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

5.00% Convertible Subordinated Notes due Septeth006 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, unlessreammverted, 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 February 7, 2082, last reported sale price of our
common stock on the Nasdaq National Market was6ider 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, we completed the acquisitidkeca Japan Ltd., a leading supplier of digitakgsure-based and liquid mass flow
controllers, ultrasonic liquid flow meters and lidwapor delivery systems to the semiconductorteadpguipment industry. Aera provides us
with industry-leading products and strong custore&tionships with original equipment manufacturemsl end-user manufacturers,
particularly in the important Japanese market. Amrmapproximately 100 employees at its headqgartédachioji, Japan and 85 employees
in Austin, Texas. Both of these locations are saesvice, product development and manufacturiteg sin addition, Aera has approximately
40 sales and service employees in Germany, thetl&iingdom and Korea.

The aggregate purchase price for Aera was 5.7i8millapanese yen (approximately $44 million, bagesh the approximate exchange rate at
closing of 130:1), which was funded from our avaliéacash. In addition, we assumed approximatelyr8Bibn of Aera's senior debt, most
which is with Japanese banks at rates ranging fr@l¥ to 3.3%. For its fiscal year ended June 30128era had sales of approximately
$114 million and operating income of approximately? million, compared with sales of $84.5 milliamdeoperating income of $7.0 million

in the previous fiscal year. As June 30, 2001, Aerd assets of approximately $94 million.

We have made various investments in and advancggnphony Systems, a supplier of network-basedegifns and open-architecture
software solutions to the semiconductor and sendigctor capital equipment industries. The amourthese advances recorded on our
balance sheet as of December 31, 2001 is $6.5omilBome of these investments and advances are form of notes secured by all of
Symphony's intellectual property, which is currgrtbing used by several semiconductor manufactuféesse notes are currently past due,
and in February 2002, we commenced efforts to eefour rights against the collateral.

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
February 7, 2002, the closing prices of our comstock 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, wiaegk 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 heglg@gchniques 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.
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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 ri@@ned by you at a bank in The City of New York ageintified by you to the trustee at least
15 days prior to the relevant payment date. Paywfeauty interest on the notes will be made to thes@n in whose name the note, or any
predecessor note, is registered at the close afidason 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 trustektrg#t 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.

28



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 assieterest income, the receipt of this payment sthéwal treated as capital gain. However, the
Internal Revenue Service could contend that thengay should be treated as additional interest im;dhe other possible characterization,
which may cause it to be taxed at a different rétaur basis in any shares received in a conversimuld not be affected by receipt of a cash
"make whole" payment. Your basis in any sharesivedan connection with any stock "make whole" payishould equal their fair market
value on the redemption date.

Cash received in lieu of a fractional share upamveesion will be treated as a payment in exchangéhk 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 armofiany dividend paid by us out of
our current or accumulated earnings and profitsietisrmined 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 extenbaf 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 torzelfide reasonable adjustment formula which hagtfect 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 adjustnamstsnade, you will be deemed to have
received constructive distributions taxable asdiinids to the extent of our current and accumulededings and profits, even though you t
not received any cash or property as a resultefeladjustments. 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 sHawkelers generally will not be subject to Unitedt8&safederal 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 February 7, 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, #m SEC has informed Advanced Energy that the rd&ealer is deemed an underwriter
under the Securities Act. It purchased its
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securities in the ordinary course of business anthe time of purchase, had no agreements or siaahelings, directly or indirectly, with any
person regarding the distribution 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 understandingstlgioe 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 hedgingtistions 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 whiighnotes 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 stockti@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 sostetes, 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 Febyu20, 2001, July 11, 2001, September 10, 2001 abduary 1, 2002; and
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
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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 Fedmu8, 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 February 8, 2002

President & Chairman of the

Douglas S. Schatz Board (Principal Executive
Officer)

/sl MICHAEL EL-HILLOW Senior Vice President and Chief February 8, 2002

Financial Officer (Principal

Michael El-Hillow Financial Officer & Principal

Accounting Officer)

* Director February 8, 2002

G. Brent Backman

/s/ RICHARD P. BECK Director February 8, 2002

Richard P. Beck

* Director February 8, 2002
Trung Doan
* Director February 8, 2002

Arthur A. Noeth

* Director February 8, 2002

Elwood Spedden

* Director February 8, 2002

Gerald Starek

* Director February 8, 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 8.1
[LETTERHEAD OF SULLIVAN & CROMWELL]
February 7, 2002

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

Ladies and Gentlemen:

As special tax counsel to Advanced Energy Industtigc. (the "Company") in connection with the stgition of $125,000,000 of the
Company's 5.00% Convertible Subordinated NotesS#ptember 1, 2006 and Shares of Common Stock llgsuabn Conversion of the
Notes pursuant to the Prospectus which forms agbaine Registration Statement of the Company telwthis opinion is filed as an exhib
we hereby confirm to you that the discussion sghfonder the heading "Certain United States Fédiscame Tax Consequences" therein is
our opinion, subject to the limitations set fortiertein.

We hereby consent to the filing of this opinioraaisexhibit to the Registration Statement and tadiference to us under the heading "Certain
United States Federal Income Tax ConsequencehlgiRttospectus. In giving such consent, we do moeby admit that we are in the
category of persons whose consent is required uBeletion 7 of the Securities Act of 1933.

Very truly yours,

/sl Sullivan & Cromnel |



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

February 8, 2002 (Registration Number 333748) of our report dated February 12, 2001 iretlich 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,
February 7, 2002

End of Filing
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