure on us torlpviees, shorten delivery times and improve thgabdity of our systems. Failure to
respond adequately to these pressures could nesulbss of customers or orders.

WE PLAN TO CONTINUE SEEKING ACQUISITIONSAND MAY NOT BE ABLE TO INTEGRATE OUR ACQUISITIONS.

We have experienced significant growth through &stions and continue to actively seek acquisitiportunities. Prior to 1997, we did not
make any significant acquisitions. In the threergdeom 1997 through 1999, we acquired five comganirom January 2000 through Jani
2002, we acquired four companies and entered istoategic partnership arrangement with one otbarpany. Some of our acquisitions hi
been in markets in which we have limited experief¢e might not be able to compete successfullpé@sé markets or operate the acquired
businesses efficiently.

Our business and results of operations could beradly affected if integrating our acquisitionsutesin substantial costs, delays or other
operational or financial problems. Further, theéased pace of our acquisitions has required trg to integrate multiple acquisitions
simultaneously. This has exponentially increaseddgmands placed on our management team and hasslet the time and effort that
management can give to integrating each acquisiile continuing to manage our existing business.

Future acquisitions could place additional strairoar operations and management. Our ability toagarfuture acquisitions will depend on
our success in:

- evaluating new markets and investments;
- monitoring operations of acquired companies;
- controlling costs and unanticipated expensegfimed companies;
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- integrating acquired operations and personnel,
- retaining existing customers and strategic pastoéacquired companies;
- maintaining effective quality controls of acquireompanies; and expanding our internal managertestinical and accounting systems.

In connection with future acquisitions we may isegeity securities, incur or assume debt, recogsubstantial one-time expenses or create
goodwill or other intangible assets that could heisusignificant amortization expense or futureges for impairment. Parties to whom we
issue equity securities in acquisitions may sedigtadate their ownership following an acquisitjsmhich may lead to increased pressure on
our stock price. Our stock price may also decliperuannouncement of an acquisition if investorsioioview it favorably. Also, many
acquisition opportunities are for foreign comparge$or divisions of larger companies, for whomltésgenerally a more attractive
consideration than securities. The use of casthftge acquisitions may reduce our future finarf@aibility.

SHORTAGES OF COMPONENTSNECESSARY FOR OUR PRODUCT ASSEMBLY CAN DELAY OUR SHIPMENTS.

Manufacturing our products and control systemgHersemiconductor capital equipment industry resgutumerous electronic components.
Dramatic growth in the electronics industry hasisigantly increased demand for these componeritis demand has resulted in periodic
shortages and allocations of needed componentsyamckpect to experience additional shortages Bocbéions from time to time. Shortag
and allocations could cause shipping delays forsgatems, adversely affecting our results of oparat Shipping delays also could damage
our relationships with current and prospective corgrs.

OUR DEPENDENCE ON SOLE AND LIMITED SUPPLIERSCOULD AFFECT OUR ABILITY TO MANUFACTURE
PRODUCTSAND SYSTEMS.

We rely on sole and limited source suppliers fane®f our components and subassemblies that aieatto the manufacturing of our
systems. This reliance involves several risks uidiclg the following:

- the potential inability to obtain an adequatepypf required components;
- reduced control over pricing and timing of detivef components; and
- the potential inability of our suppliers to demeltechnologically advanced products to supporigoowth and development of new systems.

We believe that in time we could obtain and quadigrnative sources for most sole and limited seyrarts or could manufacture the parts
ourselves. Seeking alternative sources or commgimetarnal manufacture of the parts could requgé¢auredesign our systems, resulting in
increased costs and likely shipping delays. We beaynable to manufacture the parts internally des@n our systems, which could resul
further costs and shipping delays. These increessi$ would decrease our profit margins if we cowtipass the costs to our customers.
Further, shipping delays could damage our relatigmsswith current and potential customers and lzarreaterial adverse effect on our
business and results of operations.

WE ARE HIGHLY DEPENDENT ON OUR INTELLECTUAL PROPERTY BUT MAY NOT BE ABLE TO PROTECT IT
ADEQUATELY.

Our success depends in part on our proprietanyntdogy. We attempt to protect our intellectual prayp rights through patents and non-
disclosure agreements. However, we might not be tabbrotect our technology, and competitors mighéible to develop similar technology
independently. In addition, the laws of some fonedguntries might not afford our intellectual pragehe same protection as do the laws of
the United States. For example, our



intellectual property is not protected by patentseveral countries in which we do business, antiave limited patent protection in some
other countries. The costs of applying for patémfereign countries and translating the applicagiinto foreign languages require us to se
carefully the inventions for which we apply for eat protection and the countries in which we seekegtion. Generally, we have
concentrated our efforts to obtain internationaépts in the United Kingdom, Germany, France, ltalg Japan because there are other
manufacturers and developers of similar produatscamtrol systems in those countries, as well atocoers for those systems. Our inability
or failure to obtain adequate patent protectioa particular country could have a material adveffect on our ability to compete effectively
in that country.

Our patents also might not be sufficiently broagtotect our technology, and any existing or futpatents might be challenged, invalidated
or circumvented. Additionally, our rights under gatents may not provide meaningful competitiveaadages.

INTELLECTUAL PROPERTY LITIGATION COULD BE COSTLY.

We do not believe that any of our products arangfng any patents or proprietary rights of othaithough infringements may exist or might
occur in the future and are currently alleged litigation in which we are a defendant. Litigatioray be necessary to enforce patents issu
us, to protect our trade secrets or know-how, fertteourselves against claimed infringement ofritpets of others or to determine the scope
and validity of the proprietary rights of othersururrent litigation with a subsidiary of MKS Ingtents, Inc. is resulting, and this and other
litigations in the future may result, in substahtiasts and diversion of our efforts. The curréigation with MKS Instruments involves our
inductively-coupled plasma source product line,cliiepresented less than 5% of our total revenines danuary 1, 2000. Moreover, an
adverse determination in any current or futurgdition could cause us to lose proprietary rightbject us to significant liabilities to third
parties, require us to seek licenses or alternatiefenologies from others or prevent us from maetufing or selling our products. Any of
these events could have a material adverse effieatiobusiness, financial condition and resultspsrations.

WE MUST CONSTANTLY DEVELOP AND SELL NEW SYSTEMSIN ORDER TO KEEP UP WITH RAPID TECHNOLOGICAL
CHANGE.

The markets for our systems and the markets inlwtic customers compete are characterized by oggeannological developments and
changing customer requirements. We must continirapoove existing systems and to develop new systhiat keep pace with technologi
advances and meet the needs of our customerseén torducceed. We might not be able to continumprove our systems or develop new
systems. The systems we do develop might not keeffestive or introduced in a timely manner. Deg@hg and introducing new systems
may involve significant and uncertain costs. Ousibess, financial condition and results of operatj@s well as our customer relationships,
could be adversely affected if we fail to developnroduce improved systems and new systemsimelyt manner.

WE MUST ACHIEVE DESIGN WINS TO RETAIN OUR EXISTING CUSTOMERSAND TO OBTAIN NEW CUSTOMERS.

The constantly changing nature of semiconductaiidabon technology causes equipment manufactuoecsntinually design new systems.
We often must work with these manufacturers earlyeir design cycles to modify our equipment teetrtbe requirements of the new
systems. Manufacturers typically choose one onterdors to provide the power conversion equipmanti$e with the early system
shipments. Selection as one of these vendorsledcaldesign win. It is critical that we achievedhl design wins in order to retain existing
customers and to obtain new customers.
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We typically must customize our systems for paticaustomers to use in their equipment to ach@®sign wins. This customization
increases our research and development expensesuaustiain our engineering and management resaurbese investments do not always
result in design wins.

Once a manufacturer chooses a power conversionartthl system for use in a particular produdis itkely to retain that system for the life
of that product. Our sales and growth could expegematerial and prolonged adverse effects if wedachieve design wins. In addition,
design wins do not always result in substantisdsak profits.

We believe that equipment manufacturers often séhedr suppliers based on factors such as long-tetationships. 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.

OUR EFFORTSTO BE RESPONSIVE TO CUSTOMERSMAY LEAD TO INCURRING COSTSTHAT ARE NOT READILY
RECOVERABLE.

We may incur manufacturing overhead and other cosisy of which are fixed, to meet anticipated oustr demand. Accordingly, operati
results could be adversely affected if orders wvemnees in a particular period or for a particulstem do not meet expectations.

We often require long lead times for developmergwfsystems during which times we must expendtanbal funds and management eff
We may incur significant development and other esps as we develop our systems without realizingesponding revenue in the same
period, or at all.

OUR SUCCESS DEPENDS UPON OUR ABILITY TO ATTRACT AND RETAIN KEY PERSONNEL.

Our success depends upon the continued effortarafemior management team and our technical, magkahd sales personnel. These
employees may voluntarily terminate their employtmeith us at any time. Our success also dependsipability to attract and retain
additional highly qualified management, technicadrketing and sales personnel. The process ofhérnployees with the combination of
skills and attributes required to carry out ouatggy can be extremely competitive and time-consgniVe may not be able to successfully
retain existing personnel or identify, hire ancegrate new personnel. If we lose the services phleesonnel for any reason, including
retirement, or are unable to attract additionalifjed personnel, our business, financial conditéord results of operations could be materially
and adversely affected.

WE CONDUCT MANUFACTURING AT ONLY A FEW SITESAND OUR SITESARE NOT GENERALLY
INTERCHANGEABLE.

We conduct the majority of our manufacturing at faailities in Fort Collins, Colorado, Voorhees,W@éersey and, with the acquisition of
Aera Japan Ltd., Hachioji, Japan. We also condastufacturing in Austin, Texas; San Jose, Califgri@ncouver, Washington; and
Longmont, Colorado. Each facility generally mantfiaes different systems and, therefore, are ndlilsemterchangeable. In July 1997, a
severe rainstorm in Fort Collins caused substadtisiage to our Fort Collins facilities and to sageipment and inventory. The damage
caused us to stop manufacturing at that facilitygerarily and prevented us from resuming full prctélun there until mid-September 1997.
Our insurance policies did not cover all of thetsdbat we incurred in connection with the rainstoFuture natural or other uncontrollable
occurrences at any of our primary manufacturingifess that negatively impact our manufacturing@esses may not be fully covered by
insurance and could cause significant harm to parations and results of operations.
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WE MIGHT NOT BE ABLE TO COMPETE SUCCESSFULLY ININTERNATIONAL MARKETSOR MEET THE SERVICE AND
SUPPORT NEEDS OF OUR INTERNATIONAL CUSTOMERS.

Our customers increasingly require service and aamm a worldwide basis as the markets in whickcammpete become increasingly
globalized. We maintain sales and service officeSérmany, Japan, South Korea, the United Kingdicaiwan and China.

Sales to customers outside the United States atmbéor 27% of our total sales in 1998, 27% in 1888 28% in 2000, and we expect
international sales to continue to represent afsignt portion of our future sales. Internatiosales are subject to various risks, including:

- currency fluctuations;

- governmental controls;

- political and economic instability;
- barriers to entry;

- trade restrictions;

- changes in tariffs and taxes; and
- longer payment cycles.

In particular, the Japanese market has historitedn difficult for non-Japanese companies, indgdis prior to our acquisition of Aera
Japan Ltd., to penetrate.

Providing support services for our systems on ddwide basis also is subject to various risks,udelg:
- our ability to hire qualified support personnel;

- maintenance of our standard level of support; and

- differences in local customs and practices.

Our international activities are also subject @ difficulties of managing overseas distributord agpresentatives and managing foreign
subsidiary operations.

We cannot assure you that we will be successfatliressing any of these risks.

FLUCTUATIONSIN THE CURRENCY EXCHANGE RATE BETWEEN THE U.S. DOLLAR AND FOREIGN CURRENCIES
COULD ADVERSELY AFFECT OUR OPERATING RESULTS.

A portion of our sales is subject to currency exajearisks as a result of our international openatid\pproximately 24% of our revenues for
the nine month period ended September 30, 2001 sudgject to this risk. We have experienced fludturest in foreign currency exchange
rates, particularly against the Japanese yen, wiagk negatively affected our operating resultmftone to time. We have in the past entered
into various forward foreign exchange contracta agdge against currency fluctuations in the yehiaiend to continue to do so. We have
not employed hedging techniques with respect toathgr currencies. Our current or any future heglgagthniques might not protect us
adequately against substantial currency fluctuation

WE MUST MAINTAIN MINIMUM LEVELS OF CUSTOMIZED INVENTORY TO SUPPORT SOME CUSTOMER DELIVERY
REQUIREMENTS.

We must keep a relatively large number and vawétustomized systems in our inventory to meentlaelivery requirements because a
portion of our business involves the just-in-tingsnent of systems. Our inventory may become obsals we develop new systems and as
our customers develop new systems. Inventory obsefee could have a material adverse effect ofirancial condition and results of
operations.
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WE ARE SUBJECT TO NUMEROUS GOVERNMENTAL REGULATIONS.

We are subject to federal, state, local and foreggyulations, including environmental regulationsl aegulations relating to the design and
operation of our products and control systems. Wstransure that our systems meet safety and emsssiandards, many of which vary
across the states and countries in which our systemused. For example, the European Union hdspet directives specifically relating
power supplies. We must comply with these direstiveorder to ship our systems into countries #éhatmembers of the European Union. In
the past, we have invested significant resourcesdesign our systems to comply with these direstiWe believe we are in compliance with
current applicable regulations, directives andddatls and have obtained all necessary permitspagigrand authorizations to conduct our
business. However, compliance with future regutejalirectives and standards could require us tifsnor redesign some systems, make
capital expenditures or incur substantial costaidfdo not comply with current or future regulaspdirectives and standards:

- we could be subject to fines;

- our production could be suspended; or

- we could be prohibited from offering particulgistems in specified markets.

WE MAY INVEST IN START-UP COMPANIES AND LOSE OUR ENTIRE INVESTMENT.

We have a majority interest in a start-up comparysave invested in other stat-companies that develop products and technoldigée e
believe may provide us with future benefits. Thiesestments may not provide us with any benefitl e may not achieve any economic
return on any of these investments. Our investmiarttsese startyp companies are subject to all of the risks intigireinvesting in compani
that are not established. We could lose all orary of our investments in these companies. Owetast twelve months the implied value «
number of start-up companies has decreased draifatnd a number of technology companies have Baeerd to write off all or a portion
of their investments in these companies. We mafpitped to take similar actions. As we make addélanvestments, we may be required to
reflect all or a portion of such investments afiarge against earnings, or record our share aftdreup company's income or losses. As of
September 30, 2001, the aggregate book value aheestments in start-up companies was $5.9 million

WE LEASE OUR FORT COLLINS, COLORADO FACILITIES ANB CONDOMINIUM FROM ENTITIES IN WHICH TWO
INDIVIDUALS WHO ARE INSIDERS AND MAJOR STOCKHOLDERS&AVE FINANCIAL INTERESTS.

We lease our executive offices and manufacturiogitias in Fort Collins, Colorado from ProspectrlP&ast Partnership and from Sharp
Point Properties, LLC. Douglas S. Schatz, our Ghair, President and Chief Executive Officer, hol@6 &% interest in each of the leasing
entities. G. Brent Backman, a member of our bo&directors, holds a 6.6% interest in each of #asing entities. Aggregate rental paymu
under these leases for 2000 totaled approximately Billion. We also lease a condominium in Brecidge, Colorado to provide rewards
and incentives to our customers, suppliers and @epk. We lease the condominium from AEI Properéiggartnership in which Mr. Schatz
holds a 60% interest and Mr. Backman holds a 4G&sest. Aggregate rental payments under the cormdaomilease for 2000 totaled
approximately $36,000. As of December 31, 2001, 8¢hatz owned approximately 34.7% of our commookstand Mr. Backman owned
approximately 3.8% of our common stock. It is pbksthat the interests of these individuals mayatigin with our interests with respect to
these properties.
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OUR EXECUTIVE OFFICERS AND DIRECTORS OWN A SIGNIFADIT PERCENTAGE OF OUR OUTSTANDING COMMON
STOCK, WHICH COULD ENABLE THEM TO CONTROL OUR BUSIESS AND AFFAIRS.

Our executive officers and directors owned appraxaty 39.8% of our common stock outstanding aseddbnber 31, 2001. Douglas S.
Schatz, our Chairman, President and Chief Exec@i¥ieer, owned approximately 34.7% of our commeock outstanding as of December
31, 2001. These stockholdings give our executifieass and directors collectively, and Mr. Schatdividually, significant voting power.
Depending on the number of shares that abstaitherwise are not voted on a particular matter,exacutive officers collectively may be
able to elect all of the members of our board odatbrs and to control our business affairs forfthieseeable future.

RISK FACTORSRELATING TO THE NOTES
WE HAVE INCREASED OUR LEVERAGE ASA RESULT OF THE SALE OF THE NOTES.

In connection with the sale of the notes, we inedi$125 million of indebtedness. As a result of thdebtedness, our principal and interest
payment obligations increased and our total detyeased from $81.9 million to $206.9 million. Thegdee to which we will be leveraged
could adversely affect our ability to obtain finamgfor working capital, acquisitions or other pasgs and could make us more vulnerable to
industry downturns and competitive pressures. @ilityato meet our debt service obligations will 8ependent upon our future performance,
which will be subject to the financial, businessl ather factors affecting our operations, many biolv are beyond our control.

THE NOTESRANK BELOW OUR SENIOR DEBT AND LIABILITIES OF OUR SUBSIDIARIES, AND WE MAY BE UNABLE
TO REPAY OUR OBLIGATIONSUNDER THE NOTES.

The notes are unsecured and subordinated in rfgigyoment to all of our senior debt, as descrilvethis prospectus, including senior debt
may incur in the future. Because the notes arerslite to senior debt, in the event of

(1) our bankruptcy, liquidation or reorganizati¢®) acceleration of the notes due to an event faudieunder the indenture or (3) some other
events, we will make payments on the notes onBrafe have satisfied all of our senior debt obigya. We may not have sufficient assets
remaining to pay amounts on any or all of the notes

In addition, our right to receive assets of anyssdiaries upon their liquidation or reorganizatiand the rights of the holders of the notes to
share in those assets, would be subject to thefaetibn of claims of the subsidiaries’ credit@ensequently, the notes are subordinate to all
liabilities, including trade payables, of any off aubsidiaries and any subsidiaries that we malgarfuture acquire or establish.

The notes will be our obligations exclusively. Tihdenture for the notes does not limit our abitdyincur senior debt, or our ability or that of
any of our presently existing or future subsidigyri® incur other indebtedness and other lialslitiwe may have difficulty paying our
obligations under the notes if we, or any of olrsidiaries, incur additional indebtedness or litib8. As of September 30, 2001, we had no
senior debt outstanding and the aggregate amountlebtedness and other liabilities of our subsidawas approximately $13.3 million
(excluding intercompany liabilities). As part okthcquisition of Aera Japan Ltd., Advanced Enespumed approximately $35 million of
senior debt. We and our subsidiaries may incurtmaidil indebtedness, including senior debt, whictld adversely affect our ability to pay
our obligations under the notes.
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WE MAY BE UNABLE TO REPAY OR REPURCHASE THE NOTES.

At maturity, the entire outstanding principal ambahthe notes will become due and payable bymusddition, if a "change in control," as
defined in the indenture, occurs, each holder efnthtes may require that we repurchase all or topoof that holder's notes. We cannot
assure you that we will have sufficient funds olt i able to arrange for additional financing syghe principal amount or repurchase price
due. Under the terms of the indenture for the natesmay elect, if we meet particular conditiomspay the repurchase price with shares of
common stock. Any future borrowing arrangementagreements relating to senior debt to which we fmeca party may contain restrictions
on, or prohibitions against, our repayment or repase of the notes. In the event that the matd&tg or "change in control" occurs at a time
when we are prohibited from repaying or repurch@die notes, we could attempt to obtain the conskttite lenders under those
arrangements to purchase the notes or we coulthgitte refinance the borrowings that contain tredrigtions. If we do not obtain the
necessary consents or refinance these borrowirggilvbe unable to repay or repurchase the ndtethat case, our failure to repay the nc
at maturity or to repurchase any tendered noteddamnstitute an event of default under the indentdny default, in turn, may cause a
default under the terms of our senior debt. Assaltein these circumstances, the subordinatiomipians of the indenture would, absent a
waiver, prohibit the repayment or repurchase ofrtbies until we pay the senior debt in full.

THERE MAY BE NO PUBLIC MARKET FOR THE NOTES.

Although the initial purchaser of the notes advigsait the time of the issuance of the notes thlén intended to make a market in the nc

it is not obligated to do so and may discontinuek®making activities at any time without notidéae notes will not trade publicly until they
are sold pursuant to this registration statemeanother exemption from registration is availableg the liquidity of any public market will
depend on the volume and timing of such sales. &prently, we cannot ensure that any public marketie notes will develop or, if one
does develop, that it will be liquid or maintainéfdan active public market for the notes failsd&velop or be sustained, the trading price of
the notes, as well as your ability to sell yourasotcould be materially and adversely affected.dé&/eot intend to apply for listing of the no
on any securities exchange or any automated gaotsyistem.

IF LESS THAN ALL THE NOTES ARE TO BE REDEEMED BY AYANCED ENERGY PURSUANT TO THE PROVISIONAL
REDEMPTION OR NONPROVISIONAL REDEMPTION PROVISIONS OF THE INDENTUREOUR NOTES MAY OR MAY NOT BE
SELECTED TO BE REDEEMED.

The indenture relating to the notes provides thlass than all the notes are to be redeemed putrsushe provisional redemption or non-
provisional redemption provisions of the indentudhe, particular notes to be redeemed will be setebt the trustee by lot or by any other
method the trustee may deem fair and appropricge édonsequence, in some cases it is possibledha or all of your notes may not be
redeemed while notes belonging to other holderseteemed. For any notes that are not redeemedygold not be eligible to receive the
"make whole" payment required in the case of pioxial redemptions or the premium over the princgrabunt received in connection with
non-provisional redemptions. In addition, you woatthtinue to hold notes for which, as discussetig@nrisk factor above, there may be no
public market.
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ANTI-TAKEOVER PROVISIONS LIMIT THE ABILITY OF A PERSON OR ENTITY TO ACQUIRE CONTROL OF US AND MAY
ADVERSELY AFFECT THE VALUE OF OUR COMMON STOCK ANICONSEQUENTLY THE NOTES.

Our certificate of incorporation and bylaws inclystevisions which:

- allow the board of directors to issue preferrexatis with rights senior to those of the common ktaithout any vote or other action by the
holders of the common stock;

- limit the right of our stockholders to call a s{s meeting of stockholders; and
- impose procedural and other requirements thdtaoake it difficult for stockholders to effect piaular corporate actions.

In addition, we are subject to the anti-takeovewjsions of the Delaware General Corporation Lawy A&f these provisions could delay or
prevent a person or entity from acquiring contfall®. The effect of these provisions may be totlilmé price that investors are willing to pay
in the future for our securities. These provisioright also discourage potential acquisition profeacould diminish the opportunities for
our stockholders to participate in a tender oféeen if the acquisition proposal or tender offeaitia price above the then current market price
for our common stock.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

In addition to the other information contained mearporated by reference in this prospectus, imvesthould carefully consider the risk
factors disclosed in this prospectus, includingsthbeginning on page 6, in evaluating an investrinetiite notes or the common stock issu
upon conversion of the notes. This prospectus deduforward-looking statements” within the meamfi@ection 27A of the Securities Act
of 1933, as amended, or the Securities Act, antld@e21E of the Securities Exchange Act of 1934am&nded, or the Exchange Act. All
statements other than statements of historicalafiectforward-looking statements" for purposeshefse provisions, including any projections
of earnings, revenues or other financial items, statements of the plans and objectives of managefoefuture operations, any statements
concerning proposed new products or services, @tgrsents regarding future economic conditionsesfgpmance, and any statement of
assumptions underlying any of the foregoing. In smases, forward-looking statements can be idedtliy the use of terminology such as
"may," "will," "expects," "plans," "anticipates,estimates," "potential,” or "continue" or the négathereof or other comparable terminola
These forward-looking statements include statemasts, among other things:

- customer inventory levels, needs and order levels
- revenues;

- gross profit;

- research and development expenses;

- marketing, general and administrative expendiure
- capital resources sufficiency;

- acquisitions;

- capital expenditures; and

- restructuring activities and expenses.

There can be no assurance that these expectatiany of the forward-looking statements will praeebe correct, and actual results could
differ materially from these projected or assunethie forward-looking statements. Our future firiahcondition and results of
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operations, as well as any forward-looking states)eare subject to inherent risks and uncertainitietuding but not limited to the risk
factors set forth below and those described elseinethis prospectus. All forward-looking statertseand reasons why results may differ
included in this prospectus are made as of theldatsnf, and we assume no obligation to updatd@mard{ooking statement or reason w
actual results might differ.

USE OF PROCEEDS

We will not receive any proceeds from the saléhefriotes or the shares of common stock offerethibyprospectus. See "Selling Security
Holders".

RATIO OF EARNINGSTO FIXED CHARGES

The following table sets forth our ratio of earrsrtg fixed charges for the periods indicated.

FOR THE NINE

MONTHS ENDED

SEPTEMBER 30, FOR THE YEARS ENDED DECEMBER 31,
2001 2000 2000 1999 1998 1997 1996

Ratio of earnings to fixed
charges(1).....cccovevenns N/A  10.62x 11.86x 18.77x N/A 28.82x 19.82x

(1) The ratio of earnings to fixed charges is clali@d by dividing our "earnings," as described wgloy our "fixed charges," as described
below. For the purposes of this ratio, we calculagnings” as our pretax income from continuingragions before fixed charges; less
minority interests in income of subsidiaries (uslése subsidiary has fixed charges), minority idés in losses of subsidiaries and income or
loss from equity investees. We calculate "fixedrgka" by adding (1) our interest expense,

(2) the amount of amortization of deferred dehtdgse cost and (3) the portion of rental expensiemour operating leases that we have
deemed to be representative of the interest fégtdhese leases. Our earnings, as defined, wetdficient to cover our fixed charges by
$14,547,000 and $25,505,000 for the year endedrbleee31, 1998 and the nine months ended SepterBb2081, respectively.
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DESCRIPTION OF NOTES

The notes were issued under an indenture betweanduState Street Bank and Trust Company of CaldigiN.A., as trustee. Because this
section is a summary, it does not describe evegrgaof the notes and the indenture. The folloveiammaries of provisions of the indenture
do not purport to be complete and are subjectrtd,aae qualified in their entirety by referenceth® detailed provision of the notes and the
indenture, including the definitions therein ofrtes:

GENERAL

The notes are general, unsecured obligations ofAckd Energy Industries, Inc. The notes are subateli, which means that they rank
behind some of our indebtedness as described b&lwevnotes are limited to $125,000,000 aggregateipal amount. We are required to
repay the principal amount of the notes in fullSeptember 1, 2006.

The notes bear interest at 5.00% per annum frorddkeof original issuance, August 27, 2001. W¢é pél interest on the notes on March 1
and September 1 of each year, commencing on Mar2@QP. Interest payable per $1,000 principal arhofinotes for the period from
August 27, 2001 to March 1, 2002 will be $25.5556.

You may convert the notes into shares of our comstock initially at the conversion rate of 33.528fres per each $1,000 principal amount
of notes at any time before the close of busineghe maturity date, unless the notes have beefopidy redeemed or repurchased. Holders
of notes called for redemption or submitted forurgpase will be entitled to convert the notes ugrtd including the business day
immediately preceding the date fixed for redemptionepurchase, as the case may be. The convesmmmay be adjusted as described
below.

We may redeem the notes at our option at any timer @fter September 4, 2004, in whole or in ptrthe redemption prices set forth below
under "--Optional Redemption by Advanced Energy," plus aedrand unpaid interest to the redemption datbele is a change in control

us, you will have the right to require us to refna®e your notes as described below under "-- Rbpsecat Option of Holders Upon a Change
in Control." We may redeem some or all of the natiesny time before September 4, 2004 at a redemptice of $1,000 per $1,000 princi
amount of notes, plus accrued and unpaid intefesty, to the redemption date, if the closing praf our common stock has exceeded 150%
of the conversion price then in effect for at le2B3trading days within a period of 30 consecutregling days ending on the trading day
before the date of mailing of the provisional regéion notice. We will make an additional paymentash or common stock with respect to
the notes called for provisional redemption in aroant equal to $150.56 per $1,000 principal amo@mbtes, less the amount of any interest
paid on the notes.

FORM, DENOMINATION, TRANSFER, EXCHANGE AND BOOK-ENTRY PROCEDURES
The notes have been issued:

- only in fully registered form;

- without interest coupons; and

- in denominations of $1,000 and greater multiples.

The notes are evidenced by one or more global netdsh are deposited with the trustee as custoiiamhe Depository Trust Company, or
DTC, and registered in the name of Cede & Co. casimee of DTC. The global note and any notes issueachange for the global note are
subject to restrictions on transfer and bear tend regarding those restrictions set forth untlietite to Investors." Except as set forth
below, record ownership of the global note may
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be transferred, in whole or in part, only to anotheminee of DTC or to a successor of DTC or itmimee.

The global note may not be registered in the nahagyp person, nor may it be exchanged for noteisatearegistered in the name of any
person, other than DTC or its nominee unless eih#re following occurs:

- DTC notifies us that it is unwilling, unable oo fonger qualified to continue acting as the depogifor the global note; or

- an event of default with respect to the notesasgnted by the global note has occurred and isnciimg.

In those circumstances, DTC will determine in whoames any securities issued in exchange for titsaghote will be registered.
DTC or its nominee is considered the sole ownerranider of the global note for all purposes, and assult:

- you cannot have notes registered in your nartteeif are represented by the global note;

- you cannot receive physical certificated notesxohange for your beneficial interest in the glotme;

- you will not be considered to be the owner odiolof the global note or any note it representsaifty purpose; and

- all payments on the global note will be made #CDor its nominee.

The laws of some jurisdictions require that pattickinds of purchasers, such as insurance comgaca@ only own securities in definitive
certificated form. These laws may limit your alyilio transfer your beneficial interests in the glohote to these types of purchasers.

Only institutions, such as a securities brokerealdr, that have accounts with DTC or its nomiraadi€d participants) and persons that may
hold beneficial interests through participants oam a beneficial interest in the global note. The/@lace where the ownership of beneficial
interests in the global note will appear and thly @ray the transfer of those interests can be mwéllde on the records kept by DTC (for
their participants' interests) and the records kgghose participants (for interests of persord hg participants on their behalf).

Secondary trading in bonds and notes of corposateers is generally settled in clearinghouse {#hatext-day) funds. In contrast, beneficial
interests in a global note usually trade in DT@ims-day funds settlement system, and settle in diatedy available funds. We make no
representations as to the effect that settlemeintimediately available funds will have on tradirgjity in those beneficial interests.

We will make cash payments of interest on and pai®of and the redemption or repurchase pricdefglobal note to Cede, the nominee for
DTC, as the registered owner of the global note. wlMemake these payments by wire transfer of imragay available funds on each
payment date.

We have been informed that DTC's practice is tditparticipants' accounts on the payment date patyments in amounts proportionate to
their respective beneficial interests in the noggsesented by the global note as shown on DTE&ds, unless DTC has reason to believe
that it will not receive payment on that paymerted&ayments by participants to owners of bendficiarests in notes represented by the
global note held through participants will be tleeponsibility of those participants, as is nowadhse with securities held for the accounts of
customers registered in street name.

19



We will send any redemption notices to Cede. Weewstdnd that if less than all of the notes aredsideemed, DTC's practice is to
determine by lot the amount of the holdings of gaafticipant to be redeemed.

We also understand that neither DTC nor Cede wiikent or vote with respect to the notes. We haea ladvised that under its usual
procedures, DTC will mail an omnibus proxy to usasn as possible after the record date. The oranglnky assigns Cede's consenting or
voting rights to those participants to whose act®time notes are credited on the record date fibghth a listing attached to the omnibus

proxy.

Because DTC can only act on behalf of participamts in turn act on behalf of indirect participarttee ability of a person having a benefi
interest in the principal amount represented bygtbbal note to pledge the interest to personstities that do not participate in the DTC
book-entry system, or otherwise take actions ipeesof that interest, may be affected by the aick physical certificate evidencing its
interest.

DTC has advised us that it will take any actiompited to be taken by a holder of notes (includimg presentation of notes for exchange)
only at the direction of one or more participammtsvhose account with DTC interests in the globaérare credited and only in respect of the
portion of the principal amount of the notes reprgsd by the global note as to which the partidipamarticipants has or have given
direction.

DTC has also advised us as follows:

- DTC is a limited purpose trust company organiaeder the laws of the State of New York, a memibén® Federal Reserve System, a
clearing corporation within the meaning of the Néark Uniform Commercial Code, as amended, and aritlg agency registered pursuar
the provisions of Section 17A of the Exchange Act;

- DTC was created to hold securities for its pgytiots and facilitate the clearance and settlemesecurities transactions between
participants through electronic book-entry charigesccounts of its participants;

- Participants include securities brokers and asalmnks, trust companies and clearing corporatoma may include some other
organizations;

- Some participants, or their representatives,ttagewith other entities, own DTC; and

- Indirect access to the DTC System is availablether entities such as banks, brokers, dealersrasidcompanies that clear through or
maintain a custodial relationship with a participasither directly or indirectly.

The policies and procedures of DTC, which may cleapeyiodically, will apply to payments, transfeagchanges and other matters relatin
beneficial interests in the global note. We andtthstee have no responsibility or liability foryaaspect of DTC's or any participants' records
relating to beneficial interests in the global nateluding for payments made on the global notether, we and the trustee are not
responsible for maintaining, supervising or reviggvany of those records.

CONVERSION RIGHTS

You have the option to convert any portion of thiegpal amount of any note that is an integral tiplé of $1,000 into shares of our comm
stock at any time on or prior to the close of basion the maturity date, unless the notes havegregiously redeemed or repurchased. The
conversion rate will be equal to 33.5289 sharesbg#00 principal amount of notes. The conversaia is equivalent to a conversion price of
approximately $29.83 per share. Your right to cohaenote called for redemption or delivered fggunehase will terminate at the close of
business on the business day immediately precédexgedemption date or
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repurchase date for that note, unless we defaufiaking the payment due upon redemption or repgecha

You may convert all or part of any note by delimgrihe note at the Corporate Trust Office of thistige in the Borough of Manhattan, The
City of New York, accompanied by a duly signed anthpleted conversion notice, a copy of which maypliined by the trustee. The
conversion date will be the date on which the raoté the duly signed and completed conversion natieeso delivered.

As promptly as practicable on or after the conwarslate, we will issue and deliver to the trusteerdificate or certificates for the number of
full shares of our common stock issuable upon cmier, together with payment in lieu of any fraotiof a share. The certificate will then be
sent by the trustee to the conversion agent fovetgito the holder. The shares of our common sisslable upon conversion of the notes
will be fully paid and nonassessable and will ragkally with the other shares of our common stock.

If you surrender a note eligible for conversionaodate that is not an interest payment date, ydiunetibe entitled to receive any interest for
the period from the interest payment date precetfiagonversion date to the conversion date, exazpescribed below in this paragraph. In
the case of any eligible note that has been coedetfter any regular record date but before tHeviahg interest payment date, interest
payable on the interest payment date shall be payabthe interest payment date notwithstandindgy soniversion, and interest shall be paid
to the holder of the note on the regular recoré.ddbwever, any eligible note surrendered for cesive during that period between the
regular record date and the following interest pagtate must be accompanied by payment of an amequal to the interest on the interest
payment date on the principal amount of the nog@sgosurrendered for conversion. This payment igequired in the case of notes that are
called for non-provisional redemption or that ardé repurchased and for which your right to comwt terminate during that period
between the regular record date and the followierést payment date.

No other payment or adjustment for interest, orafoy dividends in respect of our common stock, béllmade upon conversion. Holders
our common stock issued upon conversion will noghiitled to receive any dividends payable to haladd our common stock as of any
record time or date before the close of businegh®onversion date. We will not issue fractiostadres upon conversion. Instead, we will
pay cash based on the market price of our comnumk sit the close of business on the conversion date

You will not be required to pay any taxes or dutiating to the issue or delivery of our commasckton conversion but you will be requil
to pay any tax or duty relating to any transfemiwred in the issue or delivery of our common stotk name other than yours. Certificates
representing shares of our common stock will nasbeed or delivered unless all taxes and dufiesyi, payable by you have been paid.

The conversion rate will be subject to adjustmentdmong other things:
- dividends and other distributions payable in cammon stock on shares of our capital stock;

- the issuance to all holders of our common stoakghits, options or warrants entitling them to surtise for or purchase our common stoc!
less than the then current market price of the comstock as of the record date for stockholderlethto receive rights, options or warrar

- subdivisions, combinations and reclassificatioheur common stock;
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- distributions to all holders of our common staglevidences of our indebtedness, shares of cagdek, cash or assets, including securities,
but excluding:

- those dividends, rights, options, warrants armstriutions referred to above;
- dividends and distributions paid exclusively ash; and
- distributions upon mergers or consolidations uksed below;

- distributions consisting exclusively of cash, lexiing any cash portion of distributions referredrhmediately above, or cash distributed
upon a merger or consolidation to which the negteading bullet point applies, to all holders of common stock in an aggregate amount
that, combined together with:

- other all-cash distributions made within the gaiog 365-day period in respect of which no adjesthhas been made; and

- any cash and the fair market value of other a@rsition payable in connection with any tenderrdffeus or any of our subsidiaries for our
common stock concluded within the preceding 365{mayod in respect of which no adjustment has beade,

exceeds 10% of our market capitalization, beingptfoeluct of the current market price per shardhefdtommon stock on the record date for
the distribution and the number of shares of comstook then outstanding; and

- the successful completion of a tender offer niadas or any of our subsidiaries for our commorlstohich involves an aggregate
consideration that, together with:

- any cash and other consideration payable indeteoffer by us or any of our subsidiaries for common stock expiring within the 365-day
period preceding the expiration of that tenderrofferespect of which no adjustment has been nmeule;

- the aggregate amount of all cash distributiofisrred to above to all holders of our common stwitkin the 365-day period preceding the
expiration of that tender offer in respect of whidhadjustments have been made,

exceeds 10% of our market capitalization on theratipn of the tender offer.

We reserve the right to effect the increases irctimeversion rate in addition to those requiredheyforegoing provisions as we consider to be
advisable in order that any event treated for Wn8eates federal income tax purposes as a dividestbck or stock rights will not be taxable
to the recipients. We will not be required to makg adjustment to the conversion rate until thewative adjustments amount to 1.0% or
more of the conversion rate. We will compute ajuatinents to the conversion rate and will give esmtly mail to holders of the registered
notes of any adjustments.

In the event that we consolidate or merge witmtw another entity or another entity is merged urgpor in case of any sale or transfer of all
or substantially all of our assets, each note thdatanding will become convertible only into thedkand amount of securities, cash and ¢
property receivable upon the consolidation, merggle or transfer by a holder of the number of shaf common stock into which the notes
were convertible immediately prior to the consdiidia or merger or sale or transfer. The precedergence will not apply to a merger or sale
of all or substantially all of our assets that dnesresult in any reclassification, conversionsleange or cancellation of the common stock.

We may increase the conversion rate, meaning thahgvease the number of shares of common stogknihich the notes are convertible,
any period of at least 20 days if our board ofaes determines that the increase would be irbest interest. The board of directors’
determination in this regard will be conclusive anay be done at any time without limit as to frageyg including in connection with a call
for redemption, subject to applicable
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securities laws. We will give holders of noteseatdt 15 days' notice of an increase in the coraersite. Any increase, however, will not be
taken into account for purposes of determining Wwaethe closing price of our common stock excekdsbnversion price by 105% in
connection with an event that otherwise would lshange in control as defined below.

If at any time we make a distribution of propexayour stockholders that would be taxable to theldtolders as a dividend for United States
federal income tax purposes, such as distributidrevidences of indebtedness or assets by us.dmnarglly not stock dividends on common
stock or rights to subscribe for common stock, gudsuant to the anti-dilution provisions of theénture, the number of shares into which
notes are convertible is increased, that increasebm deemed for United States federal income ugpgses to be the payment of a taxable
dividend to holders of notes. See "United StateteFad Income Tax Consequences -- U.S. Holders."

SUBORDINATION

The notes are subordinated and, as a result, sheqrd of the principal, any premium and interestranotes, including amounts payable on
any redemption or repurchase, are subordinatestpribr payment in full, in cash or other paymeatisdactory to holders of senior debt, of

of our senior debt to the extent provided in thaeimture. The notes are also effectively subordtheteany debt or other liabilities of our
subsidiaries, which means that our right to recasgets of any of these subsidiaries in a liquddat only to the extent that the claims of
these subsidiaries' creditors have been satisFisid. subsidiary debt may also contain covenantslithé the ability of the applicable
subsidiary to pay dividends to us. As of Septen3@er2001, we had no senior debt, $81.6 milliontbEo subordinated debt and the aggregate
amount of indebtedness and other liabilities of subsidiaries was approximately $13.3 million (exiithg intercompany liabilities). As part

of the acquisition of Aera Japan Ltd., AdvancedrBpeassumed approximately $35 million of seniortd&he subordination provisions in t
notes are similar to but operate independentlyefsubordination and default provisions in our pwubordinated debt. The holders of these
notes share equal priority in right of payment vifth holders of our other subordinated debt, megthiat neither of the debt is subordinated
to the other debt in the case of a default. Theuritgtof these notes is before the maturity of otirer subordinated debt.

"Senior debt" is defined in the indenture to meha:principal of, and premium, if any, and intey@stiuding all interest accruing subsequent
to the commencement of any bankruptcy or similaceeding, whether or not a claim for post-petifitierest is allowable as a claim in any
proceeding, on, and all fees and other amountsiyi@ga rent or other obligations, whether absobuteontingent, secured or unsecured, due
or to become due, outstanding on the date of tiheniture or thereafter created, incurred or assumednnection with any of the following:

- any credit or loan agreement, note, bond, debermuother written obligation;

- our incurring obligations for money borrowed;

- any note or similar instrument issued by us inngztion with the acquisition of any businessesperties or assets of any kind;
- our leasing real or personal property:

- under leases if all or a portion of the lessem'sal obligations are required to be capitalizedhenbalance sheet of the lessee under gen
accepted accounting principles; or

- under leases, participation agreements, guamsotegmilar documents entered into by us in cotioeavith the leasing of real or personal
property by us or any of our subsidiaries whichviifes that we are contractually obligated to pusehar cause a third party to purchase the
leased property for a fixed price or otherwise gngre a
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residual value of leased property to the lessar third party, whether or not the lease is propeldgsified as an operating or capital lease in
accordance with generally accepted accounting iples;

- any interest rate and currency swaps, caps,dlamilars, hedge agreements, forward contracésmalar agreements or arrangements;
- any letters of credit, bankers' acceptances emiths facilities, including reimbursement obligatis with respect to the foregoing;
- any deferred purchase price of property or sesiic

- all obligations of the type referred to in theoab clauses of another person and any dividendaather person, the payment of which, in
either case, we have assumed or guaranteed, whfoh we are responsible or liable, directly oriredtly, jointly or severally, as obligor,
guarantor or otherwise, or which are secured lgradn our property; and

- renewals, extensions, modifications, replacemeastatements and refundings of, or any indebtsiaeobligation issued in exchange for,
any indebtedness or obligation described in the@lotauses of this definition.

Senior debt does not include:
- the notes;

- any other indebtedness or obligation if its teonghe terms of the instrument under which or pand to which it is issued expressly provide
that it is not superior in right of payment to tiates; or

- any trade accounts payable or accrued liabil@iesing in the ordinary course of business.

"Designated senior debt" means our obligations uadg particular senior debt in which the instruineneating or evidencing the same or the
assumption or guarantee thereof, or related agmatsnoe documents to which we are a party, expremslyides that the indebtedness will be
designated senior debt for purposes of the indenfitire instrument, agreement or other documeneaeidg any designated senior debt may
place limitations and conditions on the right of #enior debt to exercise the rights of designs¢eibr debt.

We may not make any payment on account of princgraimium or interest, if any, on the notes, oeragtion or repurchase of the notes, if:

- we default in our obligations to pay principalemium, interest or other amounts on our seniot,detluding a default under any
redemption or repurchase obligation, and the de€auitinues beyond any applicable grace periodwieatnay have to make these payments;
or

- any other default occurs and is continuing on @esignated senior debt; and
- the default permits the holders of the designagador debt to accelerate its maturity; and
- the trustee has received a payment blockageenfsttn us, the holder of debt or another persomijiterd to give notice under the indenture.

If payments of the notes have been blocked by apay default on senior debt, payments on the motgsresume when the payment default
has been cured or waived or ceases to exist.
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If payments on the notes have been blocked by paymment default on designated senior debt, paynmentise notes may resume on the
earlier of:

- the date the nonpayment default is cured or veadreceases to exist; or
- 179 days after the payment blockage notice isived.

No nonpayment default that existed on the day angay blockage notice was delivered to the truséeebe used as the basis for
subsequent payment blockage notice. In additioce @nholder of designated senior debt has blockgrhpnt on the notes by giving a
payment blockage notice, no new period of paym&uidage can be commenced pursuant to a subsecaynept blockage notice unless
until both of the following are satisfied:

- 365 days have elapsed since the initial effentigs of the immediately prior payment blockagecegtind
- all scheduled payments of principal, any premamd interest with respect to the notes that haweeodue have been paid in full in cash.

In addition, all principal, premium, if any, intesteand other amounts due on all senior debt muptlgkin full in cash before you are entitled
to receive any payment otherwise due upon:

- any acceleration of the principal on the notea assult of an event of default of the notes; or

- any payment or distribution of our assets to iboesl upon any dissolution, winding up, liquidationreorganization, whether voluntary or
involuntary, marshaling of assets, assignmentifertenefit of creditors, or in bankruptcy, insolegrnreceivership or other similar
proceedings.

In the event of insolvency, creditors who are hmdde senior debt are likely to recover more, rbtatnan you because of this subordination.
The subordination may result in a reduction or glation of payments on the notes to you.

In addition, the notes are "structurally subordiakitto all indebtedness and other liabilities of subsidiaries, including trade payables and
lease obligations. This occurs because our rightdeive any assets of our subsidiaries upon ligeidation or reorganization, and your right
to participate in those assets, are effectivelyostibated to the claims of that subsidiary's caditincluding trade creditors, except to the
extent that we are recognized as a creditor o$tixsidiary. If we are recognized as a creditohaf subsidiary, our claims are subordinate to
any security interest in the assets of the subsidiad any indebtedness of the subsidiary seniasto

The indenture does not limit our ability to incengor debt or our ability or the ability of our sudhiaries to incur any other indebtedness.
OPTIONAL REDEMPTION BY ADVANCED ENERGY
PROVISIONAL REDEMPTION

We may redeem any portion of the notes at any firee to September 4, 2004 upon at least 30 andnooe than 60 days' notice by mail to
the holders of the notes, at a redemption pricalepul00% of the principal amount of the notebeéaedeemed per note plus accrued and
unpaid interest to the redemption date if the alggirice of our common stock has exceeded 150%eofanversion price for at least 20
trading days in any consecutive 30-day tradinggaeeinding on the trading day prior to the mailifighe notice of redemption.

If we redeem the notes under these circumstaneaewilvmake an additional "make whole" payment loa tedeemed notes equal to $150.56
per $1,000 notes, minus the amount of any interetsially paid or accrued and unpaid on the nota poi the redemption date. We
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must make these "make whole" payments on all rezthsd for redemption, including notes converteérathe date we mailed the notice. The
"make whole" payment on notes that have been ctetrshall not be reduced by accrued and unpaitesite Ve may make these "make
whole" payments, at our option, either in casmasur common stock or a combination of cash anckstive will specify the type of
consideration for the "make whole" payment in théemption notice.

Payments made in our common stock will be valuedb&t of the average of the closing sales pricesiotommon stock for the five
consecutive trading days ending on the day prithéaredemption date. If less than all the notes@be redeemed, the particular notes to be
redeemed will be selected by the trustee by Idtycsiny other method the trustee may deem fair gpdogriate.

NON-PROVISIONAL REDEMPTION

On or after September 4, 2004, we may redeem ttess mowhole or in part, at the prices set forttowe If we elect to redeem all or part of
the notes, we will give at least 30, but no moantB0, days' notice to you.

The redemption price, expressed as a percentggéncfpal amount, is as follows for the followingnnds:

REDEMPTION
PERIOD PRICE
Beginning on September 4, 2004 and ending on August 31,
2005..cc e 102%
Beginning on September 1, 2005 and ending on August 31,
2006....ciiiiiiiie e 101%

and thereafter is equal to 100% of the principabam. In each case, we will pay interest to, buleking the redemption date. If less than all
the notes are to be redeemed, the particular totes redeemed will be selected by the truste@bgriby any other method the trustee may
deem fair and appropriate.

No sinking fund is provided for the notes, whichang that the indenture does not require us to readeeetire the notes periodical
PAYMENT AND CONVERSION

We will make all payments of principal and interestthe notes by dollar check drawn on an accoamtained at a bank in The City of New
York. If you are the registered holder of notedwétface value greater than $2,000,000, at yowrestqve will make payments of principal or
interest to you by wire transfer to an account rt@@ned by you at a bank in The City of New York amentified by you to the trustee at least
15 days prior to the relevant payment date. Paywfeauty interest on the notes will be made to tes@n in whose name the note, or any
predecessor note, is registered at the close afdason February 15 or August 15, whether or rmtsiness day, immediately preceding the
relevant interest payment date (a "regular recatd")l.

Payments on any global note registered in the ref@a C or its nominee will be payable by the treste DTC or its nominee in its capacity
as the registered holder under the indenture. Uthgeterms of the indenture, we and the trustektrgét the persons in whose names the
notes, including any global note, are registerettha®wners for the purpose of receiving maintajnsupervising or reviewing any of DTC's
records or any participant's or indirect particiggmrecords relating to the beneficial ownershipriests in the global note; or

- any other matter relating to the actions andtpas of DTC or any of its participants or indir@articipants.
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We will not be required to make any payment onrtbes due on any day which is not a business dalytlua next succeeding business day.
The payment made on the next succeeding busingssillhe treated as though it were paid on thgiodl due date and no interest will
accrue on the payment for the additional periotinoé.

Notes may be surrendered for conversion at the datp Trust Office of the trustee in the Boroughvainhattan, New York. Note
surrendered for conversion must be accompaniegpsopriate notices and any payments in respecttefdst or taxes, as applicable, as
described above under "-- Conversion Rights."

We have initially appointed the trustee as payiggrd and conversion agent. We may terminate theiapppent of any paying agent or
conversion agent and appoint additional or othgimgaagents and conversion agents. However, urd@ihbtes have been delivered to the
trustee for cancellation, or moneys sufficient &y phe principal of, premium, if any, and interestthe notes have been made available for
payment and either paid or returned to us as peovid the indenture, the trustee will maintain #ice or agency in the Borough of
Manhattan, New York for surrender of notes for aension. Notice of any termination or appointmerd ahany change in the office through
which any paying agent or conversion agent willaititbe given in accordance with "-- Notices" balo

All moneys deposited with the trustee or any payggnt, or then held by us, in trust for the paynoéiprincipal of, premium, if any, or
interest on any notes which remain unclaimed aettteof two years after the payment has becomeaddgayable will be repaid to us, and
you will then look only to us for paymet

REPURCHASE AT OPTION OF HOLDERS UPON A CHANGE IN CONTROL

If a "change in control" as defined below occuia) will have the right, at your option, to requirg to repurchase all of your notes not
previously called for redemption, or any portiortlodé principal amount thereof, that is equal t@80,or an integral multiple of $1,000. The
price we are required to pay is 100% of the priacgmount of the notes to be repurchased, togetitleiinterest accrued but unpaid to, but
excluding, the repurchase date.

At our option, instead of paying the repurchaseegm cash, we may pay the repurchase price ic@mmon stock valued at 95% of the
average of the closing prices of our common stockHe five trading days immediately preceding artduding the third trading day prior to
the repurchase date. We may only pay the repurgirasein our common stock if we satisfy conditigorsvided in the indenture.

Within 30 days after the occurrence of a changmintrol, we are obligated to give to you noticahe change in control and of the repurck
right arising as a result of the change of cont"d must also deliver a copy of this notice tottiustee. To exercise the repurchase right, you
must deliver on or before the 30th day after the déour notice irrevocable written notice to thestee of your exercise of your repurchase
right, together with the notes with respect to watiee right is being exercised. We are requiregparchase the notes on the date that is 45
days after the date of our notice.

A change in control will be deemed to have occugkthe time after the notes are originally isstied any of the following occurs:

- any person acquires beneficial ownership, diyamtlindirectly, through a purchase, merger or pawuisition transaction or series of
transactions, of shares of our capital stock émgitthe person to exercise 50% or more of the tatthg power of all shares of our capital
stock that is entitled to vote generally in electi®f directors, other than an acquisition by uy, @ our subsidiaries or any of our employee
benefit plans; or
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- we merge or consolidate with or into any otheispa, any merger of another person into us or e sell, transfer or lease all or
substantially all of our assets to another perstrer than any transaction:

- that does not result in any reclassification,w@geion, exchange or cancellation of outstandirageshof our capital stock; and

- pursuant to which the holders of 50% or moreheftbtal voting power of all shares of our capstalck entitled to vote generally in elections
of directors immediately prior to the transacti@vé the entitlement to exercise, directly or inclisg 50% or more of the total voting power
of all shares of capital stock entitled to vote gpatly in the election of directors of the contimgior surviving corporation immediately after
the transaction; or

- any transaction which is effected solely to chengr jurisdiction of incorporation and resultsineclassification, conversion or exchange of
outstanding shares of our common stock into sakfres of common stock.

However, a change in control will not be deemebawe occurred if:

- the closing price per share of our common stockahy five trading days within the period of 1(hsecutive trading days ending
immediately after the later of the change in cdrdrahe public announcement of the change in obnitn the case of a change in control
relating to an acquisition of capital stock, or pgexiod of 10 consecutive trading days ending imatety before the change in control, in the
case of change in control relating to a mergersabaation or asset sale, equals or exceeds 103bieafonversion price of the notes in effect
on each of those trading days; or

- all of the consideration, excluding cash paymémtdractional shares and cash payments made auoirso dissenters' appraisal rights, in a
merger or consolidation otherwise constituting angfe of control under the first and second bulbéts in the preceding paragraph above
consists of shares of common stock, depositonyipecer other certificates representing common tggaterests traded on a national
securities exchange or quoted on the Nasdaq Nafibeuket, or will be so traded or quoted immedigtigllowing the merger or
consolidation, and as a result of the merger osaliciation the notes become convertible solely a@mmon stock, depository receipts or
other certificates representing common equity eges.

For purposes of these provisions:

- the conversion price is equal to $1,000 dividgdH® conversion rate;

- whether a person is a "beneficial owner" willdetermined in accordance with Rule 13d-3 unde&ttehange Act; and

- "person" includes any syndicate or group thatleldme deemed to be a person under Section 13 )df (Be Exchange Act.

The rules and regulations promulgated under théan&mxge Act require the dissemination of prescrilpéarimation to security holders in the
event of an issuer tender offer and may apply énetbent that the repurchase option becomes awvailalylou. We will comply with this rule
the extent it applies at that time.

We may, to the extent permitted by applicable latngny time purchase notes in the open markegiyetr at any price or by private
agreement. Any note that we purchase may, to ttenegermitted by applicable law and subject tériettons contained in the purchase
agreement with the initial purchaser, be re-issure@sold or may, at our option, be surrendergtiedrustee for cancellation. Any notes
surrendered for cancellation may not be re-issuedsmld and will be canceled promptly.
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The definition of change in control includes a #eraelating to the conveyance, transfer, saleeleaslisposition of all or substantially all of
our assets. There is no precise, established tefirdf the phrase "substantially all" under apglile law. Accordingly, your ability to require
us to repurchase your notes as a result of coneeyaransfer, sale, lease or other dispositioesd than all of our assets may be uncertain.

The foregoing provisions would not necessarily ptewou with protection if we are involved in a hig leveraged or other transaction that
may adversely affect you.

Our ability to repurchase notes upon the occurrefi@echange in control is subject to importanttations. Some of the events constituting a
change in control could result in an event of diefander our senior debt. Moreover, a change irtroboould cause an event of default un

or be prohibited or limited by, the terms of ounise debt. As a result, unless we were to obtairaiver, a repurchase of the notes in cash
could be prohibited under the subordination pravisiof the indenture until the senior debt is paifiill. Although we have the right to
repurchase the notes with our common stock, sutigarticular conditions, we cannot assure yotiweawould have the financial resourc

or would be able to arrange financing, to pay #mrchase price in cash for all the notes that tiighdelivered by holders of notes seekir
exercise the repurchase right. If we were to failgpurchase the notes when required followingamgh in control, an event of default under
the indenture would occur, whether or not the reppase is permitted by the subordination proviswfrithe indenture. Any default may, in
turn, cause a default under our senior debt. Se&ubordination."

MERGERSAND SALESOF ASSETSBY ADVANCED ENERGY

We may not consolidate with or merge into any othdity or convey, transfer, sell or lease our prtips and assets substantially as an
entirety to any entity other than to one or morewf subsidiaries, and we may not permit any emtityonsolidate with or merge into us or
convey, transfer, sell or lease the entity's prigeand assets substantially as an entirety tomless:

- the entity formed by the consolidation or intowoth which we are merged or the entity to whichi properties and assets are so conveyed,
transferred, sold or leased, shall be a corporaliimited liability company, partnership or trusganized and existing under the laws of the
United States, any State within the United Stateale District of Columbia and, if we are not thengving entity, the surviving entity
assumes the payment of the principal of, premifigmy, and interest on the notes and the performahour other covenants under the
indenture; and

- immediately after giving effect to the transantioo event of default, and no event that, aftéicecr lapse of time or both, would become
an event of default, will have occurred and be icmirtg.

EVENTSOF DEFAULT
The following are events of default under the irtdest

- we fail to pay principal of or premium, if anyn @any note when due, whether or not prohibitedhgystubordination provisions of the
indenture;

- we fail to pay any interest on any note when dul@ch failure continues for 30 days, whether or pmhibited by the subordination
provisions of the indenture;

- we fail to provide notice of a change in contk@hether or not the notice is prohibited by theasdimation provisions of the indenture;

- we fail to perform any agreement or other coveéirathe notes or the indenture, which failure cmms for 60 days following notice as
provided in the indenture;
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- any indebtedness under any bonds, debenture=s apbther evidences of indebtedness for monapWwed, or any guarantee thereof, by us
or any of our significant subsidiaries, in an aggtte principal amount in excess of $15 millionas$ paid when due either at its stated
maturity or upon acceleration thereof, and thelimel@ness is not discharged, or the acceleratinatisescinded or annulled, within a periot
30 days after notice as provided in the indentanel;

- particular events of bankruptcy, insolvency arrganization involving us or any of our significautbsidiaries.

Subject to the provisions of the indenture relatmthe duties of the trustee in case an evenefafult shall occur and be continuing, the
trustee will be under no obligation to exercise ahits rights or powers under the indenture atrdwiest or direction of any holder unless the
holder shall have offered reasonable indemnityéottustee. Subject to providing indemnificatiorile# trustee, the holders of a majority in
aggregate principal amount of the outstanding natkdave the right to direct the time, method aidce of conducting any proceeding for
any remedy available to the trustee or exercisimgteust or power conferred on the trustee.

If an event of default other than an event of difaising from events of insolvency, bankruptcyr@organization occurs and is continuing,
either the trustee or the holders of at least 25%rincipal amount of the outstanding notes malgjestt to the subordination provisions of the
indenture, accelerate the maturity of all notesweler, after acceleration, but before a judgmemtearee based on acceleration, the holders
of a majority in aggregate principal amount of ¢ansling notes may, under specific circumstancesjmd and annul the acceleration if all
events of default, other than the non-payment ioficipal of the notes that have become due solelgdnyaration of acceleration, have been
cured or waived as provided in the indenture. leaent of default arising from events of insolvenagnkruptcy or reorganization occurs, t
the principal of, and accrued interest on, allribes will automatically become immediately due paglable without any declaration or other
act on the part of the holders of the notes otriltee. For information as to waiver of defaudese "Meetings, Modification and Waiver"
below.

You will not have any right to institute any prode®g with respect to the indenture, or for any rdynender the indenture, unless:
- you give the trustee written notice of a contiquevent of default;

- the holders of at least 25% in aggregate prin@p#ount of the outstanding notes have made writtgquest and offered reasonable
indemnity to the trustee to institute proceedings;

- the trustee has not received from the holdeesrofjority in aggregate principal amount of thestartding notes a direction inconsistent with
the written request; and

- the trustee shall have failed to institute thecpeding within 60 days of the written request.

However, these limitations do not apply to a sustituted by you for the enforcement of paymerthefprincipal of, premium, if any, or
interest on your note on or after the respective dhtes expressed in your note or your right taovedryour note in accordance with the
indenture.

We will be required to furnish to the trustee arllyua statement as to our performance of some obbligations under the indenture and ¢
any default in performance.
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MEETINGS, MODIFICATION AND WAIVER
The indenture contains provisions for conveningtings of the holders of notes to consider mattéfecting their interests.
Particular limited modifications of the indentur@yrbe made without the necessity of obtaining thresent of the holders of the notes.

Other modifications and amendments of the indennag be made, compliance by us with some resteqirovisions of the indenture may
waived and any past defaults by us under the inderiexcept a default in the payment of principagmium, if any, or interest) may be
waived, either:

- with the written consent of the holders of natsléghan a majority in aggregate principal amourhefnotes at the time outstanding; or

- by the adoption of a resolution, at a meetingdatlers of the notes at which a quorum is predsnthe holders of at least 66 2/3% in
aggregate principal amount of the notes represaitdte meeting.

The quorum at any meeting called to adopt a reisolutill be persons holding or representing a nigjon aggregate principal amount of the
notes at the time outstanding and, at any recomvereeting adjourned for lack of a quorum, 25% efdlygregate principal amount.

However, a modification or amendment requires thresent of the holder of each outstanding note &gteif it would:
- change the stated maturity of the principal ¢eiiest of a note;

- reduce the principal amount of, or any premiunmtgrest on, any note;

- reduce the amount payable upon a redemption adatary repurchase;

- modify the provisions with respect to the repash rights of holders of notes in a manner advertiee holders;

- modify our right to redeem the notes in a maratkrerse to the holders;

- change the place or currency of payment on g note

- impair the right to institute suit for the enfernent of any payment on any note;

- modify our obligation to maintain an office oreagy in New York City;

- modify the subordination provisions in a manrmttis adverse to the holders of the notes;

- adversely affect the right to convert the noté®epthan a modification or amendment requiredneyterms of the indenture;

- modify our obligation to deliver information reiged under Rule 144A to permit resales of the natescommon stock issued upon
conversion of the notes if we cease to be subgettte reporting requirements under the Exchange Act

- reduce the above-stated percentage of the pahaipount of the holders whose consent is needewthfy or amend the indenture;

- reduce the percentage of the principal amoutheholders whose consent is needed to waive cangdiwith some provisions of the
indenture or to waive some defaults; or

- reduce the percentage required for the adopti@reolution or the quorum required at any meatintgplders of notes at which a resolut
is adopted.
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NOTICES

Notice to holders of the registered notes will beeg by mail to the addresses as they appear isdbarity register. Notices will be deemet
have been given on the date of mailing.

Notice of a redemption of notes will be given te tiplders of notes to be redeemed not less thawB3More than 60 days prior to t
redemption date and will specify the redemptioredatnotice of redemption of the notes will be waeable. In addition, concurrently with
the giving of notice to holders, we will issue &§s release containing the same information indu¢he notices of redemption.

REPLACEMENT OF NOTES

We will replace any note that becomes mutilatedirdged, stolen or lost at the expense of the halden delivery to the trustee of the
mutilated notes or evidence of the loss, theftestidiction satisfactory to us and the trusteehéncase of a lost, stolen or destroyed note,
indemnity satisfactory to the trustee and us masebeired at the expense of the holder of the hetere a replacement note will be issued.

PAYMENT OF STAMP AND OTHER TAXES

We will pay all stamp and other duties, if any,ttirey be imposed by the United States or any palisubdivision thereof or taxing authority
thereof or therein with respect to the issuandd@fhotes or of shares of stock upon conversidheohotes. We will not be required to make
any payment with respect to any other tax, assegsongovernmental charge imposed by any governmeany political subdivision thereof
or taxing authority thereof or therein.

GOVERNING LAW
The indenture and the notes are governed by argtroed in accordance with the laws of the Stafdesf York, United States of America.
THE TRUSTEE

If an event of default occurs and is continuing, ttustee will be required to use the degree af ol prudent person in the conduct of his
own affairs in the exercise of its powers. Subjedhese provisions, the trustee will be under bligation to exercise any of its rights or
powers under the indenture at the request of atlyeofiolders of notes, unless they have furnisbehe trustee reasonable security or
indemnity.
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DESCRIPTION OF COMMON STOCK

Our authorized capital stock consists of 55,000 gl¥res of common stock, $0.001 par value, and1Q00 shares of preferred stock, $0.001
par value. As of December 31, 2001, 31,847,735shafrcommon stock were outstanding, held by 1iaB8ers of record, and no shares of
preferred stock were outstanding. In addition, faSexember 31, 2001, 2,624,133 shares were avaifablgrant under our 1995 Stock Opt
Plan, 100,000 shares were available for grant uodef995 Non-Employee Director Stock Option PB2 320 shares were available for
purchase under our Employee Stock Purchase PlaB3hil50 shares were available for grant unde2604 Stock Option Plan. As of
December 31, 2001, options to purchase an aggrefat&97,669 shares of common stock were outstanainder these plans.

The holders of common stock are entitled to one Yot each share held of record on all matters #tduito a vote of stockholders. Subjec
preferences that may be applicable to any outstgrghares of preferred stock that may be issuedidtders of common stock are entitled to
receive ratably any dividends that may be declén@d time to time by the board of directors oufurfids legally available for the payment of
dividends. See "Dividend Policy." The holders of oammon stock are entitled to share ratably imsdlets remaining after payment of
liabilities and liquidation preferences of any datsling shares of preferred stock in the evenuofiquidation, dissolution or winding up.
Holders of common stock have no preemptive rightsghts to convert their common stock into anyesteecurities. There are no redemption
or sinking fund provisions applicable to the comnstock. All outstanding shares of common stockfaltg paid and non-assessable.

SECTION 203 OF THE DELAWARE GENERAL CORPORATION LAW

We are subject to Section 203 or the Delaware Gé@arporation Law ("Section 203"), which, subjazspecific exceptions, prohibits a
Delaware corporation from engaging in any busimessbination with any interested stockholder foreaiqd of three years following the tir
that the stockholder became an interested stockhaldless: (i) prior to that time, the board akdtors of the corporation approved either
business combination or the transaction that reduit the stockholder becoming an interested hp(dgupon consummation of the
transaction that resulted in the stockholder bengran interested stockholder, the interested stidkh owned at least 85% of the voting
stock of the corporation outstanding at the tineettansaction commenced, excluding for purposeketErmining the number of shares
outstanding those shares owned (a) by persons rehdirectors and also officers and (b) by emplasteek plans in which employee
participants do not have the right to determindfidentially whether shares held subject to the pldhbe tendered in a tender or exchange
offer; or (iii) at or subsequent to that time, thesiness combination is approved by the boardretttirs and authorized at an annual or sp
meeting of stockholders, and not by written conseythe affirmative vote of at least 2/3 of thestanding voting stock which is not owned
by the interested stockholder.

Section 203 generally defines a business combim&tianclude: (i) any merger or consolidation inxint the corporation and the interested
stockholder, (ii) any sale, transfer, pledge oeottisposition of 10% or more of the assets ofcthrporation involving the interested
stockholder, (iii) subject to specific exceptioany transaction that results in the issuance ostea by the corporation of any stock of the
corporation to the interested stockholder, (iv) tnayjsaction involving the corporation that haseffect of increasing the proportionate share
of the stock of any class or series of the corpamateneficially owned by the interested stockhplae(v) the receipt by the interested
stockholder of the benefit of any loans, advangaarantees, pledges or other financial benefitgigea by or through the corporation.
Section 203 generally defines interested stockh@den entity or person
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beneficially owning 15% or more of the outstanditnging stock of the corporation and any entity ergon affiliated with or controlling or
controlled by the entity or person.

TRANSFER AGENT
The transfer agent and registrar for our commooksi® American Stock Transfer.
CERTAIN UNITED STATESFEDERAL INCOME TAX CONSEQUENCES

This section describes the material United Stagderfal income tax consequences of purchasing, ovarid disposing of the notes we are
offering and the common stock into which the natey be converted and is the opinion of Sullivan &@well, special tax counsel to
Advanced Energy. It applies to you only if you arb&nited States holder that holds your notes omgomstock as capital assets for tax
purposes. You are a United States holder if yowadreneficial owner of a note and you are:

- a citizen or resident of the United States,
- a domestic corporation,
- an estate whose income is subject to United Sfatéeral income tax regardless of its source, or

- a trust if a United States court can exercise@ry supervision over the trust's administratiod ane or more United States persons are
authorized to control all substantial decisionshef trust.

This section does not apply to you if you are a menof a class of holders subject to special rdash as:
- a dealer in securities or currencies,

- a trader in securities that elects to use a narkarket method of accounting for your securitieldings,
- a bank,

- a life insurance company,

- a tax-exempt organization,

- a person that owns notes that are a hedge oathdtedged against interest rate risks,

- a person that owns notes as part of a straddterorersion transaction for tax purposes, or

- a person whose functional currency for tax puggds not the U.S. dollar.

This section is based on the Internal Revenue ©6d886, as amended, its legislative history, @xisand proposed regulations under the
Internal Revenue Code, published rulings and adectsions, all as currently in effect. These lavessaubject to change, possibly on a
retroactive basis.

PLEASE CONSULT YOUR OWN TAX ADVISOR CONCERNING THEONSEQUENCES OF OWNING THESE NOTES IN YOUR
PARTICULAR CIRCUMSTANCES UNDER THE CODE AND THE LAW OF ANY OTHER TAXING JURISDICTION.

PAYMENT OF INTEREST

You will be taxed on any interest on your note alrary income at the time you receive the intecgsvhen it accrues, depending on your
method of accounting for tax purposes.
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NOTESPURCHASED AT A PREMIUM

If you purchase your note for an amount in excéss @rincipal amount, you may elect to treat éxeess as amortizable bond premium. If
you make this election, you will reduce the amaewuired to be included in your income each yedn waspect to interest on your note

the amount of amortizable bond premium allocablh&t year, based on your note's yield to matuliityou make an election to amortize
bond premium, it will apply to all debt instrumentgher than debt instruments the interest on wisiexcludible from gross income, that you
hold at the beginning of the first taxable yeawttdch the election applies or that you thereaftejuére, and you may not revoke it without the
consent of the Internal Revenue Service.

MARKET DISCOUNT
You will be treated as if you purchased your ndta market discount, and your note will be a madkistount note if:
- you purchase your note for less than its stagéddmption price at maturity and

- the difference between the note's stated redemptice at maturity and the price you paid foryoate is equal to or greater than 1/4 of 1
percent of your note's stated redemption priceatinty multiplied by the number of complete yetrshe note's maturity.

If your note's stated redemption price at matugitgeeds the price you paid for the note by less 1 of 1 percent multiplied by the number
of complete years to the note's maturity, the excesstitutes de minimis market discount, and titesrdiscussed below are not applicable to
you.

You must treat any gain you recognize on the migtori disposition of your market discount note edirtary income to the extent of the
accrued market discount on your note. Alternativetu may elect to include market discount in ineccarrently over the life of your note. If
you make this election, it will apply to all debstruments with market discount that you acquiremwafter the first day of the first taxalt
year to which the election applies. You may nobkevthis election without the consent of the In&iRRevenue Service. If you own a mar
discount note and do not make this election, ydugenerally be required to defer deductions faeiast on borrowings allocable to your n
in an amount not exceeding the accrued market giigam your note until the maturity or dispositimiyour note.

You will accrue market discount on your market disat note on a straight-line basis unless you éteatcrue market discount using a
constant-yield method. If you make this electiamyill apply only to the note with respect to whiiths made and you may not revoke it.

SALE, EXCHANGE OR REDEMPTION OF THE NOTES

You will generally recognize gain or loss on thieeseedemption or exchange of your note (other #haonversion of your note into common
stock) equal to the difference between the amoontrgalize on the sale or redemption and your &sishin your note. Your tax basis in your
note will generally be the amount paid for youreyahcreased by any market discount and de minimaisket discount previously included in
income with respect to your note, and decreaseahigyamortizable bond premium applied to reducedsteon your note. This gain or loss
will be capital gain or loss when you sell or exope or we redeem your note, except to the extérthatable to accrued but unpaid interes
market discount. Gain attributable to accrued Impiaid interest or market discount will be taxaldeadinary income. Capital gain of a
noncorporate United States holder is generallydatea maximum rate of 20% where the property id hwre than one year. Your ability to
deduct capital losses may be limited.
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CONVERSION OF THE NOTES

You generally will not recognize any income, gaidass upon conversion of a note into shares oftconmmon stock except (i) to the extent
such shares are considered attributable to acénterést or market discount not previously incluéiethcome and, thus, are taxable as
ordinary income or (ii) with respect to cash reeeivn lieu of a fractional share. Your tax basishiea shares received on conversion of a note
will be the same as your adjusted tax basis imtte at the time of the conversion, reduced bylasys allocable to a fractional share interest
for which you received cash. The holding periodtfer shares received on conversion will generaltjuide the holding period of the note
converted. However, your tax basis in shares censttattributable to accrued interest or marketadiat generally will equal the amount of
such accrued interest or market discount includeddome, and the holding period for such sharéishegin on the day after the conversion.
Moreover, the tax consequences of receiving a 'taske whole" payment in connection with a provisibredemption are unclear.

Although neither the applicable Treasury Regulatioar any case law specifically address whethaish tmake whole" payment should be
treated as gain from the sale of a capital assetemest income, it would be reasonable to tieatreceipt of this payment as capital gain.
However, the Internal Revenue Service could contkatithe payment should be treated as additiomaldst income. Your basis in any
shares received in a conversion should not betafldry receipt of a cash "make whole" payment. Maasgis in any shares received in
connection with any stock "make whole" payment &thegual their fair market value on the redemptiate.

Cash received in lieu of a fractional share upamveesion will be treated as a payment in exchang#hk fractional share. Accordingly, the
receipt of cash in lieu of fractional shares gelhexaill result in capital gain or loss (measureglthe difference between the cash received for
the fractional share and your adjusted tax badisarfractional share).

DIVIDENDS AND CONSTRUCTIVE DIVIDENDS

If you convert your notes into our common stocky yaust include in your gross income the gross amofiany dividend paid by us out of
our current or accumulated earnings and profitslesisrmined for United States federal income tap@ses. Distributions in excess of our
current and accumulated earnings and profits willrbated as a return of capital to the extenbaof yasis in the common stock, and
thereafter as capital gain. If you are a corpodht& shareholder, you would be able to claim a deoiu equal to a portion of any dividends
received, subject to generally applicable limitai@n that deduction.

You may, in certain circumstances, be deemed te heseived a constructive distribution if the caisi@n price of your notes is adjusted.
Adjustments to the conversion price pursuant torzalfide reasonable adjustment formula which ha®ffect of preventing the dilution of
the interest of the holders of the notes, howewérgenerally not be considered to result in astoanctive distribution of stock. Certain of the
possible adjustments provided in your notes, irialgidwithout limitation, adjustments made to refl&axable dividends to our stockholders,
will not qualify as being pursuant to a bona fidasonable adjustment formula. If these adjustmaetsnade, you will be deemed to have
received constructive distributions taxable asdinids to the extent of our current and accumulededings and profits, even though you t
not received any cash or property as a resultefetadjustments. In certain circumstances, theréadf the notes to provide for such an
adjustment may also result in taxable dividend inedo you.

If you convert your notes into our common stocky distributions of additional shares to you witlsgect to common stock that are made as
part of a pro rata distribution to all of our sHaolkelers generally will not be subject to Unitedt8safederal income tax.
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SALE OF COMMON STOCK

If you sell or otherwise dispose of your commorcktgou will recognize capital gain or loss for téd States federal income tax purposes
equal to the difference between the proceeds yariwe and your tax basis in your common stock. ahgain of a noncorporate United
States holder is generally taxed at a maximumat29% where the property is held more than one,yeal 18% where the property is held
for more than five years. Your ability to deducpital losses may be limited.

BACKUPWITHHOLDING AND INFORMATION REPORTING

In general, if you are a noncorporate United Sthtdder, we and other payors are required to rapdtte Internal Revenue Service all
payments of principal, any interest or constructixédends on your note, and any dividends on ymunmon stock. In addition, we and other
payors are required to report to the Internal Raeedervice any payment of proceeds of the salewf gote or common stock before
maturity within the United States.

Additionally, backup withholding will apply to arigterest or dividend payments if you fail to prowidn accurate taxpayer identification
number, or you are naotified by the Internal ReveSaevice that you have failed to report all intéeesd dividends required to be shown on
your federal income tax returr
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SELLING SECURITYHOLDERS

The notes were originally issued by us to theahpurchaser in a transaction exempt from the tegisn requirements of the Securities Act

of 1933, and were immediately resold by the inipatchaser to persons reasonably believed by thdra tqualified institutional buyers" as
defined by Rule 144A under the Securities Act. $bking securityholders, including their transfexggledgees or donees or their successors,
may from time to time offer and sell pursuant ti3 firospectus or a supplement hereto any or dlehotes and common stock into which
notes are convertible.

The table below sets forth the name of each seflegayirityholder, the aggregate principal amoumtaiés beneficially owned by each selling
securityholder that may be offered under this peeys and the number of shares of common stockihich the notes are convertible. We
have prepared the table based on information divers by or on behalf of the selling securityhotden or prior to January 22, 2002. Unless
set forth below, to our knowledge, none of theisglsecurityholders has, or within the past threarg has had, any material relationship with
us or any of our predecessors or affiliates or fieiladly owns in excess of 1% of our outstandingrmeoon stock (the percentage of beneficial
ownership is based on Rule 13d-3(d)(i) of the Exg@aAct, using 31,847,735 shares of stock outstanaé of December 31, 2001 and, for
each holder, treating as outstanding the numbshafes of common stock issuable upon conversiafl tifat holder's notes, but assuming no
conversion of any other holder's notes and notiing shares of common stock that may be issuagiwpon purchase of notes by us at the
option of the holder. The selling securityholdemsynoffer all, some or none of the notes or comnionksinto which the notes are convertil
Because the selling securityholders may offer miame portion of the notes or the common stoclesimnate can be given as to the amount
of the notes or the common stock that will be hsldhe selling securityholders upon terminatioraoy sales. In addition, the selling
securityholders identified below may have soldp$farred or otherwise disposed of all or a portibtheir notes since the date on which they
provided the information regarding their notesransactions exempt from the registration requirdmehthe Securities Act.

Information concerning the selling securityholderay change from time to time and any changed indtion will be set forth in supplements
to this prospectus if and when necessary.

AGGREGA TE PRINCIPAL
AMOUN T OF NOTES PERCENTAGE OF NUMBER OF SHARES OF
BENEFIC IALLY OWNED NOTES COMMON STOCK
NAME AND OFFERED OUTSTANDING OFFERED(1)
Alpine AsSsoCiates.........cccceeeeeuvnen. 6 ,420,000 5.1 215,255
Alpine Partners, L.P. ..........ccueee.. 880,000 * 29,505
Bank Austria Cayman Islands, Ltd.......... 4 ,525,000 3.6 151,718

Bankers Trust Company Trustee for Daimler
Chrysler Corp. Emp. #1 Pension Plan

Dated April 1, 1989(3)......ccccuveeen. 3 ,780,000 3.0 126,739
BTPO Growth vs Value...................... 2 ,000,000 1.6 67,057
CALAMOS Market Neutral Fund -- CALAMOS

Investment Trust........cccccceeeeen. 8 ,600,000 6.9 288,348
CFFX, LLC(3).tvveeeeiiiiieeeiiiieae e 2 ,000,000 1.6 67,057
Clinton Multistrategy Master Fund,

LEd. o 1 ,600,000 13 53,646
Clinton Riverside Convertible Portfolio

Limited.......ccooiviiiieiiiieeee 2 ,400,000 1.9 80,469
Consulting Group Capital Markets Funds.... 345,000 * 11,567
DE Shaw Investments, L.P.(3).............. 900,000 * 30,176
DE Shaw Valence, L.P.(3)....cc.ccccocuune 3 ,600,000 2.9 120,704
Deutsche Banc Alex Brown Inc.(2).......... 13 ,237,000 10.6 443,822
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AGGREGA TE PRINCIPAL

AMOUN T OF NOTES PERCENTAGE OF NUMBER OF SHARES OF
BENEFIC IALLY OWNED NOTES COMMON STOCK
NAME AND OFFERED OUTSTANDING OFFERED(2)
Fidelity Advisor Series VII: Fidelity

Advisor Electronics Fund................ 500,000 * 16,764
Fidelity Financial Trust: Fidelity

Convertible SECS Fund................... 3 ,000,000 2.4 100,586
First Union Securities Inc.(2) ... . 14 ,500,000 11.6 486,169
Franklin and Marshall College............. 215,000 * 7,208
Franklin Investors Series Trust --

Convertible SECS Fund................... 2 ,000,000 1.6 67,057
Goldman, Sachs & C0.(2) ........cccuveeeee 65,000 * 2,179
HFR CA Select Fund.................. . 200,000 * 6,705
Highbridge International LLC(3)........... 6 ,500,000 5.2 217,937
JP Morgan Securities Inc.(2) ............. 1 ,000,000 * 33,528
KBC Financial Products (Cayman

ISIands)(3)..veeeeeveveeeiiiieeeee 2 ,000,000 1.6 67,057
KBC Financial Products USA Inc.(3) ....... 225,000 * 7,544
Kentfield Trading, Ltd.(3) ............... 18 ,307,000 14.6 613,813
Onex Industrial Partners Limited.......... 1 ,645,000 1.3 55,155
Ramius Capital Group...................... 200,000 * 6,705
RAM Trading Ltd 1 ,000,000 * 33,528
RCG HalifaX........ocouveeeiiiiiiieins 350,000 * 11,735
RCG Latitude Master Fund.................. 2 ,195,000 1.8 73,595
RCG Multi Strategy, LP...........c........ 1 ,530,000 1.2 51,299
Sage Capital..........cceoevvvveininnnns 4 ,000,000 3.2 134,115
San Diego County Employees Retirement

ASSOCIatioN.........cceveiiiiiiiees 2 ,000,000 1.6 67,057
SG Cowen Securities Corp.(2).......c...... 4 ,000,000 3.2 134,115
Silvercreek Il Limited.................... 980,000 * 32,858
Silvercreek Limited Partnership........... 875,000 * 29,337
State Street Bank Custodian for GE Pension

TrUSE(3).eeeeeeerereeeeeieee e 1 ,725,000 1.4 57,837
Zazove Hedged Convertible Fund L.P........ 2 ,000,000 1.6 67,057
Zazove Income Fund L.P................... 1 ,800,000 1.4 60,352
Zurich Institutional Benchmarks Master

Fund Ltd......cccvvveiiiieeeen, 1 ,000,000 * 33,528
Other selling securityholders............. 901,000 * 30,210

* Less than one percent.

(1) Assumes conversion of all of the holder's nates conversion rate of 33.5289 shares of comrumk er $1,000 principal amount of the
notes. This conversion rate is subject to adjustptewever, as described under "Description of BleteConversion Rights". As a result, the
number of shares of common stock issuable uponession of the notes may increase or decrease ifuthe. Does not include shares of
common stock that may be issued by us upon puraifazates by us at the option of the holder. Initald, the number of shares of common
stock listed for each holder does not include fomal shares. Holders will receive a cash adjustrf@rany fractional share amount resulting
from conversion of the notes, as described undestbption of Notes -- Conversion Rights."

(2) Selling securityholder is a broker-dealer arayrhe deemed an underwriter under the Securitiésltymurchased its securities in the
ordinary course of business and, at the time
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of purchase, had no agreements or understandiingstlg or indirectly, with any person regardingtdlistribution of the securities.

(3) Selling securityholder is an affiliate of a kev-dealer, purchased its securities in the orgicaurse of business and, at the time of
purchase, had no agreements or understandingstigioe indirectly, with any person regarding thstdbution of the securities.
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PLAN OF DISTRIBUTION

The notes and the common stock into which the rextesonvertible are being registered to permitipigecondary trading of these securities
by the holders thereof from time to time after dage of this prospectus. We will not receive anyhefproceeds from the offering of the notes
or the common stock by selling securityholders.

The selling securityholders, including their pledg®r donees, may sell the notes and the commok istio which the notes are convertible
directly to purchasers or through underwriterskbredealers or agents. If the notes or the comrtasksnto which the notes are convertible
are sold through underwriters or broker-dealers sitlling securityholder will be responsible fodenwriting discounts or commissions or
agent's commissions. These discounts, concessi@monissions as to any particular underwriterkbredealer or agent may be in excess of
those customary in the types of transactions irelv

The notes and the common stock into which the regonvertible may be sold in one or more tratitsas at fixed prices, at prevailing
market prices at the time of sale, at varying [@idetermined at the time of sale, or at negotipteats. Sales may be effected in transactions,
which may involve block transactions:

- on any national securities exchange or quotat@mice on which the notes or the common stock Inealjsted or quoted at the time of sale;
- in the over-the-counter market;

- in transactions otherwise than on exchangesroices or in the over-the-counter market; or

- through the writing of options.

In connection with sales of the notes and the comstock into which the notes are convertible oeaothise, the selling securityholders may
enter into hedging transactions with broker-dealsrgsch may in turn engage in short sales of thiesyand the common stock into which the
notes are convertible in the course of hedgingtstions they assume. The selling securityholdeag also sell short the notes and the
common stock into which the notes are convertibi& deliver the notes or the common stock into whitghnotes are convertible to close out
short positions, or loan or pledge the notes octmamon stock into which the notes are convertibleroker-dealers that in turn may sell the
securities.

The aggregate proceeds to the selling securityhofdem the sale of the notes or common stocktia@h the notes are convertible offered
by them hereby will be the purchase price of thes®er common stock less discounts and commissioarsy. Each of the selling
securityholders reserves the right to accept aggther with their agents from time to time, teeotj in whole or in part, any proposed
purchase of notes or common stock to be made Wirecthrough agents. We will not receive any df firoceeds from this offering.

In order to comply with the securities laws of sostettes, if applicable, the notes and common staokwhich the notes are convertible may
be sold in these jurisdictions only through registieor licensed brokers or dealers. In additiorsame states the notes and common stoct
not be sold unless they have been registered difigddor sale or an exemption from registratianqualification requirements is available
and is complied with.

The selling securityholders and any underwriterskér-dealers or agents that participate in the sathe notes and common stock may be
"underwriters" within the meaning of Section 2(biYhe Securities Act. Any discounts, commissi@m)cessions or profit they earn on any
resale of the shares may be underwriting discoamtiscommissions under the Securities Act. Selleastyholders who are "underwriters"
within the meaning of Section 2(11) of the SecesitAct will be subject to the prospectus deliveaguirements of the Securities Act. The
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selling securityholders have acknowledged that tirederstand their obligations to comply with thevisions of the Exchange Act and the
rules thereunder relating to stock manipulatiomtipalarly Regulation M.

In addition, any securities covered by this progpethat qualify for sale pursuant to Rule 144 aleRL44A of the Securities Act may be sold
under Rule 144 or Rule 144A rather than pursuatitisoprospectus.

To the extent required, the specific notes or comstock to be sold, the names of the selling sgdwiders, the respective purchase prices
and public offering prices, the names of any agdedler or underwriter and any applicable commrssir discounts with respect to a
particular offer will be set forth in an accompamyiprospectus supplement or, if appropriate, a-gfisttive amendment to the registration
statement of which this prospectus is a part.

We entered into a registration rights agreementifertbenefit of the holders of the notes to regitteir notes and common stock under
applicable federal and state securities laws usgecific circumstances and at specific times. Bggstration rights agreement provides for
cross-indemnification of the selling securityhokland us and their and our respective directofiseo$ and controlling persons against
specific liabilities in connection with the offen@ sale of the notes and the common stock, inculiailities under the Securities Act. We
have agreed, among other things, to bear all exsemsher than underwriting discounts and sellimgmissions) in connection with the
registration and sale of the notes and the comrtomk €overed by this prospectus.

VALIDITY OF THE SECURITIES

The validity of the notes and of the common stoffkred by this prospectus will be passed upon fdvaxaced Energy by Sullivan &
Cromwell, Palo Alto, California.

EXPERTS

The consolidated financial statements and schexfulelvanced Energy Industries, inc. as of Decen®ier2000 and 1999 and for each of the
three years in the period ended December 31, 28fadporated by reference in this prospectus areublsre in the registration statement
have been audited by Arthur Andersen LLP, indepenhpeblic accountants, as indicated in their repuaiith respect thereto, and are included
herein in reliance upon the authority of said famexperts in giving said reports.

ADDITIONAL INFORMATION

We file annual, quarterly and special reports, pretatements and other information with the Seiasriand Exchange Commission, or SEC.
You may read and copy any document we file at t8€'S public reference rooms in Washington, D.C. @hitago, Illinois. Please call the
SEC at 1-800-SEC-0330 for further information o@e glublic reference rooms. The SEC's website iddolcat www.sec.gov and contains
reports, proxy and information statements and dtifermation regarding issuers who file electroificeOur website is located at
www.aei.com.

In this document, we "incorporate by reference"ittiermation we file with the SEC, which means that can disclose important informati
to you by referring to that information. The infaation incorporated by reference is considered tpaeof this prospectus, and later
information filed with the SEC will update and sugede this information. We incorporate by
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reference the documents listed below and any fitlings made with the SEC under Section 13(a)c),3(4 or 15(d) of the Exchange Act
until this offering is completed:

1. Our annual report on Form 10-K for the year endecember 31, 2000, including the information npomated by reference therein from
our definitive proxy statement relating to our 2@0thual meeting of stockholders;

2. Our quarterly reports on Form 10-Q for the gerarended March 31, June 30, and September 30; 2001
3. Our current reports on Form 8-K filed on Febyu2®, 2001, July 11, 2001 and September 10, 206 ; a
4. Our Form 8-A for registration of our common $tdited on October 12, 1995, as amended.

You may obtain copies of these filings, at no cbgtwriting or telephoning us at the following adsls:

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

Attention: Investor Relations

Telephone: (970) 221-4670

You should rely only on the information providedtls document or incorporated in this documentdfgrence. We have not authorized
anyone to provide you with different informationoty should not assume that the information in teisugnent, including any information
incorporated herein by reference, is accurate anptate other than that on the front of the damtm
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PART 11
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth all expenses, othan the underwriting discounts and commissiongapie by the Registrant in connection
with the sale of the securities being registerdtith® amounts shown are estimates except fordpistration fee and the filing fee.

Registration fe€......ccccovvvevvvevcceeiee $ 31,250
Legal fees and expenses.........ccceeeeeevvccees . $210,000
Accounting fees and expenses........ccccceeeeeeeeee $ 50,000
Trustee's feeS. .o $ 16,000
Printer's feeS...cccoovvvviviiieiieeieeeeee $ 50,000
Other EXPENSES....ccccvvveveiiiieiiieeiieeeees $190,000

TOTAL it $547,250

ITEM 15. INDEMNIFICATION OF OFFICERS AND DIRECTORS

As permitted by the Delaware General Corporatiow (GCL"), Advanced Energy's Restated Certificaténcorporation, as amended (the
"AE Certificate"), provides that no director shiadl personally liable to Advanced Energy or anyldtotder for monetary damages for breach
of fiduciary duty as a director, except for liatyili(i) for any breach of the duty of loyalty to ¥ahced Energy or its stockholders; (ii) for acts
or omissions not in good faith or involving inteartal misconduct or a knowing violation of the law;

(iii) under Section 174 of the DGCL; or (iv) foryatransaction from which the director derived ampioper personal benefit. While the AE
Certificate provides protection from awards for ratamy damages for breaches of fiduciary duty, @doot eliminate the director's duty of
care. Accordingly, the AE Certificate will not affiethe availability of equitable remedies, suctaasnjunction, based on a director's breac
the duty of care. The provisions of the AE Certéifee described above apply to officers of Advanceergy only if they are directors of
Advanced Energy and are acting in their capacitiestors, and does not apply to officers of AdsathEnergy who are not directors.

In addition, Advanced Energy's Bylaws provide thdvanced Energy shall indemnify its Executive Cdfie (as defined in Rule 3b-7
promulgated under the Exchange Act) and directord,any employee who serves as an Executive Officdirector of any corporation at
Advanced Energy's request, to the fullest extennjited under and in accordance with the DGCL,; ptest, however, that Advanced Energy
may modify the extent of such indemnification bgliiidual contracts with its Executive Officers aglidectors; and, provided further, that
Advanced Energy shall not be required to indemaify Executive Officer or director in connectiontwény proceeding (or part thereof)
initiated by such person unless: (i) such indematfon is expressly required to be made by law;

(i) the proceeding was authorized by the directdr8dvanced Energy; (iii) such indemnificationpsovided by Advanced Energy, in its sole
discretion, pursuant to the powers vested in Adedrienergy under the DGCL; or (iv) such indemnifimatis required to be made under
Article XI, Section 43, Subsection

(d) of Advanced Energy's Bylaws. Under the DGClediors and officers as well as employees and ididals may be indemnified against
expenses (including attorneys' fees), judgmeniesfand amounts paid in settlement in connectitim spiecified actions, suits or proceedir
whether civil, criminal, administrative or invesitive (other than an action by or in the rightte# torporation as a derivative action), if they
acted in good faith and in a manner they reasoradigved to be in or not opposed to the bestastsrof the corporation, and with respect to
any criminal action or proceeding, had no reasanahlse to believe their conduct was unlawful. Adeal Energy maintains a policy of
directors' and officers' liability insurance thasires Advanced Energy's
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directors and officers against the costs of defesesttlement or payment of a judgment under cetimumstances.

ITEM 16. EXHIBITS

EXHIBIT
NUMBER DESCRIPTION OF THE DOCUMENT
2.1 - Stock Purchase Agreement, dated No vember 16, 2001, by and

among Advanced Energy Industries, Inc., Advanced Energy
Japan K.K., Aera Japan Limited and Certain Stockholders of
Aera Japan Limited. The registrant agrees to furnish
supplementally a copy of Exhibits A through F-2 and Schedule
| through 11.4 to the SEC upon req uest.

(1)3.1 -- Restated Certificate of Incorporat ion of Advanced Energy
Industries, Inc.

(2)3.2 -- Bylaws of Advanced Energy Industri es, Inc.

(3)4.1 -- Registration Rights Agreement, dat ed as of August 22, 2001,
between Advanced Energy Industries , Inc. and Goldman, Sachs
& Co.

(4)4.2 -- Indenture, dated as of August 22, 2001, between Advanced
Energy Industries, Inc. and State Street Bank and Trust
Company of California, N.A., as Tr ustee

(*)5.1 -- Opinion of Sullivan & Cromwell

(*)8.1 -- Tax Opinion of Sullivan & Cromwell

(*)12.1 -- Computation of Ratio of Earnings t o Fixed Charges

23.1 -- Consent of Arthur Andersen LLP, in dependent public
accountants

(*)23.2 -- Consent of Sullivan & Cromwell (in cluded in Exhibit 5.1)

(*)23.3 -- Consent of Sullivan & Cromwell (in cluded in Exhibit 8.1)

(*)24.1 -- Power of Attorney

(*)25.1 -- Form T-1 Statement of Eligibility and Qualification of
Trustee

(1) Incorporated by reference to the Company's tedgrReport on Form 10-Q for the quarter endece &M, 2001 (File No. 00R6966), filec
August 13, 2001.

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

(3) Incorporated by reference to Exhibit 4.2 of Registrant's current report on Form 8-K filed &ember 10, 2001.

(4) Incorporated by reference to Exhibit 4.1 of Registrant's current report on Form 8-K filed $ember 10, 2001.

(*) Previously filed.

ITEM 17. UNDERTAKINGS

The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers ales are being made, a post-effective amendmehistoegistration statement:
(i) To include any prospectus required by Secti@(a)(3) of The Securities Act of 1933;

(i) To reflect in the prospectus any facts or dsaarising after the effective date of the regtstrastatement (or the most recent post-effective
amendment thereof) which, individually or in thegeggate, represent a fundamental change in themiaton set forth in the registration
statement. Notwithstanding the foregoing, any iasecor decrease in the volume of securities offéfélde total dollar value of securities
offered would not exceed that which was registessd) any deviation from

-2



the low or high end of the estimated maximum offgniange may be reflected in the form of prospefited with the Commission pursuant
Rule 424(b) if, in the aggregate, the changes lnrmae and price represent no more than 20 percemgehin the maximum aggregate offering
price set forth in the "Calculation of Registratieee" table in the effective registration statemantl

(iii) To include any material information with resgt to the plan of distribution not previously désed in the registration statement or any
material change to such information in the regigtrastatement;

provided, however, that paragraphs (1)(i) and ij1d6 not apply if the information required to beluded in a post-effective amendment by
those paragraphs is contained in periodic repoed With or furnished to the Commission by theisé@nt pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934, or the Exchahg, that are incorporated by reference in thgistration statement.

(2) That, for the purpose of determining any lidpilinder the Securities Act of 1933, each such-péfective amendment shall be deemed to
be a new registration statement relating to thar#ges offered therein, and the offering of suebigities at that time shall be deemed to be
the initial bona fide offering thereof.

(3) To remove from registration by means of a mditetive amendment any of the securities beingsteged that remain unsold at the
termination of the offering.

(4) That, for purposes of determining any liabililyder the Securities Act of 1933, each filingla# tegistrant's annual report pursuant to
Section 13(a) or 15(d) of the Securities Exchangeof 1934 (and, where applicable, each filing mfeaployee benefit plan's annual report
pursuant to Section 15(d) of the Exchange Act) isatcorporated by reference in this registragtatement shall be deemed to be a new
registration statement relating to the securitiésred therein, and the offering of such securitiethat time shall be deemed to be the initial
bona fide offering thereof.

(5) Insofar as indemnification for liabilities unddée Securities Act of 1933 may be permitted tectors, officers and controlling persons of
the registrant pursuant to provisions describdteim 15 above, or otherwise, the registrant has bewised that in the opinion of the
Securities and Exchange Commission such indemtidités against public policy as expressed in theusities Act and is, therefore,
unenforceable. In the event that a claim for indéication against such liabilities (other than theyment by the registrant of expenses
incurred or paid by a director, officer or contiofj person of the registrant in a successful defefi@ny action, suit or proceeding) is asse
by such director, officer or controlling personcionnection with the securities being registered régistrant will, unless in the opinion of its
counsel the matter has been settled by contrgiiergedent, submit to a court of appropriate jucisai the question whether such
indemnification by it is against public policy agpeessed in the Securities Act and will be govermgthe final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, the registrant certifies that it has readde grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this registration statement to be sigmeitsdehalf by the undersigned, thereunto
duly authorized, in Fort Collins, Colorado on Jamyu23, 2002.

ADVANCED ENERGY INDUSTRIES, INC.

BY: /'s/ M CHAEL EL-H LLOW

M CHAEL EL-H LLOW
(Senior Vice President and
Chi ef Financial Oficer)

Pursuant to the requirements of the SecuritiesoA&B33, this registration statement has been digpyehe following persons in the capaci
and on the dates indicated:

SIGNATURE TITLE DATE
* Chief Executive Officer January 23, 2002

President & Chairman of the

Douglas S. Schatz Board (Principal Executive
Officer)

/sl MICHAEL EL-HILLOW Senior Vice President and Chief January 23, 2002

Financial Officer (Principal

Michael El-Hillow Financial Officer & Principal

Accounting Officer)

* Director January 23, 2002

G. Brent Backman

/s/ RICHARD P. BECK Director January 23, 2002

Richard P. Beck

* Director January 23, 2002
Trung Doan
* Director January 23, 2002

Arthur A. Noeth

* Director January 23, 2002

Elwood Spedden

* Director January 23, 2002

Gerald Starek

* Director January 23, 2002

Arthur W. Zafiropoulo

*By: /s RICHARD P. BECK

As Attorney-in-Fact
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EXHIBIT INDEX

EXHIBIT
NUMBER DESCRIPTION OF THE DOCUMENT
2.1 -- Stock Purchase Agreement, dated No vember 16, 2001, by and

among Advanced Energy Industries, Inc., Advanced Energy
Japan K.K., Aera Japan Limited and Certain Stockholders of
Aera Japan Limited. The registrant agrees to furnish
supplementally a copy of Exhibits A through F-2 and Schedule
| through 11.4 to the SEC upon req uest.

(1)3.1 -- Restated Certificate of Incorporat ion of Advanced Energy
Industries, Inc.

(2)3.2 -- Bylaws of Advanced Energy Industri es, Inc.

(3)4.1 -- Registration Rights Agreement, dat ed as of August 22, 2001,
between Advanced Energy Industries , Inc. and Goldman, Sachs
& Co.

(4)4.2 -- Indenture, dated as of August 22, 2001, between Advanced
Energy Industries, Inc. and State Street Bank and Trust
Company of California, N.A., as Tr ustee

(*)5.1 -- Opinion of Sullivan & Cromwell

(*)8.1 -- Tax Opinion of Sullivan & Cromwell

(*)12.1 -- Computation of Ratio of Earnings t o Fixed Charges

23.1 -- Consent of Arthur Andersen LLP, in dependent public
accountants

(*)23.2 -- Consent of Sullivan & Cromwell (in cluded in Exhibit 5.1)

(*)23.3 -- Consent of Sullivan & Cromwell (in cluded in Exhibit 8.1)

(*)24.1 -- Power of Attorney

(*)25.1 -- Form T-1 Statement of Eligibility and Qualification of
Trustee

(1) Incorporated by reference to the Company's @dgrReport on Form 10-Q for the quarter endece R®, 2001 (File No. 0026966), filec
August 13, 2001.

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

(3) Incorporated by reference to Exhibit 4.2 of Registrant's current report on Form 8-K filed ®ember 10, 2001.
(4) Incorporated by reference to Exhibit 4.1 of Registrant's current report on Form 8-K filed ®ember 10, 2001.

(*) Previously filed.



EXHIBIT 2.1
STOCK PURCHASE AGREEMENT
BY AND AMONG
ADVANCED ENERGY INDUSTRIES, INC.
ADVANCED ENERGY JAPAN K K.
AERA JAPAN LIMITED
AND
CERTAIN STOCKHOLDERS OF AERA JAPAN LIMITED

Dated November 16, 2001
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STOCK PURCHASE AGREEMENT

This Stock Purchase Agreement ("Agreement") is needef the 16th day of November, 2001, by and anfahgnced Energy Industries,
Inc., a Delaware corporation with its principalioff at 1625 Sharp Point Drive, Fort Collins, Cobr@&80525 (the "Parent"), Advanced Ene
Japan K.K., a Japanese corporation with its pradajffice at Towa Edogawabashi Building, 347, Yamidkcho, Shinjuku-ku, Tokyo, Japan
(or such other entity designated by the Parent,Blger"), Aera Japan Limited, a Japanese corpamatiith its principal office at 2971-8,
Ishikawa-Cho, Hachioji-Shi, Tokyo, Japan (the "Camyg"), and the stockholders of the Company listedohedule | attached hereto (the
"Stockholders").

Preliminary Statements

1. Each of the Stockholders owns, or has the tigpurchase, as indicated, the number of the isanddutstanding shares (collectively, the
"Shares") of the common stock, Y.500 par valueghare (the "Common Stock"), of the Company sehfopgposite such Stockholder's name
on Schedule 1.

2. The Buyer desires to purchase, and the Stoc&holtksire to sell, the Shares for the consideratt forth below, subject to the terms and
conditions of this Agreement.

3. Simultaneously with the Closing (as defined éct®n 1.1 below), the Buyer shall purchase, purst@aMinority Stock Purchase
Agreements, the form of which is attached heretBxdsbit A ("Minority Stock Purchase Agreement'ioifn some or all of the stockholders
the Company set forth on Schedule Il attached bétké "Minority Stockholders") the shares of Conm&iock held by such Minority
Stockholders (the "Minority Shares"). The Shares ttne Minority Shares together shall representadtl 97.1% of the outstanding capital
stock of the Company. The Minority Stockholders velgoee to sell Minority Shares to the Buyer aremrefd to herein as the "Selling
Minority Stockholders."

NOW, THEREFORE, in consideration of the mutual pises hereinafter set forth and other good and Béduzonsideration, the receipt a
sufficiency of which are hereby acknowledged, theips hereby agree as follows:

1. PURCHASE AND SALE OF THE SHARES.

1.1 PURCHASE OF THE SHARES FROM THE STOCKHOLDERSbf&ct to and upon the terms and conditions ofAlgissement, at the
closing of the transactions contemplated by thise&gent (the "Closing"), each Stockholder shall s@insfer, convey, assign and deliver to
the Buyer, and the Buyer shall purchase, acquideagoept from each Stockholder, all the Shares dwgesuch Stockholder, as set forth
opposite such Stockholder's name on Schedulethed€losing, each Stockholder shall deliver toBlger certificates evidencing the Shares
owned by such Stockholder.

1.2 FURTHER ASSURANCES. At any time and from tiroditne after the Closing, at the Buyer's requedtwithout further consideration,
each of the Stockholders shall promptly executedmiider such instruments of sale, transfer, coameg, assignment a



confirmation, and take all such other action asBhger may reasonably request to effect the transteveyance and assignment of the
Shares to the Buyer, to register the Buyer's nantieed Company's stockholders' register, to confirenBuyer's title to all of the Shares owt
by such Stockholder immediately prior to the Clgsito put the Buyer in actual possession and opgrabntrol of the assets, properties and
business of the Company and the Subsidiaries faseedan Section 3.3 hereof), to assist the Bupesxercising all rights with respect thereto
and otherwise to carry out the full purpose andrihbf this Agreement.

1.3 PURCHASE PRICE FOR THE SHARES.

(a) The purchase price per Share shall be cashamaunt equal to Y.5,784,000,000 subject to anygtthents (as defined in

Section 1.4) (the "Base Price"), divided by theraggte number of shares of Common Stock outstaratirgj the Closing (such per Share
price multiplied by the total number of Shares, fharchase Price"). The Shares underlying the Aay#arrant (as defined in Section 8.11)
shall be deemed to be outstanding as of the Clp&ingurposes of calculating the Purchase Price.

(b) At the Closing, except as provided pursuarthélndemnification Agreement dated as of the dateof between the Buyer and Hisanori
Aoyama (the "Aoyama Indemnification Agreement"g Buyer shall deliver the Purchase Price, les&#teow Amount (as defined in
paragraph (c) below), to the Stockholders by wimedfer of immediately available funds in Japangeseto the accounts that shall be
designated by the Stockholders at least 5 bustegsprior to the Closing, provided that no Stod#tebshall designate more than one
account to which such Stockholder's funds are tddbigered. The yen amount to be delivered to &tolekholder, assuming no Adjustments
are made, is set forth on Schedule I.

(c) At the Closing, the Buyer shall deliver to t&treet Bank and Trust Company, as escrow agesti@w Agent") cash in an amount eq
to twelve percent (12%) of the Purchase Price'#serow Amount"), to be held in an account (the S&ee Account") pursuant to the terms
of an escrow agreement among the Buyer, the Stdad&iwand the Escrow Agent in the form attacheeétoeas Exhibit B (the "Escrow
Agreement"), to satisfy all or part of any clainas indemnity pursuant to Section 10 hereof.

(d) The Escrow Amount shall be deducted pro ratefthe portion of the Purchase Price payable th 8aockholder, it being understood tl
for purposes of calculating each Stockholder'srata share of the Escrow Amount, the portion ofRhechase Price payable to Hisanori
Aoyama shall be determined without regard to thgahoa Indemnification Agreement. Each Stockholdadportionate share of the Escrow
Amount is set forth on Schedule I.

1.4 ADJUSTMENTS TO THE BASE PRICE. The Base Pritallsbe adjusted as follows (each an "Adjustment!,zollectively,
"Adjustments"):

(a) If the Company's stockholders' equity as of énkser 30, 2001 (as reflected in the November 200dnEial Statements, as defined in
Section 6.3) is less than Y.3.0 billion, and if Bweyer elects (in its sole discretion) to complie purchase of the Shares, then the Base Price
shall be reduced by the amount of the shortfall.



(b) If Section 12.4 is applicable, the Base Pritallsbe adjusted as set forth therein.

1.5 CLOSING. The Closing shall take place at tHee$ of Mitsui, Yasuda, Wani & Maeda, Akasaka 2P1dza Building, 14-32, Akasaka 2-
chome, Minatu-ku, Tokyo, Japan at 10:00 a.m., Tokiyoe, on January 10, 2002, or at such other pliroe, or date as may be mutually
agreed upon in writing by the parties. The aboveremced scheduled date for the Closing, or sucératate as may be mutually agreed upon
in writing by the parties, is hereinafter refertedas the "Closing Date."

1.6 STOCKHOLDERS' REPRESENTATIVE.

(@) In order to administer efficiently (i) the deténation of the Adjustment Amount (as defined gcfon 12.4 hereof), (ii) waiver of any
condition to the obligations of the Stockholdergémsummate the transactions contemplated herépyhé defense and/or settlement of any
claims for which the Stockholders may be requimethtiemnify the Buyer or the Company pursuant tcti8e 10 hereof, and (iv) any rights
or obligations of the Stockholders pursuant to Agseement or the Escrow Agreement, the Stockhsltereby designate Hisanori Aoyama
as their representative (the "Stockholders' Reptatee").

(b) The Stockholders hereby authorize the StocldisldRepresentative (i) to make all decisionsiredab the determination of the
Adjustment Amount, (ii) to take all action necegsiarconnection with the waiver of any conditiontb@ obligations of the Stockholders to
consummate the transactions contemplated herellye atefense and/or settlement of any claims fachvthe Stockholders may be required
to indemnify the Buyer or the Company pursuantaoti®n 10 hereof, (iii) to give and receive allines required to be given under this
Agreement, and (iv) to take any and all additianztlon as is contemplated, permitted or requirethbyterms of this Agreement or the
Escrow Agreement to be taken by or on behalf ofStoekholders.

(c) In the event that the Stockholders' Represieetdies, becomes unable to perform his respoitsisihereunder or resigns from such
position, Stockholders (or their respective suamessseirs or executors) holding, prior to the @igsa majority of the Shares as set forth on
Schedule | shall promptly select another represgstto fill such vacancy and such substituted espntative shall be deemed to be the
Stockholders' Representative for all purposesisfAlgreement.

(d) All decisions and actions by the StockholdBepresentative, including, without limitation, asxygreement between the Stockholders'
Representative and the Buyer relating to the detertion of the Adjustment Amount or the defensseattlement of any claims for which the
Stockholders may be required to indemnify the Buayat/or the Company pursuant to Section 10 hesbald] be binding upon all of the
Stockholders, and no Stockholder shall have thw tobject, dissent, protest or otherwise corttessame.

(e) By their execution of this Agreement, the Staalklers agree that:
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(i) the Buyer and the Parent shall be able to ecelyclusively on the instructions and decisionshef $tockholders' Representative as to the
determination of the Adjustment Amount, the setdatof any claims for indemnification by the Bugerthe Company pursuant to
Section 10 hereof, the taking of any action purst@the Escrow Agreement or as to any other astarthorized to be taken by the
Stockholders' Representative hereunder, and ng pareunder shall have any cause of action agtiaduyer or the Parent for any action
taken by the Buyer or the Parent in reliance upenrstructions or decisions of the Stockholdeepri@sentative;

(i) all actions, decisions and instructions of Bteckholders' Representative shall be conclugigebénding upon all of the Stockholders, and
no Stockholder shall have any cause of action ag#ie Stockholders' Representative for any actiken, decision made or instruction given
by the Stockholders' Representative under this émgent or the Escrow Agreement;

(iii) the provisions of this Section 1.6 are indegdent and severable, are irrevocable and couplddaniinterest and shall be enforceable
notwithstanding any rights or remedies that angl&tolder may have in connection with the transastiocontemplated by this Agreement;

(iv) money damages for any breach of the provisifrthis Section 1.6 would be inadequate;

(v) the provisions of this Section 1.6 shall beding upon the executors, heirs, legal represemsiind successors of each Stockholder, and
any references in this Agreement to a Stockholdéne Stockholders shall mean and include the sisore to the Stockholder's or
Stockholders' rights hereunder, whether pursuatgstamentary disposition, the laws of descentdistdibution or otherwise; and

(vi) the Stockholders' Representative shall haeeritfht, power and authority to execute and delorebehalf of each Stockholder the Escrow
Agreement and any other agreements, certificatésrstruments contemplated by this Agreement oes®&ary or appropriate to facilitate the
Closing.

(f) All fees and expenses incurred by the StockbiddRepresentative shall be paid by the Stockh®ideproportion to their ownership of
Shares as set forth on Schedule I.

1.7 CURRENCY. All references herein to "dollars™# shall refer to the currency of the United 8&tand all references herein to "yen" or
"Y." shall refer to the currency of Japan. Amougitgen in this Agreement in yen shall include amauntother currencies, on an as-
converted-to-yen basis, based upon the applicaicleamge rate, as quoted by The Wall Street Jounnahe date of this Agreement.

2. REPRESENTATIONS OF THE STOCKHOLDERS REGARDING HISHARES.
Each Stockholder severally represents and wartarnte Buyer and the Parent as follows:
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2.1 OWNERSHIP OF SHARES. Except as set forth ineBale 2.1, such Stockholder has good and marketiflblefree and clear of any and
all Share Encumbrances (as defined below), tofdheShares listed on Schedule | as being ownesiibly Stockholder. The Shares listed
opposite such Stockholder's name on Schedule tittesall of the shares of capital stock of thex@pany beneficially owned by such
Stockholder. Subject to approval by the Board a&Btors of the Company pursuant to the Companytisl@&s of Incorporation, which
approval has been (or on or prior to the Closingveive been) obtained, such Stockholder has theidat, power and authority to transfer,
convey and deliver to the Buyer at the ClosingShares owned by such Stockholder and, upon constiomtd the sale of the Shares
contemplated hereby, the Buyer will acquire fromrs8tockholder good and marketable title to sucir&) free and clear of all Share
Encumbrances. "Share Encumbrances" means angdidet, liens, charges, claims, options, pledgesng trusts, proxies, stockholder or
similar agreements, security interests, mortgagresmbrances or restrictions of any kind, othen #iyaplicable securities law restrictions and
restrictions under the Company's Articles of Incogtion.

2.2 AUTHORITY. Such Stockholder has all requisitemer and authority to execute and deliver this &grent and to perform such
Stockholder's obligations hereunder. This Agreerhastbeen duly and validly executed and deliveyesiich Stockholder and constitutes
valid and legally binding obligations of such Stholder, enforceable against such Stockholder inraleace with its terms.

2.3 NONCONTRAVENTION. Neither the execution andidety of this Agreement by such Stockholder nor¢besummation by such
Stockholder of the transactions contemplated hewalby(i) conflict with or violate any provisionfa/A) the Articles of Incorporation, Share
Handling Regulation or Regulations of the Boardatctors of the Company or (B) the articles ofdroration, certificate of incorporation,
bylaws or other charter documents of any of itssgliaries (as defined in Section 3.3 hereof);gigept as set forth in Schedule 2.3, require
on the part of such Stockholder any filing withamry permit, authorization, consent or approvahaf; court, arbitral tribunal, administrative
agency or commission or other governmental or eguy authority or agency except where the faitorebtain the same will not have a
material adverse effect on the Shares, Buyer'ssrigihd title thereto or the transactions conteraglaereby; (iii) result in the imposition of
any Share Encumbrance upon the Shares owned bySsockholder; or (iv) violate any order, writ, imiction, decree, law, statute, rule or
regulation applicable to such Stockholder or toShares owned by such Stockholder.

2.4 ENGLISH LANGUAGE AGREEMENT. This Agreement hiasen prepared in English. Any translations of &gseement or any portion
thereof have been for reference purposes only laaitirsot control the content or interpretation ofgrovision of this Agreement. The
Stockholder either (a) has a sufficient commanthefEnglish language to understand the full intérgach provision of this Agreement or
has consulted with such Stockholder's advisors awve such command of the English language to etisatsuch Stockholder understands
the full intent of each provision of this Agreement



3. REPRESENTATIONS OF THE STOCKHOLDERS AND THE COM®Y REGARDING THE COMPANY.
Each of the Stockholders and the Company, joinily severally, represents and warrants to the Biingdr

3.1 ORGANIZATION. The Company is a corporation dahganized and validly existing under the lawsagiah, and has all requisite power
and authority (corporate and other) to own its préps, to carry on its business as now being cctiediito execute and deliver this
Agreement and the agreements contemplated hergrtpaconsummate the transactions contemplatedyared thereby. The Company is
duly qualified to do business and in good standingl jurisdictions in which its ownership of prefy or the character of its business reqt
such qualification. A certified copy of the Artisl®f Incorporation of the Company, as amended te, ties been previously delivered to the
Buyer, is complete and correct, and no amendmexvts heen made thereto or have been authorizedtsiackate thereof.

3.2 CAPITALIZATION OF THE COMPANY. The Company's thorized capital stock consists of 250,000 shaf&oonmon Stock, Y.500
par value per share, of which 68,000 shares anedsand outstanding on the date hereof and 73}t@@s shall be issued and outstanding
immediately prior to the Closing, and, in each ¢casdd of record and beneficially by the Stockhosdend Minority Stockholders. All such
issued and outstanding shares of Common Stockltese, and on the Closing Date will be, duly anddiaissued and are, and on the
Closing Date will be, fully paid and non-assessableept as set forth in Schedule 3.2 attacheddeteere are not, and on the Closing Date
there will not be, outstanding (i) any options, waats or other rights to purchase from the Comganryycapital stock of the Company; (ii) a
securities issued by the Company convertible intexachangeable for shares of such stock; or (iy) @ther commitments of any kind for the
issuance of additional shares of capital stockpbioas, warrants or other securities of the Compéaloyother type of stock (other than
common stock) of the Company is issued and outstgn@he Company holds no shares of the issuedatsianding shares of Common
Stock in the treasury of the Company. The Compasydomplied in full with the Japanese Corporatiawland other applicable laws with
respect to the provision to its stockholders opooate, financial and other information.

3.3 SUBSIDIARIES.
(a) Schedule 3.3 attached hereto sets forth:

(i) the name and percentage ownership by the Compla@ach corporation, partnership, joint venturether entity in which the Company
has, directly or indirectly, an equity interestnegenting more than 50% of the capital stock tHeseother equity interests therein
(individually, a "Subsidiary" and, collectively,gtSubsidiaries");

(if) the name and percentage ownership by any &tadkr of each corporation, partnership, joint veator other entity in which such
Stockholder has, directly or indirectly, an equitierest representing more than 50% of the cagfitalk thereof or other equity interests
therein, which has or at any time in the past figars has had a



relationship with the Company or any of the Sulzsids (individually, an "Affiliated Entity" and delctively, the "Affiliated Entities");
(iii) the jurisdiction of incorporation or organizan, capitalization and ownership of each Subsydéand Affiliated Entity;
(iv) the names of the officers, directors, partreard members (as the case may be) of each SulysididrAffiliated Entity; and

(v) the jurisdictions in which each Subsidiary &ftlliated Entity is qualified or holds licenses tlm business as a foreign corporation or ¢
foreign entity.

(b) Except as set forth in Schedule 3.3, the Comjpams of record and beneficially all of the outsteng shares of capital stock of each of
Subsidiaries free and clear of all covenants, d@d, restrictions, liens, charges and encumbiance

(c) Each of the Subsidiaries and Affiliated Enstis a corporation or other entity duly organizad salidly existing and in good standing
under the laws of the jurisdiction of its incorpiioa or organization and has all requisite powet auathority to own its properties and carry

on its business as now being conducted. Each @ uhsidiaries and Affiliated Entities is duly qdigld to do business and in good standing in
all jurisdictions in which its ownership of propgxr the character of its business requires sudltifqpation. Certified copies of the Articles
Incorporation, Bylaws (if any) and other governingtruments of the Subsidiaries and Affiliated Hes, each as amended to date, have been
previously delivered to the Buyer, are complete emrdect, and no amendments have been made tlogreéve been authorized since the

of such delivery. The Company does not own, diyeatlindirectly, any capital stock of or other efguinterest representing more than 10% of
the equity of any corporation, partnership or otmity, other than the Subsidiaries. The sharespital stock of each Subsidiary as set forth
in Schedule 3.3 have been duly and validly issuebaae fully paid and non-assessable.

(d) Except as set forth in Schedule 3.3, none @R&hbsidiaries holds shares of its capital stodtsitreasury, and there are not, and on the
Closing Date there will not be, outstanding anyofiJions, warrants or other rights with respedhtcapital stock of any of the Subsidiaries,
(i) any securities convertible into or exchangesfolr shares of such stock, or (iii) any other camrants of any kind for the issuance of
additional shares of capital stock or options, aats or other securities of any of them.

3.4 AUTHORIZATION.

(a) The execution and delivery by the Company isf Agreement and the agreements provided for heaeith the consummation by the
Company of all transactions contemplated hereuadérthereunder by the Company, have been or wilktoe to the Closing duly authorizt
by all requisite corporate action, including appdvy the Board of Directors of the Company. Tharboof directors of the Company has ¢
approved, or prior to the Closing will duly approtee transfer of the Shares by the Stockholdetlseduyer, in
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accordance with the Articles of Incorporation cé thompany, and such approval as of the Closingnwilhave been modified or rescinded.

(b) This Agreement has been duly executed by thagamy and the Stockholders. This Agreement anckladir agreements and obligations
entered into and undertaken in connection withtithiesactions contemplated hereby to which the Compaany of the Stockholders is a
party constitute the valid and legally binding ghlions of the Company and the Stockholders, eeédrle against them in accordance with
their respective terms, except as enforceabilitthefsame may be limited by bankruptcy, insolvenegrganization, moratorium or other
similar laws affecting creditors' rights generailyby the exercise of judicial discretion in acamde with general principles applicable and
similar remedies.

(c) The execution, delivery and performance byGbenpany and the Stockholders of this Agreementla@égreements provided for herein,
and the consummation by the Company and the Stédasoof the transactions contemplated hereby fa@ekby, will not, with or without th
giving of notice or the passage of time or bothyi@late the provisions of any law, rule or redida applicable to the Company or any of the
Stockholders; (i) violate or conflict with any prision of the (A) Articles of Incorporation, Shatandling Regulation or Regulations of the
Board of Directors of the Company, or (B) artictésncorporation, certificate of incorporation, byls or other charter documents of any of
the Subsidiaries;

(iii) violate any judgment, decree, order or awaf@ny court, governmental body or arbitrator;igy €onflict with, result in a breach of,
constitute (with or without due notice or lapsdiofe or both) a default under, result in the aaegien of obligations under, create in any
party the right to accelerate, terminate, modifgancel, or require any payment or any notice, @onsr waiver under, any agreement,
instrument, contract or arrangement to which themm@any or any of the Subsidiaries is a party or bjctvthe Company or any of the
Subsidiaries, or any of their properties, is or rhaypound, or cause the creation of any lien, egharggncumbrance upon the properties or
assets of the Company or any of the Subsidiaries.

(d) Schedule 3.4 attached hereto sets forth ataregct and complete list of all consents and eygds of third parties that are required in
connection with the consummation by the Companythadtockholders of the transactions contemplayeithis Agreement.

3.5 FINANCIAL STATEMENTS.

(a) The Company or the Stockholders have previodelivered to the Buyer (i) the audited consoliddtalance sheet of the Company anc
Subsidiaries as of June 30, 2001 (the "CurrentriBal&sheet") and the related statements of incaimektwolders' equity, retained earnings
cash flows of the Company and the Subsidiarieghi®ffiscal year then ended (the "Current Finar8fatements"), and (ii) the audited
consolidated balance sheet of the Company anduhsi@aries as of June 30, 2000 (collectively wlith Current Balance Sheet, the "Audited
Balance Sheets") and the related statements aofiecstockholders' equity, retained earnings anld ftaa/s of the Company and the
Subsidiaries for the fiscal year then ended (ctitety with the Current Financial Statements, theidited Financial Statements"). The
Company or the Stockholders have also previoudiyeted to the Buyer the unaudited
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consolidated balance sheets of the Company angSlubsidiaries as of March 31, 2000, September 3W), 2December 31, 2000, March 31,
2001 and the statements of income, stockholdeu#tyegetained earnings and cash flows of the Cargzand the Subsidiaries for each of the
three month periods then ended (the "Historicaludiited Financial Statements"). The Audited Finan8tatements, the Historical Unaudited
Financial Statements and the Interim Financialedtaints (as defined in Section 6.3 hereof) are ctotkdy referred to herein as the "Financ
Statements." The Audited Financial Statements hedHistorical Unaudited Financial Statements haentprepared in accordance with U.S.
generally accepted accounting principles ("GAAHhe Audited Financial Statements have been autitddeloitte Touche Tomatsu, the
Company's independent public accountants, who dssnqualified Independent Auditor's Reports thereon

(b) The Financial Statements fairly present, othencase of the Interim Financial Statements, faitly present, as of their respective dates,
the financial condition, retained earnings, asantsliabilities of the Company and the Subsidiaaies the results of operations of the
Company's and the Subsidiaries' business for thedseindicated. With respect to contracts and ciments for the sale of goods or the
provision of services by the Company and the Sudsés$, the Audited Financial Statements and tretddical Unaudited Financial
Statements contain and reflect adequate reserhésh are consistent with previous reserves takamalf reasonably anticipated material
losses and an adequate accrual for all appropristis and expenses, and the Interim Financialr8eates will contain and reflect adequate
reserves for all reasonably anticipated materigdds and an adequate accrual for all appropriats and expenses. The amounts shown,
the case of the Interim Financial Statements, whiithbe shown, as accrued for current and defeimedme and other taxes in the Financial
Statements are, or, in the case of the Interimrfeéiiah Statements, will be, sufficient for the payrnef all accrued and unpaid income taxes,
interest, penalties, assessments or deficiencigicaple to the Company or any Subsidiary, whettigputed or not, for the applicable period
then ended and periods prior thereto.

(c) The book value of inventory reflected on theded Balance Sheets, as computed on an averagmetisod basis, is true and correct and
in conformity with GAAP. The related reserves satH in the footnotes to the Audited Financial &taénts are adequate and in conformity
with GAAP.

3.6 ABSENCE OF UNDISCLOSED LIABILITIES. Except asdiosed on Schedule 3.6 attached hereto, the Qonips no liability or
commitment (whether known or unknown, whether altgobr contingent, whether liquidated or unliquathtind whether due or to become
due), other than (i) the liabilities shown on then@pany's Current Balance Sheet, (ii) liabilitiemikar in nature to those shown on such
balance sheet, which have arisen since June 3Q,i8@8e ordinary course of business consistert pétst practice including with respect to
frequency and amount (the "Ordinary Course of Basst) and

(iif) any contractual and other liabilities incudren the Ordinary Course of Business not requingGBAP to be reflected on a balance sheet.

3.7 LITIGATION. Except as set forth on Schedul& &ttached hereto (a) there is no action, suitacgeding to which the Company or any
of the Subsidiaries is a party (either as a pltiiatidefendant) pending or, to the best knowledfjthe Company and the
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Stockholders, threatened before any court or goremal agency, authority, body or arbitrator andhe best knowledge of the Company
the Stockholders, there is no basis for any sutibrgcsuit or proceeding; (b) neither the Compaayany of the Subsidiaries, nor, to the best
knowledge of the Company and the Stockholders offiger, director or employee of any of the foraegmi has been permanently or
temporarily enjoined by any order, judgment or deanf any court or any governmental agency, authoribody from engaging in or
continuing any conduct or practice in connectiothwiie business, assets, or properties of the Coynpraany of the Subsidiaries; and

(c) there is not in existence on the date herepfoader, judgment or decree of any court, tribwradgency enjoining or requiring the
Company or any of the Subsidiaries to take anyadaif any kind with respect to its business, assefsoperties.

3.8 INSURANCE. Schedule 3.8 attached hereto setis fotrue, correct and complete list of all fileeft, casualty, general liability, workers
compensation, business interruption, environmemphirment, product liability, automobile and otlesurance policies maintained by the
Company or any of the Subsidiaries and of allitifurance policies maintained on the lives of aitheir employees, specifying the type of
coverage, the amount of coverage, the premiuninthweer and the expiration date of each such pdtollectively, the "Insurance Policies")
and all claims (including pending claims) made urgleeh Insurance Policies. True, correct and cotapepies of all Insurance Policies have
been previously delivered or disclosed by the Stotders or the Company to the Buyer. The Insur&adizies are in full force and effect a
are in amounts of a nature which are adequate astdroary for the Company's and the Subsidiarieshbss. All premiums due on the
Insurance Policies or renewals thereof have beieh @ad there is no default under the Insuranceiesl Except as set forth on Schedule 3.8,
neither the Company nor any of the Subsidiarieséesived any notice or other communication fromy iassuer of the Insurance Policies
canceling or materially amending any of the InsueaRolicies, materially increasing any deductilblesetained amounts thereunder, or
materially increasing the annual or other premipangable thereunder, and, to the best knowledgeeo€bmpany and the Stockholders, no
such cancellation, amendment or increase of ddalestiretainages or premiums is threatened. Exasepet forth on Schedule 3.8, neither the
Company nor any of the Subsidiaries has any outsigrclaims or any dispute with any insurance eamegarding claims, settlements or
premiums and neither the Company nor any of thesiflighies has failed to give any notice or presemt claim under any Insurance Policy
due and timely fashion. There are no outstandigqgirements or recommendations by any issuer ofithierance Policies or by any
governmental authority which requires or recommerdschanges in the conduct of the business @hprepairs or other work to be done
on or with respect to any of the properties or ssk the Company or any of the Subsidiaries.

3.9 PERSONAL PROPERTY. Schedule 3.9 attached hsettoforth

(i) a true, correct and complete list of all iteafgangible personal property (A) owned by the Campor any of the Subsidiaries as of the
date hereof having either a net book value peraméin estimated fair market value per unit in egagf Y.2,400,500; or (B) not owned by the
Company or any Subsidiary but in the possessi@r aed or useful in the business of the Compamngrof the Subsidiaries and having
rental payments therefor in excess of Y.180,000npanth or Y.1.8 million per year (collectively, theersonal Property"); and

(i) a description of the owner of, and any agreetmelating to the use of, each item of Personap®nty not owned by the
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Company or a Subsidiary and the circumstances wmkieh such Property is used. Except as disclas&thedule 3.9:

(a) with respect to the Personal Property ownetheyCompany or any Subsidiary, the Company orelevant Subsidiary, as the case may
be, has good and marketable title to each itemecdhal Property free and clear of all liens, lsasacumbrances, claims under bailment and
storage agreements, equities, conditional salesamis, security interests, charges and restristiercept for liens, if any, for personal
property taxes not due;

(b) no officer, director, stockholder or employdate Company or any Subsidiary, nor any spousié] oh other relative or affiliate thereof,
owns, or holds any interest in, directly or indihecin whole or in part, any of the Personal Pmypeéescribed in Schedule 3.9;

(c) each item of Personal Property not owned byGbmpany or a Subsidiary is in such condition ti@dn the return of such property to its
owner in its present condition at the end of thevant lease term or as otherwise contemplatetiéppplicable agreement between the
Company or the relevant Subsidiary, as the caseli@agind the owner or lessor thereof, the obligatmf the Company or the relevant
Subsidiary, as the case may be, to such ownessolavill be discharged;

(d) the Personal Property is in good operating itmmdand repair, normal wear and tear exceptedyisently used by either the Company or
the relevant Subsidiary in the ordinary courseé®biisiness and normal maintenance has been @aribigterformed with respect to the
Personal Property; and

(e) the Company and the Subsidiaries own or otlsenlvave the right to use all of the Personal Ptgpew used or useful in the operation of
their business or the use of which is necessargrfaseful in the performance of any material cactirletter of intent or proposal to which |
of them is a party.

3.10 INTANGIBLE PROPERTY. For purposes of this Agmeent, "Intangible Property" shall mean all intdahgiproperty owned by, or used
or useful in connection with the business of, tlien@any or any of the Subsidiaries, including, battlimited to, trade secrets, know-how,
any other confidential information of the Compamyaay of the Subsidiaries, Japanese and foreiggmpstutility models, designs, integrated
circuit models, trade names, trademarks, trade reardérademark registrations, domain names and idlomaane registrations, copyrights and
copyright registrations, and applications for afyhe foregoing. Schedule 3.10 attached heretofgetsa true, correct and complete list of
all Intangible Property owned by the Company or Sapsidiary that is registrable under applicable I@) all Intangible Property that is
owned by a party other than the Company or the iligbes, and (iii) all licenses or similar agreertseor arrangements to which the
Company or any of the Subsidiaries is a party eeifls licensee or licensor, with respect to thenigible Property. Except as otherwise
disclosed in Schedule 3.10:
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(a) with respect to Intangible Property owned sy @ompany or a Subsidiary, the Company or the asfe8ubsidiary, as the case may be, is
the sole and exclusive owner of all right, titledlanterest in and to the Intangible Property ahdesigns, permits, labels and packages used
on or in connection therewith, free and clear bfiahs, security interests, charges, encumbraremgsties or other adverse claims;

(b) the Company or the relevant Subsidiary, ax#s® may be, has the right and authority to uskt@oontinue to use after the Closing, the
Intangible Property in connection with the condofcits business in the manner presently condueted,such use or continuing use does not
and will not conflict with, infringe upon or violatany rights of any other person, corporation dityen

(c) none of the Company, the Subsidiaries or arth®fStockholders has received notice of, or hgkanwledge of any basis for, a pleading
or threatened claim, interference action or otbdigjal or adversarial proceeding against the Camma any of the Subsidiaries that any of
the operations, activities, products, servicesulrlipations of the Company or any of the Subsidmor any of their customers or distributors
infringes or will infringe any patent, trademanade name, copyright, trade secret or other prppigtt of a third party, or that the Company
or any of the Subsidiaries is illegally or othersvissing the trade secrets, formulae or properhtsigf others;

(d) there are no outstanding, nor to the best kadgé of the Company and the Stockholders, anytdmed disputes or other disagreements
with respect to any licenses or similar agreementgrangements described in Schedule 3.10 orredtpect to infringement by a third party
of any of the Intangible Property;

(e) the Intangible Property owned or licensed ley@ompany or the relevant Subsidiary, as the casebm, is sufficient to conduct the
Company's or the relevant Subsidiary's businesthieasase may be, as presently conducted;

(f) the Company or the relevant Subsidiary, ascte®e may be, has taken all steps reasonably necésgaotect its right, title and interest in
and to the Intangible Property and the continuedaithe Intangible Property;

(9) no officer, director, stockholder or employddtee Company or any Subsidiary, nor any spousié] oh other relative or affiliate thereof,
owns, or holds any interest in, directly or indihgcin whole or in part, any of the Intangible Pesty; and

(h) none of the Company, the Subsidiaries or angkbtolder has any knowledge that any third partyfisnging, will infringe or is
threatening to infringe upon or otherwise violatg af the Intangible Property in which the Companyany Subsidiary has ownership rights.

3.11 LEASES. Schedule 3.11 attached hereto sets(@y a true, correct and complete list as ofdhte hereof of all leases, rental agreements
and licenses for the use of real property, ideimgyseparately each lease, rental agreement aamiskg to which the Company or any of the
Subsidiaries is a party (collectively, the "Lea$e$tue, correct and complete copies of all Leasaball amendments, modifications and
supplemental agreements thereto,
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have previously been delivered by the Stockholdethe Company to the Buyer. The Leases are irfdutke and effect, are binding and
enforceable against each of the parties theredodnrdance with their respective terms and, exagget forth on Schedule 3.11, have not
been modified or amended since the date of deliteetiie Buyer. No party to any Lease has sentenritiotice to the other claiming that such
party is in default thereunder. Except as set forttschedule 3.11, there has not occurred any ewdoh would constitute a material breach
of or default in the performance of any covenagteament or condition contained in any Lease, asrthere occurred any event which with
the passage of time or the giving of notice or bwtiuld constitute such a material breach or defaééfther the Company nor any of the
Subsidiaries is obligated to pay any leasing ok&rage commission relating to any Lease and, exaepeét forth on Schedule 3.11, will not
have any obligation to pay any leasing or broke@memission upon the renewal of any Lease. Excepeaforth on Schedule 3.11, no
construction, alteration or other leasehold improgat work with respect to any of the Leases remiaifige paid for or to be performed by the
Company or any of the Subsidiaries. The Finandiafleé®nents contain adequate reserves to providbdaestoration of the property subject
to the Leases at the end of the respective Leaws t¢o the extent required by the Leases and basedrrently available information.

3.12 REAL ESTATE.

(a) Schedule 3.12A attached hereto contains adaregct and complete list of (i) the addresseslegal descriptions of all real property
owned by the Company or any Subsidiary (the "Rette"), (ii) the current use of each piece of Fesdte, including the names and
positions of each of the occupants, if any, angdil liabilities, liens, encumbrances, easememstrictions, reservations, tenancies,
agreements or other obligations affecting the Esgdte (collectively, the "Exceptions™). On the €itm Date, the Company or the relevant
Subsidiary, as the case may be, will have goody ctecord and marketable title to the Real Estete,and clear of all such Exceptions, other
than the permitted exceptions set forth on Sche8ldl2B (the "Permitted Exceptions").

(b) Except as set forth on Schedule 3.12A, no viak been performed on or materials supplied t&Réwd Estate within any applicable
statutory period which could give rise to mechawicsaterialman's liens that can be enforced agdirsReal Estate.

(c) There is no pending or threatened condemnati@minent domain proceeding with respect to thal Bstate.

(d) Except as set forth on Schedule 3.12A, thezenartaxes or betterment assessments other thenaigrdeal estate taxes pending or payable
against the Real Estate and there are no contifegeexisting under which any assessment for reéateetaxes may be retroactively filed
against the Real Estate, and there are no taXesies, permit fees or connection fees which mespdid respecting existing curb cuts, sewer
hookups, water-main hookups or services of a |ieime.

(e) The Real Estate is legally subdivided and stasif separate tax lots so that it is assessedateand apart from any other property.
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(f) Except as set forth on Schedule 3.12A, alldlation charges of all utility systems have bediyfpaid and all outstanding service charges
therefor have been paid by the Company or the aateSubsidiary, as the case may be. Neither thep@oynor any of the Subsidiaries has
experienced any material interruption in the dejivef adequate quantities of any utilities (inchigli without limitation, electricity, natural
gas, potable water, water for cooling or similargmses and fuel oil) or other public services (idahg, without limitation, sanitary and
industrial sewer service) required in the operatibits business.

(9) Except as set forth on Schedule 3.12A, the Estlte is not located in any special flood hazaed designated by any governmental
authority, agency or instrumentality having jurigtin over the Real Estate (collectively, "Govermta¢ Agencies").

(h) The Real Estate complies with the requiremehtdl building, zoning, subdivision, health, sgfetnvironmental, pollution control, waste
products, sewage control and all other applicataleites, laws, codes, ordinances, rules, ordegs/atons, decrees and judgments
(collectively, the "Governmental Regulations") ofyeand all Governmental Agencies. The Company en8ubsidiaries have obtained, and
the Stockholders or the Company have previouslyigea the Buyer with copies of, all consents, p&snlicenses and approvals required by
such Governmental Regulations. Such consents, {®imenses, variances and approvals are indutief and effect and have been properly
and validly issued. Neither the Company nor anys&liary is aware of any fact, condition or reasonlfelieving that any Permit will not be
renewable on expiration. There is no action pendintireatened by any Governmental Agencies clagjrthiat the Real Estate violates any
Governmental Regulations or threatening to shutrdorwestrict the operations of the business oGbmpany or any of the Subsidiaries.

() There are no suits, petitions, notices or pealiegs pending, given or threatened by any persof@vernmental Agencies before any
court, Governmental Agencies or instrumentalitininistrative or otherwise, which if given, comroed or concluded would have or could
be expected to have, an adverse effect on thedmssiassets, operations or prospects of the Conguathigs Subsidiaries, individually or
taken as a whole (a "Material Adverse Effect").

(j) Neither the Company nor any of the Subsidiahias received notice from any insurer of the Ratte threatening to cancel any insurance
coverage or requiring any changes or correctivekwmthe Real Estate which has not been satisfied.

(k) All of the buildings, fixtures and other imprements located on the Real Estate are in good tiqgeindition and repair, and the
operation thereof as presently conducted is neidilation of any applicable building code, zoninglimance or other law or regulation.

() Schedule 3.12A sets forth a true, correct asdmlete list of all title insurance policies, suyseengineering reports, hazardous waste
reports, environmental studies, investigationsandits prepared with respect to property curremtlformerly owned, leased, operated or
controlled by the Company or any Subsidiary, copfeshich have previously been delivered by thecktholders or the Company to the
Buyer. Schedule 3.12B
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sets forth a true, correct and complete list ofglorts, audits, investigations, surveys and stidoncerning the environmental status of
property currently or formerly owned, leased, opetaor controlled by the Company or any Subsidadmnywhich the Company or any
Subsidiary has knowledge, but does not possess.

3.13 INVENTORY. Except as set forth on Scheduleg3the inventory of the Company and the Subsidigtiee "Inventory") consists of
items of a quality and quantity which are usablsaleable within one year without discount in thairary course of the business conducted
by the Company and the Subsidiaries. The valud @éms of obsolete materials and of materialbelow standard quality have been written
down to realizable market value. The values at ke Inventory is carried reflect the normal ineey valuation policy of the Company a
the Subsidiaries of stating inventory at the averamst method, and such valuation policy as apjiéd accordance with GAAP.

3.14 ACCOUNTS RECEIVABLE. Schedule 3.14 attachegttwesets forth a true, correct and complete fish® accounts and notes
receivable of the Company and the Subsidiaried &gptember 30, 2001. All of the Company's curesmunts receivable arose out of the
sales of inventory or services in the Ordinary Gewf Business and are collectible in the faceesthereof within 120 days after the date of
invoice, using normal collection procedures, nethefreserve for doubtful accounts set forth theredich reserve is adequate and was
determined in accordance with GAAP. Receipt byGbenpany of a promissory note relating to an acceergivable shall deem the account
"collected" as of the date of receipt for purposithis representation and warranty, provided (aasince November 1, 2000, the maker of
the promissory note shall not have defaulted, iledao timely make any payment, on such promissarg or any other promissory note
delivered by such maker to the Company or a Sudnsidother than any failure to pay an immateriabant, which failure was cured within
15 days thereafter) and (b) the full amount ofgh@missory note is paid to the Company within 18@dafter the date the promissory note is
received by the Company.

3.15 TAX MATTERS.

(a) Except as set forth on Schedule 3.15 attachestdy the Company and each of the Subsidiariedrhagimely manner, filed all tax returns
and reports which are necessary or required foctineluct of its respective business (the "Tax Retlr and the Tax Returns properly reflect
the Taxes (as defined below) due for the periodsiem thereby. All Taxes have been properly ang fdid to the extent due and payable.
"Taxes" shall mean all governmental charges or stijpms of each and every kind, regardless of waretieasured by properties, assets,
wages, gross or net income, profits, capital gainstherwise.

(b) The Company has set up adequate reserves\siprts (in accordance with GAAP) for the paymehTaxes not yet due and payable in
respect of all periods covered by the Tax Retuntsadl Taxes payable or anticipated to be payallafy and all periods ending on or before
the Closing Date which are not covered by the TatuRs.

(c) Except as set forth in Schedule 3.15, therenardisputes or disagreements pending or conteatplgith any tax authorities regarding
liability which could exceed Y.12 million in the ggggate or, to the best of the knowledge of thel3tolders,
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potential liability for any Tax (including penalti@nd interest) recoverable from the Company orSamysidiary or regarding the availability
the Company or any Subsidiary of any relief fronx,hich liability could exceed Y.12 million in theggregate.

(d) All documents which are liable to stamp dutd amder which the Company or any Subsidiary hasriging have been properly stamped.

3.16 BOOKS AND RECORDS. The general ledgers andk®ob account of the Company and the Subsidiariesnaall material respects
complete and correct and have been maintainecciordance with good business practice and in acoomlwith all applicable procedures
required by laws and regulations.

3.17 CONTRACTS AND COMMITMENTS.

(a) Schedule 3.17 attached hereto contains adameplete and correct list and description of tHefang contracts and agreements, whether
written or oral (collectively, the "Contracts"), weh, except for Contracts listed pursuant to Sesti®.17(a)(viii) through (x) below, involve
payments or receipts by the Company or any of thesifiaries of more than Y.2.4 million:

() all loan agreements, indentures, mortgagesgaragdanties to which the Company or any of the Slidnses is a party or by which the
Company or any of the Subsidiaries or any of thedperty is bound;

(i) all pledges, conditional sale or title retamtiagreements, security agreements, equipmentadiblig, personal property leases and lease
purchase agreements to which the Company or athedSubsidiaries is a party or by which the Compamgny of the Subsidiaries or any of
their property is bound;

(iii) all contracts, agreements, commitments, pasehorders or other understandings or arrangerteemisich the Company or any of the
Subsidiaries is a party or by which the Compangror of the Subsidiaries or any of their propertgasind which (A) involve payments or
receipts by the Company or any of the Subsidiarfesore than Y.2.4 million in the case of any sengbntract, agreement, commitment,
understanding or arrangement under which full perénce (including payment) has not been renderalparties thereto or (B) which may
have a Material Adverse Effect;

(iv) all collective bargaining agreements, employtrend consulting agreements, executive compemsplams, bonus plans, deferred
compensation agreements, pension plans, retirepieamt, employee stock option or stock purchasespad group life, health and accident
insurance and other employee benefit plans, agnesirearangements or commitments to which the Compaany of the Subsidiaries is a
party or by which the Company or any of the Sulasids or any of their property is bound;

(v) all agency, distributor, sales representafirachise or similar agreements to which the Compparany of the Subsidiaries is a party or
by which the Company or any of the Subsidiarieargr of their property is bound;
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(vi) all contracts, agreements or other understagsglor arrangements between the Company and ahg &ubsidiaries (including, but not
limited to, any tax sharing arrangements) or betwtte Company or any of the Subsidiaries, on tleeh@md, and any of the Stockholders or
any of their Affiliated Entities, on the other hand

(vii) all leases, whether operating, capital oresthise, under which the Company or any of the Slidses is lessor or lessee;
(viii) all contracts, agreements and other documentinformation relating to past disposal of wagsthether or not hazardous);

(ix) all contracts, agreements or other arrangesiemposing a non-competition or non-solicitationigdition on the Company or any of the
Subsidiaries or in any way restricting the Compangny of the Subsidiaries from engaging in anyiress activities; and

(x) any other material agreements or contractsredtato by the Company or any of the Subsidiaries.
(b) Except as set forth on Schedule 3.17:

(i) each Contract is a valid and legally bindingessgnent of the Company or the relevant Subsid@arigrceable against or by the Compan
the relevant Subsidiary in accordance with its &rexcept as enforceability of the same may beaduiby bankruptcy, insolvency,
reorganization, moratorium or other similar lawkeefing creditors' rights generally or by the exsef judicial discretion in accordance w
general principles applicable to equitable andlgimmemedies, and the Company or the relevant 8iavgidoes not have any knowledge that
any Contract is not a valid and binding agreeméth® other parties thereto;

(i) the Company or the relevant Subsidiary haflfedl all material obligations required pursuantthe Contracts to have been performed by
the Company or the relevant Subsidiary, as the wegebe, on its part prior to the date hereof, taiedCompany or the relevant Subsidiary, as
the case may be, has no reason to believe thdt itat/be able to fulfill, when due, all of its bgations under the Contracts which remain to
be performed after the date hereof;

(iii) the Company or the relevant Subsidiary is mobreach of or default under any Contract, anéwvent has occurred which with the
passage of time or giving of notice or both woubdi&titute such a default, result in a loss of gghtresult in the creation of any lien, charge
or encumbrance, thereunder or pursuant thereto;

(iv) to the best knowledge of the Company and tteel@olders, there is no existing breach or defayliny other party to any Contract, and
no event has occurred which with the passage & tingiving of notice or both would constitute daddt by such other party, result in a loss
of rights or result in the creation of any lienaale or encumbrance thereunder or pursuant thereto;
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(v) there are not and, since January 1, 1998 hawvbaen, any claims of a non-routine nature regatiinthe Company or any Subsidiary by
customers of the Company or any of the Subsidianeker any warranties, whether express or implied;

(vi) the Company and the Subsidiaries are notiotstt by any Contract from carrying on their bussmanywhere in the world;

(vii) neither the Company nor any of the Subsidigiias any written or oral contracts to sell prégloc perform services which are expected
to be performed at, or to result in, a loss; and

(viii) neither the Company nor any of the Subsigiathas experienced any shortages of componenisnaderials or other supplies
(collectively "Supplies") within the twelve (12) mih period preceding the date hereof, and the Caynpad the Subsidiaries have on hand,
or have reason to believe they can timely obtasuficient quantity of Supplies to satisfy all standing orders heretofore received and all
orders anticipated to be received from the datedfehrough the first anniversary of the Closingda

(c) True, correct and complete copies of all wnit@ontracts, and true, correct and complete sunesafiall oral contracts, have previously
been disclosed by the Company or the Stockholdettset Buyer, and copies of any of the Contractsaharequested by the Buyer shall have
been delivered to the Buyer by the Stockholdeth®Company prior to the Closing.

3.18 COMPLIANCE WITH AGREEMENTS AND LAWS.

(a) The Company and the Subsidiaries each havealisite licenses, consents, variances, perngtsficates and approvals, including
environmental, health and safety permits, fromreldvant governmental authorities agencies andumstntalities necessary to conduct their
respective business and own and operate theirctdgpassets (collectively, the "Permits"). SchedRill8A attached hereto sets forth a true,
correct and complete list of all such Permits, espf which have previously been delivered by tben@any or the Stockholders to the Bur
Neither the Company nor any Subsidiary is awar@ngffact, condition or reason for believing thag &ermit will not be renewable ¢
expiration. Schedule 3.18B attached hereto setis otrue and complete list of all Permits that tiaesamended, modified, changed or
transferred to the Buyer in order to consummatdrtnesactions contemplated by this Agreement. Témgany and each Subsidiary agrees to
cooperate with the Buyer in affecting each suchradmeent, modification, change or transfer. Neitlher Company nor any of the Subsidial

is in violation of any law, regulation, order, anedice, rule or judgment (including, without limitat, laws, regulations or ordinances relating
to building, zoning, environmental, Materials ofiftonmental Concern (as defined below), land ussrailar matters) relating to property it
owns, occupies, leases or controls; its businesassets; and its operations, which violation Wdwlve a Material Adverse Effect. The
business of the Company and the Subsidiaries (whathdes matters relating to real property owraatupied, leased or controlled by the
Company or any Subsidiary) as conducted since thspective inceptions has not violated, and ord#ite hereof does not violate any laws,
ordinances, rules, judgments, regulations or orflectuding, but not limited to, any of the foreggirelating to
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employment discrimination, occupational safety,imnmental protection, Materials of Environmentarn€ern, conservation, or corrupt
practices), the enforcement of which could haveateval Adverse Effect. Except as set forth on 8ole3.18B, neither the Company nor
any of the Subsidiaries has had notice or commtinitérom any person, including, without limitatioany governmental authority, agency
instrumentality or otherwise of any such violatmmnoncompliance. "Materials of Environmental Canméeneans any chemicals, pollutants,
contaminants, hazardous substances, solid wagardtas wastes, toxic materials, oil, petroleum getdoleum products, PCBs or asbestos.

(b) Neither the Company nor any of the Subsidiasés violation of any law, ruling, order, decr@egulation, permit, common law doctrine,
or other environmental or hazardous waste requinéiggplicable to the Company, any of the Subsiégrdr any of the Real Estate, or any
part thereof, relating to health, safety, pollutibazardous waste, Materials of Environmental Cona@nvironmental or other similar matters,
which has not been entirely corrected. NeithetGbepany nor any of the Subsidiaries has receivedhas any reason to believe that it will
receive, notice from any governmental authoritygraxy or instrumentality alleging any such violatiorrespect to any of the real property
currently or formerly owned, leased, operated artr@sled by the Company or any of its Subsidiar@sany part thereof.

(c) Neither the Company nor any Subsidiary has Ibeened a "potentially responsible party” or recéige been informed of any
correspondence requesting information relatingtations where Materials of Environmental Conceay toe located or received or been
informed of any fact, condition or correspondendgch might cause the Company or any Subsidiaryetadmed a party responsible or a
party potentially responsible for a release of Eaterials of Environmental Concern to the environtne

(d) There are no pending or threatened actionsns|aharges, suits, controversies, demands, igatisins or proceedings against or
involving the Company or any Subsidiary relating(tpexposure to or release of any Materials ofiEBnmental Concern; or (ii) noises,
vibrations, odors at or from any real propertyamility formerly or currently owned, leased, ocadhioperated or controlled by the Company
or any Subsidiary.

(e) There have been no releases or discovery oMatgrials of Environmental Concern into the enmirent at any parcel of real property or
any facility formerly or currently owned, leasegeoated or controlled by the Company or any Suésjdor to the knowledge of the
Company or any Subsidiary, at any facility to whieaste of the Company or any Subsidiary has beasported for processing, storage or
disposal. Neither the Company nor any Subsidiaawiare of any releases of Materials of Environmedtancern at parcels of real propert
facilities other than those owned, leased, operatedntrolled by the Company or any Subsidiary twauld reasonably be expected to have
an impact on the real property or facilities cutheonr formerly owned, leased, operated or contilby the Company or any Subsidiary.

3.19 EMPLOYEE RELATIONS.

(a) The Company and each of the Subsidiariesésimpliance with all laws respecting employment antbloyment practices, terms and
conditions of employment,
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and wages and hours; none of such companies igedgaany unfair labor practice; there are noas the payment of wages or social
security or similar taxes; nor is there currenéynging (nor has there been in the last three yaasstlaim by any employee or governmental
agency or body that the Company or any of the Slidrges was (i) not in compliance with any of slahs, (ii) engaged in an unfair labor
practice or (iii) in arrears in the payment of wa@e social security or similar taxes.

(b) Except as set forth on Schedule 3.19 attackheetdr
(i) none of the employees of the Company or anthefSubsidiaries is represented by any labor union;

(i) there is not currently, nor has there beethimlast three years, any unfair labor practicemlaint against the Company or any of the
Subsidiaries pending before any government agency;

(iii) there is not currently, nor has there beetthia last three years, any pending labor striketleer material labor trouble affecting the
Company or any of the Subsidiaries (including, withlimitation, any organizational drive);

(iv) there is not currently, nor has there beethalast three years, any material labor grievanealing against the Company or any of the
Subsidiaries;

(v) there is not currently, nor has there beem@last three years, any pending arbitration priogs arising out of or under any collective
bargaining agreement to which the Company or arfieSubsidiaries is a party, or to the best kndgéeof the Company and the
Stockholders, any basis for which a claim may bdenader any collective bargaining agreement tekttie Company or any of the
Subsidiaries is a party; and

(vi) neither the Company nor any of the Subsidihas any continuing obligation for health, lifegdical insurance or other similar fringe
benefits to any former employee of the Companyngr Subsidiary.

(c) Schedule 3.19 sets forth a true, correct amapdete list of the following:
(i) the position of each director, officer and eoy#e of the Company and the Subsidiaries;

(i) all remuneration and other benefits paid taonferred on each director, officer and employeth® Company and the Subsidiaries since
January 1, 2000 through the date of this Agreement;

(iii) the period of service of each director, officand employee of the Company and the Subsidiandshe accrued leave, annual leave and
sick leave entitlements of each employee of the @y and the Subsidiaries, and such accruals fieetesl in the Financial Statements in
accordance with GAAP; and
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(iv) each written or oral contract of service onsultance to which the Company or any of the Sufsés are a party.

(d) Except as disclosed in Schedule 3.19 heretanmount due to or in respect of any director, effiar employee or former director, former
officer or former employee of the Company is irears and unpaid other than his/her current satarthé relevant period at the date of this
Agreement.

(e) For purposes of this Section 3.19, the termglegee" shall be construed to include sales agamsother independent contractors who
spend a majority of their working time on the besis of the Company or any of the Subsidiaries amnm ¥ the knowledge of the Company,
are paid yearly compensation of Y.4.8 million ormmwith respect to services rendered for the Compan

3.20 EMPLOYEE BENEFIT PLANS.

(@) A list of all employee benefit plans maintairgdthe Company or the Subsidiaries (the "Empld®eas") is provided on Schedule 3.20
attached hereto. No Employee Plan provides benéfikiding, without limitation, death or medicarefits (whether or not insured) with
respect to any current or former employee of them@any and the Subsidiaries beyond his or her reéirg or other termination of service
(other than (i) coverage mandated by applicabkeitgta(ii) retirement or death benefits under amyded employee pension plan, (iii)
disability benefits under any employee welfare glzat have been fully provided for by insurancetherwise, (iv) deferred compensation
benefits accrued as liabilities on the books ofGlaenpany or the Subsidiaries, or (v) benefits emnhture of severance payments).

(b) Except as otherwise contemplated herein, thswomation of the transactions contemplated byAgieement will not (i) entitle any
employee or former employee of the Company andbithiesidiaries to severance pay, unemployment corafiensor any other payment, (ii)
accelerate the time of payment or vesting, or Emeghe amount of compensation due to any suclhoge®br former employee or (iii) result
in any payment or series of payments by the Compariye Subsidiaries to any person.

(c) Each of the Employee Benefit Plans has beernrast@red in compliance with all applicable lawgless regulations.

(d) Neither the Company nor any of the Subsididn&s announced any plan or legally binding commitnb@ create any additional employee
benefit plans or to amend or modify any existingptaypee benefit plan.

3.21 ABSENCE OF CERTAIN CHANGES OR EVENTS.

(a) Except as set forth on Schedule 3.21 attachestdy since June 30, 2001, neither the Compangmpoof the Subsidiaries has entered into
any transaction which is not in the usual and GugdirCourse of Business, and, without limiting tleaegrality of the foregoing, neither the
Company nor any of the Subsidiaries has:
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() incurred any material obligation or liabilitpif borrowed money;

(i) discharged or satisfied any lien or encumbeaac paid any obligation or liability other tharmr@nt liabilities reflected in the Current
Balance Sheet;

(iif) mortgaged, pledged or subjected to lien, geanr other encumbrance any of their respectivpgities or assets;

(iv) sold or purchased, assigned or transferredadiitg tangible assets or cancelled any debtdaims, except for inventory sold and raw
materials purchased in the Ordinary Course of Bassin

(v) made any material amendment to or terminaticemy Contract or done any act or omitted to do actywhich would cause the breach of
any Contract;

(vi) suffered any losses of personal or real prgpevhether insured or uninsured, and whether vimthe control of the Company or the
relevant Subsidiary, as the case may be, in exaféés$.0 million in the aggregate, or waived arghtis of any value;

(vii) authorized any declaration or payment of demds by the Company or any Subsidiary which isntatlly owned by the Company, or
paid any such dividends, or authorized any trarsffassets of any kind whatsoever by the Compamngrsuch Subsidiary to any of their
respective stockholders with respect to any shafrieeir capital stock;

(viil) authorized or issued recall notices for arfyits products or initiated any safety investigas;

(ix) received notice of any litigation, warrantyagh or products liability claims;

(x) made any material change in the terms, statfisnaling condition of any Employee Plan, as defimeSection 3.20 hereof;
(xi) engaged any new employee for a salary in exoé¥.7.2 million per annum;

(xii) made, or committed to make, any changes éndbimpensation payable to any officer, directopleyee or agent of the Company or any
Subsidiary, or any bonus payment or similar arramgy@s made to or with any of such officers, diresstemployees or agents;

(xiii) incurred any capital expenditure in exce$¥'@®.0 million in any one instance or Y.12.0 nwlt in the aggregate;
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(xiv) made any material alteration in the mannekexping the books, accounts or records of the @oampr any Subsidiary, or in the
accounting practices therein reflected; or

(xv) suffered any material adverse change in thsalidated results of operations, condition (finahar otherwise), assets, liabilities
(whether absolute, accrued, contingent or othejwiresiness or prospects of the Company and theidakies taken as a whole.

(b) Neither the Company nor any of the Stockholdierge knowledge of any existing or threatened oeoge, event or development which,
as far as can be reasonably foreseen, could hishseaial Adverse Effect.

3.22 CUSTOMERS; MARKET LEADERSHIP. Schedule 3.2@eled hereto sets forth a true, correct and camp of the names and
locations of each of the top 20 customers (basemhonal sales) of the Company and the Subsidiéties’Customers"). The aggregate sales
amounts by the Company and the Subsidiaries to @fatie Customers during the 12 months ended JOn2®1, and the name of the
company responsible for the majority of such saes set forth on Schedule 3.22 opposite the apicCustomer's name. Prior to the
Closing, the Company will amend Schedule 3.22 ¢tuite the aggregate sales amounts by the CompahtharSubsidiaries to each of the
Customers during the five months ending NovembeR801. Except as set forth on Schedule 3.22, trapany's and each of its
Subsidiaries' relationships with the Customersgaied. To the best knowledge of the Company anthssidiaries, no Customer has any
material complaints with respect to the Companyany Subsidiary's products, personnel or busipesstices. To the best knowledge of the
Company and the Subsidiaries, no Customer intemdféct or is considering a reduction, discontimeaor other adverse change in its
relationship with the Company or the relevant Sdiasy. The Company is one of the two leaders invtbddwide mass flow controller
market. To the best knowledge of the Company aadthbsidiaries, there are no facts or circumstaredatng to any of the Customers that
would jeopardize the generation of new sales octimitinued market leadership position of the Corgdanthe foreseeable future.

3.23 SUPPLIERS. Schedule 3.23 attached heretdms#isa true, correct and complete list of (i) tremes and locations of each of the
suppliers of the Company and the Subsidiaries @nith¢ present sole source suppliers of signifigoods or services, other than utilities, for
any product with respect to which practical altérreasources of supply are not available on contgareerms and conditions, indicating the
contractual arrangements for continued supply fearwh such supplier. Except as set forth on Sch&dd® (a) the Company and each of the
Subsidiaries has good relations with all of itspigrs, and (b) neither the Company nor any ofShbsidiaries is more than 30 days in arrears
in any trade accounts payable or other paymentsgtei any supplier (other than trade accounts gaytalthe Company by any of the
Subsidiaries).

3.24 WARRANTY AND PRODUCT LIABILITY CLAIMS. Schedwd 3.24 attached hereto contains a true, correctamgblete list of all
warranty and product liability claims in excessyo240,000 made against the Company or any of thisiSiaries from July 1, 1998 through
the date hereof, the current status of all sucimsland the costs of all actions taken in satigfact
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of such claims. All information relative to suclaichs and those made after the date hereof shaNditable to the Buyer from and after the
date hereof.

3.25 PREPAYMENTS AND DEPOSITS. Schedule 3.25 atddhereto sets forth all prepayments and depediish have been received by
the Company or any of the Subsidiaries as of the lareof, from customers for products to be shdppeservices to be performed, after the
Closing Date.

3.26 INDEBTEDNESS TO AND FROM OFFICERS, DIRECTORSIB STOCKHOLDERS. Except as set forth on Schedué attached
hereto and except for intercompany indebtednesahpaymong the Company and any Subsidiary or artttn§ubsidiaries, neither the
Company nor any of the Subsidiaries is indebtectly or indirectly, to any person who is an oficdirector or stockholder of any of the
foregoing entities or any affiliate of any suchgmer in any amount whatsoever other than for saldoieservices rendered or reimbursable
business expenses, all of which have been reflextate Current Financial Statements, and no sffiten director, stockholder or affiliate
indebted to the Company or any of the Subsidigniegpt for advances made to employees of the Coyrgraany of the Subsidiaries in the
Ordinary Course of Business to meet reimbursabdiniess expenses anticipated to be incurred by chidor.

3.27 BANKING FACILITIES. Schedule 3.27 attacheddtersets forth a true, correct and complete list of

(a) each bank, savings and loan or similar findnegitution in which the Company or any of thebSidiaries has an account or safe deposit
box and the accounts and safe deposit boxes maédthy the Company or any of the Subsidiaries #tipead

(b) the names of all persons authorized to drawamh such account or to have access to any suellepbsit box facility, together with a
description of the authority (and conditions théréaany) of each such person with respect thereto

3.28 POWERS OF ATTORNEY AND SURETYSHIPS. Excepsasforth on Schedule 3.28 attached hereto, nditliee€ompany nor any of
the Subsidiaries has any general or special posfeagorney outstanding (whether as grantor or tg@thereof) or has any obligation or
liability (whether actual, accrued, accruing, cogént or otherwise) as guarantor, surety, co-sjgretorser, co-maker, indemnitor or
otherwise in respect of the obligation of any parsmrporation, partnership, joint venture, asdamia organization or other entity, except as
endorser or maker of checks or letters of credgpectively, endorsed or made in the Ordinary Goof8usiness.

3.29 CONFLICTS OF INTEREST. Except as set fortte@hedule 3.29 attached hereto, no officer, diremt@tockholder of the Company or
any Subsidiary nor, to the best knowledge of them@any and the Stockholders, any affiliate of arghgoerson, now has or within the last
three (3) years had, either directly or indirectly:

(a) except for a portfolio investment, an equitydebt interest in any corporation, partnershimtjgenture, association, organization or other
person or entity which
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furnishes or sells or during such period furnisbedold services or products to the Company ordadrilye Subsidiaries, or purchases or du
such period purchased from the Company or anyeSilibsidiaries any goods or services, or othersdgs or during such period did
business with the Company or any of the Subsidiade

(b) a beneficial interest in any contract, commiting agreement to which the Company or any ofShesidiaries is or was a party or under
which any of them is or was obligated or boundoowhich any of their respective properties may bmay have been subject, other than
stock options and other contracts, commitmentgjoreanents between the Company or any of the Salbigisiand such persons in their
capacities as employees, officers, directors ofdbmpany or such Subsidiary.

3.30 REGULATORY APPROVALS. All consents, approvasthorizations or other requirements prescribedryylaw, rule or regulation
which must be obtained or satisfied by the Compamgny of the Subsidiaries and which are necedsatye execution and delivery by the
Stockholders and the Company of this Agreemenhgrdmcuments to be executed and delivered by thekBolders or the Company in
connection herewith are set forth on Schedule 8t&&hed hereto and have been, or prior to thargjd3ate will be, obtained and satisfied.

3.31 DISCLOSURE. The information concerning the @amny and the Subsidiaries set forth in this Agredtbe Exhibits and Schedules
attached hereto and any document, statement dficzet furnished or to be furnished to the Buyarguant hereto, does not and will not
contain any untrue statement of a material factnoit to state a material fact required to be statin or therein or necessary to make the
statements and facts contained herein or thereiight of the circumstances in which they are maui¢ false and misleading in any material
respect. The Stockholders and the Company haviosistto the Buyer all material facts pertaininghte transactions contemplated by this
Agreement and the Exhibits hereto. Copies of atludeents heretofore or hereafter delivered or mad#adle to the Buyer pursuant to this
Agreement were or will be (prior to the Closing &latomplete and accurate copies of such documents.

3.32 ENGLISH LANGUAGE AGREEMENT. This Agreement Hasen prepared in English. Any translations of &gseement or any
portion thereof have been for reference purposisand shall not control the content or interprietabf any provision of this Agreement.
Each of the officers and directors of the Compahy Wave participated in the preparation and/or tiation of this Agreement either (a) he
sufficient command of the English language to usiderd the full intent of each provision of this Agment or

(b) has consulted with such advisors of the Compamy have such command of the English languageasaore that such officer and/or
director understands the full intent of each prioviof this Agreement.

4. REPRESENTATIONS OF THE BUYER AND THE PARENT.
Each of the Parent and the Buyer jointly and sdlyer@presents and warrants to each Stockholdéolksvs:
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4.1 ORGANIZATION AND AUTHORITY. The Buyer is a cogpation (kabushiki kaisha) duly organized and vglekisting under the laws

of Japan, and has all requisite power and authtwrityvn its properties and to carry on its busireseow being conducted. The Parent is a
corporation duly organized, validly existing andgmod standing under the laws of the State of Dataypand has all requisite power and
authority to own its properties and to carry orbitsiness as now being conducted. The Parent alivestly or indirectly through its
subsidiaries, all of the outstanding capital stotthe Buyer. Each of the Buyer and the Parenfiihpower to execute and deliver this
Agreement and the agreements contemplated hergihith it will be a party, and each of the Buyeddhne Parent has full power to
consummate the transactions contemplated herebthaneby. Certified copies of the corporate regisfrthe Buyer, and the Certificate of
Incorporation of the Parent, have been previoudyeravailable to the Stockholders, are completecarméct, and no amendments have been
made thereto or have been authorized since theluzeof.

4.2 CAPITALIZATION OF THE PARENT. On September 3M01, the Parent's authorized capital stock catsist (a) 55 million shares of
common stock, $0.001 par value, of which 31,810 t#res were issued and outstanding, and (b) DO0Bhares of preferred stock, $0.001
par value per share, none of which were issuedistanding.

4.3 AUTHORIZATION. The execution and delivery ofg¢ltAgreement by each of the Parent and the Buyeritze agreements provided for
herein, and the consummation by each of the Parahthe Buyer of the transactions contemplatedblyesad thereby, have been, or will be
prior to the Closing, duly authorized by all redu@scorporate action. This Agreement and all sutieloagreements and written obligations
entered into and undertaken in connection withtrtduesactions contemplated hereby constitute thid aald legally binding obligations of
each of the Parent and the Buyer, enforceable sigstich party in accordance with their respecevms, except as enforceability of the same
may be limited by bankruptcy, insolvency, reorgatitn, moratorium or other similar laws affectingditors' rights generally or by the
exercise of judicial discretion in accordance vg&meral principles applicable and similar remedie®ept as will be set forth in Schedule 4.3
as of the Closing Date, the execution, delivery pedormance of this Agreement and the agreementsded for herein, and the
consummation by each of the Buyer and the Parethieafransactions contemplated hereby and thervgbyyot, with or without the giving of
notice or the passage of time or both, (a) viollageprovisions of any law, rule or regulation apalile to the Buyer or the Parent; (b) violate
the provisions of the Articles of Incorporationtb& Buyer or the Certificate of Incorporation o tharent;

(c) violate any judgment, decree, order or awardnyf court, governmental body or arbitrator spealfy naming the Buyer or the Parent; or
(d) conflict with or result in the breach or termiion of any term or provision of, or constitutdefault under, or cause any acceleration ui

or cause the creation of any lien, charge or encantde upon the properties or assets of the Buy#redParent pursuant to, any indenture,
mortgage, deed of trust or other agreement oninsnt to which the Buyer or the Parent is a partyyowhich either the Buyer or the Parent
is or may be bound. As of the Closing, Scheduleml3set forth a true, correct and complete lifath consents and approvals of third parties
that are required in connection with the consumomaltly each of the Parent and the Buyer of the actimns contemplated by this Agreem
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4.4 REGULATORY APPROVALS. All consents, approvaisithorizations and other requirements prescribeginiyylaw, rule or regulation
which must be obtained or satisfied by the Parethi@ Buyer and which are necessary for the consatiomof the transactions contemplated
by this Agreement have been, or will be prior te @losing Date, obtained and satisfied.

4.5 PARENT REPORTS AND FINANCIAL STATEMENTS. The feat has previously furnished to the StockholdeesAnnual Report of

the Parent on Form 10-K for the year ended Dece@be2000, and the Quarterly Reports of the Payertorm 10-Q for the quarters ended
March 31, 2001, June 30, 2001 and September 3@, @@lectively, the "Parent Reports"). The finaatatements of the Parent included in
the Parent Reports (i) comply as to form with aggdtle accounting requirements and the publishex$ mhd regulations of the SEC with
respect thereto and (ii) fairly present the comtsdid financial condition, results of operationd aash flows of the Parent as of the respective
dates thereof and for the periods referred to théneaccordance with GAAP.

4.6 INVESTMENT REPRESENTATION. The Buyer is acqng@ithe Shares from each Stockholder for its owoaatfor investment and n
with a view to, or for sale in connection with, adigtribution thereof, nor with any present intentf distributing or selling the same; and,
except as contemplated by this Agreement and treeagents contemplated herein, the Buyer has nemres contemplated agreement,
undertaking, arrangement, obligation, indebtedoes®mmitment providing for the disposition thereof

5. ACCESS TO INFORMATION; PUBLIC ANNOUNCEMENTS.
5.1 ACCESS TO MANAGEMENT, PROPERTIES AND RECORDS.

(a) From the date of this Agreement until the Gigdbate, the Stockholders and the Company shaltcthe officers, attorneys, accountants
and other authorized representatives of the Buyéitlae Parent free and full access upon reasonatilee and during normal business hours
to all management personnel, offices, propertieskb and records of the Company and the Subsidjaethat the Buyer and the Parent may
have full opportunity to make such investigatioritahall desire to make of the management, busjmasperties (including conducting
environmental surveys and property appraisals)adiaits of the Company and the Subsidiaries, aedtliyer and the Parent shall be
permitted to make abstracts from, or copies ofsath books and records and to take survey sarfiplassuch real property. The
Stockholders and the Company shall furnish to thgeB or the Parent, as applicable, such financidlaperating data and other information
as to the business of the Company and the Sulisslias the Buyer or the Parent shall reasonablyestq

(b) The Stockholders and the Company shall autbdhe release to the Buyer and the Parent ofi@dl fiertaining to the business or
operations of the Company and the Subsidiarieshelthy governmental authorities, agencies orunséntalities. The Stockholders' and the
Company's authorization shall specifically waiviepagvious claims of privilege or other restrictiprand in any case where a release by a
present or former officer, director, partner, memlbe employee of the Company or any Subsidianeisessary, the Stockholders and the
Company shall exercise their best efforts to obsaith a release.
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(c) All information concerning the Company or itsifSidiaries that is disclosed to the Buyer or theeRt shall be treated as confidential
information protected from unauthorized disclospuesuant to the Confidentiality Agreement refert@th Section 17.

5.2 PUBLIC ANNOUNCEMENTS. The parties agree thabpto the Closing Date any and all general puptiecnouncements or other
general public communications by any party heretacerning this Agreement and the purchase and$é#ie Shares, and the timing, manner
and content of such disclosures, shall be subjeittet mutual agreement of the Company, the Stodehnsll Representative and the Buyer,
except to the extent that such pronouncement ormaanication is required by applicable law or regolatincluding without limitation the
regulations of the Nasdaqg National Market.

5.3 INFORMATION TO MINORITY STOCKHOLDERS. The Stobklders and the Company shall provide or make abiglto each of the
Minority Stockholders all of the information relagj to the transactions contemplated by this Agregmethe Company's business,
operations, financial condition and prospects tapts required by applicable law to be provideduch person in connection with his, her or
its (i) evaluation of a Minority Stock Purchase Agment or the transactions contemplated therelji) execution and delivery of a Minori
Stock Purchase Agreement; or (b) has been requiegtsgich Minority Stockholder in connection witts hiner or its evaluation of a Minority
Stock Purchase Agreement and the transactionsropfated thereby. The Stockholders who are membaranagement of the Company
shall make themselves available to the Minoritycgbmlders in order to give the Minority Stockholsi¢he opportunity to ask questions (and
receive answers) relating to the transactions copiieted by this Agreement or the Company's busjrege=rations, financial condition and
prospects. For purposes of this Section 5.3, reéa®to the Company's business, operations, fiabomndition and prospects shall mean the
business, operations, financial condition and peotgpof the Company and its Subsidiaries.

6. PRE-CLOSING COVENANTS.
From and after the date hereof and until the Ctp&iate:

6.1 CONDUCT OF BUSINESS. The Company shall, andl shaise the Subsidiaries to, carry on their bussrdiligently and substantially in
the same manner as heretofore conducted and sia#imd shall cause the Subsidiaries not to, (&emainstitute any unusual or new
methods of manufacture, purchase, sale, shipmeatlivery, lease, management, accounting or operadir (b) ship or deliver any quantity
of products in excess of normal shipment or dejivevels, except as agreed to in writing by the &uyll of the property of the Company
and the Subsidiaries shall be used, operated regband maintained in a normal business manneistenswith past practice.

6.2 ABSENCE OF MATERIAL CHANGES. Without the priamritten consent of the Buyer, the Company shal) antl shall cause the
Subsidiaries not to:

(a) take any action to amend its respective chastdsylaws (if any)

28



(b) issue any stock, bonds or other corporate g&xior grant any option or issue any warrantucchase or subscribe for any of such
securities or issue any securities convertible sutch securities;

(c) incur any debt for borrowed money or incur atiyer obligation or liability (absolute or continggthat (i) is in excess of Y.30 million,
except current liabilities incurred and obligatiamgler contracts entered into in the Ordinary CewfBusiness, or (ii) causes the Company's
Total Debt (as defined in Section 8.10) to exceeti6rbillion;

(d) declare or make any payment or distributioiig@tockholders with respect to its stock or pasghor redeem any shares of its capital
stock;

(e) mortgage, pledge, or subject to any lien, chargany other encumbrance any of their respeasigets or properties;

(f) sell, assign, or transfer any of its assetseggkfor inventory sold in the Ordinary Course afsBiess, at a normal profit margin, and for not
less than replacement cost;

(g) cancel any debts or claims, except in the GmyirCourse of Business;
(h) merge or consolidate with or into any corpanatdr other entity;

(i) make, accrue or become liable for any bonusfifpsharing or incentive payment, except for aetswnder existing plans, if any, or
increase the rate of compensation payable or torbegayable by it to any of its officers, directoremployees, other than increases in the
Ordinary Course of Business;

()) make any election or give any consent underrafgvant tax statutes or make any terminatiompeation or cancellation of any such
election or any consent or compromise or settlecdaiyn for past or present tax due;

(k) waive any rights of material value;
() modify, amend, alter or terminate any of itsteral contracts;

(m) take or permit any act or omission constitutnigreach or default under any contract, inderdugggreement by which it or its properties
are bound;

(n) fail to (i) preserve the possession and comtfdts assets and business, (ii) keep in faitb&ulice its present officers and key employees,
(iii) preserve the goodwill of its consumers, su@, agents, brokers and others having businéstsores with it, and (iv) keep and preserve
its business existing on the date hereof;

(o) fail to operate its business and maintain @sks, accounts and records in the customary mamiemn the Ordinary Course of Business
and maintain in good repair its business premisdsyes, machinery, furniture and equipment;
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(p) enter into any lease, contract, agreement dergtanding, other than those entered into in tlign@ry Course of Business calling for
payments which in the aggregate do not exceed Milln for each such lease, contract, agreemennderstanding;

(q) incur any capital expenditure in excess of Yndifion in any instance or Y.24 million in the aggate;
(r) engage any new employee for a salary in exag¥s7.3 million per annum,;

(s) materially alter the terms, status or fundingdition of any Employee Plan; or

(t) commit or agree to do any of the foregoingha future.

6.3 DELIVERY OF INTERIM FINANCIAL STATEMENTS.

(a) As promptly as possible following executiortlit Agreement, the Stockholders or the Companil dekver to the Buyer and the Parent
the unaudited balance sheet of the Company anfuhsidiaries as of September 30, 2001 and thescelataudited statements of income,
stockholders' equity, retained earnings and castsffor the quarter then ended (the "September EdtHncial Statements"), certified by the
chief financial officer of the Company to the eff¢tat such interim financial statements fairlygmet the financial condition of the Company
as of the date thereof and for the period coverereby.

(b) As promptly as possible following November 2001, but in any event at least 2 business dags frithe Closing, the Stockholders or
the Company shall deliver to the Buyer and the mtahe balance sheet of the Company and the Sahbsislias of November 30, 2001 and the
related statements of income, stockholders' equétgjned earnings and cash flows for the quanem ended (the "November 2001 Financial
Statements" and, together with the September 20@inEial Statements and the December 2001 FinaBtaédments (as defined in Section
11.5), the "Interim Financial Statements"), ceetifiby the chief financial officer of the Companythe effect that such interim financial
statements fairly present the financial conditibthe Company as of the date thereof and for tiegeovered thereby. The Company shall
cause its independent accountants to perform agnead procedures on the November 2001 Financi&i®ents and shall deliver the results
of such procedures (the "Interim Report") to theg@uand the Parent at least 2 business days pribetClosing. The Buyer's independent
accountants also shall be entitled to review theditber 2001 Financial Statements and the perforembp¢he Company's independent
accountants of the agreed upon procedures. TherBugdependent accountants shall be given fuksgto the information made available
to, and work papers of, the Company's independmdumtants, as well as such further informatiothaBuyer's independent accountants
shall request in connection with their review cé thovember 2001 Financial Statements. Any comnwitse Buyer's independent
accountants with respect to the November 2001 EinhStatements shall be addressed or reflectdtkiinterim Report, if the Buyer's
independent accountants deem such comments tdelvameto the Interim Report.
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6.4 COMMUNICATIONS WITH CUSTOMERS AND SUPPLIERS.

(&) Unless instructed otherwise by the Buyer irtingi the Company shall, and shall cause eacheoStibsidiaries to, continue to accept
customer orders in the Ordinary Course of Busifi@sall products offered by the Company and thesglilries but expected to be shipped
after the Closing Date.

(b) The Company and the Buyer shall, and the Comphall cause the Subsidiaries to, cooperate imuoanications with suppliers and
customers to advise them of the transfer of theedh@ the Buyer on the Closing Date and to fatdicontinuity in the existing relationships
with suppliers and customers.

(c) The Company shall, and shall cause each dbtitsidiaries to, provide the Buyer and the Pardtht &ccess to the Customers in order to
enable the Buyer and the Parent to conduct dugeditie reviews ("Customer Reviews") of any andspeats of the Customers' current and
anticipated future relationships with the Compang the Subsidiaries. The Company shall use itsdfésts to assist the Buyer and the
Parent in arranging and facilitating Customer Resgieat the Buyer's or the Parent's request.

6.5 COMPLIANCE WITH LAWS. The Company shall, andhiftause each of the Subsidiaries to, comply afitfaws and regulations whi
are applicable to it or to the conduct of its besgand will perform and comply with all contractsmmitments and obligations by which
they are bound.

6.6 CONTINUED TRUTH OF REPRESENTATIONS AND WARRANHS. None of the Stockholders nor the Company shiadl ,the
Company shall cause the Subsidiaries not to, takeetions which would result in any of the repregagons or warranties set forth in
Sections 2 and 3 hereof being untrue. Neither #rerR nor the Buyer shall take any actions whichldoesult in any of the representations
or warranties set forth in Section 4 hereof beingue.

6.7 CONTINUING OBLIGATION TO INFORM. From time tarhe prior to the Closing, the Company and the Stotders will deliver or
cause to be delivered to the Buyer supplementainmdtion concerning events subsequent to the dmehwhich would render any
statement, representation or warranty in this Agrexa or any information contained in any Schedttieched hereto inaccurate or incomplete
in any material respect at any time after the Hateof until the Closing Date. None of such supgletal information shall constitute an
amendment of any statement, representation or atgriia this Agreement or any Schedule, Exhibit ocument furnished pursuant hereto
unless the provisions of Section 17 regarding ammexmds are complied with.

6.8 EXCLUSIVE DEALING. None of the Stockholders rthe Company will, directly or indirectly, througimy officer, director, agent or
otherwise, (a) solicit, initiate or encourage sutsitn of proposals or offers from any person netatdo an acquisition or purchase of all or a
material portion of the assets of or an equityrggein the Company or any of the Subsidiariesngrraerger, consolidation or business
combination with the Company or any of the Subsid& or (b) participate in any discussions or tiegions regarding, or furnish to any
other person, any non-public information with regge or otherwise cooperate in any
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way with, or assist or participate in, facilitateemcourage, any effort or attempt by any othes@eto do or seek any of the foregoing. The
Stockholders and the Company agree to, and shadedhe Subsidiaries to, promptly notify the Bugkany such proposal or offer, or any
inquiry or contact with respect thereto receivedi®sy Company, any of the Stockholders or any Sidosid

6.9 REPORTS, TAXES. The Company shall, and shaléedhe Subsidiaries to, duly and timely file eports or returns required to be filed
with federal, state, local and foreign authorites! will promptly pay all federal, state, local &odeign taxes, assessments and governmental
charges levied or assessed upon them or any offtegierties (unless contesting such in good faitth adequate provision has been made
therefor).

7. BEST EFFORTS TO OBTAIN SATISFACTION OF CONDITICANAND CONTINUATION OF CREDIT.

The Stockholders, the Company, the Buyer and thenPaovenant and agree to, and the Stockholdersh@nCompany shall cause the
Subsidiaries to, use their best efforts to (a) iolttae satisfaction of the conditions specifiedhis Agreement, and (b) cause the Company's
banks and other lenders to continue in place thregamy's credit arrangements on at least as fawotabhs as are currently applicable to the
Company.

8. CONDITIONS TO OBLIGATIONS OF THE BUYER AND THEARENT.

The obligations of the Buyer and the Parent unitisrAgreement are subject to the fulfillment, & @losing Date, of the following conditic
precedent, each of which may be waived in writim¢hie sole discretion of the Buyer:

8.1 CONTINUED TRUTH OF REPRESENTATIONS AND WARRANES OF THE STOCKHOLDERS AND THE COMPANY;
COMPLIANCE WITH COVENANTS AND OBLIGATIONS. The remsentations and warranties of the Stockholdergtm@ompany set
forth in this Agreement shall be true and correctfthe date of this Agreement and shall be tneecmrrect in all material respects as of the
Closing Date as though made as of the Closing [Eateh of the Stockholders and the Company sha# pavformed and complied with, and
the Stockholders and the Company shall have caemeudof the Subsidiaries to perform and comply véthterms, conditions, covenants,
obligations, agreements and restrictions requisethis Agreement to be performed or complied wigtelch of them prior to or at the
Closing Date. At the Closing, the Stockholders tredCompany shall have delivered to the Buyer #ficate signed by the Stockholders'
Representative on behalf of the Stockholders aadPtiesident of the Company, as to their compliavittethis Section 8.1.

8.2 NO MATERIAL ADVERSE CHANGE. From the date oftiCurrent Balance Sheet until the Closing, theadl fle no material adverse
change in the Company's business, financial cangiprospects, assets, properties or operatiorthoWtithe prior written consent of the
Buyer, neither the Company nor the Subsidiariell Baae taken any of the actions set forth in S8t8.2 hereof.

8.3 GOVERNMENTAL APPROVALS. All governmental ageasj departments, bureaus, commissions and sinoithe$, the consent,
authorization or approval of which is necessaryaurahy applicable law, rule, order or regulationtfee consummation by the
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Stockholders, the Company or the Subsidiariesetrdmnsactions contemplated by this Agreement la@@peration of the business of the
Company and the Subsidiaries by the Buyer, shak ltansented to, authorized, permitted or apprevett transactions. Without limiting the
generality of the foregoing, the Buyer and the Rasball not be obligated to complete the transastcontemplated by this Agreement, if
doing so would violate the Hart-Scott-Rodino Ant#tt Improvements Act of 1974.

8.4 CONSENT OF LESSORS AND OTHER THIRD PARTIES. Bteckholders, the Company and the Subsidiaridstsine received
(without the payment of any consideration, the wej\of any right or the incurring of any new obliiga or liability by the Company, the
Buyer or the Parent) all requisite consents andayais of all lessors and other third parties (othen the Company's banks) whose consent
or approval is required in order for the Stockhodckend the Company to consummate the transactmrtermplated by this Agreement,
including without limitation those set forth on ®chule 3.4 attached hereto. All such consents apbaals shall be in form and substance
reasonably acceptable to the Buyer.

8.5 ADVERSE PROCEEDINGS. No action or proceedingbbefore any court or other governmental bodyl $taave been instituted or
threatened by any governmental body or person whets which shall seek to restrain, prohibit orailidate the transactions contemplatec
this Agreement or which might affect the right bétBuyer to own the Shares or to own or operatdtsaess of the Company and the
Subsidiaries after the Closing.

8.6 OPINION OF COUNSEL. The Buyer shall have reedian opinion of Hatasawa & Wakai, counsel to tteei8olders, the Company and
the Subsidiaries (except Aera Corporation), datedfdhe Closing Date, in substantially the fortactied hereto as Exhibit C-1, and an
opinion of Fulbright & Jaworski, counsel to Aerar@oration, dated as of the Closing Date, in sulistiynthe form attached hereto as Exh
C-2, and as to such other matters as may be rdagarguested by the Buyer or its counsel.

8.7 NON-COMPETITION AGREEMENTS. On or prior to tldosing Date, each of the Continuing Directorsdefined in Section 11.4)
shall have entered into a non-competition and rodicisation agreement with the Company and the Buiesubstantially the forms attached
hereto as Exhibit D (collectively, the "Non-Compieth Agreements"), and each of the Non-Competiigneements shall be in full force and
effect as of the Closing.

8.8 ENVIRONMENTAL REPORT. On or prior to the Clogibate, the Buyer shall be reasonably satisfietl thi¢ results of any
environmental survey of any property of the Companginy Subsidiary, whether such surveys are ctiyreristing or conducted by or on
behalf of the Buyer in connection with the trangatt contemplated by this Agreement.

8.9 CUSTOMER RELATIONSHIPS. The Buyer and the Paséall not have learned, whether through the @ustdReviews or otherwise,
any facts or circumstances that (a) indicate tharépresentations and warranties set forth in@®e8t22 relating to the Customers are not
accurate and complete in all material respectsar@)yeasonably likely to result in such repredenta and warranties not being accurate and
complete in all material respects following the €, or (c) are reasonably likely to have a matexilverse effect on the Company's sales to
or relationship with any Customer. Such facts orwistances include
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without limitation a Customer's stated intent tsadintinue or significantly reduce (other than assallt of economic or industry conditions)
business with the Company or any of the SubsidiadeCustomer's stated dissatisfaction with thditgua products purchased from or
offered by the Company, the failure of the Comptanigave in its current product offerings produbtst tmeet the current and anticipated n
flow control needs of any of the Customers, a Qustocomplaint with respect to the Company's praguethnology, personnel or business
practices such that the Buyer and the Parent raaohelieve that the Customer is likely to redoceliscontinue the level of its purchases
from the Company, and any other material issuespect of the Company's or a Subsidiary's reldtipnsith a Customer, which issue can
be remedied in the ordinary course of business.

8.10 SATISFACTORY NOVEMBER 2001 FINANCIAL STATEMENS. The November 2001 Financial Statements, aftexregigupon
procedures have been performed and any adjustmeggested or referred to in the Interim Report H®en made, shall reflect the followi
financial results:

o Total revenues for the five months ended NoverBBe2001 not less than Y.2.4 billion
0 Gross margin for the five months ended NovemBeB01 not less than 30%

o Stockholders' equity as of November 30, 2001less than Y.3.0 billion

o Total Debt as of November 30, 2001 not more than3 billion

"Total Debt" for purposes of this Section 8.10 &wtttions 6.2 and 11.5 shall mean the aggregat® shbrt-term debt of Current Liabilities,
(b) current maturities of long-term debt of Currergbilities and (c) long-term debt, less currergtarities, of Long-Term Liabilities (as such
capitalized terms are used in the Audited Finargiatements and the November 2001 Financial Staisine

8.11 EXERCISE OF WARRANT. On or prior to the ClagiDate, Mr. Aoyama shall have exercised his warnt@purchase 5,000 shares of
Common Stock of the Company (the "Aoyama Warram"gccordance with the terms of the warrant, dradl fiave paid to the Company the
warrant exercise price of Y.100 million.

8.12 REPAYMENT OF AOYAMA LOANS. On or prior to th@losing Date, Hisanori Aoyama shall have repaitheoCompany (a) the full
amount of principal and unpaid interest outstandis®f the time of repayment under the loan agreedeted as of November 10, 2000
between Mr. Aoyama and the Company, and (b) alroimounts owing on or prior to the Closing by Moyama to the Company.

8.13 AOYAMA INDEMNIFICATION AGREEMENT. The Aoyamaridemnification Agreement shall be in full force aaftect.

8.14 SALE OF SHARES OF COMMON STOCK BY SELLING MINRDTY STOCKHOLDERS. The Selling Minority Stockholdeshall,
simultaneously with the Closing and in accordanif w
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Minority Stock Purchase Agreements, sell to thed@ukat number of Minority Shares that, togethahuwhe Shares, represent at least 97.1%
of the issued and outstanding shares of capiteksibthe Company at the Closing.

8.15 CLOSING DELIVERIES. The Buyer shall have reeei at or prior to the Closing such documentsrumsénts or certificates as the
Buyer may reasonably request including, withouitétion:

(a) the stock certificates representing the Shares;

(b) such certificates of the Company's officers dindctors and of the Stockholders and such otbeumhents evidencing satisfaction of the
conditions specified in this Section 8 as the Bigfall reasonably request;

(c) a certified copy of the commercial registrykflm-tohon) of the Company issued by the JapanegellAffairs Bureau as to the legal
existence of the Company in Japan and certificaftése appropriate governmental agency as to e kxistence and good standing (if
applicable) of each of the Subsidiaries in thedpeztive jurisdictions of organization;

(d) certificates of an authorized director of thengpany attesting to the incumbency of the Companfficers, the authenticity of the
resolutions authorizing the transactions conteregléty this Agreement (an executed original of seslolutions to be attached to such
certificate), and the authenticity and continuiragjdity of the Articles of Incorporation delivergairsuant to Section 3.1;

(e) where required by the applicable Lease, estamgpéficates from each lessor from whom the Comypar any Subsidiary leases real or
personal property consenting to the acquisitiothefShares by the Buyer and the other transactiom&mplated hereby, and representing
that there are no outstanding claims against threpany or such Subsidiary under such Lease;

(f) where required by the applicable Lease, estbpgrtificates from each tenant to whom the Compamnagny Subsidiary leases real property
consenting to the acquisition of the Shares byBilnger and the other transactions contemplated keeatal representing that there are no
outstanding claims against the Company or suchi&iabg under such Lease;

(9) certificates of appropriate governmental offisiin each jurisdiction (other than Japan) in Whtte Company or any Subsidiary is requ
to qualify to do business as a foreign corporagisito the due qualification and good standing (idiclg tax) of the Company or Subsidiary
the case may be;

(h) written resignation of the Company's statutauditor, effective upon the Closing;
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(i) the written resignation of each non-employefcef and director of the Company or a Subsidiaryhee Buyer, on or prior to December 20,
2001, shall have requested the Company or the Bodedrs to obtain;

(j) the original corporate minute books of the Camp and all corporate seals;
(k) a cross receipt executed by the Stockholders;

(1) stock certificates representing the Minoritya®s being sold by the Selling Minority Stockhofderhich together with the Shares, will
equal 97.1% or more of all the outstanding shafespital stock of the Company; and

(m) the Minority Stock Purchase Agreements, exathiethe Selling Minority Stockholders, and anytifieates, documents or other papers
required to be delivered by the Selling Minoritp&tholders at the closing of the Minority Stock éhase Agreements.

9. CONDITIONS TO OBLIGATIONS OF THE STOCKHOLDERS.

The obligations of the Stockholders under this &gnent are subject to the fulfillment, at the Clgsidate, of the following conditions
precedent, each of which may be waived in writmghie sole discretion of the Stockholders' Reprtasiee, who shall have the power and
authority to bind all of the Stockholders:

9.1 CONTINUED TRUTH OF REPRESENTATIONS AND WARRANES OF THE BUYER AND THE PARENT; COMPLIANCE WITH
COVENANTS AND OBLIGATIONS. The representations amdrranties of the Buyer and the Parent set forthisiAgreement shall be true
and correct as of the date of this Agreement aatl bh true and correct as of the Closing Datdnasgh made as of the Closing Date, except
to the extent that the inaccuracy of any such ssprtion or warranty is the result of events mrurhstances occurring subsequent to the dats
of this Agreement and any such inaccuracies, iddafly or in the aggregate, would not have a maltedverse effect on the ability of the
parties to consummate the transactions contempigtéldis Agreement (it being agreed that any maligyiqualifications contained in certain
representations and warranties shall be disregandgéetermining whether any such inaccuracies wbake a material adverse effect for
purposes of this Section 9.1). The Buyer shall imréormed and complied with all terms, conditiocsyenants, obligations, agreements and
restrictions required by this Agreement to be penfd or complied with by it prior to or at the Clog Date.

9.2 CORPORATE PROCEEDINGS. All corporate and offreceedings required to be taken on the part oBthesr and the Parent to
authorize or carry out this Agreement shall havenb@aken.

9.3 GOVERNMENTAL APPROVALS. All governmental ageasj departments, bureaus, commissions and sincithe, the consent,
authorization or approval of which is hecessaryaurathy applicable law, rule, order or regulationtfie consummation by the Buyer of the
transactions contemplated by this Agreement sltaaié ltonsented to, authorized, permitted or appreuvet transactions.
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9.4 CONSENTS OF LESSORS AND OTHER THIRD PARTIES;LIEASE OF GUARANTEE. The Buyer shall have receivlidequisite
consents and approvals of all lessors and otheet plairties (other than the Buyer's banks) whossemtor approval is required in order for
the Buyer to consummate the transactions conteetplat this Agreement. Effective on or prior to @lesing, Mr. Aoyama shall be released
from all guarantee obligations relating to the Camygs bank indebtedness and equipment leases, whérhntee obligations are set forth on
Schedule 9.4 attached hereto.

9.5 ADVERSE PROCEEDINGS. No action or proceedingbbefore any court or other governmental bodyl $taave been instituted or
threatened by any governmental body or person wbets which shall seek to restrain, prohibit oraiidate the transactions contemplatec
this Agreement or which might affect the right lbé tStockholders to transfer the Shares.

9.6 DIRECTORS' AND STATUTORY AUDITOR'S RELEASES. @lBuyer shall have provided to each of the persengng as a director
or statutory auditor of the Company immediatelyopto the Closing a release substantially in thenfattached hereto as Exhibit E.

9.7 OPINION OF COUNSEL. The Stockholders shall haaaeived opinions of Mitsui, Yasuda, Wani & Maedapanese counsel to the
Buyer and the Parent, dated as of the Closing Datjbstantially the form attached hereto as EkRH#i and of Thelen Reid & Priest LLP,
U.S. counsel to the Buyer and the Parent, dated the Closing Date, in substantially the form eltiad hereto as Exhibit F-2, and as to such
other matters as may be reasonably requested [Stdlckholders' Representative or its counsel.

9.8 CLOSING DELIVERIES. The Stockholders shall hageeived at or prior to the Closing such documensiruments or certificates as
Stockholders' Representative may reasonably reuastling, without limitation:

(a) such certificates of the Buyer's officers andhsother documents evidencing satisfaction otthelitions specified in this
Section 9 as the Stockholders' Representative ieabnably request;

(b) a certified copy of the corporate registry leé Buyer issued by the local legal affairs buremtoahe legal existence of the Buyer in Japan,
and a certificate of the Secretary of State of vala as to the legal existence and good standitigedParent in Delaware;

(c) a certificate of each of the Secretary of taeeRt and an authorized director of the Buyer tttggo the incumbency of the Buyer's and
Parent's officers, respectively, the authenticftthe resolutions authorizing the transactions eoglated by this Agreement, and the
authenticity and continuing validity of the chartlercuments and by-laws delivered pursuant to Seétib;

(d) payment of the Purchase Price less the Escnowuht and the amount deliverable to the Escrow Agarsuant to the Aoyama
Indemnification Agreement; and
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(e) a cross receipt executed by the Buyer.
10. INDEMNIFICATION.

10.1 BY THE STOCKHOLDERS AND THE COMPANY. Subject the limitations set forth in this Section 10thé& Closing occurs, the
Stockholders, jointly and severally, hereby indefgnaind hold harmless the Buyer and the Companyjfahd Closing does not occur, the
Stockholders and the Company, jointly and severallyeby indemnify and hold harmless the Buyemfend against all claims, damages,
losses, liabilities, costs and expenses (includiithout limitation, settlement costs and any legakounting or other expenses for
investigating or defending any actions or threademetions) (collectively, "Losses") in connectioitweach and all of the following:

(a) any misrepresentation or breach of any reptagen or warranty made by any of the Stockholaerthe Company in this Agreement;

(b) any breach of any covenant, agreement or diigaf any of the Stockholders or the Company awréd in this Agreement or any other
agreement, instrument or document contemplatedibyAigreement (excluding such breaches by the Cagnpaecurring after the Closing);

(c) any misrepresentation contained in any staténgertificate or schedule furnished by any of 8teckholders or the Company pursuant to
this Agreement or in connection with the transaxtioontemplated by this Agreement;

(d) any violation by the Company of, or any faillmethe Company to comply with, any law, rulingder, decree, common law doctrine,
regulation or zoning, environmental or permit regaient applicable to the Company, its assets duiness, occurring or commencing
before the Closing Date, whether or not any suolation or failure to comply has been discloseth®Buyer, including any costs incurred
by the Buyer (A) in order to bring the Company intompliance with environmental laws as a consequehconcompliance with such laws
on or before the Closing Date or (B) in connectioth the transfer of the Shares;

(e) any warranty claim or product liability clairalating to (i) products manufactured or sold by @wempany prior to the Closing Date or (i)
the Company's business or operation prior to tlesi6g Date;

(f) any tax liabilities or obligations of the Comparelating to the Company's business or opergti@r to the Closing Date;

(9) any claims against, or liabilities or obligatoof, the Company with respect to obligations urittaployee Plans which are outstanding on
or prior to the Closing Date;

(h) the release or threatened release of any Mat#rEnvironmental Concern on or affecting anyl praperty or facility formerly or current
owned, leased,
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occupied or controlled by the Company or any Suasidwhich occurred prior to the Closing Date;

(i) the release or threatened release of any MatefiEnvironmental Concern at any facility or ltoa to which waste of the Company or any
Subsidiary has been transported prior to the Cipkin processing, treatment, storage or disposal; a

(j) any forward contract or option or other hedgingtrument purchased or entered into by the Boyéne Parent in anticipation of the
Closing, if the Closing does not occur as a resiulhe Company's or any Stockholder's failure tisBathe conditions set forth in Section 8;

provided that, if the Closing occurs, the Stockleoddshall not be liable to the Buyer under thisti®acl0.1 to the extent that such Losses \
specifically reserved for on the Current Balance&thand provided further that, if the Closing ascthe Stockholders shall be liable for s
Losses in excess of such reserves, subject tintitations set forth in this Section 10.

10.2 BY THE BUYER AND THE PARENT. The Buyer and tRarent, jointly and severally, hereby indemnifg &iold harmless the
Stockholders and, if the Closing does not occu Stockholders and the Company, from and agaihktsales in connection with each and all
of the following:

(a) any misrepresentation or breach of any reptasen or warranty made by the Buyer or the Pairettiis Agreement;

(b) any breach of any covenant, agreement or didigaf the Buyer or the Parent contained in thiséement or any other agreement,
instrument or document contemplated by this Agregnmand

(c) any misrepresentation contained in any staténgertificate or schedule furnished by the Buyethe Parent pursuant to this Agreemer
in connection with the transactions contemplatethisy Agreement.

10.3 CLAIMS FOR INDEMNIFICATION. Whenever any claighall arise for indemnification under this Sectid) the Buyer, the Company
or the Stockholders, as the case may be, seekiegninification (the "Indemnified Party"), shall prptly notify the Stockholders'
Representative (in the case that the Buyer, éhgifClosing occurs, the Company is seeking indaoatibn) or the Buyer (in the case that the
Stockholders or, if the Closing does not occur,Goenpany is seeking indemnification) (in each c#se,'Indemnifying Party") of the claim
and, when known, the facts constituting the bamisfich claim. In the event of any such claim fatemnification hereunder resulting from

in connection with any claim or legal proceedingsalthird party, the notice shall specify, if kngwhe amount or an estimate of the amount
of the liability arising therefrom. The Indemnifi€&hrty shall not settle or compromise any clainallyird party for which it is entitled to
indemnification hereunder without the prior writteonsent, which shall not be unreasonably withbeldelayed, of the Indemnifying Party,
(who, in the case of the Stockholders Represemtatinall have the power and authority to bind athef Stockholders); provided, however,
that if suit shall have been instituted againstitftemnified Party and the Indemnifying Party simait have taken control of such suit after
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notification thereof as provided in Section 10.4l§ Agreement, the Indemnified Party shall haeright to settle or compromise such
claim upon giving notice to the Indemnifying Paaty provided in Section 10.4.

10.4 DEFENSE. In connection with any claim whichyngéve rise to indemnity hereunder resulting fromadsing out of any claim or legal
proceeding by a person other than the IndemnifaatyPthe Indemnifying Party, at the sole cost arpense of the Indemnifying Party (or, in
the case of the Stockholders' Representativegatdle cost and expense of the Stockholders), npmn written notice to the Indemnified
Party, assume the defense of any such claim of pegeeeding if the Indemnifying Party acknowledgeshe Indemnified Party in writing t
obligation of the Indemnifying Party (or in the easf the Stockholders' Representative, the Stodins) to indemnify the Indemnified Party
with respect to all elements of such claim. If theéemnifying Party assumes the defense of any slaiim or legal proceeding, the
Indemnifying Party shall select counsel reasonabbeptable to the Indemnified Party to conductiéfense of such claims or legal
proceedings and at the sole cost and expense bidemnifying Party (or in the case of the Stockleos' Representative, the sole cost and
expense of the Stockholders) shall take all stepessary in the defense or settlement thereoflfidemnifying Party shall not consent to a
settlement of, or the entry of any judgment aridhogn, any such claim or legal proceeding, withihet prior written consent of the
Indemnified Party (which consent shall not be usoeably withheld or delayed). The Indemnified Pattgll be entitled to participate in (but
not control) the defense of any such action, wiloivn counsel and at its own expense. If the Imdfging Party does not assume the defense
of any such claim or litigation resulting therefrevithin 30 days after the date such claim is méagthe Indemnified Party may defend
against such claim or litigation in such manneit asay deem appropriate, including, but not limitedsettling such claim or litigation, after
giving notice of the same to the Indemnifying Padty such terms as the Indemnified Party may dgmrogriate, and (b) the Indemnifying
Party shall be entitled to participate in (but oontrol) the defense of such action, with its caliasd at its own expense (or in the case of the
Stockholders' Representative, at the expense @tiiekholders). If the Indemnifying Party (or, hretcase of the Stockholders'
Representative, the Stockholders) thereafter seedggestion the manner in which the Indemnifiedydefended such third party claim or
amount or nature of any such settlement, the Indfiging Party (or, in the case of the Stockholdéhg, Stockholders' Representative) shall
have the burden to prove by a preponderance ahtidence that the Indemnified Party did not defendettle such third party claim in a
reasonably prudent manner.

10.5 PAYMENT OF INDEMNIFICATION OBLIGATION. The Comany and each of the Stockholders hereby agreearilyaclaim for
indemnification by the Buyer, or the Company (i tilosing occurs), under this Section 10 or undgragher provision of this Agreement
shall be satisfied first from amounts remaininghe Reserve Account in accordance with the Escrgve@ment. To the extent that funds in
the Reserve Account are insufficient to satisfydta@m, the amount of the shortfall shall be paidite Buyer or to the Company (if the
Closing occurs), as appropriate, directly by thecltolders, or by the Stockholders and the Comgifutlye Closing does not occur), jointly
and severally. All indemnification by an Indemnifgi Party hereunder (to the extent not satisfidtiénmanner specified in the preceding
sentence), and any indemnification by the Compéathei Closing does not occur (to the extent nasBad in the
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manner specified in the preceding sentence), bbadiffected by immediate payment of cash or defieéia cashier's or certified check in the
amount of the indemnification liability.

10.6 SURVIVAL OF REPRESENTATIONS; CLAIMS FOR INDEMRNICATION.

(a) All representations and warranties made bydairlge Parties in this Agreement, or in any instemtror document furnished in connection
with this Agreement or the transactions contemplaiereby, shall survive the Closing and any ingasitbn at any time made by or on behalf
of the Indemnified Party, and continue until 18 itihsnafter the Closing Date, and shall not be aéfiétly any examination made for or on
behalf of an Indemnified Party, except that (i) tapresentations and warranties contained in Secfp3.1, 3.2, 3.3, 3.4, 4.1, 4.2 or 4.3 of
this Agreement and in any certificate deliveredspant to this Agreement (insofar as such certéicalates to the representations and
warranties contained in such sections) shall sertlie Closing and continue without limitation, (e representations and warranties
contained in Section 3.15 of this Agreement analniy certificate delivered pursuant to this Agreenfersofar as such certificate relates to
representations and warranties contained in surtioeg shall survive the Closing and continue utitéd fourth anniversary of the Closing
Date, except for such representations and warsarglating to Aera Corporation, which shall survilie Closing and continue until the third
anniversary of the filing of the final Aera Corptaa tax return relating to the taxable period aphe Closing, and (iii) the representations
and warranties contained in Section 3.18 of thise&gent and in any certificate delivered pursuathis Agreement (insofar as such
certificate relates to the representations andaméigs contained in such section) shall surviveQlosing and continue until the second
anniversary of the Closing Date, except for sughnegentations and warranties relating to Aera Qattjam, which shall survive the Closing
and continue until the third anniversary of thesiig Date. Any claim asserted in writing prior he texpiration of the representation or
warranty that is the basis for such claim shalviseruntil such claim is finally resolved and stéd. Any claim not asserted in writing prior
to the expiration of the representation or warratigll expire on the date that such representatiavarranty expires, and the Parties hereto
covenant not to sue, and not to permit any othéenmified Party to sue, any Stockholder or the Camgd(if the Closing does not occur) w
respect to any such claims.

(b) Notwithstanding anything to the contrary herein

(i) the Stockholders, and the Company (if the Giggioes not occur), shall not be liable under $actD.1 unless and until the aggregate
Losses exceed Y.24 million, at which point the 8tmiders, and the Company (if the Closing doesoeotr), shall become liable for all of
the aggregate Losses; and

(i) in no event shall the maximum liability of tfg&tockholders (or, if the Closing does not ocdue, combined maximum liability of the
Stockholders and the Company) under Section 1@é&eskY.1 billion.

provided that, in each case, such limitation shallapply to a claim relating to a breach of th@resentations and warranties set forth in
Section 2.
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(c) The Reserve Account is intended to securerttiemnification obligations of the Stockholders, #mel Company (if the Closing does not
occur), under this Agreement. However, subjechéolimitation provided in Section 10.6(b)(ii), thghts of the Buyer under this Section 10
shall not be limited to the Reserve Account nottigha Reserve Account be the exclusive meanshi@Buyer to enforce such rights.

(d) If the Closing occurs, no Stockholder shalldawy right of contribution against the Companyhwéspect to any breach of any of the
representations, warranties, covenants or agresroeder this Agreement relating to the Company.

11. POST-CLOSING AGREEMENTS.
11.1 PROPRIETARY INFORMATION. The Stockholders agthat from and after the Closing Date:

(a) Each of the Stockholders and each of theiriafés shall hold in confidence, and shall userthest efforts to have all officers, directors
and personnel who continue after the Closing terbployed by any such Stockholder or any Affilidtereof to hold in confidence, all
knowledge and information of a secret or confidamiature with respect to the business of the Compad the Subsidiaries and not to
disclose, publish or make use of the same withHmitbnsent of the Buyer, except to the extentdhelh information shall have become pu
knowledge other than by breach of this Agreemerdrbyof the Stockholders.

(b) If (i) the employment of an officer, director ather employee of a Stockholder or any Affilithereof, to whom secret or confidential
knowledge or information concerning the businesthefCompany or the Subsidiaries has been disclaségtminated and (ii) such individi

is subject to an obligation to maintain such knalgke or information in confidence after such terrtiorg the Stockholders shall, upon requ
by the Buyer, take all reasonable steps at th@ieese to enforce such confidentiality obligatiothia event of an actual or threatened breach
thereof. Any legal counsel retained by any suckti8tolder in connection with any such enforcemerdttempted enforcement shall be
selected by such Stockholder, but shall be suljettte approval of the Buyer, which approval shall be unreasonably withheld.

(c) Each Stockholder agrees that the remedy atdaany breach of this Section 11.1 would be inadég and that the Buyer shall be entitled
to injunctive relief in addition to any other renyeitimay have upon breach of any provision of ®eéstion 11.1.

11.2 NO SOLICITATION OR HIRING OF FORMER EMPLOYEEEXxcept as provided by law, for a period of tworgeafter the Closing
Date, no Stockholder nor any Affiliate thereof $lfa) solicit any person who was an employee, effidirector, partner or member of either
the Company or any of the Subsidiaries on the ldeteof or the Closing Date to terminate his empleytor other fiduciary relationship with
the Buyer (or the Company or any of the Subsidsaids the case may be) or to become an employfexrptlirector, partner or member of
such Stockholder or Affiliate, or (b) hire or enteto a fiduciary relationship with any person whas such an employee, officer, director,
partner or member on the date hereof or on theirigjd3ate.
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11.3 SEVERANCE AND RETIREMENT PAYMENTS. Within fiéen business days following the Closing, the Coméiall make a
severance payment to Yoshiyuki Tanaka and a retintpayment to Hisanori Aoyama, in the respectimewants set forth on Schedule 11.3,
provided that, in the case of the severance payrvmiTanaka is a statutory auditor of the Compamyediately prior to the Closing and tl
his service as such is terminated effective ab®flosing.

11.4 COMPENSATION OF THE CONTINUING DIRECTORS.

(a) Following the Closing, (i) each of Nobuo Kawakand Tetsuo Yamada (collectively, the "Continuidigectors") shall be a director of t
Company, and (ii) each of Hisanori Aoyama and Tetéamada shall be an employee of the Company, tlyeBor one of such companies'
respective affiliates. Each of the Continuing Dioes shall serve for a term of two years commenomghe Closing Date, which term will be
subject to renewal, on the compensation termsosttt 6n Schedule 11.4.

(b) The retirement reserves that will be applicabléhe Continuing Directors as of the Closing Datset forth on Schedule

11.4. Following the Closing until such time as @antinuing Directors have been paid their retiretmeserves, neither the Company nor the
Buyer shall cause any amendment to the RegulaReteting to Officers of the Company that are ireeffas of the date of this Agreement in
any manner which would adversely affect the ComtigiDirectors' retirement reserves. Until such timseall of the Continuing Directors he
retired and have been paid their retirement resdsyghe Company, the Parent shall maintain agtgegesh and cash equivalents, as set

in the Parent's consolidated financial statemergpared in accordance with GAAP, at least equie¢amount of the retirement reserves not
paid to the Continuing Directors as of the datéheffinancial statements (the "Remaining Reserv€inpliance with this covenant shall be
monitored at the time that the Parent publiclysfilis quarterly financial statements with the Uthi&tates Securities and Exchange
Commission. For purposes of determining the Pareptnpliance with this covenant, the amount oRkenaining Reserves shall be
converted into Japanese yen based upon the exchatagas quoted by The Wall Street Journal, betwlee U.S. dollar and the Japanese yen
as of the date of the applicable financial statemen

11.5 DECEMBER 2001 FINANCIAL STATEMENTS. (a) Follémg the Closing, the Buyer shall use commerciaigsonable efforts to
prepare the balance sheet of the Company and th&diaries as of December 31, 2001 and the reltdments of income, stockholders'
equity, retained earnings and cash flows for tRer®nths then ended (the "December 2001 Finantié®ents"). The December 2001
Financial Statements shall be audited by the Cogipadmdependent accountants. The Buyer's indepérdenuntants also shall be entitled to
review the December 2001 Financial Statementslagérformance by the Company's independent acaoismf the audit. The Buyer's
independent accountants shall be given full aceet®e information made available to, and work pad, the Company's independent
accountants, as well as such further informatiothasBuyer's independent accountants shall reGuesinnection with their review. Any
comments of the Buyer's independent accountanksredipect to the December 2001 Financial Statensbialsbe addressed or reflected in
the audit report prepared by the Company's indep@ratcountants, if the Buyer's independent acamismtieem such comments to be
relevant to the audit report. The Stockholders nane
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and warrant that the audited December 2001 FinbStadements will reflect the following financiadsults:

o Stockholders' equity as of December 31, 2001esstthan the lesser of (a) Y.3.0 billion and (i@ $tockholders' equity set forth in the
November 2001 Financial Statements;

o Total Debt as of December 31, 2001 not more thdr8 billion.

In the event of a breach of either prong of thedming covenant and warranty, the amount of thetfstticshall be deemed to be a "Loss" for
purposes of

Section 10.1 and the Buyer shall be entitled tovery for such Loss in accordance with Sectionptfyided, however, that in the event that
neither the stockholders' equity nor the total aeimhply with the foregoing, the Buyer shall be #@di to recovery only for the amount of the
shortfall in respect of either the stockholdersliggor total debt, at Buyer's option.

12. TERMINATION OF AGREEMENT; OPTION TO PROCEED; DMAGES.

12.1 TERMINATION BY LAPSE OF TIME. This Agreementall terminate at 5:00 p.m. Tokyo Time, on March 2002, if the transactions
contemplated hereby have not been consummatedsusileh date is extended by the written consethieo€ompany, the Buyer and the
Stockholders' Representative (whose consent simalldach of the Stockholders).

12.2 TERMINATION BY AGREEMENT OF THE PARTIES. Thiigreement may be terminated by the mutual writgre@ment of the
parties hereto. In the event of such terminatioagneement, the Buyer shall not have any furthégation or liability to the Stockholders or
the Company under this Agreement, and the Stockneland the Company shall have no further obligatioliability to the Buyer under this
Agreement.

12.3 TERMINATION BY REASON OF BREACH. This Agreemtemay be terminated by the Stockholders, if attmy prior to the Closin
there shall occur a breach of any of the repreiens warranties or covenants of the Buyer orRheent or the failure by the Buyer or the
Parent to perform any condition or obligation hewder. This Agreement may be terminated by the Bufat any time prior to the Closing
there shall occur a breach of any of the repretients warranties or covenants of the Stockholdetie Company (including those made
with respect to, or otherwise relating to, anytaf Subsidiaries) or the failure of the Stockholaerthe Company to perform any condition or
obligation hereunder (including those made witlpees to, or otherwise relating to, any of the Sdiasies) (such a breach or failure of any of
the Stockholders or the Company shall be refewdtketein as a "Pre-Closing Breach").

12.4 OPTION TO PROCEED.

(@) In the event of a Pre-Closing Breach by thel8tolders or the Company, or the inability of theckholders to give title, make
conveyance or deliver possession of any of theeShar the inability of the Stockholders or the @amy to satisfy all of the terms and
conditions precedent to Closing as set forth ia fkgreement, all as herein stipulated, the Buyey el@ct by written notice given to the
Stockholders' Representative and
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the Company at or prior to the Closing Date eitbdi) terminate this Agreement, or (ii) extend gaheduled Closing Date by 30 days, du
which period the Stockholders shall use their bésits to cure the Pr€losing Breach, remove all Share Encumbrancesyif mot permittec
by the terms of this Agreement, remove all othdecls in title, and to deliver possession and getahr and marketable title to the Shares,
and the Stockholders or the Company (as the cagda)ashall use their best efforts to satisfy #ilen conditions to Closing as provided
herein, and to make the assets of the Companyhen8ubsidiaries conform to the provisions hereirtha case may be. If the Stockholder
the Company (as the case may be) are unable, wpiration of such 30-day period, to cure the PresCig Breach, remove all such
encumbrances and defects and to satisfy all suathittans to Closing, the Buyer may elect, by writt®tice given to the Stockholders'
Representative and the Company, to (x) terminaseAbreement, (y) proceed with the Closing, or

(z) extend the Closing Date for an additional 3@sda

(b) If the Buyer elects to extend the Closing Cfatean additional 30 days pursuant to clause (Pasgraph (a) above, the Buyer and the
Stockholders' Representative shall, within the 89-period specified in clause (z) of paragraphaf@ve, agree upon the amount of the
diminution in the value of the Shares being tramef&to the Buyer as a result of the Pre-ClosingaBh or the cost to the Buyer of curing the
applicable breach, failure or defect (the "Adjusttn&@mount"), and the Base Price shall be reducethéyAdjustment Amount. The Buyer ¢
the Stockholders' Representative shall use theirdféorts to agree upon the Adjustment Amount imiguch 30-day period; provided,
however, that if the Buyer and the StockholdergrBgentative cannot agree upon the Adjustment Amwithin such 30-day period, the
Buyer may terminate this Agreement.

12.5 AVAILABILITY OF REMEDIES AT LAW. In the eventhis Agreement is terminated pursuant to the prongof this Section 12, the
parties hereto shall have available to them alledies afforded to them by applicable law.

13. DISPUTE RESOLUTION.

13.1 GENERAL. In the event that any dispute shauide between the parties hereto with respectytaratter covered by this Agreement,
including, without limitation, the calculation dié Adjustment Amount, the occurrence of a Pre-@ip&ireach or any claims for
indemnification under

Section 10 hereof, the parties hereto shall resaed dispute in accordance with the procedurefogatin this Section 13.

13.2 CONSENT OF THE PARTIES. In the event of arspdie between the parties with respect to any madteered by this Agreement, the
parties shall first use their best efforts to reeduch dispute among themselves. If the partesiaable to resolve the dispute within 30
calendar days after the commencement of effontedolve the dispute, or within 30 calendar daysrafte Closing Date in connection with
any dispute in the Adjustment Amount, the dispuilelve submitted to arbitration in accordance witction 13.3 hereof.

13.3 ARBITRATION.

(a) Either the Parent or the Buyer, on the one hanthe Stockholders' Representative or (if thestlg does not occur) the Company, on the
other hand,
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may submit any matter referred to in Section 1&1ebf to arbitration by notifying the other pargréto and the Escrow Agent, in writing, of
such dispute. Within 10 days after receipt of soetice, the Parent and/or the Buyer and the Stddknsl Representative and/or the Comg.
shall designate in writing one arbitrator to resdllre dispute; provided, that if the parties hecatonot agree on an arbitrator within such 10-
day period, the arbitrator shall be selected byJdman Commercial Arbitration Association ("JCAAThe arbitrator so designated shall not
be an employee, consultant, officer, director ockiolder of any party hereto or any Affiliate afyaparty to this Agreement.

(b) Within 15 days after the designation of theteabor, the arbitrator, the Parent and/or the Buayed the Stockholders' Representative ar
the Company shall meet, at which time the Paredtoarthe Buyer and the Stockholders' Representatigéor the Company shall be required
to set forth in writing all disputed issues andrepgmsed ruling on each such issue.

(c) The arbitrator shall set a date for a heanwigch shall be no later than 30 days after the sskion of written proposals pursuant to
paragraph (b) above, to discuss each of the isdantfied by the Parent and/or the Buyer and ttoelSholders' Representative and/or the
Company. Each such party shall have the right tieepeesented by counsel. The arbitration shalldwemed by the rules of the JCAA;
provided, that the arbitrator shall have sole dison with regard to the admissibility of evidence.

(d) The arbitrator shall use his best efforts te an each disputed issue within 30 days aftectmapletion of the hearings described in
paragraph (c) above. The determination of the ratioit as to the resolution of any dispute shalbineling and conclusive upon all parties
hereto. All rulings of the arbitrator shall be imiting and shall be delivered to the parties heestd the Escrow Agent.

(e) The prevailing party in any arbitration shadl éntitled to an award of reasonable attorneys'ifemirred in connection with the arbitration.
The non-prevailing party shall pay such fees, togetvith the fees of the arbitrator and the costsexpenses of the arbitration.

(f) Any arbitration pursuant to this Section 13t&ak be conducted in Japanese and shall be logafeokyo, Japan. Any arbitration award
may be entered in and enforced by any court hguingdiction thereover.

14. BROKERS.

14.1 FOR THE STOCKHOLDERS, THE COMPANY AND THE SURSBARIES. Each of the Stockholders and the Compamyesents ar
warrants that no person, firm or corporation hasdmn the capacity of broker or finder on its békend, in the case of the Company, on
behalf of the Subsidiaries) to bring about the tiajon of this Agreement. The Stockholders joiralyd severally agree to indemnify and t
harmless the Buyer against any claims or liab#liagserted against it, the Company or the Subggidiby any person acting or claiming to act
as a broker or finder on behalf of the Stockholdégrs Company or any of the Subsidiaries.
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14.2 FOR THE BUYER. The Buyer agrees to pay al fexpenses and compensation owed to any persomgfficorporation who has acted
in the capacity of broker or finder on its behalbring about the negotiation of this Agreemente Buyer agrees to indemnify and hold
harmless the Stockholders against any claims bilitias asserted against them by any person adtirgaiming to act as a broker or finder
behalf of the Buyer or the Parent.

15. NOTICES.

Any notices or other communications required onptied hereunder shall be sufficiently given ifideted personally or sent by certified
mail, postage prepaid or facsimile, addressed lbsm® or to such other address of which the partieg have given notice:

To the Buyer: Advanced Energy Japan K.K.
Towa Edogawabashi Building
347, Yamaguki-cho, Shinjuk u-ku
Tokyo, Japan
Attn: President
Fax: 81-3-3235-3580

To the Parent: Advanced Energy Industries , Inc.
1625 Sharp Point Drive
Fort Collins, CO 80525
Attn: Chief Executive Offi cer
Fax: 970-407-6315

In each case with Thelen Reid & Priest LLP

copies to (delivery of 333 South Grand Avenue, Su ite 3400
which copies shall not Los Angeles, CA 90071
constitute notice to  Attn: Carissa C. W. Coze, Esq.
the Buyer or the Fax: 415-369-8633
Parent):
and
Mitsui, Yasuda, Wani & Mae da
Akasaka 2.14 Plaza Buildin g
14-32, Akasaka 2-chome, Mi nato-ku
Tokyo 107-0052
Japan

Attn: Yoshitada Ogiso
Fax: (03) 3224-3455
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To the Stockholders:  c/o Hisanori Aoyama, as th e Stockholders' Representative
13-6, Tamadaira 3-chome
Hino-shi
Tokyo 191-0062
Japan
Fax: 81-42-584-7308

To the Company: Aera Japan Limited
2971-8 Ishikawa-Cho
Hachioji-Shi
Tokyo, Japan
Attn: President
Fax: 81-426-44-2474

In each case with Hatasawa & Wakai
copies to (delivery of Haix Hirakawa-Cho Bld.
which copies shall not 10-10, Hirakawa-Cho, 2-Cho me
constitute notice to  Chiyoda-Ku, Tokyo 102-0093
the Stockholders or  Japan
the Company): Attn: Tamotsu Hatasawa
Fax: 81-3-3261-5969

Unless otherwise specified herein, such noticesttter communications shall be effective (a) ondaee delivered, if delivered personally, (b)
five (5) business days after being sent, if semtegystered or certified mail, and (c) upon receifgent by facsimile.

16. SUCCESSORS AND ASSIGNS.

This Agreement shall be binding upon and inurdlienefit of the parties hereto and their respesticcessors and assigns, except that the
Buyer, on the one hand, and the Stockholders an@timpany, on the other hand, may not assign thgfirective obligations hereunder
without the prior written consent of the other gaprovided, however, that the Buyer may assige &greement, and its rights and
obligations hereunder, to a subsidiary or Affiliafehe Buyer. Any assignment in contraventionhi$ provision shall be void. No assignm
shall release any of the parties hereto from atigation or liability under this Agreement.

17. ENTIRE AGREEMENT; AMENDMENTS; ATTACHMENTS.

This Agreement, all Schedules and Exhibits hert@agreements and instruments to be deliveredhidyarties pursuant hereto and the
Confidentiality Agreement dated March 19, 2001 by hetween the Parent and the Company represeantine understanding and
agreement between the parties hereto with respéletsubject matter hereof and supersede all pradrand written and all contemporaneous
oral negotiations, commitments and understandiegysden such parties. The Parent and the Buyerebgahsent of their
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respective Boards of Directors or officers authediby such Boards, the Company by the consens &adard of Directors or officers
authorized by such Board, and the Stockholdersitngla majority of the Shares (who shall have thianity to bind all of the Stockholders)
may amend or modify this Agreement, in such mamasenay be agreed upon, by a written instrumentuggddy the Parent, the Buyer, the
Company and such majority of the Stockholders.

If the provisions of any Schedule or Exhibit tosthigreement are inconsistent with the provisionthisf Agreement, the provisions of the
Agreement shall prevail. The Exhibits and Schedattched hereto or to be attached hereafter aebhéncorporated as integral parts of 1
Agreement.

18. SEVERABILITY.

Any provision of this Agreement which is invalitlegal or unenforceable in any jurisdiction shal,to that jurisdiction, be ineffective to the
extent of such invalidity, illegality or unenfordsbity, without affecting in any way the remainipgovisions hereof in such jurisdiction or
rendering that or any other provision of this Agneat invalid, illegal or unenforceable in any otheisdiction.

19. INVESTIGATION OF THE PARTIES.

All representations and warranties contained hestiich are made to the best knowledge of a paijl sbquire that such party make
reasonable investigation and inquiry with respketéto to ascertain the correctness and validésethf. The "best knowledge" or "awarene
of an entity means the best knowledge of the afficdirectors, partners and members of such estitlyin the case of the Company, that of
the Stockholders.

20. EXPENSES.

Except as otherwise expressly provided hereinBihneer, the Stockholders and the Company will phjesls and expenses (including, with
limitation, legal and accounting fees and expenisesired by them in connection with the transawioontemplated hereby. If the Closing
occurs, legal fees reasonably incurred by the $widers and the Company, up to $300,000 in theeggge, will be paid by the Company or
the Buyer. Any legal fees in excess of $300,00@yatas all other fees and expenses, incurreche®yCompany or the Stockholders in
connection with the transactions contemplated heséhlll be paid by the Stockholders. In no evetitamy of the fees or expenses incurre
connection with this transaction by the Stockhddarthe Stockholders' Representative, includirtfavit limitation the fees and expenses of
counsel to the Stockholders, be billed to or pgidbsecured or guaranteed by the Company or ahgi@iary. Each Stockholder shall be
responsible for payment of all income, sales arsf@r taxes arising out of the conveyance of trer&howned by such Stockholder.

21. LEGAL FEES.

In the event that legal proceedings are commengeldebBuyer or the Parent against the Stockhol@®ragainst the Company, if the
transactions contemplated hereby are not consundiateby the Stockholders against the Buyer, imeation with this Agreement
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or the transactions contemplated hereby, the manparties which do not prevail in such proceedisigsll pay the reasonable attorneys' fees
and other costs and expenses, including investigatists, incurred by the prevailing party in spoficeedings. The Stockholders shall be
jointly and severally liable for their obligationsder this Section 21. If the transactions contatepl hereby are not consummated,
Stockholders and the Company shall be jointly anagally liable for their obligations under thiscBen 21.

22. PARENT'S COMMITMENT.

The Parent hereby agrees to cause the Buyer ai@btheany (if the Closing occurs) to perform any aliabligations and liabilities
provided under this Agreement.

23. GOVERNING LAW.
This Agreement shall be governed by and constmedd¢ordance with the laws of Japan.
24. SECTION HEADINGS.

The section headings are for the convenience gbdinges and in no way alter, modify, amend, lioritrestrict the contractual obligations of
the parties.

25. COUNTERPARTS.

This Agreement may be executed in one or more eopatts, each of which shall be deemed to be @malj but all of which shall be one
and the same document.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, this Agreement has been dulscexed by the parties hereto as of and on thefidst@above written.
COMPANY:
AERA JAPAN LIMITED

By: /'s/ Hi sanori Aoyamm

BUYER:
ADVANCED ENERGY JAPAN K K.

By: /'s/ Douglas S. Schatz

PARENT:
ADVANCED ENERGY INDUSTRIES, INC.

By: /'s/ Douglas S. Schatz

STOCKHOLDERS:

/'s/ Hi sanori Aoyana

H sanori Aoyanma

/'s/ Takenobu | nagaki

Takenobu | nagaki
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/'s/ Hiroko Aoyanma

H roko Aoyanm

/'s/ Nobuo Kawakam

Nobuo Kawakami

/sl Tetsuo Yanmada

Tet suo Yaneda



EXHIBIT 23.1
[ANDERSEN LOGO]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation by reference in this Registn Statement on Form S-3 dated
January 23, 2002 (Registration Number 323-48) of our report dated February 12, 2001 iretuich Advanced Energy Industries, Inc.'s F
10-K for the year ended December 31, 2000 and tefaérences to our Firm included in this RegistratStatement.

/'s/ ARTHUR ANDERSEN LLP

Denver, Col orado,
January 22, 2002

End of Filing
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